GENERAL AGREEMENT ON CONFIDENTIAL

TEX.SB/1383%

TARIFFS AND TRADE | - HEgmeEr L3

Textiles Surveillance Body

ARRANGEMENT REGARDING INTERNATIONAL TRADE IN TEXTILES

Notification under Article 3:8 and
paragraph 8 of the 1986 Protocol

United States/China

Note by the Chairman

Attached is a notification received from the United States of its
intention to invoke paragraph 8 of the 1986 Protocol to extend the
restraint on Category 845/846 (silk blend and other vegetable fibre
sweaters) for the twelve-month period beginning 29 August 1987.
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Ambassador Marcelo Raffaelli

Chairman, Textiles Surveillance Body
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Rue De Lausanne 154
1211 Geneva
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Dear Ambassador Raffaelli:

This is to inform the Textiles Surveillance Body of the absence
of agreement between the Governments of the United States and
China on extension of the existing restraint for silk blend and
other vegetable fiber sweaters (category 845/846) in accordance
with paragraph 8 of Article 3 of the Arrangement. The
Government of the United States, therefore, has the honor also
to inform the Textiles Surveillance Body of its intention to
invoke paragraph 8 of the 1986 Protocol of Extension with
respect to imports of this product. The Government of China is

being notified of this decision through the Embassy of the
. United States in Beijing.

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
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Protocol and to extend the restraint for a further l2-month
period at the level cited above. 1In 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,

22 oyl

Robert E. Shepherd
Minister Counsellor

Attachment
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BFGIN TEXT OF TIPLOMATIC MOT®:

. THF EMBASSY OF THE UNITEL STATES KAS TFE EONOP ™)

REFFR TQ TEE ARRAMGEMENT RTGAWTING INTEPMATIOMAT TPATE Iv
TEYTTLES, WITH ANNFXES, TONE AT GENFVP ON TECFMFFR 20,
1972, AND EXTENDEL BY PROTOCOLS ATOPTFL RESPECTIVFLY ﬂ\
PECFMEFER 14, 1977, TFCEVEFP 22, 1C£1 ANT JULY X3, 10RF AT
GENEVE (TEE ARRANGIVENT). ThF EMPASSY ALSC RFF?RS T0 TF¥
TIFICMATIC *CTE OF AUGUST 29, 1S8€ ¥RC¥ TRT GIVERNMEAT OF
TRF UNITEL STATFS TO THF GOVIRVMFNT OF TFF PWQPTF’S
REPUFLIC OF CHINA REQUESTING CONSULTATIONS ON SWEATERS OF
SILV-BLENLS AMT VEGETAPRIE FIRFRS ATUER TPAN CCTTOM

( 'EGCRY E£45/E4€) AFD TO VARIOUS CONSULTATIONS ON T®IS
SUBJECT, BELI BETWEEN OUR TWO GOVERNMENTS,

TEE EVMFASSY FURTEFR KEFFRS TO TPF LETTFR DATET
AUGUST 12, 1687 FROM THE DEPAP™MENT OF STATE ™0 TEE
EMEASSY OF TPE PFOFLE’S RREFUPLIS COF CEINA TI™ gacHmIMGTCN,
P.C. IN WRICF THE RCVERNMENT OF THE UNITED STATES

~ INFCPMET TRE GOVFREMEMT COF TP® PFOFIF’S RIPURLIC.OF CHINS

OF ITS TESIRF TO EXTEND TFF FYTSTIFMG RESTRAINT IFVEL ¥OR
SWIATFRS OF SILw-PLsnrs ANT VEGETAFLF FIRFRS OTHEP ™HAN
COTTON (CATFGOERY R45/846) TOh AN ATTITIOMRY YEpm BT 8
LEVEL OF 1,PC1, 167 "IOZEN, OR ONE PERCENT CEROVTE ovza TRE
FRFVIOUS RESTRAINT.

A™ TBAT TIME, THE GOVERNMENT OF TEF UNIT¥L STATFS
FOTFT TEAT 1T WAS MAXIMG TPIS FROPCSAL IN COPTFR ™C FVSVRW
TEF STIPTY AND ORDERLY TFVFLCFMENT OF TRATF AMT TO AVOID
@) T ISRUFTIVE EFFECTS OF £ SUIDEN INCREASE IN IVPORTE.,
IN TFE APSENCY CF A MUTUALLIY AGRFEDI SCLUTIOM KT I

'CORDANCE WITE PARAGRAPE 2 OF ARTICLE 3 OF THF

RAVYGEMINT, TPF GAVFRNMFNT OF TP® UNTTFT STATES
REQUESTED CONFIRMATICN TPAT FXTFNSION OF TFIS RTQTRAYNT
wAS FCCEPTARLE ™) THE GOVERNMENT OF THI FEOPLE’S RFPTBLIC
C¥ CHIMNR.

