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In 1984 the U.S. Customs clamped down on apparel imports due to complaints

made by the U.S. textile industry about import quota abuses. The alleged

abuses were by producers in Asia, Central America, and the Carribean.

BACKGROUND OF PROPOSED LEGISLATIONS:

The 1983 proposed textile protectionist legislation pursued a policy of

broad import-relief of global quotas on textile imports. Commerce Secretary

Malcolm Baldridge, however, contrary to a previous agreement, ,threw his support

for the textile industry·s original demands to impose a new import-licensing

system and to tighten the entry of specific products from Hong Kong, Taiwan,

and South Korea. The 1983 legislation fell through as opponents negotiated

an exemption for smaller low-wage countries from import-tightening and making

temporary holds on imports a matter of discretion. A criticism of the 1983

legislation was that it was biased against Asian textile producers and

favored European and Carribean textile producers. Proponents of the 1983

textile protectionist legislation were two prominent Republican Senators

from textile-producing states: Strom Thurmond of South Carolina and Jesse

Helms of North Carolina.

INTRODUCTION:

Protectionist measures aimed at the textile manufacturing industry have been

and most likely will be acted upon by the lawmakers in Washington, D.C. The

Democratic leadership of the lOOth Congress has identified that the passage

of protectionist legislation will be one of its priorities. Guam and the

other U.s. territories could be negatively impacted by such protectionist

measures as the territories were identified as "fcre tqh" in the 1983 and 1985

proposed textile protectionist legislation. He "f'orelqn" deSignation will

result in Guam receiving less favorable trade treatment than those accorded

to Canada, the European Economic Community or the Carribean nations.
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The CN~lI is currently pursuing legal relief through the Courts arguing that

Headnote 3(a) allows for the admission of substantially transformed articles

from the territories to the U.S. and thus no quota should be placed. The

U.S. Courts of Appeals for the Federal Circuit has held that Head Note 3(a}

perta ins only to tariffs and has nothi n9 to do wi th quotas. ~loreover, the

CURRENT STATUS IN THE REGION:

Currently, Guam's textiles are entering the U.S. through a Hong Kong visa

waiver. This waiver permits 160,000 dozen sweaters made on Guam to enter the U.S.

without counting against Hong Kong's quota. This arrangement is a result of

the Multi-Fiber Agreement of 1974 which were renegotiated during July 1985.

The second major thrust for textile protectionism legislation occurred in 1985.

Congressmen from textile-producing states put together an import-quota bill

that slashed current import levels, especially for major foreign textile

manufacturers such as Hong Kong and South Korea. The 1985 legislation

(H.R. 1562 and S. 680) garnered 283 co-sponsors in the House and 53 in the Senate.

(While the legislation was passed, it was vetoed by the President and Congress

was not able to override the veto). The restrictions contained in the legislation

did not apply to the European Economic Community or Canada. In addition, a

special dispensation was afforded to Mexico, countries eligible for designation

as a beneficiary under the Carribean Basin Initiative and for countries with a

low level of 1984 textile exports to the U.S.

As a result of these complaints, Customs revised its rules to accept under a

country's textile quotas only products wholly made in that country or

"substantia lly transformed" from material imported from elsewhere. As a result,

retailers have become "Creative Narco Polo's", seeking new suppliers in other

countries where apparel exports are just developing and have not been imposed

with quotas.



RECOMMENDED ACTION:

Hawaii is a member of the Pacific Basin Development Council along with Guam,

the Commonwealth of the Northern Mariana Islands and American Samoa. Together,

we should seek to form a coalition with representatives of California and

CONCERNS:

The proposed Textile and Trade Enforcement Act of 1985 would have affected Guam

and the U.S. Territories negatively as they were defined as foreign countries

and, thus, they would have received less favorable' treatment than Canada,

the European Economic Community or beneficiaries of the Carribean Basin

Initiative. The Pacific Territories should not be classified as major exporting

countries however, due to their low levels of textile exports into the U.S.

As a result, Guam's low-level of imports do not make Guam, or the Pacific

territories, a threat to the U.S. textile industry.

Hawaii faces a similar situation with textile protectionism legislation as its

apparel industry depends on imported textiles from the Orient. The unique print

that Hawaii uses in its islandwear apparel industry is not sufficiently

available from domestic textile mills.

Court has held that Congress gave to the Executive Branch the right to

establish quotas. As a result of the Court's decision, CNMI is appealing to

the Supreme Court. The CNMI has, through its attorneys, requested Guam to join

in the suit. It is likely that CNMI will approach Guam on this subject and

request our active support. Based upon the legal briefs and the Court's

opinion which were provided to Guam, it appears that this is not the best

avenue to pursue in order for Guam to obtain relief.



Washington (states which appear to be sympathetic) and approach the pro­

protectionist supporters, specifically those representatives of textile-producing

states such as North Carolina, South Carolina, and Georgia, to persuade their

support to exclude Guam and the U.S. territories from their protectionist measures

by considering the territories "domestic" rather than "foreign" in trade

relations with the U.S.



Source: Pacific Oaily News February 18,1987

Note: While this article does not directly relate to textile
protectionary legislation, it does give a good sense of
what Congress's attitude is toward protectionary legislation
in general.
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dIfferent character, nacre or usage than any of the foreign materials or

requIres that the product be a dIfferent and distInct Item of commerce, with a

created In Guam; the second, the "substantial transformation" criterIon,

specIfied mInImum portion of the final market value of a product must have been

the flrst, the "value-added" criterion, requlres that aforeign content:

There are two major crlterla for Hn3(a) qual Iflcat Ion for goods produced with

Guam Into the more complex conditIons of the preference.

nations for processing and/or assembly before shipment. This practices has led

U.S ....Guam has hIstorically Imported materials and component parts from foreign

rarely applIes to Guam. Rather -then shipping Its o.-m primary products to the

locatIon and vIrtual lack of prImary resources, this simplest approach to Hn3(a)

strIctly from materIals origInatIng In the U.S. and/or Its possessions can enter.,
the U.S. with no tariff charged. Unfortunately} because of Its geographIc

posseSSions, or the UnIted States. In other words, anything produced In Guam

produced wholly fran the gro.·.rthor products of Guam...the other Insular

articles whIch are wholly the grONth or product of Guam, or manufactured or

In Its slrrplest t.erms, Headnote 3(a) (Hn3(a)) a llovs duty-free entry of all

Guam qualIfies for this preference.

possessions. Being a U.S. flag territory outsIde of U.S. Customs' jurisdictIon,

wI thdrawal fran warehouse) of goods that qualify as beIng produced In these....

possessions, provIdIng duty-free en:t~y Into the U.S. Custcms Terr ltorv (or

the general condItIons of a trade preference accorded by the U.S. to Its Insular

General Headnote 3Ca) of the TarIff Schedules of the UnIted States sets forth

BRIEFING PAPER: HEADNOTE 3(a)



The substant Ial transformatIon cl"'lterlon Is considerably ITOrevague, and many

InterpretatIons of this tenm seem to defy logIc. OrIginally, products that were

classIfIed under a dIfferent category In the TarIff Schedules than their

respective Inputs met this requirement; ITOrerecently, the U.S. Customs ServIce

percentage, the most corrronly us"E!dIs based upon the dl fference between the

landed cost (excluding tariffs, taxes and other fees, but, Including

transportation) of foreign Inputs and the F.O.B.-Guam price of the fInIshed

product. For purposes of clarification, the F.O.B.-Guam price of the watches

shipped by Tlmewlse, Ltd. must be at least thirty percent higher than the landed

cost of the Imported watch casings, movements and other parts to qualIfy under

Hn3(a)i the sweaters shipped by Sigallo-Pac, Ltd. would have to have at least

fIfty percent of their F.O.B.-Guamvalue created here. This value may Include

administrative costs and profit.

liquid petro- and natural fuels, and lubricants derIved fran

AI though there are several methods of corout Ing thl s val ue-added

gaseous and

pet roIeun) •

To meet the value-added criterion, goods rrust have a mlnlrrun of thirty (0)

percent of the Ir market va Iue created on GuClT1,except for a spec Ifled set of

goods that In.Jst have fifty (50) Percent thus created. This specified set Is

coror Ised or: text I I e and appare 1 art I c 1es whI ch are subj ect to text 11 e

agreements; footwear; handbags; luggage; flat goods; work gloves; leather

wearIng apparel; prepared or preserved tuna, In airtight containers not over

fifteen (15) pounds each; and, petroleum and petroleum products provided for In

part 10 of Schedule '+ of the Tariff Schedules of the U.S. (crude petroleum,

components used In Its production. These two criteria seem simple enough, but

have become complicated In their regulatory Interpretations.



•

Originally, Hn3(a) was a boon to manufacturing on Guam, stimulatIng off-Island

Investment In several manufacturing Industries, most notably watches and

text lles, In the early 1970s, manufacturing output was higher In real value

(adjusted for Inflation) than It Is today. Several events have led to Its

decline. FIrst, a minor scandal over the source of sore watch movements

(communist nations) eventually led to restrictive quotas being applied to watch

shipments (2 mIllion units from Guam). This reportedly led to the closure of

several watch manufacturing facilitIes here. (Note: the applIcatIon of quotas

to the Territory Is of questIonable legality, but thIs one Is, nevertheless, In

force.) Then, due to changes In the world economIc envlronrent, Including

InternatIonal currency exchange rates, several textile plants closed. Most

Finally, to QualIfy for duty-free entry under Hn3(a), the goods ITlJstbe shipped

directly fran Guam to the U.S•.lICustans Territory (mere transshlpnent In a

foreIgn port does not dIsqualify Items from eligibility, though).

has Imposed standards based more upon the actual economic activIties performed

In the productIon process. Simple assembly of component parts wIll usually no

longer meet Hn3(a) requIrements; some true transfonmatlon of the Imported Inputs

must occur durIng manufacture. Generally, though, components for a product must

be Imported In different shipments, by different carriers, and not as

"broken-doen" entities, to qualify. These lrroorts rrust be clearly docunented,

and a "Certificate of Or lqln" (U.S. Custans Fonn 3229) rrust be Issued by the

Cust0m5 and Quarantine DivisIon of the Guam Department of Commerce to accompany

the shipment Into the U.S. ThIs Certificate of OrIgIn documents the

determinatIon here (whIch Is non-bindIng upon U.S. Custans) that substantIal

transfonnatlon has occurred.



•

a beneficIary of the U.S. Generalized System of Preferences (GSP), because,

since 1974, the requisite PresidentIal ExecutIve Order was never prepared or

Department of Ccmrerce fran 1975 to 1985, Guan ls not noN, nor has It ever been,.
and the other Pacific Terrltorlesj 2) contrary to reports prepared by the Guam

some nations In South America and the CarIbbean Basin then are extended to Guam

u.s. to textile manufacturers In Canada, the European Economic Community, and

Two final notes of Interest: 1) more advantageous benefIts are extended by the

should not be cast away lightly.

not mean that It has no value and should be tenmlnated. It Is a benefit that

Whereas Guam does not take much advantage of the program at present, that does

Hn 3(a) benefits make that marginal dIfference In the locatIon decision.

are the major factors dissuading flnms from locating here, but In some Instances

course, 'the high costs of land, lebor, ~~er, water and transportation on Guam

Induces foreIgn flnns to Invest and locate manufacturing facilities here. Of

opportunIty: Hn3(a) holds the prospect of making the small dIfference that

The major benefit that the Island's econcmy derives frcm the program. Is an

but still Important, at approximately one (1) percent of Gross Island Product.

The economIc benefits that Guam now realizes under Hn3(a) are relatively slight,

against Hong Kong's quota.

"Waiver of VIsa", rreanlngthat the 161,600 dozen annual allotment does not count

Country of OrIgin; they enter wIth Hong Kong as the Country of OrIgin, under a

longer enter u.s. Custcms Territory under Hn3(a), or even with Guam as the

remainIng textile finn. The ultImate remedy was that Slgallo-Pac's sweaters no

transformatlcn" In the textile Industry threatened closure of Guam"s one

recent 1y, a change In the Interpretat Ions of what const Itutes "swstant Ial



.j

signed. Headnote 3(a), then Is the only trade preference extended to Guam by

the United States.



BrIefing Paper prepared for the Governor vIa the Bureau of Planning, January 16,
1987.

SUPPORTING DOCUMENTS:

1) Request that the Hn 3(a) benefIts be continued and the attendant
restrictions relaxed.

2) Request that the Govennment of Guam and other Interested parties be
notIfied of and given the opportunIty to comment on any and all proposed
changes in the program/ well in advance of the proposed implementatIon date
of any change. .

3) If Hn 3(a) Is to be discontinued, request that the necessary Presidential
Executive Order be prepared and sIgned to extend the benefits of the U.S.
Generalized System of Preferences (GSP) to Guam and the other Insular
possessions. (Note: The U.S. GSP Is neither extended to Guam nor as
beneficIal In terms of tarIff treatment as Hn 3(a)).

RECOMMENDED ACTION:

It has been reported that there Is a rroverrent underway In Wash Ington to
discontinue the preferences extended under Hn 3(a). Whereas the program is only
of sllqht,concrete benefIt to Guam today, It does serve to attract potential
Investors to the Island, allowing more concentrated and better tailored
prorrotIona 1 efforts than 1 1mIted resources would a 11ow us to expend elsewhere;
It "gets our foot In the door" • Shou 1d the program be d I scont I nued, our
promotional efforts would be more expensIve and/or loss effective, reducIng the
amount of Investment that can be attracted to the Island.

CONCERNS /ISSUES:

Only one fInn on Guam, at present, Is makIng use of Hn 3(a), so that Its current
benefIts to the Island are relatIvely slIght. The expanded restrictions, over
the years, have led to the closure of several plants here that ceased meeting
the requirements of the system as those requIrements changed.

CURRENT STATUS:

General Headnote 3(a) (hereafter / Hn 3(a)) extends certain trade preferences
(I.e., duty-free entry and withdrawal from warehouse) to goods produced In the
United States' Insular possesslons, IncludIng Guam. lot/hllequite beneficial to
manufacturing here In the early 1970s, change,s In regulat Ions and
Interpretations have since restricted the types of manufacturIng processes that
meet the requirements of the program. Many flnns from the Asian PacifIc Rim,
though, stIll express an Interest in locatIng on Guam In order to take advantage
of the benefIts of Hn 3(a).

SUMMARY/BACKGROUND:

General Headnote 3(a) of the TarIff Schedules of the UnIted States.

PROJECT:

DEPARTMENT OF CCt-1MERCE
BRIEFING SERIES 1987

DATE 1130/87



2) If unsuccessful In negotIating an Increase, renew the agreement wIth the
U.S. Trade RepresentatIve, IncludIng the one percentum Increase In
quantIty, so that SIga110 can maintain Its sweater operatIons.

1) Negotiate with the U.S. Trade Representative, Clayton Yeutter, for an
Increase In the waiver of visa quantity to at least 200,000 dozen sweaters
annually, but preferably to 500,000 dozen so that new flnns can locate on
Guan.

RECOMMENDED ACTION:

lfTl)edlngtextile exports to the U.S. fran Guam adversely affects erIllloyment
here, but even more IfTl)Ortantlyhas caused several prospective flnns durIng the
past twO years to withdraw their plans for locating here.

It Is unlawful for the U.S. to apply quotas to products of the Insular
possessions. Although the waiver of vIsa Is not a quota per se, It has exactly
the same effect. The only reason that Slgallo's sweaters are not products of
Guam 15 that there was an untenable change In the country of orIgIn substantial
transfonmatlon criterion In 1984.

CONCERNS/ISSUES:

SIgal10 Pac, Ltd. has recent 1y expanded, and 15 producIng other types of
clothing that meet the Headnote 3(a) requirements, but Is coming very close to
Its limit on sweaters. Clayton Yeutter Is now U.S. Trade Representative. The
Waiver of Visa needs to be renewed, but the original agreement allowed not only
the MultlFlbre Agreement escalation, but a negotiated Increase as well.

CURRENT STATUS:

In the wake of changes In the "substantial transfonnation" criterion under
Genera 1 Headnote 3(a) of the Tartff Schedu1 es of the Unlted States, as It
relates to textile products, In 1984, Sigallo Pac, Ltd. was granted a concession
by then-U.S. Trade Representative Will lam Brock to allow SIga110 to ship 160,000
dozen sweaters Into the U.S. annually under a "Waiver of Visa". Under this
waiver, the sweaters enter the U.S. Custans Territory wit.h a Hongkcng "country
of or lq ln", but do not apply against the quota lrroosed on Hong Kong. The
agreement between Mr. Brock and the Governnent of Guam prov Ided for an
escalat.ion of t.he waiver quantity under the Satre tenns as In the Mult.IFlbre
Agreement, which at that time was four percentum annually. This has since been
reduced to one percentum.

SUMMARY/BACKGROUND:

Quotas applied to the Guam Textile Industry.

