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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-405 (Final)

SEWN CLOTH ﬁEADWEAR FROM THE PEOPLE’S REPUBLIC OF CHINA

Determination

On the basis of the record 1/ developed in the suﬁject investigation, the
Commission unanimously determines, pursuant to section 735(b) of the Tariff
Act of 1930 (19 U.S.C. § 1673d(b)) (the Act), that an industry in the United
States is not materially injured or thrgatened with material injury, and the
establishment of an industry in the United States is not materially retarded,
by reason of imports from the People’s Republic of China of sewn clothi
headwear, 2/ provided for in subheadings 6114.20.00, 6114.30.30, 6204.23.00,
6204.29;20, 6204.29.40, 6209.90.30, 6209.90.40, 6211.32.00, 6211.33.00,
6211.42.00, 6211.43, 6211.49.00, 6502.06.20—6502.00.90, inclusive; 6504.00.30-
6504.00.90,'iﬁc1usive; and 6505.90 (except 6505.90.30 and 6505.90.40) of the
Harmonized Tariff Schedule of the United States (HTS), that have been found by

the Department of Commerce to be sold in the United States at less than fair

value (LTFV).

1/ The record is defined in sec. 207.2(h) of the Commission’s Rules of
Practice and Procedure (19 CFR § 207.2(h)).

2/ The headwear subject to this investigation includes hats, caps, visors, and
other headwear, all the foregoing made from knitted or woven fabrics of
vegetable fibers (including cotton, flax, and ramie), or manmade fibers,
and/or of blends thereof, and assembled from two or more cut pieces of fabric
and then sewed. The subject headwear was formerly provided for in items
702.0600, 702.0800, 702.1200, 702.1400, 702.2000, 702.3200, 703.0540,

703.0550, 703.0560, 703.1000, 703.1640, 703.1650, and under various items in

part 6F of schedule 3 of the Jariff Schedules of the United States Annotated
(TSUsA) .



Background

The Commission instituted this investigation effective November 8, 1988,
following a preliminary determination by the Department of Commerce that
imports of sewn cloth headwear from the People’s Republic of China were being
sold at LTFV within the meaning of section 731 6f the Act (19 U.S.C. § 1673).
Notice of the institution of the Commission’s investigation and of a public
hearing to be held in coﬁﬁectiﬁn therewith was given'by posting copies of the
notice in the Office of the Secretary; U.S. International Trade Commission,
Washington, DC, and by publishing the notice in the Federal Register of
December 6, 1988 (53 FR 49247). The hearing was held in Washington, DC, on

March 29, 1989, and all persons who requested the opportunity were permitted

_to appear in person or by counsel.
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VIEWS OF THE COMMISSION
We unanimously determine that an industry in the United States is not:
materiaily injured or threatened with material injury by reason of imports
of sewn cloth headwear from the People's Republic of China (P.R.C. or
China) that are sold at less than fair Qalue. 1/
I. Like Product and Domestic Industry
To make its determinations in a Title VII investigation,'the Commission
must first define the relevant domestic indu;try producing the like
product. Section 771(4)(A) of the Tariff Act éf 1930 defines the term
"industry" as "the domestic producers as a Qhole of a like product, or
those producers'whose collective output of the like product constitutes a
major proportioﬂ of the total domestic production of that product e W2/
Correspondingly, "like product"” is defined as "a product which is like, or
in the absence of like, most similar in characteristics and uses with, the
article subject to an investigation . . . ." 3/
The product subject to this investigation is sewn cloth headwear from
China. The Department of Commerce has defined this product as follows:
Imports covered by this investigation are caps, hats, and
visors made from knitted or woven cloth of vegetable fibers
including cotton, flax, and ramie, of man-made fibers,
and[or blends thereof, and which are cut and sewn. The
subject headwear may be adorned with braid, embroidery, or
other applied, printed or sewn decoration or may be plain.

This investigation does not include headwear of straw, felt
or wool. 4/

1/ Material retardation is not an issue in this investigation and will
not be discussed further.

2/ 19 U.S.C. § 1677(4)(A).
3/ 19 U.S.C. § 1677(10).

4/ 54 Fed. Reg. 11983 (March 23, 1988).
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The Commission’s decision regarding the appropriate like product or
products in an investigation is essentially a factual determination, and
‘the Commiésion has applied the statutory standard of "like" or "most
similar in characteristics and uses" on a case-by-case basis. 5/ 1In
analyzing like product issues, the Commission generally ;onsiders a number
of factors including: (1) phy;ical characteristics; (2)_end uses; (3)
interchangeability of the products; (4) channels of distribution; (5)
production processes; (6) customer or producer perceptions of the products;
(7) the use of common manufacturing facilities and production employees;
and (8) price. The Commission has found minor product variations to be an
insufficient bééis for a separate like producf analysis, and instead, has
looked for clear dividing lines among products. §/A

In our preliminary determination, wé determined that there was a single
like product consisting of all cut and sewn cloth headwear{ including caps,
hats and visors, 7/ made from any combination of vegetable (g;g;; cotton)
or man-made fibers. 8/ The Commission also indicated that in the final

investigation we would scrutinize more closely alternative like product

5/ Associacion Colpmbiana de Exportadores de Flores, et al. v. United
States ("ASOCOFLORES"), 693 F.Supp. 1165, 1169 (CIT 1988).

6/ See, e.g,, ASOCOFLORES, 693 F.Supp. at 1168-69; S. Rep. No. 249, 96th
Cong., 1lst Sess, 90-91 (1978); Operators for Jalousie and Awning Windows
from E1 Salvador, Inv. Nos. 701-TA-272 and 731-TA-319 (Final), USITC Pub.
No. 1934 January 1987) at 4, n.4. '

1/ A "hat" is defined as headwear with a brim around the entire body. An
example would be floppy tennis hat., A "cap" is defined as headwear without
a brim, but with a shade or visor in the front. An example would be a
baseball cap. A "visor" is an item of headwear which generally has the
shape of a cap, but does not have a complete crown.

8/ Sewn Cloth Headwear from the People’s Republic of China, Inv. No. 731~
TA-405 (Preliminary), USITC Pub. 2096 at 6.
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definitions. 9/ Based on the record in this final investigation, we find
no reason to change our definition of the like product as all sewn cloth
headwear:

vIn tﬁis final inyegtigation,xrespondents China National Light Industrial
Producgs Import & ﬁxport;Cprporat;on and China National Arts & Crafts
_Import & Export Corporgtion:qrgued-that headwear for children and infants
is,a‘separate like product.from adults’ headwear. 10/ In support of this
position, réspondent§;urged that adults’ and children’s headwear differ in
sFyie and size, gpd aré sold to different end users at different prices
‘through différent chgpnels,of.dispributioﬁ. Respdndents also maintained
that almost,allAinfants’ and children’s headwear is ornamented or
;decorated,,énd that few manpfaéturers in the United States manufacture
headwear for infants and childrén; As a size cutoff, respondents proposed
.that the Commission treat adults’ headwear as any headwear larger than
6-7/8 inches‘inldiameter;'

,Generallyb‘the Commission-has declined to make like product distinctions
soiély baéed on product size,~abseht’bther evidence of clear dividing lines

such as differences iq'productibn processes and channels of distribution. 11/

2/ Id.. at 6 n 9

10/ Prehearlng brlef of the China Natlonal Light Industrial Products
Import & Export Corporation ard the China National Arts & Crafts Import &
Export Corporation (PRC respondents) at 2; posthearing brief of PRC
respondents at 2; Transcript of the hearing- (Tr.) at 96.

