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TEXTILE, APPAREL AND FOOTWEAR
TRADE ACT OF 1990

THURSDAY, JUNE 7, 1990

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 10:00 a.m., in

room SD-215, Dirksen Senate Office Building, Hon. Daniel Patrick
Moynihan presiding.

Also present: Senators Baucus, Daschle, Breaux, Heinz, and
Symms.

[The press release announcing the hearing follows:]
[Press Release No. H-34, May 23, 1990)

SENATOR BENTSEN ANNOUNCES HEARING ON TEXTILE, APPAREL AND FOOTWEAR BiLL;
ADMINISTRATION, PRIVATE SECTOR VIEWS SOUGHT

WASHINGTON, DC-,Senator Lloyd Bentsen. Chairman of the Senate Finance Com-
mittee, announced Wednesday that the Committee will hold a hearing on S. 2411,
the Textile, Apparel and Footwear Trade Act of 1990.

Senator Bentsen (D., Texas) said the hearing will be at 10 a.m. on Thursday, June
7, 1990 in Room SD-215 of the Dirksen Senate Office Building.

"Fifty-four Senators are cosponsoring the Textile, Apparel and-Footwear Trade
Act of 1990, including 10 on the Finance Committee. Because of the wide support for
this legislation, I am scheduling an early hearing so the Committee may ascertain
the views of the Administration and others concerned with this legislation," Bent-
sen said.

S. 2411 would establish quotas on U.S. imports of textiles and textile products,
and non-rubber footwear, beginning in 1990, from all countries, with the exception
of certain textiles and textile products from Canada and Israel.

Import quotas on textiles and textile products would be set at 1989 import levels,
plus 1 percent. These quotas would be increased by 1 percent each year after that.
Import quotas on non-rubber footwear would be set at 1989 levels for 1990 and all
subsequent years.

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN, A

U.S. SENATOR FROM NEW YORK

Senator MOYNIHAN. Good morning to my distinguished audience
and Senators who do the Committee a notable honor of appearing
before us. This is a hearing on the textile, apparel and footwear
legislation which has been introduced and which has at last count
a majority of the members of the Senate as cosponsors, not least
because of the eminence of its principal sponsors, the sometime
President Pro Tempore, Senator Thurmond, and his junior col-
league, Senator Hollings.

(1)



We welcome you Senators Thurmond and Hollings. Senator
Thurmond, would you be-kind enough to address the committee
first.

STATEMENT OF HON. STROM TIURMOND, A U.S. SENATOR FROM
SOUTH CAROLINA

Senator THURMOND. Mr. Chairman, I would like to thank you
and the other members of the Senate Finance Committee for the
opportunity to testify here today. I am very pleased that this meas-
ure, the Textile, Apparel and Footwear Trade Act of 1990 has al-
ready attracted strong bi-partisan support.

Mr. Chairman, a viable textile and apparel industry is absolutely
essential to the economy and national security of this Nation.
While this industry has suffered many hardships and textile im-
ports have increased dramatically, this industry still employs
nearly 1.8 million Americans. Currently one out of every seven
people employed in South Carolina works in the textile and related
industries-one out of every seven. And if the current trend of in-
creased imports continues, the resulting job losses will cause harsh
economic problems to the people who depend on the textile and ap-
parel industry for their livelihood.

Over 350,000 jobs have been lost in the textile industry during
the last 5 years. I want to repeat thsit Over 350,000 jobs have been
lost in the textile industry during the ]J.st 5 years. Since the record
employment level of 2.5 million employees in 1973 this industry
has lost 700,000 jobs. According to the U.S. Department of Labor,
South Carolina lost 2,600 textile jobs last year in 1989.

This year it is starting off with another drop in textile employ-
ment. Several companies have already announced personnel reduc-
tions and as a result 1,700-I repeat 1,700-South Carolinians will
soon lose their jobs.

This trend cannot be allowed to continue. The decline of this in-
dustry will be felt thrc-ghout our economy as supporting and relat-
ed industries also begin to suffer. In addition to its economic impor-
tance the textile industry is also significant to the defense and na-
tional security of our Nation. The textile industry-and this is a
point that people do not understand-is second only to steel, only
to the steel industry in importance to the national defense of this
country.

We cannot allow ourselves to become dependent upon foreign
countries for the basic defense requirements of our armed forces.
While most people think of uniforms and footwear as textile indus-
try products used by the military, many other needed products
originate from this industry. Some of the other textile products the
military uses are tents, canvas, ammunition, power bags, para-
chutes, and many others.

It does not make good sense to transfer production of these items
to foreign countries and then rely on them in times of internation-
al crisis to provide us with these essential items.

Mr. Chairman, the growth in textile and apparel imports during
the last several years has not come about due to a lack of effort on
the part of the domestic industry. In fact, the American textile and
apparel industry is one of the most modern and productive in the



world. Over the last 9 years manufacturers have invested over $18
billion-I repeat, over $18 billion-to modernize operations and in-
crease productivity.

Last year alone the textile industry i-einvested nearly 80 percent
of their retained earnings for these efforts. This is second only to
the computer industry. Mr. Chairman, management and labor have
worked hard to modernize, compete and survive. Nevertheless, im-
ports have continued to grow. Textile and apparel imports nov ac-
count for 59 percent of the U.S.'s market share. In 1989, 12.1 bil-
lion square meters of textiles and apparel were imported into the
United States.

Think of what that figure is.-Last year over 12 billion square
meters of textiles and apparel were imported here. This is a 13 per-
cent increase over 1988 levels. Textile imports accounted for 21 per-
cent of the merchandise trade deficit in 1989 and were valued at
$26.5 billion. This is 51/2 times the $4.7 billion value of the textile
trade deficit in 1980.

Mr. Chairman, the textile industry has continued to suffer from
the increased imports because the American industry is not com-
peting with foreign countries on an equal basis. That is the reason
we are suffering. If they did, then the United States textile and ap-
parel industry could compete with that of any other nation.

However, the domestic textile industry cannot be expected to
compete, i,,ir should it have to, with foreign industries that are
heavily subsidized by their governments. Developing countries have
provided low interest, subsidized oans for capital formation and ex-
pansion within that textile a-id apparel sectors. Favorable tax
treatment, as well as other incentives for exporting textile and ap-
parel products has b-,en created by foreign countries. They have
fostered and protected their own industries and markets through
currency and manipulation and trade restrictions.

Mr. Chairman, another factor with which American companies
cannot compete is the relative wage rate. According to the Bureau
of Labcr Statistics-and catch these figures, Mr. Chairman-China
pays its textile workers 27 cents per hour, compared to $9.31 for
U.S. workers. Some other examples are Taiwan, $2.62; South
Korea, $2.05; Hong Kong, $2.49. While these wage rates are much
lower than ours, the cost of textile and apparel products from these
countries does n'ot reflect this wage discrepancy.

Mr. Chairman, the legislation we are discussing today is designed
to promote the orderly growth of world trade in textiles and appar-
el products and footwear. We cannot continue to stress free trade if
Ame ican businesses do not have the same opportunities in other
countries as other countries !.save here. This bill limits the increase
of imports, of textile and appal-el products, to 1 percent above the
current year. The next year the growth rate would be 1 percent of
the new level. This is-and I want you to catch this; I hope the
members of the committee will catch this one point. This is very
important. This is the same rate that the consumption of textile
and apparel increases has occurred in the United States. So both
domestic and foreign producers would have the same access to the
growth in the industry in the United States.

Mr. Chairman, this seems fair. In regard to quotas, they are es-
tablished on each category of textiles and textile products from all



sources. Therefore, this legislation does not discriminate against
any one country. The establishment of global quarters gives the ad-
ministration maximum flexibility in implementing the require-
ments of this legislation. This also seems fair.

It is evident that the textile and apparel import deficit problem
will not solve itself. Unless we take prompt action, it is possible
that within 10 years we may not have a domestic textile and appar-
el industry.

Mr. Chairman, I appreciate the opportunity to testify before your
committee this morning; and I am very pleased to join with my dis-
tinguished colleagues, Senator Hollings, Senator Sanford, and Sen-
ator Helms, in being here. I hope my remarks will be beneficial to
you and the other members of the committee in your efforts to for-
mulate textile trade.

Again, it is not free trade, it is fair trade that we are seeking. We
are only asking that this industry be on the same level with for-
eign industries. Currently, the growth of consumption in this coun-
try for textile and apparels is only about 1 percent. At the same
time imports have grown almost 10 percent. Why shouldn't we be
on a level plain with foreign countries? It is just simply not fair to
place the industries in this country at such a disadvantage. We can
compete if we are on the same level plain.

Mr. Chairman, I thank you very much for your attention and we
will appreciate favorable consideration of this legislation which we
think is so essential, not only to South Carolina, but to the entire
Nation. You have textiles and apparel in every State of this Nation
and we think it is vital that this bill be passed. And we hope the
committee will give favorable consideration to it.

Now, Mr. Chairman, since I am handling the crime bill in the
Senate and we take that up in a few minutes I will have to leave.
Again, I thank you for your kind consideration.

Senator Hollings, I am sure you will understand why I have to
leave.

Senator HOLLINGS. Sure. Go ahead.
Senator MOYNIHAN. We thank you, Senator Thurmond, for your

very persuasive, factual testimony. And you may be sure this com-
mittee will proceed with great deliberation on this matter.

[The prepared statement of Senator Thurmond appears in the
appendix.]

Senator MOYNIHAN. Senator Breaux, we welcome you, sir. We
have not made opening statements in deference to our distin-
guished witnesses who are here.

We welcome Senator Sanford; and we will hear from you pres-
ently, sir.

Senator Hollings?

STATEMENT OF HON. ERNEST F. HOLLINGS, A U.S. SENATOR
FROM SOUTH CAROLINA

Senator HOLLINGS. Thank you very, very much, Mr. Chairman
and Senator Breaux. First, Mr. Chairman, let me ask that my pre-
pared statement be included in the record.

Senator MOYNIHAN. Without objection, of course.
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Senator HOLLINGS. Thank you. I would like to save the commit-
tee the time. I appreciate appearing with my colleagues, Senator
Thurmond and Senator Sanford and others. I particularly appreci-
ate, Mr. Chairman, you chairing this hearing because you have
been a leader and divine guard to my personal knowledge 30 years
ago. You worked on the Ore Price Cotton and the Kennedy 7 Point
Program and really started to turn this thing around to try to stem
the tide.

Now for the fifth time appearing before this Finance Commit-
tee-in the Johnson administration, Nixon administration, of
course, under Carter and under President Reagan. We actually
passed bills through the Senate under each of those Presidents-
and then through the entire Congress under President Carter, who
vetoed it, but then administered it, which was a temporary stop
gap. But then under President Reagan vetoed twice. Now we are
appearing for the fifth time, but this time we have 55 cosponsors.
We are moving on up.

Senator MOYNIHAN. You are moving up, sir.
Senator HOLLINGS. "Moving on up." [Laughter.]
You know, we always pleaded, Mr. Chairman, for jobs; and we

still do. After all in the textile industry, 67 percent employed are
women and 29 percent, minorities. I remember back just 12 years
ago when we had a crisis and we were trying to pass a $5 billion
employment bill to get the country moving again. The very concern
was women and minorities. Here we have the largest employer of
women and the largest employer of minorities. And yet, 60 percent
of the apparel in this room is imported; 40 percent of textile goods
overall are imported.

We have had over that 10-year period now from 1980 down to
1990 an increase on an average of 12 percent per year and an in-
crease of imports, with an increase of course of domestic consump-
tion at 1 percent, so a net loss of 11 percent.

So when I say survival we know what we are talking about. All
you have to do is look at the market reports-I have a Shearson,
Lehman report here; I have other stock market reports and other
things of that kind. They report, of course, that the profits are
down. In 1987, it was $2 billion; it was $1.5 billion in 1988; in 1989
profits down to $1.3 billion. If this trend continues at 11 percent-
and my senior colleague has just cited the fact that it is up to 13
percent-but if it continued just at 11 percent net through the
1990's, by the year 2000, 92 percent of all clothing in this room will
be imported.

So the real question is survival. And some would say, wait a
minute. I had to hear this out in Chicago over the weekend about
an inefficient unproductive industry. That was a clarion call, yes,
30 years ago when we worked on this or 40 years ago, because we
have been that long with this particular problem. But the truth of
the matter is, as it has been pointed out, we have invested $18 bil-
lion over the last 9 years. Our productivity, has averaged 4.2 per-
cent as compared to the national average of 2.7 percent in the last
10 years.

OTA has done a report. We would not put it in the record, but
we would make reference to it. The committee members have a
copy of the "U.S. Textile and Apparel Industry: A Revolution in



Progress" by the Office of Technology Assessment-our own study
group in technology has found textiles to be the most productive
industry in all of America. We look oniy to last year for the Ba]-
dridge Award-the winner for the most competitive, most produc-
tive was Millikin Textile Co.

And I see it every time I go home. You go to Stonesware, an ap-
pnrel plant. I remember when they had 3,600 employees there
when I was running for Lieutenant Governor. I had a fellow stop
work and say, "Look, I'll let you make a little 5-minute talk, but it
is going to cost me $5,000 so talk fast and get everything you want
to say in there." You know, this was back in the 1950's.

Now I go in-and incidentally, they have gone Republican, they
won't let me talk. [Laughter.]

And it is down to 1,700. But in all fairness to Stonesware, they
have technologically developed and invested in new machinery.
They have one to put the pockets on this shirt, another one to put
the cuffs, another one to put the strip of buttons in there. Produc-
tivity has increased some 30 percent with half the number of em-
ployees. So they are very competitive.

But as I indicate here, if we do not do something about it, it
takes you 7 years to get your money out of a particular piece of
textile machinery-7 to 10 years. In 1992, looking forward to 1993,
as to whether or not they invest and with the owner of the plant
seeing nothing done in Washington with all this talk about the pro-
tection; they are looking at that and say still nothing is going to be
done. I am going to go offshore or I am going to close down.

We have had already 25 plant closings of textile or apparel com-
panies since January of this year. They continue to close and con-
tinue to go. And yet we are told in these retailer political ads what
a wonderful morning in America, we have heard that nonsense
now. It is the morning after, fiscally.

I go back, Mr. Chairman, to when you and I both worked there.
They had a provision that is now Section 232 of the Trade Expan-
sion Act. It said that President Kennedy, who had made his com-
mitment in the campaign, that he could not take action as Presi-
dent until there was a finding that national security was in jeop-
ardy.

I will never forget it. We had your Secretary Goldberg, you were
with Labor as Assistant Secretary there. We had Secretary Dillon
of Treasury, Secretary Rusk of State, Secretary Orville Freeman of
Agriculture and Secretary Hodges of Commerce and Hickman
Price, if you remember, was there to line up the witnesses and I
worked with Hickman and ,,.'e brought the witnesses up; and on
May 2 after the finding, we promulgated the Kennedy seven point
program.

Now that was a finding of national security. Yes, we think of hel-
mets. We think of webbing, belts, parachutes and everything else.
But technologically you do not get computers today without tex-
tiles. They make all that fine wiring in there. You go now to what
used to be Southern Weaving which is now Woven Electronics in
Greenville, South Carolina and a broad belt-it looks like web-
bing-but the fine copper conductor, woven end of the belt, that is
used for the firing control of guided missiles, miles and miles of it
used in the D-5 missile on the Trident submarine, and in aircraft,



and in civilian aircraft-not just the B-I, but the Boeing and Lock-
heed planes.

So textiles are into high technology and more than ever they are
second most important to our national security after steel.

In 1981 when you and 1 started again under the Reagan adminis-
tration, I realize that in Europe, the whole EEC, they had a $4.5
billion deficit in the balance of textiles trade. We also had a $4.5
billion deficit in the balance of textiles trade. Now in 1990, 9 years
later, they have administered their bi-laterals and agreements and
otherwise. They know how to operate. And the EEC got their defi-
cit down to less than $1 billion in 1987-from $4.5 billion down to
less than $1 billion.

Now what is our deficit in the balance of textile trade? It has
gone from $4.5 billion to $26.5 billion. Over 20 percent of the deficit
in the balance of trade is in this one area, textiles and apparel; and
it is going up, up and away. And you say, how did that happen.
Well, of course, we got 140 supplying countries and 146 categories.
There is over $5.5 billion in fraud-unreported merchandise, tran-
shipments, dumping and everything else of that kind, according to
Customs.

But the point is that we need to get control of ourselves and put
it on a global basis. Do you know who agrees with us? The adminis-
tration. Ms. Carla Hills, the Trade Representative; Senator Baucus;
your representative in Geneva now has globalized quotas for tex-
tiles on the table in Geneva. Now they will not tell you how. They
won't tell you the growth. They won't tell you the factors that go
into it, but they articulate just what I am articulating here. And so
you adjust within the global quota and then you can control and
understand whether or not you want the industry.

I want to talk about protectionism. This is a protectionist bill.
And you know who we are protecting? The foreign manufacturer.
We are giving him the majority of the business. Name a country
that had put in legislation and said, "Give the foreign manufactur-
ers the majority of the business." The only reason we do it is in
desperation, to try to save what we have.

It is not the goodness of our heart or the goodness of our minds.
We say if we cannot get their attention now and pass it through
again, which I am convinced we can, but get the administration
using that same approach of globalization, if we cannot get them to
sign it, then we are really lost and we really do not want the indus-
try.

So what we are saying here in this bill is, let's respect the free
trade agreement with Israel, the free trade agreement with
Canada-that I voted and supported for both of those-and the
CBI. In fact, we guarantee the CBI countries their 1989 market
share. And with the CBI we put a provision in there anything over
and above the CBI that can be negotiated by the administration is
allowed under the law. And, in fact, when we get to the bill on
China, if we can get off all these other side issues on the floor, I
would just as. soon take the 1 billion square meters from the Peo-
ples Republic of China and transfer it to the Caribbean Basin Initi-
ative countries. There is no reason to award Tiananmen Square
and the massacre of students.



I think they would sober up and we would get their attention if
we just said, all right, that billion in textiles you really do not need
them and do not understand freedom anyway. We will just take
that and redirect it down here and start rebuilding our hemi-
sphere-Nicaragua, Panama, and otherwise. So the Congress is on
the spot. It is whether you and I want the industry. Otherwise
what we have is programmed extinction, phased liquidation of a
very basic industry of our economy-the largest employer of
women and minorities-and second most important to our national
security.

Thank you very much.
[The prepared statement of Senator Hollings appears in the ap-

pendix.]
Senator MOYNIHAN. We thank you, Senator Hollings. It should

be noted that you are the principal sponsor of S. 2411 and to say
again that there are 55 cosponsors.

We welcome Senator Helms, of course.
May I just-we are not making opening statements. But just to

confirm a point you have made. Senator Hollings was kind enough
to recall-I do not know how kind it is to recall-30 years ago we
were working on this subject and it was Mr. Blumenthal, and Mr.
Price, and myself who negotiated the long-term Cotton Textile
Agreement in Geneva that was incorporated in the Kennedy
round.

A principal of that arrangement was that other nations got in
effect rights to export to the United States. Something that no
other country that I am aware has ever done-none with a market
of our size. I was later-our Ambassador to India, and I do not
know if-this would still be their view-but at that time I asked,
what was their view of the long-term Cotton Textile Agreement
and they could not have been more supportive. They said, this
means we have a market in the United States. We can plan for,
maximize, and indeed they have done.

So I think it should be-and your data about the European Com-
munity is depressing, I have to say, but exemplary. We thank you
very much, sir.

Senator Baucus, we have not made opening statements in defer-
ence to our distinguished witnesses.

We thank you, Senator Hollings, most especially.
Senator HOLLINGS. I thank you and the committee.
Senator MOYNIhAN. The North Carolina delegation has arrived.

We welcome Senator Sanford, who was here first; and Mr. Helms.
Senator Sanford.

STATEMENT OF HON. TERRY SANFORD, A U.S. SENATOR FROM
NORTH CAROLINA

Senator SANFORD. Thank you very much, Mr. Chairman. And
thank you and your colleagues for giving attention so expeditiously
to this legislation. It is legislation that is long past due and I am
glad that it now appears that we can finally get this legislation
moving.

Senator Helms and I represent at least 350,000 textile and appar-
el and footwear workers in North Carolina; and we know first hand



that this industry is being severely and unnecessarily damaged by
the flood of imports. Plants are closing almost on a monthly basis.
Thousands of jobs have been lost over the last few years. And this
is not a statistic that just deal with numbers.

When a textile plant closes it is likely to be in a small town
where there simply are no other centers of employment. Certainly
record high import levels are causing massive displacement in
these industries. Like my colleagues, Senator Hollings, I go back to
1960's too, because I worked to get the commitments during the
Kennedy campaign that were translated into the action that you,
Mr. Chairman, talked about as part of the Kennedy Round of
GATT talks.

Senator MOYNIHAN. In 1960 in the presidential campaign thereof.
Senator SANFORD. Exactly.
Senator MOYNIHAN. And that is a matter of historical record.
Senator SANFORD. That is correct. But by 1980-we were already

out of hand. Import policies were already running loose again. In
1980 imports accounted for 28 percent of the market. Now they ac-
count for 59 percent of the market, virtually double. Equally dis-
turbing is the fact-that the United States now imports 2.3 billion
more in textiles than we export- Our imports continue to surge
while the domestic market remains stable at a 1 percent growth
level.

Many people argue that that is because imports are cheaper;
they give the consumer advantage. That simply is not true. It cer-
tainly is essential that we have a rational policy to regulate and to
stem this unattended flow of textiles into the country. Because the
last time the Congress considered textile legislation in 1987 it was
argued that the textile industry was making a considerable profit
and they had had a good year. But the good year was certainly an
exception.

We were told we did not need a textile bill; that imports were
declining; that the administration's policy of negotiated bi-lateral
agreements would do the job. None of that worked.

Despite all the promises and pledges, imports now have reached
an all time high. And Senator Hollings is exactly right, we are
going to put this business out of business if we do not do something
to better regulate it. The allegation that our textile and apparel in-
dustry is not efficient and competitive is simply not true.

During the past 10 years, as has been noted, the productivity
level of the textile industry increased almost twice as much as the
increase in productivity of all other industries. In 1988 the U.S.
textile industry invested a record $2.4 billion in new textile equip-
ment. These increased efficiencies have kept prices for domestically
produced textiles and apparel quite stable while the import prices
have continued to increase.

North Carolina offers an excellent example of how detrimental
the affects of imports are on our domestic market. It is the largest
textile State in the country. It employs almost as many textile and
apparel workers as all the other States combined. The efforts made
by this industry to modernize their plants and increase their effi-
ciency have been nothing short of heroic.

Indeed, I wish you and my colleagues could walk through some
of these plants. I was recently in a Burlington mills plant where



they were making the fabric for the jackets that the McDonald
workers in Moscow will wear. We can compete anywhere in the
world with textiles; but we cannot compete with this unfair advan-
tage that imports now have.

Our plants stand in complete contrast to many of the labor in-
tensive plants found in so many other countries. The differences
bring home the stark reality facing the textile industry and its
workers. This industry is not suffering because it lacks skilled
workers and modern technology or the business smarts to compete
internationally. They are doing that. Plants are closing and men
and women are losing their jobs because for too long the United
States has permitted textile and footwear imports from countries
who do not reciprocate and open markets to us. And, therefore,
they gain an unfair advantage through government subsidies and
excessively low wages.

The bill before us, Mr. Chairman, does not take an unfair advan-
tage. I think historically we have not taken an unfair advantage in
the textile industry. The bill imposes global quotas on textiles and

-apparel with 1 percent growth annually permitted for imports per-
mitting imports to grow as fast as the market is growing here.

It also recognizes our special trade relationships with Canada,
and with Israel, by exempting them from this bill. The Caribbean
Basin Initiative countries are guaranteed their current 11 percent
market share; and this bill, it seems to me, is playing more than
fair with our trading partners.

I think we owe it to the textile and apparel workers of this coun-
try, I think we owe it to the economy of this country, I think we
owe it to the national defense of this country, to see that this in-
dustry is not utterly destroyed; and it is going to be if we do not
better regulate it. This legislation is designed to do just that.

Mr. Chairman, I would offer my statement for the record in lieu
of further testimony, but I appreciate the opportunity to be here
this morning. Thank you very much.

Senator MOYNIHAN. Most assuredly.
[The prepared statement of Senator Sanford appears in the

-record.]
Senator MOYNIHAN. May I, for the record, state that no one was

more important in the beginnings of this present trade arrange-
ment than you, sir. In 1960 you were able to obtain a commitment
from the Kennedy campaign, that a Kennedy administration would
look to a managed trade in an area of great consequence to North
Carolina and to New York State. It was keeping that commitment
that President Kennedy sent First Secretary Ball and then the del-
egation of which I was a part to negotiate the agreements; and
these were negotiated agreements. These were not unilateral mat-
ters.

You did that and they have been in law now for a long time. And
yet we have had this steady growth. If in 1960, 1961, 1962 we had
contemplated the present import levels, people would have thought
that was shameless and irresponsible as regards to the national
economy.

So I want to thank you.
Welcome, Senator Helms.



STATEMENT OF HON. JESSE HELMS, A U.S. SENATOR FROM
NORTH CAROLINA

Senator HELMS. Mr. Chairman--
Senator MOYNIHAN. I must note that there is a vote on and we

can hear you now or hear you afterwards.
Senator HELMS. I am going to ask that my full statement be

made a part of the record.
Senator MOYNIHAN. Of course, without objection.
Senator HELMS. It gives essentially the same statistics that my

distinguished colleagues from South Carolina and North Carolina,
and I will not repeat them.

But, Mr. Chairman, the most glorious statement that I heard
from Senators and witnesses during the many times that I have
presided over committee meetings is, "I shall be brief."

So let me get right to the heart of the matter. The only thing the
domestic textile apparel industry is seeking is a level playing field.
As matters now stand, our foreign competitors are eating our lunch
and the U.S. Government is letting them do it. A level playing field
does not exist now and is unlikely to exist in the future, unless we
get the legislation that we talking about this morning.

Now two of the major problems confronting the textile industry
are import fraud and the lack of enforcement of our current textile
policies. The former Commissioner of Customs, Willie Von Robb,
did his best to solve these problems. He put into place policies that
enhance the enforcement of our laws regarding textile imports.

Unfortunately since Willie Von Robb departed, the Customs
Service has succumbed to pressure to revert to former practices
making it easier for importers to bring in textile goods in violation
of U.S. laws/U.S. regulations. This includes a relaxation of the sei-
zure policy that Commissioner Von Robb had put into place with
respect to fraudulent imports and a weakening of the legal defini-
tion of fraud which results in more goods coming in.

So let's make no bones about it, great pressure is being put on
the Customs Service to go easy on the import violations and obvi-
ously it is a serious problem.

I have some charts over here that I want to call to your attention
and I will conclude.

It is bad enough that we get all these textiles from low-wage
countries. But I have a cable which leaves me aghast. I want it to
go in the record, if you do not mind, sir.

Senator MOYNIHAN. Without objection, of course.
[The cable appears in the appendix.]
Senator HELMS. This cable came from our Consulate in Canton.

It says that "China is using unpaid prison labor to make garments
in South China which are exported into the United States. Female
prisoners are used." And according to prison officials, "All the pris-
ons have these programs."

Now I do not have to tell this committee that in the past 10
years South China has become a gigantic export processing zone
aimed at the United States. Now these figures (on a chart) reflect
it, if you will take a look at it. Therefore, we must consider nearly
all textile and garment imports from communist China to be at



least presumably made by slave or prison labor and they are just
about the same.

So I submit these for the record. We will give it to you so they
can be printed in the record in smaller form.

Senator MOYNIHAN. And you would, I assume, not wish us to see
the continuation of most favored nation treatment for a country
that is producing slave labor.

Senator HELMS. Well, Senator Hollings is exactly right. Let's
take that money that the State Department is going to send over
there and send it instead down to the Caribbean Basin.

Here is the law. I am doing this, obviously, for effect, Mr. Chair-
man. This is the law that is being violated by our own government.

Senator MOYNIHAN. Oh, there is no question about that being the
law. And our government, this administration is not enforcing the
law.

Senator HELMS. I will conclude with this---
Senator MOYNIHAN. That is what you assert, sir.
Senator HELMS. Would the Chairmaji do me a favor?
Senator MOYNIHAN. Yes, sir.
Senator HELMS. Would you read this law into the record?
Senator MOYNIHAN. Yes, sir.
After somewhat 30 years in this business, hold it right where you

are, "Convict"-
[Laughter.]
Senator MOYNIHAN. "Convict-made goods importation prohibited.

All goods, wares, articles and merchandise, mined, produced or
manufactured, wholly or in part, in any foreign country by convict
labor or/and forced labor, or/and indentured labor under penal
sanctions shall not be entitled to entry at any of the ports of the
United States; and importation therefore of hereby prohibited."
Amen.

Senator HELMS. Amen. And it doesn't say except for Red China,
does it, Mr. Chairman?

Senator MOYNIHAN. It does not say, sir. And if that is your view,
if Customs is allowing this, we have to hold them-we have to hear
them on this matter. We certainly will take this into consideration
as we deal with the MFN proposal about communist China, as you
say, sir.

We thank you very much for your testimony.
Senator HELMS. I thank you, Mr. Chairman.
[The prepared statement of Senator Helms and chart appear in

the appendix.]
Senator MOYNIHAN. I think all Senators will want to repair to

the floor. At this point che hearing will have to stand in recess as
there is a vote on the Senate floor. I will be back presently.

[Whereupon, the hearing recessed at 10:39 a-m. and resumed at
11:02 a.m.]

Senator MOYNIHAN. Good morning again. The Chair regrets that
we are not as expeditious that we might be. There are many things
going on just now and each of us is required to be or expected to be
in some three different places. I should have noted earlier, and I do
note now, that our Chairman, Senator Bentsen would be here and
would be presiding save that he is required to be in the meeting of



the Budget Summit, as I believe it is called, where I was to speak
this morning but it now appears to be the afternoon.

For those who like to keep abreast of that tension filled drama, I
looked in and Mr. Darman was speaking to an audience of one, Mr.
Bentsen. [Laughter.]

But perhaps that means they have resolved so many problems
the other principals have departed.

We now go to our last individual witness, Hon. Ronald Sorini,
who is our Chief Textile Negotiator, of the Office of the Trade Rep-
resentative. Mr. Sorini, the committee apologizes for having had to
keep you. There was a vote, as you know. We welcome you, sir, and
will you proceed exactly as you wish and at the pace you wish.

STATEMENT OF HON. RONALD J. SORINI, CHIEF TEXTILE
NEGOTIATOR, OFFICE OF U.S. TRADE REPRESENTATIVE

Mr. SORINI. Thank you, Mr. Chairman. I have a formal state-
ment that I would like to submit for the record.

Senator MOYNIHAN. Please, we will put it in the record as if
read; and you tell us what you think.

Mr. SORINI. But for the sake of time if I may just summarize the
administration's position.

Senator MOYNIHAN. Please do.
Mr. SORINI. And I would be happy at the end to answer any ques-

tions that you might have.
Put very simply, Mr. Chairman, the administration opposes the

enactment of S. 2411-the Textile, Apparel and Footwear Trade
Act of 1990. We have four basic reasons for opposing this legisla-
tion.

