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MARCH 13, 1978
‘ USITC 78-026

USITC REPORTS RESULTS OF SURVEYS OF THE
US COLOR TV INDUSTRY

The United States International Trade Commission has completed its
third quarterly survey of U.S. manufacturers of color television receivers
to obtain data on economic factors indicative of conditions in the U.S.
industry. The survey, required by Presidential Proclamation No. 4511,
covers the fourth quarter of 1977l The Commission previously reported
data obtained for the fourth quarter of 1976 and the first three quarters
of 1977 (USITC 77-087).

The Commission has submitted detailed data in confidence to the
Special Representative for Trade Negotiations who is responsible for
monitoring the Orderly Marketing Agreement implemented by the Presidential
Proclamation. Data which do not reveal operations of individual firms have
been aggregated and are available from the Office of the Secretary, United
States International Trade Commission, Washington, D.C. 20436. These
monthly data cover October 1976 through Decembef 1977 and show production,
shipments, inventoriesy imports, employment, man-hours, and certain prices

+of U.S. producers.






Table 1.--Complete color television receivers: U.S. production, by screen size
categories, by months, October 1976-December 1977

(In units)

Screen size category

Period ¢ 17 inches : 18 inches : 20 inches :
: and under :and 19 inches: and over Total

1976: : HE : :
.October-- : 110,506 : 224,440 236,824 571,770
November-- : 65,630 : 221,491 : 231,287 : 518,408
December-- : 60,485 : 159,047 : 170,343 : 389,875
Total (Oct.-Dec.)-———————- : 236,621 : 604,978 638,454 1,480,053

1977: _ : : : : :
January-- : 76,373 : 207,207 : 188,184 : 471,764
February : 83,641 : 210,928 : 218,312 : 512,881
March : 99,896 : 285,052 : 238,395 : 623,343
Subtotal-- : 259,910 : 703,187 : 644,891 : 1,607,988
April - : 98,924 : 232,384 : 199,033 : ' 530,341
May : 87,407 : 251,345 : 268,590 : 607,342
June -: 111,106 : 273,550 : 301,970 : 686,626
Subtotal--- : 297,437 : 757,279 769,593 : 1,824,309
July : 67,161 : 164,233 : 163,174 : 394,568
August : 97,459 ¢+ 1/ 242,655 : 270,524 : 1/ 610,638
September : 92,636 : 303,115 : 296,512 : 692,263
Subtotal : 257,256 : 710,003 : 730,210 : 1,697,469
October : 90,930 : 321,983 : 284,978 : 697,891
November : 75,212 : 285,871 : 285,712 : 646,795
December : 59,204 : 235,469 : 235,909 : 530,582
Subtotal - : 225,346 : 843,323 : 806,599 : 1,875,268
Total : 1,039,949 : 3,013,792 : 2,951,293 : 7,005,034

1/ Revised.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.



Table 2.--Complete color television receivers: U.S. imports by producing establish-
ments, by screen size categories, by months, October 1976-December 1977

Screen size category

Period 17 inches : 18 inches
Total
and under : and over =
Quantity (units)
1976: : : :
October : 21,205 : 11,026 : 32,231
November H 17,099 : 11,683 H 28,782
December : 12,592 : 11,495 : 24,087
Total (Oct.-Dec.)——=—===——- : 50,896 : 34,204 : 85,100
1977: : : :
January- : 10,556 : 5,871 : 16,427
February : 4,424 2,195 : 6,619
March : 11,215 : 8,070 : 19,285
Subtotal : 26,195 : 16,136 : 42,331
April : 11,973 : - 7,553 : 19,526
May : 24,027 : 19,880 : 43,907
June : 30,066 : 26,447 : 56,513
Subtotal : 66,066 : 53,880 : 119,946
July : 5,685 : 16,244 : 21,929 .
August : 19,342 : 24,122 : 43,464
September : 7,383 : 29,220 : 36,603
Subtotal- : 32,410 : 69,586 : 101,996
October : 17,436 : 33,635 : 51,071
November : 9,852 : 26,874 : 36,726
December : 4,308 : 20,232 : 24,540
Subtotal : 31,596 : 80,741 : 112,337
Total- : 156,267 : 220,343 : 376,610
. Value (1,000 dollars)
1976: : : :
October : 3,631 : 2,508 : 6,139
November : 2,941 : 2,596 : 5,537
December : 2,342 : 2,363 : 4,705
Total (Oct.-Dec.)=——————==: 8,914 : 7,467 : 16,381
1977: : : :
January : 1,796 : 1,167 : 2,963
February : 942 : 491 1,433
March A : - 2,119 : 2,089 : 4,208
Subtotal : 4,857 : 3,747 : 8,604
April : 1,973 : 1,752 : 3,725
May : 4,041 : 4,046 : 8,087
June : 4,821 5,256 : 10,077
Subtotal : 10,835 : 11,054 : 21,889
July : 888 : 3,680 : : 4,568
August : 3,249 : , 5,492 : 8,741
September : 1,270 : 6,565 : 7,835
Subtotal : 5,407 : 15,737 : 21,144
October : 2,793 : 7,739 : : 10,532
November : 1,550 : 6,048 : 7,598
December : 685 : 4,515 : 5,200
Subtotal : 5,028 : 18,302 : 23,330
Total : 26,127 : 48,840 : 74,967

