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EXTENT TO WHICH THE DOMESTIC INDUSTRY USES TSUS ITEM 702.25



INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On February 26, 1982, the United States Trade Representative (USTR), at
the direction of the President, requested the U.S. International Trade
Commission to provide advice concerning the continued designation of certain
headwear of straw, items 702.25, 702.28, and 702.30 of the Tariff Schedules of
the United States (TSUS), as eligible for duty-free treatment under the
Generalized System of Preferences (GSP). 1/ Accordingly, on March 23, 1982,
the Commission instituted investigation No. 332-139 under section 332(g) of
the Tariff Act of 1930 (19 U.S.C. 1332(g)) to report on the probable economic
effect which continued GSP designation of such straw headwear is likely to
have on domestic producers of like or directly competitive products and on
consumers. The Commission was also requested to provide, where possible, data
on U.S. production, exports, imports, employment, and prices and an assessment
of the extent to which unfinished straw headwear entering under TSUS item
702.25 is used by the U.S. industry to produce finished straw headwear.

Notice of the institution of the investigation and of the public hearing
was published in the Federal Register of March 31, 1982 (47 F.R. 13611). The
public hearing was held on July 20, 1982, in the Commission Hearing Room, 701
E Street NW., Washington, D.C.

This investigation evolved from a petition submitted to the Trade Policy
Staff Committee (TPSC) by the United Hatters, Cap, & Millinery Workers
International Union, AFL-CIO, and the U.S. Hat & Cap Industry Trust Fund. The
petitioners requested that the straw headwear be removed from the list of
items eligible for the GSP. A statement was also made to the TPSC in
opposition to the petition by the Young An Hat Co., of Korea, a producer and
exporter of the straw headwear. It urged the TPSC to retain the headwear on
the list of GSP-eligible items.

Description and Uses

The headwear under investigation includes both finished and unfinished
hats of straw that have been sewn. The unfinished headwear is classified for
tariff purposes under TSUS item 702.25 and is commonly known as hat bodies,
shells, or hoods (hereafter hat bodies). Hat bodies resemble the rough shape
of a hat, but have not been blocked (i.e., shaped) or trimmed. The finished
sewn straw hats, which have been blocked or trimmed, are classified under TSUS
items 702.28 (valued not over $15 a dozen) and 702.30 (valued over $15 a
dozen).

}/ GSP is a program of nonreciprocal tariff preferences granted by the
United States and certain other developed countries to developing countries to
aid their economic development by encouraging greater diversification and
expansion of their production and exports. The U.S. GSP program, provided
under title V of the Trade Act of 1974, was implemented on Jan. 1, 1976 and is
scheduled to expire on Jan. 4, 1985.



These hats come in many different styles, ranging from inexpensive
gardening or beach hats to expensive men's Panama dress hats (see the figure
on the following page). Straw hats are generally worn in the summer or warmer
months and in tropical climates for protection from the sun, and for fashion
appeal.

There is a lack of agreement in the industry concerning the definition of
straw, an unspun (i.e., not made into yarn) fibrous vegetable material. For
tariff purposes, the U.S. Customs Service defines straw as that material
derived only from the stalk or stems of grain plants, such as wheat, barley,
rye, oats, buckwheat, and rice. 1/ The domestic industry, on the other hand,
uses the term more loosely-—although not uniformly-—-to include other unspun
fibrous vegetable materials which have strawlike features but which are
derived from nongrain plants. These materials include abaca, palm leaf, hemp,
toquilla, and coconut. In addition, many producers indicated to the
Commission staff that they could not distinguish their straw headwear by the
type of vegetable material used and that, for the most part, the materials
were interchangeable.

Because of this definitional problem, headwear made from the unspun
fibrous vegetable materials of nongrain plants having strawlike features will
be combined with headwear made from materials of grain plants and will be
referred to as headwear of natural straw. Competing directly with these hats
are sewn hats made from synthetic straw (usually polypropylene and
polyethylene) and paper straw. Also directly competitive are woven hats made
of natural straw, synthetic straw, and paper straw. These hats are produced
in the same styles and sold in the same markets as the sewn straw hats under
investigation.

