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KEDUTAAN BESAR REPUBLIK INDONESIA 

EMBASSY OF THE REPUBLIC OF INDONESIA 

WASHINGTON. D. C . 20036 

THE AMBASSADOR 

The Honorable 
M.B. Ogelsby, Jr. 
Assistant to the President 

for Legislative Affairs 
1600 Pennsylvania Ave. N.W. 
Washington, D.C. 20500 

Dear Mr. Ogelsby: 

CABLE ADDRESS: INDONESIA 

CHANCERY 

2020 MASSACHUSETTS AVENUE, N. W . 

TELEPHONE 293-1745 

October 4, 1985 

My government has been carefully monitoring recent 
developments in the United States Congress with respect to 
the proposed "Textile and Apparel Trade Enforcement Act of 
1985 11

, known as the Jenkins bill, and we have previously 
conveyed to you our serious concern relating to this bill. 
In this connection, we also are aware that several modified 
versions of the bill are currently being considered, under 
which Indonesia would no longer be considered a "major exporting 
country". Under the proposals, Indonesia's textile imports 
to the United States in 1985 would be limited to 1984 levels 
and growth in following years would be limited to one percent 
per year. 

While recogn1z1ng that the initial impact of the most 
recent proposals on Indonesia would be somewhat less severe 
than those of the Jenkins bill, my government wishes to convey 
to you its continued grave concern over any measure that imposes 
quotas on imports of textiles and apparel. Any unilateral 
imposition of quotas violates the basic premise under the 
Multi Fibre Arrangement ( 11 MFA 11

) and GATT that quotas will 
be imposed only in accordance with prescribed procedures. 
Moreover the levels in existing proposals are inconsistent 
with levels agreed upon in bilateral negotiations between 
our governments and are significantly reduced from the levels 
required in MFA. 

The unchanged, discriminatory nature of the existing 
proposals also continues to cause serious concern to my 
government. This discriminatory treatment appears even more 
odious in light of recent import statistics which indicate 



that textile imports from Far Eastern nations have declined 
during the first eight months of 1985, while textile imports 
from EEC countries, exempted from the current proposa 1 s, have 
increased by 21.6 percent during that period. Such unequal 
treatment, particularly in light of the statistics, raises 
serious questions as to how the United States views its 
relations with Indonesia. 

Finally, the restrictive nature of the new proposals 
would have a substantial adverse impact on the Indonesian 
economy thereby reducing Indonesia's ability to buy U.S. goods 
and services. 

Rest assured that Indonesia continues to be committed 
to cooperate fully with the United States to expand and 
liberalize trade between our nations for our mutual benefit. 

Yours sincerely, 

A. Hasnan Habib 
Ambassador 
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BACKGROUND BRIEFING PAPER ON CURRENT 

U.S.-INDONESIAN TRADE ISSUES 

This paper summarizes major points 

excellent bilateral trading relations 

for maintaining the 

that exist between 

the United States and Indonesia and highlights some arguments 

against recent measures proposed to limit the export of 

textiles from Indonesia to the United States. 

o Two-way trade between the United States and Indo­

nesia in 1984 totalled $6. 7 billion. Much of the Indonesian 

export effort to the United States has comprised crude oil 

and other petroleum products which are developed in Indonesia 

largely in partnership with American oil firms. Excluding 

oil, the United States enjoys a strong positive balance 

of trade with Indonesia. This positive balance is further 

enhanced by including invisible earnings generated through 

U.S. service industry exports to Indonesia. 

o Much of the added value export content contained 

in the $252 million of textile exports to the United States 

from Indonesia represents previous imports from the United 

States in the form of cotton yarn and other raw material 

component supplies. In 1984, Indonesia purchased $153 million 

of cotton from American producers. Further, many Indonesian 

textile companies use American _ capital goods and production 

machinery, finance from American banks and U.S. consulting 

inputs, shipping and related services to generate the finished 

products. Measures which seek to contain the level of Indo­

nesian textile exports to the American market will thus 

have a more important impact on the United States economy 

than might appear at first reading of such protectionist 

legislative initiatives. 



2 

o The protectionist legislation proposed in the 

U.S. Congress would, if enacted, represent a unilateral 

abrogation by the United States of its obligations under 

already-negotiated trade agreements. The Government of Indo­

nesia is concerned that such action could create a serious 

precedent for other agreements that may be entered into 

between these two friendly nations. 

o The measures detailed in the proposed legislation 

will seriously diminish the chances for extending the Multi 

Fiber Arrangement, the textile trade pact which has 

facilitated an orderly expansion of world trade in textile 

and apparel products. If enacted, they will imperil further 

liberalization of international trade under GATT. 

o Indonesia is a signatory to the 

Arrangement (MFA), has been a participant in 

Agreement on Tariffs and Trade ( GATT) and has 

Multi-Fiber 

the General 

also entered 

into bilateral agreements in the textile area with the U.S. 

It has shown its willingness to participate as a full partner 

in international trade and has honored its obligations under 

international trading agreements. 

0 In singling out primarily Asian nations for 

punishment under the proposed new law and in excluding 

European nations from the provisions of the Bill, a clearly 

discriminatory view of Asian nations has been shaped on 

Capitol Hill. At least three of the European nations excluded 

from the measure export more textile products to the United 

States than does Indonesia, and two of these are the fifth 

and sixth largest textile exporters to the United States. 

In addition, growth in the volume of textile exports from 
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European Common Market countries has been greater than from 

any other region. 

Embassy of the Republic of Indonesia 
2020 Massachusetts Avenue, N.W. 
Washington,D.C. 20036 

Contact Person: 

Mr. A.S.Achjadi 
Minister Counselor (Information) 

Telp.: (202) 775-5266 



THE UNITED STATES 
TRADE REPRESENTATIVE 

WASHINGTON 

April 9, 1985 

TO: M.B. OGLESBY 

FROM: WILLIAM J. MARONI 

RE: TEXTILE QUOTA LEGISLATION 

Enclosed please find several materials 
which outline the Administration's 
position on the current textile 
import program and our opposition 
to proposed legislative quotas. 

I hope that this information is 
useful in explaining the 
Administration's position in your 
contacts with Members and staff. 



TEXTILE REFORM ACT OF 1985 

For nearly 25 years, U.S. textile trade policy has been based on Multilateral 
Textile Agreements. The latest of these is the Multifiber Arrangement 
(MFA) as extended by the 1981-86 protocol. U.S. domestic textile and apparel 
manufacturers have been closely associated with the creation and implementation 
of the MFA. They have consistently supported the multilateral agreement 
approach. 

A fundamental principle of the MFA is that problems of market disruption 
in importing countries (or the risk of such disruption) that are caused 
by textile/apparel imports should be resolved by agreement with exporting 
countries on a product-by-product and country-by-country basis. The MFA 
permits unilateral imposition of quotas only when the importing country 
can show actual market disruption. This disruption must be based on 
the "existence of serious damage to domestic producers or actual threat 
thereof." Unilateral quotas can be imposed only for one year; and must 
be "limi led to the precise products" from the specific countries causing 
the disruption to domestic producers of the products. These quotas can 
only be extended by mutual agreement. In such cases, minimum growth should 
be six percent unless both parties agree that an exceptional case warrants 
a lower figure. 

The proposed legislation is inconsistent with the MFA and the 34 bilateral 
agreements we have negotiated under MFA guidelines. 

The proposed legislation would entail a massive unilateral rollback 
in trade, contrary to our existing agreements. 

The proposed legislation eliminates the concept of negotiation toward 
a mutually acceptable solution. It mandates unilateral actions without 
time limit. There is no justification for this in the MFA. 

The proposed legislation eliminates the concept of demonstrating market 
disruption for specific products from specific countries. This is 
a key concept of the MFA. 

The proposed legislation mandates minimal growth of one percent for 
the bulk of the trade and six percent for the rest. Unilateral imposition 
of such figures without case-by-case justification has no basis in 
the MFA. 

