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REPORT TO THE PRESIDENT

U.S. Tariff Commission,
August 7, 1972.

To the President:

In accordance with section 301(f)(1l) of the Trade Expansion Act
(TEA) of 1962 (76 stat. 885), the U.S. Tariff Commission herein reports
the results of an investigation made under section 301(c)(1)} of that
act.

On June 8, 1972, the Commiésion received a petition filed on be-
half of J. Rudolph, Inc., New York, N.Y., for a determination of the
firm's eligibility to apply for adjustment assistance. Accordingly,
on June 19, 1972, the U.S. Tariff Commission instituted an investiga-
tion (TEA-F-L1) to determine whether, as a result in major part of con-
cessions granted under trade agreements, articles like or directly
competitive with vinyl handbags (of the types provided for in item
706.60 of the Tariff Schedules of the United States (TSUS)) produced by
the aforementioned firm are being imported into the United States in
such increased quantities as to cause, or threaten to cause, serious
injury to such firm.

Public notice of the receipt of the petition and institution of the

investigation was published in the Federal Register of June 23, 1972

(37 F.R. 12428). No public hearing was requested and none was held.
The information in this report was obtained from responses to
questionnaires sent to producers and importers, from former and current
customers of the petitioner, from fieldwork, from official statistics,

and from the Commission's files.



Finding of the Commissicn

On the basis of its investigation, the Commission i/ finds
unasnimously that articles like or directly competitive with vinyl
handbags produced by J. Rudolph, Inc., New York, N.Y., are not, as
a result in major part of concessions granted under trade agreements,
being imported into the United States in such increased quantities as

to cause, or threaten to cause, serious injury to that firm.

1/ Commissioner Eblondi did not participate in the decision.
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Views of Chéirman Be&eli, Vice Chairman Parker,
and Commissioner Moore

This investigation relates to a petition filed on behalf of J.
Rudolph, Inc., for a determination under section 301(c) (1) of the Trade
Expansion Act of 1962 of the eligibility of that firm to apply for ad-
justment assistance. |

Section 301(c) (1) of the Trade Expansion Act of 1962 establishes four
criteria, each of which has to be met for the Commission to make an affirm-
ative determination in a firm case. These criteria are as follows:

(1) Articles like or directly competitive with those produced
by the firm must be imported in increased quantities;

(2) The increased imports must be a result in major part of
concessions granted under trade agreements;

(3) The firm must be seriously injured or threatened with
serious injury; and

(4) The increased imports resulting in major part from trade-
agreement concessions must be the major factor causing or
threatening to cause serious injury to the firm in question.

If any one of the abowe criteria is not met, we must make a negative

determination. In our judgment, criterion (4) has not been met in the
instant case; namely, the increased imports of articles like or directly
competitive with the vinyl handbags produced by J. Rudolph, Inc., have
not been the major factor causing or threatening to cause serious injury
to the firm. Under the circumstances, we are not required to reach a
conclusion respecting the other criteria, and we have not done so.

J. Rudolph, Inc., a domestic manufacturer of ladies' handbags since

1945, has produced vinyl handbags in recent years. The line of handbags

currently produced by the firm encompasses 43 styles which sell at retail



in the range of §7 to §28; most of .the styles are priced in the low end

i

£t

)

at price range, and the average retail price is % % %. The ocutput.of

he firm is produced on order and is sold to more than ¥ % retailers.

(a3

Handbags are made in innumerable styles and colors from a variety
of materials. In recent years handbags of plastics have accounted for more
than half, and perhaps as mueh as three-fourths, of the handbags marketed
in the United States. Most of the remainder have been of leather. Hand-
bags of other materials have accounted for only a small part of the domestic
market. Generally, handbags of plastics are less expensive than those
of leather. However, sales of both leather handbags and those of syn-
thetic méteriais occur within the price range of the handbags produced
by J. Rudolph.

Like most other articles of women's apparel and accessories, handbags
are subject to rapid changes in fashions; such'changes not only affect
individual styles but alsc influence aggregate demand for handbags.