The manufacture of sewn hats is labor intensive, with labor representiag
about one-third of the wholesale price. Straw, whether natural or synthetic,
is formed into braids, which are then sewn together in a circular or spiral
fashion on specially designed sewing machines to produce hat bodies. During
the sewing operation, the crown and brim are sewn to the dimensions of the
finished hat. Because the braid comes in different widths, the amount of
skill and time required to sew the braid varies. The narrower the braid, the
more skill and time are required.

After the hat body is sewn, it is blocked or shaped on a hydraulic
blocking machine or hat press. In this process, the hat body is fitted onto a
rubber and metal mold having the shape of the style and the size of the
finished hat, and steam and water pressure are applied. A different mold
exists for each style and size. The hat body is then stiffened by spraying or
dipping it into a solution of sizing in a process known as lacquering. g/ The
finer hats are blocked a second time as some shape is lost in lacquering.

1/ The most prevalent type of grain straw used in the hats under
investigation is wheat straw from China.

2/ Although most straw hats are stiff in shape and form, some fold into a
compact shape for packing and carrying and are known as foldable hats. There
is no domestic production of these hats; all are i{mported from Taiwan.
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The final stage in manufacturing straw headwear is trimming. A sweatband
made of leather or leatherlike material is sewn in a circle corresponding to
the desired head size and attached to the inside of the crown of the hat. 1In
addition, a decorative band or ornament or both may be attached to the
outside. The edges of the brim are finished by hemming (turning the edge of
the straw brim to the inside) and binding (applying a separate piece of straw
tape to the edge of the brim).

The directly competitive woven straw hats are manufactured by weaving
natural, synthetic, or paper straw directly into a hat body, which is then
blocked and trimmed in basically the same manner as the sewn hats. U.S.
producers employ only the blocking and trimming processes, since all woven hat
bodies are imported.

Few technological advancements have been made in straw hat manufacturing.
Many of the sewing and tacking machines used date back to the 1920's and
1930's and are out of production. Wherever possible, some producers attempt
to adapt modern machines to these manufacturing operations. However, because
straw hats are stiffer than most garments and the sewing must be done on a
three—-dimensional article, adapting modern machinery is often difficult.

U.S. Tariff Treatment

The current and future rates of duty applicable to the straw headwear
under investigation (TSUS items 702.25, 702.28, and 702.30) and to the like or
directly competitive headwear are shown in the following table. In addition,
a copy of that part of the Tariff Schedules of the United States Annotated
(1982) (TSUSA) providing for the headwear is provided in appendix A.

Duty reductions were granted on the sewn straw headwear in the Tokyo
round of the Multilateral Trade Negotiations (MIN), conducted under the
General Agreement on Tariffs and Trade during 1973-79. The duty reductions
granted on the headwear will be implemented in l-year intervals (staging) over
a period of 8 years, with the initial reductions effective January 1, 1980.

Products classified under TSUS items 702.25, 702.28, and 702.30 have been
eligible for GSP treatment since the program began on January 1, 1976.
However, imports of hat bodies from Taiwan under item 702.25 were ineligible
for GSP treatment from March 1, 1978, to February 29, 1979, because they
accounted for 52 percent of the value of total imports of the article in 1977
and, therefore, exceeded the "competitive need" limits. l/

1/ The competitive-need limits pertaining to the GSP, as set forth in sec.
504(c) of the Trade Act of 1974, provide that articles imported from any one
country are excluded from GSP eligibility if the imports of the article from
that country in the preceding calendar year exceeded (1) a specified dollar
limit, adjusted annually to reflect changes in the U.S. gross national product
(GNP) ($50.9 million in 1981) or (2) 50 percent of the total value of U.S.
imports of that article. The latter limit was amended by sec. 1111 of the
Trade Agreements Act of 1979 giving the President discretionary authority to
waive the 50-percent limit if the value of total imports of the article during
the most recent calendar year did not exceed a specified dollar amount, also
adjusted annually to reflect changes in the GNP ($1.2 million in 1981). The
President waived the 50-percent limit for Taiwan in 1982 for TSUS item 702.28.



