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CoaiMnt loi, 
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The Honorable 
Ambassador Marcelo Raffaelli 
Chairman, Textiles Surveillance Body 
GATT 
Rue De Lausanne 154 
1211 Geneva 

Dear Ambassador Raffaelli: 

This is to inform the 
of agreement between 
China on extension of 
other vegetable fiber 
with paragraph 8 of A 
Government of the Uni 
to inform the Textile 
invoke paragraph 8 of 
respect to imports of 
being notified of thi 
United States in Beij 

Textiles Surveillance Body of the absence 
the Governments of the United States and 
the existing restraint for silk blend and 
sweaters (category 845/846) in accordance 
rticle 3 of the Arrangement. The 
ted States, therefore, has the honor also 
s Surveillance Body of its intention to 
the 1986 Protocol of Extension with 
this product. The Government of China is 
s decision through the Embassy of the 
ing. 

In a letter dated August 12, 1987, in accordance with paragraph 
8 of Article 3 of the Arrangement, the Government of the United 
States proposed extending the existing restraint level for 
category 845/846 for an additional year, with one percent 
growth, i.e., at a level of 1,001,167 dozen. At that time, the 
Government of the United States also informed the Government of 
China that the United States would be pleased to hold 
additional consultations on this matter at a mutually 
convenient time. 

In the absence of agreement on extension of the restraint level 
the Government of the United States is notifying the Government 
of China of its intent to invoke paragraph 8 of the 1986 



The Honorable 
Ambassador Marcelo Raffaelli 
August 21, 1987 
Page Two 

Protocol and to extend the restraint for a further 12-month 
period at the level cited above. In this notification, a copy 
of which is attached, the government of the United States notes 
that it considers this to be an exceptional case in the sense 
of paragraph 2 of Annex B of the Arrangement and has, 
therefore, accorded growth at less than 6%. 

The Government of the United states also reaffirms its 
willingness to hold additional consultations on this matter, 
with a view to reaching a negotiated solution. 

Sincerely, 

Robert E. Shepherd 
Minister Counsellor 

Attachment 
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*FGIN TEXT OF TIPLOMATIC "OTF: 

, THE EMBASSY OF THE UNITE! STATES HAS THE EONOP TO 
REFER TO THE ARRANGEMENT R^G^EING INTE^'A^IOr A* TP^n I»' 
TENUIS, WITH ANNEXES. TONE AT GENEVA ON TECFMEFH ?'?, 
1977, AND EXTENDED BY PROTOCOL? ATOPTFE RESPECTIVELY ON 
PECFNEER 14, 1977, rFCEVEF" ??, J9E1 ^T JULV ?1, 1986 AT 
GENEVA 'TEE ARRANGEMENT). THE EMBASSY ALSO REFERS TO TF? 
FIEIC^ATIC »'CTi OF AUGUST 29. 1986 EP.C* T** GO^mi^NT OF 
THE UNITED STATES TO THF GOVERNMENT OF TFE P*OPT,F'? 
REPUFLIC Oï CHINA REOULSTING CONSULTATIONS ON SVEATEPS OF 
SILv-ELi^rs A*T VEGSTAPLE FÏBFRS OT^EF "n»/" CCTTO*' 
(d^EGCRY 845/E46) ANP TO VARIOUS CONSULTATIONS 0* T«IS 
SUBJECT HILI BETWEEN OUR TWO GOVERNMENTS. 
{ 
TEI EMBASSY FURTHER REFFRS TO TF*" LETTER PATE^ 

AUGUST 12, 1987 FROM THE DEPARTMENT OF STATE "O THE 
EMEASSY OF THE PFOFLE'S REFUPIIC OF CHIN» IM • • « " W e * . 
P.C. IN WHICH THï r-CVEHNMENT OE THE UNITED STATES 

INFCPNEr THE GOVERNMENT OF TE* PFOFIF'S REPUniCOF CHINA 
OF ITS IESIRE TO EXTEND TFF FXTSTING RESTREINT LEVEL TOR 
SWEATERS OE SIL^-PLR'DS AND VEGETAELE EIEFRS OTKE* mHA.N 
COTTON (CATEGOEv e4£/646) FOR AN AFTITIOVAT YE»P »"" A 
LEVEL Oï l,(*ei,167 EOZEN, OP. ONE PERCENT GROVTP OVER THE 
PREVIOUS RESTRAINT. 