During the period 1964-68, both U.S. consumption and producers' shipments
of handbags steadily increased. Consumption decreased appreciably in
1870, however, and remained at a lower level in 1971, reflecting in part
a change in fashion, wherein many women used a single type of handbag |
{the "hobo" bag) for most occasions rather than having several bags.

-S. consumption of handbags was valued at about $390 million

in 1568 and 1969, but then dropped to $340 million both in 1970 and in
1871, U.S. producers' shipments followed the same trend. Sales of hand-
bags by J. Rudolph, Inc., however, were generally % % % from 1968 througt.

T 0o

1770~~a period during which the value of imports increased by nearly 15



percent and that of shipments of domestic producers dropped by nearly
15 percent. While domestic shipments of handbags (vinyl and leather)
declined in 1971, imports of vinyl handbags also declined and those of
leather rose only slightly. During the same year the value of sales by
Rudolph droppedv% % %, This decline in value of sales by the firm thus
appears not to have been caused by sales of imported handbags.
' U.S. imports of handbags have increased in recent years, rising from
$58 million (15 percent of U.S. consumption) in 1968 to $70 million (an
estimated 20 percent of consumption) in 1971. However, imports of hand-
bags of plastics--the type most similar to the vinyl handbags produced by
- J. Rudolph--have declined slightly in both volume and value after reach-
ing a peak in 1969. Imports of such handbags amounted to 37 million,
valued at $30 million, in 1971, compared with imports of 40 million, valued
at $31 million, in 1968. Much of the increase in aggregate imports of hand-
bags resulted from larger entries of leather handbags; a substantial share
of the imported leather handbags, however, sell in the U.S. market at
prices much higher than the prices of handbags made by J. Rudolph.
Officials of J. Rudolph, Inc., stated that, except for changes re-
flecting style trends, their product line remained basically unchanged in
recent years. However, the average unit value of handbags sold by the firm
more than doubled in the period 1967-71, the average retail price-increasing
from % % %. Data obtained from a sample of other domestic producers
indicate that the average unit value of handbags sold by them in this
period increased only 30 percent. Thus, the prices charged by J. Rudolph

for their handbags appear to have been increased far more than handbag



prices generally. # % ¥%

The principal customers of J. Rudolph gave a number of reasons for
reducing their purchases from the firm. More than half of those con-
tacted stated that Rudolph had increased the price of its handbags so
sharply as to price them out of the retail price line usually marketed
by the customer; some stated that the styles produced by the company
were no longer acceptable. Although a number of customers greatly re-
duced their purchases from the firm in 1971, none of the customers con-
tacted by the Commission stated that their purchases from J. Rudolph had
been displaced by imports.

Although imports of handbags have supplied an increasing share of the
U.S. market in recent years and the handbags produced by J. Rudolph, Inc.,
have faced increasing competition from such imports, we must conclude that
the difficulties experienced by the firm have arisen principally from
factors other than impbrt competition. Most domestic-handbag-producers that
furnished information to the Commission during this investigation in-
creased their prices less sharply than J. Rudolph and substantially
maintained their volume of sales throughout the 1967-71 period. There is
no evidence to show that J. Rudolph has been more vulnerable to import
competition than other domestic producers. We must conclude, therefore,
that increased imports are not the major factor causing or threatening
to cause the alleged serious injury to J. Rudolph, Inc., within the mean-

ing of the Trade Expansion Act of 1962.
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Views of Commissioners Leonard and Young

Our determination in this investigation is in the negative because
all of the criteria imposed by the Trade Expansion Act of 1962 (TEA) for
an affirmative determination have not been satisfied. A negative deter-
mination is necessary if any one of the following four criteria is not
met:

(1) Articles like or cdirectly competitive with handbags pro-

duced by the firm are being imported in increased quan-
tities;

(2) The increased imports are a result in major part of con-
cessions granted under trade agreements;

(3) The petitioning firm producing the like or directly
competitive product is being seriously injured or
threatened with serious injury;

(4) The increased imports resulting in major part from

trade-agreement concessions are the major factor
causing or threatening to cause serious injury.