Straw headwear: lj U.S. rates of duty, and U.S. imports for consumption
in 1981, by TSUS items

: : s Staged col. 1 rates of duty 4/ effective with respect to articles s :
s : s Pre-MTH 2 g entered oi or after Jan. 1-- i :Col. 2 rate:
item : Description . col. 1 rate, - - - - - - s of duby 5Fs Imports
No. 3/ X . of duty 2/ ; 1980 | 1981 1982 | 1983 | 1984 | 1985 ; 1986 ; 1987 ; ¥ 2 ;
3 H H s i ] H H H $ s : 1,000
: Sewn, whether or not blocked or : Cents per dozen; percent ad valorem : dollars
s trimmed: : H H ] ? ] H H : : s
: Of straw: H ¢ H s H : H H : H :
702.25A : Not blocked or trimmed-——----——-- : 854 4+ 8.5% : T8 4 2 T2 4 : 654+ : S94 + : S34 4+ : 464 4+ : LOA + @ 34 + : $3 + 50% : 298
: s : 7.92 ¢ T:2%"¢ 6.6% : 6% : 5:3% &% 2 47 : 3.42 = :
: Blocked or trimmed, valued-- H : : : H H s s : s :
702.28A Not over $15 a dozen-————————- : 944 + 8T oz BTA 4+ : 80f 4+ : T2 4+ : 654 4+ : S58f 4 : SIE 4+ : L4k + : 374+ : $3 + S0% : 381
: : s 7.4% ¢ 6.8% : 6.2% ¢ 5.6% @ 5% s 4,47 3.8% 3.2% 3 s
702.30A : over $15 a dozen—--——=———————= : 804 + 6% oz 764+ : 724+ : 684+ : 654+ 1 614 4+ : STE 4+ : 534+ : 50+ : $3 + 507 : 1,302
: . s s 5. 7% 2 5.5% ¢ 5.2% ¢ 4,9% : 4.6% : 447 ¢ 4.1% 3.8% : $
702.32A* : Of materials other than straw-————: 60¢ + 10Z : 564 + : 52 + : 498 + : 454 + = 414 + ¢ 374 + : 344 + : 304 + : $3 + 50% : 2,980
: . ' & 9.4% 8.8% : 8.2% : 7.6% : % g 6.4% : 5.8% : 5.2% ¢ ! g
: Not sewn, blocked, or trimmed: : : H ¢ H H ¢ : : : $
702.35A g 0f palm leaf. or pandan, and : 6.257% : 5.8% ¢ 5.3% : 4.87% s 4,42 & 392 1 3.4 : 3% ¢ 2.5% s 25% 3 278,
: valued not over $3 a dozen. : : : H s $ H H : 2 ¢ [
$ Other: 2 5 : $ : 2 $ H $ H
702.37A 3 Not bleached or colored-——-—-—--—-= : 10% £ 9.3% s 8.5% : 7.8% :t 1% : 6.2% : 5.5% : 4.87% : 4% : 25% : 10,631
702.40A Bleached or colored—-————====-- : 64 + 5% T 5.5 + 2 S.14 4 2 4.6 4+ 2 4.24 + 2 3.7 4 ¢ 3.34 + 2 2.84 + 2 2.4% 4+ ¢ 254 4+ 257 : 10,086
: : : 4.67 : 4,37 : 3,97 ¢ 3.5% : 3.1% 2.8% : 2.4% ¢ 2% g :
¢+ Not sewn, but blocked or trimmed: : : L H % H : £ : ¥
702.45A :  Valued not over $3 a dozen———-————- : 25% : 6/ : 6/ : 6/ : 6/ : 6/ : 6/ : 6/ : 6/ : 25% : 58
702.47A% :  Other : 102452 : &/ : & : ® : 8/ 5 + B : 8 : B :+ $3.50 +: 4,199
: H $ 3 H H L (] § $ o 507
1/ Excludes headwear made from synthetic straw of manmade fibers, provlded for under TSUS items 703.05 and 703. 15 Most of the imports under item 703.05

(31.8 million dollars'

worth in 1981) and item 703.15 ($4.5 million dollars’'

worth) consist of textile hats and are subject to control under the MFA.

