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REPORT TO THE PRESIDENT

U.S. Tariff Commission,
September 30, 1974.

To the President:

In accordance with section 301 of the Trade Expansion Act of 1962
(TEA) (19 U.S.C. 1901), the U.S. Tariff Commission herein reports the
results of investigation No. TEA-W-241 made under section 301(c)(2) of
the act to determine whether, as a result in major part of concessions
granted under trade agreements, articles like or directly competitive
with footwear for women, misses, and children (of the types provided
for in item 700.55 of the Tariff Schedules of the United States (TSUS))
produced by Escalade, Inc., New York, N.Y., are being impofted into
the United States in such increased quantities as to cause, or
threaten to cause, the unemploymeni or underemployment of a signifi-
cant number or proportion of the workers of such firm or an appropriate
subdivision thereof. Escalade, Inc. is the parent firm of a wholly
owned subsidiary, The Williams Manufacturing Co., Portsmouth, Ohio,
which employed the petitioning workers.

The investigation was instituted on August 12, 1974, on the basis
of a petition for adjustment assistance filed under section 301 (a) (2)
of the act on behalf of the workers and former workers of The Williams
Manufacturing Co. at its plants in Portsmouth, Ohio, and Stanton, West

Liberty, and Beattyville, Ky. The petition was received August 1, 1974.



2

Notice of the investigation was published in the Federal Register

(39 F.R. 29628) on August 16, 1974. No public hearing was requested,
and none was held.

In the course of the investigation, the Commission obtained infor-
mation from representatives of the petitioﬁers, from officials of The
Williams Manufacturing Co. and Escalade; Inc., from customers of the

firm, from official Government statistics, and from its own files.

Finding of the Commission

On the basis of its investigation, the Commission finds (Commis-
sioner Leonard dis;enting) that articles like or directly competitive
with footwear for women, misses, and children (of the types provided.
for in item 700.55 of the Tariff Scheduies of the United States)
produced by The Williams Manufacturing Co., Portsmouth, Ohio, are,
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, unemployment or underemployment of a

significant number or proportion of the workers of such firm or an

appropriate subdivision thereof.




Views of Chairman Bedell, Vice Chairman Parker, and Commissioner Moore

This investigation relates to a petition filed on behalf of
workers and former workers of The Williams Manufacturing, Co., Ports-
mouth, Ohio, a wholly owned subsidiary of Escalade, Inc., New York,
N.Y., under section .301(a)(2) of the Trade Expansion Act of 1962 .
(TEA) for a determination of their eligibility to apply for adjustment
assistance. The Williams Manufacturing Co. produces women's, misses'
men's and children's footwear of slip-lasted construction retailing
between $9 and $18 a pair. The firm also imports footwear, which
retails from $4 to $30 a pair.

As we have stated in previous cases, the Commission, in order to
make an affirmative determination under section 301(c) (2) of the TEA,
must find that the following four criteria are met:

(1) Articles like or directly competitive with those
produced by the workers are being imported in

increased quantities;

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

(3) The workers concerned must be unemployed or
underemployed or threatened with unemployment
or underemployment; and

(4) The increased imports resulting from trade-agreement
concessions are the major factor in causing or
threatening to cause the unemployment or under-
employment of the workers.



We find that each of these requirements has been met in the instant

case; therefore, we have made an affirmative determination.

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

U.S. imports of women's and misses' nonrubber footwear, including
dress and casual tyﬁes which are like or directly competitive with those
produced by the workers and former workers of The Williams Manufactur-
ing Co., increased from 96 million pairs in 1967, when they accounted
for 25 percent of apparent U.S. consumption, to 212 million pairs in
1973, when they accounted for 53 percent of consumption.’

This substantial growth in imports coincides with the implementa-
tion of the trade-agreement concessions granted'in the Kennedy Round.
As a result of these concessions the rates of duty on women's and
misses' dress and casual shoes like or directly competitive with those
produced by the workers and former workers of Williams were reduced
by 50 percent during 1968-72. The total duty reduction on such
footwear since enactment of the Tariff Act of 1930 totals approxi-

. mately 85 percent of the 1930 rate. We have, therefore, determined
that the increased imports of women's and misses' dress and casual

footwear cited above have resulted in major part from trade-agreement

concessions within the meaning of the statute.




. The workers are unemployed or underemployed or threatened with unemploy-
ment or underemployment

Evidence developed in this case conclusively demonstrates that
the workers and former workers of Williams producing women;s and
misses' dress and casual footwear are unemployed or underemployed.
Employment at Williams has declined from an average of =*** produc-
tion and related workers in 1969, to %% in 1973. In July 1974,
the firm employed a monthly average of *** workers--+** percent fewer
than the * * * employed in July 1973. The Stanton, Ky., plant, which
employed xx« workers in June 1973, closed in June 1974.

Clearly, the workers and former workers of Williamé are unemployed
or underemployed.

Imports are the major factor causing or threatening to cause the
unemployment of the workers

The evidence developed in this case shows that imports by Williams
obviously contributed to the unemployment or underemployment of the
petitioning workers. The women's and misses' footwear produced by
Williams retails from $9 to $18 a pair, the price range heavily
‘impacted by concession-generated import competition. The women's
and misses' footwear imported by Williams retails in the range of $4
to $30 a pair.

The footwear imported by Williams has accounted for an increasing
share of its total footwear sales. There appears to have been a
definite pattern on the part of Williams' management beginning in the

mid-1960's to turn to imports of footwear to maintain its margins and



to meet competition. This pattern has continued and as its imports
have increased, the share of the market supplied from domestic produc-
tion has declined. Williams' sale of imported footwear increased
from * * & pairs in 1969 to  * * % ~pairs in 1973, repre-
senting an increase of *** percent. During this same period, the
share of Williams' total footwear sales accounted for by its saies of
imported footwear increased each year--rising frony***per;ent in 1969
to *** percent in 1973. It is clear that imports are the major factor

causing the unemployment or underemployment of the firm's workers.