11/ See, e.g., Textiles and Textile Products of Cotton from Pakistan,
Invs. Nos. 701-TA-62 and 63 (Final), USITC Pub. 1086 (July 1980) at 9, 31-
32, 46-47; Antifriction Bearings (Other Than Tapered Roller Bearings) and
Parts Thereof From the Federal Republic of Germany, France, Italy, Japan,
Rumania, Singapore, Sweden, Thailand, and the United Kingdom, Inv. Nos.
303-TA-19 and 20 (Preliminary), USITC Pub. 2083 (May 1988), at 19-20. See
also ASOCOFLORES, 693 F. Supp. at 1170.
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We have found no such evidence of .clear dividing lines here that would
justify finding separate like products.

The production of children’s sewn cloth headwear entails the same cut-~
. and-sew process as that used to produce adults’ sewn cloth headwear.
Regardless of size, sewn cloth headwear is made of the same material, and
generally is produced with the same equipment and workers, using the same
manufacturing process and inputs. Both adults’ and children’s headwear can
be decorated, and both are worn on the head as apparei or promotional
items. 12/ Indeed, the size demarcation suggested by respondents would
place headwear that fits many adults in the children’s category. 13/

Accordingly, we find that there is one like product consisting of all
sewn cloth headwear. Concomitantly, we define the domestic industry to be
the domestic producers of sewn cloth headwear.

II. Condition of the Domestic Industry

In asse;sing the condition of the domestic industry, the Commission
considers, among other factors, domestic consumption, production, capacity,
capacity utilization, shipments, inventories, employment, and financial
performance. 14/ For the purposes of this investigation, the Commission
collected data bearing on the condition of the domestic industry'for the
period 1985 through 1988. The data collected and analyzed in the
investigation show that the prinéipal economic indicators for the domestic
industry either improved or remained relatively stablevover the period of

investigation.

S
~

See, e.g8., Tr. 23,

&

Tr. 133, 183,

=
~

19 U.S.C. § 1677(7)(C) (iii).
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Apparent U.S. consumption of sewn cloth headwear, both in terms of
quantity and value, increased markedly over the period of
investigation. 15/ By quantity, there was an overall increase of 16
percent, rising from 19.2 million dozen in 1985 to 22.6 million dozen in
1987, and declining slightly to 22.3 million dozen in 1988. By value, the
total surged throughout the period, showing an overall increase of 23
percent, withvthe largest fise occur;ing between 1987 and 1988, when
apparent consumption by value jumped 9 percent.

The domestic industry’s capacity to manufacture sewn cloth headwear
increased annually from 8.8 million dozen in 1985 to 9.1 million dozen in
1987, but thén decreased slightly, to 9.0 million dozen in 1988. 16/
Capacity utilization declined from 70 percent in 1985 to 65 percent in
1986, then rose slightly to 67 percent in 1987, where it remained in
1988, 17/ |

Domestic production of sewn cloth headwear was relatively stable and
showed no particular trend. Production fell from‘6.2 million dozen units
in 1985 to 5.9 million dozen in 1986, then rose back to 6.1 million dozen
in 1987, and fell in 1988 to 6.0 million dozen. 18/ The fluctuations in
these figures.afe minor and do not extend beyond the range of statistical
confidence.

Domestic shipments of sewn cloth headwear, by quantity, declined

slightly during the period of investigation, starting at 6.2 million dozen

15/ A-13-16.
16/ Report at A-25,26.

17/ 1d.

[o WY

18/ 1Id. at A-26.
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in 1985, and ending at 6.1 million dozen in 1988. 19/ = However, when
measured in terms of value, domestic shipments increased steadily
throughout the period of investigation, resulting in a total increase of 13
percent. 20/ Unit values of shipments increased from $26.20 per dozen in
1985 to $30.23 per dozen in 1988, 21/

The data on U.S. producers’ inventories are not particularly probative
of the condition of the domestic industry.. Because most U.S. sewn cloth
.headwear producers manufacture to order, inventories generally were low
throughout the period of investigation. 22/ Further, the data include
inventories of sewn cloth headwear purchased from éther sources as well ‘as
sewn cloth headwear produced by the firm itself. As a share of domestic
shipments, these data show a slight decline, ffom 17 percent inV1985 to 14
‘percent in 1987, before rising back to 16 percent bytthe end of 1988. 23/

Employment indicators for U.S. producers were positive. folldwing a |
slight dip from 1985 to 1986, the number of pféductionland related worker‘
and the hours worked rose to levels in 1988 that were above the 1985
levels. The largest increases occurred from 1987 fo 1988, with the number

of workers increasing 5 percent, and the hours worked increasing 5.7

percent. Hourly compensation rose steadily throughout the period, and

19/ Id. at A-29-30.
&/- Id

21/ 1d. at A-30.
22/ 1d. at A-32.

I
~
&

. at A-32-33.
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total compensation, after a slight decline in 1986, rose a total of 11
percent during the period of investigation. 24/

Finally, the overall financial experience of the U.S. producers was
favorable. 25/ U.S. producers’ net sales on operations producing sewn
cloth headwear increased sfeadily, from $154.9 million in 1985 to $162.2 in
1986, and to $174.0 in 1987. A comparison of net sales for the interim
period ending on September 30, 1987 ($102.7 million) with the net sales for
the interim period ending on September 30, 1988 ($108.4 million) showed a
5.6 percent increase., Operating income fell from $12.7 million in 1985 to
$8.8 million in 1986, then rebounded to $12.2 million in 1987. Operating
income was $8.9 million for interim 1988 as compared to $7.6 million for

interim 1987, Operating income margins, as a percentage of sales, declined

24/ 1Id. at A-34-37.

25/ Id. at A-41-45. Some larger producers accounted for a major part of
the overall industry profitability, while smaller companies showed less
favorable financial performance. The statute directs the Commission to
examine the condition of the entire domestic industry as a whole. 19 U.S.C.
§ 1677(4) (A); National Association of Mirror Manufacturers v. United States
(NAMM), 12 CIT __, 696 F.Supp. 642, 647 (1988); Copperweld Corp. v. United
States, 12 CIT ___, 682 F.Supp. 552, 569 (1988). The Commission is not

. directed to make a disaggregated analysis of material injury or to weight

. its analysis to account for the influence that one or two giants in an
industry may have on the aggregate industry data.

Nor can the Commission, as petitioner suggested (Tr. 40), postulate
what the data would have shown had the Commission received financial
information from firms that have closed. The response rate in this
investigation was not overvwhelming, see Report at A-21. Numerous firms did
not respond to the Commission’s questionnaire, and in fact the Commission
was forced to resort to use of subpoenas to elicit responses from several
producers of substantial size. The Commission cannot second guess whether
a more complete data base would have changed the overall industry picture.
The Commission must base its determination on the best information
available. 19 U.S.C. § 1677e(b).
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| from 8.2 ip 1985 to 5.4 in 1986, and then rose to 7.0 in 1987. The margin
for interim 1988 was 9.2 a§ compared to 9.1 for interim 1987. 26/

In sum, the economic indicators show an industry that has maintained
relatively stable production, capacity and capacity utilization, while
employment and profitability rose. 27/ Based on our examination of these
factors, we do not believe the domestic industry producing sewn cloth
headwear is expériencing material injury. 28/ 29/ Accordingly, we find it

unnecessary to make a determination with respect to whether any present

material injury is by reason of the LTFV imports. 30/

26/ 1d. at A-44,

21/ We have examined the information regarding plant closings. See Report
at A-27, 41. We do not believe the nature and extent of these closings
indicate that the industry as a whole is suffering. Based on the record
evidence concerning these closings, as well as the evidence about plant
openings, we find that the reported openings and closings are not out of
line with what one would expect in an apparel industry or in any labor-
intensive industry. Most of the plants that closed were fairly small, and
many were owned by closely held firms. There is no indication that the
closings were due to anything other than normal competitive conditions.