2/ The designation "A" or "A*" indicates that the item is currently designated as an eligible article for duty-free treatment under the U.S. Generalized
"A*" {ndicates that certain of these countries,

System of Preferences.

"A" indicates that all beneficiary developing countries are eligible for the GSP.

gpecified in general headnote 3(c) of the Tariff Schedules of the United States Annotated (TSUSA), are not eligible.
TSUSA is included in app. A.

3/ Rate effective prior to Jan. 1, 1980.
%/ The col. 1 rates are most-favored-nation rates assessed on imports from all noncommunist countries and China, Hungary, Poland, Romania, and Yugoslavia.
5/ The col. 2 rates are assessed on imports from Communist countries other than those listed above.

6/ No tariff reduction granted in the Tokyo round of the MIN.

A copy of general headnote 3(c) of the
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Like or directly competitive headwear, except for synthetic straw
headwear (TSUS items 703.05 and 703.15), is also eligible for GSP treatment.
However, imports from Mexico under items 702.32 and 702.40 are not eligible
for duty—-free treatment in 1982 because Mexico exceeded the competitive-need
limits in 1981.

With the exception of synthetic straw headwear made of manmade fibers
(items 703.05 and 703.15), straw headwear is not subject to import controls
under the Multifiber Arrangement (MFA). Officially known as the Arrangement
Regarding International Trade in Textiles, the MFA provides the legal
framework for bilateral agreements among its signatories, allowing for the
orderly development of international trade in textiles and apparel of cotton,
wool, and manmade fibers.

The Domestic Industry

U.S. producers

Information received from industry sources indicates that approximately
10 to 15 firms currently produce headwear of sewn natural straw; two other
firms ceased production of these hats in 1981. Approximately 25 additional
firms produce woven natural, synthetic, and paper straw headwear and a few of
these also sew synthetic or paper braid into hats.

Questionnaire responses were received from 20 firms; however, usable data
were received from only 13. The 13 firms are located in Illinois,
Massachusetts, Missouri, New York, and Texas. Most of the firms produce cloth
headwear, as well as straw hats, with straw hats representing between 25 and
50 percent of their total headwear shipments. About half the firms produced
only men's headwear. The remaining firms produced both men's and women's
headwear or only women's. Two firms producing millinery (women's hats) sewed
only synthetic braid, and five firms produced only woven straw headwear.

Channels of distribution

The distribution of straw headwear varies considerably, by type of hat
and by producer. Much of the distribution of men's straw headwear is
controlled primarily by "jobbers.” Unlike jobbers in other parts of the
apparel industry, which own the materials and contract out their production,
the headwear jobbers act as wholesalers or distributors. They purchase straw
hats from domestic producers, importers, and occasionally from foreign
producers and, in turn, sell to and service retail accounts, varying from
department stores to small specialty and gift stores. Some jobbers also sell
directly to consumers. Jobbers sell headwear through their sales forces,
catalogs, and exhibits at trade shows.

U.S. producers of millinery distribute their products through several
different channels. Some sell directly to retail stores, employing their own
sales agents; others contract with independent sales agents (known as
comnission houses), which handle a variety of headwear and other apparel
articles. The independent sales agent does not purchase the headwear, but
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serves the function of selling the millinery. Both types of sales agents have
showrooms in New York City, where retailers or representatives from buying
offices come to purchase merchandise. The sales agent then places the order
with the manufacturer, who distributes the merchandise directly to the

retail stores.