Conclusion

On the basis of the information developed in the investigation,
we conclude that, as a result in major part of concessions granted
by trade agreements, articles like or directly competitive with
articles produced by the workers of the Williams Manufacturing Co.,
are being imported into the United States in such increased quantities

as to cause, or threaten to cause, unemployment or underemployment of

a significant number or proportion of the workers of such firm.




Views of Commissioner Ablondi

I concur in the affirmati’e finding of the Commission_concerning
the eligibility of the petitioning workers of The Williams Manufactur-
ing Co. to apply for adjustment assistance.

In this case, it is clear that there has been an increase in .
concession-generated imports of footwear like or directly competitive
with that produced by the petitioning workers of The Williams Manufac-
turing Co. The firm, which in prior years had been primarily a domestic
manufacturer, begaﬁ importing in the mid-1960's and increased its
imports to the point where they accounted for *+x percent of its total
sales in 1973. At the same time, employment at Williams decreased.

In 1969 the firm employed an average of #xx 'ﬁroduction and related
workers. In July 1974 it employed an average of *** workers. It
clearly appears that the increase in imported footwear by Williams
itself was the major factor causing the unemployment of the petition-

ing workers.
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Dissenting Views of Commissioner Leonard

My determination in the instant case is negative because one of
the statutory criteria has not been met, i.e., that the increase in
imports of footwear for women, misses, and children like or directly
competitive with that produced by The Williams Manufacturing Co.,
Portsmouth, Ohio, a wholly owned subsidiary of Escalade, Inc., New
York, N.Y., is the résult in major part of concessions granted unaer
trade agreements. My reasoning in support of thié determination is
set forth in a statement of my views in an earlier Commission

investigation under the Trade Expansion Act. 1/

1/ Nonrubber Footwear: Report to the President on Investigation No.
TEA-I-18 . . ., TC Publication 359, 1971, pp. 31-47.
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INFORMATION OBTAINED IN THE INVESTIGATION

Description of Articles Under Investigation

The Williams Manufacturing Co., which is still in operation, is a
wholly owned subsidiary of Escalade, Inc., and manufactures moderately
priced women's, misses', children's, and men's footwear. Since produc-
tion of and employmeﬂt on men's and children's footwear never accdunted
for more than a very small share of Williams' total production and
employment, they have not been discussed in detail in this report. 1/
Women's and misses* footwear retails from $9 to $18 a pair. Such foot-
wear has uppers almost entirely of vinyl or urethane and is made in a
wide variety of up-to-date styles with various types and heights of heels. -

Most of the footwear produced ?y Williams is.constructed by the
slip-lasted method. 2/ In this process, the last (the form on which the
shoe is made) is inserted or slipped into a closed upper, previously
stitched to the sock lining. The platform wedge-heel unit is cemented
to the bottom of the sock lining, and the heel and platform cévers are
then pulled down and cemented to the bottom of the platform wedge heel;
the outsole is then attached. The slip-lasted shoe is usually casual
in design, although Williams produces a substantial amount of dress foot-
wear by the slip-lasted process, and it lends itself to open-toe and

open-heel patterns.

1/ Williams produced men's footwear at the Beattyville, Ky.,plant only.
Such production commenced early in 1973; it accounted for less than **x per-
cent of Williams' total output in the period January 1973-September 1974.
The firm did not maintain separate records on misses' versus children's
footwear but officials stated that the latter is a very small part of
_ production and sales of footwear.

2/ "California process'" is a term frequently used to describe slip-lasted
construction. '
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Injection molding, which the firm also uses, is a type of molded-
on ceménted construction. Precision molds of heels and soles or heel
and sole units for each size of footwear desired are filled with a
plastic or styrene compound and simultaneously attached to the upper.
The use of a multiple-station machine allows for rapid cooling éf the
molded material so that the shoe can be handled quickly with minimum
distortion. This process is distinguished from vulcanized molded-on
construction of the sole and heel material in that the latter uses
rubber. Injection‘molding is most frequently used in making low-heeled
casual shoes.

The firm also used flow-molding construction. In this process an
upper (the master), usually of leather, is coated with urethane; a mold
under extreme heat is applied over the master coated with urethane,
resulting in the reproduction of the stitching and other desired details
on the urethane (upper) after it is stripped from the mold.

The term 'dress shoes,'" originally limited only to shoes worn on
formal occasions, is now used to describe footwear of the types generally
worn for street wear and for business and social activities. The term
hdress shoes" does not include footwear especially made for athletic,
occupational, and leisure activities. Women's footwear for casual wear,
not considered dress shoes, includes certain sandals, espadrilles,
indoor-outdoor slippers, clogs, loafers, desert boots, moccasins, and
sneakers. Women today wear shoes suitable to their lifestyles, and, with
footwear becoming an important accessory to fashion, footwear styles
change rapidly. As changes have occurred in dress lengths and as

trousers and other casual attire havebecome increasingly acceptable as
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appropriate women's wear for almost every occasion, the distinction
between dress and casual shoes has diminished.

In the 1970's footwear designs took a new direction. .The footwear
bottom (sole and heel) treatment became the main interest in shoe
design. Footwear styles with 1l-inch soles, and even higher platforms,
became popular. A variety of materials--crepe (plantation), ''marsh-
mallow'" (pliable synthetic), leather combinations, and various plastics--
were used to make soles, concealed platforms, and wedges. Some bottom
assemblies were even colored, painted, or sculptured. During 1970-72
such platform styles dominated most of women's footwear. In 1973, however,
platforms became less extreme and that trend has continued into 1974.
Footwear more traditional in style is now being offered. Examples of
the new look include lighter, "sandalized" (open) footwear with emphasis
on bows, straps, slimmer high heels, and narrower toe shapes in both
dress and casual footwear. There has also been a return to the low-
heeled classic moccasin design for casual wear. Currently, open sandals
and espadrilles, especially with wedge-heeled bottoms of jute or other
rope like materials, are the fashion for casual wear. Industry sources
’report that the "boom" in open footwear and other casuals is due not only to
the free and easy lifestyles of today but to a change in buying patterns

(i.e., the majority of women would rather have two pairs of inexpensive

or moderately priced casual shoes than one pair of expensive dress shoes).
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U.S. Tariff Treatment

Applicable TSUS item

If imported, the women's and misses' footwear produce& by Williams
would be dutiable under TSUS item 700.55. As explainea briefly
in the following paragraphs, the footwear classifiable under this’TSUS
item varies with resﬁect to materials, method of construction, price
line, and/or style.