In the case at hand, we have determined that the second criterion
has not been satisfied. As indicated below, the facts developed in
this investigation do not indicate that the increased U.S. imports of
handbags are the result in major part of concessions granted under
trade agreements. Because the facts do not satisfy this criterion, it
is not necessary for us to make a determination with respeet to the-
others.

This investigation has been conducted in response to a petition
filed by J. Rudolph, Inc., of Easton, Pennsylvania, for a determination
of its eligibility to apply for adjustment assistance under the Trade

Expansion Act of 1962. Since the company went into business, it has

always manufactured only one product, ladies vinyl (plastic) handbags.



In recent years total imports of handbags have increased. Handbags
of leather and those of plastics comprise the bulk of all imported hand-
bags. The number of plastic handbags is three times as iarge as the num-
‘ber of leather handbags imported. The present duty on plastic handbags

is the same rate as that which was applicable in 1948. Imports of
plastic handbags rose from less than 300,000 units in 1958 to about 40

million in 1969 without any reduction in duty. This increase was mani-
festly attributable to factors other than tariff reductions, since
none became effective during that period.

The rate on leather handbags was 20 percent ad valorem in 1948 and
remained the same until 1968 when it was reduced two percentage points
per year for five years to 10 percent ad valorem. Imports of
leather handbags increased from less than 100,000 in 1948 to almost four
million bags in 1967, during which time the level of duty was unchanged
at 20 percent ad valorem. During the first two years of Kennedy Round
duty reductions imports continued to increase but at a much lower rate
than prevailed during the previous 2 years. Little cause and effect
~ relationship is apparent between imports in these years and duty reductions.
In 1970 imports of leather bags almost doubled. Most of the increase
came from Spain and Hong Kong, countries from which the imports have a
relatively low unit value. As opposed to the sharp increase in 1970,

the percentagé increase in 1971 was the smallest in over 10 years.
In analyzing the reason for the sharp rise in imports in 1970, it
is noted that the 1970 price of the bags (average unit value--before

duty) from Spain fell nearly 15 percent and that from Hong Kong fell



about 17 percent compared with 196S. The low unit value reflected a
fashion among ycung peeple for z rustic leather bag of simple construction.
This was a more important explanation of the increase in imports than
the small duty reduction, of 2 percent ad valorem in 1970 and of only

6 percent in 1968-70 altogether.

A major consideration affecting imports, quite unrelated to trade-
agreement concessions, is the differential between domestic and foreign
wage rates, especially in Spain and Hong Kong which gives foreign pro-
ducers a competitive advantage.

Taking all of the foregeing factors into account, we have concluded
that the increase in U.S. imports of handbags is not a result in major

part of concessions granted under trade agreements.
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INFORMATION OBTAINED IN THE INVESTIGATION
Description of Articles Under Investigation

J. Rudolph, Inc., is a manufacturer of ladies' handbags. Handbags
produced by this concern are made of vinyl material closely resembling
leather; currently they range in price from - S each at whole-
sale and from $7 to $28 at retail.

As used herein, the term "handbags" includes pocketbooks, purses,
shoulder bags, clutch bags, and all similar articles customarily car-
ried by women and girls. It excludes luggage, shopping bags, and flat
goods, i.e., articles designed to be carried on the person, such as
billfolds and coin purses.

Handbags, being fashion items, are made in a variety of styles and
materials which can change from year to year. They are made principally
from leather and plastics, but also from rattan, willow, bamboo, and
other unspun fibrous materials and from fabrics, beads, wood, metal,
and other materials.

qLeathers utilized in the production of handbags are predominantly
calf and cowhide; goat, pig, lamb, seal, alligator, snake, lizard, and
turtle leathers are also used. Synthetics compare favorably with
genuine leathers in versatility and variety. Although leather still
sets the fashion, the prestige of plastics has risen in recent years,
and reproductions of almost every grain and type of leather can be
created. Leathers and plastics can also be grained to resemble cloth--
the most popular finishes are linen, straw, and polished.