PROJECT:

OEPAATMENT OF CO'-MERCE
BRiEFING SERIES 1987

DATE 1/30/87



THEREFORE, B£ IT RESOLVED by the Board of
Directors of the Pacific Basin Development Council
that the Governors of the A.erican Pacific Islands are
strongly opposed to the passage of either H.R. 1562 or
S. 680 or any le9ialative effort which atteapts to
define A.erican territories aa £ore~gn countries and
exclude the. fro•• e.bership in the A.erican fa_ily_
and

WHEREAS, it is basic to such a relationship that
the A.erican territories be able to trade freely with
Aaeric:an states,

WHEREAS, the people of the United States
territories located in the Pacific are aeabers of the
A.erican fa.ily, and

WHEREAS, the people of Cuaa are u.s. Citizens,
the people of the Northern Mariana Islands are interi.
U.S. citizens, and the people of A.erican Sa_04 are
U.S. nationals, and

WHEREAS, the gar.ent industry 1n the Territorie.
of Gua. and the Northern Mariana Islands provides the
people of the territories with e.ploy.ent
opportunities and the governaents with significant
revenuea, and

~HEREAS~ the proposed quotas will prevent any
growth of the gcraent industry in the Territories of
Gua. and the Northern Mariana Islands and will prevent
the foundation of any such industry in the Territory
of A.erican Sa.oa, and

WHEREAS, gar.ent and apparel products of the
United States Pacific territories will be pl~ced under
quotas cs the products of fore~9n countries, and

~HEREAS, H.R.1562 and 5.680, known as the Textile
and Trade Enforce~ent Act of 1985, place the
territor~es of the United States within the dafin~tion
of "foreign countries'·, and

TEXTILE and TRADE ENFORCEMENT ACT OF 1985

RESOLUTION

Pacific Basin Deve!opment Council
Suite 325 0567 South ~ Street 0HoaoIuJu.Hawaii 96813

TeJepboDe(808) 523-9325oTela 743-0668

:...- Pi=draP. TnlDria
_Ldlofrlw
rrdwna MANI'I4 blanh
:t:uy

uonorA.P. LuaU
riazaSo~
Pn!sident

:rnar Rlc::r.rdaJ. Bordall.o
1ft

idclIlc



~~-KnRGE1R~~
Treaaurer and

Governor of Hawaii

Secretary and
Governor of t.he

K. Mariana Ialand.

_f2-e- -~)(_/
A. P. LtA~

Vice Preaident and
Governor of A.arican

Carol n K. Iaa.ura
Director of Planning

and Progra.a

Data o£ Approval

August 23. 1985

BE IT FURTHER RESOL.VED that certified copies of thia~
resolution be transftitted to the ae.bers of the
Congressional com.itteea which ara now or ~ay later
undertake the review of thesa legislative billa.

RESOL.UTION
August 23. 1985
Page 2



and

snd
top
and
and

WHEREAS. the quality of prints. the colors. and
the prices and spec1al screened fabrics used in the
Hawaiian gar~ent trade are ava1lable £ro~ only a few
domestic mills and are not produced 1n su££ic~ent
quantities for the Hawaii industry. and

WHEREAS, only 13 percent of the dollar value of
Hewe1i textile imports would not be affected by the
proposed legislation 81nce restrict10ns under the
measure would apply to exporting countries other than
Canada, the Caribbean region. and European Econom1c
Community member states, and

WHEREAS. as much as 64 percent of the materlals
used by Hawaii's manufacturers come from fore~gn
countries. either d1rectly or 1nd~rectly through
domestic fabric houses. and

WHEREAS, the Hawall garment industry, from its
very beginning. haa depended on imported textiles.
and

WHEREAS, the gar.ent lndustry 1n Hawsll conslsts
o£ 138 establishments employing 2.S50 workers. and

~HEREAS. H.R.1S62 and S.680. known as the
Textile and Trade Enforcement Act 0% 1985. will
reduce the total a~ount of 1mpor~ed text11es needed
to mainta1n production in HCWC11'S apparel industry.
and

TEXTILE and TRADE ENr:-ORCEMENT'ACT OF 1985

F<ESOLUTION

JP>acific&sin 1Ileve!opment Council
Suite 325 0S67 South KiqStreet0 Honolulu. Hawaii968t3

Telephone (808) 523-9325 0Telex 743.0668

emor GearweR.Aliye-bi

emor Pedro P. Tenorio
m.cmO&lftlllh of u..e
~ MIlMnG IsLandJI
eOIT

emor A.P. LutaU
mlln SCUNlG

Prnidenc

ern or Rlc:ardoJ. Bard.no
m
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WHEREAS. "Island wear" has developed
flourished with Hawaiian tourism. the state's

~ industry. with visitor expend1tures on clothing" \~CJElVfI!V accessories totaling 5417.8 ",illion an 1983.

",.~ WHEREAS. over 33~ of Hawali's 1983 overnight
"Li "3\~lOnqer visitors were fore1qn residents. end

SEP 121985 ..
GOYft!fors

()FFIC! .



Date o£ Approval

August 23, 198~

BE IT FURTHER RESOLVED that certified copies of this
resolution be transmitted to the members o£ the Congressional
comaitteea which are now or may later undertake the review of
these legialative bills.

BE IT FURTHER RESOLVED that it is unfair and unreasonable to
Single out Asia a8 the causa of the textile deficit and that the
increasing market share of textiles fro~ Asian countries could be
resolved through negotiations without penalizing those segments
of the U.S. garment industry which rely on Asials unique brand of
textiles, and

THEREFORE. BE IT RESOLVED by the Board of Directors of the
Pacific Basin DevelopMent Council that the Governors of the
A~erican Pacific Islands are strongly opposed to the passage of
either H.R.1562 or 5.680, and

WHEREAS, the textile quota bill would impose punitive
actions against Asian nations and other Pacific islands. causing
significant damage snd further adding to the areals political
insecurities by unfairly focusing ita action on one area of the
world.

WHEREAS. the legislation creates s bias aga~nst those
garment manufacturers w1th established connections to, and
dependence on. Asian textile producers and favors those garment
manufacturers buying fro~ Europe and the Cerribeen. and

WHEREAS. the apparel industry in Hawaii' contributes
favorably to the U.S. balance of trade as fore~9n v~s~tors spend
their money end carry <U.S.) Hawaii-made garments home. and

WHEREAS. Hawaii is a si9nif~cant destination for Japanese
v1sitors whose expenditures per day average oyer two and one-helf
times that of westbound (i.e., mainland U.S.) viSitors. and

RESOLUTION
August 23. 1985
Page 2
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June 28. 1985

For the Governors
of

The American Pacific Islands

A Note on Protectionist Leg~slat~onx.18

A. Three Strategies on the Fore~gn Issue
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The ataff of Pacific Baain Developaent Councll wishes to
acknowledge and thank the following people for their help in
reaearching this report: Alice Taber and Nor.a T. Herkes (Hawali
State Library>. 30y Wong and Marrianne Conner <International
Trade Ad.inistration. U.S. Departaent of Co••erce. Honolulu>.
Victor Reneglhan and Patrick Corrigan (U.S. Cuato.. Serviee.
Honolulu>

Thia anely.i. include. an overview of the aaJor provision.
of the propo.ed legialation and ia not ••ant to be a £ull legal
analy.!. of the bill.

Wh.t follow. ia a history of recent textile l.g1alation
(froa which on. can gain an inaight into the .aJor pleyera .nd
draw id.aa concerning building a conaenaua for better treataent
of the Territori••). it. effect on the retail industry. a bri.f
analYSis of the induatry. a review of the current proposal. the
effect that the legi.lation will have on the industries within
the PacifiC Territorie., and an .nalysis of the atrateg1e. we
aight .aploy to g.in a aor. favorable outcoae for our Ialands.
Heering. on the legisl.tion are scheduled £or 3uly lS - the bill
i. currently under review in the Hous. Way. and Meana Co••itte••

The U.S. and .oat aaJor textile producing countrie. are
partie. to the Multi-Fib.r Arrange.ent, the purpoa. of which i.
to .naura the orderly growth of i.porta of textile. and t.xt1l.
product. and to avoid diaruption of the .ark.t. for textil.. and
textile product. in i.porting countriea. While it entered into
force in 1974 and h•• been extended through 3uly 1986. it.
obJectives have not been achieved, largely due to. coabination
of the lack of an enforc••ent a.ch.ni._ .nd. fro. the U.S.'.
point of View. the u.e of fiber. and blenda not covered by the
MFA in the production of textil•• for i_port to tbe U.S. The
r'••triction. of the MFA are atringent and are often cited a. the
"nation'. _oat egregioua prot.ctioni.t ••••ur••"

Recently H.R. 1562. end ita co.panion 1n the Senate. S. 680
havo been introduced into the Congress. Both bills purport to
prevent daaage to U.S. textile and apparel Ranufactu~ara end th.
10•• of Jobs by U.S. worker. and iapleaent the obJective. of the
Kulti-Flbe~ Arrangeaent by requiring the effective enforce.ent of
text!le iaport levela conteaplated by the MFA.

I. INTRODUCTION



On Friday_ Dece.ber 16. the cabinet-level-panel'a noon

B. The Baldrige Plan

The iaaue caae to a ahowdown ahortly be£ore a Dace.ber 6.
1983 administrative deadline for handling the industry petition.
A£ter consultations with Co••erca Undersecretary Lionel Olaer and
a last-.inute appeal by Secretary Baldrige, the industry agreed
to suspend its co.plaint in return £or a broader iaport-relief
progra., in lieu of their i.aediate wish, a syste. o£ global
quotaa on textile i.porta that Co••erce had deterained to be
unrealistic. December 16 wae established as the new deadline.

that would
But in the

political

ad.iniatration's goal was a co.pro.ise
the industry without antagonizing China.
issue waa decided pri.arily for do.estic

The
aatisify
end, the
reasons.

On the other hand. policy .akera were fearful of the
do.eatic political raaificationa - there are 1.8 .illion textile
worker. scattered acroea all 50 states, and in the 1980 ca.paign
candidate Reagan gave personal assurances to the industry that he
would work to protect it fro. iaports. What's aore, two
proainent Republican Senators froa textile-producing states
Stro. Thuraond of South Carolina and Jesse Helas of North
Carolina - were up for reelection. In early December 1983
Senator Thuraond .arched into the White House to layout the
industry's aide.

Nevertheless, at the tiae the petition was presented. the
adainistration felt itself to be in a bind. If the govern.ent
sided with the industry. it would risk worsening the U.S.'a
relations with China - the Chinese had bridled the previous June
when the U.S. was trying to tighten textile-import quotas with
Peking, canceling purchases of U.S. grain and sending Midwestern
far.era into a fren%y. In addition, no one wanted to Jeopardi%e
President Reagan's trip to China acheduled for April.

The current episode begen in the Fell of 1983 when the
A.ericen Textile Manufacturers Institute and the A~erican Apparel
Manufacturers Association filed an Unfair-trade practices
co.plaint against .ainland China, charging unfair subsidies by
China to its textile .akers. Co••erce Depart.ent officials have
never said so publicly. but U.S. investigators reportedly found a
relatively low level of subsidy fro. the Chinese governaent - any
penalty duties would have been symbolic at best. and it was felt
that there would not be any serious reason to fear trade
retaliation.

A. 1983 Industry Co.pleint

II. HISTORY OF RECENT TEXTILE LEGISLATION



Govern.ent officials said that industry lobby~ng on the
iasue was kept to a lIlinimu~. Secretary Baldrige's arguments.
plus the obvious political pressures. they said. were the
deciding factors. Critics suggested that Kr. Baldridge~s
aggressiveness aay have been linked to his bid to Wln support for

The drafters diluted the Baldrige plan by adding two
critical ingredients: first. they exeapted s.eller low-wage
countries. concentrating the import-tightening on larger textile­
producers such as China. Hong Kong. South Korea. and Taiwan.
Then they inserted a crucial "and" to make it lI.oredifficult for
te.porary surges in imports to trigger consideration of
additional quotas. They also .ade any tellporary "hold" on
imports a .atter of discretion, not .andatory_ Previously
deleted were industry proposals for a new import-11censing systea
and other tightening of import quotas. And in the f~nel version
the trigger system itself only set off an !Q~~~~!g~~!Qnof
whether import quotas were needed - it did not automatically
block iaports.

Opponents of the Baldrige plen pressed to keep the final
proposal by an ostensibly free-trade adainistration fro. going
too far to protect an industry that critics insisted didn't see.
to need the help. Textile makers. already one of the most
protected sectors of the U.S. econo.y. were in a relative booa
period. Do.estic textile production was up over 20~ in 1983 froa
the preceeding year and .ills were hu.aing along at aore than 91~
o£ capacity_ Imports were up 23~ over the saae period. but
experts say the increeses caae aainly fro. the continued high
value of the dollar. which makes foreign goods aore attractive
and U.S. exports less co.petitive.

Under the Baldrige plan. the governnent would have agreed to
set up a new syste. for automatically "triggering" both a
teaporary hold on Third World textile inports end negotiations
toward new restrictions. The industry elso wanted the
administration to i.poae e new iaport-licensing systea. and it
wanted another aaJor tightening on specific products fro. Hong
Kong. TaiWan. and South Korea.

A~ the last Rinute. opponents Renaged to soften parts of the
Baldrige plan. but by early evening. the White Hause had
announced e series of trade-tightening aeasures that went fer
beyond what even the industry had thought possible.

neeting (on textile iaports) w1th the Pres1dent was expected to
be routine. Just the night before panel members thought they had
egreed to reco••end that the President reJect the U.S. textile
industry's demands for more protection in favor of a milder
import-relief program. But during the luncheon Com.erce
Secretary Malcol~ Baldrige pulled e surprise. Jettisoning the
cabinet group's plan and aggressively pressing the industry's
original de~ands. Mr. Reagan was swayed. outflenked cabinet
officers sputtered their protests. and the luncheon gave way to a
rapid-fire drafting session.



u.S. clothing aanufacturers had complained that so.e big

And indeed they were. In August 1984 the U.S. Customs
Service tightened the rules on apparel iDporta after the U.S.
textile industry complained about the abuse of i.port quotas.
The regulations were an attack on producers in Asia. Central
A~erica, and the Carribbean who ship to the U.S. clothing
aasembled froa parts aade in countr1es that had filled their own
U.S. quotas. The National Retail Merchants Association, WhlCh
represents .ost of the .aJor U.S. department and chain stores,
COMplained about the suddenness of the change and the short
notice for coapliance, and the AMerican Association of EXporters
and I.porters argued that alot of investors who relied on their
beat understanding of the law in .aking bUsiness decisions would
be hurt.

Free-trade proponents were not aoli£ied by the last-.inute
softening of the Baldrige plan: with the systeftin effect it can
easily be expanded. And although U.S. textile Makers won aore
than they expected, they certainly didn't get everything they
asked for. Said a senior adftinistrationpolicy Maker at the
tiae, "You can bet they'll be back again."

C. The August 1984 Transshipping Regulations

Meanwhile, White House political lieutenants were especially
loath to anger the industry at the start of a presidential
election ca.paign year. And political groups on the other side
of the issue - such as i.porters and retailers - si.ply don't
have much power. With such sympathetic ears inside, it was easy
for Senator Thuraond and other politicians from textile-producing
states to lay clai~ to further concessions as an extension of the
president's 1980 ca.paign pro.ise.

In any event, President Reagan decided in March 19S5 not to
ask Congress to create a Depart.ent of International Trade and
Industry. AdAinlstration officials said the President reJected
the proposal 1n view of near-unaniaous opposition within the
cabinet and di. prospects for passage by Congress, which shelved
a aiallar plan in 1984. Some officials believed that the
President was leaning toward reviving the proposal this year, but
its fortunes apparently turned after Secretary of State George
Shultz strongly protested the plan. Opponents argued that a new
depart.ent would be More likely to push for protectionist
.easures.

a new DepartDent of International Trade and Industry, a pet
Baldrige proposal. The Secretary had been trying to convince
business groups for .ontha that they would fare better 1f foraer
U.S. Trade Representative B111 Brock's office was folded into a
new Co••erce-based departftentof trade. But Baldrige assoclates
argued with some conviction that the Secretary genuinely believed
the industry had a case when it clal.ed the existing quota syste.
wasn't working well. Even other cabinet ftembers agreed the
procedures could be tightened.



Retailer~ complained that what they call the 90vern~enta
erratic enforce.ent of import restrictions has disrupted the way
they do business. The Reta1l Industry Trade Action Coalition. a
newly-for~ed trade group for.ed to fight i.port restrictions,
asserted that the costs associated with the whole syatea of
i.port curbs could add as auch as 54.4 billion to U.S. shoppers'
clothing bill in 1984. The trade group and a nuaber of U.S.
retailers and trade associations filed suit in the U.S. Court of
International Trade seeking to stop the federal government fro.
enforcing the rules that bar countries fro. shipping to the U.S.
under their own quotas apparel assembled fro. pieces .ade
elsewhere. They asserted in their petition that the Federal
governMent exceeded its authority by announcing the rulea
"without afiording any opportunity for public co••ent." The
Custoas Service didn~t hold public hearings before announcing the

The crackdown on textile i~ports has run afoul of U.S.
retailers, who watch with dismay as federal authorities embargo
i.ported goods that the stores have co~e to depend on so heavily.
In a typical example, K .art Corporation ordered a S912,OOO
ship.ent of Shetland-wool sweaters fro. China in 1982. The
sweaters were subJect to a 1983 i.port quota, and before they
reached port in the U.S. the quota had been filled. Federal
officials eabargoed the men's pullovers and K .art had to wait
until the eabargo was lifted before the garaents could be sold.
The coapany was stuck with thousands of dozens of out-of-style
sweaters on which it recovered only sixty cents on the dollar.
They never antiCipated having to wait aore than two years before
the garaents would appear in the big chain's retail outlets. Now
gar.ents are ordered a full year before they're to be sold, to
ensure that they will enter the country before quotas are filled.
The new system interJects a considerable amount of risk into
purchasing decisions, since retailers now have to predict what
the economy is going to be like 12 aonths later. Additionally.
the costs of advance buying are onerous for large-voluae
retailers. since the inventory, purchased with borrowed funds,
s~ts idly for long periods of tiae.