Women's and misses' imported footwear with supported-vinyl uppers, duti-
able 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 (sold chiefly at self-service
counters in variety stores, discount stores, and department-store base-
ments) and (2) folding slippers, sandals, and other inexpensive footwear.

It is believed that only a small part of the annual imports of women's and

misses' footwear admitted under 700.55 retails at more than $10 a pair.

Rates of duty

As indicated above, the vinyl footwear produced by Williamé, if
imported, would be dutiable under item 700.55. Prior to the effective
date of the TSUS, imports of 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 para-
graph 1530(e). 1/

.l/ Footwear w?th supported-vinyl uppers now being imported (i.e., that
with soles of vinyl or other plastics) would have been dutiable by virtue

of the similitude provision under par. 1530(e) at a rate of 20 percent
ad valorem.
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(2) Under paragraph 1537(b) as articles in chief value of

rubber, at the trade-agreement rate of 12.5 percent

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. 1/ The current rate on footwear with supported-vinyl uppers
is 6 percent ad valorem, reflecting the final stage, effective January 1,
1972, of the five-stage concessions granted in the sixth (Kennedy)
round of trade negotiations under the General Agreement on Tariffs
and Trade (GATT) .

Table 1 in the appendix shows the reduction in rates of duty

resulting from trade-agreement concessions granted under the GATT for

footwear of the type now dutiable under TSUS item 700.55. Table 2 shows

U.S. rates of duty and imports admitted under TSUS item 700.55

of dress and casual footwear of the types produced by Williams.

1/ The col. 2 rate of duty for item 700.55 is 35 percent ad valorem.
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U.S. Consumption, Production, and Imports

Dﬁring the period 1965-73, apparent annual U.S. consumption of all
women's and misses' nonrubber footwear (in;luding dress and casual) rose
from an estimated 386 million pairs in 1965 to a peak of 455 million
pairs in 1968, and then declined to 402 million pairs in 1973. Annual
U.S. production of sﬁch footwear declined from 319 million pairs‘in
1965 to 190 million pairs in 1973. Annual imports tripled during this
period, and their share of the market increased without interruption
from 17 percent to 53 percent. Italy and Spain have been the principal
suppliers of women's leather footwear; the Republic of China (Taiwan)
is the principal supplier of women's supported-vinyl footwear.

U.S. production, imports, and'apparent annual consumption all
declined slightly during January-June 1974 from the corresponding period

of 1973. Imports' share of the market also decreased slightly, as shown

in the following table.
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Nonrubber footwear for women and misses: U.S. production, imports for

consumption, and apparent consumption, 1965-73, January-June 1973,
and January-June 1974

) ) ) Apparent . Ratio of
Period .Production 1/, Imports 2/ . consump- . imports to
; : . ~ . tion 3/ . consumption
Million : Million : Million :
pairs : pairs : pairs : Percent
1965-------ccme 319 : 67 : 386 : 17
1966-------=-cou-- : 323 : 70 : 393 : 18
1967 -=-mmmmmmeee 290 : 96 : 386 : 25
1968-------oouome - : 322 133 : 455 : 29
1969---------c--- : 271 139 : 410 : 34
1970------=-=--ccuu- : 260 : 165 : 425 : 39
1971-==-mmmemem 2 237 180 : 417 43
1972------meeee - : 223 : 198 : 421 47
1973--------cmemeo : 190 : 212 402 : 53
January-June-- : : : :
1973------cmeeee : 104 : 127 : 231 : 55

1974-=-=mmmemeo - : 98 : 110 : 208 : 53

1/ Production represents the output of women's and misses' footwear as
reported by the U.S. Bureau of the Census, plus shipments to the U.S.
mainland from Puerto Rico.

2/ Partly estimated from the official statistics for footwear of the
kinds described in pt. 1A of schedule 7 of the TSUSA except imports
described in items 700.32, 700.51, 700.52, 700.53, and 700.60 and except
zoris (very inexpensive thonged sandals of rubber or plastics), dutiable
under item 700.55. Includes imports of misses' footwear, which have
been negligible compared with those of women's.

3/ Computed from U.S. production plus imports without an allowance for
exports, which in 1973 amounted to about 1 million pairs.

* Source: Compiled from official statistics of the U.S. Department of
Commerce, except as noted.
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U.S. and Foreign Wage Rates

The table on the following page shows the average hourly earnings
and the estimated compensation per hour received by shoe workers in
eight countries in 1970, 1971, and 1972. While of some use in .com-
paring the labor costs of the shoe industries in the various countries
listed, the table has several shortcomings that make such compariéons
inexact. First, only in the United States, Italy, and Hong Kong is the
industry definition limited exclusively to footwear. In the other
countries the industry classifications are more encompassing. Second,
as footnote 1 to the table indicates, published hourly earnings in

the various countries differ in composition. Third, total compensation

for workers includes varying factors in the eight countries.
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Data Reiating to Escalade, Inc. and The Williams
Manufacturing Co.

Corporate structure of Escalade, Inc.

Escalade, Inc.,was originally incorporated in Delaware in February
1973 as a wholly owned subsidiary of Thé Williams Manufacturing Co. 1In
March 1973 the subsidiary, Escalade, merged into its parent corporation,
Williams, the surviving corporation being Escalade. Shortly thereafter,
the dissolved Williams was reincorporated in Delaware, with its head-
quarters in Portsmouth, Ohio, as a wholly owned subsidiary of Escalade.
Escalade presentlf has four wholly owned subsidiaries, including The
Williams Manufacturing Co., the footwear producing portion of Escalade's
business. Escalade's holdings are illustrated schematically on the
following page.