28/ Commissioners Eckes, Rohr and Newquist caution against reading into
this determination any general proclamation'that material injury may never
be indicated by a domestic industry’s failure to participate in the growth
of an expanding market. Instead, this determination finds no material
injury under the specific conditions of this industry, an industry with
wide product differentiation (e.g., headwear ranging from inexpensive
baseball caps used for promotional purposes to high-quality golf and tennis
hats) and diversity among the domestic producers in terms of size,
technologies, and market segment served.

29/ Chairman Brunsdale and Vice-Chairman Cass do not reach a separate
legal conclusion based on the condition of the domestic industry. They
believe that the discussion of the domestic industry is accurate and
relevant to their decisions regarding whether the domestic industry is
materially injured by reason of the LTFV imports. For their discussions of
causation, see their additional views, infra.

30/ American Spring Wire Corp. v. United States, 8 CIT 20, 590 F.Supp.
1273 (1984), aff’'d sub nom., Armco, Inc. v. United States, 760 F.2d 249
(Fed. Cir. 1985); NAMM, 696 F.Supp. at 647, 649.




11
III. No Threat of Material inju;g by Reason of LTFV TImports
In making a determination as to whether a domestic industry is
threatened with material injury.by reason of LTFV imports, the Commission
is reduired to consider, among other factors:

¥ % %

(1I1) the ability and likelihood of the foreign producers to
increase the level of exports to the United States due to
an increased production capacity or unused capacity;

(ITI) any rapid increase in penetration of the U.S. market by
imports and the 1likelihood the penetration will increase
to injurious levels;

(Iv) the probability that imports of the merchandise will
enter the U.S. at prices that will have a depressing or
suppressing effect on domestic prices of the merchandise;

V) any substantial increases in inventories of imported
merchandise in the United States;

(VI) underutilized capacity for producing the merchandise in
the exporting country;

(VII) any other demonstrable adverse trends that indicate the
probability that importation of the merchandise will be
the cause of actual injury; and

(VIII) the potential for product-shifting. 31/

Any threat must be real and any actual injury imminent. A finding of
threat of material injury must not be made on the basis of mere conjecture
or supposition. 32/

The evidence in the record confirms the absence of any real and

imminent threat to the domestic producers of sewn cloth headwear by reason

of LTFV imports from China. Imports of sewn cloth headwear from China are

31/ 19 U.s.C. § 1677(7)(F). No single threat factor is necessarily
dispositive in an antidumping investigation. S. Rep. 249, 96th Cong.,lst
Sess. at 88 (1979).

32/ 1d.
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subject to restraint under the Multifiber Arrangement (MFA). The cﬁrrent
agreement with China, effective January 1, 1988, controls China's'shipments
to the United States of sewn cloth headwear (as well as other MFA-covered
products) for four years, with an optional extension for a fifth year. It
sets a specific quota on China’s shipments to the U.S. of man-made fiber
(MMF) headwear. That quota was met in 1988. 33/

Petitioner argues that once the quota for MMF headwear is met, Chinese
headwear production can easily shift to cotton headwear. However, cotton
headwear is also squéct to a quéta, albeiﬁ a different‘type of quota from
that set for MMF headwear. This headwear falls under a "basket" category
that sets a quaﬁtitative ceiling on exports of all Chinese cotton apparel.
The ceiling was reached in 1988, but cotton headwear accounted for less
than 10 percent of exports in this basket category. ;ﬁ/ There is no
evidence in the record indicating a likelihood that China will
significantly increase the percentage of the cotton basket category
allocated to headwear. 35/

Similarly, the record does not show a likelihood that future Chinese
Aimports will enter the United States at’prices that will have a depressing
or suppressing effect on domestic prices. The data in the record indicate

that, even in the face of increasing low-priced imports during the period

33/ Report at A-9, 12,
34/ Report at A-10.

35/ Respondents’ witnesses testified that headwear exports in the basket
category actually have been cut back by 30 percent this year to allow for
shipments of larger quantities of products, such as down jackets, with
higher unit values. Tr. at 107, 170.
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of investigation, domestic prices were rising. 36/ Given the absence of
adverse price effects when penetration by Chinese imports was highest and
Chinese prices lowest, it is highly improbable that Chinese imports will
suddenly have an adverse effect at a time when imports are leveling off.

The data in the record indicate that there have been substantial
increases in U.S. importers’ inventories of Chinese‘headwear. 37/ The
headwear that is included in these inventéries, however, is still counted
against the MFA quotas. Moreover, the data show that the ratio of
importers’ inventories of Chinese headwear to shipments of Chinese headwear
actually declined markedly during the period of investigation. 38/

Finally, we recognize that the labor-intensive nature of sewn cloth
headwear production suggests that there is significant ability to exﬁand
production in China. However, there is no evidence of any incentive to
expand production of sewn cloth headwear for the U.S. market, given the
quota restrictions. In addition, the data show that the United States’
share of Chinese sewn cloth headwear exports is on the decline, and that
China is developing other markets for this product. 39/

Accordingly, we conclude that the domestic industry prodﬁcing sewn cloth
headwear is not threatened with material injury by reason of LTFV imports

of sewn cloth headwear from China.

36/ Report at A-80-89 (Tables 37—46)',
37/ 1d. at A-50-53. |

Iw
O
~

Id. at A-55-56.
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ADDITIONAL VIEWS OF CHAIRMAN ANNE E. BRUNSDALE

Sewn Cloth Headwear from the People’s Republic of China:
Inv. No. 731-TA-405 (Final)

May 1, 1989

I agree with the majority’s conclusions regarding like
product and fhe domestic industry, their characterization of
the condition of the domestic industry, and their discussion
of threat factors in this investigation. I also agree with ‘
their conclusion that the domestic industry producing sewn
cloth headwear is not materially.injured or threatened with
material injury by reason of ﬁnfair imports from the People’s
Republic of China (China). I reach this conclusion, however,
~through an analysis that is different from theirs. These
additional views explain my approach to causation in this

case.

Volume of Imports, Market Penetration, and Dumping Margins

The value of Chinese headwear imports increased dramatically
over the period of investigation, although the rate of
increase slowed between 1987 and 1988. The value of Chinese
imports was $24 million in 1985 and $26 million in 1986,
.jumped to $45 million in 1987 and then increased at a slower

rate to $51 million in 1988.1/ Measured by volume, Chinese

l/ See Report at A-57 (Table 22).
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imports totalled 2.9 million dozen in 1985 and 3.6 million
dozen in 1986, surged to 6.2 million dozen in 1987, and
leveled off to 6.5 million dozen in 1988.2/ The market share
of Chinese imports also incfeased during the period of
investigation, especially between 1986 and 1987. Chinese
import market share, measured by value, increased from 8.0
percent in 1985 and 8.2 percent in 1986 to 13.4 percent in
1987 and 14.0 percent in 1988.3/ Measured by volume, their
market share was 15.2 percent in 1985 and 17.0 percent in
1986, and it increased to 27.5 percent in 1987 and 29.3
percent in 1988.4/

The dumping margins in this case were moderate. They
rénged from 5.3 percent to 32.06 percent, with a weighted

average margin of 21.37 percent.5/

Elasticity Information in This Case

In each investiQafion, Commission staff gathers a great deal
of daté about the workings of the market. This information,
-collected from producers and consumers, assists the
Commission in understanding how the manufacturers and

consumers of the product in question respond to changes in

2/ 1d.
3/
4/ 1d.