/ U.S. imports of complete color television receivers with a screen size of 20
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Table 3.-~-Complete color television receivers: U.S. producers' inventories l/of U.S.-
made and imported receivers, by screen size categories, by months, October 1976-
December 1977

(In units)

Screen size category

Period : 17 inches : 18 inches : 20 inches :
: and under :and 19 inches: and over Total

1976: : : : :
~ October -—-: 234,050 : 257,813 : 257,255 : 749,118
November-- : 216,225 : 263,646 : 271,718 : 751,589
December- : 207,412 : 207,168 : 211,388 : 625,968
Average (Oct. _Dec. )———————=: 219,229 : 242,876 : 246,787 : 708,892

1977: : : : :
January : 208,233 : 205,612 : 207,235 : 621,080
February v , : 203,650 : 206,198 : 209,061 : 618,909
March : 229,246 : 218,683 : 209,854 : 657,783
Average (Jan.-Mar.)—-——---— : 213,710 210,164 : 208,717 : : 632,591
April- - ¢ 249,532 : 251,591 : 247,606 : 748,729
May : 257,589 : 324,145 : 321,608 : 903,342
June : 268,617 : 317,746 : 314,013 : 900,376
Average (Apr.-June)-------—-: 258,579 : 297,827 : 294,409 : 850,815
July—- : 238,767 : 300,568 : 281,239 : 820,574
August- ¢ 251,917 : 303,994 : 268,374 824,285
September ¢ 214,809 : 295,997 : 246,917 : 757,723
Average (July-Sept.)——--——: 235,164 :_ 300,186 : 265,510 : 800,860
October : 207,988 : 299,796 : 237,194 : 744,978
November : 169,637 : 302,414 : 264,473 736,524
December : 134,213 : 266,382 : 255,841 : 656,436
Average (Oct.-Dec.)====———- ¢ 170,612 : 289,530 : 252,503 : 712,645
Average (1977) : 219,516 : 274,427 255,285 : 749,228

1/ Reported on the last day of the month.

Source: Compiled from data submitted in response to questlonnalres of the U S. =
International Trade Commission. :

Note.--Most respondents were unable to net their production, imports, and ship-
ments with inventories. 1In all cases the error was small. No attempt was made to
force the balance.



Table 4.--Complete color television receivers: U.S. producers' shipments (excluding
exports) 1/of U.S.-made and imported receivers, by screen size categories, by
months, October 1976-December 1977

Screen size category

Period : 17 inches : 18 inches : 20 inches :
: and under :and 19 inches: and over Total
Quantity (units)
1976: : . . .
October : 108,360 : 230,503 229,777 . 568,640
November : 94,656 : 226,048 : 217,987 : 538,691
December : - 79,206 : 2/ 212,986 : 217,122 ; 2/ 509,314
Total (Oct.-Dec.)-—==—————=: 282,222 : 669,537 : 664,886 : 1,616,645
1977: : : : :
January : 85,107 : 213,507 : 189,667 : 488,281
February : 84,883 : 207,726 : 210,348 : 502,957
March : 89,377 : 258,868 : 229,937 : 578,182
 Subtotal : 259,367 : 680,101 . : 629,952 : 1,569,420
April : 88,681 : 187,993 : 158,991 : 435,665
May : 103,342 : 211,683 : 196,106 : 511,131
June : 126,596 : 293,080 : 299,479 : 719,155
Subtotal : 318,619 : 692,756 : 654,576 : 1,665,951
July :2/ 90,097 : 2/ 197,488 : 187,554 : 2/ 475,139
August :2/ 108,093 : 2/ 254,591 : 277,795 : 2/ 640,479
September :2/ 130,077 : 2/ 318,308 : 2/303.479 : 2/ 751.864
Subtotal: : 328,267 : 770,387 : 768,828 1,867,482
October : 111,762 : 340,978 : 289,453 : 742,193
November : 117,336 : 305,276 : 257,172 : 679,784
December : 96,579 : 273,826 : 226,387 : 596,792
Subtotal : 325,677 : 920,080 : 773,012 : 2,018,769
Total 1,231,930 : 3,063,324 : 2,826,368 : 7,121,622
: ’ Value (1,000 dollars)
1976: : : : :
October : 27,053 : 71,564 : 105,606 : 204,223
November: : 23,484 70,080 : 101,412 : 194,976
December : 19,861 : 66,325 : 99,310 : 185,496
Total (Oct.-Dec.)===—==—=—-: 70,398 : 207,969 : 306,328 : 584,695
1977: : : : :
January : 21,023 : 65,901 : 83,950 : 170,874
February : 20,972 : 63,781 : 93,942 : 178,695
March - : 21,447 : 77,657 : 102,859 : 201,963
Subtotal : 63,442 : 207,339 : 280,751 : 551,532
April : 21,086 : 55,640 : 70,267 : 146,993
May : 26,100 : 65,207 : 89,253 : 180,560
June : 30,980 : 88,686 : 137,955 : 257,621
Subtotal : 78,166 : 209,533 : 297,475 : 585,174
July :2/ 21,323 : 2/ 58,710 : 84,824 : 2/ 164,857
August :2/ 26,132 : 2/ 74,294 : 124,988 : 2/ 225,414
September .2/ 30,504 : 2/ 91,838 : 2/139.050 : 2/ 261.392
Subtotal : 77,959 : 224,842 : 348,862 : 651,663
October : 27,153 : 100,555 : 131,319 : 259,027
November : 27,831 : 89,873 : 117,452 : 235,156
December : 23,438 : 83,156 : 104,242 : 210,836
Subtotal: : 78,422 273,584 : 353,013 : 705,019
Total i 297,989 : 915,298 : 1,280,101 : 2,493,388