First of all, we do not feel that it is justified on the economic
merits. We think not only considering the very negative effects
that the passage of this legislation would have on the consumers in
our country-and I have cited some statistics in my testimony-the
indicators, virtually all indicators that we have looked at with
regard to specifically the textile and apparel industry, have shown
modest, but steady growth throughout the 1980's, particularly
when you look at production, fibers consumed by U.S. mills, and
capacity utilization statistics. There is evidence that the perform-
ance has progressed for the textile and apparel industries.

Secondly, we do not feel the bill is necessary because we already
have a wide range of restrictions in place on textile and apparel
imports. As was stated earlier, Mr. Chairman, you were very in-
strumental in developing the system that currently exists. In all,
we have well over 1,000 quotas with 38 of our trading partners. In
total, 75 percent of textile and apparel imports are covered by
quotas. The average annual growth rates of those quotas is about
3.5 percent. Another 15 percent of our imports comes from coun-
tries with which we do not choose at this time to have quotas on.
Those imports are from developed countries, particularly the Euro-
pean Community, Canada and others.

So while it is clear that imports have taken a larger share of our
market through the 1980's--the statistics show that-we have a
slightly different view than some in the industry and some here in
Congress on what the actual share of the market is taken by im-



ports. Our statistics show that in 1980 21 percent of our apparel
market was imports. In 1989 that has increased to 37 percent.

Senator MOYNIHAN. Sir, where are you on your page? Is that
page 6?

Mr. SORINI. I am summarizing it; and I am adding an additional
remark. I do not believe I used those statistics in my written testi-
mony.

Senator MOYNIHAN. I see. So 37 percent is the present rate in
your view for all textiles or--

Mr. SORINI. Just apparel.
Senator MOYNIHAN. Oh, for apparel.
Mr. SORINI. I am looking at only apparel.
Senator MOYNIHAN. Yes, sir.
Mr. SORINI. Which is the most highly impacted part of the fiber,

textile, apparel sector by imports.
We feel that during the 1980's, through a combination of protec-

tion that we have provided, and the industry's own efforts to mod-
ernize, that they have been able to adjust and can continue to
adjust to the import situation.

Third, we believe that the legislation would violate our interna-
tional agreements. To us it is a clear violation of the Multi-Fiber
Arrangement which regulates international textile and apparel
trade. It is a violation of the 38 bi-lateral textile agreements that
we have negotiated with other nations that I mentioned earlier.

We also believe that the bill would violate the provisions of the
General Agreements on Tariffs and Trade, particularly Article 19
of the GATT. I made specific reference to that in my testimony.

Senator MOYNIHAN. Would you refresh us, Mr. Sorini? Article 19
is?

Mr. SORINI. Article 19 is the safeguard provision which allows
importing countries to provide relief to an industry if we believe
that it is being injured by imports. And there are specific require-
ments in Article 19, which we as a signatory to the GATT are com-
pelled to follow. We feel the provisions of the bill do not meet those
requirements.

Also-and this is not in my testimony because we just focused on
this frankly-the bill does place quotas on Canada, even though we
have a free trade arrangement with Canada. Not all trade from
Canada, but it would place quotas on apparel coming in from
Canada made from third country fabrics; and that is something we
are concerned about.

Due to this violation of our international agreements we feel
that it is clear, our trading partners will feel they will have to re-
spond. We are concerned about potential retaliation. Countries in
the past have alluded to the fact that if we take this type of meas-
ure that they would retaliate against U.S. exports, particularly ag-
riculture and other areas.

And fourth, we are concerned, very concerned, about the impact
of this legislation on the Uruguay Round negotiations. As you
know, Mr. Chairman, in Geneva we are embarked on very ambi-
tious negotiations to reform- the entire international trading
system. If this legislation is passed, effectively what we would be
doing as a nation is taking textiles, apparel and footwear off the



negotiating table. And if we do that, clearly other countries will
take off the negotiating table things of interest to us.

We all have our own political sensitivities and what we are
trying to do is reform the entire trading system. That does not
mean, Mr. Chairman, that we are seeking to sell out the textile in-
dustry as some people would like us to or have claimed that we are
attempting to do. What we are trying to do is, in the area of tex-
tiles in the Uruguay Round negotiations is first negotiate and ade-
quate transition mechanism. A transition mechanism that will--

Senator MOYNIHAN. From? To?
Mr. SORINI. From the Multi-Fiber Arrangement to normal trad-

ing rules-to normal GATT rules.
So clearly as an outcome of the Uruguay Round the textile and

apparel industries will have special protection for quite some time.
Our proposal is that the transition period be 10 years. That is
longer relief than the industry has ever been given at one time.

As you know, in the past the Multi-Fiber Arrangement has been
extended by 3 or 4 years without any certainty beyond that. So it is
critical that we have adequate rules that allow us to address
import problems when they arise and to give our industry the time
they need to adjust and prepare for what will clearly be very stiff
international competition.

Another important element of our negotiations is that we have
what we refer to as strengthened GATT rules, such as laws as they
apply to unfair trade. As you will remember, the Multi-Fiber Ar-
rangement deals with fair trade. It puts quotas on countries when
we feel our market is being disrupted by fair trade. But we also
have to make sure that the GATT has adequate laws to deal with
unfair trade. So it is our intention to come back with a Uruguay
Round package that includes appropriate laws, appropriate regula-
tions, dealing with subsidies and dumping, and also an improved
safeguard mechanism.

And third, we are insisting that our trading partners open up
their markets. The United States is not going to play the game by
itself. We are not going to open up our market if our trading part-
ners refuse to open up their markets.

Within the last few years many of our trading partners have
made some very courageous decisions to open their market. Bar-
riers are coming down across the world. We look just across our
border in Mexico where our statistics show last year that we had a
trade surplus in textiles and apparel with Mexico.

Some companies, like Levi Strauss, tell us that they are going to
send as many as 3 million pairs of pants, fully made in the United
States, down to Mexico this year as a result of the market opening
measures that they have taken.

So in all, Mr. Chairman, we do not feel that the bill, as I said, is
necessary. Congress is going to have the ultimate say on whether
or not the United States accepts a package in the Uruguay Round
negotiations. We will have to present that agreement to both
Houses for acceptance; and we would prefer to focus our efforts
working with you and the private sector on the Uruguay Round ne-
gotiations, not on debating and discussing legislation with which at
least we do not believe is necessary.

Thank you, Mr. Chairman.



[The prepared statement of Mr. Sorini appears in the appendix.]
Senator MOYNIHAN. Mr. Sorini, we thank you, sir. Are you an

Ambassador yet?
Mr. SORINI. Yes, I am.
Senator MOYNHAN. You are. Ambassador, I thought you might

be. Forgive me, Mr. Ambassador.
You have a clear view of this matter and we simply-we surely

understand it. I think we would like to see some of that data about
Mexico if you could send us that. Would you do that?

Mr. SORINI. We would be happy to provide you that.
[The information follows:]

UNITED STATES EXPORTS, IMPORTS AND TRADE BALANCE IN TEXTILES AND APPAREL WITH MEXICO

[In millions of dollars]

Expots lrnpo s Trade balance

Total Textiles and Apparel
1988 643 654 -11
1989. 767 724 43
January to April 1989 234 210 24
January to April 1990 323 284 40

Source OffN of I?* U S Trae Repesentati,,e com0ie(i trr o ffIcal st310stIcs of the U S DeDarl'ent of omrmerce Textles and apar defined
as tho lems m Capters 50-653 of the Harwized Tariff Scheule of tne Unie States

Senator MOYNIHAN. Could I ask you, earlier Senator Hollings
mentioned the decline, as I recall, in the EC imports over the
decade. Is that your understanding?

Mr. SORINI. Our understanding is the same. The reasons for that
decline in the deficit are probably different.

Senator MOYNIHAN. Have the Europeans started going barefoot?
Is that it? [Laughter.]

Mr. SORINI. No, they started exporting considerable amounts of
textiles and apparel. They export $24 billion in textiles. We export
less than $6 billion.

Senator MOYNIHAN. So the issue is balance, is that the point?
Mr. SORINI. The issue is balance. I don't think that the difference

in the trade balance figures are due to a more vigorous enforce-
ment on their part of the MFA or actions they have taken to cur-
tail imports.

Senator MOYNIHAN. You don't think that?
Mr. SoRINI. No, I don't think they have done a more vigorous job

than we have. They have implemented the MFA just as we have.
But I think the biggest difference for the discrepancies in our trade
imbalance and theirs is the fact that they have exported consider-
able amounts of textiles and apparel.

Senator MOYNIHAN. Perhaps you would be good enough to give
us those numbers, as well as the Mexican details. I found that in-
teresting.

Mr. SORINI. We would be pleased to.
Senator MOYNIHAN. You might give us any view that-would you

regard the provisions of the statute concerning Canada to be viola-
tive of the Free Trade Agreement? You needn't answer if you
would like to go back and study the matter.



Mr. SORINI. Well that particular provision of the textile bill,
frankly, we just focused on -yesterday. So we are doing an assess-
ment. My guess is it would be a violation of the Free Trade Agree-
ment but I cannot say that definitively.

Senator MOYNIHAN. We would not ask you to do until you are
satisfied yourself about that. But do let us have that, because that
committee will be concerned about it. We have to be careful about
that.

[The information follows:]

WORLDWIDE EXPORTS, IMPORTS AND TRADE BALANCES IN TEXTILES AND APPAREL, UNITED STATES
AND EUROPEAN COMMUNITY

[In millions of dollars]

_ _ _ _ _ _ _orts Imports Trade balance

United States:
1988 .................... 8.....1................. ..... ...... .............. ..... ... 7,8 153 25,330.8 - 17,515.5
1989 ............ .......... ........ ........ 88709 28,596.9 -19,726.0
January to April 1989 ....... .......................... ...................... _ .. 2,830 6 8,392.2 - 5,561.6
January to April 1990 .................... ...... ... .. 3,8179 9275.6 - 5,457.7

European Community:
1988 ...................................... 23,632 33,480 -9,849
1989 .................................................. .. .......................... .. . ... . 27 ,351 38,20 5 -1 0 ,84 5

Source Office of the U S Trade Represnratve, compiled from official stalists of the U S Department of Commerce Textiles and apparel defined
as those items included in apters 50-63 of the Harmonized Tariff System of the United States

Eurostal, Commission of the European Communities 1989 data is incomplete

Senator MOYNIHAN. Mr. Ambassador, Senator Symms has a ques-
tion in writing here which we would like to give to you and ask if
you would give us a response in writing.

Mr. SORINI. Certainly.
[The question and answer appear in the appendix.]
Senator MOYNIHAN. With which we thank you very much. Are

you over in Geneva often?
Mr. SORINI. Too often I think. I will be leaving on Monday for

another round of negotiations. We have a session once a month of
,-the textile negotiating group. So I will be there next week and also
a week in July where we hope to reach a framework agreement. So
hopefully we will have more to report.

Senator MOYNIHAN. You might as well know, Mr. Ambassador,
that you have precious little sympathy from this grey-haired legis-
lator. I was on that schedule in the era of-in the pre-jet era. It
was a 17 hour flight by prop and you would arrive Monday morn-
ing absolutely zonked; and there would be the French waiting for
you. They had been skiing all weekend. [Laughter.]

Mr. SORINI. I know what that feeling is like.
Senator MOYNIHAN. You know that feeling? Steady on and thank

you very much for your testimony.
Mr. SORINI. Thank you very much.
Senator MOYNIHAN. We now have a panel of the representatives

of the manufacturers and makers of the textile industry. Let's see,
can we get some volunteers here.

Mr. Daniel Frierson, who is the chairman of the Fiber, Fabric
and Apparel Coalition for Trade from Chattanooga. Mr. Frierson,



we welcome you. Dr. Herman Starobin, who will represent the
International Ladies' Garment Workers' Union. And Mark Love,
who is vice president of the Economic Consulting Services, testify-
ing on behalf of the Luggage and Leather Goods Manufacturers of
America. Good morning, Mr. Love.

Mr. Frierson, you are listed first; and would you proceed, sir.

STATEMENT OF DANIEL K. FRIERSON, CHAIRMAN, FIBER,
FABRIC & APPAREL COALITION FOR TRADE, CHATTANOOGA, TN

Mr. FRIERSON. Thank you. Chairman. I am Dan Frierson. I am
chairman of the Fiber, Fabric and Apparel Coalition for Trade and
past-president of the American Textile Manufactures Institute. I
am also chairman cf Dixie Yarns, a textile manufacturer, located
in Chattanooga, TN.

Today I am speaking on behalf of America's textile, apparel,
fiber and footwear industries., their unions, and their more than 2
million workers nationwide. The problems of these industries and
their workers are familiar ones to this committee. Indeed, the loss
of over 1,500 production facilities, over 350,000 jobs, and over
700,000 job opportunities to foreign nations since 1980 has become
a major part of the national concern for the decline in American
industry. That is a loss of over 1 million potential jobs.

If a strong and viable manufacturing industry is essential to
American competitiveness and our standard of living-and I be-
lieve it is-then a solution to the Nation's textile trade problems
should be of the utmost priority, particularly since we currently
represent over 25 percent of the national trade deficit.

The U.S. textile and apparel industry is still the largest employ-
er in the manufacturing section, as has already been pointed out
this morning. We also are the largest employer of females and mi-
norities. I want to stress also that the problem of textile trade is
not one brought about by our own doing. In fact, we have done
much as an industry to deal with the import problem in ways in
which we are able to do so. The study which Senator Hollings re-
ferred to-the OTA study this morning-points that out very
graphically.

For nearly 20 years international trade and textiles and apparel
has been carried out under a framework of rules and procedures
governed by the Multi-Fiber Arrangement (MFA). I do not really
need to remind the members of this committee that this agreement
is sanctioned by the GATT but not consistent with the basic GATT
principles of most-favored nation treatment.

During the 1980's alone, textile and apparel imports into the U.S.
market tripled from 5 billion square yard equivalents to over 15
billion square yard equivalents. Import penetration more than dou-
bled. And, Mr. Chairman, I have with me some figures that differ
significantly from those figures given by Ambassador Sorini; and I
would like to submit those for the record.

Senator MOYNIHAN. Please do. We welcome that kind of data.
[The figures appear in the appendix.]
Mr. FRIERSON. We show market penetration in the apparel and

apparel fabric area at 58 percent.



Senator MOYNIHAN. There is a genuine difference in opinion
here, isn't there?

Mr. FRIERSON. I am not sure I would agree. But I think there
always is confusion when you are looking at numbers. But if we
are looking at apparel and apparel fabric, I think all one has to do
is to walk in some stores around Washington and count a little bit
and see what you see. But ours are based on U.S. Government
data; and I would like to submit those for the record.

Senator MOYNIHAN. Please do. But the Chair wants to insist that
it is not usual-I have been 30 years at this matter-and it is not
usual to have this wide a discrepancy between what the industry
thinks, what the trade unions think, and what Government thinks.
It is not normal. I am not comfortable with it. But go ahead.

Mr. FRIERSON. I would agree with you, sir. I would point out that
even the figures he presented showed almost a doubling over a 10-
year period.

Senator MOYNIHAN. That is right.
Mr. FRIERSON. Certainly our trend lines are in the same direc-

tion, even though the figures do differ.
The causes of high import growth are not due solely to the short-

comings of the MFA itself. The European Community, as has al-
ready been pointed out, during the 1980's experienced much slower
import growth from their MFA control suppliers than did the
United States. The problem also lies with the failure of the U.S.
Government to rigorously implement the provisions of the MFA.
The failure is to due to a number of reasons.

A widespread perception in the executive branch that the U.S.
textile and apparel industry is highly protected and additional pro-
tection is not necessary. I would say that is the worst of both
worlds. We are tarred with the brush of being protected, but not
provided the protection as the numbers that we have just talked
about so indicate.

The failure also comes from geo-political factors, such as those
which have led permitting the Peoples Republic of China to rapidly
become one of our largest suppliers of textiles and apparel. And
Senator Helms very graphically pointed out the problems there.
Many of the products coming into this country from China obvious-
ly are produced in environmental and working conditions that
simply would not be allowed in this country; and we feel something
should be done about that.

Also, there is a basic belief "n a free-trade philosophy, which ob-
viously doesn't exist in the real world. And a belief in pursuing
such policies, even when the international rules exist for more reg-
ulated and managed change.

Well what have we done as an industry to deal with the problem
of imports? I have referred to the OTA study already. Our near 4
percent productivity annual growth in textiles is four times greater
than the service industry and significantly better than the average
for all manufacturing. We are developing a quick response pro-
gram, working more closely with our customers on quality and de-
livery, to provide the customer the product he desires when he
wants it.

Associated with this endeavor is our "Crafted with Pride in
USA" program with which I am sure you are all familiar. Also, our



export initiatives are producing results, with close to $6 billion in
exports last year, a 14-percent increase from 1988. We have tried to
get our government to police the unfair trade practices which exist
in the textile and apparel trade through the filing of over 20 coun-
tervailing duty and dumping cases against supplying countries.
Even while these countries defy our trade laws, they set up their
own barriers to keep our products out of their markets.

I know this committee is very familiar with the list of trade bar-
riers which exist from other countries. Here is the most recent
compilation of them from the Department of Commerce. There are
243 pages. I would like to submit that as well.

Senator MOYNIHAN. The committee will accept the document. We
will not place it in the record as it has been printed. The trade bal-
ance is bad enough as it is. We probably bring the ink in from
somewhere else.

Mr. FRIERSON. I would concur. Thank you, sir.
We began discussions with the Bush administration in early Jan-

uary 1989 to see whether this administration would act more effec-
tively to solve the import problem. We recommended that our gov-
ernment use the tools available to it under the MFA, such as the
EC did successfully in the 1980's in addressing its similar problem.
This approach has produced no results.

Moreover, our government has not offered us any assurances
that our problem will be dealt with satisfactorily in the Uruguay
round. In fact, there is growing concern that we will become the
sacrificial lamb in these trade talks so that other U.S. trade objec-
tives can be achieved. This is why we are again asking Congress to
enact legislation that will effectively solve the textile trade prob-
lem once and for all.

This legislation which many of you are cosponsoring, the Textile,
Apparel, and Footwear Trade Act of 1990, S. 2411, will provide this
industry with the import control vitally needed to keep our jobs
and keep them in America. It, in fact, supports the position our
government has tabled in Geneva as the U.S. position on textiles in
the Uruguay Round. It proposes, as does the administration's Uru-
guay position a global quota to deal with the problem.

S. 2411 we feel is consistent with Article 19 of the GATT. This
proposed legislation is effective and fair. It does not single out or
exempt individual countries, other than those with whom we have
free trade agreements. It provides the administraffi-on considerable
flexibility. It is not inflationary since there are no rollbacks in
trade, and quota compensation is provided.

In closing, I urge this committee to report S. 2411 out of commit-
tee at an early date. We ask for the import control we need to give
our 2 million workers hope, jobs, a decent living, and to give us a
reason to invest in the future of our industry and our country.

Thank you, Mr. Chairman.
Senator MOYNIHAN. We thank you, Mr. Frierson. I think that we

can promise you a very prompt consideration of this measure
which has great support on this committee and has in the Con-
gress.

[The prepared statement of Mr. Frierson appears in the appen-
dix.]



Senator MOYNIHAN. Dr. Starobin, would you proceed? May I note
for the record that you are representing Jay Mazur. Give the
Chair's regards to my fellow New Yorkers. Would you proceed, sir?

STATEMENT OF HERMAN STAROBIN, DIRECTOR OF RESEARCH,
INTERNATIONAL LADIES' GARMENT WORKERS' UNION, NEW
YORK, NY
Dr. STAROBIN. Mr. Mazur asked, Mr. Chairman, that his com-

plete testimony be entered into the record and that I just summa-
rize that testimony here.

Senator MOYNIHAN. It will be done just so.
Dr. STAROBIN. Thank you.
[The prepared statement of Mr. Mazur appears in the appendix.]
Dr. STAROBIN. S. 2411 is the third attempt by Congress to save

the apparel and textile industries from the ravages of imports. Bills
passed overwhelmingly in 1985 and 1988 were vetoed by President
Reagan. Following each veto apparel imports continued to soar and
employment dropped. Time proved the President wrong and the
Congress right.

Congressional -action is now more critical than ever. In earlier
years the damage to the domestic industry was the result of the
Government's policy in which each country's quota was negotiated
without regard to the cumulative impact of all of the agreements
on the U.S. industry. Now new developments cloud the horizon.

The apparel and textile industries are being used by the U.S.
Government as bargaining chips of the Uruguay Round of GATT
negotiations to obtain its GATT goals, opening trade opportunities
abroad in services, banking and insurance and protection of intel-
lectual property. While U.S. Government proposals have yet to be
flushed-out with numbers, the administration is looking to a phase
out of MFA quotas at the end of a 10-year period, a period of tran-
sition, with quotas growing at an accelerated pace as the transition
winds down.

While the original administration proposals seemed to support
the concept of a global import quota for each product during the
transition period, it has been undercut in the process of clarifica-
tion. Outward processing, that is assembly abroad of garment parts
cut from U.S. origin fabric, would be excluded from the global
quota as would shipments from countries vw:th which the United
States has free trade agreements.

The negative response to the U.S. proposal from its GATT part-
ners suggests that it will fall by the wayside. The most likely alter-
native appears to be some form of a renewal of a multi-fiber ar-
rangement which expires on July 31, 1991, but under greatly liber-
alized terms. This could have a devastating impact on the domestic
apparel industry and its workers.

There is a myth going around that apparel exports can solve the
industry's problem. However, about three-fourth of the U.S. exports
of apparel are merely cut fabric parts leaving the country for as-
sembly abroad. Exports of completed garments are minuscule,
around 1 percent of U.S. production.

The rapid growth of apparel imports from the CBI and Mexico
has also been a major problem. Helping our southern neighbors is



worthwhile, but U.S. Government policy has merely created a low-
wage factory area for U.S. apparel companies. Profits are typically
repatriated to the United States and little contribution is made to
the development of local economies and local infrastructures. Ex-
clusion of outward processing from a comprehensive system or any
other action to boost CBI and Mexican imports without offsetting
cuts elsewhere portends disaster for American garment workers.

When U.S. garment parts are assembled abroad, 95 percent of
the jobs are exported and only 5 percent remain here. The plight of
the domestic industry is severe because of how successive adminis-
trations have implemented MFA. Apparel imports in square
meters of fabric used in their manufacture are now 31/2 times their
1973 level when MFA started and 21/2 times the level in 1980 when
the Reagan/Bush administration took office. They rose 14.3 percent
in 1989 and are 6.9 percent higher in the first 3 months of 1990.

Employment in the apparel industry is down by 400,000-one-
third of the work force since MFA was first negotiated in 1973. Job
losses this year are growing more severe with each passing month.

S. 2400 is critical to the preservation of the apparel industry. It
sets a 1-percent annual growth for apparel and textile imports, the
only way to keep imports in line with domestic consumption
growth, and to prevent further job loss. It sets genuine global
quotas that include outward processing. It limits duty cuts of the
Uruguay Round to 10 percent for apparel and textiles.

Apparel jobs are essential to the United States. They are among
the few work opportunities we have for minorities, immigrants and
many others who are prevented by language, cultural and educa-
tional barriers from taking other jobs in the labor market.

Thank you, Mr. Chairman.
Senator MOYNIHAN. Thank you Dr. Starobin.
Senator Heinz and Senator Symms, we have not been making

opening statements. But if you would wish to do, you would be very
welcome at this point.

Senator HEINZ. Mr. Chairman, I would ask unanimous consent
that my statement be placed in the record. I would like to make an
observation though.

Senator MOYNIHAN. Would you do, of course.

OPENING STATEMENT OF HON. JOHN HEINZ, A U.S. SENATOR
FROM PENNSYLVANIA

Senator HEINZ. First, thank you, Mr. Chairman, for holding this
hearing. We all know what has happened to our apparel industry
over the last decade. It is, as Dr. Starobin has mentioned due to a
woeful record of enforcing the Multi-Fiber Agreement. It is almost
at times as if we did not have an agreement. The inability of suc-
cessive administering authorities to exercise any kind of discipline
over the proliferation of uncovered categories is a real scandal.

And now we find that there is massive circumvention, at least
there is a very clear record to that effect, of the Peoples Republic
of China through Hong Kong, not according to anything that I
have cooked up, but according to the advertising done by the Hong
Kong Chamber of Commerce or others, in English-it was very
kind of them to do so-whereby they point out that Hong Kong



companies now run some 18,000 factories employing 2 million
workers in neighboring Guangdong province. And by the way, some
of those are also run at the request of American-based companies.

Of course, one of the main things that they make in those facto-
ries is garments. These are currently counted against the Hong
Kong share, as I understand it. They are not counted against the
PRC quota. And as a result we have seen just a continued ratchet-
ing up, higher and higher, of imports from very, very low-wage
countries. I do not think any of us feel much better about it, given
the human rights situation in China, that at least up until now we
blinked at this circumvention and diversion of a very clear under-
standing.

So I hope, Mr. Chairman-and I see we have a new Chairman-
Senator Daschle, who has been following me and I him all over
Capitol Hill this morning. We were testifying at a hearing on the
House side, hence our arrival at this point. We make a good alibi
for each other, Tom.

It seems to me, Mr. Chairman, just in conclusion, that this
matter should get the attention of the Congress and I appreciate
the testimony of the various people here that we have already
heard from and that we will hear from today.

Thank you very much.
[The prepared statement of Senator Heinz appears in the appen-

dix.]
Senator DASCHLE. Thank you, Senator Heinz.
Senator Symms?
Senator SYMMS. Mr. Chairman, I thank you. I do not have a

statement now. I would like to go ahead and hear from our wit-
nesses. I thank you for offering. I apologize I was late, but I had a
conflicting committee as many of us do this morning.

Senator DASCHLE. It is my understanding that two of our three
panelists have already testified so I will call on Mr. Love at this
time.

STATEMENT OF MARK W. LOVE, VICE PRESIDENT, ECONOMIC
CONSULTING SERVICES, INC., WASHINGTON, DC

Mr. LOVE. Thank you very much. My name is Mark Love. I am
vice president of Economic Consulting Services and appear today
on behalf of the Luggage and Leather Goods Manufacturers of
America. The LLGMA is an association whose several hundred
member companies represent the luggage and flat goods industry
in the United States and its suppliers. I want to express the appre-
ciation of the industry for the opportunity to appear today.

As is true of the Textile Quota bill, S. 2411, and these hearings,
my testimony has an obvious eye to upcoming developments in the
Uruguay Round negotiations as they will affect the Multi-Fiber Ar-
rangement or MFA. I do not know what the outcome of these nego-
tiations will be. I do know that a revised MFA Qr any new agree-
ment should include textile, luggage and flat goods. There is no
reasonable basis on which these products could possibly be ex-
cluded.

The purpose of my appearance today is to state the industry's
concern that the United States may be targeting luggage and flat



goods for exclusion from any new textile agreement. This would be
devastating to the industry. And why we believe that it is neces-
sary for us to look at an alternative to these negotiations, which is
S. 2411.

We have had until recently only the broadest outlines of what
the U.S. Government is seeking to accomplish in Geneva. Yet on
May 14 our government tabled an updated submission on its pro-
posed new textile regime. In that U.S. proposal there was only one
textile product category specifically cited as an example of products
that have been proposed for immediate integration into GATT by
participants in the negotiations. That product category was lug-
gage.

It is reasonable to believe that this singular reference to luggage
reflects intentions on the part of some in the Executive Branch.
This May 14 proposal was, after all, a U.S. Government proposal.
Furthermore, there has not been, to our knowledge, any written
proposal on textiles submitted by a foreign government that specifi-
cally requested that luggage be immediately integrated into GATT.

Now what is the profile of this product that figures so promi-
nently in the most recent U.S. Government proposal? Here I would
offer a few points. First, textile, luggage, and flat goods are highly
import sensitive and have long been recognized as such in U.S.
trade policy. Among other things, these products are exempt from
duty-free treatment under GSP and under the Caribbean Basin ini-
tiative.

Second, tariffs on 80 percent of luggage and flat goods imports
were not reduced at all in the Tokyo Round precisely because these
products were deemed to be import sensitive.

Third, the ratio of imports to production for these products is far
in excess of 100 percent. More than 10,000 employees have lost
their jobs in this industry over the last decade.

Fourth, textile, luggage and flat goods are a significant textile
product. The industry consumes more than 20 million pounds of
fiber annually.

Fifth, imports of textile, luggage and flat goods increased more
than eight fold, from $83 million in 1980 to $612 million in 1989.

Sixth, textile, luggage and flat goods have long been -covered by
international textile arrangements. They were included in the
long-term Cotton arrangement, the precursor to the MFA that
went into effect in 1962 and founding fathers of which we have had
represented here today.

Finally, luggage and flat goods are currently subject to numerous
restraint and consultation levels pursuant to MFA bilaterals now
in effect. Nearly 80 percent of imports of textile luggage is now
subject to specific limits.

At the same time-and this is to reinforce what Senator Heinz
said-so that you don't get an overblown impression of the practi-
cal significance of these restraints, the sum of all these restraint
levels on luggage is about equal to the entire U.S. market. Thus,
the real effect of these restraint levels is quite modest, involving
more of a break on massive damaging import surges than actually
halting any import growth.

If luggage is a top the list for immediate trade liberalization in
Geneva as the U.S. proposal would suggest, then there is surely



reason for great concern on the part of the fiber, textile and appar-
el industries. If a product such as this, with its history of coverage
by international arrangements, its degree of import induced
market disruption, its significance as a textile product, and the
long-standing recognition of its import sensitivity, if a product such
as this is not even to be included in the new textile regime, then
what is?

We would have hoped that the proper balance, consistency and
principles would govern whatever liberalization in textiles would
be negotiated by the United States in Geneva. We, however, have
reason to expect the worse. From this perspective, one must con-
clude that S. 2411 represents the only alternative for the fiber, tex-
tile and apparel industries.

Thank you very much.
[The prepared statement of Mr. Love appears in the appendix.]
Senator DASCHLE. We want to thank each of our panel members.

We are working under somewhat of a difficult time constraint this
morning. So what I intend to do is to leave the record open for
questions. Should there be questions for the record, we will submit
them and we would appreciate very much your responding to them
should the need arise.

Let me thank each of the panel members and call on Senator
Symms if he has any comments or response to make to the panel-
ists.

Senator SYMMS. Mr. Chairman, I understand the plight that the
Chair is in and I note that we do have three more witnesses so I
will submit any questions I have for the record. I thank you gentle-
men very much for your testimony.

Senator DASCHLE. Thank you, gentlemen.
Our final panel consists of Mr. Thomas A. Hayes, the president

of the May Department Stores; Mr. Eugene Milosh, the president
of the American Association of Exporters and Importers; and Mr.
Peter Mangione, the president of the Footwear Distributors and
Retailers Association here in Washington.

Let me begin my welcoming each of our panel members. We are
pleased you could spend some time with us this morning and share
with us your thoughts and certainly your expertise in this area.
Let me start from my right and call on Mr. Milosh.

STATEMENT OF EUGENE J. MILOSH, PRESIDENT, AMERICAN AS-
SOCIATION OF EXPORTERS AND IMPORTERS, TEXTILE AND AP-
PAREL GROUP, NEW YORK, NY

Mr. MILOSH. Mr. Chairman, AAEI represents 1,200 importing, ex-
porting, retailing and manufacturing firms and is vehemently op-
posed to this bill. It is undisputei that quotas impose far higher
costs and damage on the U.S. economy than do tariffs and other
temporary trade regulations.