AT THAT TIME, THE GOVERNMENT OF TEE UN1TTD STATES 
f'OTTE TEAT IT VAS MAKING THIS FROPCS'L IV C^PFR mO FMSW>* 
THF STILLY ANP ORDERLY DEVELOPMENT OF T'APE A»'F TO AVOID 
T!^PISRUFTIVE EFFECTS OF A SUDDEN INCREASE IN IMPORTS. 
INTFi AESENCE CI A MUTUALLY AGRFEP SCLUIIO" »K? 1" 
A/CORPANCE VITE PARAGRAPH 8 OF ARTICLE 3 OF THE 
K.RANGEMENT, TPE Ĝ V̂ BNM.Fi-'T rF TPF IH'TTEF STATES 
REVESTED CONFIRMAIION TFAT EXTENSION OE TFIS RFSTRATNT 
VAS ACCEPTAELE ^0 THE GOVERNMENT OF THE EEOPLE'S REPUBLIC 
CF CHINA. 

INASMUCH AS THE EXISTING RESTRAINT LEVEL VILL 
EXIIPE CN AUGUST 28, 1987, A*'P T*7? G^VFR^'MENT 0^ TFF 
PEOPLE'S REPUELIC OF CHINA HAS NOT AGREEE TO AN EXTENSION 
CF THIS RESTRAINT, THE GOVFRNME»'T OF TnF UNITED ST*TFS 
FAS TFE HONOR TO UFORM THF GOVERNMENT OE TFF PFOPLF'S 
FEEUELIC 01 CFINA OF ITS INTENT TO INVOKI PARAGRAPH 6 OF 

THF JULY 31, 1986 PROTOCOL OF EXTENSTON TO THE 
ARRA'GFMENT. THIS ACTION IS TTI*'G TA*FN TO ^NS^RF THF 
SIFAn ANE OREEHLY EEVFLOP^ENT OF T^APF ANP TO AVOI^ TFF 
EXACERBATION OE MARKET DISRUPTION VHICH WOULD OCCUR AS A 
RESULT OF hv IMVINE^ lVT M^ASURAPIE INCREASE I»' IMPOPT 
OE THIS pROEUCT ERCM CHINA TO THF UN.ITIT STATES UPON 
EXPIRATION OF THE *XISTH'G RESTRAINT. 



APFP0Î1MAÎELY 121,002! DOZEN Oï THIS PPODTICT FPOM 
CFINA IS CURRENTLY IF EMBARGO IN IFF UFITFD SÎATFS. A*' 
ADDITIONAL 400.000 tOZIN H AI» FNTFRFF INTO THE UNITFP 
STATES, BUT COULD NOT BE CEAFGFD TO Till LIMIT, BECAUSE 
TFî CATIGOEY EAD ALREADY F^PARGOED. THF COMBINATION OF 
THE QUANTITY IN EMBARGO AND THF 400,000 D07FN STILL TO BE 
CHARGED PFFRFS*NÎS APPROXIMATELY FA.TF Cf THF KFV LÏ^IT. 
THIS SHIPPING PATTFRN EAS TTArFRFATFP THF SITUATION 0? 
MARKET DISRUPTION IN THE UNITED STATES FOP. THIS PPODUCT. 
FUPTEERMCPï, IF THE RESTRAIN? LIMIT IS NOT FXTF*'DFD FOP 
THIS CATEGORY, THF IIFRUPTIVF SPIFFING PATTFHKS TPAT EAVF 
BEEN DISPLAYED IN THE FAST API LIFELY TO PiCUR. 