U.S. production

Since most U.S. producers could not provide data on their production of
natural straw hats according to the type of plants from which the straw was
derived, data were compiled on all sewn headwear of natural straw. Such
production increased 7 percent from 1979 to 1981, and decreased 60 percent in
January—-April 1982, compared with the corresponding period in 1981, as shown
in the following tabulation:

Production

(dozen)

1979=====mmmm e 134,189

1980————~—————————— 138,965

198] ~—=——m—— e 144,123
January—-April-—

1981 -—=——=——=————m 72,100

1982——==—mmm s - 29,193

Approximately three—quarters of these straw hats were Western hats, with
the remainder consisting of men's dress hats, women's dress hats, and State
police and other uniform hats. The increase in production from 1979 to 1981
was caused largely by the increased popularity and demand for Western hats
which began in 1979, peaked in the beginning of 1981, and declined in the
summer of 1981. The significant decrease in production occurring in
January-April 1982 largely reflected the sharp decline in demand for Western
hats and the resulting increased producers' inventories. Industry sources
indicated that the demand for Western or cowboy hats in 1979 started suddenly
and the increased production that occurred between 1979 and early 1981 was
such that U.S. producers could not fill orders fast enough to meet the rapidly
rising demand.

The producers' capacity to produce sewn headwear of natural straw cannot
be separately determined since the employees and machinery used in the
production of natural straw hats are also used in the production of synthetic
and paper hats. Therefore, capacity data were collected on all sewn straw
headwear. The estimated capacity for eight of the firms sewing all types of
straw headwear increased from 210,287 dozen in 1979 to 304,936 dozen in 1981.
In Januvary-April 1982, overall capacity for the respondents decreased 10
percent from the level in January—-April 1981. The rate of capacity
utilization for these firms decreased slightly in 1980 from the level in
1979. One firm which accounted for * * * percent of total capacity in 1980,
increased their capacity, gearing up for the projected increased demand for
Western hats. This firm's production, however, did not increase as rapidly as
their capacity during 1980. The following tabulation illustrates the rate of
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capacity utilization for the firms producing sewn headwear of synthetic,
paper, and natural straw:

. . : January-April--
Ttem . 1979 : 1980 oo 1981 R B R
' X . 1981 1982

Production of sewn straw : 2 : : :
headwear—-————-——-- dozen——: 184,271 : 197,051 : 201,377 : 104,184 : 38,284

Capacity of sewn straw : $ ? : :
headwear——-———--- dozen—-: 210,287 : 233,067 : 304,936 : 114,797 : 103,626

Capacity utilization : $ 5 : %
rate————m=m=———— percent——: 88 : 85 : 66 : 91 : 37

The trend in U.S. production of like or directly competitive articles, as
reported in the Commission questionnaires, parallels that of the production of
sewn natural straw headwear, showing an increase from 1979 to 1981 and a
decrease in January-April 1982 compared with January-April 1981. U.S.
production of like or directly competitive products, by types, is shown in the
following tabulation:

X i : X January-April--
Item o 1979 ) 1980 o 1981 : S
: : ) : 1981 X 1982
Woven natural straw : 4 § $ g
hatg=—=—m=nmsmea= dozen——: 222,014 : 281,488 : 332,646 : 114,592 : 72,365
Woven synthetic and : : : : H
paper straw hats : 2 : $

dozen—-: 162,630 : 194,923 : 214,537 : 72,143 : 58,604

Sewn synthetic and paper : : : : :
straw hats——-—-——-— dozen—-: 50,082 : 58,086 : 57,254 : 32,084 : 9,091
Total———————————————m : 434,726 @ 534,497 : 604,437 : 218,819 : 140,060

.
.

U.S. producers' shipments

As can be seen from the following table, shipments of sewn natural straw
hats generally paralleled production. Domestic shipments of these items
increased 7 percent from 132,900 dozen in 1979 to 142,515 dozen in 1981.
Shipments then declined 61 percent to 28,603 dozen in January-April 1982,
compared with shipments in the corresponding period of 1981.

The value of domestic shipments of sewn natural straw headwear increased
steadily from 1979 to 1981, by 23 percent, compared with a 7-percent increase
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in quantity. In January—-April 1982, the value of shipments decreased 44
percent compared with the value of shipments in January-April 1981. Much of
the decrease can be attributed to the decline in demand for Western hats.
Although shipments from all but two of the reporting firms decreased in
January-April 1982, those firms producing mainly Western hats experienced the
greatest decreases.