The proposed legislation mandates an unprecedented, limitless degree 
of protection for a domestic manufacturing industry. In addition, 
by regulating market shares of each foreign country, competition is 
further restricted. This type of cartelization of trade between domestic 
and foreign sources will not, in the long run, benefit our country. 

The proposed legislation may well bring trade retaliation. Other 
sectors could pay a heavy price for broad protection of the textile/apparel 
industry. Under the MFA we avoid retaliation for U.S. quotas that 
confonr, with bilateral agreements or MFA rules tor unilateral restraints. 
As the proposed legislation ignores MFA requirements, we could expect 
our trtding partners to retaliate against sensitive U.S. industrial 
and agric:.11tural exports. Because of the sensitivity and importance 
of textile trade throughout the world, a broader trade war could well 
result. 



TRADE POLICY STAFF COY.:."\ilTfEE 

- -DRAFT Document 85 _ 32 

SUBJEC1: 

Textile Trade Reform Act of 1985 

SUBMITTED BY: 

· Office of the United States 
Trade Representative 

DATE: March 26, 1985 



TEXTILE TRADE REFORM ACT OF 1985 

ISSUE 

The Textile Trade ~eform Act of 1985 was introduced in the Congress 
on March 19, 1985. The bill mandates sharp reductions in textile 
imports from a wide range of suppliers, among which are some 
of our closest trading partners and allies. The bill is clearly 
inconsistent with the Multifiber Arrangement and our 34 bilateral 
textile agreements. It grants a degree of protection to the 
textile/apparel industry far beyond anything accorded any other 
industrial sector in recent times. In short, the bill represents 
a major move toward protectionism by the U.S. with clear and 
severe negative consequences for our international trade relations. 
A detailed description of the bill's provisions, produced by 
the bill's sponsors, is attached at Tab A. A further initial 
analysis by USTR on the trade effect of the bill is at Tab B. 
The Administration needs to take a clear position on this legisla-

, tion. 

RECOMMENDATIONS 

The Administration should oppose this legislation vigorously. 

BACKGROUND 

For nearly 25 years U.S. textile trade policy has been based 
on international agreements. The latest of these is the Multifiber 
Arrangement. U.S. domestic textile and apparel manufacturers 
have been closely associated with the creation and implementation 
of tpe MFA. They have consistently supported an MFA regime. · 

Central to the MFA is a commitment to negotiating mutually acceptable 
solutions to market disruption problems due to textile/ 
apparel imports. Unilateral action is permitted under the MFA 
only when actual damage to an importing country's industry can 
be shown. Unilateral quotas can be imposed only for one year; 
minimum growth on such quotas, if extended by mutual agreement, 
is 6%. 

The proposed legislation ll. inconsistent with the 
MFA or the 34 bilateral agreements we have negotiated 
under MFA guidelines. As a result the Administration 
would have to abrogate all of these accords. 

The proposed legislation eliminates the concept of 
negotiation toward a mutually acceptable solution. 
It mandates unilateral actions without time limit. 
There is no justification for this in the MFA. 

The proposed legislation eliminates the concept of 
demonstrating market disruption. This is a key element 
of the MFA. 
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The proposed legislation mandates maximum growth Q.f 
ll for the bulk of the trade and 61 for the others. 
Unilateral imposition of such figures is without justi­
fication in the MFA. 

The proposed legislation mandates a degree of protection 
hitherto never accorded a domestic manufacturing industry, 
rolling~ trade and then freezing domestic manufacturers 
market share for all time. This type of cartelization 
of trade between domestic and foreign sources will 
not in the long run benefit our country. 

The proposed legislation may well bring trade retaliation. 
Other sectors may well pay a heavy price for broad 
protection of the textile/apparel industry. Under 
the MFA countries agree not to retaliate for U.S. quotas 
on these products as long as we follow MFA procedures 
in seeking restraints. As the proposed legislation 
ignores MFA procedures, we can expect our trading 
partners to respond in kind. Retaliation and ensuing 
trade wars could well be the result. 



PURPOSE 

TEXTILE & APPAREL TRADE ENFORCEMENT ACT OF 1985 
FACT SHEET 

TAB A, Page 1 

0 To achieve the objectives of the Multi-Fiber Arrangement by providing 
orderly and non-disruptive growth of imports of all fiber. textile and 
apparel products. 

0 To set limits on imports from major exporting countries which reflect 
import growth since 1980 from these countries at growth rates contemplated 
by the 1981 extension of the Multi-Fiber Arrangement. 

0 To allow the smaller exporting countries an opportunity to increase their· 
share of the U.S. market. 

0 To set the future growth rate of imports at levels provided for in the MFA 
and the protocol extending the MFA. 

RATIONALE 

0 Since 1980 imports of textiles and textile products have grown at an 
annual rate of 19 percent. far greater than the orderly growth objectives 
of the Multi-Fiber Arrangement and far in excess of the 1 percent average 
growth of the U.S. market during that period. 

0 Because fiber, textile and apparel imports are far outpacing the growth of 
the domestic market, intolerable market disruption, job losses, curtailed 
production and plant closings have occurred. 

0 The textile and apparel trade deficit has grown to a record $16 billion in 
1984 and now accounts for 13% of the U.S. merchandise trade deficit. 

0 U.S. textile, fiber and apparel companies are continuing to spend billions 
of dollars annually to modernize and improve worker productivity. The 
resulting productivity increases have been significantly greater than the 
rate of productivity growth for all of U.S. manufacturing. Yet despite 
this investment and increased productivity, U~S. manufacturers continue to 
lose marketshare. 

0 If import growth is not slowed, future investment fn this industry is 
likely to be sharply curtailed leading to a loss in competitiveness and 
the continued liquidation of an industry which is a major element of U.S. 
manufacturing and is recognized as vital to our national security. 

PROVISIONS 

0 The Textile and Apparel Trade Enforcement Act would cover textiles, 
apparel, textile products and man-made fibers. The Act would apply to all 
exporting countries with the exception of Canada and current members of 
the European Economic Community. 



TAB A, Pa ge 2 

-2-

0 Smaller Exoortino Countries 

Defined as those capturing less than 1.2s: of U.S. imports, plus 
Mexico; 
1985 import levels by product ·category would be us: of 1984 levels 
except for import sensitive categories, i.e. categories for which 
imports equal 40 percent or more of domestic production, in which case 
1985 import levels would be 101% of 1984 levels; 
After 1985 annual quota growth would be six percent for each category, 
except one percent for import sensitive categories; 
When imports from a smaller exporting country (except countries in the 
Caribbean region) reach 1.2si of U.S. imports, quota growth in all 
categories would be one percent. 

0 Major Exporting Countries 

Defined as those capturing 1.25: or more of U.S. imports; 
1985 import levels by product category would be 101: of 1984 levels; 
After 1985, import growth would be one percent each year for each 
category. 

0 In categories in which a country has no or few exports, the country would 
be allowed to ship to certain minimum levels. Annual growth would then be 
one percent (for major exporting countries) or six percent (for smaller 
exporting countries) unless the category is highly import sensitive, in 
which case growth would be one percent. 

ENFORCEMENT 

0 The Secretary of Commerce would establish regulations to govern the entry 
of imports to conform with this Act. 

OTHER PROVISIONS 

0 The Secretary of Commerce would establish within six months after 
enactment an import licensing system to ensure that the Act is efficiently 
administered. 

0 Each year the President would report to the Congress on the administration 
of the Act. 

March 4, 1985 
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(Ezpreaaed •• Percentage Reduction in 
Actual 1984 I • porta, bad Rollback been in effect) 

1. 

Reduction 
in imports 
from 13 
aajor 
auppliers: 

Calculation on 
•aquare yard 
equivalent 
basis• (SYE) 

As percentage 
of o.s. imports 
from major 
suppliers 

As percentage 
of U.S. imports 
from all 
suppliers 

OSTR 
3/21/85 

-32.S 

-22.9 

2. 

