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REPORT TO THE PRESIDENT
U.S. Tariff Commission,
August 24, 1973
To the President:

In accordance with section 301(f) (1) and 301(f) (3) of the Trade
Expansion Act of 1962 (TEA) (76 Stat. 885), the U.S. Tariff Commission
herein reports the results of an investigation made under section 301(c)
(1) of the act.

On June’26, 1973, the Commission received a petition filed on
behalf of BGS Shoe Corp., Manchester, N.H., for a determimation of the
firm's eligibility to apply for adjustment assistance under the said
act. On July 3, 1973, the Commission instituted investigation No.
TEA-F-53 1/ to determine whether, as a result in major part of con-
cessions granted under-trade agreements, articles like or directly com-
petitive with footwear (of the types provided for in items 700.20,
700.43, 700.45, 700.53, and 700.55 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 investigation was published in the Federal
Register (38 F.R. 18415) on July 10, 1973. A public hearing was held
on July 27, 1973, when all interested parties were afforded opportunity

to be present, to produce evidence, and to be heard.

1/ On July 16, 1973, the Commission reported its findings on investi-
gation No. TEA-W-193 under sec. 301(c)(2) of the TEA with respect to
the workers and former workers of BGS Shoe Corp.



In addition to information that was presented at the public
hearing, information was also obtained principally by means of "field
investigations' including interviews with the former workers of BGS
.who had previously petitioned the Commission, with officials and

customers of BGS Shoe Corp., and from the Commission's files.

Finding of the Commission

On the basis of its investigation, the Commission finds (Chair-
man Bedell and Commissioner Moore dissenting) that articles like or
directly competitive with the footwear (of the types provided for in
items 700.20, 700.43, 700.L45, 700.53, and 700.55 of the Tariff Sched-
ules of the United States) produced by BGS ‘Shoe Corp., Manchester, New
Hampshire, 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 in-

Jury to such firm,
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Considerations Supporting the Commission's Findings

Views of Vice Chairman Parker and Commissioner Ablondi

The BGS Shoe Corp., Manchester, N.H., operated four establishments
in recent years, three producing footwear and one producing footwear
components. The only plant still in operation produces slush-molded
protective boots--for men, women, boys, children, and infants. Similar
Protective footwear was also produced at the Pittsfield, N.H. Division.
The Bee Bee Shoe Co. Division, of Manchester, N.H., produced
conventional women's dress and casual shoes, including women's fashion
boots (a type of dress footwear). The Pittsfield plant, mentioned
above, also performed stitching operations on the boots made at the
Bee Bee Division. The Trend'Tec Division, of Manchester, N.H., pro-
duced component parts which were used by BGS in the manufacture of
both dress and casual and protective footwear.

Our determination in this proceeding is in the negative because,
in our judgment, the statutory criteria have not been met.

With respect to protective slush-molded boots, we reaffirm our
earlier determination in the BGS Shoe Corp. worker investigation, that
articles like or directly competitive with protective footwear being
produced by BGS are not being imported in increased quantities and,
therefore, under the first statutory criterion a negative determina-
tion is required. 1/ Furthermore, production of these articles by

BGS has been profitable, production is expanding, and therefore

1/ See Footwear for Women and Protective Footwear for Men, Women,
Boys, and Infants, and Parts of Such Footwear: BGS Shoe Corp.,
Manchester, N.H., Report to the PFEsident on Worker Investgggtlon No.
TEA-W-193 . . -» TC Publication 592, July 1973,




increased imports of such footwear are not causing, or threatening
td-cause, serious injury to the firm.

With resbect fo BGS' production of women's dress and casual foot;
wear, we have made a negative determination because, in our judgment,
increased imports resulting from trade-agreement concessions of articles
like or directly competitive with the women's dress‘and casual shoes
produced by the BGS Shoe Corp., have not been the major factor causing,
ot threatening to cause serious injury to the firm.

Although imports of dress and casual footwear have undoubtedly
been a competitive factor, it is clear that other factors played a
more important role in the financial difficulties of the company and
in the cessation of production of women's dress and casual footwear.
These factors include the sudden decline in popularity of, and loss of
markets for , women's fashion boots and the failure of the firm to keep
pace with changing consumer demand and to shift rapidly to other foot-
wear styles for which demand was increasing.