5/ See Final Determination of Sales at Less Than Fair Value;

Certain Headwear From the People’s Republic of China, 54 Fed.
Reg. 11,983 (March 23, 1989). )

%2}

ee Report at A-64 (Table 28).
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" the product’s price. This information is useful for two
reasons: it gives us a better understanding of both the
market for thg product and the role that imports play in that
market, and it gives us a better idea of the effect the
unfair imports have on domestic sales because of the price

advantage due to dumping.6/

Elasticity of Supply. In this investigation, staff estimates
that the domestic supply of sewn cloth headwear is moderately
elastic, most likely in the range of 3 to 5.7/ Petitioners
argue that domestic supply is highly elastic, falling in a
range between 5 and 7.8/ Consideration of several factors
relating to domestic supply convinces me that_supply_is only
moderately elastic.

Capacity utilization has been steady and relatively high

throughout the investigation. Capacity utilization was 70

6/ As I have explained in previous opinions, these data
permit an economically meaningful assessment of the impact.of
dumped imports on the domestic industry. For a more complete
discussion of the usefulness of elasticities, see Color
~Picture Tubes from Canada, Japan, the Republic of Korea, and
Singapore, Inv. No. 731-TA-367-370 (Final), USITC Pub. 2046,
at 23-32 (December 1987) (Additional Views of Vice Chairman
Anne E. Brunsdale). The Court of International Trade has
also discussed with approval the use of elasticities. See
Copperweld Corp. v. United States, No. 88-23, slip op. at 45-
48 (Cct. Int’l Trade Feb. 24, 1988).

7/ See Memorandum from the Director, Office of Economics, on
Sewn Cloth Headwear from the People’s Republic of China,
Memorandum EC-M-134, at 12 (April 20, 1989).

8/ See Petitioner’s Posthearing Brief, Appendix VI, at 5-6.
Respondents did not discuss the elasticity of domestic supply
in their posthearing brief.
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percent in 1985, 65 percent in 1986, and 67 percent in 1987
and 1988.9/ These figures may be somewhat understated due to
the large number of recent plant closings; however, it is
unclear to what extent these closed facilities represent
capacity that can be restarted.10/ Therefore, I am persuaded
that these capacity utilization figures are reasonably
accurate. |

A shortage of labor limits the ability of domestic
'manufaCturers to increase production. wOrkers in this
industry generally earn low wages and staff was able to
confirm labor shortages at a number of facilities.ll/ Tight
labor supplies limit the ability of'domestic manufacturers to
increase their production.

The manufacturing process does not impose any limits on
production increases by the domestic industry.12/ 1In
addition, the equipment used to produce headwear may, in some

instances, be used to produce other sewn cloth apparel.l3/

9/ Report at A-26 (Table 8).
10/ See Report at A-27;

11/ See

12/ That is, there are no bottlenecks in the production
process which would automatically preclude the domestic

industry from increasing supply. See Memorandum EC-M-134,
supra note 7, at 6.

‘Memorandum EC-M-134, supra note 7, at 8 n.1l.

13/ Id. at 10. This is not universally true, and some
facilities are limited even as to the kind of headwear they
produce.
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Finally, U.S. producers do not supply export markets
with substantial amounts of sewn cloth’headwear, and thus
could not shift a large amount of production from these
markets to the domestic mafket in response to price
increases.l14/

While U.S. firms certainly have some ability to respond
to increased prices by increasing production, I am convinced
that this ability is moderated by a lack of export markets,
fairly high capacity utilization, and limits on labor
availability. Therefore, I agree with the staff conclusion .
that domestic supply is moderately elastic.

Elasticity of Domestic Demand. Overall -demand for headwear
is based on a number of factors, due to the nature of the
product as both a consumer and a promotional item. As a
consumer item, caps are a discretionary purchase often linked
to participatory or spectator sports or identifying some
organization, place, or product, and tend to be an impulse
purchase.1l5/ As a promotional item, headwéar.is very popular

in institutional advertising.16/ 1In all cases, headwear is a

14/ See id. at 10-11.

15/ Staff indicates that some uses of headwear spring from
necessity; namely, protection from the sun and weather.
However, I believe that most uses are discretionary.

16/ While a number of products are used as promotional
items, including towels, gym bags, pennants, t-shirts, and
sweatshirts, all parties to the investigation seemed to agree
that there was no good substitute for headwear as an
(continued...)
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relatively inexpensive purchase, and is offered in a wide
range of styles, price ranges, and colors.l17/ Finally, there
are few substitutes for sewn clothzheadwear.lg/

For these reasons, staff concludes that aggregate demand
for sewn cloth headwear is fairly insensitive to price
changes. They estimate that the range falls between 0.5 and
1.5.19/ Petitioner agrees with the staff analysis of
domestic demand, but limit the numeric range to 6.5 to
1.0.20/ Beéause I agree with the staff analysis, I accept
the estimate of 0.5 to 1.5 for the domestic demand elasticity

in this case.

Elasticity of Substitution. Sewn cloth headwear from China
is similar in many ways to that produced in the United
States. The quality of the two products appears to be

similar.21/ Both distribute their products through the

16/(...continued)

advertising premium item. Memorandum EC-M-134, supra -note 7,
at 23. In addition, headwear is more popular because of its
visibility. Unlike other articles of clothing, headwear is
not normally covered by other clothing.

17/ Id. at 23-24.

18/ Other types of hats, such as cowboy hats, fedoras, and
straw hats, serve as substitutes, but do not appear to be
close substitutes for sewn cloth headwear.

19/ See Memorandum EC-M-134, supra note 7, at 24.

20/ See Petitioner’s Posthearing Brief, Appendix VI, at 9
(April 4, 1989). Respondents had no comments on staff’s

analysis of domestic demand.

21/ Id. at 18.
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channels that serve all three segments of this market:
promotional, ad specialty distributor, and retail.22/
Finally, there is some bid competition between U.S. and
Chinese producers for premium and mass merchandise
headwear.23/

Despite these similarities,'there are a number of
‘distinctions between U.S. and Chinese headwear. The most
significant difference is price: Chinese headwear is, on
average, only about one-third the cost of U;S. headwear.24/
Staff determined that, ip specific price comparisons, the
Chinese product most often had a lower nominal price than the
U.S. product.25/ The fact that purchasers are willing to pay
'significantly higher prices for the U.S. product leads me to
conclude that the substitutability for these products is, at
best, moderate.

Staff agrees that the elasticity of substitution is
moderate, falling in a range of 1 to 3.26/ Petitioner argues

that the products are "completely substitutable," and that

22/ 1d.
23/ Id.
24/ See Report at A-30 (Table 9), A-57 (Table 22).

25/ See Report at A-79 - A-89 (Tables 36 through 46). The
value of these tables is limited; however, they do seem to
indicate that nominal prices are persistently lower for
Chinese headwear. I believe this persistent price gap
indicates that the products are not highly substitutable,
because a high degree of substitution would seem to preclude
the existence of a prolonged price gap.

26/ See Memorandum EC-M-134, supra note 7, at 22.
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the elasticity of substitution is greater than 4.27/
Respondents contend that the elasticity of substitution is
low, primarily because of the difference in price between
Chinese and U.S. headwear.28/ I believe that staff’s
characterization is accurate, and I am persuaded that the

elasticity of substitution is moderate in this case.