BYE calculation, 
adjusted for 
growth limits 
below 61 in 
existing bilateral 
agreements 

-35.9 

-2,.6 

3. 

calculated 
from constant 
dollar import 
data 

-39.7 

-28.l 



~· -~·. ~. 
, ,. 

. _ ... 
- -- -~~t:' 

·- ·- ,_ . . .. 

W,AL IAJQBS 
Taiwan 
&orea 
Bong Kong 
China 
Japan 
Pakistan 
Indonesia 
India 
Philippines 
Thailand 
Brazil 
Singapore 
Sri Lanka 

Total Majors 
Bong long 
Taiwan 
Korea 
China 
Japan 
India 
Philippines 
Singapore 
Thailand 
Brazil 
Macao 
Indonesia 
Sri Lanka 

OSTR 
3/21/85 

TABB, Page 2 

Major suppliers 
·: ... . ,.. .. 

~ . ... : :"·~ _:z .~ ... . - :~: ~ . 
ca1cu1attpn 1 c,1cu1ation 2 

I of world 1184 1984 

Import• i•Ouctipn x•Oyctton 

IL! -32,5 -35,9 

13.6 -2,.0 -33.1 
11.2 -2,.0 -33.1 
10.6 - 3.8 -14.3 

9.9 -57.6 -59.6 
7.5 -21.1 -2s.s 
3.1 -43.2 -43.2 
2.7 -89.l -89.l 
2.6 -2,.s -26.0 
2.5 -14.7 -14.7 
2.1 -69.6 -10.2 
2.0 -88.9 -88.9 
1.4 - 4.1 - 8.1 
1.2 -53.6 -54.5 

calculation 3 
ll,j --39,7 

17 .8 -28.l 
1s.o -39.7 
12.2 -,3.8 
7.4 -62.l 
6.7 -37.3 
2.7 - 2.0 
2.3 -28.3 
1.8 -35.2 
1.7 _,,.s 
1.4 -46.4 
1.3 -,o.6 
1.2 -95.5 
1.2 -58.9 



THE UNITED STATES TRADE REPRESENTATIVE 
WASHINGTON 

The President 
The White House 
Washington, o.c. 20500 

Dear Mr. President: 

20506 

April 3, 1985 

On March 12, Mac Baldrige and I sent you a joint memorandum 
on textile trade policy (copy enclosed}. At that time we noted 
the large number of new quotas and tightening of administration 
which we had instituted to dampen import growth of textiles 
and apparel. 

Recent import numbers indicate that our efforts may now be paying 
off. The enclosed chart indicates that since late last year 
the rate of import growth has dropped appreciably. Although 
not on the chart, preliminary figures for February indicate 
a continuing downward figure. 

No one can predict future trade patterns with certainty, but 
I did feel that five months of slower imports was a development 
worth bringing to your attention. 

WEB:its 

Enclosures 

Very truly yours, 

WILLIAM E. BROCK 
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THE UNITED STATES TRADE REPRESENTATIVE 
.# 

WASHINGTON. D.C. 20506 

March 12, 1985 

The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

In response to your request, Mac and I have 
jointly developed the attached paper regarding 
textile import policy. Vee yours, 

WILLIAM E. BROCK 

WEB:its 

Attachment 
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THE UNITED STATES TRADE REPRESENTATIVE 

WASHINGTON 

20506 

March 12, 1985 
_; 

MEMORANDUM TO THE PRESIDENT / 

FROM: 

SUBJECT: 

Background 

William E. Brock j7 
Malcolm Baldrige 

U.S. Textile Trade Policy 

The strong U.S. economy has drawn in textile and apparel imports 
at unprecedented rates, a 25 percent increase in 1983 compounded 
by a 32 percent rise in 1984. Imports have continued to increase 
despite our quota actions and bilateral agreements because only 
60 percent of current trade is covered by quotas. Additionally, 
the strong dollar has impeded exports at the same time that 
it has attracted imports. The domestic industry, fearing a 
continuation of large import increases, plans to submit legislation 
for a global quota system that would violate multilateral and 
bilateral agreements. 

Although the textile import surge is but part of the general 
import increase, it has sharp political significance due to 
your commitment to relate import growth to growth in the domestic 
market. Although the textile industry benefitted from economic 
recovery, recording a 13 percent increase in production in 1983, 
imports rose even more. A softer market in the second half 
of 1984 caused the rate of import growth to slacken; so, too, 
did domestic output. The result has been a large number of 
mill closures in recent months. 

In the 42-nation (plus the EC) Multifiber Arrangement and some 
34 bilateral trade agreements, we are committed to dealing with 
textile problems according to multilaterally agreed specific 
criteria. You highlighted this to our industry in a speech 
in Columbia, South Carolina, on September 28, 1983 by noting 
that our efforts to relate imports to domestic market growth 
must be consistent with our international commitments. 

Our Response 

Within the context of our international commitments we have 
provided to the textile/apparel sector a range of protection 
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far beyond that accorded other sectors of the economy. In the 
past two years we have: 

Established 216 new quotas. In 1984 for example, 
the quota program conttolled 60 percent of import 
trade. We have approximately 680 quotas in place 
compared to approximately 430 in 1982. 

Established new Rules of Origin for textile and apparel 
products to curtail attempts at quota circumvention. 

Tightened measurably the agreements with our major 
suppliers (Korea, Hong Kong and Taiwan). Growth of · 
quotas for major suppliers has been reduced to about 
l percent, and we have been quick to add new quotas 
where major suppliers have branched out into new product 
areas. Given debt and unemployment problems, third 
world middle and small textile/apparel exporters have 
pressed for more liberal access. We have resisted 
this, holding agreements constant in most cases and 
adding new quotas in others. 

Improved the administrative procedures for initiating 
new quota actions. Contained in a December 16, 1983 
White House press release, these new criteria mandate 
examination of the case for new quotas at much lower 
levels and in a more vigorous fashion than ever before. 

Stepped up Customs enforcement at our borders to meet 
increased attempts at fraud and circumvention of the 
widening quota net. 

We have pursued these measures despite strong criticism domestically 
and internationally. Farm groups are concerned about retaliation 
on grain and timber exports. Importers and retailers feel our 
actions have disrupted their businesses in an unreasonable manner. 
Textile trade has become a major irritant in relationships with 
numerous countries. For the first time in history, 50 nations 
have met twice under GATT auspices in Geneva to criticize the 
United States. Nevertheless, despite the criticism -- foreign 
and domestic -- we have continued to pursue the tightest import 
control program our international obligations will allow. 

The Industry Response 

Although the industry has some complaints about the scope and 
intensity of our control actions, most in industry now believe 
we are pushing the existing system close to its limit. They, 
therefore, believe that the only real answer to their problems 
is a global quota system which would freeze market shares between 
domestic production and imports. They argue that this must 
be done for the Administration to meet its commitment to relate 
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imports to domestic market growth. They propose that global 
quotas be enforced by an import licensing system. we understand 
that the industry prQposal will be filed as a bill by a number 
of textile states' Congressmen and Senators on March 19. 

The Problem ·' 

Since, in the industry view, our current program can blunt the 
intensity of the import surge but cannot offer the degree of 
absolute protection the industry seeks, the industry believes 
its global quota proposal is the only way to equate absolute 
import growth with growth in the domestic market. 

However, global quotas pose serious problems: 

The global approach is incompatible with the current 
MFA and our existing bilateral agreements. Adopting 
global quotas would require major revisions of the 
MFA and our bilateral agreements at a time when we 
are attempting to convince our MFA partners that a 
new round of negotiations to liberalize trade is required. 

This Administration has stood for minimal government 
interference in the marketplace. Global quotas, with 
enforcement through an import licensing system, would 
inject the government into the private sector to a 
degree unprecedented in the Administration (except 
for agriculture). 