The investigative report discloses that the firm had operated
successfully until mid-1972, when the market for fashion boots, par-
ticularly "stretch" boots, declined sharply because of the loss of
consumer popularity. The Bee Bee Division of BGS for several years
had been shifting increasingly to the production of '"stretch" fashion
boots. By 1971/72 about *** of its dress footwear sales consisted of
féshion boots. Sales of fashion boots, mostly '"stretch,'" increased
from ***  pairs, valued at *kk in fiscal 1967/68 to

*hk pairs, valued at *kx in 1971/72. However, with the



sudden loss in popularity and decline in demand for fashion boots in
1972, sales by BGS of such boots dropped in fiscal year 1972/73 to

*¥*%*  pairswith a value of * ok ok > a decline of *#%percent in
quantity and ***percent in value. Moreover, because of the decline in
demand in 1972, sales of such boots in fiscal 1972/73 were at reduced
prices--the average unit value of BGS' sales of fashion boots declined
from *** per pair in fiscal 1971/72 to =%* in fiscal 1972/73. 1In
addition, Mr. Arnold Cohen, former president, stated that BGS suffered
unusually high returns of such boots and was forced to make large write
downs in values of raw material, of work in process, and in inventories
of finished boots; he also stated that those factors combined with the
costs associated with the closing of the Pittsfield Plant led to the
firm's huge loss from operations in fiscal year 1972/73.

BGS also produced traditional styles of women's dress and casual
shoes. Such shoes had accounted for a large part of the Bee Bee
Division's sales. However in 1970 when stretch boots became
fashionable, sales by BGS of traditional dress and casual shoes

declined sharply as management concentrated its effort on the production

and sales of fashion boots, especially stretch boots. It is noteworthy

that the firm made a substantial profit in fiscal year 1971/72 despite

the fact that sales of the more traditional styles of dress and casual

shoes in that year were about *** percent below the level of such sales
in fiscal year 1967/68. The firm's financial difficulties which resulted

in the Chapter XI bankruptcy petition did not occur until the following

year (fiscal 1972/73) when the preciptious decline in demand for fashion
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boots took place while the firm was continuing to produce these boots in
volume. Because of its failure to keép abreast of changes in style,
sales declined and the firm incurred substantial losses not caused by
'imports. That failure to produce and market the styles which were in
demand was corroborated by many of the firm's customers in a comprehensive

and detailed survey of the firm's customers made by -the Commission's staff.

The financial data furnished the Commission by BGS showed
substantial differences in selling and administrative expenses

in fiscal year 1971/72 for the firm as a whole and its operating

divisions, a large part of which was not accounted for nor explained
by management.

We find that the loss of the market for fashion boots and manage-
ment's failure to keep abreast of style changes were the major factors
that caused the dec¢line in sales and the accompanying financial dif-
ficulties of BGS. The role of imports, although obviously a factor, was
not the major factor as required for an affirmative determination under
the Trade Expansion Act of 1962. Indeed the customer survey made by
the Commission's staff shows that of the relatively small percentage of
customers of the firm that shifted to imports, only a few indicated that
they did so because of price alone. More often, the shift was due to
style, quality, service, or a combination of those factors. The pre-
ponderance of the customers who reduced their purchases shifted to
dfher domestic sources or reduced their purchases for reasons unrelated
. to imports.

Based on the foregoing considerations, we have made a negative

determination.



Views of Commissioners Leonard and Yoqng ‘

Our determination in thls 1nvest1gat10n is 1n the ne gatlve because
the criteria established by section 301(0)(1) of the TradeﬁExI)ansion
Act of 1962 (TEA) have not been met .. Before an affirmative deter-
mination can be made, the Commission must find,that‘each of the fQIIOW«
ing conditions has been satisfied: |

(1) Articles like or directly competitive with
the footwear produced by the petitioning
firm are being imported in increased
quantities; '

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

(3) The petitioning firm is being seriously
injured or threatened with serious injury;
and

(4) The increased imports, resulting in major
part from trade-agreement concessions,
are the major factor causing or threaten-
ing to cause serious injury to the firm.