Escalade is primarily a publicly held holding company with corporate
offices in White Plains, N.Y. The basic purpose of the corporation is .
diversification into high-growth industries associated with leisure
products. It refers to itself as the lifestyle corporation.

The most recent proxy statement for election of directoré showed
that on April 4, 1974, Escalade had 2,362,554 shéres of common stock
outstanding. In a report filed with the Securitieé and Exchange
Commission as of December 29, 1973, the approximate number of common

stockholders was 856, with 3 people holding warrants to purchase

common stock. Mrs. Evelyn B. Williams Wiltsee is by far the largest
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stockholder, controlling 329,936 shares?or 13.97 percent. She was the
wife of one of the deceased founders of The Williams Manufacturing

Co., Mr. Forest L. Williams, Sr., and the mother of Mr. Forest L.
Williams, Jr. (chairman of the board of Escalade and temporary president
and chief executive officer of Williamé) and of Mrs. Karen Fox (whose
husband, Mr. Gerald‘J. Fox, is a director of Escalade). Mrs. Wiltsee's
shares are voted by power of attorney in favor of Mr. Forest L. Williams,
Jr. and Mrs. Karen Fox. In addition members of the board of directors
controlled 30.33 percent of Escalade's outstanding common stock on
March 15, 1974,wﬂen the proxy statement was sent out declaring them as
nominees for reelection. When questioned by the Commission,

Mr. Forest L. Williams, Jr., stated that he would not discuss

any information concerning present holdings of étock except that which
is already public. Disclosure of the present holdings of stock are the
concern of individual stockholders, he further stated. The following

table summarizes the position, amount of shares, and percent of total

Escalade, Inci.., common stock held by each director of Escalade.




-ouj ‘operedsg £q uorsstuwo) d3ueyoxy pue

SeT3TIN29G 9yl 03 po3lTugns 3xodex [BIOTFFO UE UT PIUTBIUOD JUSUSIEIS Axoad woxy partdwo)y :93In0s

‘soJeysS $5S°79¢‘Z :vL61 ‘v "ady JO se SUTpuUBISINO SOJBYS JO Iqunu [EIO0L \ﬂ

£y 665°9V0‘T /T -=-=-=------- Bttt e mmm e ememem—m—m-———m-———=-- N —————- 1e310L
(x04 "SI pue SWEITTTM

0°¥1 9¢6°62S ‘I 3o Ioyjow) uoilrsod [BIITFFO ON 99SITTIM SWETTIIM '€ UATaAT

"X04 UoXe)Y -SIW Pue ‘ If ‘SWRTTTIN T 3S9I0{ "IN JO IOoAeFy UT Xouxo3re jo xamod Aq pejon ‘-duj ‘apeledsy FO Y2015 ¢

S 1 86¢ ‘9¢ ‘ouy ‘SUTpPUTI9 TO0L “S°(l1 JO IUSPISdId TIf ‘SWeTITIM Y Ined

(A4 9%0°66 +0p 31g JeSny UTMIT Fo Judprsaid ad1p “If ‘SWBTTTIM SOABID °V
souf

8" pL8T ‘operedsy JO ou:w=ﬂm|-u=0vﬂmoum 9JTA JBWIOY ney °‘H Inyiay

0°z 6LS‘9¥ sJuj ‘operedsy JO JuSpISaxd JowTIION ¥ 997
‘o) Sutanideynuel SWeITTIM dYL pue

g* rAXARA L -su] opeyedsg jo juoprsoad Iowxog soxuop g uyop

[A] 8YLLYT 103 59AUT TIf ‘smeyllen g adurelg

Z°1 SSE 6T *oul € S9TIISNpUl UBTIPUL jJO u:ovmmopa. . UTI33TI9 "3 3I9qoy
Bt . *ouy ‘-0

P g 8601 3 uo3Iny "4 °J--9ATINDIXD JUNODIDY X04 °[ pPIeIdYH
‘oul ‘sotaisnpujy

LT TIL 29 9TBA UTIIBW JO JUSPTISII] ouelg 'V S1ex
*JUJ ‘SOTJISNPU] O[BA UTIXBR

6°1 S6LSY 30 Juaptsaxd 99Ta dATINDAXT SuBlg (@ UTIIEW

91 y81°LS pieOq JO UBWITRYD ISWIO Jopeqg ‘) Aausay

“OU] ‘opeledsg JO S10309ITp JO pxeoq Aq pIay ‘-doul ‘Ope[EISY JO }J031§ ¢

9" LOV61 9ATIRIISTUTWPE --quapTsead 92T 9ABI[) °H 31Saaao4g
1921330
OATINDOX? JFOTYD pue Qusprsaxd

V9 SLY 0ST Su13o® ‘pieoq 8yl 3O uBWITRY) ‘I ‘SWRTTTIM °7T 3S9104

3}203s *oul : SsaIeys jO Joquny UOTI1TSO( aueN

TSprieosd [B303 JO 93BIUIDIDG

‘ou] ‘operedsg JO S103ID9ATP OS[e dIe OyMm ¢+09) Sutanijoeynuel SWeITTTM YL JO SI921330 Aq pIay ' ‘duj

operedsd 3O 3001§ I



A-14

In addition to Williams, the Escalade corporate structure contains
three other wholly owned subsidiaries and one chartered overseas sub-
sidiary which handles exports of nonfootwear products. Presently,
Escalade does not export footwear. In December 1971 a wholly owned
subsidiary of Williams, W-M-Y, Inc., was absorbed as the result of a
merger with Martin Yale Industries, Inc. At the time of the merger,
‘Martin Yale controlled six wholly owned subsidiaries, all Illinois cor-
porations. Five of these, A.I.B. Building, Inc., Franklin Spaulding

;Corp., Photo Materials Co., Rapco, Inc., and Technomatic Corp., merged
~with Martin Yale, effective December 31, 1973. Martin Yale Sales
:International continues to operate as é Martin Yale wholly‘owned sub-

‘ sidiary. Martin Yale produces and sells toys, hobby and craft items,
junior athletic devices, amateur pﬁotographic equipment, and office

. machines and equipment.