Sales of both leather handbags and handbags of synthetic materials

occur within the price ranges of the handbags produced by J. Rudolph.
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However, a handbag of leather willvusually sell at a higher price than
a similarly styled one of plastics. In recent years, handbags of
plastics have accounted for more than half, and perhaps as much as
three-fourths, of the handbags marketed in the United States, and those
of leather, for most of the remainder. Handbags of other materials
nave pfobably accounted for an insignificant part of domestic sales.

The prices of handbags cover a wilde range, depending on size and
construction as well as kind of material. Vinyl handbags for children
are sold for as little as 59 cents each at retail, and leather handbags
without linings or fastenings (hobo bags), for as little as $1. Ladies'
handbags with linings and fastenings are usually sold for 3L to $iO each

if of vinyl, and for $10 to $30 if of leather.

U.S. Tariff Treatment

During the period before the Tariff Schedules of the United States
(TSUS) became effective, handbags made of plastics were not specifically
provided for and were generally dutiable, by virtue of the similitude
provisions of paragraph 1559 of the Tariff Act of 1930, at a rate
provided for leather (except reptile) handbags in paragraph 1531. 1/
In a trade agreement with the United Kingdom effective January 1, 1939,
the rate applicable to leather handbags (and by similitude to plastic

handbags) was reduced from 35 percent to 25 percent ad valorem; it was

I/ Various types of plastics, including vinyl, were not used for hand-
bags until the early to mid-1910's. Owing to Government restrictions on
the use of calfskin and certain other leathers during World War II, the
use of plastics and other materials increased in importance.
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further reduceu to 20 percent pursuant to a concession granted in the
General Agreement on Tariffs and Trade effective January 1, 19,8.

in the TSUS, which became effective on August 31, 1963, separate
provisions were made rfor handbags of plastics and those of leather.
Handbags of plastics were provided for in TSUS item 706.60 at a rate of

- 20 percent ad ﬁalorenl at that time. This is the current rate as no
further reduction has been made. Handbags of. leather (except reptile),
‘were provided for in TSUS item 706.08 at a rate of 20 percent ad valorem.
Pursuant to concessions granted in the Kennedy Round, the rate applicable
to leather handbags (except reptile} was reduced from 20 percent to 10
percent ad valorem in five annual stages, the last of which became ef-
fective January 1, 1972 (table 1).

Handbégs of reptile leather and those not of leather or vinyl are
dutiable at various rates, ranging from 6.5 percent to 25 percent ad
Valorem; depending oﬁ the material of which they are made. The rates
on such articles, with few exceptions (principally handbags of beads,
spangles, bugles, or imitation gem stones}, were reduced 50 percent by
stages in 1968-72 pursuant to concessions in the Kennedy Round of trade
negotiations (table 2).

All handbags were subject to the supplemental duty of 10 percent

ad valorem imposed from August 16 to December 19, 1971.

U.S. Consumption
The value of U.S. consumption of handbags decreased from $300 mil-
lion in 1964 to $292 million in 1965 and then rose steadily to $391 mil-

lion in 1968. Tt then dropped to $3L0 million in 1970 and is believed
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" t0 have remained at about that amount in 1971 (table 3). In terms of
quantity, the consumption of handbags in 1967 (the latest year for which
data are available) amounted to 121.6 million'units, of which 87.5 mil-
lion were of plastics, 19.1 million of leather, and'lSEO‘million of
other materials, principally those containing beads or syﬁthetic gem
stones.(table ). The total gquantity was about 10 percent larger in
1947 than in 1963, It is believed to have since declined as the value
~f shipments has declined and unit values have risen.

Beginning about 1969 it became accepted fashion for women to use a
single, casual type of bag--comprising so-called hobo bags and those
nade of suede, denim (jean), and so forth--for most occasions rather
than to buy a different bag for each occasion. The decline in consump-
tion in 1969 and 1970 and the stable consumption in 1971 in part reflect

this fashion trend.