In the instant case,we find that condition (1) has not been
satisfied with respect to protective footwear, i.e., that the articles
like or directly competitive with the slush-molded protective footwear
produced by the Prevue Products Co. Division, Manchester and Pittsfield,
N.H., plants of the BGS Shoe Corp. are being imported in increased
quantities Ourdetermlnatlon is based on the follow1ng considerations.

e

Imports of protectlve footwear have remalned falrly constant during

the past ten years. Imports,‘whlch amounted to about 15 m11110n pairs

in 1962, averaged sllghtly under 13. mllllon palrs durlng 1963-72.



We also find that condition (2) has not been met with respect to

the other products of BGS, women's fashion boots and women's dress

and casual shoes, namely, that the increase in imports of footwear like
'or directly competitive with that produced by the Bee Bee Shoe Co.
Division, Manchester and Pittsfield, N.H., plants of BGS is the result
in major part of concessions granted under trade agreements. Our
reasoning in support of this determination is set forth in statements
of our views in earlier Commission investigations under the Trade

Expansion Act. 1/

1/ Commissioner Leonard's views are given in Nonrubber Footwear:
Report to the President on Investigation No. TEA-I-18 . . ., “TC Publi-
cation 359, January 1971, pp. 31-47, and Commissioner Young's views are
given in WOmen s Dress and _Casual Shoes. Duchess Footwear Corp., . .
Report to the President on "Firm Investigation No. TEA-F-39 and Worker

Investigation No. TEA-W-139 . . ., TC Publication 491, June 1972, pp.
11-25.

A ]




Dissenting Views of Chairman Bedell and Commissioner Moore

This investigation originated by reason of a petition filed by
BGS Shoe Corp., Manchester, N.H., for a determination of its eligibility
to apply for adjustment assistance under section 301(a)(l) of the
Trade'Expansion Act of 1962 (TEA). BGS has been in business since 1932
and over the years operated as many as eight plants, producing women's
dress and casual shoes as the principal product. In recent years the
firm operated four establishments, producing footwear or footwear com-
ponent parts. The only plant presently in operation produces slush-
molded protective-type boots--for men, women, boys, children, and infants.
The firm also produced two types of women's footwear: (1) Women's dress
and casual shoes, most éf which had uppers of vinyl and were constructed
by the cement process, retailing in the price range of $8 to $11 a
pair; and (2) women's fashion boots with uppers of polyurethane and of
leather, retailing, respectively, in the range of $10 to $15 and $18 to
$22 a pair. The firm also produced component parts for both conven-
tional and slush-molded footwear, all of which were used by BGS in the
manufacture of its footwear.

The Trade Expansion Act of 1962 establishes four criteria to be
met in order for an affirmative determination to be made in a firm
case. The criteria are as follows:

(1) An article like or directly competitive with an
article 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;
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(3) The petitioning 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 in causing, or threatening to
cause, the serious injury to the firm.

We find that each of the four criteria outlined above has been met;
hence we have made an affirmative determination. .OQur determination is

‘based on the following considerations.

Increased imports are a result in major part of trade-agreement
concessions

During the last decade foreign-made women's dress and casual

shoes have entered the U.S. market in rapidly increasing quantities.
Such imports increased from 67 million pairs in 1965 to 198 million
pairs in 1972--or by almost 300 percent. Imported women's dress and
casual shoes supplied less than 20 percent of the U.S. market in 1965;
however, by 1972 they supplied almost 50 percent of domestic consumption,
The women's dress and casual footwear produced by BGS was similar
in type, construction, and price to those involved in recent TEA
investigations conducted by the Commission. We concluded in those
investigations that, within the meaning of the statute, like or
directly competitive footwear was being imported in increased quantities
.:nd that increased imports were in major part the result of trade-
agreement concessions. Our considerations in suﬁport of those deter-
minations, which are equally applicable in the instant case, are set

forth in our opinions in earlier investigations involving women's

footwear. 1/

1/ Women's Dress and Casual Shoes: Duchess Footwear Cc Corp., Salem,

g§§ . Report to the President on Firm Investigation No. TEA-F-39 and

Worker Investigation No. TEA-W-139 . ., ., TC Publication 491, June 1972,
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The firm is being seriously injured