Indian Industries, Inc. produces and sells table tennis tables,
archery equipment, and golf carts.

Escalade, through Indian Industries, acquired Harvard Table Tennis,
Inc., a Massachusetts corporation,‘when it purchased the net assets of
.Harvard in October 1973. Harvard produces and sells table tennis equipment.

WDI, Inc., merged with and became a wholly owned subsidiary of
Escalade in March 1973. WDI was formed in 1971 as a wholly owned sub-
sidiary of Williams for the purpose of examining diversification prospects
of the firm. It was a New York based Delaware corporation.

In addition, in early 1974 Escaladé, Inc., chartered
Escalade, S.A., headquartered in Brussels, Belgium, for the purpose

of exporting the company's products.




A-15

Corporate structure of The Williams Manufacturing Co.

The Williams Manufacturing Co. was incorporated originally on
March 7, 1922, in Ohio by Forest L. Williams, Sr.,and.ﬁis brother,
A. Graves Williams, and produced only footwear until it went public with
the acquisition of Martin Yale in December 1671. (For further details
concerning acquisitions by Williams prior to the formation of Escalade,
see the immediately preceding section on Escalade.) The Williams Manu-
facturing Co. was reincorporated as a Delaware corporation on March 25,
1973.

Williams is presently managed by the board of directors of Escalade.
Four of the thirteen directors are executives of either Escalade or
Williams. Following the resignation of John D. Monroe, former president
of Williams, president of Escalade, and chief executive officer of
Williams, on March 1, 1974, there was a substantial realinement of
officers at both Escalade and Williams. Mr. Monroe had been with
Williams since 1964 and presently performs duties in the styling and
sales areas. The following is a list of the principal officers of
Escalade, some of whom are also principals of Williams, and their
fespective offices:

Forest L. Williamé, Jr., chairman of the board

Lee R. Mortimer, president, director

John A. Prichard, vice president of finance
Yale A. Blanc, secretary-treasurer, director
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The following is a list of the principal officers of Williams, some of
whom are also principals of Escalade, and their respective offices:
Forest L. Williams, Jr., temporary president and chief executive
officer, chairman of the board of Escalade
Forrest H. Cleave, vice president——administrative, director
M. Edward Wall, executive vice president--operations
George Campbell, vice president--international sales
A. Kurt Renick, vice president—-purchasing

Terry Kouns, vice president--sales (makeup)
Allen Rumbaugh, vice president--sales (in stock)

T

William Rau, secretary-treasurer

The Williams Manufacturing Co. has seven wholly owned subsidiaries
in addition to its own operations. One manufactures and sells footwear,
five sell footiwear at retail, and.one was formed solely to handle the
operations of the company airplane. Lycoming Shoe Co. was incor-
porated in the mid-1960's in Ohio; it produces footwear in plants in
West Liberty and Beattyville, Ky.,‘both of which are covered by the
petition. It formerly operated plants in Stanton and Owingsville, Ky.,
but these facilities are now closed. The plant in Stanton is covered
by the petition.

The Shoe Inn, Inc., incorporated in Ohio, and the Shoe Inn, Inc.,
incorporated in West Virginia, were established by Williams in 1971 to
retail footwear. WMC, Inc., Florida WMC, Inc., and WMC, Inc., Texas,

were incorporated in Minnesota, Florida, and Texas, respectively, in

August 1973 for the same purpose. N5808M, Inc.,is an Ohio corporation

established to operate the Williams company plane.
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~Plants and equipment of The Williams Manufacturing Co.

The Williams Manufacturing Co. owns three buildings and leases part
of another in Portsmouth, Ohio. It has a 365,000-square-foot plant--
consisting of six stories and a basement--which is still in operation
with reduced employment. This building houses both production facilities
built in the early 20th century and a modern addition for office space;
production began there in 1922. The firm owns two buildings and leases
part of another for warehousing and shipping purposes, all of which
were also built in the early part of this century. It owns a multi-
story, 331,000-square-foot, reinforced-concrete plant and a single-
story, 53,000-square-foot, concreté—block plant. The firm also began
leasing 50,000 square feet of space in January 1973 to meet its needs
for a larger, more efficient warehousing faciltiy for its importing
operations.

Through its wholly owned subsidiary, the Lycoming Shoe Co., Williams
also leases--with an option to purchase--three identical plants in West
Liberty, Stanton, and Beattyville, Ky. All three are one-story con-
crete-block structures of 52,000 square feet, constructed in the mid 1960's.
Production began at West Liberty in December 1965, at Stanton in
January 1967, and at Beattyville in May 1967. The Stanton plant closed
in June 1974. The plants at West Liberty and Beattyville are operating
with reduced employment. Each plant is laid out on the same floor plan,
which produces a well-organized, logical flow of materials. Lycoming
also managed a small operation-- consisting of a limited number of sewing

machines--for stitching uppers in Owingsville, Ky.
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Product and prices

The Williams Manufacturing Co. currently produces women's, misses',
men's, and children's dress and casual or sport footwear, mostly of
slip-lasted, cement-process construction but with significant amounts
of injectioﬁ—molded footwear. Company officials did not provide infor-
mation concerning the proportion of production of dress versus casual
footwear. In Tecent years the firm has produced an extremely wide
variety of such footwear styles of various heel and sole heights,
including dress shoes, casuals, dressy-casual sandals, tailored shoes,
platforms, wedges, and tapdancing shoes for misses and children. In

1971 and 1972 the firm marketed about 100 styles and in late 1973 and
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early 1974 reduced that number to about 40 styles. * kK

Styles for misses and children often reflect the fashion of women's
footwear.

The footwear uppers produced by Williams are made almost exclusively
of vinyl, with the remainder of urethane and an extremely small amount of
fabric. The firm gradually changed from all-leather uppers beginning
in 1964 to those of manmade materials by 1969 or 1970. The heels and
soles are made of a variety of manmade materials, crepe, and rubber.