Numerous studies have shown that the MFA already costs the
U.S. consumers more than $20 billion annually or $240 per average
family. Furthermore, the costs of protection are regressive, with
the poorest 20 percent of U.S. families experiencing a 3.6-percent
decline in their standard of living. Globalization of quotas clearly
represents an expansion of the present textile import quota ar-



rangements. The only purpose of this bill is to serve as leverage to
prod the administration to obtain as restrictive a textile agreement
as possible in the Uruguay Round.

Enactment of this bill -would violate U.S. international obliga-
tions under both the MFA and GATT, require the United States to
abrogate most of its bilateral textile agreements, invite retaliation
and substantially limit U.S. chances of liberalizing and opening
markets to other sectors under negotiation in the GATT Round.

The permanent quotas S. 2411 would place on all textile and ap-
parel imports from almost all countries would be a significant cut-
back from current quota levels for many suppliers. It would mean
new restraints on supplier countries never before subject to re-
straint, particularly the EC. The bill would freeze footwear imports
at 1989 levels indefinitely. These blatantly protectionist steps
would be taken on a pretense that imports are causing serious
injury to domestic producers. But the domestic textile, apparel and
footwear industries are not suffering serious injury at all, much
less because of imports.

A review of the profits of U.S. textile companies shows that they
are considerably better than those of retail concerns and other
manufacturing sectors. According to one study, textile industry
before tax profits, in both 1988 and the first three quarters of 1989
were a healthy 4.6 percent. In addition, domestic textile and appar-
el shipments are up almost 24 percent between 1985 and 1989, sub-
stantially more than the entire manufacturing average.

Similarly, while the capacity utilization rate for all manufactur-
ing averaged 84 percent in 1989 the rate for textiles was extremely
impressive at 91.5 percent, up 9.8 percent over 1985. These facts
make the textile industries "consumer be damned" attitude all the
more offensive.

The domestic footwear industry also cannot claim serious injury.
The U.S. Shoe Corp., one of the largest U.S. manufacturers only
last month announced it had achieved record first-quarter earnings
in 1990. The price, quality and-fashion sense of manufacturers, be
they domestic or foreign, is what dictates what will sell. Locking
out imports will not change that basic reality. It will only increase
prices for consumers least able to pay.

The bill is also GATT illegal. It establishes permanent quotas dis-
regarding GATT Article 19 requirements that relief be temporary
and tied to domestic industry conditions. In addition, the bill
makes a mockery of the compensation requirements of Article 19,
limiting the President's authority to reduce tariffs to no less than
90 percent of current rates.

The clear result of enactment of this bill would, therefore, be
massive retaliation by U.S. trading partners at the expense of
many industries, including especially specialty agriculture.

S. 2411 also requires that 20 percent of the textile and apparel
quotas be sold at auction. The combination of cutbacks and re-
straint levels and new levels of bureaucracy will surely create sub-
stantial uncertainty and chaos for U.S. businesses and cause costs
to spiral both for importers and consumers.

AAEI also is concerned that an auction system carries with it
the very real potential for conferring upon the few companies mo-
nopolistic type control of American markets. Small businesses and



U.S. consumers once again would be the losers. The textile indus-
try will tell you it needs this bill in order to adjust to import com-
petition.

What have they been doing for the last 30 years? Was that not
the purpose of the temporary protection intended by the MFA in
the first place? What do you think they will be telling you 10 years
from now? They also will tell you that the MFA has not worked, or
that the U.S. Government has failed to enforce its rights under the
MFA. And that is clearly not true. There are some 40 bilateral tex-
tile agreements and more than 1,000 individual restraints spanning
from nightwear from Fiji to sheeting from the Soviet Union.

AAEI proposes a gradual phaseout of the MFA by requiring in-
creasingly higher growth rates until quota levels become irrele-
vant. The Association urges you to consider this very logical and
workable proposal; and to either not report S. 2411 out of commit-
tee or report it unfavorably.

Senator DASCHLE. Thank you, Mr. Milosh.
[The prepares statement of Mr. Milosh appears in the appendix.]
Senator DASCHLE. Mr. Hays?

STATEMENT OF THOMAS A. HAYS, PRESIDENT, THE MAY
DEPARTMENT STORES CO., ST. LOUIS, MO

Mr. HAYS. Mr. Chairman and members of the committee, good
morning. I am Thomas Hays, president of The May Department
Stores Co., which owns and operates 13 quality department store
divisions around the country-Lord & Taylor in New York, Foley's
in Houston, May Co. in Los Angeles, Hecht's here in Washington,
Robinson's in Los Angeles, Kaufmann's in Pittsburgh, Famous-Barr
in St. Louis, Filene's in Boston, May Co. in Cleveland, G. Fox in
Hartford, L.S. Xyers in Indianapolis, May D&F in Denver, and
Meier & Frank in Portland. Including our Volume Shoe Corp., the
Nation's largest chain of self-service shoe stores, May Co. employs
about 115,000 people in 47 States and the District of Columbia and
14 overseas offices.

I am appearing today on behalf of the Retail Industry Trade-
Action Coalition (RITAC), which is composed of large and small
retail companies and their trade associations in the United States.
We oppose S. 2411, the Textile, Apparel and Footwear Trade Act of
1990. My written comments have already been submitted for the
record, so I will briefly summarize our reasons for opposing this
bill.

At the outset, however, I would like to say a few words about the
retail industry. Retailers employ nearly 20 million people or rough-
ly 18 percent of the work force. Our annual sales are over a trillion
dollars, constituting a third of the Nation's gross national product.
To remain competitive and to keep our people employed, retailers
must find merchandise that offers value to American consumers at
a price they can afford to pay. We prefer domestically produced
goods to imports; in fact, we buy them every time we can. But
when domestic sources are unavailable, overseas manufacturers
often help us meet customer demand.

Our industry is customer driven: the customer, not the retailer,
ultimately determines what sells and what stays on the shelf. This



means that the market is subject to constant change. For a retailer
to stay in business, we must anticipate the market's direction and
meet customer demand.

Our concerns with S. 2411 are four-fold. First, the bill would seri-
ously jeopardize our ability to serve our customers. By restricting
U.S. textile and apparel imports to 1989 levels, with a mere 1 per-
cent growth thereafter, the bill would severely disrupt our efforts
to follow changes in market demand.

I can tell you that the availability of children's wear and lower
priced items in particular, as well as footwear, would be substan-
tially reduced, if not eliminated. Moreover, as foreign manufactur-
ers change their product mix to adjust to the new quota limits,
they will concentrate on producing higher priced items. As a result,
many lower priced items simply will not be available, and those
items that will be available will be too expensive for those who live
on a limited budget.

Second, the enactment of this bill would invite retaliation and
violate our international obligations. In the past, the European
Community and other governments have indicated they would re-
taliate if textile quota legislation were enacted. This would be par-
ticularly devastating to farm families in the Midwest.

Third, the additional protection this bill provides is simply un-
necessary. The fact is that the domestic textile industry is prosper-
ing. For the textile industry as a whole, profits have been up and
are substantially above retail sector returns. Textile and apparel
production has risen smartly since 1985 and industry sales are at
an all time high. Capacity utilization for the industry is an aston-
ishing 91.5 percent. Exports by the industry increased last year a
full 27 percent over 1988 levels.

I should note that existing protection for the textile industry-
consisting of extremely high import tariffs and a web of bilateral
restraint agreements-already costs the American family, as we
have just discussed, $240 a year. In fact, 76 percent of all textile
and apparel imports from countries restricted by quotas are al-
ready subject to annual growth caps under the existing MFA and
bilateral agreements; the remaining 24 percent are subjected to"consultation calls" at any time.

Economist William Cline estimates that, even with no change in
protection, consumer costs in apparel will escalate to an additional

$31 billion by the year 2000, due to growth in the market. With the
1-percent growth cap proposed by S. 2411, it would raise the cost
further to a total of about $74 billion in the year 2000.

In fact, if this bill were enacted, over the course of the 1990's
consumers would be forced to pay a total textile tax of nearly $500
billion, or roughly the same amount that the S&L crisis is now pre-
dicted to cost taxpayers.

With respect to footwear, according to a recent report by the U.S.
International Trade Commission, imports in 1989 fell to their
lowest level since 1985. Freezing footwear imports at 1989 levels
would impose a tremendous restriction on product availability and
price.

And while the consumer foots the bill for all this unnecessary
protection, the retail industry would lose roughly 50,000 jobs be-
cause of reduced supply and increased prices.



Finally, enactment of the bill would undermine this committee's
successful efforts to produce positive trade legislation in 1988. We
commend the committee for producing an omnibus trade bill in
1988 that furthers our goal of establishing an open trade environ-
ment. At the outset of the hearings on trade reform, RITAC urged
Congress to produce positive trade legislation that did not provide
sectors-or country-specific relief from import competition. Enact-
ment of the Textile Quota Bill would not only undermine your ac-
complishment, but would also jeopardize the multilateral trade
talks that are now underway in the GATT.

In conclusion, Mr. Chairman, I ask your committee to analyze
carefully the alleged need for this legislation. As a matter of fact,
on March 19, 1985 the domestic textile industry claimed that if
Congress did not act to curb imports at that time," in 5 years the
entire industry and 4 million jobs that depend on it would simply
cease to exist." Well, the 5 years have passed and the industry is
thriving-increased profits, record sales, and factories running at
virtually full capacity. This bill is fundamentally flawed.

It is not a modest measure. It is time for Congress to stop doling
out even more protection to a healthy industry. It is time for Con-
gress to say, "Enough is enough."

Thank you.
Senator DASCHLE. Thank you, Mr. Hays.
[The prepared statement of Mr. Hays appears in the appendix.]
Senator DASCHLE. Mr. Mangione?

STATEMENT OF PETER T. MANGIONE, PRESIDENT, FOOTWEAR
DISTRIBUTORS AND RETAILERS ASSOCIATION, WASHINGTON, DC

Mr. MANGIONE. Thank you, Mr. Chairman. My name is Peter
Mangione and I am president of the Footwear Distributors and Re-
tailers of America. Our group represents the Nation's chain shoe
stores-some 20,000 units, accounting for more than half of all
retail shoe sales nationwide. We also represent major footwear
marketing firms, including many of the Nation's leading footwear
brands.

We oppose the protection for nonrubber footwear manufacturers
provided for in the bill. There are many reasons. The U.S. nonrub-
ber footwear manufacturing industry does not need the extraordi-
nary protection afforded by the bill. After many years of decline
and adjustment in response to style changes and foreign competi-
tion, U.S. production has remained fixed at about 225 million pair
for 4 consecutive years.

This is the profile of an industry of survivor competitors in the
world market, not an industry in need of permanent protection. It
is in many respects a success story. Indeed, the industry has in-
creased sales from $3.5 billion in 1986 to $4.1 billion in 1989, a
more than 17 percent growth. It does not make economic sense to
protect a successful industry that has met competition and is now
growing.

U.S. manufacturing companies have concentrated on products
that can be manufactured domestically and marketed in the face of
foreign competition which is invariably lower prices. U.S. firms
have focused on brand names, size, fit and nitch marketing. In the
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areas where they presently operate U.S. shoe manufacturers are
highly competitive and in no need of protection. On the other
hand, the relatively high cost of U.S. production means that U.S.
producers could not make shoes in low price areas that would be
kept out by the bill.

Also, the so-called ceiling on imported shoes at the 1989 level is
in reality an intricate maze of some 38 quotas based on type,
gender and price. The bill would freeze consumption patterns at
1989 levels, creating a mass of new regulations that would strangle
shifts in consumer demand, even if those demands were within the
1989 aggregate level.

For instance, the 19 quota categories for footwear under $2.50
would become increasingly irrelevant as inflation and currency
fluctuation force F.O.B. prices above that extraordinarily low level.
Large amounts of quota created by the bill would thus be unusable
and huge quota rents would be created as the demand for footwear
over $2.50 F.O.B. increased in the face of quota limits.

This means higher prices for consumers; and worst of all a scar-
city of lowest price items relied upon by our poorest citizens and
only available from foreign sources.

It is no exaggeration to say that if this type of law had been in
effect in the early 1980's that there probably would not have been
the explosion in athletic footwear that now accounts for 40 percent
of all shoes sold in America. Imports created this demand by their
high quality, fashion responsiveness, and attractive prices. Freezing
consumer consumption patterns based on 1 year's trade, as the bill
does, is a prescription for disaster for consumers.

Indeed, in 1989 nonrubber footwear imports are more than 10
percent or 80 million pair below the highest level of such imports
in 1986. This is due to the fashion shift away from nonrubber foot-
wear into rubber canvas footwear which is not controlled by the
bill. When fashion shifts away from rubber fabric and back to more
traditional nonrubber styles the bill would prohibit that growth.
This would- create no opportunity for U.S. manufacturers since vir-
tually all of the growth is in the area of athletic and low-priced
footwear, areas where U.S. production is virtually nonexistent.

In sum, it is difficult to understand why there is need to help
U.S. shoe manufacturers whose business has grown, while subject-
ing American export industries to retaliation and harming U.S.
consumers, particularly low-income consumers who are dependent
on foreign products as their only source of most of their shoes.

We urge the committee to reject the footwear provisions of the
bill and would be happy to answer any questions.

(The prepared statement of Mr. Mangione appears in the appen-
dix.]

Senator DASCHLE. Mr. Mangione, Mr. Hays, Mr. Milosh, thank
you very much. I would reiterate what I said to the last panel.
Given our restraints on time, we won't have any questions orally,
but we will certainly submit them for the record and would encour-
age your response should the need arise.

Senator DASCHLE. Let me again thank you and call on Senator
Symms for any concluding remarks he may make.

Senator SYMMS. Mr. Chairman, I appreciate all of the witnesses
that testified this morning; and that we are having this hearing. I



think it is no secret to most of the witnesses that although I come
from the Pacific Northwest, where we do not have much of a tex-
tile industry we are not insensitive to those people that are con-
cerned about its future, because we also have our parochial prob-
lems. But we also are very concerned about the threat of retalia-
tion on the U.S. agriculture industry that exports its products to
the Pacific Rim.

So I Want to study this issue very carefully. But I would hope
that we can at least work very carefully with the administration to
prevent jeopardizing U.S. trade policy in the Uruguay Round. I
hope this committee will consider all aspects of this legislation. The
concerns of the people, who have testified here about industries
that they feel are threatened by foreign competition, and the U.S.
position of the Uruguay Round, where we are trying to get a level
playing field and open up markets for many products must be
taken into consideration.

So I hope that the administration, the textile industry, and
others can work together on this so that we do not go back into a
rapid move on this bill. Although I see that 55 of our colleagues are
sponsoring it, I think there are some people from my part of the
country that are very concerned, particularly the exporters of soft
white wheat, peas and lentils, the people in the produce industry
that export to the Pacific Rim. We are very concerned about this
legislation's impact on the potato trade. -

So I will have some questions I want to submit for the record
about how it will impact specific countries that are big trading
partners with the agriculture community, and particularly, specifi-
cally, the Pacific Northwest. We will submit those for the record to
USTR and to some of the other witnesses.

[The questions appear in the appendix.]
Senator SYMMS. But I want to thank all the witnesses that were

here on both sides of this, what I consider to be a very important
issue; and I will try to keep a very positive, open mind on the
entire subject.

Thank you.
Senator DASCHLE. Thank you, Senator Symms.
I want to thank all of our witnesses on behalf of the entire com-

mittee for their excellent testimony.
With that, the hearing stands adjourned.
[Whereupon, the hearing was adjourned at 12:02 p.m.]





APPENDIX

ADDITIONAL MATERIAL SUBMIIED

PREPARED STATEMENT OF DANIEL K. FRIERSON

My name is Daniel K. Frierson. I am chairman of tle Fiber, Fabric & Apparel
Coalition for Trade and past president of the American Textile Manufacturers Insti-
tute. I am also chairman and chief executive officer of Dixie Yams, Inc., a textile
manufacturer headquartered in Chattanooga, Tennessee. Today I am speaking on
behalf of America's textile, apparel, fiber and footwear industries, their unions and
their more than two million workers nationwide.

The problems of these industries and their workers are familiar ones to this com-
mittee. Indeed, the loss of 1,500 production facilities, 400,000 jobs and 750,000 job
opportunities to foreign nations since 1980 has become the major part of a national
concern for the decline in American industry and American business opportunity
generally.

If a strong and viable manufacturing industry is essential to American competi-
tiveness and our standard of living-and I believe that it is-then a solution to this
nation's textile trade problem should be of the utmost priority.

The U.S. textile and apparel industry is still the largest employer in the manufac-
turing sector in the United States, with over two million workers in the fiber, tex-
tile and apparel complex. The industry's contributions to GNP exceed $50 billion,
which places it ahead of such other basic manufacturing industries as primary
metals, automobiles, paper and chemicals, and only slightly behind aerospace.

Add to the - textile figure the GNP of supplying industries such as chemicals,
paper, power and a wide range of service industries, and it is clear our industry's
impact on the economy is important.

I want to stress, also, that the problem of textile trade is not one brought about by
our doing. Quite the contrary. In fact, we have done much as an industry to deal
with the import problem in ways in which we are able to do so. I'll come back to
this in a minute.

For nearly 20 years, international trade in textiles and apparel, has been carried
out under a framework of rules and procedures governed by the Multifiber Arrange-
ment (MFA)-I don't really need to remind the members of this committee-an
international agreement sanctioned by the GAIT but not consistent with the basic
GATT principles of most favored nation treatment.

During the 1980s alone, textile and apparel imports in.to the U.S. market tripled
from 5 billion square yards to nearly 14 billion square yards. Import penetration
during this period doubled. Import growth averaged 12% per year while our market
was growing at about 1% per year. This subsequent loss of market share and jobs
has occurred in spite of the MFA's objective of non-disruptive import growth.

But, the causes of the high import-growth are not due solely 'to shortcomings of
the MFA itself. The European Community during the 1980s experienced much
slower import growth from their MFA-controlled suppliers than did the U.S. The
problem also lies with the failure of the U.S. government to rigorously implement
the provisions of the MFA.

This failure is due to a number of reasons:
1. A widespread perception in the Executive Branch that the U.S. textile and ap-

parel industry is already highly protected and additional protection is not necessary;
I would only suggest to those of our critics who maintain the we are so protected to
look at the bottom line as we have to: 60% of our domestic apparel and apparel
fabric and yarn market is now foreign sourced; and this part of our industry is at

(33)



extreme risk. Imports of these products have tripled in the past ten years. Is this
protection?

2. There is also a belief that many of the debtor LDC's must be allowed to ship
textiles and apparel to the U.S. in order to earn foreign exchange; and in some in-
stances we now see where these debts are being forgiven in return for a barter for
textiles.

3. Geopolitical factors, such as those which have led to permitting the People's
Republic of China to become our largest supplier of textiles and apparel; and,

4. A basic belief in a free trade philosophy, which does not exist in the real world,
and pursuing such policies even when international rules exist for more regulated
and managed trade.

What have we done as an industry to deal with the problem of imports?
-Our nearly 4% per year productivity growth in textiles is four times greater than

the service industry and 1% better than the average for all manufacturing in-
dustries. We have achieved this kind of productivity by reinvesting 80% of our
retained earnings in new plant and equipment, at an annual rate of almost $2
billion.

-We are a very competitive industry within the U.S.
-We do not pay excessive wages. They are slightly below the all manufacturing av-

erage.
-We are developing a quick response program working more closely with our cus-

tomers on quality and delivery to provide the consumer the product he desires
when he wants it. Associated with that endeavor is our "Crafted With Pride in
USA" message which you have probably seen on TV shows.

-Also, our export initiatives are producing results, with close to $6 billion in ex-
ports last year-a 14% increase from 1988.

-We have tried to work within the context of the MFA and the bilateral textile
agreements that emanate from it and have urged our government to more rig-
orously enforce and implement the MFA and the bilateral agreements.

-We have tried to get our government to police the unfair trade practices which
exist in world textile and apparel trade; through the filing of over 20 counter-
vailing duty and dumping cases against supplying countries. Even while these
countries defy our trade laws, they set up their own barriers to keep imports
out of their markets. I know this committee is very familiar with the list of
trade barriers which exist from other countries. Here is the most recent compi-
lation of them from the Department of Commerce. There are 243 pages of bar-
riers listed.

With the change of administration, w- began anew our efforts to work with the
Executive branch on this problem. We began discussions with the Bush Administra-
tion in early January 1989, to see whether this Administration would act more ef-
fectively to solve' the import problem. We recommended that our government use
the tools available to it under the MFA, such as the EEC did successfully in the
1980s in addressing its similar problem. This approach produced no results.

Moreover, our government has not offered us any assurances that our problem
will be dealt with satisfactorily in the Uruguay Round negotiations. In fact, there is
growing concern that we will become the sacrificial lamb in these trade talks, so
that other U.S. trade objectives can be achieved.

This is why we are again asking the Congress to enact legislation that will effec-
tively solve the textile trade problem once and for all.

This legislation which many of you are co-sponsoring, the Textile, Apparel & Foot-
wear Trade Act of 1990, S. 2411, will provide this industry with the import control
vitally needed to keep our jobs and keep them in America.

It, in fact, supports the position our government has tabled in Geneva as the U.S.
position on textiles in the Uruguay Round in its basic concet. It proposes, as does
the government's Uruguay position, a global quota to deal with this problem.

The bill's key provisions include:
* Total, global limits will be established for each product category;
• Each quota category will be based on those record-setting 1989 levels. There will

be no rollbacks in trade;
* An allowance of one percent annual import growth, a rate that is compatible

with the historical growth of the domestic market;
* The Secretary of Commerce is to give priority in the quota allocation to coun-

tries that increased their commercial purchases of U.S. agricultural products in the
previous year.

e Compensation for these quotas are in the form of tariff cuts on products covered
under the bill.



* This bill will not target specific nations or regions. And it wil! allow the Admin-
istration to exercise discretion and flexibility in its implementation. Textile agree-
ments can be continued, re-negotiated or terminated in an orderly manner.

* Canada and Israel, with which the United States has free trade agreements, are
exempted from. the global quota;

* Caribbean Basin imports are specifically not to be reduced, they will be main-
tained at current levels;

- The operation of the Act will be reviewed by the Secretary of Commerce aiter
10 years and the findings reported to the Congress;

* And S. 2411 is consistent with Article XIX of the General Agreement on Tariffs
and Trade.

This proposed legislation is effective and fair. It provides the Administration con-
siderable flexibility. It is not inflationary since there are no rollbacks and quota
compensation is provided. It will not provoke retaliation. It allows us to honor our
existing agreements.

Clearly, the approach taken by this bill demonstrates this industry's interest in
working with the Administration, Congress and other interested parties toward the
goal of passing responsible legislation.

And clearly, actions taken the past year by Administration officials and others,
however well intended, have done little to solve the textile, apparel, and footwear
import problems. We have documented this and other points I have made today in
charts and graphs which are attached. I ask that these be made a part of my testi-
mony.

In closing, I urge this committee to report S. 2411 out of committee at an early
date. Our industry hasn't given upon itself. We ask that this committee and this
Congress not to give up on us. We are willing and able to make a contribution to
U.S. competitiveness. But, our contribution must be based on the certainty that our
domestic market will not be overwhelmed by imports.

We ask for the import control we need to give our two million workers hope, jobs,
a decent wage, and to give us a reason to invest in the future of our industry and
our nation.

Thank you.
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NON-APPAREL TEXTILE MARKET IN SQUARE YARDS
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APPAREL MARKET IN SJARE YARDS

1 2 3 4 5 6 7
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THE U.S. TEXTILE MARKET IN SQUARE YARDS

2 3 4 5 6 7
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Note: Data reflect cotton, wooL, manufactured, and other vegetable fibers.
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PREPARED STATEMENT OF THOMAS A. HAYs

Mr. Chairman and Members of the Committee: I am Thomas A. Hays, President
of The May Department Stores Company. The May Department Stores Company is
one of thb largest department store companies in the country, operating 295 quality
department stores in 29 states and the District of Columbia, including Lord &
Taylor, New cork City; Foley's, Houston; May Company, Los Angeles, California;
Hecht's, Washington, D.C.; Robinson's, Los Angeles; Kaufmann's, Pittsburgh;
Famous-Barr, St. Louis; Filene's, Boston; May Company, Cleveland, Ohio; G. Fox,
Hartford; L.S. Ayers, Indianapolis; May D&F, Denver; and Meier & Frank, Portland,
Ore. In addition, May operates and is aggressively expanding Volume Shoe Corpora-
tion, the nation's largest chain of self-service family shoe stores, which operates
principally under the trade name Payless ShoeSource. There are 2,765 Payless Shoe-
Source stores in 4 states and the District Columbia. In total, May Company employs
approximately 115,000 people in 47 states, the District of Columbia and 14 offices
overseas.

I am appearing today on behalf of RITAC-The Retail Industry Trade Action Coa-
lition. RITAC is composed of large and small retail companies and retail associa-
tions whose member companies employ over one million Americans, with stores in
all 50 states. We oppose enactment of S. 2411, the Textile, Apparel, and Footwear
Trade Act of 1990.

Our concerns are fourfold. First, retailing is a vital and highly competitive sector
of the economy whose survival depends upon meeting customer demand. By artifi-
cially restricting access to imports even further than under present law, the bill
would jeopardize our ability to serve our customers, Second, enactment of this dra-
conian legislation would invite retaliation, violate our international obligations
under the Multifiber Arrangement and the 40 bilateral textile agreements negotiat-
ed pursuant to it, and undermine our nation's efforts to secure a more open trading
system through the Uruguay Round of GATT multilateral trade negotiations Third,
given the vibrant health of the domestic textile industry and the unparalleled level
of protection it already enjoys, further relief from legitimate import competition is
unnecessary. Existing protection costs the average family of four $238 a year; this
bill would increase that burden substantially. Finally, enactment of the legislation
would undermine the Committee's successful efforts to produce positive trade legis-
lation in 1988 and the Administration's ongoing efforts to implement that legisla-
tion to expand world trade.

On March 19, 1985, at the outset of the 99th Congress, the domestic textile and
apparel industry asserted that it would be extinct in five years if H.R. 1562, an ear-
lier textile quota bill, were not enacted into law. As of March 19, 1990, the domestic
textile industry showed no signs of dying. Indeed, it continues to prosper, - outper-
forming nearly all other manufacturing sectors. Its current projections for extinc-
tion the year 2000-should be seen for the false alarm it clearly is. We hope you'll
come to recognize that it printed its autobiographical obituary prematurely.

I. OVERVIEW

Retailers are a major industry in the country, employing nearly 20 million people
or roughly 18 percent of the American workforce. Our annual sales of over one tril-
lion dollars constitute a third of the nation's grofs national product. Because we
make a substantial contribution to the health of the economy, retailers have a
major stake in the formulation of U.S. trade policy.

To remain competitive and to keep our own people employed, retailers must find
merchandise that offers value to American consumers, at a price they can afford to
pay. We prefer domestically produced goods to imports, but when domestic sources
of supply are unavailable, overseas manufacturers often help us meet customer
demand.

Since 1985, retailers have found it increasingly difficult to source abroad as the
Executive Branch continued to tighten restrictions on imports. Between 1985 and
1989, for example, the Administration "called" nearly 400 product categories to es-
tablish new quota limits on imports. It also negotiated successively tighter bilateral
restraint agreements with major suppliers. As a result, retailers now find that more
than three quarters of all textile and apparel imports from countries restricted by
quotas are subject to an annual growth cap through specific, group, or aggregate
quota limits. These caps effectively restricted annual growth from these countries to
an average of just 3.1 percent from 1987 to 1989. And because the U.S. Government
has been so vigilant in enforcing the terms of the existing 40 bilateral restraint
agreements and imposing calls textile and apparel imports have not reached 59% of
domestic consumption as the textile industry alleges. Rather, since 1985 there has



been no change in the ratio of imports to domestic consumption of textile products
(6.6 percent) and the ratio of imports of apparel products to domestic consumption
has remained fairly constant, increasing only 3.5 percentage points (from 21.9 to
25.4 percent) over the period 1985 to 1989. In short, the U.S. Government's aggres-
sive administration of the textile quota import program has significantly limited im-
ports and continues to provide the domestic industry with opportunities to increase
sales in an expanding market.

II. ANALYSIS OF THE LEGISLATION

The Textile, Apparel, and Footwear Trade Act of 1990 would restrict U.S. textile
and apparel imports to 1989 levels plus a mere one percent growth thereafter on a
category-by-category basis. Additionally, it would freeze nonrubb" footwear imports
at 1989 levels. The bill also would-for the first time-subject the exports of the Eu-
ropean Community to quotas. If enacted, it would:

* raise consumer costs by billions of dollars per year, to a total of $74 billion in
the year 2000 alone, culminating a decade in which total textile taxes will approxi-
mate a recent estimate of the total cost of the S&L bailout-$500 billion;

* force widespread job losses throughout the retail industry and importing sector
of the economy, including approximately 50,000 retail employees alone;

e undermine the Uruguay Round of GAiT multilateral trade negotiations and
violate our international obligations;

" invite retaliation against U.S. exports, in particular agricultural exports; and
* negate this Committee's commendable effort in drafting effective trade laws

and in promoting a coherent trade policy.

The bill is fundamentally flawed. It is not a "modest" measure. It ought to be re-
jected.

Increased Consumer Costs
This legislation would impose substantially higher costs on consumers at a time

when they already are burdened with billions of dollars in hidden textile and appar-
el taxes. In a 1987 study, William R. Cline estimated that the total consumer costs
of protection amount to $17.6 billion annually in apparel arid $2.8 billion annually
in textiles. The average family of four pays $238 more per year as a result of existing
protection. Preliminary new estimates by Cline find that, even with no change in
protection, consumer costs in apparel will escalate from $22 billion in 1992 to $31
billion by the year 2000 (at constant 1989 prices) due to growth of the market. The
textile industry proposal for a one percent growth cap would raise consumer costs
further by $5 billion in 1992 and $43 billion by the year 2000 (for a total cost of $74
billion in that year alone). Over this coming decade, enactment of this legislation
would force consumers to pay a total textile tax of nearly $500 billion or roughly the
same amount the S&L crisis is now predicted to cost taxpayers.

The additional costs would fall disproportionately on our lower- and middle-class
customers, who are least able to afford significant price increases. Given the hidden
textile taxes they already are forced to pay, they should not be burdened with an
additional tax on basic necessities.

Job Losses
In 1987, economists predicted that enactment of the pending textile quota bill

would have forced 52,000 American retail employees out of work. Assuming S. 2411
would have a comparable impact on the economy, the retail sector would see compa-
rable losses. And for what purpose? Simply to preserve jobs in an industry that en-
joyed an increase in employment between 1985 and 1989?

In 1985, Members of Congress -were told by textile industry lobbyists that "if
import penetration of U.S. markets continues, hundreds of thousands more workers
will be laid off or more likely terminated because of plant closings." Imports have
since risen to meet expanding domestic demand. The industry, however, has not
been devastated. As one measure of its prosperity, textile employment has risen since
1985.