The financial condition of BGS has deteriorated materially as a
result of céhcession generated iﬁports. Three plants producing foot-
wear were closed in 1973 and only one plant is currently in operation.
The firm has‘been forced to discontinue production of women's dress and
casual shoes. and now produces pnly slush-molded boots. In addition,
the firm sustained a net operating loss of nearly in fiscal
year 1972/73 and, because of its precarious‘financial condition, filed
a chaﬁter XI bankruptcy petition in January 1973. Since April 27, 1973,
it has been operating under a bankruptcy arrangement approved by the
Federal District Court pursuant to the Federal ‘Bankruptcy #ct. Clearly,

the firm is suffering serious injury.
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Increased imports are the major factor causing the serious
injury to the firm

Since the early 1930'5, BGS produced predominately women's dress
and . casual footwear,‘at various plants in the United States. As noted
above, U.S. imports of such footwear have increased substantially in
recent years and the resultant penetration of the U.S. market achieved
‘by such imports has seriously injured BGS since its principal market
and customers were gradually lost to such imports.

Sales of women's dress and casual shoes by BGS, which had accounted
for more than * k& of its total sales in the early 1960's,
comprised only about .* * * of total sales in fiscal year 1967/68 and
less than . * * * in fiscal 1972/73. Sales of such footwear declined
from | * * * pairs in fiscal year 1967/68 to * ok ok pairs in
fiscal year 1972/73. The firm was forced to close its Marilyn Sandal -
Division in 1967, its Adina Footwear Division in 1968 and to sell its
Buskens Division in 1968.

In response to the challenge presented by concession-generated
imports, officials of BGS made every possible effort to stay abreast
of current market conditions and fashion changes. BGS tried to offset
import competition by intensive and continuing research and dfimfferts
bf its management to develop new products. The Prevue Products Co.
Division, which produces slush-molded boots, founded in 1966, was one
such effort. Another effort was BGS' expanéion of its output of stretch
boots in 1970 when such footwear became popular. Company officials

were aware that such boots were strictly a fashion fad for which the
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demand would disappear. ' BGS had the' choice of either producing stretch
boots or closing the Bee Bee factory: .1In 1972, the market for stretch
boots declined sharply, and BGS' sales:of such boots declined markedly.
It was forced to closé the Bee Bee factory in March 1973. A systematic
effort was made by the firm during that period to try to .find products
to replace stretch boots.' The' firm employed every effort to meet
both domestic and import competition. It developed and produced
sophisticated ihjection-molded heels and soles of various‘tyfes and
‘flow-molded uppers for its women's footwear. Despite BGS' best
efforts, however, the firm had been :so weakened by the loss of its
principal market due to the tidal wave of concession-generated imports
of dress and casual shoes that it could not obtain sufficient capital
to remain in business. As a result, BGS was forced into bankruptcy.
Evidence developed during the investigation reveals that the
reason BGS was unable to stay in business was due to the loss of its
customers who turned to the purchase of concession-generated imports

of women's dress and casual footwear.

Some may contend that the bankruptcy and serious injury experienced
by BGS was caused by a sudden drop in its sales of stretch boots owing

to a fashion change. We disagree. We believe the facts show clearly

that the company attempted to remain a viable corporate structure in
the face of the onslaught of concession-generated imports of women's
dress and casugl shoes. BGS merely took advantage of a fashion whim
when it produced stretch boots and saw it as a means of sur-

viving long enough to solve the problem of competition from imported

women's dress and casual footwear.
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We believe that, in providing adjustment assistance for firms and
workers under the provisions of the Trade Expansion Act of 1962,
Congress did not intend to deny relief merely because a firm tried
‘unsuccessfully to meet import competition, In this case, BGS should
not be denied adjustment assisténce merely because of its ability to
remain solvent for a few years longer than could be reasonably expected.

In light of the facts developed during the investigation, we
conclude that concession-generated increased imports are the major
factor causing serious injury to the BGS Shoe Corporation, Accordingly,

we have made an affirmative determination.