U.S. Producers

As reported in the 1967 Census of Manufactures, there were L96
establishments, with 2L,000 employees, principally in New York City and
vicinity, engaged in the manufacture of handbags. Although the number
of employees was about the same as in 1963, the number of establishments
in 1967 was 10 percent less than in 1963. About 70 establishments,
each with 100 or more workers, accounted for two-thirds of the total
employment in both years. Since 1967, employment in the industry, as
will be shown later, has declined, and there is believed to have been

s reduction in the number of establishments.
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U.S. Producers' Shipments and Exports

The value of producers' shipments of handbags declined from $277
riillion in 196l to $261 million in 1965, rose annually to $336 million
in 1968, and then declined to $276 million in 1970 and to an estimated
3271 million in 1971 (table 3). Between two-thirds and three-fourths of
7,5, production has consisted of handbags of plastics, and a major part
¢i the remainder, of handbags of leather.

In the 1967 Census of Manufactures, quantity data on shipments of
handbags by U.S. producers were reported only for shipments valued at
$26L.3 million, which was 85 percent of the value of total shipments.

Gf the total quantity reported (82.2 million units}, 60.2 million units,
with a value of $147.L million, were made of plastics; 15.4 million
units, valued at $93.6 million, were of leather; and 6.6 million, valued
at $23.3 million, were of other materials (fabric, beads, spangles, and
so forth). l/ The number of handbags shipped that was reported for |
1967 was smaller than that reported for 1963; the decline resulted prin-
cipally from a drOp in the number of plastic handbags shipped (from 71
million in 1963 to €0 million in 1967) and a decline in the number of
handbags of materials other than leather or plastics (from 10.3 million
units in 1963 to 6.6 million in 1967) (table 5). More recent quantity
data on U.S. producers' shipments by types of materials are not available.
There is believed to be little, if any, domestic production of handbags

of unspun fibrous vegetable materials (items 706.10 through 706.1L),

1/ The composition of the remainder of the shipments, for which no
quantity data were reported, is unknown.
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beaded bags (item 706.L0), or the so-called straw or polyvinyl-chloride-
coated rattan bags (item 706.6020).

During the period 196L-71, U.S. exports of handbags followed an
uneven pattern. They were valued at about $3 million in 196l and then
averaged slightly under $2.5 million annually until they again rose to
nearly}$3 million in 1968. Exports then rapidly declined during the
next 3 years to slightly over $1 million in 1971. In 1971 Canada was
the principal export market; other important markets included Mexico,

Panama, Jamaica, and the Netherlands Antilles (tables 3 and 6).

U.S. Imports

Aggregate trends

Complete statistical data are not available on aggregate U.S. im-
ports of handbags in terms of quantity. }/ It is estimated, however,
that total U.S. imports of handbags increased from about 1L million
units in 1963, when they accounted for about 13 percent of consumption,
to LO million units in 1967, when they accounted for 33 percent, and
that they increased further to a range of 55 million to 58 million units
a year in 1968-71, when’they accounted for about LO percent of consump-

ticn. g/

i/ Quantity data are not reported for several items in the Tariff
Sc hedulec of the United States (TSUSA). Others include luggage, flat
'0o0ds, and handbags; for these, imports of handbags must be estimated.
2/ Data on U.S. producers' shipments for 1963 and 1967, in terms of
types of materials of handbags, include only about 90 percent of
total shipments in 1963 and about 85 percent in 1967; to that extent
data on U.S. consumption are also understated.

f‘4
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In terms of value, U.S5. imports of handbags increased annually,
ir 196l to an estimated $70 million in

consumption supplied by all imported

percent in 196l to 20 percent in

1971 (table 3}.