v
.

1/ The quantity and value of exports are small and are revealing of the operations
of individual firms.
© 2/ Revised.



Table 5.--Color television receivers: Average number of persons employed and
man-hours worked in the production of color television receivers 1/in those
-establishments where complete television receivers are produced, by months,
October 1976-December 1977

Average number of ::

persons employed . Man-hours worked

Period f All fProduction ff All fProduction
. persons .and related. . persons .and related
: workers | . workers

: Number : Number :: 1,000 : 1,000
: : ¢ tman-hours: man-hours

1976: . : HH :

October—- s 29,679 : 25,494 :: 5,128 : 4,372
November : 28,864 : 24,654 :: 5,012 : 4,208
December : 28,027 : 23,945 :: 4,045 : 3,317

Average or subtotal (Oct.-Dec.)---: 28,857 : 24,698 :: 14,184 : 11,896

1977: T : HH .

January : 27,022 : 22,935 :: 4,361 : 3,612
February . 27,132 22,959 :: 4,352 : 3,608
March : 27,623 : 23,602 :: 4,988 : 4,179

Average or subtotal : 27,259 : 23,165 :: 13,701 : 11,399
April-- : 28,500 : 24,363 :: 4,861 : 4,101
May : 29,506 : 25,468 :: 5,256 : 4,480
June-- - : 30,106 : 25,897 :: 5,876 : 4,977

Average or subtotal : 29,371 : 25,243 :: 15,993 : 13,558
July ¢ 31,229 : 26,513 :: 4,186 : 3,519
August : 30,968 : 26,460 :: 5,477 : 4,676
September--- : . 30,377 : 26,339 :: 5,387 : 4,686

Average or subtotal- : 30,858 : 26,437 :: 15,050 : 12,881
October : 29,256 : 25,359 :: 4,929 : 4,201
November : 29,033 : 25,158 :: 4,953 : 4,218
December : 28,493 : 24,655 :: 4,817 : 4,099

Average or subtotal : 28,927 : 25,057 :: 14,698 : 12,517

Average or total(1977) : 29,104 : 24,976 :: 59,442 : 50,355

"1/ Does not include color picture tubes.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.



Table 6.--Color television receivers:

Average unit net selling price of U.S.

producers, by selected screen size categories, by months, October 1976-

December 1977

Screen size category

Period ® 13 inches @ 16 inches and : 18 inches and : 20 inches
: : 17 inches 19 inches and over
1976: : : :
October- - $231.57 : $299.87 : $310.47 :  $459.60
November 235.17 : 306.29 : 310.02 : 465.22
December 214.79 : 315.55 : 1/ 311.40 : 457.39
Average (Oct.-Dec.)---: 228.42 : 306.07 : -310.62 : 460.72
1977: : : : 3
January : 226.11 : 300.36 : 308.66 : 442.62
February 225.16 = 300.53 : 307.04 : 446.60
March - :220.73 : 277.06 : 299.99 : 447.34
Average (Jan.-Mar.)---: 223.72 : 291.68 : 304.87 : 445.67
April - : 212.64 : 270.20 : 295.97 : 441.96
May 222.69 : 289.38 : 308.04 : 455.13
June T 222,28 5 284.35 302.60 : 460.65
Average (April-June)--: 219.91 : 282.09 : 302.46 : 454.45
July—- : 1/ 222.98 : 1/ 315.56 : 1/ 297.28 : 452.26
August : 1/ 223.26 : 1/ 280.35 : 1/ 291.82 : 449.93
September : 1/ 221.48 : 1/ 283.73 : 1/ 288.52 : 1/ 458.19
Average (July-Sept.)-—: =~ '222.48 : 288.95 : 291.86 : 453.76
October : 226.90 : 305.94 : 294.90 : 453.68
November : 223.25 : 289.61 : 294.40 : 456.71
December : 226.50 : 302.01 : 303.68 : 460.46
Average (Oct.-Dec.)---: 225.56 : 299.10 : 297.35 : 456.67
Average (1977)-———-———-: 223.03 : 289.47 : 298.79 : 452.91
1/ Revised.
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.