EMPLOYMENT TRENDS IN TEXTILE AND APPAREL INDUSTRY
[Total en tplet

1985 1989 ange 19W 89 (Percent)

Textile Sector .................................................... 702,300 726,100 + 3.3
Apparel Sector ............................................... 1,121,300 1,091,400 - 0.1

As one would expect, labor in three southern states (North Carolina, South Caroli-
na, and Georgia) would be the prime beneficiaries of the additional quotas. yet,
these states have been enjoying gains in manufacturing employment, including in-
creased textile and apparel employment. Moreover, the unemployment rate in
North and South Carolina now is well below the national average (4.5% and 3.5%,
respectively, vs. 5.3% nationally). Workers in other states should not be forced out
of work simply to increase employment Opportunities in these states.

Immediate Impact on Retailers and Consumers
The domestic market is consumer driven. This means that the consumer, not the

retailer, ultimately determines what sells and what stays on the shelf. It also means
that the market is subject to constant change, with some segments growing rapidly
while others stagnate or even decline. Retailers must anticipate the market's direc-
tion, even as they try to influence its course through a variety of merchandising
practices.

If enacted, S. 2411 would severely disrupt this process. The textile industry's as-
sertion that limiting import growth to one percent simply places imports and do-
mestic manufacturers on a common footing is patently false. The one percent
growth rate does not reflect growth in a market which fluctuates considerably over
a much shorter time horizon. F , xample, during the economic expansion that
began in 1982, total textile fiber c. gumption has actually been-growing at a rate
approaching 10 percent annually. More important, long-term growth rates are of
little consequence to retailers-and manufacturers-who must respcn.d to surges in
demand.

The proposed legislation would go beyond just "fixing" the U.S. mari-t for domes-
tic manufacturers by guaranteeing them the same snare of consumption in future
years that prevailed in 1989-an idea totally antithetical to our free market eco-
nomic system. The legislation would grant domestic manufacturers an increasing
share of the market over time in any product category in which growth in consump-
tion exceeds one percent. In other words, this legislation would force retailers to buy
an increasing share of their overall product mix domestically, regardless of whether
it made any merchandising sense.

Finally, the additional restrictions being proposed would cut trade dramatically.
Many of the products our customers cur: .ently demand simply will not be available.
Domestic manufacturers either cannot or will not fill this need. The availability of
children's wear and budget department items in particular will be substantially re-
duced, if not eliminated. Moreover, as foreign manufacturers change their product
mix to adjust to the new quota limits, they will increasingly concentrate on produc-
ing higher-priced items to garner the higher profits on the limited number of prod-
ucts they can export. As a result, many lower-priced items simply will not be avail-
able and those ems that will be available in retail stores will be too expensive for
persons on a limited budget.

In the end, reduced supply and corresponding higher prices will generate infla-
tionary pressures. In past years, import prices have increased as the market has felt
the force of increased quota restrictions, the fall in the value of the dollar, and over-
all growth in demand. Enactment of S. 2411 would only compound the problem.

Retaliation
Enactment of the legislation would provoke retaliation against our exports, in

particular agricultural exports. In the past, the European Community and other
governments have indicated they would retaliate if textile quota legislation were en-
acted This would be particularly devastating to farm families in the Midwest. Agri-
culture already has paid a heavy price for textile protection. In 1983, for example,
the textile bilateral restraint agreement between the United- States and China
lapsed as a result of our government's attempt to freeze China's share to our domes-
tic market. China shifted its source of grain purchases, costing our farmers an esti-
mated $500 million in lost sales.



Agricultural exports have always been the first to feel the sting of retaliation. In
addition, some of our most sensitive and competitive exporters-like those in the
high tech industry-also would be hurt. It simply makes no sense to add yet another
layer of protection for the domestic textile industry at the expense of U.S. farmers
and other export-dependent Americans.

Flawed Legislation
While often described as "modest," this legislation will create havoc within the

retailing community by totally disrupting retailers' ability to follow changes in
market demand. In addition to the one percent limitation on growth, the bill also
provides the Secretary of Commerce with authority to prescribe regulations to en-
force the Act, including rules to ensure the reasonable spacing of imports over
[each] calendar year." Like the licensing provision in earlier textile quota bills, this
requirement-if it could be administered-would unnecessarily complicate the im-
porting process and impose additional costs.

By mandating global quotas, the legislation also would bring products from the
European Community under- tight control. Their exports to the United States are
confined largely to yarns and fabrics purchased by U.S. textile and apparel manu-
facturers for further processing in the United States. Their trade in finished apparel
is of little consequence.

The legislation would leave the Administration with the delicate task of allocat-
ing quota rights among our trading partners. It would be forced either to breach the
terms of existing bilateral agreements with many smaller developing country sup-
pliers by reducing annual growth to 1 percent (destroying the MFA in the process)
or to grant newly controlled suppliers such as the European Community less than 1
percent growth. In the past, retailers could react to new controls on a given coun-
try's trade by seeking new sources-of supply. No longer. This essentially would
become a zero-sum game. If one country is allowed to grow by more than 1 percent,
another country's growth must be reduced by an offsetting amount (unless that
country is Canada or Israel, which have been exempted from quota coverage).

Finally, since the bill provides for only a 10 percent reduction in tariffs-not a 10
percentage point reduction-the compensation' being provided is virtually meaning-
less, particularly when staged over 5 years. With textile and apparel tariffs averag-
ing 19 percent, they would be reduced to only about 17 percent, still roughly 4 times
higher than the average duty on all other imported products. Moreover, the bill
denies the President the authority to enter into trade negotiations to reduce exist-
ing duties on textile and apparel products as part of the GATT round, limiting his
authority only to offer concessions as part of separate bilateral agreements.

III. MORE HELP FOR A HEALTHY INDUSTRY?

Upon introduction of H.R. 1562 in the 99th Congress, the nation was told that "[if
Congress does] not act now to curb imports, in five years our entire industry and
four million jobs that depend on it will simply cease to exist." Notwithstanding this
dire prediction, the domestic textile industry is prospering. This year's plea for pro-
tection should be assessed in light of the industry's current economic performance.

Profits
For the textile industry as a whole, profits have been up and are substantially

above retail sector returns. Members of Congress should be careful not to attribute
to imports any declines in textile industry profitability that are owed to heavy in-
debtedness resulting from numerous recent LBOs.

PROFITS PER DOLLAR OF SALES INCOME AFTER TAXES
[in cents]

J 1985 1989

T e x tile In d u stry .............. ....................................................................................................................... 2 .4 2 .5
R e ta il S ec to r .......................................................................................................................................... 2 .2 1 .9

Production
Textile and apparel production has risen smartly since 1985 and industry sales

ar(. at an all-time high. In fact, total industry shipments have increased by a greater
percentage than shipments by the manufacturing sector generally. Not surprisingly,



textile industry capacity utilization continues to be higher than the all-manufactur-
ing average.

SHIPMENTS
[In millions of current dollars]

1985 1989 Change 1985-89 (percent)

All Manuf ........................ 2,341,220 2,781,354 + 18.8
Textiles ......................................................... 52,627 63,482 + 20.6
Apparel ......................................................... 56,993 72,192 + 26.79

Total ........................................................ 1 09,620 135,674 + 23.8

Source: US. Department of Commerce.

CAPACITY UTILIZATION RATE
(In percent

1985 1989 Change 1985-89 (percent)

All M anuf .......................................................... 80.3 84.0 + 4.6
Textiles ............................................................. 83.3 91.5 + 9.8

Source: The Federal Reserve Board.

Exports
The U.S. textile and apparel industry is experiencing phenomenal export growth.

Last year, the industry's exports increased 27% over 1988 levels. The largest mar-
kets for U.S. exports of textile and apparel products include countries that this leg-
islation would subject to quotas: the European Community, Saudi Arabia, and Aus-
tralia.

IV. AMERICAN COMMITMENT TO EXPANDING WORLD TRADE

As retailers, we vitally depend on the health of the world trading system. Our
customers rely on the output of other nations. We must not take the easy route and
blame all of our ills on foreigners. Along with the Administration, Congress must
work to establish a world trading environment in which export opportunities in-
crease for all.

We commend the Committee for producing an omnibus trade bill in 1988 that fur-
thers this goal. At the outset of hearings on trade reform, RITAC urged Congress to
produce positive trade legislation ti-at did not provide sector- or country-specific
relief from import competition. Enactment of the textile quota bill not only would
undermine your accomplishment, but would jeopardize the multilateral trade talks
that are now nearing their conclusion.

With the support of this Committee, the Administration has established impor-
tant national trade objectives to guide negotiations in the Uruguay Round. The U.S.
Government encouraged our trading partners to begin these negotiations to increase
U.S. exports of goods and services, protect U.S. intellectual property rights, and
eliminate barriers to U.S. investment. Both importing and exporting countries agree
that a phased return of textile and apparel trade to the GATT system will be an
essential element of a balanced package of trade liberalizing measures. Nonetheless,
the domestic industry is continuing to press the Administration to impose a global
quota scheme in Geneva. That approach is as unacceptable to retailers as imposition
of global quotas by legislative fiat. In any event, by-unilaterally rejecting the GAIT
negotiations through enactment of global quota legislation, Congress will squander a
rare opportunity to achieve important national trade objectives.

We have no doubt that the domestic textile industry appreciates the benefits of
free trade. Domestic textile manufacturers, for example, buy nearly all their fabric
formation and fiber-to-fabric machinery from foreign suppliers. In fact, they do so
with the benefit of duty-suspension legislation on roughly $500 million worth of
these and additional products, including power driven weaving machines, carding
and spinning machines specially designed for wool, power driven flat knitting ma-
chines, and decorative braiding machines. At least in one sector, the domestic indus-
try appreciates that David Ricardo, John Stuart Mill, and Adam Smith were on to



something. Retailers believe they ought to have the same freedom to shop the
world's markets for high quality, reasonably priced goods.

V. CONCLUSION

Mr. Chairman, American retailers support a strong, viable domestic textile and
apparel industry. But we oppose the textile industry's quota bill because it will raise
consumer prices and create further retail market uncertainty, force job losses in the
retail and import sectors, risk retaliation by our trading partners, and undermine
the Uruguay Round. In contrast, returning textile and apparel trade to GATT rules
will enhance national welfare by eliminating distortions that force U.S. consumers
to pay an annual textile and apparel tax of over $20 billion and will help the domes-
tic industry compete in the 21st century. Having had to live with the current
system long enough, retailers believe the Administration (with the support of Con-
gress) should phase out import protection so that textile and clothing trade is even-
tually returned to market principles and forces. Instead of providing further import
protection, the U.S. Government should negotiate in Geneva for foreign market
access for U.S. textile and apparel products and give the domestic industry an op-
portunity to compete rather than an excuse to continue relying on government pro-
tection for its survival.

Thank you.

PREPARED STATEMENT OF SENATOR JOHN HEINZ

Mr. Chairman, this morning's hearing is good news because it means we are once
again moving forward to the enactment of textile legislation. I have supported this
bill twice in the past, and I intend to do so again.

Frankly, Mr. Chairman, the way the past three administrations have treated the
domestic textile and apparel industry is a national disgrace. Over the past 10 years,
imports have risen at an average annual rate of 10.6%, to the point where they ac-
count for the largest part of our trade deficit aside from petroleum-over $30 bil-
lion.

This growth has occurred despite a pledge by President Reagan to limit it to the
level of growth of the domestic industry, which has averaged less than 2% per year.

While some part of the very high growth rates of the early 1980s could be attrib-
uted to the high dollar, the significant increase in 1989, following the first decline in
9 years in 1988, is particularly disturbing because it means we may be back on the
road to further decimation of the domestic industry.

I am also particularly concerned, Mr. Chairman, with the extent to which this
empire of imports is built on dumping, subsidies, fraud, and quota circumvention.
Right now a major dumping case against sweaters from Hong Kong, Korea, and
Taiwan is making its way through the Commerce Department. This investigation is
revealing not only significant dumping but blatant circumvention of Chinese textile
quotas by Hong Kong.

I have here, Mr. Chairman, advertisements run in the New York Times by Hong
Kong producers which lay out publicly the extent of the circumvention and attempt
to make it an asset in their effort to capture market share. I have written Adminis-
tration officials about this, but as yet I have no evidence that any action is being
taken, despite obvious violations of trade agreements.

And that is why we have these textile bills. If past administrations had kept their
commitments; if past and current administrations would enforce the agreements we
have; if they would enforce our current trade laws; this legislation might not be nec-
essary. But they have not, and ten years of experience suggests they are not going
to. Under the circumstances, I don't think any of us has any alternative but to sup-
port this bill.
Attachment.
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Mr. Auggie Tantillo
Deputy Assistant Secretary for Textiles and Apparel
Chairman, C.I.T.A.
U.S. Department of Commerce
14th Street & Constitution Ave. N.W. May 21, 1990
Washington, D.C. 20230

Dear Mr. Tantillo:

The attached item from today's New York Times speaks pretty much for
itself. CITA and the Department should be concerned about what amounts to
an advertisement that rules of origin and quota are irrelevant to the
development of business in Hong Kong. Consider the implications of these:

"At stake is $8.5 billion worth of China-made goods re-exported by
Hong Kong to the U.S. each year ..... Hong Kong companies now run some
18,000 factories employing 2 million workers in neighboring Guangdon
Province. Many are subcontracted by Hong Kong to manufacture for American
companies. Hong Kong product lines made in China and most under threat buy
proposed M.F.N. action are toys, electronics, garments and household
goods.."

The service sector makes up more than 75% of Hong Kong's GDP,
direct manufacturing has declined to about 20%.. .Rising wages, high land
costs and restrictions on trade overseas have pushed local manufacturers
toward higher quality and value added products."

The Chairman of the Swire group is quoted as saying that "The nimble
fingers will be on their [PRC] side of the border, the brains will be on
our side." The advertisement then notes that, "In fields like textiles,
the design and quality control work on garments will be done in Hong Kong
with the bulk of the work being finished in factories in China."

Given other recem-t stories forwarded to your office, and given this
advertisement, a vigorous enforcement of the rules of origin on textile
and apparel products clearly is required. Our industry has made clear its
willingness to assist the Department in any practicable manner within thiN
effort.

I would be most interested in learning of your and CITA's plans to
carry out your collective responsibilities for administration of the
textile program as provided for under section 204 of the Agriculture Act
of 1956, as amended, and Executive Orders 11651 and 12465.

ve ry-/ y ours,,--' e th M. B r

enc. Advertisement from NYT 5.21.90
cc. AFTAC
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South China's Business Dynamo

o matter what happens in
Hong Kong alter the 1997
takeover, the city will con-

tinue to be a major business focus
for southern China

Opinion on both sides of the bor-
der is unanimous that the city's en-
trepot role for a huge swathe of
China will become even more vital in
the future

The busy container port at Kwai
Chung contnues to grow as new
reclamations extend the shoreline
out into what was once the secluded
anchorage of Gin Drinkers' Bay

Latest estimates are that by
2011, port traffic is expected to
grow 500% above 1989 figures
which saw 4 46 millon 20-foot
equivalent containers handled

Director of Marine Michael Sze
contends the key to success is not
only efficiency at the private-enter-
prise container terminals but also
service at reasonable prices

He estimates port cargo through-
out would rise from 85 million tons
last year to 450 million tons by 2011
To handle te enormous increase in

,shipping much of it channelling
goods to or from China the Port and
Airport Development Strategy
hinges on further reclamation. con-
tinuous , edging. a hub of safe
moorings Dennd breakwaters and
typhoon shelters and navigational
channels through the busy harbor to
the berths

Much of the wealth of Chi-'a trade

passes through Hong Kong's effi-
cient harbor. a flow that has in-
creased dramatically since China
opened wide her trade doors in the
late 1970s

In 1978, Hong Kong did $1 4 bil-
lion business with China By 1989,
this had grown to $43 billion

.With domestic rates of pay rising I
rapidly (now second-highest in Asia
after Japan) andihn prices J
higher than Ma n H Kong
manufacturers nave ncreasingly set
_u ,nuses i'n the 5peciaTlEco--/

nomic Zones established byChina
slrateqicalN, close to the border '

•.The results been beneficial, for
both societies; although firm figures
are not available. it is generally
agreed more than two million work-
ers in Guangdong a nploye in
Hong Kong-owned factores, This is
significantlyMretanlbo n
.mianufactunnn in-Hong Ip

our economiesare growing
closer together," explains industrial-
ist Dennis Ting, Chairman of Kader
Industries, a toymaker

"Hong Kong will be the New York
of China Other cities will become
the Pittsburghs and Chicagos We in
Hong Kong will initiate the orders for
goods which will be made in China
and then marketed to the world
through Hong Kong '

Politically, the border remains As
a matter of security, the 22-mile land
border is sealed by a stout wire
rence that runs along the Hong

Kong side of the Shenzhen River
Police and army patrols on both
stdes of the land border and manre
police launches at sea attempt to
staunch a continuous flow of illeca
immigrants from lowly-paid Guar:
dong into what is perceived as the
gold.paved streets of Hong Kong

But economically, (he border is
melting away as the two comple.
mentary commercial entities groA
together

It is, says prominent academic
commentator T L Tsim like a ban.
yan tree in which separate trunks
combine to form a stronger whole

Dame Lyda Dunn, Chairman of
the Hong Kong Trade Developrment
Council. talks of Hong Kong as the
lnchpin for the South China econ-
omy, the wealthy area south of the
Yangtse Kiang with a population of
more than 300 million Says David
Gledhil, Chair man of the Swire
Group "The nimble fingers will be
on their side of the border, the
brains will be on our side"

In fields like textiles the design
andu lly Control work on gar-
mens will be done in Hon Kong
wih me bulk of the work einq'in
ished in factores in G.hin-a.V Glec
hill says of the developing pattern "
symbiotic manufacturing

.What we are entering now is a-
era of v ast potential opportunity. '

adds Jack So, Executive Director c-
the Trade Development Cuncil.

Many agree They see post-19-
Hong Kong not as time of depres.
sion but one of potential good for.
tune that will bring lucrative rewarCds
tc the agile

U S involvement in a huge plan-
ning contract to build an enormous
airport-pott-rail complex on Lanlau
Island has been secured through ltr
San Francisco-based construction
giant Bechtel Inc.

From the Hong Kong Convento-
and Exhibition Centre on the Wan-
chai waterfront, anyone who has
lived in Hong Kong for 20 years car.
gaze down the harbor and not see a
building that stood when he arrived
in the city The huge Centre. built to
capture a significant sector of the
lucrative Asian convention business
stands on reclaimed land which two
decades ago was 300 yards from
shore N
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U.S. Trade Surplus-
a Reality with Hong Kong

or the first rime in two dec-
ades the unled States is in
the crack Ait , of itS

raojo trading partners in Asia -
Hong Kong

But there arc dark couds on the
horizon Proposed U S trade sanc-
tions against China currently before
Congress could impact heavily
against Hong Kong-U S trade

The U S Commerce Departments
figures for February show that the
U S dramaticall, turned its $470 7
million deficit in January trade wilh
Hong Kong inl. a $45 9 millon sui-
p us

Analysis aLtibuted the surplus to
a 27% increa, in American eiprfs
to Hong Kong an February It is con-
sislent with rising U S experts to
that market ario failing Hong Kong
* rnpofts in recent months
-Trade o'Fcals are Aalching to see
if the U S Surl ;s ,ith Hong Kong is
sustained ,n the March Igures

'We re very glad ;o see the U S
round the corner on :rale oilh Hung
Kong said Alan Wung Regional
Representatle (Americasi of Ine
Hong Kong Trade revelopment
Council

"Its proof pst, e that Hong Kong
iS a free and fair tralng partner Alth
a leve! playing I:eid
"We hope h;ss the begn. ing of

a long-term inarxet trend for Amer.
ican products in Asia

Hong Kcng s exports to the U S
fell in the first twO monrths of thiS
year. espe:.all or w atres and
clocks daa crocesso machines
and toys During tre sa'e period
imports to Hong Kong ol American.
made consumner prlccS transport
equipment e eclica. -a.- nery
fe!ecommur.,alons e.- -ment ano
transistors cre,, sus'asa ly
The garend c c,,os :.er U S,

Hong Kong !,ace e c-s are in the
form of U S 'Ireat .c ,. hcraol,
Most Favorec "a!,,;,' r % ) trade
status IrOn Chra

This action proccseo by China
critics in Congress woo'0 se:rousiy
affect Hong Kong 0o0t economically
and psychooCal, accclongto
Chris Jackson. Hong Kong s Assist.

.SiPoor us SURPLUS

.sIM,o '" 1........................................................"

Feb Malcar Apr May J,e July A*.,uW SepT 0-i Nov Cc Jam Fet

The lioad to a 1990 surplus in U.S. trade with Hong Kong.

ant Director-General of Trade (13 S)
At stake is $8 5 bilon worh of

China-made- goods r- e p,:ed by
Fong Konc to te U S ear
Loss of M FN would make these
products subject to tariffs of up to
70%. renlern mucn re exlport me-
chandise uncompetitive tn the tern.
tory's most important export market

"Since China began a rnoe open
policy in the early '80s its ranufac-
luring sector has grown dra'malcal
ly m-ong Kong has played a major
part in that growth, and Is nCo inex
tricably linked to China." sa d Mr
Jackson
JHono Konq companies nO,, frr

.some 180 tactories ernciln

million workers In neignbolorir
l,. uangd ng ar~rr,:e n are sub"iK 5Tracted by Hong Kong to manu- j

facfure for American companies
Hong Kong product hnes made ,i.r4

",,hina and most under threat by the
proposed M F N action are toys
electronics garments and house-
hold goods

"The loss of the M F N vojld ,ot
only damage Hong Kong s trade
with its two biggest trading partners
- the U S and China - but it
would undermrfe Hong Kong s in-
sestment in China and na, , tn
terrltrry5 services sectors - parilc
ularly finance and transporalor,
Mi Jackson said

rng Kong is the world's 14:h
largest market foi U S proo,c:, ar.
the 1 tn largest supper to tre
Arnercan market la is the U S s
leadng market for cul, damonds
and ginseng 3nd a prumirrer ; 

0
-c

ot o S cigarecres 8 rd oranges C, ir
ve'se'y the U S is r-luig Kcrg s
foremost export mar' et ac.-o"nt r.-
for 32% of the rerrito f s :ota. clo
mesac exports

On the investment side Amerc.,
companies have a signi~cant sla, e
in Hong Kong s grownn, $erves
sector including finance At the era
of 1989, there were some 900 U S
firms in Hong Kong including 20
licensed banks U

eal~ 1116

Video technology in a on Kong electronics factory.
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Hong Kong Lives On Trade

standing as the free trade
focal point of the Pacific Rim
with the greatest naro in

Mainland Asia, Hong Kong ships
and tranships goods to me wocia
marketplace

As China's gateway, itis the fur,
net through which flows much of the
increasing trade of the world b,.,s.

populous country
Despite events of thb past year

and the toughening attitude of Chi-
nese rulers to dissent ai home,
Hong Kong's entrepol role has root
slackened China trade is expected
to continue growling no matter what
turn politics take in Beiling.

Between 1980 and the end of the
decade, Hong Kong s re-exports
grew at a phenomenal 32% annual-
hy In 1988, they leapt 52% Mainly
because of business with China, re-
exports now greatly outstrip the
territory's domestic exports

The old image of Hilng K< ong as a
manufacturing center of inex pensive
goods has not been a reality tor
many years The service sector no,
makes up more than 75% cl Hung
Kong's GOP direct noariufacturing
has declined to about 20%

Rising wages, high lan costs
and restrictions on trade overseas
have pushed local manufacturers to.
wards higher quality and value-
added products.

As well as playing a pivotal role in
China's trade with the worlo, t-ong
Kong increasingly is tre focal point
of East Asia's commerce

In the past two oecadesexporls
to Taiwan have leapt mui e tnw , 30
times the 1970 value, to South Korea
they have nsen 88 times, to Japan
they have increased 26 times and to
ASEAN nations more than 20 times

Overall. the territory wrich has to
imporn virtually all its food, all raw
materials used in its factories and
even its drinkii ig waler has leap-
flogged into 11 Ith positin in the
world's hst of trading nations

I trade value terms, this tiny
rocky speck on the coast of South
China with fewer people than Mas-
sachs.setts. is the 11 th Largest trad-
ing ,.rtner in the wodd. The total
value of Hong Kong's trade last year

was S1 45 billion
"When Hong Kong talks 10 Amer-

ica about business, we're all talking
the same language." says John
Chan, the territory's Secretary for
Trade and Industry.

Precosety because it adheres to
tree enterprise. Hong Kong finds it-
sel in trade situations simdar to
those which frustrate Washington.

Like the United Slates. Hong
Kong has a significant deficit with
Japan - $7.4 billion 13st year. If also
runs trade defiits with Taiwan and
South Korea,

Cargo ship alongside Kwst lhunlg
Container Terminal.

Since it became an independent
member of GATI four years ago.
Hong Kong has champWoned the
global expansion of free trade.

"The entire basis of Hong Kong's
economic philosophy and success
has been an emphasis on freedom
of enterprise, on what has been de-
scribed as positive non-intervention-
by government," says John Chan.

"We provide the framework for
business, either directly or indirect-
ly, such as with electricity, gas and
transport. Then we let business get
on with bustntss '

Hong Kong's independent mem.
bership of GATT wil continue after
China resumes sovereignty in 1997,
preserving direct access of Hong
Kong manufacturers to world mr-
kets U
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PREPARED STATEMENT OF SENATOR JESSE HELMS

Mr. Chairman, early last year, I and several of my colleagues in the Senate,
joined by industry representatives, initiated a dialogue with President Bush and
others in the Administration regarding the problems faced by the domestic textile/
apparel industry. We had numerous meetings and discussions leading up to the ne-
gotiations now taking placing in the Uruguay Round of trade talks.

As a result of these efforts, I believe the Administration has developed an en-
hanced appreciation for the situation facing our domestic textile industry. That was
demonstrated when the Administration included in its GATT proposal the frame-
work for a global quota system, a system that the industry has been proposing for
years.

Mr. Chairman, despite the willingness of the Administration to propose a global
quota system, we were unable to receive the assurance we needed that ,this proposal
would not be bargained away for other trade concessions. That is why this legisla-
tion is necessary. We cannot afford to wait and take a chance that nothing will be
done to address the problems facing the textile industry.

I've supported the Administration's attempts to mitigate the effects of textile im-
ports by fighting foreign barriers and encouraging the domestic industry to increase
its competitiveness. We must continue in our efforts to keep world markets open.
But we have made little progress in that regard, and U.S. antidumping and counter-
vailing duty laws have proven inadequate as a means of offsetting the competitive
advantages enjoyed by other countries as a result of government subsidies, export
strategies, and import barriers.

The textile/apparel industry has made tremendous steps to increase its productiv-
ity. In fact, the productivity for the textile industry has increased at twice the rate
of all manufacturing over the last decade. Nevertheless, the evidence is irrefutable:
imports have continued to grow at an alarming rate and capture more of the domes-
tic market.

Mr. President, the Multi-Fiber Arrangement (MFA) has not been effective in slow-
ing the growth in imports. The responsibility for managing our textile import con-
trol program resides within CITA the interagency Committee for the Implementa-
tion of Textile Agreements. CITA's primary function is, in instances of rapid import
growth, to issue requests for consultations or "calls" as they are known, to foreign
countries for the purpose of negotiating a mutually agreed quota. This is the way
the program has been administered since 1974.

As textile and apparel imports began to rise rapidly in the mid-1980s. CITA great-
ly increased the number of calls it made: from 38 calls in 1982 to a peak of 135 in
1986. In 1987, the number of calls fell to only 38, even though imports were continu-
ing to grow to record levels. Consequently, textile and apparel imports during 1987
grew to an all-time high. Let me cite several specific examples that demonstrate the
ineffectiveness of the current system.

During the twelve months that ended March 1990, nine and a half million square
meters of apparel have entered the United States from Kuwait, Oman, Bahrain, and
Qatar. The Administration chose not to take immediate action. Meanwhile, these
imports keep climbing. Aside from the fact that these four oil-rich countries are not
known to have any apparel exporting industry, thus raising some very disturbing
questions, this episode shows conclusively why a system of global quotas is far pref-
erable to the sieve that passes for an import control program today.

North Carolina leads the nation in the production of bath towels; an important
product worth $1.1 billion in annual sales to the domestic industry. This figure
would be higher if this product was not so heavily impacted by imports. Yet, when
Thailand began exporting towels to the United States, the Administration did noth-
ing until imports from Thailand reached 14.5 million units, which is 3 percent of
domestic production-three percent to one country, a brand new supplier, before its
exports were controlled.

The U.S.-Thailand textile trade agreement expired on December 31, 1988, and has
not Leen renewed to this date. During 1989, the first year in which Thailand did not
have a textile agreement with the United States, our imports from Thailand leaped
37 per cent. With a global quota, this would never been allowed to happen.

Furthermore, I have a videotape in my office that was made a few years ago by a
British journalism team who visited several textile plants in Thailandi It shows
young girls working 12-15 hours a day, seven days a week. They don't vo to school,
and many spend the night on the floor of the textile plant.

In China, the conditions in textile plants are even worse. In fact, there is increas-
ing evidence coming to light of the extent to which China uses forced and convict
labor in it's textile and other industries.
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In the United States, our industries face strict wage and hour restrictions, clean
water and clean air requirements, complex tax laws, and a host of other govern-
ment mandates that add significantly to the cost of production.

Almost all other developed countries control textile imports to an extraordinary
degree, leaving the United States market as the world's dumping ground. For exam-
ple, under the MFA from 1982 to 1986, U.S. imports accelerated to an average rate
of increase of more than 18 percent. During the same period, the rate of import
growth into the EEC actually declined, and the growth rate in Japan remained es-
sentially unchanged.

It is time for Congress to address this problem, and I commend you for holding
this important hearing.
Attachment.
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PREPARED STATEMENT OF SENATOR ERNEST F. HOLLINGS

Mr. Chairman, I appreciate the opportunity to appear before the Finance Commit-
tee this morning.

OVERVIEW OF S. 2411

Mr. Chairman, I speak today on behalf of the 55 Senators who are cosponsoring S.
2411, the Textile, Apparel and Footwear Trade Act of 1990.

By way of introduction, permit me to summarize briefly the bill's objectives and
principal components. I think you will agree, this bill is remarkably simple and
straightforward:

The Textile, Apparel and Footwear Trade Act was introduced to prevent the out-
right extinction of the U.S. textile, apparel and nonrubber footwear industry.

To accomplish these goals, imports of textiles and apparel in each category would
be permitted to increase by 1 percent annually-roughly equal to the growth rate of
the domestic U.S. market. Imports of nonrubber footwear would be restricted to
1989 levels. The Administration would be responsible for prescribing regulations to
implement the import limits.

The bill rewards those countries who increase their purchases of U.S. farm prod-
ucts by guaranteeing them an increase in their prior year's quota. This was an
amendment to the 1988 textile bill proposed by Senator Daschle.

In addition, the President would be required to report to Congress annually on
the administration of the Act, and a ten-year review of the Act is mandated. Final-
ly, a pilot program which would auction quotas for 20% of textiles and apparel in
1991 is established.

Mr. Chairman, this is not the first textile bill to come before Congress. In 1968, 1,
along with Senator Cotton of New Hampshire, sponsored a textile bill that passed
the Senate only to die on a procedural technicality in the House. In 1978, substan-
tial majorities in both Houses passed another textile bill. President Carter vetoed it,
but was spurred to toughen enforcement of our textile trade agreements. His efforts
succeeded in largely stabilizing textile imports through the end of his term.