INASMUCH AS TEE EXISTING RFSTRAINT LEVEL VILL
FXTIPF CN AUGUST Z2F, 1987, AMD TFF GRVFRMMEMT OT TOF
PFOPLE’S REPUEBLIC OF CHINA HAS NOT AGREEL TO AN FYTENSION
CF TPRIS RESTRAINT, 6 1TY9E GOVFRMMFMT OF T®F UMITET qwaTvq
FAS TFE FONOF TO Ih’OBP TPF GOVFRNMINT OF TPF PFOPLF’S
PFFUFLIC OF CFINA OF ITS INTENT TO INVOKF PARAGPAPH & OF

TEF JULY 21, 19086 FA0TOCOL OF EXTENSTCN TO TEF
ARFP¥GENMENT, TEIS ACTICKF IS RFING TAVEM T( TNETIPF TER
S1FATY AAT ORTFRIY TFVFLOPMYNT OF TRATF ANDI TO AVOIT™ TFF
FXACERBATION OF MARKET LISRUPTIAN WHICH WOULT OCCUR AS A
BPFSUIT COF &% IMVIMENT &PT MTACURARIE IMCREACE IV IMPOPTS
OF TEIS PROLUCT FRCM CHINE TO THF UNITET STATF¥S TPON
EXTIRETICH CF THEF “XISTING RESTRAINT.




APFROXIMATELY 121,002 DOZEN OF TRIS PRODNCT FROM
CPIFS 18 CUFRRENTLY IM TVERAPGC IN TPY UMITEFD STATFS. AN
PDTITIONEL 40,222 TOZEN BAL FNTFRTT INTO TEF UNITFD
STpTES, BUT COULL NCT BE CEARGFL T0 THE LIMIT, BECRUSE
TFE CATEIGORY EAT ALFFATY FVFLRGOFL, THEY COMEINATION OF
THE CUANTITY IN EMFARGO AND TEE 4¢@,000 TOZFM STILL TO BF
CYARGET PFPRFSTNTS APPRCXIMATYLY PATF CF THF K¥V LIMIT.
TRIS SPIPPING PATTY¥RN BAS FTYACFRFATID TRF SITUATION OF
MAFXET DISRUPTION IN TEE UNITED STATES FOR THIS PPODVCT. '
FURTEFRMCRE, IF THY RFSTRAINT IIMIT IS MCT FYTENLET FOP
TEIS CATY¥GORY, THY TJISRUPTIVF SHIPPINZ PATTFRRS TRAT E/VF
BFEN TISPLAYFD IN TBE PAST ARE LIFELY TO RECUR.

IN ACCORTANCE, THEREFORE, VITH THE PROVISIONS OF
PARACRATH 8 OF TEE 198f PRCTCCOL, TEW PESTRAINT FCR
CATEGORY £45/€4€ ¥ILL FE EVTVADFD FOR AN ATTITICONAI YESR
WITH ON¥ PERCENT GRCWTE. THE GOVERNMENT OF THE UNITED
STATIS O AMFPICA CCMSIDFRS TRIS TO BRE AN FXCEFPTIONAT ‘

CASE IN THE SENSE OF PARAGPAPH 2 OF ANNEX B OF THE

. *‘RRANGEMENT AND HAS THEREFORE ACCORDED GROWTH AT LESS
+HAN 6 PERCENT. THE EXTENSION OF THE RESTRAINT WILL TAKE
EFFECT ON AUGUST 22, 1987, AND WILL BE AT A LEVEL OF
1,001,167 DOZEN.

A DETAILED FACTUAL STATEMENT OF THE REASONS AND
JUSTIFICATIONS FOR TEIS ACTION, WITH CURRENT SUPPORTING
DATA, IS AFPENDED AT ANNEX A, WHICH IS TO BE REGARDED AS
AN INTEGRAL PART OF THIS NOTE.