EFFECT ON THE RETAIL INDUSTRY - CREATIVE MARCO POLO'SIII.

Under the new rules the Custo~s Service would accept under a
country's textile quota only products wholly ~ade in that country
or "substantially trans£or~edH fro~ aaterial iaported froa
elsewhere. Ineligible by this definition was clothing that is
si~ply sewn, looped, or linked together froa i.ported seg~ents.
Fro. the October 31 effective date, apparel sh~ppers had to
certify how their goods were .anufactured or processed, the
sources of imported meter1al and the costs involved. It would be
harder for U.S. compan1es to diguise transship.ents.

apparel-producing countr1es wre »transshipping" garDents after
filling their U.S. quotas. This refers to ~aking all the parts
of a gar~ent and sh1pping thea to a country that hasn't filled
its quots for assembly and shipment to the.U.S.



50ae i.porters try to dodge quotas by i.porting gar.ents in
sections. Sport-Jacket sleeves might be shipped into Los
Angeles. while the rest of the coat arrives in New York.
I.porters gamble that the coat parts will be placed in the
"basket category," a aiscellaneous classi£ication without quota
restrictions. However. in an effort to plug a similar loophole,
the Reagan ad.inistration recently changed the "rules of origin"
i.port regulations. Do.estiC apparel manufacturers had argued
that countries like China circu.vented U.S. quota agree.ents by
assembling garments in other nations. Under forMer rules. a
gar.ent cut in Hong Kong, for exa.ple. but assembled in Singapore
would be included under Singapore1s quota. Now. however, the

Particularly vexing to iaporters and retailers is the
practice o£ issuing quota calls without warning. o£ten long after
the apparel is purchased and on its way to the U.S. The i.porter
signs a contract to buy goods. opens a letter of credit and pays
the suppliers. ~hen those goods are suddenly e.bargoed. the
i.porter is left holding the bag with no way to get paid and no
place to sell h~s goods. But government o££icials contend that
quota calls are Just another risk inherent to the importing
business. Faced w1th such risks. retailers are turning not only
to new apparel-exporting countries but also to countries less
frequently hit by quota calls because o£ foreign-policy
considerations.

U.S. of£'icials were quick to apply the new rules. In the
first eight .ontha of 1984 the governaent issued 90 calls.
co.pared with 110 in all of 1983 and only 38 in 1982.

Retailers began their £ar-£lung search early last year when
the Commerce Department stepped up use o£ "quota calls," or
teaporary embargoes o£ i~ports in a category not previously
subJect to trade restraints. Quota calls are issued when the
governMent decides that dOMestic producers are being inJured by a
sudden surge in imports of non-quota merchandise. In the
agree.ent reached on Dece_ber 16 the governaent for the first
ti.. established specific percentages for triggering such calls
on non-quota apparel i~ports. Federal o££icials were thereby
able to hastily eabargo goods whenever a surge in imports
occurred. These e.bargoes, issued without advance notice to
i.porters. usually precede bilateral negotiations ai.ed at
setting foraal quotas on the goods in question.

He~nwhile. hunting £or loopholes in i~port regul~tions h~8
become an industry pastime. Retailers h~ve become. as one puts
it. "cre~tive Marco Polo's," roving the world £or suppliers in
countries like Sri Lanka and Bangladesh where apparel exports ~re
in their in£ancy ~nd haven't been hit with m~ny quotas. "People
have been asking about atolls in the Pacl£lc," said a
spokesperson £or the Aaerican Association o£ Exporters and
I.porters."

rule ch~nges on August 3. 1984.



According to the A.erican Textile Manufacturers Institute,
the industry's cap1tal spending in 1984 was expected to rise 24~
over 1983. to a record Sl.72 billion. Burlington Industries.
with the deepest pockets. budgeted S220 .illion in 1984 to refit
aills with new equip.ent. Springs Industries, the fourth-largest
U.S. producer. expects to spend $210 million by 1987 to scrap
6,600 antiquated shuttle loo~s and. a.ong other things, to

But the moat important change is in the aills' core. the
weaving roo~. where yarn spun froD bales of cotton and aan-.ade
fibers is turned into bolts of cloth. Companies are buying
~~2~~~~~ and gY~22~~n looms. which are three and four tiaes
faster than the American-.ade aachines being Junked. These looas
weave with Jets of air, a technological leap over conventional
loo.s. which weave with wooden shuttles. much as they did a
century ago. So. ironlcally. while the textile industry broke
out a "Cra:!tedwith Pride in the U.S.A" c8~paign similar to the
"Buy American" drives in the steel and auto industries, it also
is retooling its ~ills with :!oreign-~adelOOMS. The president of
the American Textile Manu£acturera Institute explained that
dOMestic looa makers let themselves slip while technological
advances were being made overseas.

Not since the U.S. textile mills'mass migration froa New
England to the South has so much changed for the U.S. textile
manufacturing industry. While the industry is loudly be.oaning
iaports. it also is quietly doing something about its proble.s.
The coapanies are retooling obsolete aills with new high-speed
aschines. weaving more types of fabric faster and with fewer
workers. and targeting production for niches not filled by
iaports. In some .ills. robotic pluckers lift and unpack dusty
cotton bales, coaputers direct the tugs and conveyor belts
feeding aill assembly lines. and defects in weaving yarn are
spotted by electronic eyes and cut out.

A. An Era Of Change

IV. CONDITION OF THE U.S. TEXTILE MANUFACTURING INDUSTRY

Retailers argue that they have little choice but to go
abroad, because some gar~ents - sweaters for exa.ple - aren't
produced domestically in significant quantities. In a number of
instances. they say. the U.S. is protecting aerchandise that
isn~t available in this country. Retailers clai~ that import
restrictions risk shortages of garaents for aiddle- and low­
inco.e shoppers. Quotas are based on units rather than dollar
voluae. and overseas apparel ~akers therefore produce higher­
priced goods to maxim~ze their quota allocations. Even A~erican
aanufacturers do a great deal of i~porting: The American
AssOCiation of Apparel Manufacturers says it members imported 2S~
of their production in 1983.

change that took place October 31 makes the country where work on
a garment begins the country of origin.



The legislation essentially would limit shipments fro. the
20 largest textile-producing countries - the ··aaJor exporting
countries" under the proposed act, ie. those with 1.25~ or aore
of total U.S. textile i_ports - to 1983 levels. It also would
broeden the quotas to cover a wider range of textile and apparel

The textile industry aounted another aaJor caapaign for
tighter restrictions on foreign i.ports in March 1985 when
Congress.en from textile-producing states unveiled a tough
i.port-quota bill that would slash current i.port levels.
particularly for aaJor foreign textile Manufacturers such as
South Korea and Hong Kong_ Although few analysts expected the
proposal to pass. the identical bills have a.assed 283
cosponaors in the House (seven short of the two-thirds maJority
needed to override a PreSidential veto> and 53 in the Senate.
The textile industry has proved unusually successful in previous
years in Winning protect10n fro. foreign coapet1t10n.

V. THE CURRENT LEGISLATIVE PROPOSAL

The new-loom boom is .eking the industry aore productive and
COMpetitive. There is two to three tiDes as Much cloth coming
off one Jet-air 100D, coapared to the older .odel. and one person
can still handle that one 100.. Increased productivity also
brings layoffs and plant closings - soaa of the old Mills can't
be refitted with the new loo.s. The plant closings are
contributing to a lO-year drop in the nu.ber of ai11 Jobs in the
Southeast. Total Jobs in the Southeast .illa dropped to 518.600
in 1983 frOM 674,100 in 1973. according to the Labor DepartMent.
Many of the COMpanies are leaving the .ass production of
cO.Modity fabrics such as print cloth to low-wage foreign Mills
and are targeting their ailla on saaller aarkets such as bed
sheeta and cloth for high-fashion apparel, which are harder for
foreign aills to serve because consuaer tastes change quickly.
The Modern Mill has to be very versatile so that COMpanies can
find niches. fill the.. and Move on after the aarket changes·
again.

The cODpanies have to aodernize to stay in business. Soae
saaller COMpanies will be broken. textile executives predicted,
because they can't afford to replace shuttle looas, bought in the
1960's for about 55.000 apiece. with a 535.000 air-Jet loom or a
550.000 proJectile loom. The industry was slow to .adopt
shuttlelees looas. which becaMe available in the U.S. 20 years
ago. Then imports exploded. forcing the chenge.

B. The New Loo. Booa

install 1.160 Swiss and Japanese air-Jet weaving =achines. In
.any instances the industry is Junking old =achines in lieu 0%
selling the. so that they won't go to a foreign country and co~e
back as competition. Everyone of the new ~achines replaces three
of the old shuttle lOOMS. and about half of the lOOMS operating
in the U.S. will be shuttleleas within the next few years.



Paradoxically, the U.S. Territories are classified as
foreign countries under the proposal and receive less favorable
treatment than Canada. ~e.ber states of the European Econoaic

VI. STATUS OF THE PACIFIC TERRITORIES UNDER THE PROPOSED ACT

The restrictions would not apply to the European Economic
Co~aunity or Canada: special dispensation is afforded to
MeXiCO, countries eligible for designation as a beneficiary under
the President's Carribean Basin Initiative and for countries with
a low level of 1984 textile i_ports. Additionally, if during any
year a country's exports exceed the 1.25% threshold, then that
country will be cons1dered to be a NaJor exporting country for
all succeeding years.

For 1986 and beyond, the quantity of textiles that lI\ay be
i~ported per year is li~ited to the prev10us year's level plus 1~
(for ~aJor exporting countries), and in the case of a~aller
exporting countries, the preV10US year's level plus 6" (for non­
import sensitive items) or. plus 1% (for import sensitive ite~s).

"I.port sensitive" textiles are defined in the act as those
categories of iaports for which the ratio of iaports to do.estic
production equals or exceeds 40.0% for the preceding calendar
year. and any category covering wool products (defined as an
article containing over 17" by weight of wool).

legislation
sensitive"

For smaller textile-producing countries, the
would li~it i.ports for 1985 to 15% (1" for "i.port
ite.s) above their 1984 shipment levels.

For 1985. the forMula contained in the proposed legislation
would limit textiles froll the "maJor exporters" to 101% of the
amount they could have sold in the U.S. had the volUMe they
shipped in 1980 grown by 6% a year (1% for wool products). The
6% and 1% figures are what the industry says the adMinistration
promised would be the upper li.it for import-growth in the past
few years. Actual i.port levels have risen far aore. however.
As a result. analysts say the bill would mean a rollback to 1983
levels for Most large producer countries.

Industry spokes.en say the U.S. textile makers' legislative
ca~paign also is designed to pave the way for a tightening of
textile quotas when the adMinistration begins negotiations to
renew the Multi-Fiber Arrangement. a system of world-wide textile
import quotas that has been in effect since 1974. The
negotiations are scheduled to begin in July.

imports_ reallocate so~e of the existing import share to s~aller
countries (at the expense of South Korea_ Hong Kong_ Taiwan,
Japan, and China)_ and require the govern.ent to set up a special
import-licensing system to police the import limits. Currently,
licenses are not required for any i~port8 into the U.S., textile
or otherwise.



..

The aggregate gy~gt!t~ of U.S. textile iJllportawas not
available, but the aggregate y~!y~ of textile iJllportsfor 1983
was 511.735 billion (see Table 1). Using dollar values in lieu
of quantity values as an estimate. 1.25% of total U.S. i.ports 1n
1983 is 5146,687,500. By co.parison. Gua. iJlportedtextiles into

PreSUMably, all of the PacifiC Territor~es avoid
claSSification as a "maJor exporting country" due to their low
level of textile iJllportsinto the u.S. A "%lsJor exporting
country" ia defined as one "froa which the United States imported
an annual aggregate gY~n~it~(eaphasis added> of textiles and
textile products under all categories that equalled or exceeded
1.25% of all textiles and textile producta under all categor~es
iMported into the U.S. froJIIall countries •••during calender year
1984 •••

A. Foreign Exporting Countries

The U.S. Custoaa Service sent a teaJldown to the Marianas
recently to crosscheck their i_port statistics with the Marienas­
generated statistica, so it Jlaywell be that there is confusion
at the Federal level over exactly what articles are co.ing out of
Saipan and into the U.S. In the event that these nUJlhersare not
available within the U.S. Customs records, so~e have auggested
that for enforceJlent of the proposed act the parties a~ght
either settle on Marianas-generated figures, take the Trust
Territory of the Pacific Islands figures and ~ssuMe that all
textiles listed for the region were exported from the Marianas.
or use the 70,000 dozen figure in the quota exeJlpt~on negotiated
with the Marianas last March.

In researching the textile exports of the A_eriean Flag
Islands into the U.S.• despite an extensive search, no figures
whatsoever were available for the Northern Mariana Islands:
Guaa#s and American Samoa's exports to the U.S. were easily
obtained (A_ariean Se~oa hed no textile iDports during the period
1980 through 1984). It is questionable whether this information
is publicly available at the Federal level in the case of the
Northern Marianas. though certainly the NMI government tracks
this. The Bureau of the Census does not keep figures on the
Marianas (see note 1 to the tables)~ and the Tariff Schedules of
the United States Annotated (1985) (Schedule C-I - Classification
of Country end Territory Designations for U.S. I.port StatistiCS)
luaps the Marianas together with the Caroline and Marshall
Islands under the category, "Trust Territory of the Pacific
Islands" for statistical reporting purposes. (Gua. and Americen
salloaare separately identified in the schedule>.

Community. or countries eligible for designat~on as benefic~aries
of the Carribean Basin Initiative. The Pec~fic Territories are
not eligible for CBI des1gnation~ though the 30% value-added
rule. down fro. the p.revaoue 50" figure, . contained in the CBl
legislation has been administratively applied to them by the U.S.
Custo.s Service (19 CFR Part 10 as printed in the Federal
Register Volume 49~ Number 237. December 7. 1984).



The proposed law devises a global system of quotas - if a
.anufacturer desired to aake an iteA not previously produced his
production would be liaited by the "minill'lumquantities" discussed
below. For instance~ if A.erican SaAoa aanufacturers desired to
produce the same type of .ens and boys wool sweaters as was
produced in GuaA in 1984 (Category 445)~ production would be
liaited to 100.000 square yard equivalents divided by the 14.88
conversion £actor~ or 6~720 dozen sweaters. Growth in the next
year would be lill'litedto 1%. or 7.392 dozen. They could ,produce
other types of wool wesring apparel in addition. but no other
under category 445. The law penalizes those Jurisdictions that
did not have the good fortune to have their textile industry

The act does not li~it any of the .~slands to ~g!~!~
producing text~lea in categor~ea that were produced in 1984. and
aanufacturers on Guam would not be prevented fro. producing other
categories of goods not listed on Table 4: the Table s~aply
takes Gusa's 1~84 produetion and ~axi~izes the levels for 1985.

Table 4 takes the 1984 Guam levels snd co.putes the 1985
li.itations ~2~ ~D~§~!~~!§based on the growth for.ulas in the
proposed act and the reference data in Table 1. Hote 6 to the
Tables expla~ns how the 1985 levels were obtained, and how to
co.pute growth for years after 1985.

Table 3 shows that over 98~ of the 1984 Guam exports would
be classified as ··i.port sensitive" items under the act:
additionally. over 95X of their exports on a value basis ca.e
fro. one category - nu.ber 445. lRensand boys sweaters - which.
as an "i.port sensitive" item. would be limited to growth of 1%
in each year after 1984.

Table 2 lists re£erence data for Guaa necessary to compute
the allowable growth for Guam's future textile exports to the
U.S. in Tables 3 and 4. Again. the figures for the Northern
~arianas were not available and American Sa.oa had no textile
exports to the U.S•• but the Tables have been construeted in such
a .anner that hopefully applicable lnforaation can be substituted
fro. on-island sources for the latter two Jurisdictions - Paci£ic
Basin Develop~ent Council stands ready to assist.

quantities,
other items.

to
of

lilRitedbe 1984 levels plus a growth rate, based on
1X for import sensitive iteas and 15~ for all

An i~port sensitive item is defined as 8 wool
product ~ng ~!~2 a category £or which the ratio of iAports to
do.estic production is greater than or equal to 40X for the
preceeding year.

1985 textile iaports for the Territories under the act would

B. Levels for 1985 And Beyond

the U.S. in 1983 valued at 56.247,784 and 510,476.763 ~n 1984.
So it is safe to assume that neither Guam nor any of the other
U.S. Pac~fic Territories would be classi£ied as a maJor exportlng
country under the proposal for the forseeable future.



The Northern Marianas and also perhaps Guam too. due to the
quota rules discussed below. currently are dividing up their
allotment of sweaters among producers. This act will make that
process aore difficult from an adainistrative standpoint since
the quotas extend to virtually every textile item produced. not
Just the 5 cate90r~es applicable to the islands as enumerated
below.