Regrettably, this was followed by the laissez-faire of the Reagan years and-to no
one's surprise-an unprecedented surge in textile and apparel imports. Foreign pro-
ducers seized over half of the U.S. apparel market. As a consequence, some 1500
U.S. firms have closed their doors. Nearly 400,000 American textile and apparel
workers have lost their jobs.

In 1985, in response to this inundation of imports, Congress again passed a textile
and apparel trade bill. I happen to think that that bill was a good one-so did a
total of 60 Senators and 262 Representatives, solid majorities in both Houses of Con-
gress. But the will of those majorities was frustrated by the opposition of one man,
Ronald Reagan.

Again, in 1987, we introduced and passed with substantial majorities a textile bill.
And again it was vetoed.

We have gone out of our way to address the principal criticisms of last year's bill.
In contrast to the 1987 version, S. 2411:

-exempts Canadian and Israeli imports from quota; and
-guarantees the Caribbean Basin Initiative countries their 1989 market share-

which is 11% of U.S. apparel imports.

By incorporating these modifications in the current bill, we hope to persuade the
President to join with us in a united front. However, should he decide to adopt an
obstructionist posture, I am confident that we have crafted a moderate, compromise
bill that will command the support of veto-proof majorities in both Houses of Con-
gress.

BROKEN PROMISES, TRASHED AGREEMENTS

Mr. Chairman, throughout the 1980s, we heard the Administration say that
American industry had to shape up and cut out the fat. So we restructured Ameri-
can industry from top to bottom, slashing employment throughout the manufactur-
ing sector-textiles is but one example. Yet the flood of imports has continued to
swamp the U.S. market.

They said the dollar was overvalued. They reassured us that as the dollar fell,
imports would fall. So Congress welcomed the Plaza Agreement of September 1985,
and many applauded as Secretary Baker talked the dollar down. But, 10 and behold,
the import deluge continued. The U.S textile trade deficit ballooned to a record
$26.5 billion in 1989, comprising 21% of the U.S. merchandise trade deficit. And, in



the first quarter of 1989, we set a record for imports, 3.13 billion square meters,
with textiles and apparel comprising 26% of our trade deficit.

They said, let the U.S. Trade Representative jawbone our partners into obeying
American trade laws. Let him negotiate equitable and reasonable limits on imports
into the U.S. market. So we watched the flurry of diplomatic activity. But we also
noted with dismay the Customs Service's estimate that a whopping $5.5 billion in
fraudulent and illegal textile apparel imports crosses our borders every year.

In January 1989, a new Administration entered the picture. They wanted to sit
down to talk with the industry. So for the last fifteen months, textile industry lead-
9rs have been meeting with this Administration to try to reach agreement on some
proposal to stem the tide of imports. While they've been talking, imports went up
12.7%.

TEXTILES AND NATIONAL SECURITY

Mr. Chairman, not only is the textile industry one of America's largest employers,
it is also an industry of critical importance to our national security. Two and a half
decades ago, the Kennedy Administration conducted a cabinet-level study which de-
termined that, next to steel, textiles are the United States' most important strategic
industry. That finding is no less valid today.

It is a truism that nobody wants Americans GIs to go to war in Japanese-manu-
factured uniforms. But the role of textiles in our national defense is far broader
than that. It encompasses everything from medical supplies to parachutes to the
fiber webbing that goes into the high-tech skins of Trident submarines and B-1
bombers.

PRODUCTIVITY IN THE U.S. TEXTILE INDUSTRY

One of the favorite shibboleths of free-trade zealots is that domestic industries are
inefficient and slothful. We listen to their neo-puritanical preachments that U.S.
companies deserve to be punished by their "disciplined" and "virtuous" foreign com-
petitors. Ignored is the fact that the "discipline" of those foreign producers is to en-
force a 14-hour day, and their "virtue" is to pay 30 cents an hour to their desperate
workers.

The New Republic intones grandly, "If foreign workers can make a product more
cheaply than we can, it is to our benefit to stop making it here, and to buy it from
them." This is the reductio ad absurdum of the free trade argument. After all, as a
practical matter, what product cannot be made more cheaply abroad? Does the New
Republic advocate that we simply disband American industry, lock, stock, and
barrel?

This is an insult to American industry and the American worker. According to
the Bureau of Labor Statistics and to President Bush, U.S. workers rank first in the
world in productivity.

The reality is that the U.S. textile industry is as advanced as any in the world.
Investments in modernization have reached almost $18 billion since 1980. The result
has been an explosion of technical innovation and productivity. Indeed, since 1974,
the productivity of U.S. textile workers has increased at an average annual rate of 4
percent. This compared to an average annual rate of increase of 2.7 percent for all
workers in manufacturing. According to the Office of Technology Assessment, the
productivity of U.S. textile workers is the highest of all U.S. manufacturing indus-
tries and the highest of all textile industries in the world.

Today, however, there is a very real question in the minds of textile executives:
Can they afford the expense of additional huge investments for the long term if
they are going to be destroyed in the short term by cheap foreign competition? Con-
sider that foreign prducers of apparel and apparel fabrics already control some 60
percent of the U.S. market. The Economist Intelligence Unit predicted in May of
1988 that if imports continued to enjoy the high growth rate of the 1980s, the U.S.
would have 80% import penetration in textiles and apparel by 1995. Truly, if some
version of S. 2411 does not become law, we will be looking at the programmed ex-
tinction-the phased liquidation-of the domestic U.S. textile complex.

Accordingly, one critically important impact of this bill is that it gives industry
executives some assurance that the domestic textile industry will still be here in
five and ten years' time, and that continued long-term investments are worthwhile.
It provides that degree of stability and predictability that are essential co long-term
planning.
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THE NONRUBBER FOOTWEAR INDUSTRY

Mr. Chairman, if the textile and apparel industry is suffering from pneumonia,
then by comparison the domestic nonrubber footwear industry is in the terminal
stages ef tuberculosis. Import growth has averaged 11 percent annually since 1981,
resulting in import penetration of almost 83 percent of the U.S. market in the first
quarter of 1989. Employment in the domestic nonrubber footwear industry is in pre-
cipitous decline. Since 1981, 408 nonrubber footwear factories have closed their
doors.

Three times, the International Trade Commission has ruled that domestic nonrub-
ber footwear producers are suffering grievous injury. Three times, Executive Branch
officials have adjusted their Adam Smith neckties and said, "Too bad. That is the'creative destruction' of the free market at work."

In this respect, Mr. Chairman, it is ironic that some would say this bill is an exer-
cise in Japan-bashing or Korea-bashing or whatever. It is more accurate to describe
this bill as Washington bashing. Its provisions are aimed, first and foremost, at our
own government and its refusal to vigorously exercise our rights under the MFA,
tighten our bilateral agreements and enforce our trade laws. From the ivory towers
of OMB, CEA and State, this Administration preaches a childlike faith in the "invis-
ible hand." Meanwhile, our trading partners pursue a policy of the iron fist. Their
nations are citadels of tariffs and barriers to trade. They gang together in consortia
and cartels and "common markets" to protect their own industries and to plunder
America's.

So let us be done with the mythology of "free trade." The reality is that 90 per-
cent of world trade today is government-to-government trade-trade conducted ac-
cording to ground rules laid down and enforced by governments. It is time, at long
last, for our own government to come in out of left field and go to bat for the hard-
working industries and workers of the United States.

The American textile and apparel worker is eager to compete. American industry
is eager to compete. By passing the Textile, Apparel and Footwear Trade Act of
1990, let us tell the world that we in the U.S. Government are equally resolved to
compete.

PREPARED STATEMENT OF MARK W. LOVE

My name is Mark W. Love, Vice President of Economic Consulting Services. I am
appearing today on behalf of the Luggage and Leather Goods Manufacturers of
America, Inc. or LLGMA. The LLGMA is an association whose several hundred
member companies represent the luggage and flat goods industry in the United
States and its suppliers. On behalf of the LLGMA, I want to express the apprecia-
tion of the industry for the opportunity to appear today.

As is true of the textile quota bill (S. 2411) and these hearings, my testimony has
an obvious eye to upcoming developments in the Uruguay Round negotiations as
they will affect the Multi-fiber Arrangement, or MFA. I do not know what the out-
come of those negotiations will be. I do know that a revised MFA or any alternate
international textile agreement should include textile luggage and flat goods. There
is no reasonable basis on which these products could possibly be excluded.

Ours is an industry that has been knocked from pillar to post by international
trade. First, there were the initial surges of imports in the early 1980's. This was
soon followed by the damaging impact of the strong dollar that completely ham-
strung the industry's ability to compete with imports and that greatly increased the
rate of import growth.

As a result, the U.S. Government acknowledged the industry as an endangered
species, and took what reasonable measures in U.S. trade policy that were available
to address the problem. Part of this acknowledgement was the recognition of the
vital role that this, and similar industries, play in creating entry-level and semi-
skilled jobs for newly-arrived Americans and others with fewer options for employ-
ment in our increasingly technological and specialized economy.

The industry now is concerned that the government will reverse itself again and
remove the modest trade relief it afforded this industry, as a trade-off in interna-
tional negotiations.

The most recent and troublesome indication of this pressure has come from the
textile negotiations taking place as part of the Uruguay Round. The luggage and
flat goods industry is concerned that the United States may be targeting its prod-
ucts for exclusion from any new agreement that would replace the current MFA.
This would be devastating to the industry. And this is why we believe that it is nec-
essary for us to look at an alternative to these negotiations, which is the bill S. 2411.



As is usually the case in international negotiations, we in the private sector have
had, until recently, only the broadest outlines of what the U.S. Government is seek-
ing to accomplish in Geneva. Yet on May 14, the U.S. Government tabled an updat-
ed submission on its proposed new textile regime.

In that proposal, there was mention of only one textile product category as an
example of products that have been proposed for immediate integration into GATT
by participants in the negotiations. That product category was luggage.

It would not be unreasonable to believe that this singular reference to luggage is
a reflection of intentions on the part of some in the Executive Branch. This May 14
proposal was a U.S. Government proposal. Furthermore, there has not been, to the
knowledge of LLGMA, any written proposal submitted by a foreign government on
textiles that specifically requested that luggage be immediately integrated into
GATT.

Now, what is the profile of this product that figures so prominently in the U.S.
Government proposal?

Here, I make several short points.
First, textile luggage and flat goods are highly import-sensitive and have been

long recognized as such in U.S. trade policy. Among other things, these products are
exempt from duty-free treatment under GSP and under the Caribbean Basin Initia-
tive.

Second, tariffs on 80% of luggage and flat goods imports were not reduced at all
in the Tokyo Round multilateral trade negotiations because these products were
deemed to be import-sensitive.

Third, the ratio of imports to production for these products is far in excess of
100%. More than 10,000 employees have lost their jobs in this industry over the last
decade.

Fourth, textile luggage and flat goods are a significant textile product. The indus-
try consumes more than 20 million pounds of fiber and, in 1987, used more than
$160 million of fabrics in the making of its products.

Fifth, imports of textile luggage and flat goods increased from $83 million in 1980
to $612 million in 1989; between 1988 and 1989 alone, textile imports rose by more
than $100 million. See Exhibit 1.

Sixth, textile luggage and flat goods have long been covered by international tex-
tile arrangements. They were included in the Long-Term Cotton Arrangement that
was in effect starting in 1962, and which was the precursor to the MFA.

Seventh and finally, luggage and flat goods are currently subject to numerous re-
straint and consultation levels pursuant to the MFA bilaterals now in effect. See
Exhibit 2. In fact, nearly 80% of imports of textile luggage is now subject-to specific
limits. At the same time, so that you do not get an overblown impression of the
practical significance of these restraints, the sum of all of these restraints levels is
about equal to the entire U.S. market for these products. Thus, the real effect is
quite modest, involving more of a brake on massive, damaging import surges than
actually halting import growth.

If luggage is atop the list for immediate trade liberalization in Geneva, as the
May 14 U.S. proposal would suggest, then there surely is reason for great concern
on the part of all of the fiber, textile, and apparel industries. If a product such as
luggage and flat goods-with its history of coverage by international agreements, its
degree of import-induced market disruption and attrition, its significance as a tex-
tile product, and the long-standing recognition of its import-sensitivity in U.S. trade
policy is not even to be included in the new textile regime, then what is?

The LLGMA would have hoped that proper balance, consistency, and principles
will govern whatever liberalization of textiles is negotiated by the United States in
Geneva. We, unfortunately, have reason to expect the worst. From this perspective,
one must conclude that S. 2411 represents the only alternative for most of the fiber,
textile, and apparel industries.
Exhibits.



Exhibit 1

U.S. IMPORTS
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Exhibit 2

M WOTAS cN TEXTILE UrA AND FLATO

~U~T of OLot 2/

Cotton
Cotton
cotton
cotton
Cotton

Luggage

Luggage
Luggage

Cotton Luggage &
Cotton Luggage &
Cotton luggage &
Cotton ygge &
Cotton Luggage &
Cotton luggage &
Cotton Luggage &

)fW Flat Goods

MW4 Luggage
MMF lugage
WY lugage
Ft IJaggage
14W Luggage

14W luggage &
14UF luggage &
MMW Luggage F
MW~ Luggage &
MMW Luggage &

Jute Luggage
Jute luggage
Jute Luggage
Jute uyag
Jute Lugage
Jute lUgag

Flat
Flat
Flat
Flat
Flat

Jute Flat Goods
Jute Flat Goods

MFA

369L
369L
369L
369L
369B

Flat
Flat
Flat
Flat
Flat
Flat
Flat

Goods
Goods
Goods
Goods
Goods
Goods
Goods

Taiwan
S. Korea

Thailand
Mxio

369 Singapore
369 Philippines
369 Romania
369 Thailand
369 Colobia
369 Macau
369 Poland

670F Taiwan

670L
670L
670L
670L
670L

670
670
670
670
670

Goods
Goods
Goods
Goods
Goods

Taiwan
S. Korea
China
Thailand
Hong Kg

Mexico
Singapore
Macau
Poland
Pakistan

Taiwan
S. Korea
China
Thailand
Macau
Romania

871 Macau
871 Romania

S. L.
S. L.
S. L.
S. L.
S. L.

D.C.L.
D.C.L.
D.C.L.
M.C.L.
M.C.L.
M.C.L.
M.C.L.

S.L.

S. L.
S. L.
S. L.
Article 3
Article 3

D.C.L.
D.C.L.
D.C.L.
M.C.L.
M.C.L.

S. L.
S.L.
Article 3
Article 3
M.C.L.
M.C.L.

M.C.L.
M. C. L.

Jan.
Jan.
Aug.
Aug.
Jan.

pre
pre
pre
Jan.
pre
pre
pre

1986-present
1986-present
1985-present
1987-Dec. 1988
1987-Dec. 1989

1983-present
1983-Dec. 1986
1983-Dec. 1989
1982.-June 1983
1983-Dec. 1986
1983-present
1983-Dec. 1989

July 1984-Dec. 1989

July
March
Sept.
May
Sept.

Jan.
Jan.
Jan.
Jan.
Jan.

Aug.
Jan.
June
May
Jan.
Jan.

1984-present
1984-present
1985-present
1988-May 1989
1985-Aug. 1986

1987-present
1986-present
1987-present
1987-Dec. 1989
1987-Dec. 1989

1986-present
1986-present
1988-Oct. 1989
1988-May 1989
1987-present
1988-Dec. 1989

Jan. 1987-present
Jan. 1989-Dec. 1989

(See next page for footnotes)

:15-776 0 - 91 - 3

In EffectFrom:

iW74Q:WA:Nr/W9O-.rq



62

Exhibit 2 (cont.)

2

i/ The MFA categories are as follows:

369L - Ootton luggage
369B - Ootton lugage and handbags
369 - Miscellaneous cotton manfaCtres. (Incl1es otton

luggage and flat goods, among other products.)
670F - Man-made fiber flat goods
670L - Man-made fiber luggage
670 - Man-made fiber luggage, flat goods, handbags
870 - Luggage of ron-coton vegetable fibers and silk

blends. (Consists primarily of ii_ luggage.)
871 - Flat goods and handbags of n-ctton vegetable fibers

and silk blends. (Flat goods in this category watld
consist primarily of ,ut_.)

/ The quota types are as follows:

S.L. - specific limit
D.C.L. - designated consultation level
M.C.L. - minimum consultation level
Article 3 - a unilateral "call" by the U.S. Goverruent

when there is evidence of market disruption

Sour: "Summary of Aqreements," various issues, U.S. Department of cumnerce, Office of
Textiles and Apparel; various bilateral agreements and Federal Rgister notices.

12OWMA~990:rq
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CONDrrIwS IN T U.S. G AND FLAT GMO
WAOANT COEU COERG UN R MN 212=L

FACT r E

one aim of the Uruguay Trade Round is to work toward integrating textile and apparel
trade into the GAT. Such trade is currently governed by the Miultifiber Arrangement (MFA).
The nature and scope of any "transition mechanism" is not yet clear, and the issue of
product coverage is of extreme importance. Based on the long history of MFA coverage and
quotas for textile luggage and flat goods, and also based on the import-sensitivity of the
industry, it is apparent that these products warrant continued coverage under any new
textile trade regime. This position is supported by the. following facts:

" Textile luggaqe and flat goods have been covered by the MFA for many years; coverage
for ctton luggage and flat goods dates back to the Long Term Cotton Textile
Arrargement, which was in effect from 1962 to 1973. In addition, specific quotas have
long been in place on luggage and flat good exports from the major foreign suppliers,
most of whom are located in the Far East.

" Luggage and flat goods warrant continued coverage, wore so than most other textile
and apparel products. The iqports-to-production ratio, at over 100 percent, is much
higher for lxngage and flat goods than it is for most textile fabrics and many apparel
products.

" The U.S. luggage and flat goods industry has been recognized as import-sensitive by
U.S. trade policy for many years:

- Luggage and flat goods are exempt from duty-frne treatment provided under GSP.

- These products are exempt from duty-free treatment under the Caribbean Basin
Initiative.

- U.S. tariffs on luggage and flat goods products acxunting for nore than 80%
oftota luggage and flat goods imports in 1979 were not reduced by the
Tokyo RWund of multilateral trade negotiations.

" The luggage and flat goods industry remains as import sensitive as in previous years.

- Textile imports have grown sharply over the period from 1980 to 1989, from
$83 million to $612 million.

- Over the same period,edcmestic shipments, in constant dollars, fell nearly
40 p .

- By 1988 import penetration in value terms had reached 68% for all luggage
and 47% for all flat goods, with import penetration for textile luggage and
flat goods considerably higher. Import penetration in tenrs of quantity is
n estimated to be over So percent for luggage.

" lUggage and flat goods of leather, textile materials, and plastic have all been
heavily impacted by iports. Over the last decade many domestic producers were
forced to augment their domestic production with imported product lines, with a
umber of companies either switching to imports entirely or withdrawing fron the
industry altogether.

" The result has been a large decline in the work force. From 1979 to 1989, more
than 10,000 jobs were lost from this small industry. Many remaining workers are
(wployed in non-urban areas in plants that represent major employers.

" The thrust of imports in the early to mid-1980's was in luggage of textile
rmterials, which entered in massive surges. Several developments caused a short
pause in the growth of textile imports in 1988. However, the growth in textile
luggage imports resumed in 1989, when imports grew 23 percent over the 1988 level.

" For the U.S. government to now exclude luggage and flat goods from any textile
Ixade regime after the widespread structural adjustments caused by airports over
the last decade would be a killing blow for the remaining domestic producers.

IZMCP- Ten I IQsVM)--r4



PREPARED STATEMENT OF PETER T. MANGIONE

This statement is submitted on behalf of the Footwear Distributors and Retailers
of America ("FDRA") in opposition to S. 2411, the Fertile, Apparel and Footwear
Trade Act of 1990. FDRA is an association of chain shoe stores, whose m-ters retail
about half of aLl the footwear sold annually in the United States and provide
150,000 Jobs, as well as footwear marketing firms, including many of the nation's
leading footwear brands. A list of FDRA members is attached.

S. 2411 is protectionism and unwarranted legislation. It would place a permanent
global quota on non-rubber footwear imports, freezing imports at 1989 levels, estab-
lish 38 permanent quota categories, and prohibit the President from making any re-
ductions in non-rubber footwear tariffs in the Uruguay Round.

FDRA urges Committee members to oppose S. 2411 on the grounds that it will: (1)
increase consumer footwear prices and threaten U.S. Jobs; (2) not make the U.S.
footwear manufacturing industry anymore competitive; (3) reduce the ability of re-
tailers to meet changes in consumer demand; (4) violate U.S. obligations under the
GATT, giving rise-to compensation claims and retaliation; and (5) undermine our
efforts to achieve greater market access abroad and our chances for progress in the
Uruguay Round.

The bill is at cross-purposes with the provisions of the recently enacted Omnibus
Trade and Competitiveness Act of 1988, in particular the amendments to Section
201, which are intended to promote the competitiveness of U.S. industry. The US.
non-rubber footwear manufacturing industry has restructured and is highly competi-
tive in categories such as medium priced, branded footwear. Domestic shoe-producers
will never become competitive in low price, handmade, fashion and athletic foot-
wear, which together account for a significant percentage of U.S. footwear imports
and most of the growth in imports. Over half of the imports are imported by domes-
tic producers themselves. The footwear quotas imposed under this bill will do noth-
ing to change this situation. Thus, the footwear quotas imposed under the bill will
only succeed in raising prices, limiting consumer choice, provoking retaliation and
threatening U.S. jobs.

Dollar sales of U.S. non-rubber shoes have increased from $3.5 billion in 1986 to
$4.1 billion in 1989, an increase of 17%. Factory output has remained steady at
about 225 million pair per annum for the last four years. This demonstrates an ad-
justed and competitive industry, not one needing government assistance.

I. S. 2411 WILL INCREASE CONSUMER PRICES. By establishing an aggregate
limit on imports of non-rubber footwear at the 1989 level, it might be thought that
such a "freeze" would not cause consumer prices to rise. In reality, the ceiling in the
bill could easily "bind," resulting in higher retail shoe prices and a scarcity of the
low priced goods that are only available from foreign sources.

First, imports of non-rubber footwear have been declining from a high of 940.7
million pair in 1986 to 860.4 million in 1989. This, despite stable or somewhat declin-
ing U.S. production. While the U.S. population has increased during that period, im-
ports of non-rubber footwear have declined because of fashion shifts. The fashion
shift has been principally in the direction of rubber/fabric footwear, where imports
have increased from 103.3 million pair in 1986 to 189.7 million pair in 1989. (U.S.
production of rubber/canvas footwear also increased from 57.6 million in 1986 to
79.9 million in 1989.) The level of non-rubbei footwear imports could increase dra-
matically if fashion trends shift away from rubber/fabric and back to non-rubber
styles. Under such -circumstances, the 1989 non-rubber footwear "ceiling" for im-
ports would "bind" and drive consumer prices up substantially.

Second, the provisions of the bill implement the overall 1989 quota ceiling
through an intricate system of 38 separate quotas (each of the 19 footwear types has
a separate quota for imports above and $2.50 FOB). Imports of non-rubber footwear
in each of the 38 categories would be limited to that which was imported during
1989. As inflation continues to push more and more footwear products above the
$2.50 level, the quota categories would "bind," forcing prices higher and "cutting
off' supplies of low priced goods.

These price increases will fall hardest on low-income consumers. In addition, these
consumers can expect to see less and less lower-priced footwear available for pur-
chase because foreign suppliers will ship higher value footwear to the U.S. in order
to maximize intme over a smaller volume of shipments. Almost all low-priced foot-
wear that is currently imported cannot be produced by US. manufacturers at even
remotely competitive prices. Consumers will be forced to purchase high-priced domes-
tic substitutes, or most probably to forego the purchase altogether. Moreover, the
product upgrading that is certain to occur under S. 2411 will put more imported



footwear in direct competition with the higher priced domestically-produced foot-
wear.

The hidden costs of S. 2411 are not confined to price increases. The bill will cause
the loss of jobs at shoe stores and in the shoe departments, as higher prices curb
purchases and the need for retail employment.

II. THE BILL WILL NOT MAKE THE DOMESTIC FOOTWEAR MANUFACTUR-
ING INDUSTRY MORE COMPETITIVE: IMPORTS HAVE GROWN TO MEET
CONSUMER DEMAND AND WILL NOT BE REPLACED BY DOMESTIC PRO-
DUCTION. Total consumption of footwear grew by over 400 million pairs from 1975
to 1989. U.S. per capita, non-rubber footwear .onsunption in 1989 reached 4.3 pair.
Per capita consumption prior to 1984 for non-rubber footwear had hovered between
3 and 4 pair for twenty-five years. Imports created this boom in consumption. The
introduction of wide style ranges of imported athletic footwear and low-cost fashion
footwear has fueled growth in a previously static marketplace. These growth seg-
ments are limited to imports. Due to U.S. wage scales and overhead costs, the U.S.
industry cannot produce these products at the at the requisite price points. Re-
straining imports within these products groups to 1989 levels would, thus, restrict
U.S. consumer choice without increasing U.S. production or creating more U.S. jobs.

Low-cost imports and athletic footwear imports are labor intensive, hand-made
products manufactured in a wide range of fashion-oriented styles. The limited U.S.
production of lower-valued footwear, on the other hand, is largely not competitive
with imports. It is machine-made, injection molded footwear extremely limited in
style and product-type. Moreover, U.S. production of athletic footwear has never ap-
proached the volume necessary to satisfy market demand. For example, U.S. non-
rubber athletic footwear production in 1989 equalled about 9 percent of total U.S.
non-rubber athletic footwear consumption. Thus, imports of these two product
groups complement rather than displace U.S. production and restraining these
import-specialty groups will not result in significantly increased U.S.- production.
The role these two import-specialty groups played in increasing U.S. consumption is
readily demonstrated by a per capita analysis of the U.S. marketplace. (See Table 1).

Between 1931 and 1989 per capita consumption increased from 3.2 pair to 4.3 pair.
During the same time period per capita consumption of the low priced imports
(those valued at $5.00/per pair or less) increased from 0.7 pair to 1.2 pair, while ath-
letic import per capita consumption increased from 0.3 pair to .8 pair. Thus, these
two import groups accounted for nearly all of the pair per capita increase and of the
growth in consumption.

Restricting these import specialty groups would, thus, halt the growth in U.S. con-
sumption without increasing U.S. production.

III. QUOTAS WOULD FRUSTRATE CONSUMER DEMAND. As noted, the bill
would restrict not only the total volume of imports but would also arbitrarily freeze
the product mix available to the American consumer according to 1989 demand pat-
terns. A static quota category system with 38 categories based on gender, upper com-
position, style and price point fails to allow for changes in consumer preference. Such
inflexibility in the fashion-driven, constantly changing U.S. footwear business would
severely restrain the retailer's ability to respond to consumer demand. For example,
in 1979 U.S. women were demanding "Candies" leather high-heeled "slides" and
women's leather footwear imports from Italy were the response to this demand,
growing by 50 percent in 1979 over 1973 levels and then dropping by 53 percent in
1980 when the fashion changed. Since 1983, fashion and lifestyle changes have shift-
ed demand to athletic-styled footwear. Today instead of "Candies," high-topped Ree-
boks or L.A. Gear's are the height of fashion.

Recent trends in athletic footwear clearly demonstrate the shifting pattern of
demand. For example, between 1983 and 1986 imports of athletic footwear grew by
142.8 million pair and the product group's share of total imports increased from 15.1
percent to 24.5 percent. (See Table 2).

Arbitrarily imposing the product mix of one year on subsequent years' imports
spells disaster for consumers. If 1986 imports of athletic footwear had been restricted
to 1983's category share, the American public would have experienced a shortfall of
88.5 million pair of non-rubber athletic shoes. Moreover, the U.S. footwear manufac-
turing industry would not have been able to cover the shortfall because it could not
produce competitively at the price points which created consumer demand.

The bill also will create uncertainty for retailers and importers because it makes
no provision with respect to the administration of the footwear quotas. The bill
merely gives the Secretary of Commerce the authority to promulgate regulations
necessary to "fair and efficient administration" of the quotas. Importers and retail-
ers have no assurance as to how this authority would be implemented. Critical ques-
tions as to the method and timing of quota allocation are left unanswered.
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IV. S. 2411 WILL VIOLATE U.S. OBLIGATIONS UNDER THE GAIT AND PRO-
VOKE COMPENSATION CLAIMS AND RETALIATION. The permanent, unilater-
al import freeze imposed under the bill violates the United States obligations under
Articles XI, II, and XIX of the GATT giving rise to compensation claims and the
threat of foreign retaliation. Article XI of the GAFF prohibits the unilateral imposi-
tion of quantitative restrictions unless specifically authorized under a GAFF rule.

The global import quotas on footwear imports under S. 2411 cannot be justified as
an import safeguard measure under Article XIX because they are permanent rather
than temporary, are based on a mere declaration of injury and prohibit any growth
in imports above 1989 levels. The bill also provides inadequate tariff negotiating au-
thority to meet the compensation requirements under Article XIX. The fact that the
hill freezes footwear imports at 1989 levels and allows for no growth is also incon-
sistent with Article XIII.

As noted, the compensation authority provided to the President under the bill is
far from adequate to meet Article XIX compensation claims from footwear export-
ers. The bill limits the President's authority to reduce tariffs on non-rubber foot-
wear to no less than 90 percent of the existing ad valorem rate and requires that
these reductions be phased in over 5 years. This level of compensation is far from
adequate to meet compensation claims from affected suppliers who would be likely
to exercise their right to retaliate. For example, women s leather footwear is now
subject to a 10 percent ad valorem rate. The bill, thus, allows for a total reduction of
only one percentage point implemented over a 5 year period at a reduction of a
mere .2 percentage point per year. This translates to a tariff saving's of just $0.01
per year on a pair of $5.00 (F.O.B. value) shoes. Under Article XIX having found
compensation to be inadequate, footwear exporters would be entitled to respond to
the footwear quotas by placing equivalent restrictions on $7.4 billion in U.S. exports.

V. S. 2411 WILL UNDERMINE CHANCES FOR PROGRESS IN THE URUGUAY
ROUND. In addition to violating the GAIT and encouraging retaliation, S. 2411 will
undermine our chances for achieving greater market access and increased interna-
tional discipline in the areas of intellectual property, services and investment in the
Uruguay Round. Imposition of GAFF-inconsistent unilateral footwear import re-
strictions under the bill would violate the United States' commitment to refrain
from implementing new import restrictions under provisions of the Punta del Este
Ministerial Declaration. This action by the United States would lead our trading
partners to question the seriousness of the United States commitment to the New
Round.

The second way in which the bill would undermine the chances for progress in
the Uruguay Round is that it prohibits the President from making any tariff reduc-
tions in non-rubber footwear tariffs in the New Round or in any other bilateral or
multilateral negotiation outside of an Article XIX compensation negotiation. Tariffs
on non-rubber footwear imports are one area in which U.S. tariffs remain relatively
high. Developing countries will seek reduction in non-rubber footwear tariffs in the
Uruguay Round. Therefore, in prohibiting any tariff ciuts on non-rubber footwear,
the bill removes an essential area of leverage that could be used by the President to
gain greater access to developing country markets and to achieve progress in invest-
ment, services and intellectual property issues. Refusal to bargain in footwear would
seriously weaken the United States position.