Library Cataloging Data

U.S. International Trade Commission.
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FOR IMMEDIATE RELEASE CONTACT: Hal Sundstrom
March 15, 1978 (202) 523-0161

USITC 78-029

USITC FINDS IMPORTS OF GLOVES FROM THE PEOPLE'S REPUBLIC
OF CHINA ARE NOT CAUSING MARKET DISRUPTION IN THE UNITED STATES

The United States International Trade Commission reported today
" to the President that market disruption does not exist with respect
to the importation of certain cotton work gloves from the People's
Republic of China.

This is the first Commission investigation under section 406
of the Trade Act of 1974, which deals with market disruption by im-
ports from a Communist country.,

The Commission vote was 4 to 2. Finding in the negative were
Vice Chairman Joseph 0., Parker and Commissioners George M, Moore,
Cétherine Bedell, and Bill Alberger. Voting in the affirmative
were Chairman Daniel Minchew and Commissioner Italo H. Ablondi.

Following receipt of a petition filed by the Work Gloves Manu-
facturers Association of Libertyville, I11., on December 15, 1977;
the Commission instituted its investigation under section 406 of
the Trade Act of 1974, A public hearing was held in Washington,

D.C., on February 7, 1978, in the Commission's hearing room.

more



USITC FINDS IMPORTS OF GLOVES FROM THE PEOPLE'S REPUBLIC OF CHINA ARE NOT
CAUSING MARKET DISRUPTION IN THE UNITED STATES

Domestic producers of cotton work gloves are located principally
in Ohio, Illinois, Michigan, Iowa, North Carolina, and Tennessee.

In 1977, domestic producers shipped an estimated 21.2 million dozen
pairs of these gloves and exported an estimated 630,000 dozen»pairs.

Imports in 1977 from all countries totaled 6.3 million dozen
pairs including 868,000 dozen pairs from the People's Republic of
China.

Inasmuch as the Commission has determined that imports of the
article produced in the People's Repﬁblic of China are not causing
market disruption in the United States, the case is now closed, and
there will be no further action.

The Commission's report, Certain Gloves from the People's

Republic of China (USITC Publication 867), contains the views of

the Commissioners and information developed in the investigation
(No. TA-406-1). Copies may be obtained by calling (202) 523-5178
or from the Office of the Secretary, 701 E Street NW., Washington,

D.C. 20436.
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REPORT TO THE PRESIDENT

United States International Trade Commission
March 15, 1978

To the President:

In accordance with section 406(a)(3) of the Trade Act of 1974, the United
States International Trade Commission herein reports the results of an investiga-
tion relating to certain cotton gloves from the People's Republic of China. The
investigation (No. TA-406-1) was undertaken to determine with respect to imports
of gloves of cotton, without fourchettes or sidewalls, provided for in items 704.40
and 704.45 of the Tariff Schedules of the United States, which are the product of
the People's Republic of China, whether market disruption exists with respect to
an article produced by a domestic industry.

The Commission instituted the investigation, under the authority of section
406(a) of the Trade Act, on December 28, 1977, following the receipt'of a petition
under section 406 of the Trade Act for relief from cotton gloves, without four-
chettes or sidewalls, imported from the People's Republic of China, filed on
behalf of the Work Glove Manufacturers Association, Libertyville, Illinois. The
Commission held public hearings on this matter in Washington, D.C. on February 7
and 8, 1978. Notice of the institution of the investigation and of the public
hearing was published in the Federal Register of January 4, 1978 (43 F.R. 800).

The information in this report was obtained from fieldwork and interviews by
members of the fhe Commission's staff, from other Federal agencies, from responses
to the Commission's questionnaires, from information presented at the public
hearing, from briefs submitted by interested parties, and from the Commission's

files.



A transcript of the hearings and copies of briefs submitted by interested

parties in connection with this investigation are attached. 1/

Determination and Findings of the Commission
On the basis of ifs investigation in TA-406-1, concerning a product of the
People's Republic of China (cotton work gloves, without fourchettes or sidewalls,
provided for in items 704.40 and 704.45 of the Tariff Schedules of the United
States) the Commission determines (Chairman Minchew and Commissioner Ablondi
dissenting) 2/ that market disruption does not exist within the meaning of

section 406 of the Trade Act of 1974.

1/ Attached to the original report sent to the President, and available for
inspection at the U.S. International Trade Commission, except for material
submitted in confidence.
2/ Chairman Minchew and Commissioner Ablondi voted in the affirmative--that
market disruption does exist within the meaning of section 406 of the Trade Act
of 1974.