IN ACCORDANCE, THIREFOHE. WITH THE PROVISIONS OF 
PAPAGEAPH 8 OF TBI 1966 PROTOCOL, TE* PFSTEAINT FOR 
CATIGORÏ 845/^46 WILL FF E^TENPFD FOR AN ADDITIONAL YEAR 
WITH ONF PERCENT GROWTH. THE GOVERNMENT OF THE UNITED 
STATIS O? AMFP1CA CCNSlPFRS THIS TO BE »w ^XTEFTIONA T. 

CASE IN THE SENSE OF PARAGPAPH 2 OF ANNEX B OF THE 
, •ERANGEMENT AND HAS THEREFORE ACCORDED GROWTH AT LESS 
.HAN 6 PERCENT. THE EXTENSION OF THE RESTRAINT WILL TAKE 
EFFECT ON AUGUST 29, 1987, AND WILL BE AT A LEVEL OF 
1,001,167 DOZEN. 

A DETAILED FACTUAL STATEMENT OF THE REASONS AND 
JUSTIFICATIONS FOR THIS ACTION, WITH CURRENT SUPPORTING 
DATA, IS APPENDED AT ANNEX A, WHICH IS TO 3E REGARDED AS 
AN INTEGRAI PART OF THIS NOTE. 

THE GOVERNMENT OF THE UNITED STATES REMAINS 
COMMITTED TO A NEGOTIATED SOLUTION TO THE PROBLEM OF 
MARKET DISRUPTION IN CATEGORY 845/846 CAUSED BY IMPORTS 
OF THESE PRODUCTS' FROM CHINA. 

ENCLOSURE: ANNEX A 

ANNEX A 

C BKET STATEMENT 
CATEGORY 845/846 — SILK-BLEND AND 

OTHER VEGETABLE FIBER 
SWEATERS 

SUMMARY AND CONCLUSIONS 

CHINA WAS CALLED ON CATEGORY 845/8,46 — SILK-BLEND AND 
OTHER VEGETABLE FIBER SWEATERS — IN AUGUST 1986. 
FOLLOWING A FAILURE TO REACH A NEGOTIATED SOLUTION TO 
THIS MATTER A RESTRAINT LEVEL OF 991,254 DOZEN WAS 
IMPOSED FOR THE PERIOD AUGUST 29, 1986 THROUGH AUGUST 28, 
1987. CHINA'S IMPORTS REACHED 1,899,780 D07EN VOR THE 
ELEVEN MONTHS ENDING JUNE 1987, EVEN WITH REDUCED MONTHLY 
IMPORT LEVELS FOR THE FOUR MONTHS AFTER CHINA'S GOODS 
WERE EMBARGOED ON FEBRUARY 18, 1987. CHINA'S ELEVEN 
MONTH TOTAL WAS NEARLY DOUBLE THE ANNUAL RESTRAINT LEVEL 
AND ACCOUNTED FOR 19 PERCENT OF TOTAL CATEGORY 845/846 
IMPORTS. IN THE ABSENCE OF RESTRAINTS, INDICATIONS ARE 
THAI THERE WILL ONCE AGAIN BE A SHARP AND SUBSTANTIAL 
INCREASE IN IMPORTS OF CATEOGRY 845/846 SWEATERS. 



IMPORTS OF SILK-BLEND SWEATERS AND SWEATERS OF VEGETABLE 
FIBERS OTHER THAN COTTON HAVE INCREASED DRAMATICALLY IN 
THE LAST TWO TEARS. MOST SILK-BLEND SWEATER IMPORTS APE 
SILK/RATON BLENDS; MOST VEGETABLE FIBER SWEATER IMPORTS 
ARE RAMIE/COTTON BLENDS ALTHOUGH RAMIE/RAYON, 
RAMIE/ACRYLIC, RAMIE/COTTON/RAYON, RAMIE/ACRYLIC/COTTON 
AND LINEN/COTTON BLENDS ARE ALSO BEING IMPORTED. MOST OF 
THE CATEGORY 845/846 IMPORTS FROM CHINA ARE RAMIE/COTTON 
SWEATERS. 