VI. CONCLUSION. For the foregoing reasons, FDRA urges committee members to
oppose S. 2411.

Table I.-PER CAPITA APPARENT CONSUMPTION OF NON-RUBBER FOOTWEAR TOTAL AND SELECTED
PRODUCT GROUPS, 1981-89

Apparent cowsumpton Imports under $5.00/PR ' Athletic imports

Volume (Mill Per Capita Volume (Mill Per Ca a Volume (Mill Per Ca ta
__ _ _ _ _ _ _ _ PR) (PR) PR) (PR) PR) (PR

1981 .................................................. 736.2 3.2 159.3 0.7 57.3 0.3
1982 ................................................. 829.7 3.6 209.9 0.9 87.0 0.4
1983 .................................................. 913.4 3.9 267.0 1.1 88.0 0.4
1984 .................................................. 1020 0 4.3 318.2 1.4 121.6 0.5
1985 ............................................... 1096.8 4,6 313.4 1.6 115.0 0.7
1986 ................................................ 1162.2 4.8 414.9 1.7 230.8 1.0
1981 .................................................. 1156.3 4.1 436.6 1.8 216.6 0.9
1988 .................................................. 1122.5 4.6 .39.9 1.4 234.1 1.0



Table I.-PER CAPITA APPARENT CONSUMPTION OF NON-RUBBER FOOTWEAR TOTAL AND SELECTED
PRODUCT GROUPS, 1981-89-Continued

Apparent o somptiont Imports under $5.00/PR £ Athletic Imports

Vollune (Mill Per Q Volume (Mill Per Car Volume (Mill Per Capita
___ _)_ _(____ PR) (PR)

1989 .................................................. 1071.7 4.3 305.6 1.2 202.8 0.8

" Ecept athletic.
Source 1981-86--U.S. Department of Conmerce. 1987-89-Footwear Industries of America.

Table 2.-U.S. IMPORTS ON NON-RUBBER ATHLETIC FOOTWEAR BY PRICE POINT AND UPPER

1983 1984 1985 1986

Volume Import Vou mp Volume Import Volume Import
Vo__ _ _me sh re ) V PR) share sh re (000 PR) share

) Percent(000 PR) (Per ( ) (Percent)

Categories:

Under $2.50/pair
Leather ............................... 1,727 0.3 1,112 0.3 2,704 0.3 3,010 0.3
Plastic ................................. 823 0.1 1,751 0.2 1,789 0.2 2,596 0.3

Over $2.50/pair
Leather ............................... 77,485 13.3 109,040 15.2 152,214 18.1 174,136 18.5
Plastic ................................. 8,001 1.4 8,580 1.2 18,218 2.2 151,052 5.4

TOTAL ........................ 88,036 15.1 121,543 16.7 174,985 20.8 230,794 24.5

Source. U.S. Department of Commerce.

PREPARED STATEMENT OF EUGENE J. MILOSH

The American Association of Exporters and Importers (AAEI) is an association of
1,200 importing, exporting, retailing and manufacturing firms, including more than
350 members involved in textile and apparel trade and 50 members involved in foot-
wear trade. As such, it is the largest United States association of textile, apparel
and footwear importing firms.

AAEI has for many years maintained a position in favor of phasing out the Multi-
Fiber Arrangement's artificial and disruptive trade restrictions on textiles and ap-
parel that have regulated our business by dictate for more than 30 years. We there-
fore are extremely concerned and dismayed, to say the least, that another textile
quota bill requiring the establishment of global quotas on textile products and foot-
wear is once again pending before the Congress. We vehemently oppose this initia-
tive.

It is undisputed that quotas, and their restriction of open trade and associated
market forces, impose far higher costs, and damage, on the United States economy
than do tariffs and other temporary foreign trade regulation measures. Numerous
studies have shown that, overall, high tariffs and quotas under the MFA already
cost U.S. consumers more than $20 billion annually, or $240 per average family.
Since globalization of quotas represents an expansion of the present textile import
quota agreements, it is clear that the textile bill would dramatically increase costs
to consumers and add new and unnecessary layers of bureaucracy and regulation.

Because of the regressive nature of the additional costs created by increased pro-
tection, the lowest income consumers who can least afford higher prices will be hurt
the most if global quotas are implemented. It already has been determined that the
MFA has caused the poorest 20 percent of U.S. families to experience a 3.6 percent
decline in their standard of living, nine times the burden of the average household.

The bill which brings us together today is th- third such bill since 1985. It is a bill
whose only purpose is to serve as leverage to prod the Administration to obtain as
restrictive an agreement as possible in the Uruguay Round negotiation. Just like its
predecessors, this bill would violate U.S. international obligations under both the
MFA and the GATT, require the United States to abrogate..most of it&.bilateral tex-
tile agreements, and invite retaliation. Allow us to review, once again, the offensive
provisions of the current quota bill.



S. 2411 would place permanent quotas, based on 1989 levels of trade, on all textile
and apparel imports from all countries, except Canada and Israel, on a product-by-
product basis, with annual growth limited to one percent. This means that there
would be a cutback of current restraint levels for many suppliers already subject to
quotas, because the level of trade has been less than the actual quotas, and new
restraints on suppliers never before subject to restraint. The one percent annual
growth permitted does not reflect the current growth of the market and would serve
only to make it nearly impossible for importers and retailers to respond to frequent
changes in consumer demand. Given that the U.S. Government has committed in
the Uruguay Round to ultimately integrate textile and apparel trade into normal
GATT rules, this bill is obviously a large step in the wrong direction on textile
policy. It also would substantially limit our chances of liberalizing the rules and
opening markets in other sectors being considered in the GATT negotiations.

The bill also would freeze footwear imports at 1989 levels.
These blatantly protectionist steps would be taken on the pretense that these im-

ports are causing serious injury to domestic producers. The domestic textile, apparel
and footwear industries are not suffering serious injury at all, much less "ecause of
imports.

A review of the profits and shipments of textile companies shows that they are
considerably better than those of retail concerns and other manufacturing sectors.
According to one study, textile industry before tax profits in both 1988 and the first
three-quarters of 1989 were 4.6 percent, with after tax profits of 3.1 and 3.2 percent,
respectively. This is even better than in 1985 when textile industry before tax prof-
its were 4.1 percent and after tax profits were 2.4 percent. By comparison, during
1988 and the first half of 1989 the retail sector had before tax profits of 2.0 and 2.6
percent, respectively, and after tax profits of 2.0 and 1.6 percent, respectively. In
addition, domestic textile and apparel shipments are up almost 24 percent, in dollar
terms, between 1985 and 1989. This is substantially better than the "all manufactur-
ing" average, which increased 18.8 percent.

Even more telling about the health of the over-protected textile industry are the
capacity utilization rates. While the capacity utilization rate for all manufacturing
averaged 84 percent in 1989, reflecting an increase of 4.6 percent over 1985, the ca-
pacity utilization rate for textiles in 1989 was an extremely impressive 91.5 percent,
up 9.8 percent over 1985. These facts make the textile industry's "consumer be
damned' attitude all the more offensive.

The domestic footwear industry also cannot claim serious injury. It is an industry
which already has successfully rationalized production. A prime example of the cur-
rent favorable condition of that industry is U.S. Shoe Corporation, which only last
month announced that it had achieved record first-quarter earnings in 1990. Accord-
ing to U.S. Shoe, the company's footwear operations posted an operating profit
margin of 5.8 percent, outstripping the company's 5.5 percent company-wide operat-
ing margin. Those impressive earnings were attributed to domestic manufacturing
production increases of 20 percent over the company's plan. Similarly, the Brown
Group, Inc. the other major domestic footwear producer, has increased its earnings
19.5 percent over the first quarter of 1989. Those increases are directly due to the
performance of its footwear divisions. Both of these companies have been very inno-
vative, introducing popular lines of fashionable walking shoes.

Under these circumstances, where there is a clear need for footwear companies to
be able to respond quickly to changes in the market, an inflexible restraint on im-
ports is nonsensical. The U.S. footwear market is varied and the footwear consumer
is discriminating. The price, quality and fashion sense of manufacturers, be they do-
mestic or foreign, is what dictates what will sell. Locking out imports will not
change that basic reality; it will only increase prices.

The bill is also GATT-illegal. First, the blanket statement of injury contained in
the bill is a sham, intended only to provide the appearance of complying with the
requirements of Article XIX of the GATT. Second, Article XIX authorizes import
relief, but only to the extent that, and for such time as, may be necessary to remedy
serious injury caused by imports. S. 2411 establishes permanent quotas on textiles,
apparel and footwear which will only be reviewed at the end of 10 years, with no
requirement that the restrictions be modified or terminated in response to "im-
provements" in conditions in the domestic industry.

In addition, the bill makes a mockery of the compensation requirements of Article
XIX by outrageously limiting the President's authority to compensate the suppliers
affected by the new quotas. According to the bill, the President may reduce textile
and apparel tariffs to no less than 90 percent of current rates and must phase in
that minimal reduction evenly over a five year period. Let's be blunt-that hardly
qualifies as compensation. Our textile and apparel tariffs average 18.3 percent,



almost five times the rate of approximately 3.6 percent for all other dutiable prod-
ucts. It is obvious that the domestic industry wants to retain its tariff protection as
well. When you consider that the U.S. International Trade Commission has deter-
mined that the current quotas already equate to an additional tariff of 21.8 percent
for textiles and 28.3 percent for apparel, this is truly outrageous. The clear result of
enactment of this bill would be massive retaliation by our trading partners, at the
expense of many industries, including, if not especially, agriculture.

S. 2411 also would require that 20 percent of the textile and apparel quotas be
sold at auction by the Treasury Department-an auction in which only "U.S. com-
panies" could participate. AAEI understands that the intention of this provision is
to move "quota rents" from foreign countries to the U.S. Treasury. However, the
combination of cutbacks in restraint levels and new levels of bureaucracy will
surely create substantial uncertainty and even chaos for U.S. businesses and un-
doubtedly cause costs to spiral, both for irihporters and consumers and small busi-
nesses.

There can be no question that should an auction be implemented, it would become
an irrevocable tax on imports. As was noted in a recent World Bank study, once a
revenue-raiser is in place, it is here forever, to the detriment of U.S. consumers who
would have to bear the brunt of the additional costs.

AAEI also is concerned that an auction system carries with it the very real poten-
tial of conferring upon a few companies monopolistic-type control of the American
market. Small-business and U.S. consumers once again would be the losers.

The bill purports to create special provisions for Caribbean countries, but those
provisions are just a smokescreen. Caribbean countries may be guaranteed their
level of trade in 1989, but only at the expense of shipments from other suppliers.

The textile industry will tell you it needs this bill in order to adjust to import
competition. What have they been doing for the past thirty years? Was that not the
purpose of the "temporary" protection intended by the MFA in the first place?

They also will tell you that the MFA hasn't worked, or that the U.S. Government
has failed to enforce its rights under the MFA. That's not true. There are some 40
bilateral textile agreements and more than 1,000 individual restraints, not to men-
tion a plethora of even more restrictive group and aggregate restraint levels which
often preclude suppliers from filling individual category quotas. There have been 16
new unilateral restraints established by the U.S. Government this year alone, as
well as 8 embargoes, preventing U.S. businesses from bringing in the merchandise
they already paid for. Protestations that imports increased 13 percent in 1989 com-
pared to 1988 have to be taken with a grain of salt since imports of textiles and
apparel actually declined in 1988.

The fact is that the domestic textile industry does not want to adjust to import
competition-they want permanent protection and a guaranteed large share of the
American market, regardless of prices. They introduced this bill solely because they
are afraid that the Uruguay Round negotiations may result in the eventual elimina-
tion of quotas on textiles and apparel imports. It is not a surprising action, since the
same tactic worked very well during the last re-negotiation of the MFA. It was as a
direct result of the legislative threat of a global quota bill that the U.S. Government
negotiated an expanded MFA and highly restrictive bilateral agreements with the
major suppliers.

The importing and retailing community implores this Committee not to be a
pawn in this latest ploy. The domestic industry has had three decades to adjust to
import competition. Instead of providing even greater protection to the textile in-
dustry, the Congress should be promoting a smooth transition to free trade in tex-
tiles and apparel. Toward that end, AAEI proposes a gradual phase-out of the MFA
by requiring increasingly higher growth rates until quota levels become irrelevant.
Like the Administration textile proposal in the Uruguay Round, AAEI believes this
can be accomplished within ten years. Unlike the Administration proposal and S.
2411, it would provide an effective and practical transition toward true free trade in
this sector, a goal to which all members of the international trade community, in-
cluding the United States, have committed. The Association urges you to consider
this very logical and workable proposal and to either not report S. 2411 out of Com-
mittee or report it out unfavorably.

35-776 0 - 91 - 4



PREPARED STATEMENT OF SENATOR TERRY SANFORD

THE TEXTILE AND APPAREL WORKERS OF THIS COUNTRY CAN WAIT NO LONGER FOR A
TEXTILE BILL

Thank you, Mr. Chairman, I appreciate your efforts and those of our colleagues to
move so expeditiously with hearings on the Textile, Appareli and Footwear Trade
Act of 1990. I don't need to remind the members of this Cormittee how long this
issue has been debated. It is time to get on with it and I appreciate all of the com-
mittee's efforts to act promptly.

I represent more than 350,000 textile and apparel workers in North Carolina and
can attest that the industry is once again being severely dEamaged by an ever in-
creasing flood of imports. In my state alone, 6 plants were closed in 1989, causing
job losses for over 1,000 people, while new-plant closings have followed this year.
One thousand jobs may not sound like a lot of jobs overall, but to the person who
loses his job, it is no consolation that he or she is one of only a thousand. These job
losses extract a more painful price when they occur, as most of them do in North
Carolina, in small towns where there are no other centers of employment. Many of
these workers are women with children; all are workers of modest means.

Record high import levels are causing massive displacement in these industries.
Since 1980, imports have virtually doubled their claims on this country's apparel
and apparel fabric market. In 1980, imports already accounted for 28% of the
market, but they now account for 59% of the market. Equally disturbing is the fact
that the United States now imports $2.3 billion more in textiles and apparel then
we export. Imports continue to surge while the domestic market remains stable at a
one-percent growth level. As a result, U.S. profits are down by 71%.

It is essential that we enact a policy to stem this intolerable flow of imports. Since
1980, the U.S. trade deficit for the textile and apparel industries expanded from $4.6
to $26.5 billion. Presently, the textile and apparel trade deficit accounts for nearly a
quarter of this country's entire trade deficit. This trend must not continue, as it will
ultimately lead to the destruction of one of this country's most important manufac-
turing industries.

The last time the Congress considered textile legislation was 1987, when the in-
dustry was having an unusually good year. We were told then that we didn't need a
textile bill, that imports were declining, that the Administration's policy of negotiat-
ed bilateral agreements would solve everything. Nothing could be further from the
truth. Despite bilateral agreements with most of our major trading partners, im-
ports have reached an all time high.

Next came the allegation that our textile and apparel industry in not efficient
and competitive, but again, nothing could be further from the truth. During the
past ten years, the average productivity level of the textile industry increased by
4.6% per year, compared to 2.7% for all manufacturing. In 1988, the U.S. invested a
record $2.14 billion in new textile equipment. These increased efficiencies have kept
prices for domestically produced textiles and apparel quite stable, while import
prices have increased by almost 5% over the last year.

North Carolina offers the best example as to how detrimental the effects of im-
ports are on our domestic market. North Carolina is the largest textile state in the
country, employing almost as many textile and apparel workers as all of the other
states combined. The efforts made by this industry to modernize their plants and
increase their efficiency have been nothing short of heroic. Indeed, I wish my col-
leagues could walk with me through any number of the textile or apparel plants in
my home state. I knov that you would be impressed, as I have been during my
visits to so many companies, at how modern our plants are and at how hardworking
and efficient our labor force is.

These plants stand in complete contrast to many of the labor intensive plants
found i11 so many countries in Asia The differences bring home the stark reality
facing the textile industry and its workers: this industry is not suffering because it
lacks skilled workers, modern technology, or the business smarts to compete inter-
nationally. Plants are closing and men and women are losing their jobs because for
too long the United States has permitted textile and footwear imports from coun-
tries who do not reciprocate our open market policies or who seek to gain an unfair
advantage through government subsidies and excessively low wages.

The bill that is before the Committee today offers the stability and fair playing
field that our domestic market rightfully deserves and expresses our commitment to
our nations's economic security. This bill imposes global quotas on textiles and ap-
parel, with one percent growth annually, thus giving imports the right to grow as
fast as the domestic market has typicallygrown. It also gives increased quotas to
countries who increase their purchases of U.S. farm products.



It also recognizes our special trade relationships with Canada and Israel by ex-
empting them from the bill. The Caribbean Basin Initiative countries are also guar-
anteed their current 11 percent market share. This bill is thus more than fair to all
of our trading partners.

We owe it to the textile and apparel workers of this country to enact legislation to
ensure that imports do not continue to flood our markets at ever increasing rates.
The millions of textile and apparel workers deserve a fair playing field and we need
to make sure they get one. This legislation does not attempt to shut imports out or
to spare our textile and apparel industry the need to compete. It is an attempt to
allow a basic and vital American industry to survive in the face of a tide of unfair
and uncontrolled imports.

I thank theCommittee for its efforts to act on this bill in a timely fashion and
urge you to favorably report out this bill soon.

PREPARED STATEMENT OF RONALD J. SORINI

I appreciate the opportunity to appear before you to express the Administration's
views on S. 2411, the Textile, Apparel and Footwear Trade Act of 1990.

Simply stated, the Administration strongly opposes enactment of this legislation.
We do not believe that this legislation is necessary, and its very introduction sends
the wrong messages to our industries and to our trading partners. It encourages do-
mestic industries to come to Washington to obtain government protection instead of
focusing their entrepreneurial abilities and efforts on competing in the global
market place. It invites our trading partners to turn inward and erect trade barriers
against U.S. exports rather than negotiate with us to develop a global system that
will expand trade, thus enhancing economic opportunities for all nations. In addi-
tion, the Department of Justice advises that it has constitutional concerns with S.
2411, which it will be reporting on separately.

Our textile and apparel industries do not need greater protection. These indus-
tries, and especially the textile sector, have grown steadily over the past few years.
Domestic shipments for both textiles and apparel increased 6.7 percent in 1989,
while exports increased 27 percent. Capacity utilization in the textile industry was
88.9 percent in 1989, compared to 84 percent for all U.S. manufacturing industries.
The U.S. industry has maintained high rates of capacity utilization over the past
four years, averaging 88.6 percent. Fiber consumption by U.S. textile mills reached
an all time high in 1989, increasing by 3 percent from 1988. At the same time, the
capacity index, which measures capacity as a percentage of 1987 output, is at an all
time high of 114.6, reflecting steady growth over the past five years. Unemployment
in the major textile and apparel producing states is generally lower than the nation-
al average. Based on the information available to us, we have a hard time segregat-
ing the textile and apparel sector from the rest of U.S. industry on the basis of ex-
ceptionally poor performance.

Textile and apparel imports fluctuate yearly. For example- imports decreased by 6
percent in 1988, and increased by 13 percent in 1989. However, from 1986, the year
the current Multifiber Arrangement (MFA) was negotiated, to 1989, imports in
volume terms increased at a compound annual rate of only about 2.5 percent.
During the first quarter of 1990, imports grew by 4.7 percent as compared to the
same period last year. While developing countries still send more of their apparel
and textile exports to the U.S. than to any other nation in the world, the share we
take is declining. According to GATT statistics, in 1985 we absorbed 48 percent of
the dollar value of apparel exports from developing countries, and 35 percent of
their textile exports. However, in 1987 we received 41 percent and 30 percent, re-
spectively, of the apparel and textile exports from developing countries.

Our consumers shoulder a heavy burden given the current restrictions we have in
place on textile and apparel imports. The bill would significantly add to the burden
on American consumers, especially for those in the lower and middle income levels,
by raising prices and limiting consumer choices. On the basis of a preliminary
review, the Council of Economic Advisors conservatively estimates the consumer
costs of the import restrictions imposed by the bill from 1990 to 1994 to range from
$29 billion to $43 billion. Other estimates of the costs of the bill's restrictions are
similarly high. Consumer costs per job saved in the textile and apparel industries
could run as high as an annual average $100,000 or more during the first five years.
The Administration is currently preparing more detailed estimates of the costs of
this legislation.

The textile and apparel industries clearly have substantial protection from im-
ports under the MFA, which is the international arrangement that establishes spe-



cial trading rules for textiles and apparel. In fact, from the point of view of consum-
ers, the retailing industry, and many importing companies, our restrictions are teo
rigid. For example, we were highly criticized by these groups last year, when in ren-
egotiating our agreements with Taiwan and Korea, we reduced quotas by nearly 200
million square yards. We agreed to do this, partially at the urging of some Members
of Congress, in an effort to expand the opportunities for Caribbean nations in our
market. However, since it now appears that textiles will be excluded from an en-
hanced Caribbean Basin Initiative (CBI), the critics are even more concerned about
potential shortages in our market.

In all, well over 1,000 quotas have been negotiated with 38 foreign suppliers of
textiles and apparel to the U.S. In addition, we are seeking agreements with three
additional countries. As a result, about 75 percent of our textile and apparel imports
are restricted by quotas that grow at an annual rate of 3.5 percent. Another 15 per-
cent of our imports come from Europe, Canada and other developed countries that
are not now subject to quotas in the U.S. market.

The bill would violate the MFA, and the 38 international agreements we have ne-
gotiated under its auspices, by setting unilateral quotas on virtually all textile and
apparel imports. The MFA does permit the unilateral imposition of quotas, but only
in accordance with special procedures for dealing with market disruption caused by
"imports of particular products from particular sources." Within the confines of the
global quotas that would be mandated by this legislation, we simply could not honor
the quota levels and other provisions of the bilateral agreements we have negotiat-
ed.

In addition, most would argue that this legislation is inimical to the normal rules
and disciplines of GATT. Article XIX of the GATT permits us to grant temporary
relief to an industry provided we can demonstrate that increased imports of the rel-
evant product have caused or threaten serious injury to domestic producers. S. 2411
contains only a broad Congressional finding that increased imports are causing or
threatening serious injury to our textile, apparel and footwear industries. "Textiles,
apparel and footwear," however, are actually several industries covering scores of
products. For example, the industries that produce hosiery, leather footwear, men s
suits and broadwoven fabrics are all very different. In order to justify Article XIX
actions, specific economic analysis would be necessary for each industry demonstrat-
ing the link between increased imports and injury to domestic producers. Therefore,
the bill, most would argue, attempts to supersede established GATT rules, as well as
U.S. procedures under Section 201 of the Trade Act of 1974, for taking safeguard
measures.

A responsible nation such as the United States simply can not disregard the inter-
national rules and agreements we have negotiated without severely undermining
our credibility around the world and forcing other countries to respond. If this legis-
lation were to become law, then under Article XIX of the GATT, other nations
could legally retaliate against us without going through the established dispute set-
tlement process. The passage of this bill would undoubtedly provoke retaliation
against U.S. exports. Virtually all of our trading partners would suffer the conse-
qilences of its passage. Our most competitive exports, such as aerospace and agricul-
tural products, would be in jeopardy. The compensation authorized in the bill, a
maximum ten percent reduction in existing textile, apparel and footwear duties,
would be inadequate to address the potential losses to our trading partners. In the
case of apparel, for example, the average tariff rate would be reduced by less then 2
percentage points, from 19.3 percent to about 17.4 percent. This compensation would
be in.iignificant considering the impact of the unilaterally imposed restrictions on
our tr, ding part. rs. In addition, no further duty reductions would be permissible
in the Uruguay Round tariff negotiations. Thus, the legislation changes the tariff
negotiating authority granted to us under Section 1102 of the 1988 Omnibus Trade
Act two years after it was granted and just six months before the end of the Uru-
guay Round.

Not only are we concerned about retaliation, but the dangerous precedent this
legislation would set. How can policy makers in Mexico, which have made coura-
geous decisions to open their market, continue to resist protectionism pressures if
we shut our door to increased textile and apparel trade? How would other countries,
such as those in Eastern Europe that are looking to free market principles for their
salvation, respond to this legislation?

In particular, we are extremely concerned about the damage this legislation
would cause to the Uruguay Round of multilateral trade negotiations, which the
United States and nearly one hundred other nations are conducting in Geneva.
These negotiations represent our best, and perhaps the last opportunity of this cen-
tury to reform agricultural trade, expand market access overseas for all U.S. indus-



tries, including textiles, apparel and footwear, curtail trade-distorting subsidies,
expand the disciplines of the trading system to services and investment, provide
adequate protection for intellectual property, and to ensure that all countries, devel-
oped and developing alike play by the rule,. The Uruguay Round trade talks are
ambitious and its success is vital to the future economic prosperity of the U.S. and
all nations of the world. If this textile legislation is passed into law, then other na-
tions will take off the negotiating table matters that are extremely important to us.
Should this happen, the Uruguay Round negotiations will fail and the future of the
international trading system will be bleak. Therefore, we must ask, why should we
risk our economic prosperity in order to enact S. 2411?

This legislation does not attempt to open foreign markets, but merely to close
ours. If the goal really is to "level the playing field" then the tools under Section
301 of the Trade Act of 1988, and our efforts in the Uruguay Round negotiations,
are adequate.

We strongly believe in competition and the inherent benefits to our economy that
result from the dynamics of a free market. The textile and apparel industries his-
torically have been protected by high tariffs, and for over thirty years by special
protection in the form of quotas. We are seeking to gradually reduce their reliance
on protection by negotiating a new international trading order that eliminates the
need for special textile and apparel trading rules. Major portions of our textile and
apparel industries are globally competitive and could prosper in an open world trad-
ing system, but many sectors also need and deserve a further period of transition to
help the adjustment process. We are committed in the Uruguay Round negotiations
to bringing textiles and apparel under strengthened GATT rules and disciplines, but
we are also committed to the negotiation of an acceptable transition mechanism for
doing so. As Ambassador Hills said before the American Textile Manufactures Insti-
tute on May 11, "integration is inevitable, but transition rules are critical."

We are studying three options for a textile and apparel transition; (1) a system
based on the MFA, (2) global-type quotas and (3) tariff-rate quotas. At present, most
of our trading partners, as well as U.S. importers and retailers, prefer an MFA-
based system. While the specific transition rules are not yet decided, special protec-
tion for textiles and apparel will continue for some time-our proposal is that it
continue for ten years beyond the current MFA, which expires on July 31, 1991. It is
riot only imperative that the transitional rules we employ are accepted by our trad-
ing partners, but that they allow our textile and apparel industries to adequately
prepare for global competition. The move toward a free and open trading system
will not be easy for those industries in the U.S. and in other countries that have
relied on protection from imports. We will be working closely with the private
sector to ensure that the transition for our textile and apparel industries is rot too
abrupt.

The Administration is also committed to working with Congress on the Uruguay
Round negotiations. We do not believe that legislation to provide additional protec-
tion to our textile, apparel and footwear industries will assist our efforts. We and
our trading partners are fully aware that ultimately, Congress will have the final
say on whether or not the agreements we negotiate in Geneva will be accepted by
the United States. We believe our effort; should be focused on a successful conclu-
sion of these negotiations, not on debating unneeded legislation to further restrict
textile and apparel imports.

In summary, the reasons for dismissing this legislation are clear to us; the addi-
tional protection it would provide our textile, apparel and footwear industries is not
warranted in domestic economic terms, and would have a catastrophic impact on
the international trading system, it would violate our existing international commit-
ments, jeopardize the new global trading order we are attempting to negotiate and
threaten to reverse the sweeping economic changes that have taken place in Mexico
and are just beginning in other countries such as in Eastern Europe, and would
hurt our consumers.

RESPONSE OF MR. SORINI TO A QUESTION SUBMITTED BY SENATOR SYMMS

Question. Commerce Department data show that domestic shipments of textiles
increased by 29% between 1985 and 1989 and that domestic shipments of textiles
captured 91% of the growth of the U.S. textile market during this period. Similarly
domestic shipments of apparel increased by 27% between 1985 and 1989 and domes-
tic apparel shipments captured 63% of the growth of the U.S. apparel market.

Given this strong showing of the U.S. textile and apparel industries, why is there
a need for any additional protection from overseas competition?



Answer. We do not believe the additional protection proposed in the Textile, Ap-
parel and Footwer Trade Act of 1990 is necessary or warranted. Economic indica-
tors for the industry, in addition to shipments, such as capacity utilization and fib-,r
consumption, have continued to show steady gains. In addition, the textile and ap-
parel industry is already protected by over 1,000 product quotas contained in bilat-
eral agreements with 38 trading partners, and by tariffs that are much higher than
the average U.S. tariff level on manufactured products.

For these reasons, as well as the fact that if enacted, the bill would violate our
international obligations and wreak havoc with the ongoing multilateral trade nego-
tiations being conducted in the context of the Uruguay Round, the Administration
strongly opposes the bill.

PREPARED STATEMENT OF JAY MAZUR (SUBMITTrED BY HERMAN STAROBIN)

This statement is submitted on behalf of the International Ladies' Garment Work-
ers' Union, AFL-CIO. Our Union has some 200,000 members employed in the pro-
duction of women's and children's apparel, accessories and related products. Our
members live and work in more than two-thirds of the states spread across our
nation.

I am here today in support of S. 2411, the Textile, Apparel and Footwear Trade
Act of 1990. The survival of our industry and the jobs of 860,000 garment workers
depend on its passage into law.

The sponsors of S. 2411 deserve to be commended. They recognize the plight of a
key American industry and its workers in the face of profit-hungry retailers and
importers and an uncaring government and they have once again introduced legisla-
tion to prevent the destruction of the apparel and textile industries.

This is now the third time since 1985 that the Congress has come forward in an
effort to save our industry.

Congress first acted in 1985. At that time, imports already accounted for nearly 40
percent of the U.S. market and production worker employment in apparel had
fallen to 933,000, a loss of nearly 300,000 jobs since the 1973-peak. Both houses of
the Congress overwhelmingly passed the Textile and Apparel Trade Enforcement
Act of 1985. Despite support by nearly two-thirds of the Congress, President Reagan
vetoed the bill.

It was argued in support of the veto that a combination of the falling American
dollar, the government's existing textile and apparel program and the then newly
renewed Multifiber Arrangement would keep imports in line. But they did not.

The President was wrong and the Congress was right.
By 1987, apparel import penetration was nearing 50 percent and production

worker employment had fallen to 916,000. Once again our industry looked to the
Congress for aid and again, to its credit, Congress responded. In 1988 both houses
passed the Textile and Apparel Act, again with overwhelming support. For a second
time, President Reagan vetoed this essential legislation.

And for a second time, the President was wrong and the Congress was right.
Now it is 1990. Apparel import penetration is close to 60 percent and the number

of production workers in our industry has fallen to 860,000, its lowest point in over
half a century. With the Administration continuing to avoid the issue, Congress has
once again been forced to act. This time it must not fail.

The situation now is more ominous than ever for American garment workers. Our
industry has long been caught between two fires-retailers and importers seeking
profit by importing ever greater quantities of clothing from low-wage areas and a
government that has willingly traded apparel quota for presumed economic and po-
litical advantages abroad.

Now new developments further cloud the horizon:
* The Uruguay Round of GATT negotiations has placed the U.S. apparel industry

on the auction block.
" The export myth-that the U.S. apparel industry can save itself through export-

ing.
e The Caribbean Basin Initiative arid its twin, the Special Regime for non-Carib-

bean Latin American nations such as Mexico-the false notion that increased ap-
parel imports from these countries are good for the U.S. apparel industry.