The averags forelgn unit value of imports in 1971 of handbags of

leather and of plastics renged from less than 50 cents each to more
;than $15.00 each, with the bulk of the imports having values of over
50 cents each but not over &2 =ach,

| The following table, based on a partial analysis of Bureau of the
Census line entries for January and April 1972, shows the percentage
distribution, by average foreign unit value, of the number of leather
and plastic handbags im?orted.
Handbags of leather and plastic

c32
ported, by brackets of averags foreign unit value, January and April

1972

Percentage distribution of number im-

f Leather f Plastics
Average foreign unit value | -~ ~ -

. January | April | January | April
$0.50 or lesSSemmmemmmmc e e s - -2 28 = L5
$ .51 10 PL.O0=mmmmmm e : 2l ¢ 28 51 19
31.01 t0 $2.00=mmmmmmmmme : 53 : Liy - 19 ¢ 28
$2.01 to $3.00mmmmmmm e : 3 9 : 2 2 3
$3.01 to $L.00=mmmmm : 7z T -3 L
3L.01 to $5.00===—cmmmue m——————— 2 L s 7 2 - : -
$5.01 to $6.00~=—mmmmmme : 2 2 1 - : 1
$6.01 to $8.00~~mmmn ————— ———— : Lo Lo: - -
$8.01L to $10.00-cm e : 2 1. - -
$10.01 to $15.00=——mmmem ———————— : 1 1 - -
$15.01 and over-——-——mmmemcme— e : - 2 1 s - -

Totale—mem e : 100 = 100 - 100 100

Source: Compiled from a sample analysis covering 10 percent of tota
line entries (about 200) reflecting U.S. imports of handbags of leathe
and plastics in January and April 1972,

5
L
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Composition

Based on estimated quantities for 1971, two-thirds of the imported
handbags were of plastics, cne-fifth were of leather, and the remainder
were nearly all of materials containing beads, spangles, and so forth
or of cotton or other textiles. In 1967 the share of total imports sup-
plied by plastic handbags was about the same as in 1971, but that sup-
plied by leather handbags was only about one-tenth, and that by bags of

other materials, about one-fifth.

Handbags of leather

Tn 1971, handbags of leather (except reptile leather) accounted for
about L3 percent of aggregate handbag imports. The share of apparent
U.S. consumptidn of handbags supplied by imported 1ea£her handbags (in
terms of value} increased annually from 2 percent in 196l to about 9
percent in 1971.

Imports of leather handbags increased irregularly from an estimated
1.6 million units in 1963 to 3.9 million in 1967, after which they in-
creased annually to 11.1 million in 1971. A majority of the imports
sre obtained from Hong Kong, Spain, and Italy (table 7). A substantial
propertion of the imports from Hong Kong and Spain and about one-fourth
of the total from all sourceé consist of articles valued abroad at 50
cents to $1 each. Most of the remainder of imports from Hong Kong and
Spain and sbout half of those from all sources consist of articles

valued at $1 to $2 each. These are largely unlined leather bags,

0Q

enerally of suede, without fastenings or other leather parts, which are
sold, usually at $6 each or less, in chain and discount stores, on bar-

gain counters, or in department-store basements. Italy, the principal
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percent of them are purchased abroad for less than 50 cents each and
consist of children's handbags, sﬁraws, and imitation leather handbags
of cheap construction which are sold by importers for less than $1 and.
distributed at retail in variety stores at prices rangihg from'59 cents
to $2 each. The remainder, including imports from Japan, Italy and
Spain, consist almost entirely of articles purchased abroad for more
than 50 cents but not more than $2 each. Most of these are straws and
imitation leather handbags (largely copies of domestic styles) which
afe widely sold at retail at $2 to $6 each in shoe stores, in discount
and chain stores, on bargain counters, or in department-store basements.
Until about 5 or 6 years ago the summer straw bag accounted for
the largest share of imports under item 706.6020. Beginning in the
mid-1960's, however, producefs in the Far East began to export in-
creasing quantities of ladies' handbags of plastics, most of which
were inexpensive relative to handbags of other materials, to the U.S.
market. This trend has continued and, in conjunction with a fashion
change away from straws, has in recent years léd to the increased
importance of bags of plastics in the composition of U.S. consumption.
Imported handbags of materials other than leat<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>