A few further pOints as they ~ight apply to the islands

The ainiaua quantity li.itetions are not cumulative
production for~l! non-wool wearing apparel does not have to be
less than 700,000 square yard equivalents, but product~on for
~~~b s~t!gg~~of non-wool wearing apparel must be.

then the aggregate quantity of textiles and textile products that
say be entered from such country under such ca~Qgory during the
calendar year is limited to one .111ion, seven hundred thousand,
and one hundred thousand square yard equivalents, respectively.
Growth in the succeeding years would be the same as for all other
exporting countries - 6% for non-sensitive categories and 1~ for
sensitive cate90r~es.

yard
wool

one hundred thousand square
the case of a category covering

than
in

(3) less
equivalents,
products,

(2) less than seven hundred thousand square yard
eqUivalents. in the case of a category covering
apparel. other than wool products apparel: or

(1) less than one .illion square yard equivalents, in
the case of a category covering yarn, fabric, made-ups,
and aiscellaneous products, other than wool products:

Under that section, if the aggregate quantity of textiles and
textile products from a country that may be entered during a
calendar year under ~ category is -

American Sa.oa had no U.S. textile imports in 1984. The
proposed act includes a section on minimu~ quantities which would
be applicable to Samoa or any Jurisdiction that produced any
category in small quantit~es (Gua.'s womens' cotton shirts, for
instence).

Given the growth that the textile industries in Gue~ end the
Northern Mariane Islends have achieved in recent years. it is
important to note that if the~r 1985 ship~ents have already
exceeded the allowable levels, they would be enJoined fro.
further ahip_ents during the 1985 calendar year and any excess
shipments over the allowable levels would be used to reduce their
1986 allowable limits.

alreedy developed by 1984.



The act includes an import licensing scheme that 1s reported
to be the first of its kind. Any textile i.porter. however
small. would be required to obtain a license froD Washin9ton,

IMPORT LICENSING FEATURES OF THE BILLVIII.

The proposed legislation grants the Co ••erce Department
general authority to prescribe regulations governing the entry of
textile products under th~s act. Unfortunately, 1t is not clear
whether the above exemption would still be in force, and
therefore. whether these sweaters would be charged to the quota
limits proposed under the act for Guam and the Northern Marianas
or not. Section 5(a) of the proposed act includes the provision
that the new quota system for the islsnds will be 1napite of any
other proviaion of law. At this p01nt. the method of
integration. if any. of the exemption feature for Guam and the
Northern Marianas into the proposal is unclear.

Effective April 15, 1985. cotton. wool and aan-.ade fiber
sweaters under categories 345. 445. 446. 645 and 646. which are
deter.ined by the U.S. Custo.s Service to be products of foreign
countries or foreign territories. are exported from Guam or the
Northern Marianas, and are certified to have been asse.bled in
Guam or the Northern Marianas. may be imported into the u.S. in
an a.ount not to exceed 160,000 dozen for Gua~ and 70.000 dozen
for the Northern Marianas. I~ports under this procedure will not
be charged to limits established for exports fro. the country of
origin. This exe.ption is effective for sweaters exported fro.
these Pacific Territories during the period Nove.ber 1. 1984
through October 31. 1985. <Federal Register Volume 50. Number
42. March 4. 1985).

THE MARCH 1985 LIMITED TERRITORIAL EXEMPTION
FROM THE IMPORT QUOTA RULES

VII.

The act will interJect a considerable degree of extra r1sk
into textile operations in the islands, as it will for other
Jurisdictions too. Producers ~ay decide on manufacturing a
certain category because it has a low (well under 40~) rate of
i~porta to domestic U.S. production. and thus would not be
classified as i~port sensitive. But the import to domestic
production ratios will be SUbJect to wide fluctuat~ons year-to­
year, since worldwide all producers will be making the dec1s1on
partly on the sa.e criter1a. One would think they would be
extre.ely hesitant to COMmit the capital necessary for eqUipment
and other things should the payback per10d be in excess of one
year.

Any island producer who has already co~~~tted money %or new
lines of te~tiles. or any that is count1ng on %uture growth 1n
his production to payoff his outlays. ~s prob~bly in the hurt
locker already if this passes.



We should consider not only trying to ~ount an ititiative to
treat the American Territories as domestic in this legislation.
but on a larger scale, build a consensus in Congress that the
Territories are domestic producers for all U.S. Customs trade
purposes. What we have now ia a systea that forces the
Territorial governMents and producers into a continuously
reactive role, rather than the proactive stance both they and the
U.S. desire for the Territories in the develop~ent of the island
econo.ies. Wouldn't it be nice if we were allowed to concentrate
on construction rather than on putting out fires?

The words "'do",estic"and ..iDlport..are used with solrteirony
here as circumstances have dictated that the U.S. Territories are
treated as being as foreign 8S Hong Kong or China. The U.S. does
not have a good record in regulation of the Headnote 3(a)
program. Rules have been changed 1n midstream after businesses
have been established and individuals hired: regulation changes
have occurred 1n unusual and accelerated manners, actually going
into effect without benefit of the noraa! co••ent period; and the
sensitivities of those most affected have not been considered.
Effectively, with regards to textile products, the United States
has said, "No rags, no riches".

Unfortunately, in a historical senae, Territorial-based
~anu£acturers have net been able to rely on even-handed treat~ent
by the Federal go~ern.ent with regards to the Headnote 3(a)
program. In her bookp In~Q!!!S~2f!!~~!~2~!~!~ff~!~§,Ruth
Van Cleve wrote that Australian wool processing 1n the 1950' and
wristwatch and textile manufacturing 1n the 1960's were ha.pered
or closed via legislative or adMinistrative blows dealth when the
perceived successes threatened the Hdo.~sticH industry.

Under the U.S. Customs Headnote 3(8) progra~ and the
Carribean In1t~ative LegislatLon, U.S. Territories are encouraged
to establish businesses which are allowed to "iJiPort" into the
U.S. market duty free these products of foreign origin which have
undergone a "substantial transfor~ation" wherein a mini~u~ of 30:,
of the products value has been added on-island. The Headnote
3(a) progra~ was established to encourage Job and business
creation 1n our Terr~tories and to create revenue from local
taxes. Currentlyp there are a nu.ber of textile Manufacturing
operations in the Co~monwealth and in Guam in addition to a Guaa
watch assembly plant. A.erican Sa.oa has current plans to take
advantage of the Headnote 3(a) provisions.

A. THREE STRATEGIES ON THE ~OREIGN ISSUE

IX. STRATEGIES FOR THE TERRITORIES

D.C. There are strong ind~cations that Com~erce is not set-up to
handle th~s sort of thing and that the requirement would be seen
as so burdenso~e as to dissuade s~all. potential i~porters. The
track record at Commerce would not indicate that it has enough
manpower or necessarily the inclination to make a licensing
scheme work efficiently without a long break-in period.



It is virtually a forgone concluSion that some vers~on of
the bill will pass both houses. Interestingly enough, positions
of Hawaii~s four-member congressional delegat~on are split at
this writing_ Senator Daniel Inouye is a co-sponsor ana
supporter of the bill, Senator Spark Matsunaga questions parts of
it but for the .oment is non-committal, Representative Cee He£tel
signed on as a co-sponsor with an eye toward winning support for
sugar, and Representative Daniel Akaka opposes the bill. In
Hawaii, the campaign to block passage already haa won backing
£ro., among others~ the Fashion Guild o£ Hawaii and the Retail
Merchants of Hawaii (an affiliate of the Cha.ber of COMMerce of
Hawaii>. Other groups showing "concern" are the chaaber 1tsel£,

B. POSITIONS OF HAWAII'S CONGRESSIONAL DELEGATION

RECOMMENDATION 3. As a longer-ter. obJective, we
should explore ways in which the Territories can
forever after be treated as domestic producers in a
Manner that. will avoid problems such as this in the
future. The focus of this review should be no aore
narrow in scope than for purposes of the Headnote 3(a)
prOVisions but could also be expanded as the Governor's
see fit to include other "trade" related issues such as
the Jones Act, regulation of air service, and
commercial coverage/assistance by the International
Trade Administration, U.S. Department of Com.erce. It
appears that for SOme purposes it would be in the best
interest of the Territories to be treated as both
fore~gn and domestic. Perhaps negotiations during the
next Oanibus Territorial Act would be a good foru. for
this purpose.

RECOMMENDATION 2. Barring that option, the Territories
should rece~ve treatment similar to the Carribean Basin
countries and therefore be exeapt fro. the "i.port
sensitive categories."

RECOMENDATION 1. The Territories should be treated in
no less a manner than the treat~ent afforded the
European Economic Community and Canada - therefore. an
amend~ent should be drafted which would extend the
general quota exemption now enJoyed by those countries.

In ~h~ ~~~sh!~~ !~§~g2n9~~~~!2Q~1B~S2~Q~ ~h~ Q~~~~b~~
;h~ !~g!§!~~~2D~~~ !n;~2Q~S~g!D~9;n~ ~Q~~~~ ~n~r~~~~ D2
l~§~!f!s~~!QDg!Y~n iQ~ ~h~;r~~~~~n~Qi ;h~ I~~~!;Q~!~~~~
iQ~~!gn-treat~ent of Canada, Mexico, the members of the European
Econo~ic Co••unity, and the islands of the Carribean was fully
discussed - ;h~ I~~t!~Qt!~~~~t~DQ; ~y~n m~D;!Qn~g. While
sources in Washington say that the textile industry perce~ves
i~ports fro~ the Territories as a ~aJor problem, it would appear
that as a matter of policy the industry goes after every
perceived loophole~ in hopes of gaining whatever they can.

-



RECOMMENDATION 4. Each .e.ber of'Hawaii's delegation
should be approached and advised of the inJurious
features in this bill with regards to its current
impact and the deleterious message it sends to those
business persons who would desire to e.brace Headnote
3(a) in the future. While Hawaii's leaders have gone
on record with their pOSitions on the bill, given
Hawaii's history of Federal - Territorial relations,
they are nor.ally sensitive to the needs of' our
islands. and aay be pursuaded to assist us with
recoa.endationa 1. 2, and 3 ~bove.

• Representative Akaka opposes the bill because "the level of
protection included is contrary'to free aarket principles".
Also. the resulting higher prices "would adversely af'fectevery
c~tizen ~n the United States." Furthernore. for Hawaii as an
agrlcultural state, the prospect of'retaliatory Measures can't be
~9nored, he says.

• Senator Matsunaga says his main concern with the bill as
drafted "is that its intended impact is ai.ed at Asia and the
Pacific..... Because as a .eaber of the Senate subcoA.ittee on
international trade he will be hearing testi.ony on the bill, he
is reserving further assessment. he says.

• Representative Heftel is a cosponsor of the House version
but only because of the tremendous a~ount of support the bill has
within the house "and this is not the sort of thing you're going
to stop." Congressmen who support the bill "are to a great
extent the saAe people we have to have for assistance in
developing sugar <price support) legislation." He hopes certain
provisions can be introduced - a .ulti-colored fabric exe.ption,
for exa.ple - to ,.ake the bill less obJectionable to Hawaii
aloha wear aanufacturers.

• Senator Inouye says "I will do whatever I can to .ake
certain that our people <Hawaii manufacturers> aren't hu~t. At
the sa~e tiae I can't close ~y eyes to what is happening to the
whole textile industry in the United States". Regarding the
argu.ent that textile/gar~ent i~port restrictions will invite
retaliatory measures abroad, "We anticipate those people (foreign
nations) to retaliate but we're not supposed to retaliate••••
What we are trying to say is, 'if you want us to open our doors,
open your doors slightly.'"

differing
week in

their
this

Here is how Hawaii's delegation explains
positions on the legislation. as reported
the Hgng!y!y ~gy~~~!~~~:

EconoMic Development, the
Honolulu, and the Hawaii­
which advlses the U.S.

the State Depart~ent of Plann~ng and
Econo~ic DevelopMent Corporation of
Pacific District Export Council,
Department of Commerce.



It is difficult to say where the congressional £rustr~tion
.ay lead. The Senate's aggressive mood on trade with Japan
appears to have peaked for now. And atrategists concede g2ng£~~~
S2y!g 92 ~h£2ygb~h~~n~!£~~~~~~2n~!~b2Y; S2n~!g~£!ng!~~2£

(7) Washington and Brussels are heading for a showdown on
agricultural tr~de

(6) the U.S. is on the brink of a maJor confront~tion with the
Common Market over steel that could blow apart the global steel
quotas the President ordered last autu~n

(5) Congress is pounding the ~d.inistration to do someth~ng about
the super-high dollar

(4) both houses h~ve established new trade caucuses to draft
further proposals

(3) the House Ways and Means Co~.ittee is t~king a new look at a
b1ll that could cause a confrontation with Saudi Arabia over
trade in petroche.icals

(2) Senator Dan£orth (R, Missouri> introduced a bill that would
force Mr. Reagan to restrict i.ports if Europe and 3apan refuse
over the next two years to open their teleco~.unications markets
to U.S. companies

(1) lawmakers are moving to Ii_it the President's authority to
reJect trade co.plaints when he considers thea unJustified. one
of the government's long-standing buffers against protectionist
demands. Instead. they are seeking to ~~gy~~~ i.position o£
i.port restraints in more cases

There isn't ~ny short~ge o£ proble.s:

Congress h~s been esc~lating its assault on the Reagan
administration's free-trade policies and the White House seems
paralyzed in responding_ The tr~de issue is ~s politically
sensitive as the budget defiCit. but since this aeasure has been
introduced the ad~inistration does not seem to be on the safte
kind of track_ As a result. the lawmakers are Moving to limit
the adftinistration'sleeway and are t~king trade policies into
their own hands. Many analysts think pressures could ~nten&ify
to the point where the lawft~kersaay push throug~ riders designed
to limit imports in hard-hit industries. and the possibility that
Congress may i~pose a surch~rge on foreign iftportslooas in the
background. Whatever the eventual outcome. the trend is
un.lstakeable: ~2~g~~~~~Q~~1 e~2~g~~l~ f2~ n~~ ~~eQ~;
~~~~~i~~!Q~~~gy~~ ~h~ iyll ~~~S~ gf g2~~~~i~ ~~nYi~~~Y~ing
ingY~~~i~~-

C. MOOD OF THE CONGRESS



U.s. garment,.akers have coaplained about i.ports aince the
1930"s, when they won "voluntary" restrictions on imports fro.

IDport protection is almost always a rotten idea. but SODe
trade barriers are ~ore pernicious than others. In aany cases.
new rules have been bizarre enough to .atch the .ost creative
fashions o£ the garment trade ~t8el£.

x. A NOTE ON PROTECTIONIST LEGISLATION

RECOMMENDATION 6. The issue should be addressed in the
proposed legislation - the exemption granted should be
allowed to stand 80 that the 160_000 and 70.000 dozen
figures are not charged to the quotas proposed for the two
Territories under the pending act.

in
the

U.S.
the

Integration o£ the exe.ption feature, whereby sweaters
the a.ount of 160,000 dozen (for Guaa) and 70,000 dozen (for
Northern Marianas) are allowed to be iaported into the
without charge to the li.its established for exports fro.
country o£ origin, is unclear.

RECOMMENDATION 5. Other Congressional "£riends o£ the
Pacific'· should be contacted for their support.
Retaliation by foreign trading partners is a very real
risk, and the districts they represent aay stand to
lose with this legislation. There is no doubt that
retaliation will occur under the General Agree.ant on
Tari££a and Trade: historically, agriculture ia the
first to suffer.

In 1983, when the Textile Bilateral Agree~ent between China
and the United States expired, the U.S. i.posed unilateral
restraints on Chinese textile i.ports. China retaliated by
boycotting U.S. cotton. soybeans, and synthetic fibers. China
also shifted its purchases of U.S. grain to other suppliers. As
a result, as reported in the H~~!9n~!~2Y~n~!last fall. U.S.
earnings froa farm exports to China decreased froa 51.5 billion
in 1982 to 5544 million in 1983. To this day, Aaerican £armera
have been unable to recapture these lost purchases.