Shipments of directly competitive articles paralleled the trend that
occurred in domestic shipments of sewn natural straw headwear. Specifically,
total shipments of directly competitive products increased 37 percent from
393,996 dozen in 1979 to 540,161 dozen in 1981 and decreased 47 percent in
January—-April 1982 compared with shipments in the corresponding period in
1981. The value of these shipments totaled $44.3 million in 1981, or 56
percent more than in 1979.

Sewn natural straw headwear and like or directly competitive articles:
Shipments by certain U.S. producers, by types, 1979-81, January-April 1981,
and January-April 1982

: : : : January-April--
Type o 1979 ° 1980 © 1981 s
' i : T 1981 0 1982

Quantity (dozen)

Sewn natural straw : : 3 - :
hatg~==—smmmsanmameiasaa: 132,900 ¢ 138,193 : 142,515 : 73,405 : 28,603
Sewn synthetic or paper : : s : s
straw headwear-—---—-————-— : 48,232 : 55,286 « 52,554 : 31,294 : 75251
Woven natural straw head- : : : : 5 $
wear——————————-——-— SESEeS ¢ 198,797 . 269,050 : 311,527 : 130,495 : 67,881
Woven synthetic and paper : : : s ¢
straw headwear-—-------——: 146,967 : 189,275 : 176,080 : 71,896 : 48,795

Total, like or ?
directly competitive: $ s : :
articles——--——------: 393,996 : 513,611 : 540,161 : 233,685 : 123,927

Value (1,000 dollars)

Sewn natural straw § - 2 - $
headwear-—————-—=-—=~=---: 7,650 : 8,584 : 9,438 : 55155 & 2,884
Sewn synthetic or paper - : 3
straw headwear—-——-——---—-: 2,731 & 3,281 : 3,482 : 2,049 : 657
Woven natural straw - : H : s
headwear—-——-——====—===-- : 11,676 : 17,406 : 19,671 : 8,095 : 4,548
Woven synthetic and paper : : : : :
straw headwear—-——-——-—----: 13,954 : 19,493 : 21,107 : 10,388 : 9,089
Total, like or : : : : T
directly competitive: y ] ¢ :
articles-—=-==-——=-————=: 28,361 : 40,180 : 44,260 : 20,532 : 14,294

Source: Compiled from data submitted in response to questlonnaires of the
U.S. International Trade Commission.
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U.S. producers' inventories

Inventories of natural straw hats, both sewn and woven, held by U.S.
producers responding to the Commission's questionnaires increased 99 percent
in terms of quantity from 1979 to 1981, and 94 percent in terms of value, as
shown in the following tabulation:

As of Dec. 31-- * As of Apr. 30--
Item . " . : L
1979 ) 1980 o 1981 ) 1981 1982
Quantity-————————-- dozen—-: 21,065 : 23,215 3 41,828 : *k%k 24,216

Value—-—-—-— 1,000 dollars—-: 779 : 851 : 1,506 3 543 : 869

The sizable inventory increases in 1981 and January-April 1982 were caused in
part by the abrupt decline in demand for the Western hats which took place
about June 1981. * * *, The inventory level for these firms as a share of
their total production increased from 6 percent in 1979 to 9 percent in 1981.
The inventory level as of April 30, 1982, was 24 percent of production,
compared with * * * percent as of April 30, 1981.

U.S. Employment

Data on employment submitted by 15 producers of all types of straw
headwear in response to Commission questionnaires are shown in the following
tabulation:
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January-April--

Ttem 1979 ¢ 1980 ¢ 1981

1981 X 1982
All persons employed by g :
establishments produc- s s g :
ing straw headwear—-—---—-— s 1,780 : 2,171 : 1,845 : 2,292 : 1,268
Production and related 8 s : $ g
workers employed - 4 s
in the production of--: $F : 3 3
All headwear—-—-—————-———- : 1,590 : 1,970 : 1,643 : 2,034 : 1,060
Sewn headwear of : $ s : :
straw 1/ 2/-~————————o - 145 : 158 : 167 : 123 : 114
Woven headwear of 3 : : : 2
3 820 : 557

straw 1/—=-—————mm=m=: 637 : 885 : 761 :

1/ Partially estimated by the Commission staff.
2/ Includes all workers producing sewn straw headwear; sewers and finishers.