No Material Injury by Reason of Dumped Headwear
In this market, with a generally healthy domestic

industry,29/ it is clear that the domestic headwear industry
: is not being materially injured by reason of unfair imports.
First, the imported and the domestic product are only
moderately substitutable, limiting the effect that Chinese
imports have on domestic sales and prices. Second, the
dumping margins in this case are moderate, averaging.21
percent. Because of the moderate degree of substitutability,
any price advantage resulting from dumping would not have had
a strong effect on domestic sales or prices. Third, while
domestic supply is not ineléstic, there are limitations on
the ability of the domestic industry to respond to changes in

price. Finally, it appears that the value and volume of

27/ See Petitioner’s Posthearing Brief, Appendix VI, at 8
(April 4, 1989).

28/ See Respondent’s Posthearing Brief, Exhibit 4, at 3
(April 4, 1989).

29/ See Commission opinion on Condition of the Domestic
Industry, supra.
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imports have leveled off in the last two years while domestic
production has also remained stable, indicating that imports
are not causing material injury to the domestic industry.
Therefore, I agree with my colleagues that the statutory
criteria are not met and that no antidumping duties should be

imposed in this case.
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ADDITIONAL VIEWS OF VICE CHAIRMAN RONALD A. CASS
Sewn Cloth Headwear from the
People's Republic of China
Inv. No. 731-TA-405
(Final)

I concur with the Commission's negative determination in
this investigation and join the Commission's discussion of the
industry definition and condition and of the threat of injury tol
the domestic industry. However, my views on the analysis
appropriaté to determining whether the domestic industry has been
materially injured by reason of less than fair valﬁe imports
differ from those offered in the Commission's opinion. - These
Additional Views explain how I have analyzed that question in
this investigation.

I. MATERIAL INJURY BY REASON OF LTFV IMPORTS:
THE "UNITARY" OR "COMPARATIVE" APPROACH

In Title VII cases, in determining whether imports sold at
less than faif value have caused material injury to a domestic
industry, I have employed an approach that is often referred to
as the "unitary" or "comparative" appfoach. This approach is
"comparative" in that it compares the domestic,industry's actual
performance with what the industry's performanée would have been

had there been no less than fair valuev("LTFV") imports.l/ The

1l/ See, e.dg., Internal Combustion Forklift Trucks from Japan,
USITC Pub. 2082, Inv. No. 731-TA-377 (Final) 113-118 (May 1988)
(Additional Views. of Commissioner Cass); Certain Telephone
Systems and Subassemblies Thereof from Japan, Korea and Taiwan,
USITC Pub. 2156, Inv. Nos. 731-TA-426-428 (Preliminary) 64-67
(Feb. 1989) (Additional Views of Commissioner Cass).
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approach is "unitary" because it does not conduct an independent
. inquiry into the existence of "material injury" defined simply as
a change in the condition of the‘doﬁestic industry, divorced from
the effects of LTFV imports.

As I have stated in other opinions, I believe that a unitary
approach is preferable to the bifurcated approach that has been
employed by other Commissioners.2/ The bifurcated approach asks
first whether the domestic industry has suffered.some adversity,
however measured, that may be viewed as "material injury". - Only
if this question is answered in the affirmative is an attempt
made to ascertain whether unfairly traded imports caused such
injury. I have éxplained at length elsewhere why I believe that
this approach is less faithful to the language and purpose of
Title VII than the unitary approach.3/ I alsoc have explained why
the unitary approach is consistent with a considefable body of
prior Commission practice and judicial precedent.4/ 4Those
previous discussions provide the réaSons for my conclusion thét,
even if it might be permissible for us to impose a threshold |

requirement that the domestic industry be in financial "ill

"2/ See, e.g., Digital Readout Systems and Subassemblies Thereof
from Japan, USITC Pub. 2150, Inv. No. 731-TA-390 (Final) 95-117
(Jan. 1989) (Concurring and Dissenting Views of Commissioner
Cass) ("Digital Readout Systems"); 3.5" Microdisks and Media
Therefor from Japan, USITC Pub. 2076, Inv. No. 731-TA-389
(Preliminary) 59-74 (April 1988) (Additional Views of
Commissioner Cass) ("Microdisks Preliminary").

3/ See id.

4/ Digital Readout Systems, supra, at 108-117; Microdisks
Preliminary, supra, at 64-70.
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health", that certainly is not the preferable interpretation'of
our governing statute and does not comport well with the judicial
decisions invoked as sppport,i/‘

I will not repeat here my oarlier discussion of this issue.
I will, however, add two brief observations. First, nothing in
the language of the statute or in its legislative history even
remotely approaches an explicit statement that the Conmission is
to deny relief to domestic'industry solely because we deem the
industry sufficiently healthy. There are indications that
supporters of the statute” were especially concerned withA
industries,whosojfortunes“are'déclining, but no indication that
these were the sg;g_concefn to which Title VII was directed.
Secondf4the recently enactsd Omnibus Trade and Conpeﬁitiveness
Act of 1988 underscores Congressional and executive concerns that
disposition of our Title VII investigations not be Quidéd'oy
simplistic analysis of indusﬁry trends. The legislation
pointedlf,requires ;he Commission to take account of business
cycies and other eifeots,on industry performance before reaching
conclusions on tne effect of LTFV imports. This instrucfion
cannot be made compatible'with a restriction of relief to
industries whose fortunes are in decline; what would that maan
for industries‘on the "upswing" of their business cycie? All

this suggests that it is incumbent upon us -- in this.case as in

-

5/ See American Spring Wire Corp. v. United States, 590 F. Supp.
1273 (Ct. Int'l Trade, 1984), aff'd sub nom., Armco, Inc. v
United States, 760 F.2d 249 (Fed. Cir. 1985). T

)
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every other case -- to determine whether the unfairly traded
imports that are the subject of our investigation have left the
domestic industry in a materially worse position than it'would
have been in if the unfairly traded imports had not occurred.

In analyzing that gquestion in this inveétigatidn; I have
conducted the three=part inquiry suggested by the gqverning
statute. Title VII directs the Commission, in assessing the
causation of injury by dumped imports, to

"consider, among other factors --

(1) the volume of imports of the merchandise which is
the subject of the investigation,

(ii) the effect of imports of that merchandlse on
prices in the United States for like products, and
(iii) the impact of imports of such merchandise on
domestic producers of like products ,..'. "6/
The statute goes on to spell out these three factors with greater
particularity.

Although the statutory text does not identify, and does not
purport to identify,7/ all of the factors relévant to an
assessment of whether dumped imports have materially injured a
domestic ihdustry, the factors that are listed inAthe statute and
the order in which they are listed offer important guidance
cdncerning the nature of the inquiry that must be carried out.

Specifically, the statute suggests that Congréss contemplated

that the Commission would cénsider three related questions in

6/ See 19 U.S.C. § 1677(7) (B).

1/ The statute contemplates that the Commission will consider
relevant economic factors in addition to those identified
explicitly in the statute. See 19 U.S.C. § 1677(7)(C).
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evaluating the possible existence of injury by reason of LTFV
imports. First, we are to examine the voiumes of imports of the
merchandise under ihvestigation; the absolute volumes of imports,
their magnitﬁde relative to domestic sales of the competing "like
product”, and the extent to which import volumes changed as a
'result of dumping are relevant to evaluation of the effect of
dumpéd imports on the doﬁestic industry. The change in import
volumes brought. about by dumping will be closely related to, and
in large part a function of, changes in the prices of the imports
that occurred as a result of dumping. Second, we must attempt to
determine how the subject imports affected prices, and
concomitantly sales, of the domestic like product. Finally, we
mus; evaluate the extent to which these changes in demand for the
domestic like product caused by LTFV imports affected such
factors as return on investment and the level of employment and
employment compensation in the domestic industry.g/

Title VII, as amended by the Omnibus Trade and
Competitiveness Act of 1988, has further directed that the
Commission explicitly consider and state its conclusions on the

factors that form the basis for each of these three inquiries.9/

8/ Of course, the Commission must also evaluate whether these
effects are "material" within the meaning of the statute. This
assessment is, in some sense, a-fourth part of our inquiry. See
Digital Readout Systems, supra, at 117-19.