IMPORTS OF SILK-BLEND AND OTHER VEGETABLE FIBER SWEATEES 
COMPETE WITH DOMESTICALLY PRODUCED COTTON AND MAN-MADE 
FIBER SWEATERS. THE U.S. MARKET FOR COTTON AND MAN-MADE 
FIBER SWEATERS, CATEGORY 345/545/546, HAS BEEN DISRUPTED 
BY IMPORTS. THE REMOVAL OF RESTRAINTS AND TPE RESULTING 

^MMINENT AND MEASURABLE INCREASE OF IMPORTS OF SILK BLEND 

AND OTHER VEGETABLE FIBER SWEATERS FROM CHINA WOULD 
EXACERBATE THE MARKET DISRUPTION AND IMPEDE THE STEADY 
AND ORDERLY DEVELOPMENT OF TRADE. 

IMPORT PENETRATION AND MARKET SHARE 

THE RATIO OF IMPORTS TO PRODUCTION IN CATEGORY 
345/645/646, COTTON AND MAN-MADE FIBER SWEATERS, 
INCREASED TO 151 PERCENT IN 1986. THE SHARE OF THIS 
MAPKET HELD BY DOMESTIC MANUFACTURERS DROPPED TO 40 
PERCENT IN 1P86. WHEN 19e6 IMPORTS OF THE DIRECTLY 
COMPETITIVE CATEGORY 845/846 PRODUCTS 

ARE INCLUDED, THE IMPORT TO PRODUCTION RATIO JUMPS TO 272 
PERCENT AND TEE DOMESTIC MANUFACTURERS* SHARE OF THIS 
MARKET FALLS TO 27 PERCENT. 

flti.S. IMPORTS OF CATEGORY 845/846 DURING AUGUST-DECEMBER 
^ 9 8 6 WERE 4,531 THOUSAND DOZEN. DURING THE FIRST HALF OF 
1987 IMPOPTS REACHED 5,353 THOUSAND DOZEN. THE ELEVEN 
MONTH CUMULATIVE TOTAL REACHED 9,884 THOUSAND DOZEN 
REPRESENTING 44 PERCENT OF TOTAL COTTON, MAN-MADE IIEER, 
SILK-BLEND, AND OTHER VEGETABLE FIBER SWEATER IMPORTS. 

DUTY-PAID VALUE AND U.S. PRODUCER PRICE 

APPROXIMATELY 94 PERCENT OF TEE IMPOPTS OF CATEGORY 
845/946 FROM CHINA DURING THE FIRST HALF OF 1987 ENTERED 
UNDEP. TSUSA NUMBER 3P4.5?l7 — SOMEN'S, GIRLS* AND 
INFANTS' KNIT SWEATERS, OF VEGETABLE FI3ER OTHER THAN 
COTTON, EXCLUDING THOSE SWEATERS ASSEMBLED IN HONG KONG 
FROM FNIT-TO-SEAPE COMPONENT PARTS KNITTED ELSEWHERE, NOT 
ORNAMENTED. THESE SWEATERS ENTFPED THE U.S. AT LANDED 
DUTY-PAID VALUES BELOW U.S. PRODUCERS* PRICES FOR 
COMPARABLE SWEATERS. 