Employment of production and related workers producing all types of
headwear, including cloth headwear, increased 24 percent from 1979 to 1980,
decreased 17 percent from 1980 to 1981, and decreased 48 percent in
January-April 1982 compared with the level in the corresponding period in
1981. Employment of production and related workers producing woven straw hats
followed the same trend throughout the period. Employment in sewn straw hat
production, however, increased from 1979 through 1981 and then decreased 7
percent in January—-April 1982. For most of the firms, employment of
production and related workers producing sewn straw hats remained relatively
stable during the period; however, the number of workers in one of the larger
firms producing men's sewn straw dress and Western hats increased 24 percent
from 1980 to 1981. The overall decline in the number of production and
related workers in January—-April 1982 most likely reflects the decline in
demand for Western hats.

Data on the number of man-hours worked by production and related workers
in the industry were available from the questionnaire respondents only for
workers producing all headwear. The data reported by 13 firms, indicate that
man—hours worked by production and related workers producing all types of
headwear, including cloth headwear, increased 38 percent from 1979 to 1981 and
then decreased 42 percent in January-April 1982 compared with those in the
corresponding period of 1981, as shown in the following tabulation:

Man-hours

(thousands)
A 2,992
1980-——=====—— e 3,787
1981 - 4,126
January-April-—-
1981———=m—mm e 1,515

1982~ === e 881
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U.S. Importers

Importers of straw headwear include (1) general importers that handle a
diverse group of products, including headwear; (2) importers that deal in all
types of headwear; (3) large retail chains that import directly; (4) shops
specializing in apparel and accessories and novelty or gift shops; and (5)
private citizens. 1In addition, many of the U.S. straw hat producers directly
import hat bodies (mostly woven as opposed to sewn) to block and trim into
finished headwear and, to a lesser extent, import finished straw hats to
supplement their lines.

U.S. Imports

Questionnaires requesting data on imports were mailed to all known
importers of sewn straw headwear and a sample of importers of like or directly
competitive articles. Respondents to the Commission's questionnaire accounted
for approximately 45 percent of the total value of imports of the sewn straw
headwear under investigation in 1981. The percentage of total imports of like
or directly competitive articles accounted for by these respondents in 1981
amounted to approximately 40 percent.

U.S. imports of natural synthetic straw headwear include both finished
and unfinished headwear, of which many styles or types are not produced
domestically. Virtually all the woven straw hat bodies used in the domestic
production of finished woven straw hats are imported, and many of the
inexpensive finished woven straw hats, such as birds' nest hats, sun or beach
hats, sombreros, and the foldable hats from Taiwan are not produced
domestically. The types of imported headwear that are produced domestically
include Western hats, men's dress hats, such as the Panama and Harrison Ford
styles, and millinery, such as some of the wide-brim "floppy" hats.

Although there are great variations in the quality and styling of
imported straw hats, they are generally comparable in quality to the
domestically made hats. Of the 18 questionnaire respondents which imported
finished sewn straw headwear under TSUS items 702.28 and 702.30, 12 imported
only Western straw headwear and accounted for approximately 60 percent of the
total value of the 18 respondents' imports. The remaining six firms imported
the foldable hats from Taiwan, men's dress hats, and millinery.

U.S. imports of the headwear under investiation

Official statistics of the U.S. Department of Commerce show that U.S.
imports of the sewn straw headwear under investigation (TSUS items 702.25,
702.28, and 702.30) increased 280 percent from 31,766 dozen in 1977 to 120,823
dozen in 1981 (table 1, app. B). The value of these imports increased 350
percent from $517,000 in 1977 to $2.3 million in 1980 before decreasing 15
percent to $2.0 million in 1981. 1/ 1In January-June 1982, these imports

1/ Counsel represeﬁting a Korean producer and exporter of straw hats
testified at the Commission public hearing that the level of these imports is
somewhat overstated because they include sewn headwear derived from nongrain
plants as well as grain plants. Transcript of the hearing, p. 76.
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decreased 36 percent in terms of quantity and 25 percent in terms of value
from those in the corresponding period of 1981. The sharp increases in
imports occurring in 1979 and 1980 were generated in part by the increased
demand for the popular Western hats; the decrease in imports during
January-June 1982 was largely a delayed response to the demise of the fad.