9/ See Pub. L. No. 100-418, § 1328(1), 102 Stat. 1107, 1205 (to
be codified as 19 U.S.C. § 1677(7) (B) (ii)).

I have explained in detail in other opinions how the three-
part inquiry that I employ considers the specific factors listed
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Moreover, as noted above, the statute as amended instructs the
Commission, in making these inquiries, to consider the particular
dynamics of the industries and markets.1Q/ The three inquiries
outlined above are undertaken in light of these directions in the
following sections of these Views.

~II. MATERIAL INJURY BY REASON OF LTFV IMPORTS: SEWN
CLOTH HEADWEAR FROM THE PEQOPLE'S REPUBLIC OF CHINA

A. Volumes and Prices of LTFV Imports

Over the period covered by our investigation, the volumé of
imports of sewn cloth headwear from the People's Republic of
China ("PRC") increased substantially. In 1985, they amounted to
2,913,000 dozen; during 1987 and 1988, periods during which
Commerce determined that dumping was occurring, they amounted to
6,207,000 dozen and 6,539,000 dozen, respectively.l11l/ The value
of these imports also grew significantly, from abou; $23.8
ﬁillion in 1985 to approximately $45 million in 1987 and $51.5

million in 1988.12/

in the statute as well as certain other economic factors relevant
to an assessment of the impact of unfairly traded imports on the
domestic industry producing the like product. See, e.dg, New
Steel Rails from Canada, USITC Pub. 2135, Inv. Nos. 731-TA-422
and 701-TA-297 (Preliminary) 35-37 (Nov. 1988) (Additional Views
of Commissioner Cass); Generic Cephalexin Capsules from Canada,
USITC Pub. 2142, Inv. No. 731-TA-423 (Preliminary) 56-58 (Dec.
1988) (Dissenting Views of Commissioner Cass).

10/ See new Section 771(C) (iii) (IV) of the statute (to be
codified at 19 U.S.C. § 1677(C) (iii) (IV)). See also S. Rep. No.
71, 100th Cong., 1lst Sess. 117 (1987).

11/ Report at A-~-57, Table 22.

12/ Id.
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The record evidence indicates that dumping caused the prices
of the subject imports to decline by a significant percentage.
The Commerce Department calculated dumping margins for the
various PRC producers and exporters of the subject imports
raﬁging from 5.3% to as high as 32.06%, with an average margin of
about 21%.;3/

In cases where dumping mafgins reflect a finding by Commerce
that the subject foreign producers/exporters have charged a lower
price for their product in the United States thanvthe price that
they have charged in‘their home market (or another fbreign market
used as the surrogate for the home market), the actual decrease
in the U.S. price of the subject imports that occurred consequent
to dumping will be only a fractional percentage'of the dumping
'margin. This percentage, in turn, will be in large measure a
function of ﬁhe proportion of the total sales of the subject
foreign producer(s) in the U.S. and the exporter's home market

that is accounted for by sales in the home market.l14/15/

13/ See Report at A-13.

14/ See, e.q., Certain All-Terrain Vehicles from Japan, USITC
Pub. 2163, ‘Inv. No. 731-TA-388 (Final) 58-60 (March 1989)
(Additional Views of Commissioner Cass); Granular
Polytetrafluoroethylene Resin from Japan and the Netherlands,
USITC Pub. 2112, Inv, Nos. 731-TA-385 and 386 (Final) 74 (Aug.
1988) (Additional Views of Commissioner Cass):; Certain Bimetallic
Cylinders from Japan, USITC Pub. 2080, Inv. No. 731-TA-383
(Final) 44 (May 1988) (Additional Views of Commissioner Cass).

In reality, an estimate of the decrease in the price of the
dumped product that is derived in this fashion will be somewhat
overstated as it represents an approximate upper bound of that
decrease. For a thorough explication of this subject, see R.

iBoltuck, Office of Economics, Assessing the Effects on the
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However, this is not a case where Commerce based its dumping
determination-on the difference between priges charged by foreign
prodﬁcers/exporters for sales to the U.S. market and prices
charged for sales to their'home (or other foreign) market.
Rather, the dumping determination was the result of Commerce's
finding that the prices thét were charged for the‘subject sewn
cloth headwear in the United States were lower thén the
constructed value of that merchandise.l16/ This constructed
value, in turn, was, with one exception, calculated by valuing
the factors of production employed by PRC manufacturers of sewn
cléth headwear using factor cost information supplied by a
Philippines producer of such headwear.l17/ |

Because the dumping margins are the prodﬁct of a constructed
value calculation, I have used the fuli dumping marginvas the
measure of the amount by which the PRC imports declined as a

result of dumping. This well may overstate the maximum effect

Domestic Industry of Price Dumping, USITC Memorandum EC-L-149 at
1, n. 1, 13, 19-21 (May 10, 1988). A more accurate statement of
the effects of dumping on import prices also may require

some adjustment to reflect the fact that dumping margins are
calculated on an ex-factory, rather than final sales price,
basis.

15/ As previously noted, under certain circumstances, Commerce
will use another foreign market as the surrogate for the foreign
producer's home market.

16/ See International Trade Administration's Final Determination
of Sales at Less Than Fair Value; Certain Headwear from the
People's Republic of China ("Commerce Determination”), 54 Fed.
Reg. 11983, 11985 (March 23, 1989).

17/ I4d. The cotton content of the headwear was based upon the
customs value of U.S. imports of cotton from Egypt. Id.
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that dumping may have had on prices of the subject imports.
"Dumping margins based upon constructed value -—- particularly
constructed value calculated by using thé value'of faétors of
production from a country othervthan the one in which the subject
imports were actually produced —- raise serious.analytical
questions if we are to use such margins to evaluate the effects
of LTFV sales on imports' prices. These questions deserve
special attention by the Commission. Because any treatment of
these margins in evaluating evidence respecting imports' prices
—— even that most favorable to Petitioner -- will not affect the
outcome of this case,_I will reserve for another time further
discussion of my views on that subject.

Using the maximum possible price effécts derived by.using
the full‘amount of the dumping margins as the measure of_the
extent to which the prices of the subject imports declined
consequent to dumping, the evidence before us indicates that
dumping produced moderate increases in the amount of PRC sewn
cloth headwear imported into the United States. However, for

reasons discussed, infra, the fact that dumping was associated

with increased volumes of the subject imports does not
necessarily mean that dumping caused a significant decline in

prices or sales of the domestic like product.