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

ENCLOSURE: ANNEX A
ANNEX A ‘

RKET STATEMENT

ATEGCRY 845/846 -- SILK-BLEND AND
e OTHER VEGETABLE FIBER
o SWEATERS

SUMMARY AND CONCLUSIONS

CHINA WAS CALLED ON CATEGORY 845/846 —- SILK-BLEND AND
OTHER VEGETABLE FIBER SWEATERS == IN AUGUST 198€.
FCLIOWING A FAILURE TO REACH A NEGOTIATED SOLUTION TC
THIS MATTER A RESTRAINT LEVEL OF 991,254 DOZEN KAS
IMPOSED FOR THE PERIOD AUGUST 28, 1926 THROUGH AUGUST 22,
1987, CHINA'S IMPORTS REACHED 1,899,780 DOZEN FOR THE
ELEVEN MONTHS TNDING JUNE 1987, EVEN WITH RETUCED 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 TCTAL CATEGORY B845/846
IMPORTS. IN THE ABSENCE OF RESTRAINTS, INDICATICNS ARE
THAT THERE WILL ONCE AGAIN BE A SHARP AND SUBSTANTIAL
INCREASE IN IMPORTS OF CATEOGRY B45/846 SWEATERS.

_




IMPORTS OF SILK-BLUND SWEATERS AND SWEATERS OF VEGETABLE
FIBERS OTEER THAN COTTON HAVE INCREASED DRAMATICALLY IN
THE LAST TWO YEARS. MOST SILK-BLENT SWEATER IMPORTS APRE
SILK/RAYON BLENDS; MOST VEGETABLE FIBER SWEATER IMPORTS
ARE RAMIE/COTTON BLENDS ALTHEOUGH RAMIE/RAYON,
RAMIE/ACRYLIC, RAMIE/COTTON/RAYON, RAMIE/ACRYLIC/COTTON
AND LINEN/COTTON BLENDS ARE ALSO BEING IMPORTED. MOST OF

TRE CATEGCRY 845/846 IMPORTS FROM CHINA ARE RAMIE/COTTON
SWEATERS.

IMPCRTS OF SILK-BLEND AND OTHER VEGETABLE FIBER SWEATEPS
CCMPETE WITH DOMESTICALLY PRODUCED COTTON AND MAN-MADE
FIRER SWEATERS. THE U.S. MARKET FOR CGTTON AND MAN-MADE
FIBER SWEATERS, CATEGORY 345/545/546, HAS REEN DISRUPTED
BY IMPORTS. THE REMOVAL OF RESTRAINTS AND TFE RESULTING
MMINENT AND MEASURABLE INCREAST OF IMPORTS OF SILK BLEND

AND OTHER VEGETABLE FIBER SWEATERS FROM CEINA WOULD
EXACERBATE THE MARKET DISRUPTION AND IMPEDE THE STEALY
AND OBDERLIY DEVELCPMENT OF TRADE.

IMPORT PENETRATION AND MARKET SHARE

TEE RATIO OF IMPORTS TO PRODUCTION IN CATEGORY
345/645/546, COTTON AND MAN-MADE FIBER SWEATERS,
INCREASED TO 151 PERCENT IN 1986, THE SHARE OF THIS
MAPKET HELD BY DOMESTIC MANUFACTUFERS DPOPPED TO 42
PERCENT IN 1086. WHEN 1986 IMPORTS OF THE DIRECTLY
CCMPETITIVFE CATEGORY £45/846 PRODUCTS

ARE INCLUDED, THE IMPORT TO PRODUCTION RATIO JUMPS TO 272

PERCENT AND TEE DOMESTIC MANUFACTURERS® SHARE OF TEIS
MAPKET FALLS TO <7 PERCENT.

.S. IMPORTS OF CATEGCRY 845/846 DURING AUSUST-DECEMBER

CRE WERE 4,531 THOUSAND DOZEN. DURING THE FIEST HALF OF
1987 IMPOPRTS REACHED 5,353 THOUSAND DOZEN. THE ELEVEN
MONTH CUMUIATIVE TCTAL RFEACHED 9,884 TEOUSAND DOZEN
REPRESENTING 44 PERCENT OF TOTAL COTTON, MAN-MATE FIEBER,
SI1K-BLFND, AND OTHER VEGETARLE FIBER SWEATER IMPCRTS,

DUTY-PAID VALUE AND U.S. PROTUCER PRICE

APPROXIMATFLY 94 PERCENT OF TEE IMPORTS OF CATEGORY
R45/846 FROM CHINA DUPING THE FIRST HALF OF 1987 ENTERED
UNDEP TSUSA NUMBER 284,5317 —— WOMEN'S, GIRLS® AND
INFANTS® KNIT SWEATERS, OF VEGETABLE FIBER OTHER TEAN
COTTION, EXCLUDING THOSE SWEATERS ASSEMBLET IN HONG XONG
FROM FNIT-TO-SEAPE COMPCNENT PARTS KFNITTED ELSEWHERE, NOT
ORNAMENTED. THESE SWEATERS ENTFRED THE U.S. AT LANDED
DUTY-PAID VALUES BELOW U.S. PRODUCERS® PRICES FOR
COMFAPABLE SWEATERS.