A-1
INFORMATION OBTAINED IN THE INVESTIGATION

Description of Articles Under Investigation

The BGS Shoe Corp., of Manchestef; N.H., has in recent years
operated four establishments produéing footwéar or footwear components.
The only plant now in operation, which is in Manchester, has produced
slush-molded protective’boots--for men, women, boys, children,
and infants--that currently retail in the range of $5 to $14 a pair.
Similar booﬁs had‘alsb Been prodﬁced at a plant in Pittsfield, N.H.
Another establishment in Manchester, prior to the cessation of
operations, proéuced two typés of women's footwear: (1) Women's dress
.and éésual shoés,vmost of which had ubpers of vinyl and were con-
structed by the cement process, retailing in the price range of $8
to $11 a pair, and (2) women's fashion boots with uppers of poly-
‘urethane and of leather, retailing, respectively, in the range of
$10 to $15 and $18 to $22 avpair. A fhird plant in Manchester pro-
duced component parts for bofh conventional and slush-molded footwear.
’Such parts included moétly nylon éhain zippers, some urethane unit

soles (resembling cork), styrene clogs and heeis, and a very few

styrene platforms and polyvinyl chloride unit soles. .All such com-
ponents except the zippers were produced by the injection-molded
process. None of the components were marketed, since they were all

used by BGS in the‘manufacture of footwear.
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Women's dress and casual footwear

The principal features of women's shoes that determine the occa-
sion or activity for which a particular pair is suitable--and thus the
trade designations such as '"dress,'" ''casual," and '"slippers''--are the
cut of the upéers, the style and height of the heels, the material |
used for the uppers, the kind of ornamentation, and the material and
construction of the sole. In general or commercial usage, however,
these‘descriptive terms for footwear may have varioug meanings. Some
of them are specifically defined for tariff purposes in the headnotes
(including the statistical headnotes) to subpart 1A of schedule 7 of
the Tariff Schedules of the United States Annotated (TSUSA). 1/

In terms of U.S. retail sales, so-called dress shoes (a term not
defined in the TSUSA) are more important than any other type of foot-
wear for women and misses. The term '"dress shoes," originally limited
only to shoes worn on formal occasions, is now used to describe foot-
wear of the types generally worn for street wear and for business and
social activities. Depending upon fashion designs, dress shoes may be
open- or closed-heel shoes with straps, laces, or tongues over the in-
step and may include high-heeled sandals with open toes, open heels,
and uppers of narrow strips of leather or other materials. Women's
shoes intended for formal wear and regarded as dress shoes are some-
times referred to as evening shoes, slippers, or sandals. The term
ndress shoes" does not include footwear especially made for athletic,
occupational, and leisure activities.

| The materials used for the uppers of dress shoes are usually

finer (i.e., less sturdy) than those of other types of footwear.

1/ For further discussion of these descriptive terms plus additional
information in regard to nonrubber footwear (e.g., factors affecting U.S.
consumption and marketing channels), see U.S. Tariff Commission, Non-
rubber Footwear: Report to the President on Investigation No. TEA-1-18

. TC Publication 359, 1971.




Uppers may be of calf, kid, or reptile leathers; of silk, rayon, linen,
satin, brocade, velvet, or metallic fabrics; or of supported vinyls or
other plastics.

Women's footwear for casual wear, not considered dress shoes, in-
cludes_certain sandals, wedge-heeled shoes, flats, clogs, loafers,
desert boots, moccasins, and sneakers. Casual shoes usually have a
lower heel than dress shoes and are constructed to withstand harder
wear.

The range of styles and quality of footwear increased greatly
during the 1960's as a result of new materials, technological develop-
ments in production, and new fashions in wearing apparel, and this
trend has continued into the 1970's.

Simultaneously, consumer interest in a wider variety of footwear
also increased, reflecting the changing age structure of the popula-
tion, increasing per capita income, and a growth in time for leisure
activities. Following these developments, the distinction between
dress and casual shoes and attire diminished. Women's footwear styles
began to fluctuate greatly as a result of frequent changes in women's
fashions.

For many years the principal type of dress shoe worn by women in
the United States was the classic pump--a closed-toe, closed-back,
slip-on shoe without fasteners, with lightweight soles, and with heels
of 2 inches or higher. With the advent of new fashions in wearing
apparel;the pump declined in popularity in the late 1960's. In 1967
the chunky style ("monster'") shoe appeared on the fashion scene and con-'

tinued to be very popular until 1968; the chunky style marked the
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beginning of a style revolution in women's footwear. In 1969 clogs
(open-back scuffs, usually with a platform sole) became a popular
fashion item, and they remain in vogue in 1973.