Before reviewing the current economic plight of the domestic apparel industry, let
me touch on the three points cited above.
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THE URUGUAY ROUND

After almost four years of talks aimed at further liberalizing world trade, the
GATT Uruguay Round is due to conclude at a ministerial meeting this December.
The United States government has several primary goals at the GATT talks. It
seeks to open up trade in services. It looks for a system to protect trade in ideas,
referred to as intellectual property. And it wants an agreement to open up other
countries, especially in the third world, to investment, primarily for United States
banks and insurance companies.

The U.S. government has two bargaining chips to use to obtain its GATT goals
agriculture and apparel and textiles. With few signs that agreement will be reached
on agriculture, only apparel and textiles remain as give-aways. And there is every
indication that the Administration is prepared to give them away.

A number of countries have made proposals on how to integrate textiles and ap
parel trade into the GATT. They range from immediate integration into GATT dis-
ciplines-i.e., dropping quotas-to plans to integrate textiles and apparel into the
GATT through various transition mechanisms.

The current U.S. proposal is among the latter and, as first offered in February
and subsequently elaborated upon, consists of the following:

9 A ten-year transition period with a global quota for each category and then end
all quotas.

" Accelerating growth rates in import quotas as the transition period progresses.
" Variable import growth rates for specific categories, depending upon the size of

imports to domestic production ratios.
* A "stock market" in quotas in the transition period to allow quota holders to

trade their quotas.

These principles were to be implemented by means of one of three approaches-a
global quota plan replacing MFA, a two-tier tariff system or a liberalized MFA.

The U.S. Government proposal has been offered in skeleton form without any
numbers-for example, growth rates-that would permit any evaluation of its po-
tential impact on the domestic industry. It does not take much imagination, howev-
er, to see that the U.S. Government approach would lead to significantly higher
import levels much before controls would be phased out.

Since February, the Administration has offered a number of clarifications to the
original global quota alternative:

* The base for determining global and country quotas would be the average of the
last three years of trade, namely 1987-1989, with no country accounting for more
than 15 percent of the total allocation for any category.

* Existing product categories would be consolidated to provide greater flexibility
to importers.

* Outward processing-in the case of the U.S. this means 807-A imports would be
exempt from global quotas.

* All exporting countries would be covered, except where customs unions have
been created or free trade agreements exist.

* Special preference would be given to the least developed countries.
While the U.S. Government seemed to be pushing a global quota route, the ap-

proach has met with wide rejection for varying reasons.
Each exporting country is seeking to maximize its apparel shipments and views

global quotas, even larger ones than at present, as limiting its ability to do this.
Some also seek a more rapid end to quotas. The fact that an uncontrolled market,
awash with over-production of apparel, is unhealthy for all countries is ignored.

Other importing countries, the Common Market, for example, with a population
greater than ours, oppose the U.S. government's quota liberalization proposals be-
cause they fear that these proposals would encourage additional shipments into
their own markets. Despite protestations that it favors greater liberalization of
trade, the EEC's policy has been to minimize apparel imports, the opposite of that of
the United States.

For example, GATT data show that developing countries (including China)
shipped equal amounts of clothing to the United States and the EEC in 1980-$6.1
billion dollars to each. While shipments to the United States grew to $19.0 billion in
1987, those to the EEC grew only to $11.3 billion.

The extent of resistance to the U.S. proposal in Geneva suggests it will be dropped
sooner or later, perhaps even before the Administration spel' )ut its ideas on
growth rates. The most likely alternate candidate is a gre. eralized MFA,
which would incorporate a number of the features of the older 4.ernment pro-
posal-accelerating growth rates, greater flexibility, etc.
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In the past, the government policy in implementing MFA has generally been one
of "special cases." Negotiations with individual countries have typically been con-
ducted without regard to the cumulative impact of particular negotiations. A switch
to an MFA solution will clearly lead to an even greater accelerated destruction of
the remaining domestic apparel industry.

To the extent that the initial U.S. government proposal will be retained in some
form in a new proposal, a number of features have serious implications for Ameri-
can garment workers:

* Use of average data for the three years 1987-1989 presents a problem. In calcu-
lating 1988 apparel production, the Bureau of the Census has reportedly discovered
600 apparel companies that previously had not been reported. This makes the data
for 1987 non-comparable with 1988 data.

e The proposal to exclude from any global quota countries where free trade agree-
ments exist opens the door to evasion. In the case of the U.S., in addition to present
free trade agreements with Israel and Canada, discussions are under way with
Mexico, a major apparel supplier to the U.S.

* The proposal to exclude from global quotas garments assembled abroad from
fabric formed and cut in the United States, the 807-A provision, is another serious
problem. This proposal may be viewed as beneficial to fabric producers through sus-
tained demand for U.S. fabric and for U.S. apparel manufacturers in the form of
higher profits from using low-wage foreign labor. But for the American apparel
worker it spells certain doom. Each garment assembled abroad exports 95 percent of
the labor required to complete the garment, with only 5 percent of the labor-the
cutting-remaining here. The announced Administration plans to broaden 807-A to
other Latin American countries would only worsen the plight of American garment
workers.

THE EXPORT MYTH

To forestall controls on apparel imports, the Administration has increasingly been
claiming that exports of apparel are helping the industry. Such claims are mislead-
ing.

Under the classification system in use by the United States, exports of the gar-
ment parts needed to assemble a garment abroad under the provisions of what was
formerly known as Item 807 of the Tariff Schedules (now Item 9802 of the Harmo-
nized Schedule) are commingled with exports of completed garments. In 1989, U.S.
import data showed re-import of $1.3 billion dollars in U.S. components (i.e., gar-
ment parts). This means that of a total apparel export value of $1.8 billion, only $0.5
billion, or 27 percent of the total, represented actual garment exports.

Similarly, the greater use by American firms of off-shore assembly/ accounts for
most of the growth in apparel exports. Of a total growth of $1.1 billion in apparel
exports between 1985 and 1989, $0.7 billion was merely growth in garment parts
leaving the country for assembly abroad.

Apparel exports have always played a minor role and will continue to do so. In
1989 they amounted to only 2.3 percent of apparel imports (in customs valuation, i.e.
excluding duty, freight, insurance and domestic markup). If the import data are ad-
justed to make them comparable with export data, true exports amount to barely
one percent of apparel imports. Looked at another way, roughly one percent of do-
mestic apparel production is exported, a truly minuscule amount.

Unlike exports of garment parts which go mainly to Mexico and the CBI coun-
tries, almost all completed garments go to Europe and Japan. Export growth to
these countries can be related to a low-valued dollar against their currencies and
may be a temporary phenomenon. Apparel exporting nations have, by and large, yet
to develop any significant internal market for their own manufactured apparel, let
alone imports from the U.S.

CBI

The rapid growth in apparel shipments from the CBI area and Mexico has been
one of the major problems threatening U.S. apparel workers. These countries now
provide over 14 percent of total U.S. apparel imports.

While it would seem worthwhile from a policy point of view to try to bolster the
economies of our southern neighbors, the implementation has been seriously flawed.

Most of the growth in shipments from the CBI and Mexico has been limited to
garments assembled there of garment parts shipped from the U.S. Since 1986, addi-
tional impetus has been given to garments assembled from parts made of U.S.-origin
fabric, with quotas virtually unlimited for such garments.



As a result of the U.S. government program, the countries have merely served as
low-wage factories for U.S. apparel companies. The profits from such off-shore as-
sembly operations are typically repatriated to the U.S. and make minimal contribu-
tion to the local economies and their infrastructure, so badly in need of improve-
ment.

Many American firms that engage in such off-shore assembly have converted
themselves into importers rather than being domestic manufacturers. While the off-
shore assembly process enriches the producers and retailers of such merchandise,
the garment worker, without job opportunities as a result, is typically forgotten.

The ILGWU fully supports the need to aid the CBI area and other Latin-Ameri-
can countries, but the burden of such support should not fall entirely on a defense-
less group of American garment workers. Proposed exclusion of "outward proc-
essed" garments, primarily goods assembled in the CBI or Mexico, from global
quotas or any other arrangement which increases such shipments without reducing
other countries' shipments as an offset, threatens American jobs.

S. 2411 properly proposes inclusion of the outward processing countries in global
quotas, but provides for special treatment for them within this quota.

THE PLIGHT OF THE APPAREL INDUSTRY IN THE U.S.

The need for apparel and textile import legislation is not merely a theoretical
question, but is strongly supported by the available data.

Apparel imports have literally exploded under the United States government's ad-
ministration of the MFA. Today, they are three and a half times the quantity in
1973 when MFA I was adopted (measured in equivalent square meters of fabric used
in their manufacture). They are two and a half times the quantity in 1980 when the
Reagan-Bush Administration took office. In 1989, apparel imports rose 14.3 percent
and through the first 3 months of 1990 they are ahead 6.9 percent.

Growth rates for apparel imports from individual countries have been more outra-
geous than the world totals suggest. Major shippers continue to dominate the
market, while newer entrants have shown spectacular growth. For example, consid-
er the following apparel import growth rates between 1980 and 1989: Taiwan 43 per-
cent, Hong Kong 48 percent, South Korea 53 percent, China 482 percent, Indonesia
4285 percent, Singapore 172 percent, India 169 percent, Malaysia 749 percent, Sri
Lanka 237 percent, Pakistan 4925 percent and Thailand 267 percent.

Closer to home, apparel import growth between 1980 and 1989 was 129 percent for
Mexico, 376 percent for the Dominican Republic and 529 percent for Costa Rica.

Massive apparel export growth is also still possible in many of the key supplying
nations and a host of new entrants are waiting to make their way into the competi-
tive arena. Africa, with its millions of potential garment workers, is yet to be heard
from.

Import penetration has reached unacceptable levels in numerous major items of
women's apparel. Imports account for roughly two-thirds of domestic consumption of
sweaters and many types of blouses and knit shirts. Many other products are also
marked by extraordinarily high import penetration, including brassieres and cotton
slacks and skirts.

While apparel imports have been soaring relentlessly over the years, domestic
output has been falling. The ILGWU Research Department compiles a series on
physical volume of output of women's and children's garments based on U.S. De-
partment Commerce production data. Between the 1979 peak and 1988 (the latest
year for which data are available), physical output-declined by roughly one-third.
This was a period during which imports were more than doubling.

As already noted, employment in the apparel industry dropped sharply as result
of import growth. From a 1973 peak of 1,257,400 production workers engaged in
making apparel, only 1,079,000 were left in 1980. Since then, the number has fallen
to 860,000. Employment declines in 1990 are becoming more severe as the year pro-
gresses. Twenty-seven years of an MFA, poorly administered by successive Adminis-
trations, especially the current and immediately prior one, have left our industry
with 400,000 fewer workers, a loss of one-third of the work force.

Garment and textile workers constitute our own "third world." Approximately 80
percent of the garment industry work force is female and is older, on the average,
than that of other industries. Many garment workers are recent immigrants with
little command of the English language. Many have minimal education. Many are
members of minority groups. Most have few opportunities for alternative employ-
ment, whether in urban centers or in small, rural communities where little industry
can be found.



THE IMPORTANCE OF S. 2411

The latest U.S. Government proposal on the future of the textile and apparel in-
dustry differs from S. 2411 in a number of significant ways, the most important of
which are:

e The bill realistically calls for a one percent rate of growth per category per
year, consistent with the long term growth in domestic consumption. This would
maintain current jobs and halt the erosion of employment. The U.S. GATT proposal
does not as yet spell out a specific growth rate. It can be assumed, however, that
when such a growth rate is announced or an alternate plan devised it will be at a
considerably higher rate than the rate in the legislation.

* Special treatment for outward processing is provided in the bill, but only within
the global quota, very different from its exclusion from any coverage in the U.S.
government proposal in Geneva.

* The bill uses 1989 data as the base year, eliminating data inconsistencies in' the
U.S. government proposal.

* The bill provides for a maximum tariff cut of 10 percent, staged equally over
five years. The U.S. government proposal still must be fleshed out in the Geneva
talks, although most-observers expect the government to propose much higher cuts
than those contained in the legislation.

The signs from Geneva suggest that the U.S. government may trade away the
very existence of the domestic apparel industry to achieve what it considers more
important in the GATT negotiations. This makes the passage of S. 2411 all the more
critical.

Recognition of the problems confronting the American apparel and textile indus-
try by the Congress reflects the will of the American people, not merely the self-
interest of special pleaders. A number of national polls taken in recent years under-
line an overwhelming concern over apparel and textile imports and a desire for a
strong domestic industry. They show tremendous national support for the elements
embodied in S. 2411.

We recognize that a solution to our problem is not a one-way street. We continue
to take very basic actions to survive. Over the years the textile industry has invest-
ed billions of dollars to make it more efficient and more competitive worldwide. The
trade unions and management in the apparel industry are jointly working to make
this industry more competitive. By their very nature, these are long-term efforts.
But we cannot be successful alone. We need the help of the Congress to develop a
rational trade policy for our nation. I strongly urge your support for this bill.

PREPARED STATEMENT OF SENATOR STROM THURMOND

Mr. Chairman: I would like to thank you and the other members of the Senate
Finance Committee for the opportunity to testify here today. I am very pleased that
this measure, "The Textile, Apparel, and Footwear Trade Act of 1990," has already
attracted strong bipartisan support. Mr. Chairman, a viable textile and apparel in-
dustry is absolutely essential to the economy and National security of this Nation.
While this industry has suffered many hardships and textile imports have increased
dramatically, this- industry still employs nearly 1.8 million Americans. Currently,
one out of every 7 people employed in South Carolina works in the textile and relat-
ed industries.

If the current trend of increased imports continues, the resulting job losses w.ill
cause harsh economic problems to the people who depend on tie textile and apparel
industry for their livelihood. Over 350,000 jobs have been lost in the textile industry
during the last five years. Since the record employment level of 2.5 million employ-
ees in 1973, this industry has lost 700,000 jobs. According to the United States De-
partment of Labor, South Carolina lost 2,600 textile jobs during 1989. This year is
starting off with another drop in textile employment. Several companies have al-
ready announced personnel reductions and as a result 1700 South Carolinians will
soon lose their jobs. This trend cannot be allowed to continue. The decline of this
industry will be felt throughout our economy as supporting and related industries
also begin to suffer.

In addition to its economic importance, the textile industry is alsosignificant to
the defense and national security of our Nation. The textile industry is second only
to the steel industry in importance to the National defense of this country. We
cannot allow ourselves to become dependent upon foreign countries for the basic de-
fense requirements of our Armed Forces. While most people think of uniforms and
footwear as textile industry products used by the military, many other needed prod-



ucts originate from this industry. Some 0: tne other textile products the military
uses are tents, canvas, ammunition powder bags, and parachutes. It does not make
good sense to transfer production of these items to foreign countries and then rely
on them in times of international crisis to provide us with these essential items.

Mr. Chairman, the growth in textile and apparel imports during the last several
years has not come about due to a lack of effort on the part of the domestic indus-
try. In fact, the American textile and apparel industry is one of the most modern
and productive in the world. Over the last nine years, manufacturers have invested
over $18 billion to modernize operations and increase productivity. Last year alone
the textile industry reinvested nearly 80 percent of their retained earnings for these
efforts. This is second only to the computer industry.

Management and labor have worked hard to modernize, compete, and survive.
Nevertheless, imports have continued to grow. Textile and apparel imports now ac-
count for 59 percent of the United States' market share. In 1989, 12.1 billion .quare
meters of textiles and apparel were imported into the United States. This is a 13
percent increase from 1988 levels. Textile imports accounted for 21 percent of the
merchandise trade deficit in 1989 and were valued at $26.5 billion. This is 5 and
one-half times the $4.7 billion value of the textile trade deficit in 1980.

The textile industry has continued to suffer from the increased imports because
the American industry is not competing with foreign countries on an equal basis. If
they did, then the United States textile and apparel industry could compete with
that of any other nation. However, the domestic textile industry cannot be expected
to compete, nor should it have to, with foreign industries that are heavily subsidized
by their governments.

Developing countries have provided low interest, subsidized loans for capital for-
mation and expansion within their textile and apparel sectors. Favorable tax treat-
ment, as well as other incentives for exporting textile and apparel products, has
been created by foreign countries. They have fostered and protected their own in-
dustries and markets through currency manipulation and trade restrictions.

Another factor with which American companies cannot compete is the relative
wage rate. According to the Bureau of Labor Statistics, China pays its textile work-
ers $.27 per hour compared to $9.31 for U.S. workers. Some other examples are
Tiawan-$2.62, South Korea-$2.05, and Hong Kong-$2.49. While these wage rates
are much lower than ours, the cost of textile and apparel products from these coun-
tries does not reflect this wage discrepancy.

Mr. Chairman, the legislation we are discussing today is designed to promote or-
derly growth of world trade in textiles and apparel products as well as footwear. We
cannot continue to stress i- ", trade if American businesses do not have the same
opportunities in other courntric.s as other countries have here.

This bill limits the increase of imports of textile and apparel products to one per-
cent above the current year. The next year the growth rate would be-one percent of
the new level. This is the same rate that the consumption of textile and apparel
incr.;ases has occurred. So both domestic and foreign producers would have the
same access to the growth in the industry in the United States. Mr. Chairman, this
seems fair.

In regard to quotas, they are established on each category of textiles and textile
products from all sources. Therefore, this legislation does not discriminate against
any one country. Establishment of global quotas gives the Administration maximum
flexibility in implementing the requirements of this legislation. This also seems fair.

It is evident that the textile and apparel import deficit problem will not solve
itself. Unless we take prompt action, it is possible that within 10 years we may not
have a domestic textile and apparel industry.

Mr. Chairman, I appreciate the opportunity to testify before your Committee this
morning and I hope my remarks will be beneficial to you and the other members in
your efforts to formulate textile legislation.



COMMUNICATIONS

STATEMENT OF THE INTERNATIONAL MASS RETAIL ASSOCIATION

The International Mass Retail Association (IMRA) is a trade association repre-
senting 140 major discount retail chains whose sales represent an overwhelming
majority of the $130 billion a year discount retail industry. Our members collective-
ly operate more than 35,000 stores in all fifty states and employ millions of Ameri-
cans. Many of our members directly import textile and apparel products, nearly all
of them sell imported apparel in their-stores and so have a direct interest in the
provisions of S. 2411, The Textile, Apparel an(! Footwear Trade Act of 1990.

IMRA strongly opposes S. 2411, and urges the Senate Finance Committee to care-
."ully examine the effect its provisions will have on American consumers and, more
particularly, how its passage at this time might affect the Uruguay Round of Trade
Negotiations.

S. 2411 WILL HARM AMERICAN CONSUMERS

Numerous studies of the current MFA-based textile and apparel import program
leave little doubt that the kind of trade restraints S. 2411 *ould impose, will in-
crease consumer costs. For example, the International Trade Commission (ITC) in
its Finance Committee commissioned study of the consumer effects of trade re-
straints released in October 1989 estimated that it costs $10.7 billion dollars each
year to protect domestic textile and apparel producers through the existing program
of high tariffs and quota restraints. The ITC indicated that quotas and tariffs in-
crease the price of some apparel items as much as 63 percent.

Similarly, in 1985, the Federal Reserve Bank of New York published a study that
showed that consumers paid 17 percent or $8.5 billion more for textiles and apparel
than they would have if the United States allowed the free entry of clothing im-
ports.

The customers of IMRA's Member firms are particularly hard hit by clothing
quotas. Less expensive imports are critical to discounters' ability to provide a wide
variety of fashion and quality at reasonable prices. A study conducted by the Na-
tional Retail Merchants Association and presented to the International Trade Com-
mission last year concluded that 33 percent of a boy's spring wardrobe purchased at
a national discount chain could be directly attributed to high quotas and tariffs,
compared with only 3 percent for a similar group of items purchased at an exclusive
Department Store.

his fact is even more troubling since the individuals at the lowest income levels
are the most likely to shop at discount stores. The 1986 Consumer Expenditure
Survey indicates that households with income in the lowest 20 percent spend 15.1
percent of their income on apparel while those in the highest 20 percent spend a
mere 3.8 percent of household earnings on apparel.

Trade restraints on clothing impose a hidden and regressive tax on those Ameri-
cans who are least able to pay it. S. 2411, by freezing imports of footwear, and limit-
ing the growth of clothing imports to only one percent per year would simply exac-
er ate the already untenable situation.

The Retail Industry Trade Action Coalition, of which IMRA is a member, has esti-
mated that enacting legislation similar to S. 2411 would raise annual consumer
costs by an additional $5 billion in 1992, $21 billion by 1996 and $43 billion by the
year 2000. It is very clear that the major portion of that price tag will be borne by
the Americans who shop at the nation's discount department stores.

Of equal importance, the global quota scheme envisioned by S. 2411 would hit the
nation's discounters especially hard. Such a scheme presupposes that the United
States government would get in the business of allocating quota rights among the
nation's retailers, importers and domestic manufacturers. The bill requires that a
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portion of these quota rights be auctioned by the U.S. treasury-a process that is
likely to add dramatically to the cost of merchandise, and pit retailers serving lower
income Americans against those who serve consumers with more disposable income.
IMRA strongly objects to this unwarranted and largely unnecessary intrusion into
the daily operation of the nation's discount retailers.

ENACTING S. 2411 WILL JEOPARDIZE THE URUGUAY ROUND

The United States and its trading partners are now engaged in an important and
ambitious round of multi-lateral trade negotiations. Issues of Critical long-term sig-
nificance to our nation's future, including trade in services, investment, intellectual
property rights protection and agriculture are on the table.

The Ministerial Declaration that began the Uruguay Round in 1986, also calls for
serious negotiations on the ways and means of "reintegrating" trade in textiles and
apparel into the General Agreement on Tariffs and Trade (GATT). The United
States and many of our industrialized trading partners have already committed to
finding a way to liberalize the current MFA regime, and over time, to eliminate all
special protection for this industry sector. For many lesser developed nations that
are party to the Uruguay Round, world textile and apparel trade may be the only
issue of any real significance. Many of these countries would simply walk away
from the GATT R6und, should the United States choose to unilaterally impose new
quotas on textiles, apparel and footwear uo tas outside the disciplines of either the
MFA or the GATT. The future of many other American business sectors-services,
high tech, agriculture-could be seriously jeopardized by the enactment of this ill-
considered and ill-timed bill. In addition, it is worth reiterating that because S. 2411
violates the GATT and the MFA its enactment will open the very same U.S. export
sectors to retaliation, even should the Uruguay Round collapse.

S. 2411 IS UNNECESSARY

U.S. textile and apparel producers do not need this legislation in order to remain
a viable part of the U.S. economy. In almost every respect, this industry is the very
picture of health. Capacity Utilization for the Texltile industry was 95.5 percent
during 1989, and continues at well above the average for all manufacturers. Textile
Industry employment has grown by over 20,000 jobs since 1985, according to the
Bureau of Labor Statistics. Finally, exports of textile products climbed by more that
$25 billion from 1985 to 1989.

There is no indication at all that special protection, over and above the 30 year
old MFA program, is justified or warranted.

CONCLUSION

S. 2411 would drastically increase the cost of clothing and footwear for American
consumers-particularly those at the lowest income levels who can least afford such
increases. The bill, which would impose unilateral quotas on textiles, apparel and
footwear in near perpetuity, would violate the disciplines of the GATT and the MFA
and if enacted this year, would certainly jeopardize the successful conclusion of the
Uruguay Round. Finally, the bill is completely unnecessary to protect U.S. produc-
ers of these products.

STATEMENT OF TIHE NATIONAL APPAREL AND-TEXTILE ASSOCIATION

I am Larry Mounger, Chairman of the Board of Pacific Trail Sportswear and
President of the National Apparel and Textile Association (NATA). NATA is strong-
ly opposed to S. 2411, the Textile, Apparel and Footwear Trade Act of 1990.

NATA is a trade association of apparel importers, retailers, and related industries
representing companies in the western half of the United States. It is the largest
apparel importer trade association with over sixty members including, among
others, Bugle Boy, Esprit, Seattle Pacific, Generra, Pacific Trail, Brittania (a subsid-
iary of Levi Strauss), Patagonia, Shah Safari, Helly Hansen, and M. Genauer & Co.
Related industry members include Sealand, American President Lines, the ports of
Seattle, Los Angeles and Oakland, Seafirst Bank, Burlington Northern, and Expedi-
tors International.

NATA has been a leader in fighting restrictive textile quota legislation since 1985
and has built excellent relationships with West Coast Members of Congress. NATA
recruited Senator Dan Evans to spearhead the effort from 1985-1988. The Associa-
tion is currently actively involved in working with the Administration on the textile
and apparel portion of the Uruguay Round negotiations.



HISTORICAL PERSPECTIVE

I testified before the Finance Committee in 1985 in opposition to almost identical
legislation. In my view, the situation has not changed dramatically since that time.
The domestic textile industry stated publicly in March of that year that the indus-
try would be gone in five years unless protective legislation was passed. Legislation
has not been enacted and the five years have passed. The domestic textile industry
today employs more people than in 1985 (726,000 in 1989, up from 702,000 in 1985).
1988 produced double digit profits for much of the industry and was their most prof-
itable year since the early 1970's. Textile industry shipments increased by 20.6%
from the 1985 to 1989, exceeding the "all manufacturing" rate by almost 2%.

CURRENT PROTECTION

When I testified in 1985, the world of Washington, D.C. and legislative battles
were new to me and to NATA, which had just been formed. Although I had been in
the apparel business all of my life, I had not realized that the comprehensive reach
of quotas on textiles and apparel was unique in the U.S. market. Since I did not
have to deal with other products in my daily business, I did not know that the do-
mestic textile industry was the most highly Protected industry in the country.
Almost 80% of textile and apparel imports into the United States are restricted by
quotas. The United States has bilateral agreements with approximately 40 nations,
covering all of the significant suppliers except Europe. The list includes all of the
well-known large suppliers such as Hong Kong and Korea but also extends to Sri
Lanka, Bangladesh and Jamaica, among others. The system of protection has
grasped every avenue of apparel and textile trade and squeezed tightly. In addition,
apparel import tariffs continue to average 18.5%, over four times the national aver-
age for manufactured goods. No other domestic industry enjoys protection even ap-
proaching that covering the textile industry.

CONSUMER IMPACTS

The extensive system of protection for the domestic textile industry costs substan-
tial amounts of money, money provided by American consumers. In 1987, William
Cline of the Institute for International Economics estimated the cost of protection at
just over $20 billion per year, all paid by the American consumer. Mr. Cline projects
an increase to $22 billion in 1992 and to $31 billion in 2000 with no additional pro-
tection. He projects that the proposed textile quota bill would increase costs by $5
billion in 1992 and by $43 billion in the year 2000. The total in 2000 would be $74
billion.

The consumer costs are real. They are paid at the cash register daily by millions
of Americans. For many garments, the cost of protection represents 25% of the
price-billions of dollars of unproductive expense for consumers. The costs, of
course, are hidden and not obvious to the consumer. However, if the cost were added
to the garment as a 25% tax collected at the cash register, the consumer uproar
would be deafening.

URUGUAY ROUND NEGOTIATIONS

Finally, I want to discuss and strongly oppose the Administration effort to provide
increased protection to the domestic textile industry. Textile and apparel trade is a
key element in the current Uruguay Round of trade negotiations. The great majori-
ty of nations in the negotiations are pushing for immediate liberalization of textile
and apparel trade and a complete elimination of special protection within ten years.

The U.S. Administration, however, has proposed a global quota scheme that will
bring virtually all textile and apparel imports under quotas. The domestic textile
industry is, of course, supporting that approach since it would allow them to achieve
much of what they are seeking through legislation. We are strongly opposed to
global quotas. We do not believe that the textile industry needs further protection,
for all of the reasons spelled out in this statement. Globalization would also require
a U.S.-administered quota allocation scheme, an immensely complex and expensive
system of additional protection. We do not believe that such a system can be fairly
and equitably structured.

Finally, I must stress the importance of the textile and apparel sector of the nego-
tiations to the overall Uruguay Round effort. Many developing countries depend on
textile and apparel production and exports to build their economies and to earn
hard curreivcy to purchase U.S. exports. Those countries will insist on liberalization
of textile and apparel trade in exchange for meeting U.S. demands on services and



agriculture trade. That linkage will be key as the culmination of the negotiations
approaches at the end of the year.

I urge the Senate to reject the textile and apparel quota bill.

STATEMENT OF THE NECKWEAR AssocIATION OF AMERICA, INC.

The Neckwear Association of America (NAA) is submitting these written com-
ments in support of S. 2411, the Textile, Apparel and Footwear Trade Act of 1990.
While we support in general the concept of legislated quotas on apparel items, our
support at this time is even stronger due to the concerns we have about the negotia-
tions taking place in the Uruguay Trade Round. Two areas of the negotiations-
textiles and tariffs-are of particular concern to our industry.

Following is a synopsis of what is taking place in the Rounu, and the potential
impact these negotiations could have on our industry. Considering what is at stake
in the Round and our apprehension as to its outcome, the quota legislation now
before this Committee is the best, and perhaps the only, way to preserve the U.S.
necktie industry.

The current U.S. textile proposal, tabled in Geneva on May 14, 1990, discusses
issues related to the transition mechanism that would replace the current Multi-
fiber Arrangement (MFA) with the goal being the eventual integration of all textile
and apparel trade into normal GATT rules. The area of particular concern to NAA
is in product coverage during the transition. The U.S. proposal notes that one of the
product coverage issues to be addressed is an "agreement on which of these products
should be subject to a transition arrangement and which should be integrated into
GATT forthwith or at different stages during the transition period." Thus, it ap-
pears that certain textile and/or apparel items will be excluded from the transition
mechanism.

NAA believes strongly that all textile and apparel items that are currently cov-
ered by the MFA should retain their coverage under any transition mechanism. The
whole textile and apparel sector has been repeatedly designated by our government
as being import-sensitive. Liberalization of textile and apparel trade will naturally
occur over the course of the transition as the amount of trade covered by quotas
grows smaller and smaller. There is no need to make further concessions by remov-
ing products from coverage.

NAA is particularly concerned that neckties may be one of the products targeted
by our government for immediate integration into the GATT. There is no basis upon
which to exclude neckties from the transition mechanism, yet we fear that logic will
not dictate the final outcome of the textile negotiations. Among the reasons to
maintain coverage for neckties are the following:

e Neckties have always been covered by the MFA and its precursor agreement,
the Long Term Cotton Textile- Arrangement. The Long Term Cotton Textile Ar-
rangement was in effect from 1962 through 1973, and the MFA has been in place
since 1974.

e Even with MFA coverage necktie imports have grown dramatically over the
past decade. In 1980 the quantity of necktie imports totalled 268 thousand dozen. By
1989, this figure had risen to 1,762 thousand dozen, for an increase of over 550 per-
cent. Increases in imports have been felt in all product lines.

* The result has been an erosion of the domestic manufacturing industry and re-
lated supplier industries. The imports-to-production ratio has grown from only 8
percent in 1982 to an estimated 25 percent in 1987. This deterioration in the domes-
tic industry's position occurred during a time when total U.S. consumption of neck-
ties has increased.

* Far Eastern suppliers have made significant inroads irto the U.S. market. By
1989 Korea had become the third largest foreign supplier and the PRC had become
the sixth largest supplier.

* The rapid increase in imports from the PRC is particularly threatening given
the enormous reserves of raw silk available to the Chinese. The government has
also put more emphasis on the production and export of finished articles, as opposed
to merely raw materials.