But congressional planners caution there st~ll is a danger
that the current angry mood could spawn protectionist riders. No
one is sure what Congress wants the ad.inistration to do. Few on
Capitol Hill genuinely want to go protectionist, but they do want
Mr. Reagan to pay aore attention to trade. Republicans are
banking on Treasury Secretary Ja=es Baker. who is heading the
adainistration's newly created Econoaic Policy Co••ittee, to
focus aore forcefully on the trade issue.

~~~g! l~gi~!~~!2n~~~!!: lawmakers may be so preoccupied w~th
the budget and the tex-rev~s~on bill that they won't have much
t1~e for other issues.



In hand1ng fore1gn rivals a relatively stable slice of the
.arket. they are increas1ng their own instability. They are also
keeping capital and labor tied up 1n sectors condemned to low
returns and to layof£s. It'. a poor substitute for becoming
truly competitive.

Through both pricing and protectionism, A.erican
Manufacturers are si.ply writing off a portion of the do.estic
.arket. When foreign producers per.anently lock onto a
significant portion of the U.S. .arket, the cyclical swing. 1n
American ship.ents intenSify. All o£ these A.erican industries
are attacking the proble. of foreign co~pet1tion partly by. 1n
e£fect, creatlng another proble••

This is beceuse whenever the overall de.and for a product
declines, such as in a turndown in the economy, foreign producers
tend to capture aore of the aarket. The loss in sales coaes out
of the hides of the domestic fir.s. Consequently. U.S.
co.paniea' bad years beco.e worse. This phenoaenon haa been
deMonstrated in the auto, steel, Machine tool, and textile
industries. The widening awings in these cyclical industries'
shipments probably can be bla.ed More on foreign producers' price
advantages than on protectionist .assures, but the trend is clear
and diSMaying.

Relief fro~ tough foreign competition .ay temporarily
benefit protected industries and workers, however. the protected
clearly run the danger of beco.ing fat and lezy - too comfortable
w1th artificial prosperity. too loath to i~prove productiVity.
too Willing to ignore shrinkage in their markets - and eventually
they become more vulnerable than ever. ~h~~ !~y n2~ ~~ ~Q =!~~~
!~ ~h~~ ~2~~2~ ~h~~~l~g~!~~~!9~D!Dg~h~=YS!!=~!~~!ng~ 1n
~h~9~~~D9~Q~ ~h~!~e~gg~=~·

Japan. They not only punish e£f1C1ent foreign g~rment makers but
also send a perverse message to developing countries who are
being asked by the U.S. to earn their own way.e~~. don't sell in
the U.S. The perils of protectionism are cited so frequently
these days as to sound like a familiar litany, but paradoxically.
protection measures also damage the very groups who~ trade
restrictions are supposed to protect.



Statistical Abstract of the United States, 1985
U. S. Department of Commerce, Bureau of the Census

Source:
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N/ANONE343 NONE

NIA4.6/D021.331 NONE

7.2/DOZ YES
<>40")

459 91.8"

7.8/LB N/A81 NONE

2.0/LB YES
(WOOL)

1.146 NONE

73 425.8~ 14.88/00Z YES
(WOOL)

5.555 173.6~ 36.8/00Z YES
()40~)

1.868 3.6% 52.0/00Z NO
«40")

389.6255 KKF INKED RIBBONS N/A LB
NK ORN NSPF

383.5227 WGI OTH WAPP KNIT 359 002
NOR VEGETABLE FIBER
EXCEPT CTN. SUBJ
TO CTN RESTRAINTS

383.2730 WaKENS OTH SHIRTS 339 OOZ
CTN KNIT NOR

379.9690 M&B MKF OTH WAPP 659 OOZ
NK NOR NSPF

379.7685 M&B WOOL KNIT WAPP 459 002
NSPF NOR )S5/LB

383.6371 WaKENS OTH WOOL 446 002
KNIT SWEATERS
)S5/LB NOR

383.8073 W&G SWEATERS KNIT 646 DOZ
KKF NOR

379.9630 K&B OTH KKF 651 DOZ
PAJAMAS NK NOR

379.9030 K&B SHIRTS HKF NOR 638 002 300 18.1~ 18.0/002 NO
KNIT NSPF «40~)

379.7640 BOYS SWEATERS WOOL 445 OOZ 690 111.7% 14.88/002 YES
KNIT NOR > S5/LB (WOOL>
NSPF

379.7630 MENS SWEATERS WOOL 445 D02 107.347 111.7% 14.88/002 YES
KNIT NOR > 55/LB (WOOL)
NSPF

1983 IMPORT
IMPORT CONVERSION SENSITIVE
RATIO FACTOR 111

1984
NET

QUANT

454

CAT
NO.

U
N
I
T

TSUSA TSUSA COMMODITY
NUMBER DESCRIPTION

3
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TABLE 2
TEXTILE SHIPMENTS FROM GUAM TO THE UNITED STATES DURING
1984 - REFERENCE DATA



379.7685 DOZ 1,146 $113,454

383.2730 DOZ 459 567.449

------- ----- ----------- -------
TOTAL 115,270 2,168 510.183.480 5173.180

======= ===== ====%====== =======
PERCENT 98.15~ 1.BS" 98.33~ 1.67"

===== ==== ====== ====

57,14473DOZ383.6371

5311.3335.555DOZ383.8073

5149,2161,868D02379.9630

$23,954300DOZ379.9030

555,117690DOZ379.7640

1984 1984
U ---IMPORT QUANTITIES-- ---IMPORT VALUES---
N NOT NOT

TSUSA I SENSITIVE SENSITIVE SENSITIVE SENSITIVE
NUMBER T CAT CAT CAT CAT
------ ----- ----- ----- -----

379.7630 DOZ 107.347 59.628.983

================================================================

QUANTITIES AND DOLLAR VALUE OF 1984 TEXTILE SHIPMENTS FROM GUAM TO
THE U.S. BY THE SENSITIVE/NON-SENSITIVE CATEGORIES
UNDER THE PROPOSED H.R. 1552 ACT

TABLE 3



3.3057.2459

1.146

14.8873

36.85,555

521,868

18300

Note 6 - Please re£er to the re£erence notes wh~ch £ollow
these tables.

97,222

50.000

6.720

5.611

13.462

38.889

697

2.2922

1,086

204,424

97,136

5,400

10,26714.88690

14.88 1,597,323 108.420

6
MAXIMUM
1985

SHIPMENTS
(DOZENS)

107,347

1984 CONVERSION YARD
(DOZENS) FACTOR ECUIV

5
1984

SQUARE
BASE
YEAR

339

459

446

646

651

638

445

445

CAT
NO.

3

383.2730 WOKENS OTH SHIRTS
CTN KNIT NOR

379.7685 M&B WOOL KNIT WAPP
NSPF NOR )S5/LB

383.6371 WOMEN'SOTH WOOL
KNIT SWEATERS
)s5/LB NOR

3S3.8073 W&G SWEATERS KNIT
MMF NOR

379.9630 K&B OTH KMF
PAJAMAS NK MOR

379.9030 M&B SHIRTS MMF MOR
KNIT NSPF

379.7640 BOYS SWEATERS WOOL
KNIT NOR S5/LB
MSPF

379.7630 KENS SWEATERS WOOL
KNIT NOR > s5/LB
NSPF

TSUSA TSUSA COMMODITY
NUMBER DESCRIPTION

REFERENCE NOTES:
1 2

======================================================================::==

1984 TEXTILE SHIPMENTS FROM GUAM TO THE U.S. - MAXIMUM GROWTH
FOR SHIPMENTS IN CALENDAR YEAR 1985

TABLE 4



N~~ N!:!me!r
379.7685
379.9690
379.9540
379.9555
383.4747
383.2205
383.5227

B~eQ~1:~g NQ~
379.7680
379.9680
380.8140
380.8443
382.3347
382.0459
383.5226

TSUSA numbers change periodically to reflect. among
other things. comb1natlons of the commodlties
descr1bed or renumberlnq of the tarl:: schedules. For
lnstance. mens and boys wool knit wearlng apparel
imported from Guam in 1984 under TSU5A number 379.7680
1S descr1bed under TSUSA number 37S.7685 1n the 1985
schedules. The follow1n9. supplled by the U.S.
Customs Service in Honolulu, llsts the TSUSA number
used in the above SOUrce book and the new co~modlty
number 1n the 1985 tariff schedules:

The above source book reflected no textile exports
from American Samoa into the U.S. during the Calendar
years 1980 through 1984.

Infor~ation on shipments between the U.S.
and other U.S. Possessions are not compiled
by the Bureau of the Census."

"Data on shipments from the Virgin Islands,
Gua.. A~erican Samoa. and Puerto Rico are
obtained from i.port documents £iled with
U.S. Customs Officials. The data shown in
this report reflects entries for immediate
consumptlon and entries into Customs bonded
warehouses .••.

A pertlnent note to the above source £ollows:

The source o£ the data for the TSUSA numbers and
quant1ty and dollar values in the succeed~ng tables
was: §n!Qm~D~~ !~Qm y~§~ eQ!§!!!!QD§ ~Q ~n! MQ!~~Q
§~~t~§ ~~ I§Y§& ~QmmQQ!~Y. Table 4. by the U.S. Bureau
of the Census.

1 Tar~£f Schedules of the Un~ted Sca~es. Annoc~ced
(1985). The numbers correspond to the lniormatlon
suppl~ed on cusco~s entry and wlthdrawal £orms wlth
respect to art~cles imported lnto the customs
terrltory of the Unlted States £rom Guam durlng 1984.

REF'

REFERENCE NOTES



5 Conversion iactors are used to convert the un~t o:f
l.ssueto square yard equivalencs under the sect~on on
"minlI'RUlft quantit~es" in the proposed act (Section 5(c)
H.R. 1562). For instance. 100.000 square yard
equl.valents of mens wool sweaters under TSUSA number
379.7680 at a conversion factor of 14.88 per dozen

4 Import raeios 8S referenced in Section 4(3)(A> of H.R.
1562 and derlved fro~ the U.S. Department of Commerce
publl.catl.on u\,l.:.§.!. e!:Qg!:!~~!Q!lL imI2Q£~§ ~!H~
!meQt~Let9gys~1Qn 8~~i2§ igr gQ~~Q!!L~QQ! ~!!g~~!! ~~g~
E~Q~t~ I~~;!!~~ ~ng ~e2~£~!. The ratiO 1S expressed
as the total 1983 U.S.imports under that category
dlvlded by the toeal 1983 U.S. domestl.cproduetl.on o£
thae category. A ratio greater than or equal to 40.0~
:for the preceed~n9 calendar year l.S an "l.mport
sensitl.ve" category under the proposed act (in
add~t~on to any wool product regardless of the
import rat~o). The 1983 :f~gureswere the latest
aV~l.l.lable.

Category numbers as referenced in Section 4(2)(A) of"
the proposed HTextile and Apparel Trade Enforce~ent
Aet of 198511 (H.R. 1562) and derived from the U.S.
Departllent of" Coa.eree publication HgQr£!!!~j;,12!!1
I~~;!!~ ~ng ~ee~~~! g~~~gQt!~~ ~1j;,bI~t!ii ~~h~g~!!!~
Qf ~h~ Yn!~~g ~~~~~~ ~nnQ~~~~g. January 1985.

SubJect to Cotton Restraints - Articles 1n whl.ch the
cotton component equals or exceeds 50 percent by
weight of"ell co~ponent :fibers.

CTN - Cotton
DEN - Denl.m
DOZ - Dozen
INC - Including
LB - Pound
M&B - Mens and Boya
MMF - Man-Made Fl.ber
NK - Not Knl.t
NOR - Not Ornamented
NSPF - Not. Specl.:fl.callyProvl.ded For (8 "basket"

commodity number in the schedules)
ORN - Ornamented
OTH - Other
T&S - Trousers end Slacks
W&G - Womens and Girls
WAPP - Wearing Apparel
WGI - Womens. Girls. Infanta
) - Greater Than

2 Abbrev~etions used in the commodity descrlpticns are
as £01lows:



(e) I£ 1984 shipments are greater than 700.000 square
yard equivalents ~ng the category is Qg~ !me2~t
~~n~!~!Y~. then 1985 shipments are limited to the 1984
level mult1plied by 115~. Growth in succeeding years
is limlted to 6%.

(d) Ii 1984 shipments are greater than 700.000 square
yard equ~valents ~ng the category is !~~Q~;~~n~l;iY~,
then 1985 shipments are liDited to the 1984 level
multiplied by 101%. Growth in succeeding years is
li~lted to 1%.

<c) If 1984 Shipments ere less than 700.000 square
yard equ~valents ~ng the category is nQt im22~t
!~Q§~~~Y~. then 1985 shipments are limited to 700,000
square yard equivalents. Growth in succeeding years.
aiter the 700.000 square yard equlvalent level is
reached. 1S li~ited to 6%.

(b) Ii 1984 ship~ents are less than 700,000 square
yard equlvalents ~ng the category is !~eQ~~!~n!!tiY~.
then 1985 shipments are limited to 700,000 square yard
equlvalents. Growth in succeeding years, after the
700.000 square yard equivalent level is reached. is
limlted to 1%.

For wearing apparel other than wool, ~~g~£ !!Sh
S~~~gg~y:

(a) Ii 1984 shlpments are less than 100.000 square
yard equlvalents. then 1985 shipments are limited to
100,000 square yard eqUivalents, otherwise. 1985
shipments are Ilmited to 1984 levels multiplied by
101~. Growth in succeeding years, after the 100,000
square yard equivalent level is reached, 1s limited to
1~.

The formulas for computlng the maxi~u~ levels for 1985
and beyond are as follows:

6 Realist~cally. Guam producers might not be able to
ach~eye the growth allowed in certa~n categor~es that
had low levels of production in 1984. due to marketing
considerations. materlal availability, workforce
tralning. or equip~ent constraints; Guams' pr~ncipal
1984 production l~nes are limited to 1% growth.

source for
reference

would equal 6.720 dozen sweaters. The
these convers~on factors is the same as ~n
note 3 above.



We are concerned with the chilling effect the decision of

clients possible operations in G~am.

Further, we are currently discussing with some of ourIslands.

stantial investment and corresponding employment in the Vi.rgin

a number of possible situations which have resulted in sub-

with Congressman Ron deLugo (Virgin Islands) in connection with

Association of Exporters and Importers. We have also worked

connection with a seminar recently sponsored by the American

States. We have worked with Congressman Ben Blaz's office in

or proposed operaticns in the insu~ar possessions of the united

We are counsel to a number of companies with oper..tions

"attc=nEY directory").

information the Firm card from the Martindale-Hubbell (the

tariff laws of thE United States, and I enclcse for your

We specialize in matters relating to the customs and

Dea:-r-!r.Ulrich:

William Ulrich, Esquire
Office of the Attorney General
701 P.D.N. Building - 7th Floor
238 O'Hara Street
Agana, Guam 96910

1987January 26,
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cc: Congressman Ben Blaz
Attention: Beb Bibb, Esquire

Enclosures

LS:ac

i
I: r)
~,efY} FrulY yours,

\\\t,~~
Loui~ Schneider

I look forward to hearing from you.

curiae.

represent the GovernQent of Guam in a brief filed as amicus

appreciate the opportunity to discuss the basis on which we may

be appealed to the Supreme Court of the United States. We would

We have been advised by ceunsel for YUri that the case will

the insular possessions of the United States.

end to many of the benefits resulting from locating operations in

We believe that the Yuri decisions will ultimately bring an