Global quotas are a concept that successive U.S. Government 
Administrations have resisted over the years in all product 
areas in which they have been proposed. A cartelization of 
international trade, whether in textiles or any other product, 
is neither good f_or our country or the world economy. 



TBITILB IIIPORT PROGRAII 

Testimony by Ambassador Richard B. I• us 
Chief Teztile Negotiator 

Office of the U.S. Trade Representative 
hecutive Office of the President 

co-ittee on Ways and Means 
Subco-ittee on Trade 

o.s. Bouse of Representatives 
April 3, 1985 



Mr. Chairman, Members of the Committee: 

I am pleased to have this opportunity today to present 

testimony on the textile import program. 

As you know, USTR has the lead responsibility within the 

government for the conduct of international trade negotiations 

and for matters respecting the GATT, or General Agreement on 

Tariffs and Trade. As such, USTR is responsible for negotiating 

multilateral and bilateral textile and apparel trade agreements 

and for representing the U.S. in meetings of the GATT Textiles 

Committee and the Textiles Surveillance Body in Geneva. We 

are, therefore, concerned on a daily basis with U.S. textile 

policy in the international arena, although primary responsibility 

in the area of domestic implementation rests with the Committee 

for the Implementation of Textile Agreements. The chairmanship 

and the administrative support of CITA is provided by the Depart­

ment of Commerce. 

The basic rights and obligations we have in international 

textile and apparel trade are set out in the Multifiber Arrangement 

which, since 1974, has provided the guidelines within which 

we control imports of low-priced goods disruptive to our domestic 

market. The MFA is an agreement under the auspices of the General 

Agreement on Tariffs and Trade (GATT), but creates special rules 

not accorded to any other sector under the GATT. 

I would highlight three fundamental differences between 

the GATT rules and the MFA. In order to impose quotas under 

GATT rules, we would have to demonstrate for each product that 
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increased imports cause or threaten serious injury. Second, 

the restrictions for each product would have to be applied on 

a non-discriminatory basis to all suppliers. And third, we 

would have to compensate the restricted countries or face retalia­

tion. 

By contrast, the MFA allows us to limit imports through 

negotiation of bilateral agreements at a stage before the problem 

may have reached the dimension which would justify GATT reaction. 

Significantly, in cases where agreement cannot be reached, the 

MFA still allows us to impose limits to prevent market disruption. 

Moreover, these limits may apply to one or a small number of 

suppliers rather than to all suppliers as prescribed by the 

GATT non-discrimination principle. Finally, MFA rules do not 

require compensation or authorize retaliation for MFA restrictions. 

To give a concrete example, we have added over 300 new 

quota limits during the Reagan Administration under provisions 

of bilateral agreements and the MFA. This is a far greater 

number that at any time in the 25-year history of our textile­

/apparel import control program. I would not want to speculate 

how many of those restrictions could or would ultimately have 

been implemented under GATT rules and conventional o.s. domestic 

safeguard procedures applicable to other industries. However, I 

can confidently say that, because of the MFA, we were able to act 

more quickly, and selectively, and without the normal constraint 

of the need for compensation or risk of retaliation. 
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In addition to rights, however, our membership in the MFA 

also imposes on us certain obligations, one of which is that 

our bilateral agreements with foreign suppliers must be in 

conformity with the minimum guidelines set out in the Arrangement. 

Another obligation -- a crucial one -- requires that calls for 

consultations with foreign suppliers aimed at setting limits on 

additional categories be warranted by the existence or threat of 

market disruption. The factors whi ch the MFA specifies as the 

cause of such market disruption are a sharp and substantial 

increase in imports of particular products from particular 

countries and the offering of these products by the exporting 

country at prices substantially below those for similar goods of 

comparable quality produced in the U.S. The MFA further requires 

that market disruption be documented, that the interests of the 

exporting country be factored in and that special consideration 

be given to small suppliers, new entrants to the market and 

cotton-producing developing countries. I have appended to my 

written statement the full text of Annex A of the MFA and paragraph 

12 of the 1981 protocol of extension setting out these criteria. 

The point I hope I have made clear is that under the MFA 

we have important rights that we would not have were textile 

trade governed by GATT rules. But while membership in the MFA 

confers substantial advantages, we are obliged to play by the 

rules. There is, of course, a trade-off implied here: The 

interests of domestic producers and the requirements of the 
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MFA do not always coincide. This is the central issue for textile 

trade policy and for the implementation of the textile import 

program. 

During 1983 and the first half of 1984, the textile and 

apparel industries shared in the U.S. economic recovery. In 

this period, personal consumption expenditures on clothing were 

up, as were apparel sales, shipnents, man-hours worked and employ­

ment. Textile and apparel markets benefitted from rising consumer 

purchasing power, inventory building, modernization efforts 

aimed at increasing productivity, strong demand for home furnishing 

fabrics and increased auto sales. Unfortunately, the economic 

recovery in the United States has not been matched elsewhere 

in the world. This disequilibrium, together with the strong 

dollar, has drawn in imports at an unusually high rate while 

frustrating efforts to increase exports, hence the large trade 

deficit. As a consequence, the domestic textile and apparel 

industry has faced intense import competition. The 25% increase 

in imports in 1983 and 32 percent rise in 1984 has been of deep 

concern to us, as it has been to our domestic manufacturing 

industry. 

Data on imports by country or country group show that our 

•Big Three• suppliers Taiwan, Bong Kong and Korea -- accounted 

for less than 15 percent of the total growth in 1984 imports 

as compared with 38 percent the previous year. China and Japan, 

our fourth and fifth largest suppliers, accounted for less than 

8 and 3 percent of total growth, respectively. While our five 
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largest suppliers still account for over 50 percent of total 

imports and the •sig Three for over 50 percent of apparel imports, 

by far the largest sources sources of 1984 growth were the OECD 

countries, excluding Japan, at 32 percent and •other suppliers• 

combined at 43 percent. The sharp increase in •other,• middle 

level, suppliers represents the tendency of the trade to diversify 

in response to our quota actions. 

Without denigrating the problem, we have been · somewhat 

heartened to note, however, that the rate of import growth began 

to decline in the months of October, November and December. 

In January to September 1984, for example, imports grew 41 percent, 

but the rate had slowed to 32 percent by the end of the year. 

In fact, imports during the fourth quarter increased by only 

4.9 percent compared with the last quarter of 1983. We are, 

therefore, optimistic that an unprecedented number of new quotas 

imposed during this Administration is now taking increased effect 

on the trade. Indeed, a majority of our trade in textiles and 

apparel is covered by quotas. Of our top four suppliers, 75 

percent of our MFA trade with Taiwan is under quota; 95 percent 

of our trade with Hong Kong, 92 percent of trade with Korea 

and 75 percent of trade with China. We are continuing to establish 

limits on uncontrolled imports from suppliers of low-cost products 

where there is a risk of market disruption. 

The point underscored by these figures is that our major 

problems in controlling textile imports do not result from any 

lack of diligence in implementing our current textile import 
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program under the guidelines established by the MFA. When in 

1981 the MFA was extended for an additional five years, we were 

able to negotiate lower permissible limits for growth and flexi­

bility. Since then we have concluded new, more restrictive 

agreements, not only with our top five suppliers, but also with 

other suppliers as our current bilateral agreements with them 

expire. We have taken steps to crack down on fraud and circumven­

tion of quota limits and to shield the industry from damaging 

surges of imports following the release of embargoed goods. We 

have exercised to the fullest the rights available to us under the 

MFA to impose additional limits on imports. Some have argued 

that we have overstepped the boundaries of these rights: Last 

year an unprecedented number of complaints against the U.S. were 

referred to Textiles Surveillance Body in Geneva; indeed, in 

one year we had more complaints about U.S. actions than in the 

entire prior history of the MFA. In some cases our actions 

were upheld; in others, we were criticized. In addition, two 

special sessions of the GATT Textiles Committee were called 

last year for the sole purpose of questioning U.S. policies 

concerning tighter enforcement and administration of our textile 

program. This, too, was unique in MFA history. The international 

criticism we have faced is a reflection, I believe, of the vigor 

with which we are administering our import control prgoram. 