* The loss of market share and revenues to imports has led to numerous plant
closings and a 12 percent decline in U.S. employment.

NAA believes that eliminating coverage for neckties will exacerbate the already
grave situation being faced by domestic producers. Unchecked import flows woul6
undoubtedly cause the loss of more U.S. production and many more lay-offs in this
small industry. Continued coverage is crucial because it would permit potential re-



medial action in the event of future market-disrupting surges in imports, such as
might occur from the PRC.

Tariffs, another issue being negotiated in the Urug-.'sy Round, are also of extreme
importance to NAA. In the last trade round seven .i the eight necktie tariff items
received substantial cuts, ranging from 20 percent to 52 percent. The domestic neck-
tie industry has thus already borne a disproportionate share of the tariff cuts allo-
cated to the textile and apparel sector in the Tokyo Round. As a result of these cuts,
the trade-weighted tariff on neckties declined-from 14.8 percent in 1979 to 8.6 per-
cent in 1987. Consequently, necktie tariffs are far lower than those on most other
apparel imports-the average tariff on apparel items is 24 percent.

Lower tariffs have contributed to the import increases our industry has experi-
enced. Lowering tariffs still further in the Uruguay Round would put neckties at
serious risk of further contraction. NAA hopes that such a scenario can be avoided,
and that neckties will be exempt from any tariff reductions that are negotiated in
Geneva.

The concerns outlined above lead NAA to the conclusion that S. 2411, the Textile,
Apparel and Footwear Trade Act of 1990, would be the most rational course of
action for our industry. We therefore urge the Committee to report favorably on
this bill as soon as possible.

STATEMENT OF THE Toy MANUFACTURERS OF AMERICA

These comments are filed by Sharretts, Paley, Carter & Blauvelt, P.C. on behalf of
the Toy Manufacturers of America (TMA) in response to a Press Release dated May
23, 1990, soliciting public comment on S. 2411 the "Textile, Apparel and Footwear
Trade Act of 1990." TMA is the toy industry trade organization representing ap-
proximately 230 companies which account for 90 percent of the toys, games and
dolls sold in the United States each year.

If enacted, S. 2411 would impose "global quotas" (with certain specific exceptions)
on imported textile products covered by any category identified by a three-digit
number in the Department of Commerce publication entitled "Correlation: Textile
and Apparel Categories-with Harmonized Tariff Schedule of the United States"
dated 1990 and in any amendments to such publication correcting clerical errors or
omissions. Also included would be certain narrowly defined textile products not cur-
rently covered by the specified category system. Furthermore, S. 2411 calls for the
establishment of an ill conceived and poorly defined import license auctioning proce-
dure intended to cover "no less than 20 percent of the value of textiles entered."

The current language of S. 2411 exempts the vast majority of toys, games and toy
related articles from 'global quotas" and import license auctioning, because the vast
majority-of such products currently are classifiable in Chapter 95 of the Harmonized
Tariff Schedule of the United States (HTSUS) and none of the provisions of HTSUS
Chapter 95 are subject to three digit textile and apparel quota categories.

However, to the extent that any provision of S. 2411 encompasses toys, toy parts
or toy related products, TMA vehemently opposes its enactment. The American toy
industry is characterized by unique competitive conditions. Competition is fierce and
for the most part it is between American based companies with rationalized interna-
tional production facilities. While a substantial portion of the value of toys sold in
the United States represents American based value (i.e. for design and development,
marketing, advertising, packing, component parts, etc.) many toys are manufactured
or assembled abroad and imported into the United States. In large measure, Ameri-
can toy companies have turned to foreign sources to produce small toys and compo-
nent parts which no longer can be sold at competitive prices if produced in the
United States. It is through this rationalization of production that the toy industry
has survived and prospered to its own benefit and to the benefit of the US con-
sumer.

TMA's request to exclude any toy, toy part or toy related product from the scope
of S. 2411 is strongly supported by an analysis of the policy statement and the "find-
ings and determinations' set forth in Sections 2 and 3 of S. 2411. The authors and
the numerous co-sponsors of this legislation clearly are not concerned with importa-
tions of toys, toy parts, and toy related products. This is entirely understandable
since American toy manufacturers, through TMA, have always opposed the imposi-
tion of quota restraints and licensing requirements on competitive products. The
American toy industry has not been seriously damaged or threatened with serious
damage by imported products, as domestic textile and apparel firms claim to be.
Rather, domestic toy manufacturers require imports to complement and supplement
their domestic operations.



Accordingly, to protect the American toy industry, TMA requests that S. 2411 be
amended or alternatively, that the senate Committee report on S. 2411 clearly state
that those few toy industry products which are currently classified under HTSUS
subheading that do have three digit textile and apparel categories are exempt from
the coverage of S. 2411. Examples of such products include textile Halloween cos-
tumes, backpacks that simulate cuddly animals and sample swatches of material for
stuffed animal skins. If any of these products were to be included in a quota auction
system, it is highly unlikely that toy companies would be able to obtain the quota
required to import these products. The American toy industry, therefore would be
injured. TMA urges that the Senate take whatever steps it deems necessary to
ensure that the American toy industry is not drawn into the political controversy
surrounding textile imports. Clearly, one important American industry should not
be subjected to restrictive trade legislation merely because another industry has not
been able to adjust to import competition.

STATEMENT OF THE UNITED STATES ASSoCIATION OF IMPORTERS OF TEXTILES AND
APPAREL

This statement is submitted on behalf of the United States Association of Import-
ers of Textiles and Apparel (USA-ITA) in opposition to S. 2411, the Textile, Apparel
and Footwear Trade Act of 1990. USA-ITA is a national association of textile and
apparel importers, importer-retailers, importer-manufacturers, and related compa-
nies devoted exclusively to textile trade issues.

Proponents of S. 2411 have made clear they support textile quota legislation at
this time to bolster their efforts to obtain global quotas limited to one percent
annual growth in the Uruguay Round. In effect, the textile industry seeks to hold
the U.S. Government and the entire Uruguay Round hostage to its insatiable inter-
est in quotas and greater protection.

As those who are following the Uruguay Round know, textiles has become a
make-or-break issue in the Uruguay Round, the measure of U.S. credibility in these
critical negotiations. Liberalization of the rules of international trade, including in-
creasing market access for U.S. agricultural products, manufactures, services, in-
vestments, and protection of U.S. intellectual property rights, which has been the
major U.S. trade objective through two Administrations, is dependent on successful
negotiations in the Uruguay Round.

From the outset, the developing countries have viewed the Uruguay Round as a
U.S.-sponsored initiative to benefit the developed countries at their expense. As a
result, the developing countries consistently have insisted that negotiations on the
integration of textiles into the GATT system be included in the Uruguay Round, to
match U.S. insistence on inclusion of services, investments, and intellectual proper-
ty.

Today, the Uruguay Round stands at risk because the U.S. Government, fearful of
the domestic textile industry, is pressing for a global system of protections for tex-
tile and apparel. In effect the U.S. Government, under pressure from the domestic
industry, already is offering a more restrictive system as the basis for transition
from the current highly protectionist MFA system to the GAIT. The U.S. proposal
repeatedly has been rejected by U.S. trading partners, including the EC, as well as
the developing countries. At the recent OECD meeting, the EC rejected U.S. asser-
tions that the EC position on agriculture threatened the Uruguay Round, and in-
stead accused the United states itself of holding up the Uruguay Round by dragging
its feet on textiles. Representatives of the developing countries also have stated
progress on the "new issues," including services, investment and intellectual proper-
ty is not possible without progress on key market access issues, such as textiles. S.
2411, which would establish a global system of quotas with one percent growth in
violation of the GATT, the MFA, and 39 U.S. bilateral textile agreements, is precise-
ly the unilateralism which our trading partners view as antithetical to the Uruguay
Round. It places at risk the Uruguay Round, the most significant opportunity in
many years to achieve the major U.S. trade objectives.

S. 2411 is the third textile quota bill before the Congress since 1985. President
Reagan wisely vetoed both previous bills as unnecessary, unwise and contrary to the
U.S. national interest. The current bill, a virtual carbon copy of the 1987 bill, suf-
fers from the same fatal flaws as its predecessor. Moreover, today, more than five
years after the first attempt to legislate additional protections for these industries,
even less justification exists for this special interest legislation.

Despite the absence of textile quota legislation, quota protections have grown sig-
nificantly during the past five years. In 1985, when the first textile quota bill was



86

introduced, there were over 400 quotas in effect. Today there are over 1,200. Since
1985, the United States also has negotiated a series of bilateral agreements, includ-
ing group and/or aggregate limits, which even cover products not disrupting the
U.S. market. As a result, almost 90 percent of all textile and apparel imports are
subject to some form of import restraint, including practically all textile and appar-
el imports from the developing countries, most often at rates of annual growth of
six percent or less.

Adding to the pervasive system of quota protections are protective tariffs which
average 17.4 percent for all textiles and apparel and 20.2 percent for apparel. These
rates are over 6 times and 7 times, respectively, the average duties on non-textile
products, and many times the rates of duties in effect on other labor intensive man-
ufactured products such as jewelry (5.6 percent) furniture and non-textile floor cov-
erings (2.8 percent) drugs and vitamins (2.9 percent), electrical machinery (3.6 per-
cent), motor vehicles (1.6 percent), office machines (1.9 percent) and games and
sporting goods (3.4 percent).

The economic well being of textile and apparel industries does not warrant the
pervasive system of protections now in place, and most assuredly further restric-
tions are unwarranted. Despite doomsday cries accompanying the introduction of
this legislation echoes of cries now heard for over 30 years-these industries remain
profitable, continue to grow, And have increased their competitiveness in recent
years.

The protections accorded these industries are not free. Consumers, particularly
low income consumers, pay a staggering cost. Textile quota legislation would only
increase this cost.

THE U.S. TEXTILE AND APPAREL INDUSTRIES ARE COMPETITIVE -

The claims that the very existence of the textile and apparel industries is threat-
ened by imports do not stand up to objective scrutiny. Both the textile and apparel
industries have undergone notable restructuring and adjustment and now success-
fully compete with imports. In fact, despite the growth of imports, both industries
have grown remarkably in recent years. Since 1985, when the first textile bill was
introduced, domestic shipments of apparel have increased by 26.7 percent in value
and the Federal Reserve Board's Index of Apparel Production has increased by 12.6
percent. In the textile sector, the value of domestic shipments increased by 29.5 per-
cent and the Index of Textile Production increased by 13.6 percent.

The growth of domestic shipments and production in these industries is a reflec-
tion of both the dynamism of the U.S. textile and apparel markets and the competi-
tiveness of U.S. textile and apparel manufacturers in those markets. The U.S. tex-
tile and appat el industries have actually captured a greater share of the growth of
the U.S. market than have imports in recent years. Between 1985 and 1989, domes-
tic apparel shipments accounted for 63 percent of the growth of the apparel market.
During this same period, domestic shipments accounted for 87 percent of the growth
of the non-apparel textile market.

The Apparel Manufacturing Industry
During the past several years the U.S. apparel manufacturing industry has under-

gone a major transformation through significant changes in its outlook and oper-
ations.

The most significant change in the U.S. apparel industry in recent years is its
change in outlook from a production to a marketing orientation. This change in out-
look was enunciated in the 1986 American Apparel Manufacturers Association
Report, Planning and Implementing an Apparel Sourcing Strategy, which recognized
that the changing U.S. apparel market, with new types of apparel products designed
to fit new lifestyles and consumer segments, requires that U.S. apparel companies
obtain the products demanded in the market, regardless of their factories' capabili-
ties and regardless of sources. The report's conclusion was that the health of U.S.
apparel manufacturers requires balanced sourcing, principally from four major
sources-domestically-owned facilities, domestic contracting, 807/Caribbean Basin
sourcing, and the Far East-but not excluding any source:

The TAC's [AAMA's Technical Advisory Committee] overall conclusion is
that global sourcing is a present reality in apparel; the world is now our
stage.

The U.S. apparel industry has a clear mandate to source its merchandise
in any of the four major sourcing alternatives discussed in the report-as
well as elsewhere in the world ...



Apparel manufacturing has become a truly international industry. Sourc-
ing Strategy, at 39.

A key part of this balanced sourcing strategy is the domestic industry's expanded
use of overseas assembly operations, particularly in the Caribbean Basin and
Mexico. Under section 807 (now Harmonized Tariff Schedule item 9802.00.80), fabric
is cut in the United States and the U.S. components are assembled abroad into fin-
ished garments. 807 operations allow the domestic industry to control the overall
apparel manufacturing operation and to continue cutting operations domestically.
The use of 807 also enables the U.S. manufacturers to continue full cut-and-sew pro-
duction in the United States, by combining the cost advantages of the 807 oper-
ations with the speed, control, and flexibility of full domestic manufacturing.

The expansion of 807 operations in recent years, and particularly since the advent
of President Reagan's "Special Access Program" for the Caribbean in 1986 and
"Special Regime" for Mexico in 1988, has been impressive. Between 1985 and 1988,
the duty-free value of 807 apparel imports increased by 81 percent. 1

The sharp growth of imports from the Caribbean and Mexico, due in major part
to the U.S. apparel industry's 807 operations, contrasts sharply with trends in im-
ports for countries where the U.S. apparel industry is not heavily involved in 807
production. Between 1987 and 1989, U.S. apparel imports from sources other than
the Caribbean and Mexico increased by only 3.9 percent, while imports from the
Caribbean and Mexico increased by 20 percent.

Moreover, the expanded utilization of 807 to improve the domestic apparel indus-
try's competitiveness in relation to full imports is just beginning. According to the
U.S. International Trade Commission, the use of 807 for apparel is expected to accel-
erate during the beginning of the 1990's because of the Special Access Program and
Special Regime. 2

As a result of this marketing orientation, many of the largest U.S. apparel manu-
facturers are also the largest importers of apparel. Indeed, the most noteworthy dif-
ference between the textile quota bill introduced in 1987 and the current bill is that
the American Apparel Manufacturers Association has not endorsed the current leg-
islation because many of its most important members are opposed to it. In effect,
textile quota legislation would harm the very companies it is supposed to protect.

Along with its expansion into importing and increased use of 807, the U.S. appar-
el industry has increased the competitiveness of its domestic operations through
technological innovations, including implementation of "Quick Response" (QR). A
fully implemented QR system provides electronic linkage between the retailers' cash
register, the apparel manufacturer, and the textile mill, keeping retail shelves
stocked at optimum levels to yield higher sales and profits. With QR, the apparel
manufacturer knows what is selling at retail and can immediately prepare cuttings
for reorders. The textile mill also has immediate knowledge of fabrics needed by the
apparel producer and can quickly start the weaving/dyeing/coloring process to be
able to provide fabric for the apparel producer. On items for which QR is operation-
al, stores place smaller initial orders, reorder more often, and dramatically reduce
the time required for replenishment of stock. The result is increased sales, reduced
markdowns, and greatly improved return on investment.

The advent of QR as a U.S. apparel manufacturing strategy comes at a particular-
ly opportune moment due to the recent restructuring and problems of major seg-
ments of the U.S. retail industry. Retailers are insisting on working "closer to the
market" to reduce risk and maximize profit. This means smaller opening orders,
shorter lead times between ordering and delivering, and more frequent reorders.
This major change in outlook favors U.S. producers generally, who are able to
supply retail stores more quickly than foreign exporters, and particularly those
companies which have implemented QR.

The Textile Mill Industry
Even among those most closely associated with the U.S. Textile Program, serious

questions have always existed about the need for special quota protection for the
textile mill industry. In this regard, Michael Smith, former U.S. Chief Textile Nego-
tiator and Deputy U.S. Trade Representative, noted in his testimony on the 1987
textile quota bill:

Imports Under Items 806.30 and 807.00 of the Tariff Schedules of the United States, 1984-
1987 (U.S.I.T.C. Pub. 2144, December 1989).

2(Production Sharing: US. Imports Under Harmonized Tariff Schedule Subheadings
9802.00.60 and 9802.00.80, 1985-1988 (U.S.I.T.C. Pub. 2243, December 1989, pp. xx, 6-7)).



As one involved with textiles for nearly seven years, I do not believe that
the U.S. textile industry is going out of business ever. We will always have
a textile industry in the United States.

I still think it was a mistake, we should have protected only those things
which needed protection and we didn't have to protect the yarn and fabric
industry, this is a personal view, but in my experience, it was a fundamen-
tal mistake to do that. 3

There is even less need for quota protections for this industry today. As noted
above, domestic shipments and production of non-apparel textile products increased
29 percent and 13.6 percent respectively, between 1985 and 1989. During this same
period exports of U.S. textile products increased 64.7 percent in value to $3.9 billion,
growing more rapidly than U.S. imports on a relative basis and matching the
growth of imports on an absolute basis. Moreover, the industry has consistently
been profitable, with 1989 profits estimated by the American Textile Manufacturers
Institute at $1.7 billion, up 6 percent from 1988.

A major factor in the competitiveness of the mill sector in recent years is the fa-
vorable realignment of the dollar. Between 1986 and 1988 the value of the dollar
declined by 17.4. During that period, imports of non-apparel declined by 7.1 percent
on a quantity basis, while the index of textile production increased by 6.3 percent.

In addition, the U.S. textile mill industry has undergone a radical restructuring
over, the past several years which has further improved its competitiveness through
a series of mergers, takeovers, leveraged buyouts, acquisitions and divestitures. The
privatization and streamlining of the industry has fashioned (1) "lean and mean"
corporate philosophies; (2) "niclie" type product orientation with firms focused on
specific market segments; and (3) additional emphasis on QR and just-in-time capa-
bilities. The restructured textile industry is therefore in a more flexible, reactive
mode which is able to serve its apparel, home textile, and industrial customers.

The U.S. textile mill sector is also becoming increasingly international in outlook.
Rationalization is occurring with U.S. producers emphasizing aspects of their busi-
ness in which they have comparative advantage, but using foreign sourcing in situa-
tions that improve their competitive position. Moreover, the Special Access Program
and Special Regime have created a strong incentive for using components of U.S.
fabrics in imports. For example, it is estimated that in 1988, in trousers alone, ap-
proximately 50 million square meters of U.S.-made fabric were used in Mexican and
Caribbean garment production that was exported to the United States.

THE COST OF PROTECTION FOR TEXTILES AND APPAREL

The pervasive quotas and extraordinary duty rates on textiles and apparel cur-
rently in effect represent a massive tax on U.S. consumers, with low income con-
sumers carrying a disproportionate share of this burden on the U.S. economy. In a
recent report on the effects of U.S. quotas in textiles, autos, and steel, the Federal
Trade Commission has estimated that MFA restraints on textiles and apparel cost
the U.S. economy between $11.7 billion and $13.1 billion per year, in 1984 dollars. 4

The FTC estimated that due to the combination of tariffs andquotas, U.S. consum-
ers of textile and apparel are paying prices that are, on average, 58 percent higher
than they would have been paying without these restraints. MFA quotas alone
result in an estimated 40.5 percent premium for imports, on average.6 In another
study, William Cline has estimated that the MFA raised imported textile and appar-
el prices by 21.9 percent and 34.6 percent respectively, on average.8 Cline estimated
the combined consumer costs of tariffs and MFA quotas to be $20.3 billion on the
wholesale level, and as much as $40 billion on the retail level.7 Finally, the U.S.
International Trade Commission has estimated that the combination of tariffs and
quotas for textiles and apparel cost U.S. consumers between $7.5 billion and $13.8
billion in 1987.8

3 Hearings before the Subcommittee on Trade of the Committee on Ways and Means, House of
Representatives, on H.R. 1154, "Textile and Apparel Trade Act of 1987,' May 7, 18 and June 2,
1987, pp. 201-202.

4 Tarr, op. cit., p. 8-2.
5 Ibid, p. 1-5.
6 William R. Cline, The Future of World Trade in Textiles and Apparel, (Washington: Institute

for International Economics, 1987), p. 191.
1 Ibid, p. 193.
8 U.S. International Trade Commission, The Economic Effects of Significant U.S. Import Re-

straints, Phase !: Manufacturing, U.S.I.T.C. Pub. 2222, October 1989, pp. 4.6-4.21.
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The cost of protecting jobs in the textile and apparel industries is enormous as
well. The most comprehensive estimates are those of the FTC which are based on a
general "equilibrium" analysis that attempts to determine the job impact of quota
protections in all respects, including the beneficial employment effects that lowered
import prices have on importing, retailing and related industries; the employment
increases that follow increased consumer spending; the fact that labor moves be-
tween sectors; the effect of reduced textile input prices on employment in the do-
mestic apparel sector; as well as the effect of such protections on the manufacturing
sector.

Based on the FTC estimates, actual employment loss could range from negligible
to 40,740 jobs. Based upon the FTC's mid-range estimates, MFA restrictions cost
$12.335 billion annually, protecting 22,390 jobs at a cost of $550,916 per job. 9 Even
under the maximum possible employment loss calculated by the FTC, 40,740 jobs
paying an average of $15,000 total compensation per job are saved by the MFA at a
cost of at least $302,773 per job.10

The FTC study suggests that those favoring textile protection value jobs gained in
the textile and apparel sectors more than jobs lost at the same time in other sectors,
such as importing, retailing and related industries, despite the fact that textile and
apparel jobs are among the lowest paying.

Moreover, a disproportionate share of the costs of protection are placed on low-
income Americans. According to the Government's Consumer Expenditure Survey,
the poorest 20 percent of American households spend 15.1 percent of their budgets
on apparel. " Given the FTC's estimate that U.S. consumers pay 58 percent more
for textiles and apparel than they would without U.S. government-imposed import
restraints, this means that textile and apparel protection costs the poor 8.8 percent
of their disposable income, compared to less than 2.2 percent for the wealthy.
Cline's study emphasizes the regressive nature of this tax, " .. . apparel consump-
tion is a relatively larger fraction of income at low-income levels, [thus] the inci-
dence of higher apparel prices is relatively greater upon low-income households." 12

In other words, those least able to pay carry the highest proportionate burden for
textile and apparel protection.
S. 2411 Threatens Additional Consumer Costs, Job Losses, and the Fragile Retail

Sector
S. 2411 would add enormously to the cost to consumers and harm to importers

and retailers of the current system of protections for textiles and apparel. A de-
tailed analysis of the virtually identical 1987 textile quota bill prepared -by the
International Business and Economic Research Corporation estimated the consumer
cost for textiles and apparel under the bill to be over $8 billion a year at retail,
reflecting increases in both domestic and imported prices for these products. The
study also estimated that lost jobs at the retail level alone for textiles and apparel
were virtually the same as production jobs protected. Moreover, this does not in-
clude the substantial losses in other import-related jobs-importers, port services,
customs brokers, freight forwarders, inland transportation, banks and insurance
companies.

By imposing global quotas with import growth limited to one percent growth on a
category-by-category basis, S. 2411 completely ignores the realities of the U.S. textile
and apparel markets. For most products, cyclical swings in U.S. consumer demand
requires far more flexibility than a one percent growth limit would permit. For ex-
ample, for the year ending September 1989 (the most recent data available) the do-
mestic market (including domestic productions and imports) for cotton dresses de-
clined by 11.2 percent from the previous twelve months, while the domestic market
for women's cotton trousers increased by 18.7 percent; the domestic market for
men's and boys' knit shirts and women's and girls' knit shirts and blouses increased
by 56.4 percent and 10.1 percent respectively, while the domestic market for cotton
sweaters decreased by 12.2 percent; the domestic market for cotton nightwear in-
creased by 16.5 percent, while the domestic market for man-made fiber nightwear
decreased by 16.3 percent. These wide swings in apparel demand (and similar swings

9Tarr, op cit, p. 8-22.
10 The compensation figure is from Tarr, op cit, p. 9-1.
1 The Consumer Expenditure Survey (CES) is coilect-d by the Census and tabulated by the

U.S. Bureau of Labor Statistics (BLS). The CES data serves as the basis for estimating expendi-
ture shares for the Consumer Price Index. According to BLS, the poorest 20 percent of American
households allocate 15.1 percent of their consumption expenditures to apparel, while the
wealthiest 20 percent of households allocate only 3.8 percent. On average, apparel accounts for
about 6.4 percent of consumer expenditures.

12 Cline, op cit, p. 202.
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in textile products) are characteristic of this industry and could not be accommodat-
ed under S. 2411. For this reason, enactment of S. 2411 would be enormously disrup-
tive to importers, retailers and consumers alike.

The impact would be particularly severe given the fragile state of the retail indus-
try today. The past several years has seen major changes in the industry: the clos-
ing of a major retailer; another major retailer filing chapter 11; the lowering of an-
other retailer's credit rating; the internal restructuring of a leading mass merchan-
diser. The increased prices and reduced availability of merchandise which would
result from S. 2411 would risk major dislocations to this sector which employs 3.6
million workers in general merchandise and apparel and accessory stores, two times
the workers employed in textile and apparel manufacturing.

CONCLUSION

S. 2411 is a blatant attempt at coercion of the U.S. Government in the Uruguay
Round, threatening major U.S. trade objectives in the negotiations. The legislation
is unnecessary and harmful to the U.S. economy and to U.S. consumers.

For these reasons, USA-ITA urges the Committee to reject the legislation.
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FACT SHEET ON TEXTILES AND APPAREL TRADE

* Between 1985 and 1989 the value of shipments of U.S. textile
manufactures increased by 29 percent, 14 percent on a constant
dollar basis (U.S. Industrial Outlook).

0 Between 1985 and 1989 the value of shipments of U.S. apparel
manufactures increased by 27 percent, 11 percent on a constant
dollar basis (U.S. Industrial Outlook).

* Between 1985 and 1989 shipments of U.S. textiles and apparel
captured 91 aind 63 percent respectively of the growth
of t.. .. S. exilee and apparel markets (U.S. Industrial
Outlook and Value Major Shippers Report).

There are already over 1200 quotas in effect on textiles and
apparel imports.

* Duties on textile and apparel products are over six times the
average of non-textile imports and duties on apparel alone are
over seven times those on non-textile imports.

* The U.S. International Trade Commission estimates the cost of
quotas and tariffs for textiles and apparel to be between $7.5
billion and S13.8 billion annually.

* The U.S. Federal Trade Commission (FTC) estimates the cost of
quota alone on textiles and apparel to be between S11.7 and
S13.1 billion annually.

* Based upon FTC estimates, textile and apparel quota restric-
tions cost between $302.773.00 and S550.916.00 2er iob
protected.

* Quota and tariff protections for textiles and apparel cost the
poorest one-fifth of U.S. consumers 8.8 percent of their
disposable income (FTC and Bureau of Labor Statistics).

June 6, 1990
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TRENDS IN U.S. TEXTILE MARKET 1985-1989

Domestic Textile Shipments have increased:

Value of Textile Shipments
(Billion Dollars)

Change
1985 __i_ 1987 1988 1989 1989/1985

53.3 55.3 62.9 65.6 69.0 29.5%

Source: U.S. Industrial outlook

Domestic Textile Production has increased:

Index of Textile Production

(1987--100)

1985 1986 1987 1988 1989

89.7 93.9 100.0 99.8 101.9

Change
1989/1985

13.64

Source: Federal Reserve Board
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Domestic textile shipments have captured the preponderance of the growth of
the U.S. textile market:

billionn dollars)

Crowth of domestic
textile market 2.0 7,6 2.7 3.4 i5.7

Growth (decline) of
non-apparel imports

Growth of U.S. textile
7arKets 2.8 8.3 2.4 1.7 

Percent of market captured
by domestic shipments 71.4 S8.4 i00.0 9i.9 91.2

Sources; 1990 U,.S. r1_4 r Outjoqk___..S Ccioec Ueatet_''

Textile capacity and capacity utilization have increased:

Itt-_ e Capaci-t- Capacity-Util itio

Char~qe

1985 1986 1987 1988 199 19891 2 I5

Capacity = 100 108.0 108.8 110.4 112.6 114.6 6.1%

Capacity' t-
lization (%) 83.0 86.3 90.6 88.7 88.9 7.1%

Sour..e: Federal Reserve Board

Textile productivity has increased:

- extile Mill_e oductlvity Index

(1977 - 100)

Change
1985 -19286__ __98, 1987/19e5

131.8 141.2 136.9 3.8%

Source: Amerlcan Textile Manufacturers Institute Textile Hi-Liahts

*Difference due to rounding.
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s are ads Produced Per Loom Hour

1985 1986 1987 1988 1989

12.4 12.1 12.9 13.9 15.9

Change
1989/198

28 .2%

Source: American Textile Manufacturers' Institute TeXtile hl-iLgqhts

Textile mill employment

_19_e5 1986

702.3 703.2

The growth in the value
of textile imports:

has increased:

Textile Mill Employrn

(In Thousands)

Change

725.6 729.1 726.1 3.4%

of textile exports has matched growth in the value

Textile Exports
(Million Dollars)

Change
1985 1986 1967 1988 1989 19871985

2,366 2,570 2,900 3,651 3,897 1,531
64.7%

Source: American Textile Manufacturers Institute, Textile Hi-Light

Textile (Non Apparel) Imports
(Million Dollars)

4, 109 4,934 5,624

5i

5, 356

Change
9 1989/1985

5,667 1,558
37.9%

Source: US. Comerce Department Value Major Shipers Reports
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TRENDS IN U.S. APPAREL MARKET 1985-1989

Apparel shipments have increased:

Value of Domestic Apparel Shipments
(Billion Dollars)

Change
1987 1988 1989 198911985

b:5.1 67.7 72.2 26.7%

Source: U.S. Dept. of Commerce 1990 U.S. Industrial Outlook

1985 1986

57.0 5 &

Apparel production has increased:

A22arel Production Index
(1987 - 100)

1985 1986 1987 1988 1989

92.6 96.3 100.0 102.2 104.3

Source: Federal Reserve Board

FIISA~1

Change
1989/1985

12.6%
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Domestic apparel shipments have captured the majority of the growth of the
U.S. apparel market:

1251 268 1987/88 1988/89 1965- 2

(billion dollars)

Growth of domestic
apparel shipments 0.9 7.2 2.6 4.5 15.2

Growth of
irports

Growth of
markets

Percent of
captured
domestic

Sources:

apparel

apparel
3.1 11.2

market
by
shipments 29.0 64.3

1990 U.S. Industrial outlook.
Maior Shippers Reports

7.2
24.2

96.3 62.5 62.8

U.S. Comunerce Deoartment. Value

Capacity and capacity utilization have increased:

Apparel Capacity & Capacity Utilization

i985 1986 197 1988 1989

Capacity
(1977=100) 115.2 117.5 120.0 122.5 125.4

Capacity Uti-
lization (%) 80.4 81.9 83.3 83.4 83.2

Source: Federal Reserve

Change
1989!1985

8.9%

3.5%

Productivity has increased:

Apparel Productivity IndeX

1985 _98 1987 1987/1985

120.4 123.0 132.0 9.6%

Source: Aerican Textile Manufacturers Institute, TexU.le Hi-Lights
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sports have increased:

(in million square meters)

Change

4,278 4,898 5,459 5,276 6,029 40.9%

Source: U.S. Dept. of Commerce, tMio S_&__ peri ReLrE-

Employment has been virtually unchanged since 1986:

Apparel E'mployrent
(In Thousands)

Change
19)35 _ 1986__ 128 1988 1989 19/1985

1,121.3 1,100.8 1,098.8 1,092.3 i,v91.5 - 2.1%

Source: Bureau of Labor Statistics, EmDloyment & Earnings