The women's, misses', and chiidren‘s shoes produced by Williams retail
now from $9 to $18 a pair, compared with $6 to $11 a pair 5 years ago.
Company officials feel that such footwear is designed primarily for the
"young fashion' market--from preteens to women about 40 years old.

They have begun to emphasize "trendy' shoes but do not consider them-
selves as a "high fashion" producer. 1In 1963 and 1964 they;began to deem-
phasize production for Vblume markets such.as the one for inexpensive sandals.

In late 1972 and early 1973, Williams produced a girls' and boys' .
'line of footwear which they called Disney World. It registered;signifi—
cant sales but was discontinued because, a company official stated, the
line required too '"magnificent'" a promotion effort.

Also during 1972, Williams began production of a lower priced

injection-molded line of women's and girl's footwear which retailed for

$5 to $8 a pair and presently retails for $9 to $12 a pair.




A-21

Williams produced and imported women's fashion boots in response
to the demand for such boots, especially from 1968 to 1972.
Most imported boots had leather uppers, while those produced
domestically had mostly vinyl or urethane uppers (the so-called stretch-boot
style). Williams does not produce or import boots at present.

Williams presently purchases boys' and infants' shoes from
other domestic manufacturers for resale under Williams' brand names at
retail prices of §$10 to $15 a pair. Formerly such purchases
included women's and some men's shoes which the company felt complemented
its own product line.

Williams imports footwear frdm Italy, Spain, and Brazil. Such foot-
wear consists mostly of women's inexpensive sandalized shoes with low
heels and uppers of leather but has also included warm-lined leather Astro
ski boots, leather waffle stompers, leather hiking boots, leather clogs,
and leather, vinyl, and urethane dress boots. The company states that
these imports complement its product line and could not be profitably
produced in this country. Some men's styles also are imported. The

imported footwear retails from $4 to $30 a pair.



A-22

Production and sales

Certain sales information concerning Escalade and Williams has been
gathered from public sources. The table below shows net sales of all

footwear by Escalade (The Williams Manufacturing Co.).

Escalade, Inc.: Net sales, by major product category, 1969-73

" (In thousands of dollars)

Product category ., 1969 . 1970 . 1971 . 1972 . 1973
Footwear-------------- 29,634 : 28,703 : 29,718 : 36,541 : 42,219
Recreational items 1/ --: 1,732 2,018 : 3,153 : 4,727 : 6,401
Toys and hobby items--: - : - : - : 5,331 : 6,476
Photo and office : : ‘ : : :

machinery----------- : - . - : - : 2,999 . 3,190

Total---====-==uu- : 31,366 : 30,721 : 32,871 : 49,578 : 58,286

1/ Data for 1969-71 reflect net sales of such items by Martin Yale
Industries, Inc., prior to its merger with The Williams Manufacturing Co.
on Dec. 25, 1971. '

Source: Compiled from data in reports submitted to the Securities and
Exchange Commission by Escalade, Inc.

The following tables, based upon data estimated by Williams, show
estimated net sales of footwear by The Williams Manufacturing Co., by
source of footwear; estimated production of women's, misses', children's,
énd men's footwear; estimated sales of women's, misses', and children's
footwear produced by Williams; and estimated sales of women's, misses',

and children's footwear produced by domestic manufacturers other than

Williams.
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Data contained in reports filed with the Securities and Exchange
Commission (SEC) show that the percentages of gross sales of footwear
consisting of shoes purchased from other domestic sources in 1971, 1972,
and 1973, were 8, 6, and 8 percent, respectively. The SEC reports also
show that the share of gross sales of footwear taken by Williams' unbranded
accounts rose from an insignificant amount in 1971 to 3 percent in 1972
and to 19 percent in 1973. Company officials have stated that many of
their problems in 1973 were related to excessively rapid entry into the
unbranded market.

The company imported women's, misses', and children's footwear and

also some men's, boys', and infants' footwear. * ok %



A-28 through A-30




A-31

Financial information

In mid 1973 Escalade began to suffer substantial losses, which com-
pany officials attributed exclusively to their footwear operations at
Williams. The following table, taken from a report submitted to the SEC,

tends to support such statements.

Escalade, Inc.: Income or (loss) before income taxes, extraordinary
credit and effect of accounting change, 1/ 1969-73

(In thousands of dollars)

Ttem o 1969 ° 1970 1971 © 1972 ° 1973
Footwear---------coceme_ 2,422 : 1,888 : 2,086 : 2,642 : (2,660)
Recreational items---------- : (87) : (232) : (40) : 342 : 480
Toys and hobby items-----~--- : - - - 773 : 265
Photo and office machines---: - - - 271 : 276
Nonallocated expenses------- : - - - - (588)

Total---------cmmmm 2,335 » 1,656 @ 2,046 : 4,028 : (2,227)

1/ Escalade changed its accounting system effective at the beginning of

1973 in order to make inventory reflect current market values, resulting
in a loss of 450 thousand dollars.

Source: Compiled from data in reports submitted to the Securities and
Exchange Commission by Escalade, Inc.

Escalade's annual public report showed that Escalade, Inc., the
pafent firm, suffered a net loss of $1.6 million in 1973 after income
taxes, extraordinary credit, and the effect of the accounting change. In

addition, figures published in Standard and Poors and Footwear News show

that Escalade, Inc., suffered a decline in sales from $33.6 million in Janur:
June 1973 to $31.5 million in the same period of 1974. Thé firm also suffer

losses in the first two quarters of 1974 totalling $990,000. The firm

attributed such losses to the operations at Williams.
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Channels of distribution

Williams has a multiplicity of distribution channels based‘upon a
centralized distribution system. It markets its products to the 'mass
market.'" Company officials believe that almost two-thirds of every dollar
spent on footwear is spent on that retailing for less than $16. The firm's
strongest market, geographically, is an area within a 500-mile radius of
its center of operations in Portsmouth, Ohio. The officials feel that the
company is competitive in all areas of the country except New England.