CATEGORY B45/8B4€:

TABLE 1

AVD

- 1,00€¢ NOZEN -

TIV WCOTT

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

OTHER VEGETABLF FIBER SWEATEPS FROM CFIN®

—— MONTELY CUMULATIVE TOTAL
FERIOT CRINA CRINA ¥CRLD
19€€

AUCUST 86,422 86,422 460,193
SEPTF¥MBER 1€2,14F 26¢,.5¢68 1,327,804
CCTOFFR 294,133 €€3, 721 2,329,781
NOVEMEBER 353,296 216,797 3,434,012
DECFMEER 2e7,e58 1,203,855 4,531,223
1087

¢ NUARY 302.492 1.80F,247 5,799,820
FrPRUARY 2ee,tEeb b 714.-99 6,673,664
MARCH 97,141 1,812,074 7,276,622
APRIL Z4,0R9 1.?46.163 7.954 ,7¢f1
MRY 20,€41 1,667,224 g,000,37¢
JUNE 2,776 1,806,780 9,802,885

1/ PRIOR TO AUGUST 1, 1986 TEHFREF ¥FRF NO TARITF

PROVISIONS THAT EROXE OUT APPARFEL CONTAINING 7¢ PFROFENT
OR MORE BY WEIGHT SIL¥.

TAELE 11
CATEGORY 245/645/646: U.S. PROTUCTION, IMPORTS ANT
IMFORT/FROTUCTICN RATIOS CF COTTON AND Mﬂ"-NlPV
FIBER SWEATERS

— -1, per TO7EN -

PERIOL PROTUCTION IMFORTS 1/P RATIO
£ 2 10,214 8,238 70.0
1577 12.€7¢ 9,440 ge. &
1662 g.86¢ 10.271 115.9
1093 a.268 11.€14 125.2
10€4 9,007 12,241 123.6
1065 10.€19 12.£02 170 .8
10€€ 0,621 14,407 181.0
1086 9.601 26.116 1/ 272.0

1/ INCLUDES AUGUST-TECEMPFIR 1986 SILX-FLFND ANT CTPTR
VEGETABLE FIBER SWEATER IMPORTS SFTASONALLY ADJUSTEL AT
AN AMNUAL RATE. TPFIS VETECT ¥WAS USET TC EXCLUL® DATSA
COLIECTED FRIOR TO AUGUST 1, 1€€6 YEEN TEFRE WFRF NO
TARIFF FRCVISIONS THAT BROFE OUT APPAREL CONTAINING 7@
PERCENT OR MORF FY WFWIGRT SILY.



- TAELT 1II
L CATEGORY 345/€45/€4€: U,S. MARKET ANT TCMESTIC
- MANUFACTURFRS® SHART

-- POMFETIC
FERIOT MAEXFT 1/ MANUTACTURFRS’ SEARFW
-L - 1,0¢¢ TOZEN ~- - PERCEN™ -
1€72 18,552 85 .
1077 22,110 : £3,1
1682 10,131 46.3
1982 20,6882 a4 ,4
1084 22,148 44 .7
1685 24,511 43.3
1CEE 24,002 20.8
104 28 017 2/ 26.9

1, VARKET FOR LOMESTICALLY PPODUCED ANT IMPORT™ED COTTON
ENT MAN-MATT FIFFR SWFATERS.

2/ INCLUDES AUGUST-LECEMRIR 10R€ SILX-RLENT ANT OTHFR
VEGFTAFLE FIFFR SWEATER IMPORTS SFASONALLY ADJUSTED AT
AN ANNUAL RATE.

B TARIF IV

-- CATEGORY B45/846: DUTY-FAID IMPORTS VALUES

i AMT U.S. PROTUCERS’ PPICF FOR COMPARARLF® PRODUCTS
-- - U.S5. DOLLARS PEIR TOZFN -

18US# NC. ANT SOURCE VALUF/PRICF
204 2317

CRINS g .31
U.S@FROTUCFR COTTON SWEATFR FRICT 240.0C - 248.00

U.SS PROTUCFR MAN-MADF FIREP
<€ *TFR FRICTF 174,00 - 18F.C0