Why, then, one might ask, are imports increasing despite 

actions taken by the Administration to restraint their growth? 

First, we must understand that imports are growing because our 
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economy is growing. In 1982 when our domestic textile industry 

was in deep recession, import growth was only 3%. Certainly 

no one would want to return to those bleak days. 

In short, recovery has meant growth in both domestic produc­

tion and imports. In fact, domestic demand has been so strong and 

the price of foreign articles, so attractive that as soon as 

we hold imports in one area, new pressures develop elsewhere. 

Because other major importing countries have lagged in recovery 

and growth, the U.S. has felt these pressures disproportionately. 

I would emphasize that international criticism has not 

deterred us from pursuing actions which we believe are justified 

to deal with market disruption. In short, I would maintain 

that we have administered the textile import program as thoroughly 

and efficiently as our guidelines and resources allow. Our 

major problems do not result from the program itself but rather 

from macroeconomic factors which we have either no abilility 

or no authority to control. 

In this regard, I would like to close on a note of optimism. 

There are encouraging signs that recovery and growth are taking 

hold in other countries, which should reduce pressure on the 

U.S. market. Improved growth and confidence in other countries, 

as well as our own efforts and determination to reduce budget 

deficits, can also go a long way toward easing problems caused 

by the tremendous strength of the dollar relative to other cur­

rencies. Stronger growth _and stronger currencies abroad will 

not only ease pressure on the U.S. from imports, but also can 
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lead to recovery of our once healthy textile exports. I think 

these trends, along with a healthy U.S. economy, are more important 

to the health of our textile and apparel industry than our recent 

tightening of the import program -- though I would add that 

the effect of our actions is also beginning to be evident. 

This administration, together with previous ones, has 

assumed special obligations to our domestic textile and apparel 

industry. Indeed, the existence of the special MFA regime in the 

GATT, recognizes the sensitivity and importance of this industry. 

In today's world, the challenge to our textile/apparel 

industry is perhaps greater than at any other time. We have 

worked with our industry to overcome major problems. We are 

prepared to continue to work together for the future. We recognize 

that efficient administration of our present import control 

program is central to that effort and we are committed to the 

best effort our resources and present international obligations 

will permit. 

Thank you Mr. Chairman. 
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ENERGY ANO COMMERCE 
RANKING MINORITY 
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ma~bington, ;\.~. 20515 

June 8, 1984 

Honorable James A. Baker, III 
Chief of Staff and Assistant to the President 
The White House 
Washington, D.C. 20500 

Dear Jim: 

Dtrr •CT CM!TICX.S r. 

,,. So.lnoST .. l:rT 

G.Afl'ONIA, N-T>< CAIOOU"" Z8052 
(704) &U-99:.2 

ll• MULaC,,IIY ST,.CCT, $ .W . 

L.Dooa. NcMTH CA•o<.>- 2.8(,'5 

l>CM J 75.a-41, 7 

Rooo,o 133 
FC'DC,tAL. BUILDtNG 

HOCOU.T, No.TH c,....,._,_ ZM01 

(704) )Za.a711 

. Recently, members of my staff and representatives of t he Customs Service ~ 
including, among others, Commissioner William von Raab, met. to discuss the 
Customs Service's enforcement activities in support of the t extile program. 
One of the major topics discussed at these meetings was the Customs Service's 
efforts to implement an Executive Order entitled "Texti le Import Program Imple­
mentation" which was issued by the President on May ~ 1984. 

As you know, the President's Executive Order was designed to augment the 
Customs Service's authority to investigate and prosecute i nd ividuals engaged i n 
textile fraud and the circumvention of trade laws. To effectuate the directives 
contained in the President's Execut'ive Order, the Customs Service is authori zed 
to promulgate rules and regulations in accordance with the policy guidance set 
forth by the Committee for the Implementation of Texti l e Agreements. Inquiries 
made by my staff reveal that, to date, the Customs Service has taken minimal 
action to promulgate the rules and regulations as provi ded i n the Executive 
Order. 

I find the Customs Service's inaction in an area to w.i ch the President has 
assigned such a high priority particularly disconcerti ng. l plan to continue to 
monitor the Customs Service's progress with regard to t he implementat i on of t he 
Execut i ve Order and, if need be, exercise the Energy and Commerce Committee's 
oversight authority to insure that the President's directi ves are accomplished • 

... 
For your convenience, I have enclosed my recent correspondence with Com~ 

missioner von Raab and a copy of the President's Executive Order. I will keep 
you informed of the Customs Service's activities this are 

Encs. 

Jame T. Broyhi 
Ranking Minority Member 
Committee on Energy and Commerce 
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UlaS'~ington, ;3.C!:. 20515 

Honorable William von Raab 
Commissioner 
United States Customs Service 
1301 Constitution Avenue, N.W. 
Washington, D.C. 20229 

Dear Commissioner von Raab: 

June 7, 1984 

c,,n.,c,- f"rr-cc.s ; 

JU So.n., S••tM' 
G.A~. N_,., C••-- HO, 

( '1L1, , •• , . 1111:.:t 

Z.ZA MUU!IL-• S1•c rT. s .w. 
U,,0.a . N...,.,., Ca•o.__ Jtl.CS 

(7o•) ,s-z.,n 

R,_.,:s:, 

Fcor•""L 8~•1;..0•frCI. 

Hocao..T. No• TH C•--•- 2•611 
(7~)>Z-7H 

I appreciate the time you spent with members of my staff .on Friday, 
May 31, 1984, to explain the Custom Service's enforcement activities in support · 
of the textile program. During that meeting, you COIJJD!ented upon an Executive 
Order entitled "Textile Import Program Implementation", issued by the President 
on May 9, . 1984. From your comments on that subject, the Committee staff con­
cluded that it was your opinion that the President's Executive Order had 1ittle, 
if any, effect on the Custom Se r.vice's enforcement activities in the area of 
textile fraud and circumvention. Such remarks concerning the effect iveness of 
the President's Executive Order uttered by the Chief Enforcement Off icer of 
the Customs Service, naturally have caused me a great deal of concern. 

Due to my concerns, on June 5, 1984, members of my staff conferred 
with Alfred De Angelus, Rick Miller, and Robert Schaffer a.mong othe r s at Customs 
to determine the extent of the Customs Service's timely implementat i on of the 
Executive Order. After this meeting, it appears that a discrepancy exists 
between your initial opinion and the subsequent opinions of your staff with ­
regard to the scope and implementation of the Executive Order. 

To clarify your position on this issue, l am requesting t hat you 
respond to my inquiries with regard toy.our implementation and enforcement of 
the directives contained in the Executive Order. Specifically, 1-·wou1d appre­
ciate your comments on the following subjects: 

1. The Executive Order provides that, with regard to the 
rulings and regulations to implement the textile program> 
the Customs Service act h1 "accordance with the policy 
guidance set forth by the Committee for the Implemen­
tation of Textile Agreements (CITA). 

A. To date, what discussions have been held with CJTA 
on this subject? 

B. Have any rulings and regulations been issued to date, 
and if -not, why not? 
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C. In what manner, and to what extent, have represen­
tatives of the Customs Service participated in the 
activities of this Cormiittee? 

2. In your opinion, to what extent does the Executive Order confer 
upon Customs additional or expanded authority to prevent quota 
circumvention? How will this be accomplished? 

3. When will the .Customs Service promulgate the rules and regu­
lations needed to implement the President's man~ate contained 
in the Executive Order? Who is responsible for the pr omulga­
tion of these rules and regulations? Further, articulate the 
reasons, if any, why Customs may anticipate any object ions to 
the rules and regulations it must promulgate. 