In the late 1960's,boots became fashionable, along with the mini-
ékirt and other new dress fashions, and continued to be popular through-
out 1970 and 1971. For many fashion-conscious women, boots replaced
shoes as the type of footwear they wore, on many occasions, and thus
somewhat diminished the demand for women's shoes. However, with the
switch by women to other types of wearing apparel, such as pants suits,
which did not complement boot designs, the market for boots diminished
in 1972.

The 1970's also began a period in which footwear designs took a
new direction owing to the changes in the length of women's dresses and
the increasing popularity of pants suits and flared trousers for women.
Double soles and wafersto l-inch or higher platforms 1/ and heels became
the main interest in shoe designs. New soling includes plantation
crepe, leather combinations, inside or concealed platforms, and wedges.
Bottom assemblies may be colored, painted, or sculptured. Materials
used in uppers range from leather of all types to the newest manmade
materials.

For several decades the principal method of attaching the outsoles
to women's shoes has been the cement process (the method used by BGS
Shoe on footwear produced at the Bee Bee Shoe Co. Division), whereby the
outsole (or midsole, if any) is affixed to the upper by an adhesive with-
out sewing. It is estimated that 80 percent of the total U.S. output of

women's shoes in recent years (and probably an even higher percentage of the

1/ A platform 1s a thick heel-sole combination used in some styles
of women's shoes.



domestic output of dress shoes) has been made by the cement process.
This process permits narrow edges on the outsole to give a trim ap-
pearance and produces a lighter and more flexible shoe than other
processes except the turn (or turned) process. In the turn process,
which is currently used in very minor degree in the United States to
produce dress shoes, 1/ the footwear is initially lasted inside out
and then turned right side out for the finishing operations.

The great bulk of women's imported dress and casual shoes are
entered under TSUS items 700.20, 700.43, 700.45, and 700.55. As ex-
plained briefly in the followiqg paragraphs, the footwear classifiable
under these four TSUS items varies with respect to materials, method
of construction, price line, and/or style.

Imports entered under TSUS items 700.43 and 700.45, which provide
for leather footwear having a foreign (export) value of not over $2.50
a pair, and over $2.50 a pair, respectively, consist predominantly of
women's footwear in a wide range of styles, types, and prices. In
terms of quantity, about half of the combined imports under these two
items in recent years have consisted of women's sandals having a re-
tail selling price of about $3 to $9 a pair. The remainder have prob-
ably consisted predominantly of women's cement-process dress shoes of
moderate prices (i.e., in the retail-price range of §8 to $20 a pair)
but have also included sturdy types with vulcanized or injection-
molded soles, lightweight slippers suitable principally for housewear,

and more expensive high-fashion types. Women's imported leather

1/ The turn process has been used in the United States in recent
years principally to produce footwear of the types reported in offi-
cial U.S. production statistics as slippers for housewear (SIC prod-
uct code 3142). Slippers are also produced by the cement nrocecs.



footwear made by the turn process and dutiable under TSUS item 700.20
does not differ significantly in appearance from the leather dress
shoes entered under items 700.43 and 700.45; the imports of turned
footwear under item 700.20 have been small.

Women's imported footwear with supported vinyl uppers, dutiable
under TSUS item 700.55, has in recent years consisted predominantly
of two groups: (1) Street shoes of sturdy construction, produced in
a single width for each particular length and for sale mostly at §3
to $6 a pair at self-service counters in variety stores, discount
stores, and department-store basements and (2) folding slippers and
sandals, usually selling at retail for less than $2 a pair. It is
believed that before 1970 only a negligible portion of the annual im-
ports of women's dress shoes and boots admitted under item 700.55
retailed at more than $10 a pair. It is estimated that, in the years
1971-72, imports of such footwear retailing at more than $10 a pair
(mostly just over that price) accounted for less than 10 percent of

the total imports.

Protective footwear

The automation of the slush-molding process has been the major
development in the production of protective footwear during the past
decade. In this process, which probably accounted: for more than half of
the domestic output of protective footwear in recent years, polyvinyl
chloride (PVC) in liquid form is poured into a heated mold; the
mold is then inverted so that the excess liquid is drained from the

mold. The PVC which adheres to the inside of the mold is kept



heated until it solidifies, after which the article is stripped from the
mold and completed. Imports of PVC footwear in recent years have been
relatively small.