— CATEGORY 845/846: 
TABLE I 

U.S. IMPOSTS OF SILK-BLEND AND 1/ 

OTHER VEGETAELE EIBER SWEATEES EROM CHIN* 

- 1 ,000 DOZEN -

— 

FERIOD 

1986 
AUGUST 
SEPTEMBER 
CCTOFER 
NOVEMBER 
DECEMBER 

1987 
{ NUARY 
IiPRUARY 
MARCH 
APRIL 
MAY 
JUNE 

MONTBLY 
CHINA 

86,422 
163,14f 
294,133 
353,296 
267,e58 

302.492 
208,566 
97,141 
34.089 
20,641 
32,776 

CUMULATIVE 
CHINA 

86,422 
269.568 
563,701 
916,797 

1,203,P55 

1.50?,3*7 
1 ,714,933 
1,012,074 
1,P46,163 
1,667,004 
1,899,780 

TOT»L 
VCRLD 

460,193 
1,320,804 
2,329,761 
3,434,012 
4,531,233 

5,799,83° 
6,673,664 
7,276,622 
7.954.7F1 
6,909,370 
9,867.895 

1/ PRIOR TO AUGUST 1, 1986 THERE VERT NO TARIFE 
PROVISIONS THAT BROKE OUT APPAREL CONTAINING 70 PERÇUT 
OR rORi BY WEIGBT SILIT. 

TABLE II 
— CATEGORY 345/645/646: U.S. PRODUCTION. IMPORTS AN! 

IFFORI/PRODUCTICN RATIOS OF fOTTON AND M»N-M»TF 
FIBER SWEATERS 
- 1 ,000 DOZEN -

PERIOE 

£ 12 
1977 
1962 
19P3 
1964 
1965 
1966 

PRODUCTION 

10,314 
10,670-
e,e6e 
9,268 
9,907 
10,619 
9,601 

IMPORTS 

8,238 
9,440 
10,271 
11,614 
12,241 
13,692 
14,497 

I/P RATIO 

79.9 
88.5 
115.9 
125.3 
123.6 
170.P 
151.0 

i9ee 9,601 26,116 1/ 272.0 

1 / INCLUDES AUGUST-DECEMPER 1986 SILT-PLEND AND CT*TR 
VEGETABLE EIBER SWEATER IMPORTS SEASONALLY ADJUSTED A1* 
AN ANNUAL R'ATE. TPIS PETHCD VAS USET TO EXCLUE* DAT» 
COLLECTED PRIOR TO AUGUST 1 , 1 9 c 6 VPEN THERE WERE NO 
TARIEF PROVISIONS THAT BROKE OUT AP?»REL CONTAINING 70 
PERCENT OR MORE PY WEIGHT SILT. 



FERIOD 
—Ĵ  

1972 
3 97? 
1982 
19e2 
1964 
1985 
1 9 8 ^ 
1989 

MARKET 1 / 
- l .eee DOZEN -

16.552 
2 0 , l i e 
19.131 
20.882 
22,14e 
24,511 
24,099 
35,717 2 / 

TABLÏ III 
CATEGORY 345/645/646: U.S. *ARKET ANT TC*ISTIC 

MANUFACTURERS' SHARE 

DOMESTIC 
MANUFACTURERS' SHAR* 

- PERCEN*" -

55. e 
53.3 
46.3 
44.4 
44.7 
43.3 
79. R 
?6.9 

1/ MA P. KIT ÏOR DOMISTICALLY PRODUCED AN! IMPORTED COTTON 
ANÎ MAN-MAIï EIEER SWEATERS. 

2/ INCLUDES AUGUST-DECEMBER 1PP6 SILX-PLENP AN? OTH^P 
VïGETAÏLE EIEER SWEATER IMPORTS SEASONALLY ADJUSTED AT 
AN ANNUAL RATE. 

TAPIE IV 
CATEGORY 845/846: DUTY-FAID IMPORTS VALUES 

A M U.S. PRODUCERS' PRICE EOP COMPARA?!* PRODUCTS 
- U.S. DOLLARS PER DOZEN -

ISUSA NC. AND SOURCE VALUE/PRIC? 

384.*531? 
CPIrA 86.31 
U.S^FROPUCER COTTON SVEATER PRICE 240.00 - 248 .?? 
U, , c . PRODUCER MAN-MADE FIBER 
S< MER PRICE 174.00 - 1PP.00 