Williams' officials said the firm is an "instock" company; It
keepsa large invegtory of finished articles on hand, in.expectation of
reorders. Its warehduses in Portémouth, Ohio, which hold most of
its inventory, have a capacity for storing about * x % pairs
of shoes. These warehouses also contain a semifinished and raw-material
inventory.

Recently, Williams has been attempting to develop a private-label
or ''makeup" bgsiness. The objective of this operation, known as the
Wilport Division and begun in July 1971, is to establish Williams as
a source for all major retail chains, catalog'houses; and mass mer-
‘chandisers.. Williams felt that the increasing power of the large chain
retailers made them a segment of the market which it should actively
pursue. Management reported, however, that a strong acceptance of its
private label line created dislocations in its manufacturing operations.
Many delivery dates could not be met, which, along with delivery problems

of the firm's own imports, resulted in large numbers of cancellations

(7 percent of gross footwear sales in 1971, 7 percent in 1972, and
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15 percent in 1973) with subsequent inventory obsolescence. This prob-
lem, related problems, and corrective measures taken are discussed
further in the ''comments by officials" section;

In addition to its private label footwear, Williams markets both
footwear manufactured by itself and footwear obtained from other sources.
It manufactures footwear both for its private label business and for its
own brand names (Hi Brows, Missy Mates, Mighty Matés, SWingers, Side
Shows, Play Rights, Murray Street, and (formerly) Disney World). Its
main marketing empbasis is on the latter. The footwear that Williams
imports directly from Italy, Spain, and Brazil is marketed under its own
brand names, for private label salés, and as unbranded merchandise with
only the country of origin as a label. In addition, Williams purchases
a small percentage of footwear from other domestic manufacturers for
resale as brand-name merchandise, which is also distributed through its
warehouses in Portsmouth.

In order to service customers, Williams maintains a full-time,
commissioned, national sales force. Eighty salesmen are currently
employed, compared with 77 in 1973, 58 in 1972, and 67 in 1971. These
Salesmen market Williams' footwear to major departmeﬁt stores, chain
retailers, small independent shoe stores, and its own retail outlets.
The firm offers retailers volume discounts ranging from *** to
x#«xpercent. Of these various retail outlets, the small independent
shoe stores account for fhe majority of customers, despite an increasing
emphasis on expanding relations with the ''giant retailers." In 1973
no single customer accounted for more than 9 percent of the total volume

of footwear sold, as opposed to 3 percent in 1972 and 5 percent in 1971.
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In an attempt to increase its footwear business through direct
distribution, to complement established distribution channels, Williams
began developing its own retail outlets in 1971. These stores, the
Shoe Inns, are designed as self-service, family-type stores and are
located in market areas where there are few retail outlets selling in
their price brackets.. The average area of these stores is 1,500 square
feet. Williams opened 3 stores in 1971, 4 in 1972, and 15
in 1973. There are currently 20 Shoe Inns in operation, in
Texas, Flordia, Minnesota, Ohio, Kentucky, and West Virginia. It has
recently begun operating in a leased départment. These retail outlets
purchase x+x percent of their domesfic and imported footwear from
Williams. However, an official stated that less than * percent of
Williams' total volume of footwear s$ales is made through these retail
outlets. Such sales amounted at retail to * % # in 1971, =* % =% in
1972, and * % % in 1973.

Officials of Williams provided names of selected customers, some
of which have increased and some of which have ceased buying or reduced
purchases of Williams' women's, misses', and children's footwear during

the past 4 years. The following table shows sales of footwear to these

Customers, as reported by Williams' officials.
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Comments by company officials

In an April 8, 1974, article in Footwear News, Mr. Forest L. Williams,

Jr., chairman of the board of Escalade and acfing pfésident and chief
executive officer of The Williams Manufacturing Co., attributed Escalade's
losses to problems at Williams. Mr. Williams cited rapidly increasing
costs and inordinate airfreight charges on Williams' imported footwear

"'not adequately covered by price increases." That firm also suffered
"abnormal inventory obsolescence,' resulting in modifications of accounting
procedures so that inventory value would reflect current market conditions.
Mr. Williams said ;hat problems of 1973 have continued to affect the firm
adversely in 1974 but that such problems have been identified and correctec
They include realinement of management, product lines, and operations-

and inventory-control systems. Marnagement changes began on March 1, 1974,
when Mr. John D. Monroe resigned as president of Escalade and president
and chief executive officer of Williams. Mr..Forest L. Williams, Jr.,
temporarily assumed responsibility for such duties. Mr. Lee.R. Mortimer
later became president of Escalade. Williams' vice president of makeup
sales, Mr. Terry Kouns, assumed responsibility for the men's division

in place of Mr. Jack Kenney. Mr. Frank Hughes, vice president of

business planning, left the firm. Mr. M. Edward Wall was named executive
vice president of operations, a new post. He had been vice president

of manufacturing. Mr. George S. Campbell was named vice president of

international sales, also a new position.
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Footwear News of April 29, 1974, reported statements made by

Mr. Williams at the annual stockholders meeting. He attributed the
firm's losses solely to Williams and said that hany of the firm's 1973
problems will continue on into 1974.

He is directly quoted as having said: "The greatest amounf of
problems related to a. decision to aggressively enter the make-up or
private label business, which is relatively new fortus. -Although the
decision was well-founded, the problems were bigger than anticipated."
He went on to say that because of resultant disruption of operations,
"we were not getting our product out as fast as costs rose. Footwear
in many cases was being shipped at‘a loés, or at margins severly restricted.
Late deliveries resulted in inventory obsolescence at year end.'" Thus,
the firm decided to curtail the magnitude of makeup sales.

Escalade's 1973 annual report states, with respect to the Hi Brow
women's line, the largest footwear line: ''Our biggest problem with this
product line is the continuing decline in the number of footwear
retailers and the increasing dominance of the large footwear chains that
buy primarily private label footwear.'" Because of that change in dis-
fribution pattern the firm started its private label line. The report
further states: '"In 1973, the extremely strong acceptance of this line
created substantial dislocations in our manufacturing operations which
in turn was a contributing factor to our losses." Thus the number of
Ccustomers was reduced to those with the largest accounts, which the firm
considered to be '"'real growth factors."