4. To date, has the Customs Task Force established by the Executive 
Order been selected? If so, who are the members of t he Task 
Force, and what actions have they taken? In the alternative, 
please explain why the Task Force has yet t~ meet in f ormal 
session. 

5. What is the vehicle at Customs for the coordination wi th CITA 
of the Task Force's actions? 

6. When wi ll the more precise interpretation and appl icat ions of 
the rules and regulations covering 11 country of ori gi n" as that 
term applies to the textile program be implemented? 

Your prompt response to my inquiries will appreciated. 
I look forward to hearing from you by the end of ne 

Si nee rely, ____, 
(J#/!4 I• 
ames T.. Broyhi 11 

Ranking Minority Member 
Committee on Energy and Commerce 

.. ,. ... ...:. 
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EXECUTIVE ORDER 

TEXTILE IMPORT PROGAAM IMPLEMENTATION 

By the euthority vested in mP. as _President by the - . 
co~.sti tu tic:-, and laws of the United States of America, 

including Section 204 of the Agricultural Act of 1956, - as . 
amended (76 Stat. 104, 7 u.s.c. 1854), and•section 301 of 

.. 
Title 3 of the United States Code, and in order to prevent 

circu:nvention or frustration of multilateral and bil.ate£al 

agreements to which the United Stales is a party and to 
• . 

facilitate efficient and equitable ad.ministration.of the . .. -- . 
. .. 
-. - - -United States Textile Import Program, it is hereby ordered as 

follows: • · . 
Section 1. (a) In accordance with policy guidance 

pro:rided by the Com.'ni ttee f~r the Iinpfementntion of Textile 

Agree~ents (CITA), through its Chairman, in accordance with 

the provisions of Executive Order No. 11651. as amended, the 

Secretary of the Treasury shall issue regulations ~overning 

the entry or withdrawal from warehouse for consumption of 

textiles and tex~i"le products subject to Section 204 of the 

Act. 

Cb) Initial regulations promulgated under this section 
r 

shall be promulgated no later than 120 days a£ter the 

eftective date of this order • 
. 

Cc) To the extent necessary to implement rnore 

eff~ctively the Un~ted States textile progra.:n under 

Section 204, such regulations shall include: 

(i) clari!ications in, or revisions to, the country of 

o:fgi; rules for textiles and textile products subject to 
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(ii) provisions governing ~ithdrawals from a custo~s 

bonded warehouse o! artic~es subject to this Order • 
•. 

tra~sformed, changed or ·manipulated in, a warehouse after 

importation but" prior to. withd~awal f.or consµcptio~: and 

(iii) any other provisions determined to be necessary 

the effective and equitable a~~inistration of the Textile 

Import Program. 

(d) Any such regulations may ~lso include.provisiops 

requiring importers to prov id~ addi tionz;'l information and/o 

docur:ientation on articles subject to this ·order which are ·· . . 
determined to be necessary for the e.ffective anc! ~e·guitable 

ad.~inistration of the Textile Import Program. 

sec. 2. (a) The Commissioner of Customs shall. establi 

Textile and Apparel T~sk Force (the Task Force) within the 
. ,c 

t'nited States Customs Service to coo-rdinate enforcement of -regulations concerning importation under the Textile ~mport 

Program. 

(b) CITA, through its Chairman, - shall, in accordance 

with the provision~ of Executive Order No. 11651, as amende 

provide inforrnatfon and reco::-.:nendations to the Task Force, 

through the Department of the Treasury. on impiementaticn a 

ad.~inistration of the Textile Import Pzogram. 

Cc) The Department of Treasury shall, to the extent 

pra•cticable, inform tl:te Chairman of C:ITA of the progress of 

all investigations concerning textile. imports;· provide nct:i 

to CITA of all requests for rulings on matters that cou1d 

reasonably be expected to affect the .ill'lplernentation of t:he 

l Textile Import Program; and take into consideration any' 

co~~ents on such requests that _CITA, through its Chain:ia.~, 

timely submits. 

r . 
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Sec. 3. This cider supplements, but d~es not supersede 

o= a~end, Executive Order No •• 11651 of March 3, 1972, as 

amended. 

·Sec. 4. This order shall be effective upon its pu~li­

cation in the Feceral Reqister. 

• 

• 

• 
( · 

. . .. .. . -
.. 

·.- ~ . 
THt WHITE HOUSE, 

·• 

:.: , ( 

C, 

-·~ 

.. 

I 
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THE WHITE HOUSE 

WASHINGTON 

June 18, 1984 

TO: JACK SVAHN 

We would appreciate it if your 
office could draft a response to 
the attached letter from Strom 
Thurmond. It concerns the con­
tinuing problem of textile imports. 

Thanks for your help . 

Gcconi 

cc, / B. Oglesby (!) 
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.,I . .. . \~ ... :: l~ 
31...lll I II I. t /tl~1i12.1' . . '."taft J•i,.. 

lt!Je Jre.aillent Jro ltrmpore 
UNITED STATES SENATE 

June 12, 1984 

Mr. James A. Baker, III 
Chief of Staff and Assistant to the President 
The White House 
1600 Pennsylvania Ave, N.W. 
Wahsington, D.C. 20500 

Dear Jim: 

90UTH CAIIOUNA 

I am enclosing a copy of a recent letter to President Reagan, 
which was signed by several of my colleagues, that outlines 
proposed solutions to the textile problem. 

In further reference to my discussion with you after the 
Republican Policy luncheon in the Senate today, I wish to 
remind you of the closing of a J.P. Stevens plant in Great 
Falls, South Carolina and of two other plant closings in 
the same town in the last year. 

With textile imports continuing to increase (textile/apparel 
imports up 49% over the first four months of 1984 compared 
to same period in 1983), steps must be taken to correct this 
situation. I urge that the Administration take immediate 
action to fulfill the President's pledge to tie the rate 
of textile import growth to the rate of market growth. As you 
know, the President made this commitment to me in September of 
1980 during his campaign, and he reaffirmed it on September 
20, 1983 in Columbia, South Carolina at a dinner in my honor 
and on December 16, 1983 during a personal meeting at the 
White House. 

I cannot overemphasize how important this entire issue is 
to South Carolina, the Southeast, and the Nation as a whole. 

Thank you for your attention to this urgent matter. 

With kindest personal regards and best wishes, 

ST/eq 
Enclosure 

Sincerely, 

Strom Thurmond 
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The President 
The White House 
Washington, DC 20500 

Dear Mr. President: 

WASHINGTON , D.C. IIOIIO 

198, APR 27 PH 3· 2t. 
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A rapid and unprecedented surge in textile/apparel import 
growth since the beginning of this year has created an emergency 
that threatens the very survival of the United States domestic 
textile and apparel industry and the jobs of an enormous number 
of textile and apparel workers. 

Textile and apparel imports increased 45% in January and 
February of this year over levels in the same period a yearago. 
This increaserollows the 25% increase in textile and apparel 
import growth in 1983, the biggest single year of imports ever. 
In human terms, the 1983 increase alone represents 140,000 jobs 
lost. Already this year the growth in imports represents 
50,000 textile and apparel workers that could have been employed. 
Total textile and apparel imports now displace some 800,000 
U.S . workers. 

High levels of textile and apparel import growth have 
contributed disproportionately to our trade deficit. The 1983 
trade deficit in textiles and apparel of $10.6 billion accounts 
for 15% of the total record U.S. trade deficit of $69.3 billion 
that year. The textile and apparel trade deficit in two months 
this year is a record $2:6 billion, up 67% over the same period 
a year ago. 

There is every indication that these trends will continue. 
For example, Ambassador Brock reportedly stated recently that 
he expects the textile import surge to continue "for a good part 
of this year." If so, based on the rate of import growth 
already this year, the rate of import growth in 1984 would be 
36% higher than in 1983. 