of both decisions are attached for your convenience.)

(CopiesTrade, 1986; aft'd_F.2d (Fed. Cir. Ncvember 28, 1986).

Comnanv, Ltd. v .. The United §tates (632 F.Supp. 41.. (Ct. Ir.t'l

U.S. Court of Appeals for the Federal Circuit in Yuri Fashions

the united States Court of International Trade, affirmed by the

William Ulrich, Esquire
Office of the Attorney General
Agana, Guam
January 26, 1987
Page Two
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Ve1ta A. 1·1e l:lb=~nc':'s, CCC'_'7,e=cial Litis-ation Branch, De~art:nen-::0=
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~.pf:;llan t,
Yu~!F~SE!CNSco., L~~.,



AFF!?:HED

of Judge DiCarlo's apinipn.

(C~. Int'l Trade 1986). The judgment is affirmed on the basis

ent r y , Yu:i Fashions Co. v. United States, 6~" F. Supp. 41

holding t~at appellant's merchandise was properly excluded fro~

Sca t es Cou r t a f I nt erna t lonal Trade, Judge DlCa r Lo pees 10ing I

Yuri fashions Co:~ Ltd., appeals the judsment of the United

NEWMAN, Circuit Juciae •.

Before SMITS, Circuit Judce, BE~m=:TT, Senior Circuit Judae,
and NEWMAN, Circuit Judce.

OECIDEu: tiovember 13, 1936

v. Appeal No. 86-1125

)
)
)
)
)
)
)
)

Appellant,

yuar FASE!ONS CO., LTD.,



~1E:\lOR.\~DUlt Orl:\ION
A;-.iD ORDER

flil.\ Ill.O, .J1lt1!:c:
rl:!inlirr 1'11:11111111.:-1':1 till! "xrlll:liun o(

:,\\·<';u,'r.; impttrtctl (rnm the CrJlllmun·
\\'p~lhh 'I( \'''rth,'r" ~brbwi rsr.lnrl~

Barnes, Richardson & Colburn, Andrew
P. Vancu and Mich:l~1 A. Johnson, New
York City, for plainliCf.

Donald C. Woodworth, [or amicus curiae
Com. oC the Northern Marlan:l Islands.

Richard K. WiII:trd. Asst. Atty. Gt!n.•
D;I\'jll .\[. Clllwn. Director. Commercial Liti­
~ation Branch, Civil Div.• W:t.'ihinJ;ton. D.C.
(VI~lt:l A. Ml!lnbrencisl, N~w York City, for
clt!fencbnL
MiII~r G:. Chcv:1lier, Ch:lrt.c~d, Don:lld

H:lrri.'ion. Washington. D.C., Cor defendant·
intcn·f'nor.

:1. rU~IIII1'"Olllil'S <:=;1::
SI\''':H,'rs impllr:l'd Irnm th,· (',10101"11'

W":lllh ..i ~.,rth'·rn .\br::lIln (~lanlls ""111.1
h'l "Xc!IIr1.·'; IInd"r "';!lIblinn (Irflltllll~~tl·d
hv rhp Pr .."id,·nl, ri"linill:,:' I"~;:II,'Jlrl'ldlll·t~
or insular pn"::"~~i.I1I1:-;Hi Ihl' ('IIlIl',j :-:Iat'·~
1'", 1'1Irlltl""~ .,i 'Illllta 1'I..~tr:lIllr::l. wlwrr'
I~nlln!r~' ,,( nridn .. I' til.· sw ..a"·r~ ma~' h:I\'"
h""11 rh.. ,',1111111"11\\""111 II r,'r ,llIl \' :.111'(
marking purposes but W:lS Korea f~r tcx­
tile restraint purposes.

~. Declaratory Jud;;mcnt ¢;:>JOO
Importer, which did not allc:;!! it was

adverselv aiiec~r:d Or ag'gne\'ed bv rezula­
lion of' products of insular p05~es5ions.
lacked st:lnding under 25 U.S.C.A. § issirn
to chaIle!!:;e application oC regubtion of
President, definin~ textile products of insu­
lar possessions of the United States for
purposes of quota restraints, to products of
the Cornrnonwealth of Northern M:J.rbn:l
Islands: importer's merchandise W:l.S prod­
uct o( Korea and not product of an insular
possession.

S, Declaratory Judgment ¢;:>:IOO
Importer, which did not anl!~e any

Iacrs to indicate that it was or would be
adversely affected or a~grieved, lacked
standing' to ch:1l1e!l~edirective oC Chairman
of Committee for Implementation of Tex.
tile A;.:recments to Customs Service, per­
mittin~ ;0,000 dozen sweaters to be import­
ed from Commonwealth oC~orthcrn ~bria·
na Islands during period November I, 1!}8.J
to October a I, 1985.

:!. CUSlnm!l nutic!'! ~IO
Pr~::i,;"nt h:l5 h"en 11"lf'J,r:ltccihronrt :\11'

thorit:: IlOn"r A::rit:ullur:lJ '\ct ne l~)ii(i.
§ :!O-l, :is :tml'ndetl, j U.S.C,A. § l~ii~ to
ne~oti:ttn tl':ttilt! r('str-lint nL."T'(lem~nLo;with
other nntjnns. :lnd tn artier promulJ,r:ltion oC
rf'lA'lIl:1tinns to C:lrry out such al.:rl!cmcnls.

1. Custnmll Duties c;::::.:!:!
Tariff Schedules, General Hcadnctcs

and Rules nf Interpretation, Headnote 3{:l\
did not address quota or other restrictions
but rczu blPri only the !Iuty paid on imports
Crom insular possessions, such as the Corn­
monwealrh of Northern ~Iari:ln:l Islands
and, thus. dill not conflict with re~ul:ltion
prcrnuleated by the President. ddininJ.r tex­
tile products of insular posses5ions of tht!
United !'tales for pUrpnSf'5 oC quot:l ra­
strnint. ..,

Im!;.}r~cr c!:;IIlI!Il~.~lI ,·~c!l:.:;il)lI ,Ii
"W".ut.:rs im!;nr~ctl trfll11 the ,: ..nun.in­
wealth of Northern ~br:an:l Islands and
sought nf'daratory judgment that regula­
lion of the President. defining textile prod­
ucts of insular possessions oC the United
States for purposes of quota restraints,
was ultra vires and void, On cross motions
for summary judgment, the Court of Inter­
national Trade, DiCarlo, J,. held that; (1)
General Headnote of Tariff Schedules of
the Unitf'd States regulated only duty paid
on imports from insular possessions :1I1d,
thus, ciici 'lot conflict with the res:;ul:ltion:
(2} imp0rT"r's sweaters could he excluded
under thE' re~lation ;\!; :lproduct of Korea:
and {!Jl importer lacked st:lndin~ to ehal­
len~e the rl'guJation as applied to products
of insular possessions or to challenge di­
rective of Chairman oC Committ~ Cor lm­
pipm'tnt:lrinll of Textile Al.!rr·~mcnL<;.

Act inn tiismi!\seri.

The UNITED STATES. Defendant.

nnd
Arnericun Fiber/Tc:dile/.\ nparcl Cuali·

tiun, Defendant- lntervenur.
Cuurt~u. :!.f-I:!-'Il:lUj.

rnitcll States Court of
lnrcrnutiunal Tr;ule.

v,
n:m F.\5it!O:-;S CO•• LTD .• I'!:lintiff.



.... 1':1 C,r.ll. ~ 1~.Ij() &:h:.In&:l."uthe cuunrrv "r
ul'i;:rn rC:UUlfI:IlICIIIS rllr h,~.III.::.1111..11~;-;II!.:;'IruJ·
\I"I~ ~ub"'~1 In \111.11111:':111\0.: re~lr:III11-::. In .Inl.:r
I..r .l le~lIJ.: pr.,J".:1 1Il.IIIUI:l':lIlro:s.I111I"" ,UIIH·
lrao:~ Iu 1t:1\'l' th.: wO:Cin,i "'UIIII'" ,I~ II~ LUIIIIII'\'
uf "n;:111 (IIr 411111:1,JIlII·I'''~C~. II,,: l"ltJULI mu;1
unucq;1I ~.•uu~I:1l1u:t1 Imn~Jurnl!lIIlICI~ in Iho: !><"C;.

IIml r.:ullnlry. 5.:I:IIUII 12.UOI hI ,1:1I':S In I"~rl:
Fur Iho: purpo!>C nr Ihi\ r>L'C11I11I.•• ol 100.,"le or
h:]\lilc:. producl. ~lIhiL'C110 .'Io:... l1on 20 .... '\J;ri.
cuhur::!1ACI of I~S(l. :t$ :lmcnJL'tI. imponLu
inlo Ihl! cuslllms 'c:rrlllln' ro! 1111:Ullil.:d SI:IICS •
:>11:111be: :I 1"(0,10"'1 IIr':l 11:lrlll.:ul...Ir rurcilin
Icrrilnry nr ~rltllli ~'. nr inslIJ:!r l'I)'-SC~~i"nnf
Ihe U.s.. ir il i~whllllv Ihe ':I'IIWlh.flmJm:l. ur
1I1;IIIU(;l~·llIrl! III 111:11fllrcl:;1I Io:rrlltlry ,"' cuu,,·
11-:', lit lIl~ul:lr l"I~~;('-:;'\llIn. 111I\\"I:\·I:r...:l
h::.llie 11r 11:~1I1,'jlrllJII.1. ·.Uhll~1 lu ~~CU"I\
~U4. which ,,"n~I~Il> IIf m.llcrmb l'rlniU\;~,j<lr
.I.:rl\·~,jll'mn. nr Ilrc"",:!i~c:tJan. IIIlIn: Ih:1IIIlIn:
fun'i!!n l~rrl1l1r .. 'If 1·lIl11l1rv.IIr 1II~1I1.>rr"~)1.'5·
,j"n IIf Ihl: C.S.. ,11;111 h,' .1 1.....,111 ...1 III Ih.II
f,lt \.~'::nh.'ITthti ':"1 ~""uU" .. t, til .u•.•r rU)!\\.'"! ..a

Thu~ intcrvcnuun I~ nnt ro.:rl1llllCU where Ihe:
CUUII h:1. jLlri~i~lilll1 nuder ~:!U.S.C. § l;lill.11
""o:r :l .:lCl~C nF ~ujlln 10 '"IlIO:~1 the Je nraJ ,,( .1
rrme~1 under 1t;l \!.$.C. ~ I~15.

bers are Involved in production ai texules
and textile products. W:l.S J;!':lntl!d leave to
intc:- vene as a p:lrty dcfendanr in tll:!t part
oi this action brough; undcr 25 t.:.S.C.
§ 153l(i}.l The C'sMI. through its Resi­
dent Representative to the United States,
was granted 10:.1\'0 to appear as a 171 icus
curiae.

P!~lintiii moves. and defendant cross­
moves. far st.:mr.:::ry jlld~mcnt. The rar·
ties :l:::-ce th:.!t :10 issues n i n1~=t!=-:::f~ct
are disputed.
The Court holds that t~ C.F.R. ~ I:!.,

I:':Otul does not conflic; ,,\·:t'l G~nc:,::1Et.::.1d·
nute 3(a).

l. The Exclusion of Plainliff,;
~lcrcll:.1ndise

In !-ilWemner. !!)~·Iplairlliif attcrnprcd to
enter :1 shipment of sweaters processed in
the! C~?\t[ from components made in Ko­
rca, The merchandise was accompanied hy
:J. completed Customs Form :::.!:.!:J. ce.:rliiyin~
that more than' fifty percent af the toL.l
vnlue of the merchandise was added uy
materials made and lauor performed in the
cxxn. A pplyinl; t!J C.r.R.§ iz.ice, Cus­
toms determined that the country of origin
I)f the sweaters was Korea.' Since the

I. 19 C.F.R. § 1:!.IJO "·:15 {luf.:lbh.:U .IS :111iul.:r·
irn rC;'".li::tlon by T.D. :s.:....lil • .tCl1\:u.R.::.:•. ll::·:!!
C;"U!;USI 3. I~S4) and as ~ Iinal r.::.:ul.III1111 bv
r.n, SS-j6, :0 Fcu.R.::;. sno I~\arch 3. IIls~i.
P!.:lIrllirrs mc:rch:lnu;:.c W;)S \!!ldul!cu !J\' \'111111;

oi the mrerun rceulanun, Sineo: l1i:IIIIIIII" m~'r.
cbndhe would .lho be: c:.,duucu unucr 11I"I;n:11
rc:;ul:llinn. \Vhi..:h ul((ers. Wllh n:Sl1o:clIu IIl!>ul.lf
pO.So:s~ions. (rnln tllo: jlllo:rll11 n:.;ubllllil 11,,1\' In
Corm. the Cuurl .:unMu~r~ Iho: fin:ll n·;:ui.IIIUIl.
S~~ illim, nUIO: .t.

2.. P!:linurr proIL'!.h:t..!Iho: clclu~illn "r il~ mo:r.
ch:lndisc :lnJ uo:mJnu.:u :lcliun un Ill... pmlO::;1
....·hhinJO dJ)l5 purSU:1nllO 19 C.r-.ll. § liJ.:!l(h)
(198.;), Nolinli!r broll"hl Ihe JClion IInder 19
U.s,C. § ISIS(b} (I')52Iolnd:28 U.s.C. § I~.!!!{.:l)
.....hen no :lclion WJS 1:ll..cn. :lnd Ihc prnlc:S1
deemed denkd. :1flcr 30 d:lYs.

3. 28 U.s.C. § ~6JIm( I)(,\) (I~o2) I'ru\'ld~'S Ih:11
Any person whll wuulu be: ;lth"cr~c:I\' alf ...l·t.:U
II( ~lOl;ricvcd U\' ol J.:c.:isilln ill J .:inJ .lCliitIl
pendint; in Ihe Cuun 01 IIlI.:rn:lIIllI1:lJ Tr:l"O:
m:lY, b)' le::wc III ClIlIn. inlcn"'lIc III "'lIl.'h
~ction. o:!tccpl Ih:lI-
no pcr:nn 111;1\' irll~n'o:no: ill :I "il II .1'110III
under scctiun 513 ... IIr Ih.: T.'I'M .kl .. I
19;0 ....

that a rcgularion, l!) C.F.R. § 12.1~O(b)
(19S5),1 dcf:ning- textile products of insular
possessions of the United Soles for pur­
poses of quota restraints, is ultra rirc;
and void.

Plaintiff's merchandise W:l5 denied entry
on the g-rouncis it W:lS not accompanied by
export visas from the Republic of Korea
(Korell ......hich the United States Customs
S-=:-::C2 (Cucroms) maintained W:l.S the
co'.:r.t:-:: of' t)r:;;i:1 of :hc ~~:-t::~:.nJ~sl!. pur ..
sucn; to l~ C.:.~. § l::!.!:':O(ul. ?!::indif
says its mC:-~:I::::d:sc is a product oi the
C:\,~!I for :tii :lI:r;,os(!:;. pursuant to Gcncr­
at 2c:lc::otc ~ta) oi the T:lriii S~hc'~:Jj\!Sor
the Unhcd States (TSt:S). and cannot be
excluded from entry as :l product of Korea
by virtue of I!) C.F.R. § l~.l:;O(b). Plain­
tiff ::r.[50 ::r.r;.:ucs th:!t rc~ul:Jtion is ultra
vires as applied to the CN~lI.
Plaintiff alleges jurisdiction pursuant to

2S U.S.C. §§ 1551(;1): and 15S1(i)t:1) ,1!)S:.!1.
and seeks :l declaratory judg-ment pu rsuant
to 23 U.S.C. § 2:':01 (1:>52)and Rule iii of
the Rules oC this Court.
The American Fiber/Textile,' Apparel Co­

alition. :1 coalition of twenty-one American
trade associations and unions whose mvm-

YCIU F.\SiilL):-·S co.. LTD, v, C:-iITED 5".\1'E5
C~I<~. 63: r,SW;.;t. ~I (Cli 19~1II



suhiect W tlu: rates 1I/IIIIlJl set [artl: ill en/Illnil
numbered I u/ th« sdll:dlll.:s. ~cepl that all
suel: nrlid.:s liz,' ~m",tll ar product n/ <111,"
such f",SSt·-S.fIUII. nr mnnulacturcd fir Ilrtuillced
ill fill." _'II,-/t possession Imm materials till:
grnwtli prnduct, fir manulncturt: of I.ltl.V such
possession .If "f ,,,': (IUIUIIIS territory o{ II,,:
L'lIitedSlul.::s. ur u{ both, wltid: ,/0 1I0t COIIfI::;n
10re~t:1Imaterials 10 the valu«u/lllor~ than 50
percent 0/ their total valu« (ur morc Ih:ln 70
percenl or Iheir 101:11v:lluc: wilh respect 10
w:llchcs :and w:llch mnvl:mcnls). comins 10
lhl: cuslmn5 Icrrilllrv uf Ihc Uniu:d 51:111:5die
n:CIJy rrllm :lI1y 5ur.:i, rU~SL':Slun, :Ifill :Ill :lni­
d~"Sprcviously i '"1I,m.:d illio Ihe r:uslom~ h:r·
rhury Ilf Ihl: UIIIII:U£1;111:5wllh (l:l\'mc:nl or :111
:lflPJiI::lbh: dUlics ;Jnu I;\~I!S imOIls..'t.i upon or
by rC:1StIl1uf il1l0UI'I:llillll whidl were shipped
rrorn Ihe UuitcrJ SI;lIl·!I. wllhonl remission.
rclllllll. II,. ,k:lwh:u;\. IIr ~uc-h JUlk-:s or 1:1li:CS.
Jin:cll~' III the 1".. ~~s."'UIl1 frum wilid, Ihcy :1l'C:
h",llIt; fj.·lIlrn.'d II\' .Ii,.c,-I ,hilll1l&:nl. lire ....n'llI1"
/,"'" 011111' kll1l1rla"~ •.,1.1...(1),

Headnote 3(a\ docs not apply to quctas,
and therefore, that it did not preempt the
quota restrictions imposed (on the im­
ported merchandise].

United Slates t'. Patel. 762 F.2d 784, 790-
91 (9th Cir.l~85). PI:lintiff says thae Patel,
in which fraudulent violation of import
laws W:lS alleged, turned on very different.
facts than this C:lSC, and thar the Ninth
C:rc:.tit :lpp:m!nt.!y overlooked headnote 6
of schedule i, part :!. subpar; E (sctti:1; J

quota on timepieces imported from insular
possessions), when the Court said that it
"ccn find absolutely no reference to quotas
in any part" of the TST:S. i62 F.2d at i91.
But neither of these observations provide :1
reason why the Patel Court's intcrpreta­
tion DC General Headnote ~(a) should not be
followed.
The Court also disaqrees with plaintiff's

arzumcnt that the legislative history of
Gene:':l! Headnote 3(al indicates that Can­
gress intended that provision to define the
country of oriJ.rin oC merchandise imported
from insular possessions for :111purposes.

A tariff preference for goods (rom all
insular possessions of the United States
was first enacted as part of thl! Customs
Simpliiic:ltion Act 1)( l!li)-I. Puu.L 765, 63
Stat, U:;!i. ll:l!l. § -tol [enacted as section