B. Prices and Sales of the Domestic Like Product
During the period covered by our investigation, the subject
imports accounted for a sizable percentage of the total voiume

and value of sewn cloth headwear sold in the United States. 1In
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1985, the subject imports accounted for 15.2% of domestic
consumption of such products.18/ Quantity-measured market
penetration by the PRC product increased during the succeeding
years to 29.3% in 1988.19/ Measured by value, however, PRC
market penetration was significantly and consistently lower,
ranging from a low of 8.0% in 1985 to a high of 14.0% in 1988.20/
Notwithstanding the imports' market shares during the period
when dumping occurred, the record evidence before us does not,‘in
my view, indicate that sales of dumped’PRC imports materially
affected either prices or sales of the domestic like product.
Among the circumstances in addition to the level of subject
import market penetration that affect the extent to which dumped
imports affect prices and sales of the domestic like product, two
are of special importance: the degree to which consumers see the
imported and domestic like products as similar (the
substitutability of the subject imports and the domestic like
product) and the degree to which domestic consumers change their
purchasing decisions for these products based on variations in
the prices of those products. Taken together, the evidence on
these two issues in this investigation indicates that the subject
imports had, at most, a quite modest effect on domestic prices

and sales.

18/ Report at A-64, Table 28.

19/ 1Id4.
20/ 14.
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In this investigation, the Commission was presented with a
significant amount of anecdotal evidence that might, at first
blush, suggest that the subject imports and the domestic like
~product are close substitutes for one another. For example,
Petitioner argﬁed that domestic producers of sewn cloth headwear
compete with the PRC imports in every segment of the market.21/
Petitioner also asserted that the majority of purchasers of sewn
cloth headwear surveyed by the Commission stated that there are
no differences in quality between the imported and domestic
productlor that any such differences are not a significant factor
in purchasing decisions.22/ These assertioné are, in fact,
largely borne out by the record evidence.

Upon closer inspection, however, the evidence cited by
Petitioner is not as compelling as it might first appear. For
instance, although the domestic like product and the subject
imports are sold in each of the market segments where sewn cloth
headweai is purchased, there are notable disparities in the
proportions of the domestic and imporﬁed PRC products that are
sold in these disparate market segmenﬁs. For example, 60% of

domestic production is sold to "premium" account end users,zl/-

21/ Petitioner's Posthearing Brief at 2-3, 5-6.

22/ Petitioner's Prehearing Brief at 11; Petitioner's Posthearing
Brief at Appendix III at 9.

23/ Premium account end users are large volume purchasers and
include entities such as baseball teams, universities, and theme
parks that license headwear producers to use their logo, and
either authorize the producers to sell such headwear, or purchase
such headwear from the producers and distribute it themselves.
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whereas only 7% of the subject imports are sold in that
market.24/ Similarly, 58% of the PRC imports are sold to
advertising specialty distributoré,zi/ as compared to only 23% of
domestic production.26/ Similar disparities are evident in the
retail segment of the market: 35% of the subject imports are sold
to retail purchasers versus only 18% of the domestic like
product.27/ These data support the inference, otherwise
suggested by the record evidence, that domestic and PRC producers
have successfully marketed their products to different markét,
"niches"; some of those niches in which domestic caps are sold,
such as the premium market, are, to some degree, insulated from
import Competitién.gg/

The market penetration data compiled by the Commission also
suggest that there are significant differences in the quality of
the'domestic like product and the PRC product, nofwithstanding
the previously-discussed anecdotal evidence to the contrary. As
I noted earlier, the value-measured market share of the PRC
producers/exporters is substantially lower than their quantity-

measured market share. Thus, the domestic like,product, heavily

Report at A-19.
24/ Id. at A-20.

25/ Advertising specialty distributors market a diverse array of
promotional items. Id. at A-19.

26/ Id. at A-20.

28/ Id. at A-20.
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concentrated in the "premium" end of the market{ is, on average,
far more expensive than the PRC pfoduct; indeed, both the
concentration in more price-sensitive uses and the difference in
brice are much greater for the PRC imports than for headwear from
other principal foreign sources of U.S. supply. Respondents
argue that this evidence supports their contention that the PRC
product and the domestic like product are not close
substitutes.29/ I find Respondeﬁts' argument persuasive,
particularly when coupled with the evidence adduced by
Respondents' indicating that the prices of the PRC product and
the domestic like product have not moved together in any
systemaﬁic way.30/ Far from it, increases in PRC imports and
decreases in PRC prices have occurred while both shipments and
prices of the domestic like product have increased. While we
shouid be cautious about drawing inferences from trend data that
reflect many different influences, piainly if the domestic and
PRC products were close substitutes, one would expect their
prices to move in tandem to a far greater extent than is evident
in the evidence compiled by the Commission. I believe the expert
testimony offered by Respondents accurately characterized the
inferences on this issue that are most ih'keepiné_with the facts

of record. In short, then, although the record evidence suggests

29/ See Respondents' Prehearing Brief at 16-17; Respondents'
Posthearing Brief at Exhibit; Transcript of 3/29/89 Hearing
("Tr.") at 118-19.

30/ Respondents' Posthearing Brief at Exhibit 4.
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that the PRC product and the domestic like product are moderately
substitutable for each other, the record as a whole does not
support Petitioner's claim that they are close substitutes.3l/

The other evidence consistent with an inference that dunmping
had a very modest effect on prices and sales of thé domestic like
product relates to the degree to which domestic consumers of sewn
cloth headwear respond to changes in the price of these products.
The general effects of this evidence are described by the
Commission's Office of Economics in a memorandum made available
to all parties of record prior to the hearing that was héld
before the Commission. When consumer demand for all of these -
products as a group is highly responsive to changes in price, the
effects of dumping on prices and sales of the domestic 1like
product is attenuated, for in that case the lower prices
resulting from dumping will stimulate significantly increased
domestic demand for the lower priced product. Much greater
effects will be felt by U.S. producers when éQnsumers perceive no
difference between the imported and domestic product other thap
price but their overall purchases of these products are

relatively unresponsive to price changes.  In the latter case,

31/ My ultimate conclusion on this issue in this investigation is
therefore essentially consistent with the one reached by the
Commission's Office of Economics. See USITC Memorandum EC-M-134
(April 20, 1989) from the Office of Economics ("OE Posthearing
Memorandum") at 22. However, my analysis of the record evidence
on that issue departs from that of the Office of Economics in
certain important respects. In particular, as the foregoing
discussion indicates, I believe that the evidence adduced by
Respondents on the issue is entitled to significantly greater
weight than the Office of Economics has suggested.
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' consumers will simply switch their purchases from U.S.-made to
lower-priced imported products, imposing a quite detrimental
impact on both the U.S. products' prices and their sales.

In this investigétion, I believe that domestic demand for
sewn cloth headwear is at least reasonably, if not highly,
responsiVe to changes in the price of that product. We have been
presented with abundant evidence  that domestic consumption of
sewn cloth head&ear has increased over the period covered by our
investigation in large part because of the ihcreased popularity
of baseball caps as a promotional item.32/ A large number of
other items, such as pens, coffee cups, T-shirts, banners, etc.,
serve the same promotional purposes} these items are made by,
inter alia, some of the domestic major pfoducers of sewn cloth
headwear.33/ In my view, the availability‘of these items
enhances significantly the responsiveness of domestic demand for
sewn cloth headwear to changes in the price of that product.34/
C. Investment and Empigymgn;

‘ As my colleagues have pointed out in their discussion of the

"condition of the domestic industry",35/ the principal economic

32/ See Report at A-15.
33/ 1d. at A-22.

34/ In that respect, I have a different view of.the record
evidence than the Commission's Office of Economics, which has
attached greater weight than I have to testimony offered by
Petitioner to the effect that no other promotional item is an
adequate substitute for headwear. See OE Posthearing Memorandum
at 23-24.