In view of this emergency situation, we urge you to take 
the following actions: 

1. Freeze textile and apparel imports at 1983 levels to 
correct the balance of trade. Such action is permitted by the 
General Agreement on Tariffs and Trade, and authorized in 
Section 122 of the Trade Act of 1974. Other nations have taken 
similar action: for example, in 1981 the European Community 
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rolled back imports from non-EC countries from 4,079 hill ion 
pounds to 3,191 billion pounds. 

2. Establish a system of import licensing for all textile 
and app a rel imports from all sources. Such action is authorized 
in Section 204 of the Agriculture Act of 1956 and Section 1102 
of the Trade Agreement Act of 1979. This will improve 
enforcement of existing U.S. laws requiring country of origin 
labeling, prohibiting transshipments, and so forth. 

3. Direct the Office of the U.S. Trade Representative 
to begin negotiations to create global import controls for 
textiles and apparel with the major low-wage exporting countries 
and to permit import growth at no greater than domestic market 
growth in keeping with your 1980 pledge to limit the growth of 
textile imports to the growth of the domestic market. 

These actions are the minimum required if our domestic 
textile industry is to survive the onslaught of imports and if 
the declines in U.S. textile and apparel employment are to be 
reversed. We urge you to give them your prompt attention. 

Sincerely, 



.. . . 

ThC' Pres i Jent 
April 9, 1984 
Page ThrC'e 



--Note to 

From: 

Craig 

Tom G.,e. 
Re: Textiles - Broyhill 

Attached is a Treasury/Customs response to a Broyhill letter 
in which he cites a lack of action toward implementing the 
President's Executive Order of the "Textile Import Program 
Implementation." 

The Treasury response offers several examples of progress. 



OFFICE OF THE SECRETARY OF THE TREASURY 

WASHINGTON, O.C. 20220 

July 2, 1984 

MEMORANDUM TO: The Honorable Tom Gibson 
Associate Director 
Office of Cabinet Affairs 
The White House 

SUBJECT: Congressman Broyhill's Letter Regarding Textile 
Imports 

on May 19, 1984, the President signed the Executive Order 
12475 which calls for regulations to ensure more effective 
implementation of our import quotas on textile and apparel 
products. Despite Congressman Broyhill's allegations to the 
contrary, the Customs' Task Force on textiles and Treasury 
officials are working closely with Commerce officials to 
devise the regulations which will improve implementation of 
the textile import regime. 

Agencies are largely in agreement on the major provisions 
of these regulations. To date, Customs officials have drafted 
the regulations which would put this agreement into effect. 
Agencies are now reviewing the draft regulations. It is our ~ 
goal to have the regulations published by late July. We ~ 
believe that this effort reflects rapid progress and complete 
cooperation among agencies in addressing a complicated tech­
nical problem. 

In the fall, Congressman Broyhill expects Congressman 
Dingell to hold hearings on the textile problem and to demand 
to know what the Administration is doing about the problem. 
Our primary response will be the implementation of the Execu­
tive Order. In addition, in response to the problem, and 
prior to the Executive Order, Customs began taking various 
actions to prevent circumvention of the textile quota 
and visa system. For example, to prevent fraud, Customs has 
increased its investigative staff abroad. 

Treasury and Customs recognize the importance of responding 
to the Executive Order and implementing it expeditiously and 
to the fullest extent. You can assure Congressman Broyhill 
that we are committed to providing sufficient resources to 
ensuring that the Congressman's concerns are adequately 
addressed, and evasion of U.S. textile import program is 
prevented. (The attached paper reviews Custom's response to 
the Executive Order and implementation problems.) 