Views of Commissioners George M. Moore, Catherine Bedell,
and Bill Alberger
Following the receipt of a petition filed on behalf of the Work Glove
Manufacturers Association, the United States International Trade Commission insti-
tuted an investigation on December 28, 1977, under section 406(a) of the Trade Act
of 1974. The purpose of the investigaﬁion was to determine, with respect to
imports of gloves of cotton, without fourchettes or sidewalls, 1/ brovided for in
item numbers 704.40 and 704.45 of the Tariff Schedules of the United States, which
are the product of the People's Republic of China (PRC), whether market disruption
exists with regard to an article produced by a domestic industry.
Market disruption has occurred within the meaning of section 406 only if each
of the following criteria is met.
The imported articles are--
(1) The product of a Communist country;

(2) Like or directly competitive with a domestically
produced article;

(3) Increasing rapidly, either absolutely or relatively; and

(4) A significant cause of material injury or threat thereof,
to a domestic industry producing such articles.

Determination

On the basis of information developed during this investigation, we determine
that market disruption does not exist with respect to an article produced by a

domestic industry within the meaning of section 406.

1/ A fourchette is the strip of material sewed in between the finger of the palm
side and the backside of a glove. The sidewall is a strip sewed in on the little
finger which extends from the end of that finger to the wrist.



Domestic cotton work glove industry

We have determined that the domestic industry producing an article which is
like or directly competitive with the subject cotton work gloves imported from the
PRC consists of the domestic producers of cotton work gloves with or without
fourchettes or sidewalls.

Although official data are not available as to the precise number of firms
manufacturing cotton work gloves, we estimate that there are 50 té 60 such firms,
employing about 8,000 workers. These firms are located principally in the Southern
and Midwestern States. A number of domestic producers import cotton work gloves to
fill out their own lines, usually in éases where they have ceased producing certain
types and styles, or when they are producing such cotton work gloves in smaller
quantities. Similarly, some domestic producers buy cotton work gloves from other
domestic producers.

The work gloves which are produced by the domestic industry are made of cotton,
not of lace or net and not ornamented; and produced from a pre-existing machine-
knit or machine-woven fabric, or from any combination of such fabrics. 1If imported,
such cotton work gloves would be dutiable under items 704.40 and 704.45 of the
Tariff Schedules of the United States. These gloves include several distinct types,
ranging from the simple white inspector's gloves to thé standard canton flannel,

jersey or terry cloth glove.

Standards for determination

In reaching our determination it was necessary to apply the definition of
"market disruption" contained in section 406(e) of the Trade Act of 1974 to the

facts in this case. This section provides that--



(2) Market disruption exists within a domestic industry

whenever imports of an article, like or directly competitive with

an article produced by such domestic industry, are increasing

rapidly, either absolutely or relatively, so as to be a signifi-

cant cause of material injury, or threat thereof, to such domestic

industry. 1/

Imports.--To satisfy the definition of "market disruption" cited above imports
must be "increasing rapidly." 1In this case, imports of cotton gloves from the PRC
were almost negligible for the years 1972-75, but abruptly increased to 966,000
dozen pairs in 1976 which represented about 19 percent of total imports of cotton
gloves. Subsequently in 1977 the share of imports of cotton work gloves from the
PRC declined to less than 14 percent. Between 1972 and 1976, however, the ratio of
imports from the PRC to domestic producers' shipments increased from less than
one-half of 1 percent to about 5 percent while the ratio of imports to apparent
consumption increased from less than one-half of 1 percent to about 4 percent.
Although imports from the PRC declined in 1977, they remained above the pre-1975
level and their ratio to domestic consumption remained above 3 percent. The foregoing
facts may suggest a determination of rapidly increasing imports; however, we make

no specific conclusion on this issue. 2/

Significant cause of material injury or threat thereof.--The legislative

history of the Trade Act of 1974 clearly establishes that both the injury criteria

1/ Commissioners Bedell and Alberger recognize that material injury and signifi-
cant cause are lesser standards than serious injury and substantial cause, as used
in section 201. Rapidly increasing imports must necessarily be a tougher standard
than increasing imports, however. The statute clearly recognizes that nonmarket
economies such as the PRC can make government-level decisions to sell large quan-
tities of products at extremely low prices over a short period of time in this
country, and such actions may have a serious impact on domestic industries. Such
behavior should not occur, and this statute provides an avenue for prompt
relief.

2/ Commissioner Moore finds that imports of work gloves from the PRC are "increas-
ing rapidly'" within the meaning of section 406(e) of the Trade Act of 1974.



and the causation requirement in section 406 were intended to be more easily
satisfied than the standards in escape clause caées under section 201 of the act. 1/
Nevertheless, section 406(e)(2) of the act requires that the causation between the
imports of cotton work.gloves from the PRC and any material injury, or threat
thereof, to a domestic industry must be identifiable as '"a significant cause of
material injury, or threat thereof, to such domestic industry."