The term "protective footwear' is generally used in this report
to refer to the types of footwear entered under TSUS items 700.51,
700.52; and 700.53. Such footwear consists of hunting boots, galoshes,
rainwear, and other footwear (including arctics and gaiters) designed
to be worn over, or in lieu of, other footwear as a protection against
water, oil, grease, chemicals, cold, or inclement weather. For such
types of footwear to be admitted under these three TSUS items, over
90 percent of the exterior surface area must be of rubber or plastics.l/
However, if imported footwear of this description has uppers of non-
molded construction formed by sewing the parts thereof together and
having exposed on the outer surface a substantial portion of functional
stitching--a type of construction used for some styles of boots--it is
admitted elsewhere, probably under item 700.55. Also, if boots of
molded vinyl construction with fabric or fur cuffs are imported, they
are admitted under item 700.60.

In the trade, footwear of the types provided for in the three
TSUS items 700.51, 700.52, and 700.53 is usually called 'waterproof
footwear." The term "waterproof footwear," however, is generally used
to refer not only to the footwear of rubber or plastics covered by
the three TSUS items, but also to footwear which is of similar styles

and uses but is of different construction or material. For example,

1/ For purposes of the tariff schedules, the term "rubber or plastics"
means rubber, plastics, or a combination of both (headnote 1 to pt. 12
of schedule 7). :



in the official production statistics published by the U.S. Department
of Commerce, the data on waterproof footwear (reported in SIC No. 3021)
include arctics and gaiters with fabric uppers and probably also fash-
ion boots of types not covered by the term 'protective" as used to
describe the articles in the TSUS items 700.51 to 700.53.

The imported footwear admitted under TSUS item 700.51 consists
of protective footwear of polyvinyl chloride, most of which footwear has
a dutiable value of about $1 per pair; in recent years, imports have
been small. The imported footwear admitted under TSUS item 700.52
consists of slipover rubbers having a dutiable value of less than §1
a pair; in recent years, such imports have accounted for less than
10 percent of the total imports of protective footwear. The great
bulk of the imports are admitted under TSUS item 700.53. Since the
boots made by BGS are lined either with polyester pile or with nylon
fleece laminated to polyurethane foam, footwear most similar to that which
they produce would be imported under this TSUS item. Boots supported
or lined with polyvinyl chloride enter under TSUS item 700.51; BGS did
not make such boots. Imports under TSUS item 700.53 consist princi-
pally of boots for hunting, fishing, and work and of»arctics. In 1972
the average dutiable value of the boots admitted under this TSUS item
was $1.49 a pair and of the other footwear (principally arctics),

$1.66 a pair.
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U.S. Tariff Treatment

Women's dress and casual footwear

In the Tariff Act of 1930, women's leather footwear of the type
produced at BGS Shoe was originally dutiable under paragraph 1530(e)
at 20 percent ad valorem. Such footwear is provided for in the TSUS,
which became effective on August 31, 1963, under items 700.43 and
700.45. The rate of duty was reduced for the first time effective
January 1, 1968, pursuant to concessions granted during the Kennedy
Round of negotiations. The current rate for item 700.43 is 15 per-
cent, and that for item 700.45 is 10 percent.

Prior to the Kennedy Round, the rate of duty on turn or turned
shoes (now provided for under TSUS item 700.20) was first reduced on
January 1, 1932, from 20 percent ad valorem to 10 percent, pursuant
to section 336 of the Tariff Act of 1930. The 10-perc’ent rate, which
was bound against increase in a concession granted to Switzerland,
effective February 15, 1936, was reduced to 5 percent pursuant to a
concession, effective May 30, 195‘0, granted under the General Agree-
ment on Tariffs and Trade (GATT). The current rate for item 700.20
is 2.5 percent.