Attachment 

~~~~~-----
Executive Secretary and 

Executive Assistant to the Secretary 



BACKGROUND PAPER 

Customs' actions to implement Executive Order 12475 of 
May 9, 1984, and to prevent circumvention of the U.S. Textile 
Import Program: 

-- COORDINATION WITH CITA 

After the publication of the Executive Order, and in order 
to assure that rules and regulations will be effective by 
September 10, 1984, Customs placed a high priority on the pro­
ject establishing a Task Force in accordance with Section 2a 
of the Order. This ~ask Force is composed of representatives 
from all concerned Custom offices, such as, Trade Operations, 
Inspection and Control, Duty Assessment, Chief Counsel, Rules 
and Regulations, and Investigation and Fraud. Representatives 
from Commerce's Office of Textiles are also members. Starting 
with the policy guidance proposed by the Chairman of the 
Committee for Implementation of the Textile Agreements (CITA), 
the Task Force suggested alternative approaches developed after 
several meetings between Treasury, Customs and Commerce. 
Based on that work, the Task Force .has developed draft regula­
tions. It is Custom's goal to complete the regulation by 
July 9 and Treasury's to publish them as interim regulations 
by late July, well within the Executive Order time frame. 

THE DRAFT REGULATIONS, RULES, AND GUIDANCE TO 
THE FIELD 

The draft regulations will provide stricter and more 
specific guidance and criteria for determining the country of 
origin, and defining substantial transformation. In order 
to assist Customs in these determinations, the regulations will 
require more detailed and specific information from the importer 
on the manufacturing processes used prior to entry. The regu­
lations will prevent further misuse of the quota and visa 
exemptions for imports valued under $250. The misuse of 
foreign trade zones or warehouses to manipulate textiles for 
the purpose of circumventing the import restrictions will be 
prevented. Customs will provide procedural guidance to its 
field offices to increase the testing and sampling of shipments 
to prevent the misrepresentation of the product or the com­
position of its fiber. Classification practices for parts 
of garments and certain man-made fiber yarn will be strength­
ened, and the use of "by-pass" procedures for textile and 
apparel products will be tightened, and coordination between 
CITA and Customs on textile fraud and investigations will be 
increased. 
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OTHER ACTIONS 

customs has increased its emphasis on the prosecution of 
textile fraud by establishing special textile fraud teams 
at the field level. Concurrently, Customs opened a Commercial 
Fraud Investigation Center to coordinate fraud cases. Staffing 
will be increased to assist in the investigation of transship­
ments and other fraudulent activities. 

After a number of counterfeit visas were discovered, 
Customs established a visa verification program for Taiwan. 
The system was initially manual, but has now been automated 
and Customs is planning to add other countries. 

On May 3, 1984, Customs implemented new guidelines to 
assure uniform treatment of luggage entering under import 
quotas. 

In early 1984, Customs implemented a textile visa policy 
for shipments not over $250 to stop importers misuse of this 
option to circumvent the textile visa requirements and to 
avoid the filing of formal entries. 

Importers must now include the textile visa number on the 
entry form for textile enforcement purposes making it easier 
to verify visas. 

Since 1979, Customs has used the automated import quota 
system to enforce and monitor the increasing number of textile 
import quotas by country and commodity; thereby, decreasing 
opportunities for evasion and misrepresentation. 

Treasury and Customs in coordination with CITA will con­
tinue to do everything possible to prevent the circumvention of 
the u.s. Textile Import Program. 
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June 8, 1984 

Honorable James A. Baker, III 
Chief of Staff and Assistant to the President 
The White House 
Washington, O.C. 20500 

Dear Jim: 
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Recently, members of my staff and representatives of the Customs Service~ 
including, among others, Commissioner William von Raab, met to discuss the 
Customs Service 1 s enforcement activitie$ in support of the textile program. 
One of the major topics discussed at these meetings -was the Customs Service's 
efforts to implement an Executive Order entitled "Textile Import Program Imple­
mentation" which was issued by the President on May ~ 1984. 

As you know, the President's Executive Order was designed to augment the 
Customs Service's authority to investigate and prosecute individuals engaged in 
textile fraud and the circumvention of trade laws. To effectuate the directives 
contained in the P;esident's Executive Order, the Customs Service is authorized 
to promulgate rules and regulations in accordance with the policy guidance set 
forth by the Committee for the Implementation of Textile Agreements. Inquiries 
made by my staff reveal that, to date, the Customs Service has taken minimal 
action to promulgate the rules and regulations as provided in the Executive 
Order. 

I find the Customs Service 1 s inaction in an area to which the President has 
assigned such a high priority particularly disconcerting. I plan to continue to 
monitor the Customs Service 1 s progress with regard to the implementation of the 
Executive Order and, if need be, exercise the Energy and Commerce Committee 1 s 
oversight authority to insure that the President 1 s directives are accomplished • 

.. 
For your convenience, I have enclosed my recent correspondence with Com~ 

missioner von Raab and a copy of the President 1 s Executive Order. I will keep 
you informed of the Customs Service's activities this are 

Encs. 

Jame T. Broyhi 
Ranking Minority Member 
Committee on Energy and Commerce 
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Honorable William von Raab 
Commissioner 
United States Customs Service 
1301 Constitution Avenue, N.~. 
Washington, 0.C. 20229 

Dear Commissioner von Raab: 

June 7, 1984 

DI'S,'••~ ,,,.rcc.1 ; 

:na so.n .. •••c-" 
GA-. _,.., C••-- zai 

l'l~J K£-H::2 

ZJA M....,.&.••T !;'tern.~-• · 
Ll,,,o,a . -•" Ca•0<.- Ja&.4 

(7~)75-2&7 

HICl&OltT. No-TN CaatQL.,._ Z.e4 

(7~) JZ-71• 

I appreciate the time you spent with members of my staff on Fri day• 
May 31, 1984, to explain the Custom Service's enforcement activities in support · 
of the textile program. During that meeting, you COl)JDlented upon an Executive 
Order entitled "Textile Import Program Implementation", issued by the President 
on May 9, . 1984. From your comments on that subject, the Committee staff con­
cluded t hat it was your opinion that the President's Executive Order had little, 
if any, effect on the Custom Sei:-vice's enforcement activities in the area of 
textile fraud and circumvention. Such remarks concerning the effectiveness of 
the President's Executive Order uttered by the Chief Enforcement Officer of 
the Customs Service, naturally have caused me a great deal of concern. 

Due to my concerns, on June 5, 1984, members of my staff conferred 
with Alfred De Angelus, Rick Miller, and Robert Schaffer among others at Customs 
to determine the extent of the Customs Service's timely implementation of the 
Executive Order. After this meeting, it appears that a discrepancy exists 
between your initial opinion and the subsequent opinions of your staff with ­
regard to the scope and implementation of the Executive Order. 

To clarify your position on this issue, I am requesting that you 
respond to my inquiries with regard to y~ur implementation and enforcement of 
the directives contained in the Executive Order. Specifically, l would appre­
cia t e your comments on the following subjects: 

1. The Executive Order provides that. with regard to the 
rulings and regulations to implement the textile program. 
the Customs Service act in accordance with the policy 
guidance set forth by the Committee for the Implemen­
tation of Textile Agreements (ClTA). 

A. To date, what discussions have been held with CITA 
on this subject? 

B. Have any rulings and regulations been issued to date. 
and if -not, why not? 
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C. In what manner, and to what extent, have represen­
tatives of the Customs Service participated in the 
activities of this Corranittee? 

2. In your opinion, to- what extent does the Executive Order confer 
upon Customs additional or expanded authority to prevent quota 
circumvention? How will this be accomplished? 

3. When will the Customs Service promulgate the rules and regu­
lations needed to implement the President's manpate contained 
in the Executive Order? Who is responsible for the promulga­
tion of these rules and regulations? Further, articulate the 
reasons, if any, why Customs may anticipate any objections to 
the rules and regulations it must promulgate. 

4. To date, has the Customs Task Force established by the Executive 
Order been selected? If so, who are the members of the Task 
Force, and what actions have they taken? In the alternative~ 
please explain why the Task Force has yet tp meet in formal 
session. 

5. What is the vehicle at Customs for the coordination with CITA 
of the Task Force's actions? 

6. When will the more precise interpretation and applications of 
the rules and regulations covering 11country of origin" as that 
term applies to the textile program be implemented? 

Your prompt response to my inquiries will be greatl appreciated. 
I look forward to hearing from you by the end of ne week. 

Si.nee rely, _,,._, 
(Jll/!4 I• 
ames T.. Broyhi 11 

Ranking Minority Member 
Committee on Energy and Commerce 
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EXECUTIVE ORDER 

- - -
TEXTILE IMPORT PROGRAM IMPLEl-'..ENTATION 

By the ~uthority vested in~~ as ?resident by the - . 
co .• stituticr1 and laws of the United States of A."Tlerica, 

including Sec~ion 204 of the Agricultural Act cf 1956, - as 

a~ended (76 Stat. 10~, 7 u.s.c. 1854), and•section 301 of 
.. 

Title 3 of the United States Code, and in order to prevent 

circu~vention or frustration of multilateral and bilateral 

agree~ents to ~hich the United States is a party and to 
• . 

facilitate efficient and equitable administration .cf the ... -. . .. 
-. - - -

United States Textile I~port Program, it is hereby ordered as 

follows: • . 
Section 1. ( a) In accordance with policy guidance 

p=~yiaed by the Co~~ittee f~r the I~pfementaticn of Textile 

Agree~ents C~ITA), through its Chaim.an, in accordance with 

the provisions of Executive Order No. 11651. as amended, the 

Secretary of the Tre~sury shall issue regulations ~overning 

the entry or ~ithdrawal from ~arehouse for consumption of 

textiles and tex:ti'le products subject to Section 204 of the 

Act. 

(b} Initial regulations pro~ulgated under this section 

shall be promulgated no later than 120 days a£ter the 

eftective date of this order • 
. 

(e} To the extent necessary to implement more 

eff~ctively the Un~ted States textile progra.~ under 

Section 204, such regulations shall include: 

(i) clari!ications in, or revisions to, the country of 

o:fgi; rules for textiles and textile products subject to 
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(ii) provisions governing withdrAwals from a custo~s 

bonded warehouse o! artic!es subject to this Orde~ • 
•. 

tra~sformed, changed or -manipulated in a warehouse after 

importation but" prior to withdrawal f~r cons_ucption: and 

(iii) any other provisions determined to be necessary 

the effective and equitable administration of the Textile 

Import Program. .. 
(d) A..~y such regulations may also include_provisio~s 

ree:uiring importers to provid~ addi tiona'l information and/c 

documentation on ~rticles subject to this•order which are· . . 
determined to be necessary for the ~f£ective enc! ~equitable 

ad.~inistration of the Textile Import Program. 

Sec. 2. (a) The Commissioner of Customs shall esta.bl: 

Textile and Apparel Task Force (the Task Force) within the 
. ' . ( 

t'nited States Custorns Service to coordinate enforce:::,ent of 
-~ 

regulations concerning importation under the Textile I~?or· 

Program. 

(b) CITA, throu9h its Chairman, - shall, in accordance 

with the p:-ovision_s of txecutive 0rde:r No. 11651, as ~end1 

provide info:-r..ati'on and recor:-.. --:-.endations to the Task Force, 

through the De?artrnent of the Treasury, on imple~entation 

ad.~inistration of the Textile Import Program. 

Cc) The Department of Treasu:y shall, to the extent 

r=acticable, inform th-e Chairr.,an of CITA of the progress 0 

all investigations concerning textile iniports; ' provide not 

to CITA of all requests for rulings on matters that could 

reasonably be expected to affect the implementation of the 

{ Textile Import Program; and take into consideration ~ny 

coc..~ents on such requests that CITA, through its Chairr.ian, 

timely sub:":iits. 

r . 
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Sec. 3. This cider supplements, but d~es not supersede 

0 ~ A~end, Executive Order No •• 11651 of MArch 3, 1972. as 

~.,1ended. 

·Sec. 4. This order shall be effective upon its publi­

cation in the Fe~eral Reqister. 

• 

.. 
• 

. . .. -. -
• 

·-· ~ . 
THt WHITE HOUSE, 

·• 

<, 

._ .. 
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