Evidence obtained during this investigation establishes that there is a serious
question as to whether the domestic industry déscribed above is suffering material
injury. U.S. producers' shipments increased from 18.5 million dozen pairs in 1975,
to 19 million dozen pairs in 1976. Although complete official data are not yet
available for 1977, responses to the Commission's quesﬁ&onnaires and testimony at
the public hearing in connection with this investigation indicate a continuing
increase in producers' shipments for 1977. Employment, measured by hours worked by
production and related workers on cotton gloves, also rose in 1977--to the highest
level since 1974.

The increases in shipments and employment in 1977 produced a gain in the
industvy's profitability. Although the ratio of net profits to net sales before
taxes on producers' cotton glove operations declined from 8.3 percent in 1975 to
6.7 percent iﬁ 1976, the ratio in 1976, nevertheless, is significantly higher than
in other sectors of the domestic apparel manufacturing industry. 1In fact, the ratio
of net profits to net sales for producers of cotton gloves reported to the Commis-—
sion was 8.7 percent in 1977--higher than in any other year since 1972. Analysis
of the balance sheets of a representative sample of firms in the industry reveals

cash positions, liquidity ratios, and debt/equity positions at least as strong as

oy

/ U.S. Cong., Senate Committee on Finance, Trade Reform Act of 1974. Report No.
298 (to accompany H.R. 10710), 93d Cong., 2d Sess., 1974, at 212.
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those of all manufacturers of approximately the same size. The profitability
levels of manufacturers of cotton work gloves are generally higher than for other
apparel manufacturers.

There is no indication that there exists any threat of material injury. The
quantities of imports of cotton work gloves from the PRC have begun to stabilize
rather than continue to increase and the prices of the gloves havg been rising.
Furthermore, according to the Commission's estimates, the margins by which Chinese
gloves undersell other imported gloves in the domestic market have narrowed greatly
since 1976.

However, for the sake of argument, if material injury or the threat thereof
exists, in our opinion a significant causal connection between such injury and
imports of cotton work gloves from the PRC does not exist. The Commission sought
diligently to determine whether domestic producers lost sales to imports from PRC.
Such lost sales to these imports could be verified in only one case and they
were lost to a retail account. Only a very small percentage of cotton work gloves
imported from the PRC reaches the retail market. Most imports of PRC cotton work
gloves were sold to industrial users. According to statements by industrial pur-
chasers of work gloves, no attention was paid to whether a cotton work glove was
imported, and in nearly all cases they were not aware of the country of origin.

Approximately 60 percent of all cotton work gloves imported from the PRC were
imported by domestic cotton work glove producers. Evidence indicates if domestic
producers could not import cotton work gloves from the PRC, there is every reason
to believe that they would import such gloves from some other foreign source. In

fact, imports of cotton work gloves from the PRC are substantially less than imports



of such gloves from Hong Kong, which supplied about 40 percent of imports during
1975-76 as compared with less than 20 percent from the PRC.

Thus, it is clear that any asserted material injury, or threat thereof, to
the domestic producers‘of cotton work gloves cannot be attributed to imports from
the PRC. Similarly, imports of such gloves do not pose any threat of material

injury to a domestic industry.

Conclusion

Information obtained during this investigation establishes that imports of
cotton gloves, without fourchettes or‘sidewalls, provided for in item numbers
704.40 and 704.45 of the Tariff Schedules of the United States, which are the
product of the PRC, are not a significant cause of material injury, or threat
thereof, to an industry in the United States producing a like or competitive

article.
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Views of Vice Chairman Joseph 0. Parker

Following the receipt of a petition filed on behalf of the Work
Glove Manufacturers Association, Libertyville, I1linois, the United
States International Trade Commissioﬁ, on December 28, 1977, instituted
an investigation under section 406(a) of the Trade Act of 1974 to determine,
with respect to imports of gloves of cotton, without fourchettes or
sidewalls, 1/ provided for in items 704.40 and 704.45 of the Tariff
Schedules of the United States, which are the product of the People's
Republic of China (China), whether markef disruption exists with respect
to an article produced by a domestic industry. This is the Commission's

first investigation under the provisions of section 406.

Determination

On the basis of the information obtained in this investigation, I
determine that market disruption, within the meaning of section 406,

does not exist with respect to an article produced by a domestic industry.

The domestic industry

Under the statute, the Commission has the responsibility of deter-
mining the domestic industry which produces an article like or directly
competitive with the imported article.

The cotton work gloves being imported from the People's Republic
of China, which are the subject of this investigation, are like or

directly competitive with various types of work gloves produced domestically.