:;0 I of the T:lri'ff Act of l!}:W),which stated
in pertinent part:

5. At Ihe lime: ur Ihc: :2l1emflled clilry. in 19~4.
G~nel';ll J!c:lJnol&: J(;)) Jlruviu~-d, in Jl:lrl:

Ralcs u/ Dill."
(:I) Producls n/llI:wlilr fn.rsasinIlS.

Ci) I!!tCCpl :11 prnviJc:d in hc::aunnlc n of
schedule 7, p:an 1. suhp:ln r:. ;\nd C!tccpl ;\s,

provided in lIe:l<lllllll: J "I' ~c:hcdIlJe 7. r;\rl 7.
suhp:ln ,\, Ilrlid.::s i",purh',1 I"'", ill_m/,'r P"f'
S~iIlIlS ,,11111:Vllllcd SI,Il':S ,,"11""1, .Irt.' ""hi,/,'
Ill.: .·W:/m"s II.·r""'I)· ,,/ II,.. L'1II/.·,1,.,·I,II,·X,II"

sion where il 1;l~1 underwent ;l subst:lnli:ll
tr:msiorm:llion. A textile er textile product
Will be: .:on~i(h:rcd 10 have untJcr::nnc a sub-
51:1nu:l1 transformation if il h;'ls becn rrans­
rorm~u hy me:lns fir lIUb~l:lnli:l1 m:tnllf:lClur·
ina; or proccssim; operations rntn :t new and
different article u{ commerce,

S.:~ ,\last Industries, Inc: ". R.:"ntl. SCIT -, 59f1
F.supp. 1567 (1984) (uphoh.liliG seclion 12.IJO
:IS within the: :luthorily dclc!;:llcd 10 the Presi·,
dent under seclion 20~ Dr Ihc: AI.'ficuhur:lI Acl of
1956, :IS amenu~, 7 US.C. § ISS4 (19112)).

merchandisa W:IS not accompanied by ex­
port visas from Korea. the merchandise
W:lS refused entry.

Pl:l.intifi cnntends tha; General Headnote
3(:l}, TSUS, precludes application of 19
C.F.R. § 12.130 to its merchandise. Plain­
tiff S::J.ys that its merchandise is :l "product
or manufacture" of the C~~II under Gen­
eral Headnote 3(:1) for all purposes, and
may not have another country as its coun­
try 0 f orir;:n for tcxule restraint purposes
unless so provided for by act of Congress.
The Court disagrees.

A_ General Headnote 3(3)
[1] By its terms. General Headnote

3(:1)5 regulates only the dlLty paid on im­
ports from insular possessions, such as the
C~Ml. The headnote is captioned "Rates
of Duty" and it expressly speaks only to
the " ra tes of duty" for articles imported
into the customs territory of the United
States,

The Court agrees with the recent holciin~
of the Court of Appeals for the Ninth Cir­
cuit th:lt Mthin~ in the headnote addresses
quota or other restrictions:

Headnote 3(:1) applies solely to briffs
and duties .. ,. [AJftcr examinirur the
common meaninzs of the words ",IUlY"
:lr411 "quota," we conclude that "duty"
cannot be read to encompass "quo­
b" . ... Consequently we hold th:lt that

G:::!fEDEP-AL scrrU::\tE~T



"~6 F,~'" IJOS. 1311 (l1l7()); s« ~ R. Sturm.
f.·'U·WIIIS Law IIIIJ .I,l",illistrn,iun. 5 51.1. 10-13
(1'1115)(dtins; cases),

This ad\'anuge consists oC duty-jrt:c
treatment for articles coming Crom the
insular possessions if they meet two sim­
ple tests: First, the article arriving from
the possession must have :1 value at least
double the value of Ule foreisn materials
contained in it Second, it must hav«
been subjected to :;07n~ ma7lll/nciuM'71g
or prnecssi7lg opcratian in the pO:;:;L'$­
Si017,

S.Rt!p. IGi!l, S!>th Cl)n~., 2d Sess, (1!l6G),
reprinted in, 1~6ii U.S.u>uc Congo &. Ad.
News 43S9, 43!)O (emphasis added), The
It!~islati.,.e history oC Pub.L. S!J-80G, previd­
in~ Cor the ecuntry of ori:;in rule for but­
tons. describes G~ner:ll Headnote 3(a) as
prOVillinl{ an "advantage' Cor goods Crom
insular possessions,

Under pa~;;-t:lph (:1) of general headnote
3 of the TSUS articles, the growth or
product oj a U.S, insular possession
outside the customs territory of the Unit­
ed States, arc free of du.ty wilen import­
ed into llu: U.S. customs tcrnlor"lJ if
thcy do not contain foreign materials
to llu: value 0/ morc than 50 percent of
their total value.

. In 1!)5G, Congress considered the tariff
status oi products oi insular possessions in
cr.:cting hcadnotes to Schedule 7 oC the
TSUS to establish quotas on importaticn of
timepieces and a special country oC origin
rule Cor buttons from insular possessions.
The I~:.:-i:il:lti'\·ehistory of Pub.L S!J-205,
pro\'iciing for the timepiece quota, states, in
PJ~":

6. T11~T.,rill O.usijii:atillll !i1llJ"... is cnn:;idc:n:u
an important soul"tc nr 1~-:;I~I:lIivchhlury u( the
Tarirr Schedules. L'm',.,d S'lIt~ l·. ,llIIlr,"1I' Hil,.
er Cyd.: CII., 57 CCi'.\ 1111.IUn..J17. C..\.O. '1:16.

S.Rep. No. 2:126, S:Jrd Cong., ~d St:ss. (l!}5~)
reprinted in, 1!J!H U.S.Code Cong. S:. Ad.
News .:t, :!!JOO,:J!J05(emphasis uddcd).

General Headnote :leal W:1S enacted as
part oC the Tariir Schedules of the United
States in 1062, by the T:lriff Classification
Act oC1962, Public UW 87-156, 76 St.:lt. 72-
The Tariff Classification Study published
by the TarifC Commission stated that;

Gencral head notes :J :1Od ~ prescribe the!
conditions obuining with respect to the
"Rates of dilly" columns numbered 1
and ~ in the proposed revised schedules.

Clle:u 63: r.sUl'P, ~I ICtT 198&)

There shall be levied, collected, and In doing so, general headnote 3 covers
paid upon all articles coming into the the substance of the special 'trc:ltmcnt
United States from any of its insular presently accorded to products of insular
possessions ... the rates of dll~Y which possession (under par. 301 of the T:1riff
are required to be levied, collected, and Act of 1!l30, 3.S amended) .•.•
paid upon like articles imported (rom for-
eign countries; except that all articles Submilling Report; Vol. 1, p. 17 (ernphaais
the grou.·lh or product of any such pas- aoded).'
session, or manufactured or produced
in eny sad possession from materials
the grow!h. product. or manufacture 0/
an!! sue!! possession or of the United
States, or of bott; iciiici: do not contain
foreign materials to lhe value of more
than 50 per ccutum 0/ their total value
. '. shall be admitted free of alLty upon
compliance with such regulations as to
proof of origin :J.S many be prescribed by
the Secretary oC the Treasury [emphasis
added].
According LD its legislative history, this

provision W~ intended to
provide for the dlliy status DC impcrta­
tions from the insular possessions of the
United States, The new section would
provide that all articles imported from an
insular pcssession of the United Slates
.•. shall be dutiable at the same rates as
are importations from foreign countries,
except those which m are entirely of
native origin or (:1) arc manufactured in
SHeil possession and do 1I0t contain
Ot'~'r 50 percent oj /orc1gn matcrinls

ytim fASIIIO:\S CO .• LTD. v, UNITED ST,nES



toms h:ls consislenlly rulL-d Iholt Headnote
3(:1) requires more than merely "some pre­
cessin;: Anides imported inlo the insular
possession musl undergo extensive opcr:uions
to s~lIisr)' the requirement tiut the rnerchan­
disc be the Srowlh or production oC Ihe: pos·
session.
On .\UI."\ISI 2. 1985Cusrorns prnposcd ;: eh:n;;~

in Ihis ,::sl:lblishL-dand uniform pr.:Ictiee in er­
der 10 conform the definition of product under
Gcncr.:Il IIc:lI.lnou: 3(:1) with the counary of eri­
Gin rule: of section 1:!.JJO(bl. SO Fed.RL"g. J 193.

9. s.."Ction~04 slates in part:
Til&:Presidenl mav, whenever he detl!rmincs
such :lcliun apprOpri:lle. nc-,;oli:lICwith repre­
so:nl;:livl..'suf /ore;;;" J:ol·..rnrncnts in .:Indfon
to obl;:in ;:l:rc.:ml..'nlSlimilin;: th&:export (rom
such eountrics :lnd Ihe impon:nion intc the
United SI:ltes of :lny :lcric:uhur.:Ilcommodity
or produc1 m;:nubclurcd therefrom or 1&::'1'
tiles or 1t..'1tileproducts, :and the President is
:luthoru.ed to iuuc rCI:UI:uionsgoverninG Ihe
entry or willtdr:1w:tI from wareholUe oC :lny
such commodity. product, tt..ltiles, or texlilc
pmduclI 10en")' nUl .:Inysuch :Ii,'T'CCmc:nl./11
dJdit;o". illl multil,,'tmz/ l1/:rcemt:rllluu ~UI
or slllJ/1 be n1m:ludt:d finder '''It ,III,IIori(l' 0/
'his s,cL'rjan limn",: ,-uumria IIC'C'OIIIII;II: lor II
s;r:"i/icanl 1'411"/",,,rld 'TDdt ill Ibt: tZt'lida
11;,11rcp«1 Iu II'hh'/t ,lit: ds:n:emt:tlt",as ,,"On'
eluded. ,lit: I'rQitlcIII ",a\' <I[sn urue. ill urde­
Itl c:ltr", UIl( sud, <I" oI~r"I:III•.."t. 'tJ:III<1'iuIIS
I:nt·c'nllil.( "teI:7II')' 'IT wi""lrltwl,l/mm "...,rr·
hmue ntllte sam,' ur,idc.t whielr ,m: 'he pmJ.
''''IS ", ,',m,,,rll:S .'1111 /,"""')1; III ,Itc' "t:,,·t:tllc·t,t
IL'm"h:l~isatlJ,·Jl.

B. 19 C.F.R.. § 1:!.l.~Oand the cxxn
Ph:intiff and am icus curiae argue at

length that Customs had no authority to
exclude products imported from the CNM!
under 19 C.F.R. § 12.1:30 since (1) the
source of executive power to regulate tex­
tile imports is section 20~ of the A~ri·
cultural Act of 1!}56. as amended. 7 U.S.C.
§ 1S5·' (1!lS2),' (:!) that statute g'l":lnts the
President authority to issue regulaticns
governing- importation of products of

lar possessions, apparently to :lr:;ue that
Congress has reserved for itself authority
to enact quotas on merchandise which met
the rule of origin stated in General Head­
note 3(3). But the Iact that Congress has
enacted quotas with respect to one kind of
merchandise hardly argues that it has not
delegated to executive branch authority to
adopt other count:"y oi origin rules for non
duty purposes.

S.Rep. 1600, S9th Cong., 2d Sess. (l!JGo),
reprinted in 1966 U.S.Coae Congo & Ad.
News 4398, 4':01 (emphasis added),'
From the le:;islative history of General

Headnote 3{a}, the Court draws two eonclu­
sions. First, nothing in the legislative his:
tory of General Headnote 3(a) known to the
Court indicates that the headnote was in­
tended to regulate anything other than rate
of duty. See Patel, S::_:J:-Il. Second. the ..
legislative history indicates that Congress
intended thut General H~':ldnote 3(a) gran;
dury-frce treatment to merchandise which
(lj is a J;rowt!l. product or manufacture of
an insular possession and (2) satisfies a
specified percentage of its value derived
from the insular possession. Congress has
never specified how merchandise is to be
defined as a growth. product or manufac­
ture oC an insular possession," Cong-ress
presumably left definition oi these terms to
the Executive branch.

Plaintiff points to the quotas Congress
enacted on timepieces imported Cram insu-

7. Conc;r= alse amended C~'fler.11Headnote 3(:1)
in 191~and 198.3 10 implement the:Ccncr.1li7.cd
Syslem oC Prc:fcrcncc:::; :and the ~rTibc:ln B.uin
lnitiarive, respectively, TIle Trade ACI or 1974,
Pub.L 98-618. 88 51:11.1978, § S02: C.lribbc:ln
Basin Economic Ro:cGYC:ry Act. Pub.L 98-117, 97
SI:II• .392. § 21.l(:I)( Den). DOIh enaenncms al­
tered the CoreiGnconlcnt penniulbil: with re­
spc-::t to duty-free cnlry o( Goods (rom insul::r
pos~c::.slons. Neither enacrrncsu is ;:c~olllp:lnicu
by any indieaucn ~h:ll Con!:r= created nr ap­
proved ;:ny p:mkul:lr :luminil'olr;:li\'c ICSI Ior
"produet" oC an insul:ar possession.

8. ,t",iC"..IS curiae :lrl:U~'SIn;:1 Gt.'ncr;:1HC:lunole
3(:1)O:!I:lblish,-'S:I ~indc "value :lC.lJ,-'\.I~ICSI, re­
(erTin!) 10 lL...;isl;lIi\·cJ;hlory nf till: T:lrirf I\el n!
1909. Cit. 6. JS 51;:1. 11. § 5 (19091. :lnd the
T:.riCf Act oC IO~O. Ch. 497. J6 Slat. 590, § JOI
(19JOI, which provided (or Liuly.frce Ire:ltmcnl
for imports from Ihc rhiliprino: bl:lnds.
The IWD-pronGtcst \v:lS csl:lhlishcd in Ihe Cus·

toms Simplifietion Act oC 1954. Ihc first ICGisl;:.
tion to pennit dut)'·rn:-c:cntry of .imporu from
the CNMJ. As Customs Rulinc Ct..\-2
CO:R:CV;GSSJ.!J9 PRo issued to pl:lintirr ;:fter
promuh,':lIion oC 19C.r-.R..§ 12.130.reco~i7='
Customs h:ld ;:n cst:lblishcd ;:nd unifnnn J'lr:1c,
lice of dc:finin; ·proJuru- nr insubr PO'ss(''S'
sions. :a requirement 111;:1w:as:lddilinn;:1 10 Ihe
vlIluc :IIJd,,'\.II~t. In:l pl"C\'iuusrulin!.;.CUlIlnms
dc:s.c:ribc:dlh;:t Ilr.:lctiC'C:IS follUW5: .

Whether ;:n :article: is :I ~prnJuct~ o( lin
insular J'IOuc;\sinnwithin the ml!:minGIIf G..-n·
er:lt lI...lIdnnte Jf;:l. TSt'S. d&:l'...nus "Imn
wi1eth.:r sllh~t;)nll,,1Itrlln:~."in..:"11&:r:uinns,'ItI!
1'&:r(UrtnL'\.I10 III.· m':uJ:lr 1",:.......:.si,lII. c:1I~.

...
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I:!. PI:linliCrs campl.:linl does nOI SCI forth sc:p:l.
rate cuse~ of aerion. Pl:1inliff requests declara­
lory relief in Ihe followinG numbered p:1r:l'
I:r:lphs:

14. .... 1'1:1inurr seeks :J. decbr:lIory
juJ!;menl Ih:l! 19 erR § 1:!..ll0.:1S ;tpplicd 10
the impnrle:d merch:lndbe :md 10 fUlUre im·
pon:uiuns of le:ud.: anic;iC!$from Ihe Curn·
rnunwe:lhh of Ihe Nunho:rn M::rl:ln.:l bl:lnds.
is OIn Il/tm ,·iresE.wculi\'c '\':1. conlr.:lr)' to
~1!l1U1r.:. ;tn&.! vniU.

~7. Bv NUll!:!! publh.lu:d :11 SO Fcu.Res:.
lIhS{}"S I• .\\:1rc:h -I, l'IM5. Iho:Ch::lirm::rn1)( Ihe
C..mn"II~'C illr Ihe 11111,1':111<:111,1111111"f i'.::ml.:

II. Since: the merchandise was n(;ll entered, it
W:lSnOI assessed :J. I":lICor Juty.

!\t.:Irch 24. 19;6. Arllcle 1. seeucn \01 of the
Covcn:lOl. provides: lite Nonhetn ~1:IrI!ln:J.Is­
lands upon tcrrmneucn of the Truslel:~hip
t\srcc:menl Will become: :J. self·.;o\'e:rnins corn­
menweahh 10 be: known :1~the 'Commnnwe::lhh
of the Nonhern M.:Iri:ln:l hl:1mis'. in pulilic:1\
unum with and under Ihl: soycre:i:;nry of the
United SI:1les of America,"

Il. The Declaratory Judcrnent
Plaintiff asks Cor a declaratory jud;;ment

in several p:l,.ll~nphs in its complaint.'!

(::] In effect. the country of origin of
the merchandise was Korea ior textile re­
strainr purposes, and may have been the