From 1977 to 1980, the major supplier of the sewn straw headwear under
investigation was Italy (a non-GSP beneficiary country), accounting for 49
percent of total imports in 1980. Virtually all the imports from Italy
consisted of straw headwear valued at more than $15 a dozen (TSUS item
702.30). According to industry sources, many of the Italian hats were Western
hats made from braided wheat straw imported from China. The remainder
consisted of millinery and some men's dress hats. Although Italy remained the
ma jor supplier in 1981 in terms of value, its shipments declined 47 percent in
terms of value and 54 percent in terms of quantity from those in 1980.

Imports from Italy continued to decrease in January—June 1982, declining 41
percent from imports in the corresponding period of 1981. The decrease was
attributed in part to * * *,

The decrease in shipments of Italian headwear in 1980 and 1981 was more
than offset by an increase in imports from Taiwan and Korea (GSP beneficiary
countries) and China (a non-GSP beneficiary country). Imports of the headwear
under investigation from Taiwan increased 321 percent from $108,000 in 1980 to
$455,000 in 1981. Most of these imports consisted of straw headwear valued
not over $15 a dozen (TSUS item 702.28), of which Taiwan has been the major
supplier since 1979. 1In 1981, Taiwan accounted for 74 percent of the total
value of imports classified under TSUS item 702.28 (table 2).

Korea entered the U.S. market for sewn straw headwear in 1981 with 14,721
dozen, valued at $314,000, thereby becoming the third largest foreign supplier
(table 1). Almost three—fourths of these imports consisted of sewn straw hats
valued at more than $15 a dozen (TSUS item 702.30), and are believed to have
been mostly Western hats. In January-June 1982, Korean hats imported under
TSUS item 702.30 totaled 9,117 dozen, valued at $243,000, up from 4,055 dozen,
valued at $87,000, in January-June 1981 (table 3). Some of this increase is
believed to have been due to Western hats ordered in 1981, which because of
the lag time in shipping, arrived in the first half of 1982.

Imports of the sewn straw headwear under investigation from China
decreased from 3,048 dozen, valued at $10,000, in 1979 to 2,597 dozen, valued
at $23,000, in 1980 (table 1). In 1981, these imports rose to 19,764 dozen,
valued at $111,000. Most consisted of hat bodies imported under TSUS item
702.25, of which China became the leading supplier in 1981. Before 1981,
Taiwan and Brazil (both GSP beneficiary countries) were the major suppliers.
Imports of hat bodies have been increasing steadily since 1977, reaching
$298,000 in 1981 (table 4). Such imports rose 45 percent in January-June 1982
from those in the corresponding period of 1981, totaling $244,000, and Italy
emerged as the leading supplier with 41 percent of the total. WNone of the
U.S. manufacturers which responded to the Commission questionnaire reported
using imported hat bodies in their manufacturing operations. However,
representatives for the domestic industry stated in their posthearing
statement that U.S. manufacturers do occasionally import certain quantities of
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these hat bodies. One U.S. firm which imported one large shipment of hat
"bodies in 1981 to finish into Western hats was located by the Commission
staff. Only a small portion of these hats entered the market because the sewn
bodies were not as pliable as woven hat bodies and did not result in a
satisfactory product.

U.S. imports of like or directly competitive headwear

Headwear that is commercially competitive with the headwear classified
under TSUS items 702.25, 702.28, and 702.30 includes sewn strawlike headwear
made from synthetic materials, paper, and unspun fibrous vegetable materials
other than straw, and woven straw headwear. U.S. import data for sewn straw
headwear of synthetic materials are not available from official statistics.
Data were requested on imports of synthetic and paper sewn hats together in
the questionnaires; however, only 7 of the 47 respondents reported imports of
these items. These data are not likely to represent a significant portion of