1/ A fourchette is the strip or shaped piece used for the sides of the
fingers of a glove. The sidewall is a strip sewed in on the little finger
which extends from the end of that finger to the wrist.
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The petitioners contend, however, that the domestic industry should be
defined narrowly to include only the manufacture of cotton work gloves. 1/
In my judgment, this concept of the domestic industrybis too narrow.
Many manufacturers of ordinary work gloves produce cotton work gloves
of different types for specialized uses which, because of the specialized
nature of their uses are less competitive with cotton work gloves generally
than are cotton work gloves with work gloves made in whole or in part of
other materials. Many manufacturers of cotton work gloves also produce
work gloves which aré made in whole or in part of other materials, including
rubber, plastics, and leather. Work gloves for nonspecialized uses, which
are capable of the same end uses and purposes are generally competitive
in the marketplace, with price, durability, and other quality factors
being determinative in the selection by the purchasers. 2/

In this investigation, however, it is immaterial whether the domestic
industry is defined narrowly or broadly because, irrespective of the
definition, the statutory criteria essential for an affirmative determination

have not been met.

Statutory criteria

In section 406(e)(2) of the Trade Act of 1974; "market disruption"
is defined as follows:
Market disruption exists within a domestic industry

whenever imports of an article, like or directly
competitive with an article produced by such

1/ In the Matter of Certain Gloves From The People's Republic of China,
Brief on Behalf of the Work Glove Manufacturers Association, p. 11.

2/ See, Certain Gloves, Report to the President on Investigation
No. TA-201-9 . . ., USITC Pub. 760, March 1976, pp. A-2 and A-19.
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domestic industry, are increasing rapidly, either
absolutely or relatively, so as to be a significant
cause of material injury, or threat thereof, to
such domestic industry.

Are increasing rapidly - In order to make an affirmative determination

that market disruption exists, it must be determined that imports
"are increasing rapidly either absolutely or relatively." The use of
the present temse "are increasing' corroborates a legislative intent
for using a current time frame for determining whether "mafket disruption
exists," which itself is in the present tense. This interpretation is
supported by the legislative history contained in the report of the
Senate Committee on Finance which states:

The increase in imports required by the market

disruption criteria must have occurred during a

recent period of time, as determined by the

Commission taking into account any historical

trade levels which may have existed. 1/
This statement clearly indicates that the market disruption criteria
require that the increase in imports must have been in a recent period,
taking into consideration historic trade levels.

Not only must the increase in imports be recent, but it must be

at a rapidly increasing pace. The, rapid increase must, however, involve
a quantum of imports which would be of a weight necessary to meet the
injury requirement of the statute.

Prior to 1972, there were no imports of cotton gloves from China.

Imports of the subject cotton gloves were negligible for the years 1972-75,

1/ Trade Reform Act of 1974: Report of the Committee on Finance .
S. Rept. No. 93-1298 (93d Cong., 2d sess.), 1974, p. 212.
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the first years of trade in cotton gloves with China. During 1976,
imports from China of cotton gloves, withogt fourchettes or sidewalls,
reached their highest level, 966,000 dozen pairs, which was only about

4 percent of domestic consumption of this type of cotton glove. 1In 1977,
imports of these gloves then declined by almost 160,000 dozen pairs, to
about 3 percent of domestic consumption of such gloves. This decline

in U.S. imports from China in 1977 occurred notwithstanding a strong
increase in demand for cotton work gloves which was manifested by
increased domestic production, increased imports from foreign sources
other than China, increésed prices .of work gloves, and increased profit-
ability of the domestic industry. The decline in imports from China

in 1977 is in sharp contrast to the increasing imports in that year from
other sources such as Hong Kong and Japan. Thus, immediately-following
the year in which imports from China first exceeded 1 percent of domestic
consumption and, in the face of increasing market demand, imports from

China turned downward.

Significant cause of material injury

The statutory phrase 'significant cause of material injury, or the
threat thereof, to such industry," originated in an amendment when the
Trade Act of 1974 was being considered by the Senate Committee on Finance.
In its report, the Senate Committee on Finance stated:

This market disruption definition contained in the

Committee bill is formulated along lines similar to
the criteria for import relief under section 201

of this bill. However, the market disruption test

is intended to be more easily met than the serious

injury tests in section 201. While section 201(b)

would require that increased imports of the article
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be a "substantial cause" of the requisite injury or

the threat thereof, to a domestic industry, section

406 would require that the article is being, or is
likely to be imported in such increased quantities

as to be a "significant cause" of material injury,

or the threat thereof. The term "significant

cause” is intended to be an easier standard to satisfy
than that of "substantial cause." On the other hand,
"significant cause" is meant to require a more direct
causal relationship between increased imports and injury
than the standard used in the case of worker, firm and
community adjustment assistance, i.e., "contribute
importantly." 1In addition, the term "material injury"
in section 406 is intended to represent a lesser degree
of injury than the term "serious injury" standard
employed in section 201. 1/ '