The annual report discusses other problems. The installation of a

complicated management information system designed to identify problems
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was so complex it hid them. One problem common to all subsidiaries was
Escalade's inability to pass on inflationary costs in price increases.
The problem of inflation was aggravated by "an unrealistic marketing
mix." In recent years the firm had a proliferation of footwear lines,
styles, and sizes. It reported that the accumulated impact of such
proliferation occurred in the last half of 1973, causing overtime and
inefficient operatioﬁs. Some delivery dates were not met, leading
to abnormally high cancellations and inventory obsolescene. Thus, in
the last quarter of 1973, operations on domestic lines showed substantial
losses, and even gfeéter losses occurred owing to inventory obsolescence.
In addition, Williams' imported lines were in trouble as a result of
economic disruption in Spain and Italy. The firm tried to avoid even
more costly cancellations by using.airfreight during the last few months
of 1973 at a cost of $525,000. But cancellations were not completely
avoided, causing additional inventory obsolescence of imported footwear.
According to the annual report, the company took steps in early
1974 to preclude recurrence of such problems. Generally it tightened
and refined its budgeting and reporting systems to allow quick identi-
fication of cost increases and preclude margin erosion. Specifically
it cut the number of lines and the number of styles within a line. It
instituted cost-cutting programs, which saved $625,000. The inventory-
control system was expanded into a new cost-control system. The firm
undertook a study to determine the feasibility of becoming a materials
supplier for its overseas operations since the biggest problem for
Italian manufacturers of its imported footwear in 1973, the firm felt,

was the lack of availability of imitation-leather upper material.
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When questioned by the Commission concerning these problems,

Mr. Forest L. Williams, Jr., stated that everything he wished to say

has been made public. He indicated that the company's biggest problem
is the sudden drop in domestic demand for footwear. He said that import
competition with Williams' domestic line has been and continues to be
only one of many company problems. However, he feels that there is no
direct cause-and-effect relationship between imports and the firm'g .
losses. He indicated that current market conditions are volatile and

that the firm will respond to market demand, which may mean either

increased production of domestic lines or increased imports.
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STATISTICAL APPENDIX
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Table 1.--U.S. rates of duty applicable to women's and misses' footwear of
the types provided for in specified TSUS item, July 1, 1934, and GATT con-
cessions to Jan. 1, 1972

Rate of duty -

TSUS : Abbreviated T : .
item | description cJuly 1, : GATT concession 2/
No. . o . 1934 1/ . :
: : = . Rate . Effective date
: Percent : Percent
: ad val. : ad val.
700.55 : Footwear having : Princi- : 4/ 12.5 : Aug. 31, 1963-Dec. 31, 1967.
uppers of sup- : pally : 11 : Jan. 1-Dec. 31, 1968.
ported vinyl. i 20 3/ 10 : Jan. 1-Dec. 31, 1969.
: 8.5 : Jan. 1-Dec. 31, 1970.
7 : Jan. 1-Dec. 31, 1971.

6 : Jan. 1, 1972.

1/ Except as noted, the rate on July 1, 1934, was the same as the original
rate in the Tariff Act of 1930, effective June 18, 1930.

2/ For concessions granted in the Kennedy Round, effective Jan. 1, 1968,
the table shows staged rates that became effective up to and including
Jan. 1, 1972. :

3/ Supported vinyl was not used for shoe uppers until the late 1940's or
early 1950's. When footwear with supported-vinyl uppers was imported during
the 1950's and early 1960's, it was generally dutiable, by virtue of the
similitude provisions of par. 1559, at the rate provided for "similar"
leather footwear in par. 1530(e). The col. 2 rate for item 700.55 is
35 percent. :

4/ The trade-agreement rate established in the TSUS, effective Aug. 31,
1963, under authority of the Tariff Classification Act of 1962 (Public Law
87-456) to replace the wide range of rates previously applicable to the
various types of footwear provided for in ‘this TSUS item.
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Table 2.--Footwear having supported-vinyl uppers for women and misses
(item 700.5545): U.S. rates of duty and imports for consumption,
1934, 1/ 1964-73, January-June 1973, and January-June 1974

) : Imports
Period . Rate of duty . ; ;
. . Quantity . Value . Unit value
Percent : 1,000 : 1,000
ad valorem : pairs : dollars : Per pair
1964 2/--=---==-mmmmx- 3/ 12.5 27,574 12,429 '$0.45
1965 2/-==---mmmmmommm 12.5 29,579 13,564 : .46
1966------=-=--mmmmm - 12.5 33,239 : 17,024 .51
1967 ---===mmmmmmm o : 12.5 : 49,767 : 27,704 : .56
1968--=-=--~-mmmmm e : 11 : 68,579 : 46,603 .68
1969-------------mmeme : 10 : 70,777 : 55,820 : .79
1970----=-==-==--==---: 8.5 : 77,288 : 73,757 : .95
1971----------=-=----~ : 7 : 86,942 : 104,196 : 1.20
1972---==mmmmmm e : 6 : 89,776 : 104,907 : 1.22
1973--=--ommemm e : 6 96,942 : 136,036 : 1.40
January-June-- : :
1973~=-==mm e 6 54,317 : 63,856 : 1.18
1974---c-mcemmme e 6

48,057 : 80,237 : 1.67

1/ During the period before the TSUS became effective, footwear with
supported-vinyl uppers (with soles other than india rubber) was gen-
erally dutiable by virtue of the similitude provisions of par. 1559 of
the Tariff Act of 1930, at a rate provided for similar leather foot-
wear in par. 1530(e), principally 20 percent ad valorem. The column 2
rate for item 700.55 is 35 percent.

Data are not available on U.S. imports of footwear with supported-
vinyl uppers for the years prior to 1964. Such imports were probably
negligible until the mid-1950's.

2/ Data are partly estimated.

3/ Rate established in the TSUS, effective Aug. 31, 1963.

Source: Compiled from official statistics of the U.S. Department of
Commerce.