Supported vinyl was not used for uppers until the late 1940's or

early 1950's. Prior to the effective date of the TSUS, imports of
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women's supported-vinyl-upper footwear, which were dutiable under
various provisions of the Tariff Act, were classified principally--
(1) By similitude, at the rate of 20 percent ad valorem
applicable to leather footwear provided for in
paragraph 1530(e). 1/
(2) Under paragraph 1537(b) as articles in chief value
of rubber, at the trade-agreement rate of 12.5 per-
cent ad valorem where the soles were of india rubber
and constituted the chief value of the footwear in
question.
(3) Under paragraph 1539(b) at the reduced rate of
21 cents per pound plus 17 percent ad valorem

where the footwear was in chief value of a product
having a synthetic resin as the chief binding agent.

In the TSUS a rate of 12.5 percent ad valorem was established for
item 700.55 as the trade-agreement rate to replace the wide range of
rates previously applicable to the various types of footwear provided
for in this item. 2/ The current rate on footwear with supported-vinyl
uppers is 6 percent ad valorem.

Table 1 in the appendix shows the reductions in rates of duty
resulting from trade-agreement concessions granted under the GATT
for footwear of the types now dutiable under items 700.20, 700.43,
700.45, and 700.55. Tables 2 through 4 show U.S. imports of women's

shoes admitted under the TSUS items mentioned above and the appli-

cable rates of duty.

1/ The principal kinds of footwear with supported vinyl uppers now
being imported (i.e., those with soles of vinyl or other plastics) would
have been dutiable by virtue of the similitude provision at a rate of
20 percent ad valorem.

2/ The column 2 rate of duty for item 700.55 is 35 percent.
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Protective footwear

Imported protective rubber footwear, consisting of boots, arctics,
gaiters, and slipover rubbers, was directly classifiable for tariff
purposes in paragraph 1537(b) of the original schedules of the Tariff
Act of 1930 only if it was "wholly or in chief value of india rubber."
Similar imported articles of synthetic rubber or of plastics were not
of commercial significance until the 1950's. The President, acting on
the basis of an investigafion made by the Tariff Commission under sec-
tion 336 of the 1930 Tariff Act, increased the duty on such footwear
"in chief value of india rubber" by changing the basis for assessing
the original statutory rate (25 percent ad valorem) from foreign (or
export) value to the "American selling price'" (as defined in sec. 402(g)
of the 1930 act) of like or similar articles produced in the United
States (T.D. 46158, effective March 3, 1933).

From 1933 until about 1959 virtually all U.S. imports of protec-
tive footwear were made of india (natural) rubber and were subject to
the American selling price (ASP) basis of valuation. Pursuant to a
trade-agreement concession granted by the United States under the
GATT, the rate of duty applicable to such protective footwear (i.e.,

if wholly or in chief value of india rubber) valued at more than
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$6 per dozen pairs was reduced on April 21, 1948. This concession
provided a specific‘duty of $1.50 per dozen pairs for footwear valued

.at more than $6 but less than $12 per dozen pairs and an ad valorem

rate of 12.5 percent of the ASP on more expensive footwear. During

the effective period of the concession--April 21, 1948, to

September 9, 1955--most of the imports were dutiablé at 12.5 percent

of the ASP. Pursuant to another GATT concession, effective September 10,
1955, the rate on all protective footwear of natural rubber, regardless
of unit value, became 12.5 percent of the ASP.

When protective footwear made of plastics and that made of syn-
thetic rubber began to be imported in about 1959, the Treasury Depart-
ment ruled that such footwear, by virtue of the similitude provision
in paragraph 1559(a), was classifiable as protective footwear of natural
rubber under paragraph 1537(b) and therefore dutiable at 12.5 percent
ad valorem but was not subject to the ASP basis of valuation. 1/

The new tariff schedules that became effective on August 31, 1963
(the TSUS), reflected the tariff treatment resulting from the Treasury

Department rulings. In the Second Supplemental Report to the Tariff

Classification Study,issued June 29, 1962, the Tariff Commission com-
mented on the two methods of valuation applicable to protective foot-

wear as follows:

1/ The ruling with respect to plastic footwear was issued June 29,
1959 (T.D. 54885(9)); the ruling on synthetic rubber footwear was
issued on Feb. 12, 1962 (T.D. 55563(12)); and both rulings were
affirmed on July 17, 1962 (T.D. 55663(5)).
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The distinctions made under existing law with respect to
the valuation of this footwear are technical<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>