Although the term "significant cause" is not defined in the statute,
the legislative history indicates that the term is intended to be an
easier standard to satisfy than the "substantial cause" standard in
section 201 and a higher standard of causation than that required in
adjustment assistance cases. Subsection (b)(4) of section 201 of the
Trade Act of 1974 defines "substantial cause" as "a cause which is
important and not less than any other cause." Section 222, 251 and 271
of the Trade Act of 1974, which relate to adjustment assistance, define
"contribute importantly" to mean a cause which is important but not
necessarily more important than any other cause. The causal connection
between the imports of cotton gloves from China and any material injury,
or threat thereof, to the domestic industry must, at least, be factually
identifiable to come within the standard. As the Senate Committee on
Finance indicated in its explanation of section 201, however, it is

obvious that a mathematical "weighing" of causes is not intended to be
g g

applied by the Commission in making its determination under section 406. 2/

1/Trade Reform Act of 1974: Report of the Committee on Finance . . .» P. 212.
2/1bid., p. 120. ,



14

The term ''material" as applied to injury is also a new term in the
statute which is not defined. The statutory history indicates that
"material injury" is intended to represent a lesser degree of injury
than the "serious injury" standard of section 201. 1/ As with the
term "significant cause," however, the terms '"material injury" are not
rigid or capable of specific measurement. The meaning which the Commission
gives these terms is necessarily a matter of judgment, depéndent upon an
analysis of the relevant facts with respect to the issues involved. In
my judgment, the information developed during the Commission investigation
establishes that these statutory criteria have not been satisfied.

In March 1976, an investigation was completed under section 201
of the Trade Act with respect to gloves. 2/ Gloves of cotton, without
fourchettes or sidewalls, from China, provided for in items 704.40 and
704.45 of the TSUS, were within the scope of that investigation.

In that investigation, the Commission reported that between 1971
and 1974, apparent consumption of all cotton gloves, including imports
from all sources, increased from 26.9 million dozen pairs to 32.3 million
dozen pairs. During this period, U.S. manufacturers' shipments increased
from 25.9 million dozen pairs to 29.1 million dozen pairs. Imports of all
cotton gloves increased from 1.2 million dozen pairs to 4.1 million
dozen pairs during the same period and the ratio of imports to consumption
increased from 5 to 13 percent. Imports of cotton gloves from China,
which are the subject of this investigation, were small, only reaching

a level of about 168,000 dozen pairs in 1974.

1/ Trade Reform Act of 1974: Report of the Committee on Finance . . ., p. 212.

2/ Certain Gloves, Report to the President on Investigation No.
TA-201-9 . . ., USITC Pub. 760, March 1976. :
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Price data gathered during the previous investigation indicate that
prices of domestically produced cotton gloves, which had held steady in
1970 and 1971, began to rise in 1972 and climbed steadily until late in
1974. The rising prices and increased consumption during the period 1971-74
were accompanied by increasing profits for the domestic industry. Net
profits in 1974 for U.S. producers reporting to the Commission on production
of cotton and léathér gloves were over 4 times profits in.1971. Until
the end of 1974, domestic producers of cotton gloves were opérating in a
market of rising demand and rising prices and their shipments and profits
were increasing.

The glove industry experienced a recession year in 1975. Apparent
U.S. consumption of all types of cotton gloves decreased from over 32
million dozen pairs in 1974 to approximately 25 million dozen pairs in
1975. Domestic consumption of cotton gloves, without fourchettes or sidewalls,
also decreased from 26.2 million dozen pairs in 1974 to 20.3 million dozen
pairs in 1975. Total imports of such gloves decreased by approximately
125,000 dozen pairs and imports from China declined from 168,000 to
121,000 dozen pairs. In 1975, as in the previous 3 years, the ratios
of imports of gloves of cotton, without fourchettes or sidewalls, from
China to U.S. producers' shipments and apparent domestic consumption
of such gloves were less than 1 percent. The ratios of such imports to
domestic production and consumption of all types of cotton gloves
were even smaller.

After the sharp decline in demand in 1975, the market for work gloves
improved. Domestic consumption of all types of cotton gloves increased

in 1976 by over 4 million dozen pairs to over 29 million dozen pairs.
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Domestic consumption of gloves of cotton, without fourchettes or

sidewalls, increased by approximately 3 million to 23.3 million dozen pairs.
Domestic production of such gloves increased by approximately 0.5

million dozen pairs. Imports increased by approximately 2.5 million

dozen pairs. Of this increase, imports from China accounted for

only 845,000 dozen pairs and represented only about 4 percent of

domestic consumption.

Data are not yet available on apparent domestic consumption of all
types of cotton gloves in 1977. Estimates of domestic consumption in
1977 of cotton gloves, without fourchettes or sidewalls, based on
Commission questionnaire returns, indicate a continuing strengthening
of the‘market with an estimated increase in consumption of approximately
3.6 million dozen pairs. The questionnaire returns also indicate that
domestic producers' shipments have increased by approximately 2.3 million
dozen pairs in 1977. While total imports in 1977 of gloves of cotton,
without fourchettes or sidewalls, increased by approximately 1.3 million
dozen pairs, imports of these glo<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>