C~;'lI for duty and marking purposes."
This situation may be awkward, but there
is no viclaticn of General Headnote 3(:1).

Plaintiff contends that Congress has lim­
ited its delegation of authority to the Presi­
dent under section 20-1 to define products
o{ "countries" Cor textile restraint pur­
poses to excluding from such restraints
products subject to duty-free treatment un­
der General HC:10nUlC 3(:11. Out the COI.!:-t
fi:l(!s nothing' in thl! 11!:;!si:d';e hiatory of
G~::cr:ll Headnote ~,::.) or section ::!O':which
requires such an interpretation oi these
statutes. General Headnote 3(:!) provides
only for duty-free treatment for products
of insular possessions. It is not irnperrnis­
sible for section 12.130(b), defining prod­
ucts for purposes of quaruitative restraints
on tC~:i:iics. to :l{fect products imparted
from insular possessions.

10. Since: 1947 the Uniled SI:ltC$ h:ls adrmnis­
tered the Northern .\\:lri:ln!l lslands .:ISp:1TIof
the Trust Tcrrrtorv of the P!lcific Islands under
:l Uniled N.:Illu·ns Trusteeship ,\!:rccment.
Tnmcc:;hip ,\~rccmc:nl [or the Former J:lP:InCSC
M:lnU!lIc:d Islands, 61 51:l1. 3301. T.U,s. No,
1665. :I U.~tT.S. 139. Under Ihr: Trusteeship
Asrc:mcnl •• \rl. J. the United 51::IO::I.:lsAdmims·
te rIO; AUlhority h:l~:
full powers of adrninistraticn, legisl:uion. and
jUrisuiclion ever the Tcrrilory ~Uijcci 10 the
provisions of this Agreement, and m.:l~·:lpply
to the Trust Tc:rrilory. subject 10 .:Iny modiCi.
c::uions which the Al.lminislI:rin; AUlhority
m:l)' consider desil":lble. such of Ihe: l:1wSof
thl; United St:lIC:$:lS il may deem appropn:lle
10 luc:11conditions :lnd requircments.

Ankle 8, § -I, of the Tru~Ir.:C:shipt\L;rcemenl
g:1ve Ihe United St:1ICSpnwer 10 ncgullalc .:Inc.l
conclude Ircatie5 :1l11! allrec:menlS with odu:r
n:11101\Sun behalf uf 1111:C!-IMI.

TIle Cuve:n.:lnl 10 [!~t:1blbh .:I Cumcnunwo::lhh
of Ihe: Northern .\lanall:1 bl:ulIls in ruliUl::l1
Union wilh Ihe United SI:Ues. Puh.L "~~.H. IlQ
51.:11.:!.6l. (I'.1io) printed al ~:t U.S.C. ~ Inlli.
no Ie: (1ryll:!.l.I\'.IS;11'1'1'11"':..1 h~' :11:1 "I L.III::re~snil

[:!] But. plaintlff's merchandise W:lS ex­
eluded because it was determined to be a
product of Korea, not the CN~U. The
President has been delegated broad author­
ity under' section :0-1 to negotiate tcxule
restraint at;recments with other nations,
and to order the prornulgarion oi rl!;;'.lb·
ticns to carry out SUC!l :l;;rc\!!'!lc!\ls. Sec
Amc:-£ccw Association 0/ £.:portcr:; and
17ll.por~ers-Tt:=!iic c11ld ApJu::-c:l Grou» t'.

United States, 751 F.~d 1~:!!} (Fed.Cir.
191;;5;. P'Jr'SU:lOt to this authcriry, the
United States entered into an agreement
with Korea limiting imports oi textile prod­
ucts Irorn tbt country into the United
States, and the President ordered 19 C.F.R.
§ 12.130 promulgated to prevent the cir­
cumvention ana Irustration of such :lg'ree­
ments. See Exec. Order No. 1:!4i5, ~9
Fed.Reg. In!l55 (~by 11, l~S~). Plaintiff
does not question the President's authority
to negotiate such an agreement with Ko­
rea, or to order the promulgntion of section
1!!.1~0 to carry out such agreements. Sec
Mcu:tIndustries. Inc. /1. R"gnn. S CIT -,
596 F.Supp. l:lGj (l!.lS·H:American ASI;oci­
aiion. 0/ Exporters and Importcrs=Tcx-

Clte,,1 Ill: F.Sul"l" 41 ICtT 191161

"countries", and (3) the CN~lI is not 3 We and Apparel Group v. L...nitcd States,
country, but an insular possession in com- 751 F.2d l::m (Feu.Cir.!!)S5).
monwealth status with the United St.:llCS.IO
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IS. 19 1.:.5.C. § 1581(h) I'ro\'idcs Ih::1 thc Coun
~h:111h:lvc exclusive jurisdiction, of :lny eh iI
::lclian commenced 10 review. prior 10 the
impOn:llion nr thc soods in\·oh·cd. :I mlin;
issu.:rJ bv the $ceTl;I:1rvnf 1111:Trc:lsul'\', or :1
rcfu:;.::1I~ issuc nr ch::"!;!: ~uch :: rulini, rel:lI·
in!; to c1!\$S.ric:llion. \':llu:lllon, r::lc of dUIV,
m!\rkina;. restrictcd merch::ndise. entry r~.
4uircmems. ur::lwb:lcks. vL':\Sel rcp!\i~ ur "im·
il:lr m::ucr.;. hUI nnly i( the p!\rl~'commencin!;
Ihe I.'h'i! ;)clilln Jcmon~lr:llc!S 10 Ihe cnun Ih:l(
he wnulJ be irrcl":tr:lbly h:'ll'm.:u unless a.:h·cn
:111"I'rnnlllllt\' III "l-H:lln j II.!ici::I rC\'icw prlllr
III "lIl:h 11ll1,.. rl:l"'''I.

I';. Tit.: CUSlum:ol C...urt l:1ckcd 11"\\'.:r 10 ;;r:1nl
<':'lutI.,blc: rrlief. :anu .lccfar:llOry juJcm.:nls
'mllld in L·quil}'. ,llb~rla (;.u C::II:miclZls. /m:. I'.
OlllltlL'lltlml. 1I;! Cust.CI. ii, SIl, C.O • .!i'!l2, ~ti7
1:.Supp. 12-lS. 1~5~ (1979).

13. 211I1.S.C. § Z101 (1982) prn\'idc:s th::t "Iiln
Ihe C::lse"I .lc::u:l1 corurnversy wilhin us JUrisdic.
tiun ,., :IOVCllllrl IIf the Untied 51:111:5.•• m:lv
u.:c:brc thd rl!;hlS :lnd nlher 1.-&;:11rci:lllOnS (;r
:lny inlerc:;I~'d p:lrty ~eckinu sUe'h J~'C!:Ir::I'
lion .... -

,inec 19 eFR 12.tJO IS without staturnrv basis
::s appllcd to the in~ul::r posseesrcns 'of the:
(Jnllcd SI:tles. :1nci p:mic:ul:lrly to the Corn­
monwe:lhh of Ihc: Sonhern ~\:Jri:ln:1 Islands.
Jucs;menl i~ sought dcci:lrins $:lid rc;;ul:lliol'!,
::J..S amended. adopted, :lnd published nn
M:lrch 5. IQ85 at 50 Ft'd.Rc;. S72J-~5. con­
trarv 10 law and uncnforccahle in Ihe~e re­
'1pCCI5.

A::al::;:in~ the Dcclarmcry Judcment
Act, the Supreme Court h:!~been clear that
"[tllte requirements Ior a justiciable C:'SI! or
contrnvcrsy are no le~s strict in :l declnrn­
to::' juc:,;ml!nt proceeding thnn in any other
tYj'e of suit. . .• This court is without pow­
er to ~i\'e advisory opinions.... It hns
lon~ been its considered practice not to
decide ail$tr:ll:t. hyporhetical or ccntintrent
questions." Alabama Federation 0/ La­
bar I'• .I/r.,Ic!orlJ, :1~:'iU.S. -1:;0.~Gi, 6:; S.Ct.
l;)S":, l::~!'). 59 L.Ed. l';':!!i (1!)~5). The

considered its jurisdiction to issue deelara­
tory judgments under ~S U.S.C. § 1~3Hh)
(l~S!.!I,IS S((' 713 Fifll: Avenue Corp, t'.

United States, 7 CIT - (Slip Op. S~-3!Jl,
apparently there has been no judicial opin­
ion discussing the Court's authority to issue
declaratory [udcrnents under 28 U.S.C.
~ ~1j~::(cI{l1or::!S U.S.C. § ~:!Ol.

A~l'ct"m'·nls. purpon~ to permit ~ quanutv or
swearers, not to exceed iO.COO dmcn dunng
the peri ••d Sn\'cmbel' I, 195.1Ihrtlu;:h OClnacr
31. IQR~. In enter the UnitL"dSl:lIc~ withmu
::pplir:lllfl" of 19 CFR 1~.IJO. upon ccniric:I'
linn or Ihc Govcrnmenl nr Ih.: Ccmrnnnwealth
nf the Nnnhcrn Mnri:ln:1 Isl;'lnri~ pursuant In
ccrrinn ;0.1. ,\l:l'lcllllllr:l1 .kt tI( 1c;l56. :I~
amended, The prn\'binll i!l h·rm,·rl :10 "ar­
ranecrru-m" :In. I nnt :10 :la;rcc.:mcnl.
:!l\. Anv :lrr::nJ:l:mcnl Ill' ::~I'c.;mcnl pro.

DOlln,I"d ill' tho: E~c.:CUlivcDcp:ll'Iml'n!s oi rhc
Unilcd ~1:lICS::nd Ihe Cnmmnnwc.,hh nf the
Nnrthern .\I:lrl:1n:l 1'II:lnulOc:mnnt hc prcmi~cd
upnn <rf'lInn 10.1.'\j:rll:ultur:ll .\ct of 11,1:1'1. :l!'>
.,mcno ..d. 7 U.S.C. IliS.!. I\m' ~uch !\rr::nce·
ml.'nl .)1' :1I:rC'cmcnlJI'I':I /lilt ,,:nninrm 10 ~:lId
,cCII"n "lid c:lrc.·us Ihc pmwr dt:!,'t;:llcd
Ih,·n·jw tn Ihe 1!;o:..'clIlI\'eIl\' Ihe \,,"crcs~ "r
the (I""cd SI:lIe~ JlIucmc~t i~ soul!hi dcr!:lf'·
in)! Ihc I:I\\' in Ihe I'reml1cs.
J7. 1':1Cl:R 11.130 in 50 C:at' ::s iI purrons

10 limit the import::tion of prnducts IIf the
~orlhc:m M:ari:ln:l Isl:lnds hv c:rilcri:l nnl
e-nun.-j:ue-d hy Iha Congrc~s 'nf the United
Sl:lll'~ in (jo:ncr.11 1It::lunole 3(::). TSL'S. in the:
CO\'cn::nt 10 F.sI:lhli~h:ICommnnwc::hh of Ihe
Nonhc-rn M::Iri:ln:!.Isl:'IOus in roliliC::l1Uniul'!
wilh rhc Uniled 51:11~·~.:lnd in the kl!isl:ninn
P:l~Sl'rihv Ihl' CI10111'1:S5"ftill: United St:lIC:Sin
rUrlhcr:loc:c thcrclI(, is :I re;;uI:lIion bcwmd
the powrr of the E:tL'CUlivc 10 :ldopl. Jud~·
me"I i\ VlII~hl d"c:l;1l'In:; :In\' ,uc:h crileri:!.
I:nnl~:lrv In l:lw :mtl \,,.;.1.
.12. nle J.'lcrnlin:lIiUII nr Ihe CII\lnll'\' .,r

IIf1C," "1' Ihc ilnllllrl,'U Im'rrh:'lmlhe Ullll~ :he
haM~ 1'1 III CFR 11.1.30 1\ ,', \IIII':t1\' III I:lw.

Pl:lin:iff seems to request th;tl the Court
declare ull rn vires and valli (1) section
12.130(1'1) nn its (;\('e ;mci as applied (:1) to
plaintiffs merchandise: (bl to future ship'
rnents (){plaintiifs merchandise: and (e) to
"textile articles (rom" the C~ :\rI; and (~)
the notice 1)( the Chairman of the Commit­
tee for the Implementation oi Textile
A~r~f'ml'!1t!\. limit!n!:: to iO,OOOdozen the,
number I)f .,\\'I':1.t(,:-5 tbt mav be imported
f:IJ:ol the r~;)t1without application Qi sec­
,;on l:!.l:;O duriru; the period ~;n\'cmhc!" I,
l!!R'; to f)r~oher :n. 1!JS;'l,

P!:tintiff seeks relief under the Dt!c:.::-a·
tory JUr1!!mt!nt Act. :.!S C,S.C. § ~~Ol
{19S~1.1~ The Customs Courr Act of l::~O,
§ ~O1. es I:.S.C. § ~{j.t~k)m (l~(\:l, C::'C:U·

in~ tht> Cour; of International Trade, spe­
c:fic:lil~' 1!l'.1nreu the C,lurt :tuth"ri:y to "or­
der any '" form of relief that is apprcprl­
ate in a civil action, incinUinJ.:'," dl'cb:-:no·
ry juci~mp.nt!,." II Althoug-h the Court has
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swearers Ih:ll m:lv be Imponcd from GU:lm
without :lI'I"III.':1lion oC secuon 12.1.30 Jurinl;lhc:
"cr."..! is 160.0011. Ihc Jin,'I:II\'C lillulln\: <.:~.\1I
irnpons is Cllnll':!!,), In 1.1\\,.

.. 16. PlolinliCr ch31h:mics the directive nn lwn
grounds. First, il S:I~'SIh:1I till: 1!:t~'CUII\·C• .lOll
hi~ dc:I.::;c:e CIT.\. have no ,::ulhorllY under "IX'
lion 204. or ~ny nlht.-r 1:1\v.10 imllOS(: '1UOI:lS un
goods impurtc:d Irnm insul:lr pn~ions. s..'C.
and. pl.::illliff S:I~-S-Ih;ll-tlndcr-Ih.: ,CO\'1...n:1fI1 In -'7. 111': C'JIU1 ~nulJ ~ulI:.iJ.;r a mlllilln IIml.:!'
E::t.::blish:l Cummullwl.':lhh IICII,,: N,'nhl.'rn M:I' Rul.: 3q lie III.: Ilul.:,. ,.r Ihis Cuun if t,l:uulilf
rbn:l 1~I:1mlsin l'olili~1 Ullinn wilh lit.: Unll~od ,h",,"s il i5 ;If.Jv.:r'o('l\· ;lrr':!:I~.JUI' ilr:~l'I~'\'L-Jh\'
5I:1IC:$. ilnpul'lS (rfJm Ihl.'. C~MI :Ire -,"h!"CI I~' Ih.: <.:IT.\ Jir~\:li\'C. •
tho: ",,,.no: 11'1.':1lmcl\I ..lS IInl""'" I, ".., 1111:1111 •

:lrIicll.' nO)!.:), .lflLl Iholl ,ill!';c Ih .. ImuI!Jl'r "I'

The Court holds that General Headnote
:.lfa)n( the TSCS re~ubtcs finly duty paid
on imports Irorn insular possessions and
does not define the country of ori;;in of
merchandise imported from insular posses­
sions for all purposes; th:lt plaintiff's mer­
chandise was lawfully excluded pursuant to
section 1:.!.130(b) as :1 product of Korea:
and that pl:.lintiif lacks st;lndin::i to chnl­
len~e (1) section t:U:;O as applied to prod­
ucts of insular possessions and (:!) the
elTA directive.

Defendant's motion COf summary juJ~·
mcnt is ~"'.1nted. So ordered,

[·n Pl::lintiif also challenges reference
in section 1~.l30(b) to "products ,.. oC
insular possessions" and applicarion of the
regulation to "products" of the CNl\n.

An acticn under 2S U.S.C. § 15SlCi) may
be brought "by any person adversely :If·
fected or ag:;rieved by agency action with­
in the ntc:min~ of section 702 of titll! 5."
es U.S.C. § ~631(i) (l~'S2). But pbillliff
has not lllt.!;;~d that it is adversely ;1(fected
or :lg~rie\'ed by thl! regulation of products
of insular possessions, since plaintiffs mer­
chandise is :1 product of Korea and not the
product of an insular possession. The
Court may not issue :l declaratory jud~.
ment "ad, ..isiru; what the law would be on :l
hypothetical state of facts." Adnn LI/c
Ins. Co. of Hartford. Conn, t'. Htucorth,
300 U,S. 2:.!7. eu. 5; S.Ct. 461. 41i-l. 51
L.Ed. 617 (laS.).
[5] PbinliH also lacks standing, on the

present record, to challenge the directive of

n.:m FASIIIO~S CO.. LTD. v, t;SITED ST.\TES
cae...u: F.sul'!" ~I (CIT I~.'Ull

Court therefore will examine each issue the Chairman of the Committee for the
'with res pee: to which plaintiff requests de- Implementation of Textile Agreements
claratory judgment to determine whether it (CITA) to Customs, which permits iO,OOO
presents "3. real. substantial controversy dozen sweaters to be Imported from the
between parties having adverse legal inter- c~;.nwithout application of section 1~.130
ests, (and is] a dispute definite and con- during' the period November 1, 1954 to
crete. not hypothetical or abstract," Bab- October 31, 1~S5.1C Nothing in pllintiffs
bit v. United Farm Workers .\'f:~ioll:!!Un- complaint, or in its briefs on the pending
ion, 4.:~ U.S. ZS~, ~9S. 99 S.Ct. ~;;Ol. ~:OS, motions, alleged any (acts to indicate tfl:lt
GO L.Ed..~d S~5 (l~'j9i. plaintiff W:lS or would be adversely :l:f~ct·

Plaintiff concedes t!:::.t sec..c n 1~.!:onJ) ed or :l;;:;rie~'ed by the CiT;\ Jirec:.:','c,'7
validly regulates products oi "countries". The Court holds th:lt section 1~.1:0(b) is
The Court has decided th:lt ?bir.tiif's mer- valid as applied to pl:.!intiifs merchandise,
chandlse W:lS !:l\\,i':;!ly excluded pursucn; to and that pbintiif lacks s~nt.!ing to claim
section 12.1:;O(bl as :1 product of Korea, that ~he re:;ubtion is Invalid as applied to
Sec pages 4-15, supra, Thus the Cour; products of the C:-;M.l or to challenge the
has already held section 1~,130(b) valid as CIT). directive e~:ccpl:nJ;' 70.000 dozen
applied to plaintiff's merchandise. and, by sweaters imported from the CN~[!.
extension, future shipments of similar mer- m. Conclusionchandise.