35/ See Views of the Commission at 6-10.
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indicators for the doﬁestic industry "either improved or remained{
relatively stable over the period of investigation".36/ Domestic
production of sewn cloth headwear has remained at roughly the
same levei, but the value of domestic shipments increased
steadily.37/ Operating income fell from $12.7 million in 1985 to
$8.8 million in 1986, but rebounded to $12.2 million in 1987, and
.imprerd again in interim 1988, when operating income was $8.9
million compared to $7.7 million during the same period in
1987.38/ Each of the key employment indicators -- the number of
production and related workers, hours worked, and hourly |
employment compensation —-- registered improvements over the
period covered by the Commission's investigatibn. In short, an
examination of the various investment and employment measures of
the domestic industry's performance reveals ﬁothing that of
itself would suggest a conclusion at odds with the inference
drawn from facts respecting LTFV imports’ effeéts;on domestic
prices and sales; that is, the financial and employment data
respecting the domestic induétry do not indicate any basis for

belief that dumping caused material injury to the domestic

indusfry.

36/ 1d.

37/ See Report at A-25, A-29-A-30.
38/ Id. at A-41-A-43.
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D. A lication of the CADIC M 1

In assessing the impact of the subject imports on the
domestic industry, in addition to the‘évidence previously
discussed, I considered information that was presented to us by
the parties and by Commission staff relating to the use of the
computable market-simulation "Comparative Analysis of the
Domestic Industry's Condition Lotus Template System"”, otherwise
known as‘tﬁe "CADIC model" .39/ The CADIC model is used to derive
estimates of changes in the prices and qﬁantities sold of a
domestic industrY's like product that occurred, given certain
specified data relatino to import volumes, dumping margins, and
the markets for the imports and fhe domestic like product. The
CADIC model has been fully described in publicly available
documenté,gg/ and copies of the computer program have been.
available for éome'time to iﬁtereéted‘members of the public,
1nclud1ng the partles to this investigation.

The CADIC model is not intended to and does not, obviate
the need for Commlss1oners to evaluate evidence respecting the

variety of factual issues relevant to our determination. Rather,

39/ The analytical framework underlying the  CADIC model is
explained in detail in R. Boltuck, Office of Economics, Assessing
the Effects on the Domestic Industry of Price Dumping, USITC
Memorandum EC-L-149 (May 1Q & 18, 1988). The results of the
Commission staff's use of the model in this case are set forth in
USITC. Memorandum EC-M-137 (April 21, 1989) from the Office of
Economics.

40/ See R. Boltuck Office of Economics, Assessing the Effects on
the Domestic Industry of Price Dumping, USITC Memorandum EC-L-149
(May 10 & 18, 1988).
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the CADIC model is designed to érovide information that can
assist the Commission in assessing the significance of different
judgments réspecting issues that critically affect our assessment
of injury causation under the criteria set forth in Title VII,
such as the substitutability of imported and domestic products
and consumers' reactions to changes in prices of the relevant
products. Needless to say, each commissioner must ultimately.
decide what factual inferences should be drawn from the record in
a given investigation respecting these and other relevant issues,
and each commissioner must also decide what weight to give to the
estimates generated through application of the model. When I do
not believe that the information generated by the'model is useful
-- that is, when I find that the assumptions upon which the model
is based are unrealistic in light of the other evidence of record
in a particular investigation or that the information necessary
to employ the model cannot be reliably inferred from the other
evidence of record ——- I do not give weight to the estimates that
the model produces.41/ |

In this case, I believe that the model yields useful
information when that information is carefully considered in
~-light of the factual context of this case. This case is unlike
most Title VII cases that come before us in that the country in

which the subject imports are produced has an economy that is, to

41/ See, e.dq., Certain Granite from Italy and Spain, USITC Pub.
2110, Inv. Nos. 701-TA-289 and 731-TA-381 and 382 (Final) (Aug.
1988) .
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.a significant extent, state—controlled.gz/ As both Petitioner
and Respondents recognized, this means that it is important to
carefully consider the manner in which the model is used to
derive estimates of the extent to which dumping affected the
volume and prices of the subject imports. In order to use the
CADIC model's "partial pass-through" estimates of these effects
-- that is, estimates that are premised on the notion that only a
portion of the dumping margin is "passed through" to domestic
consumers in the form of a decrease in the price ofAthe subject
imports -- the facts must be consistent with the assumption that
the foreign producer/exporter is a profit—paximizing entity.43/
Because the PRC economy is, to a large extent, state-controlled,
such an assumption would be at odds with the record before us.
Accordingly, it is neceésary to use a different mode of
analysis in assessing the effects that dumping had on the volume
and pridés of the subject imports. For the reasons previously
indicated, in this case I believe that it is appropriate to uée
‘thé full amount of the dumping margin as the rough measure of the
extent to which dumping affected prices (and therefore volumes)

of the subject imports.44/ The "full pass-through" estimates

42/ Commerce Determination, supra, 54 Fed. Reg. 11984-85.

43/ See R. Boltuck, Office of Economics, Assessing the Effects on
the Domestic Industry of Price Dumping, Part I, USITC Memorandum
EC-L-149 (May ‘10, 1988) at 5, n. 8, 14-17. :

44/ Even where our investigations relate to state-controlled
economies, some adjustment of this figure may be appropriate to
provide a more realistic estimate of actual price effects. 1In
this investigation, however, no evidentiary basis for such an
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derived from use of the CADIC model are quite relevant to such an
analysis. These estimates in no way require that the imports be
produced by profit-seeking firms nor dobthey depend on any other
assumption inconsistent with the facts of record in this
investigation. Both Petitioner and Respondents in this
investigation acknowledged that the model, if used in this
manner, can produce useful information.45/ The information
provided by use of the CADIC model under. various possible
inferences from the record here supportg other evidénce
suggesting that the effects of the subject imports on domestic
products' prices and sales were not significant and,
consequently, that the imports had no material effects on the
domestic industry.
NCLUSI

For all of the foregoihg reasons, I have concluded that the
domestic industry has not been materially injured by reason of
LTFV imports of sewn cloth headwear from the People's Republié of

China.

adjustment was provided.

45/ See Tr. 68-69, 138. Petitioner argued that the model suffers
from certain disabilities because it asks how much the domestic
industry would benefit from an antidumping duty, not how much the
industry was injured by dumping. See Petitioner's Prehearing
Brief at Appendix VI at 3. 1In reality, however, the model does
not concern itself in any way with the potential effects of an
antidumping order; its sole purpose is to assess the impact of
dumping on the domestic industry at the time that dumping
occurred. ) N
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INFORMATION OBTAINED IN THE INVESTIGATION
Introductlon

Following a preliminary determination by the U.S. Department of Commerce
(Commerce) that imports of sewn cloth headwear 1/ from the People’s Republic
of China (China) are being, or are likely to be, sold in the United States at
less than fair value (LTFV), the U.S. International Trade Commission
(Commission), effective November 8, 1988, instituted investigation No.
731-TA-405 (Final) under section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)) to determine whether an industry in the United States
is materially injured or threatened with material injury by reason of such-
imports. 2/ Notice of the institution of the Commission’s final investigation
and of the public hearing to be held in connection therewith was given by
posting copies of the notice in the Office of the Secretary, U.S.
International Trade Commission, Washington, DC, and by publishing the notice
in the Federal Register of December 6, 1988 (53 F.R. 49247). 3/ The public
hearing was held in Washington, DC, on March 29, 1989. 4/

In its final determination, 5/ published in the Federal Register on
March 23, 1989 (54 F.R. 11983), Commerce determined that imports of sewn cloth
headwear from China are being, or are likely to be, sold in the United States
at LTFV. The applicable statute directs that the Commission make its final
injury determination by May 1, 1989. The Commission voted on this
investigation on April 26, 1989.

Background

This investigation results from a petition filed on May 26, 1988, by
counsel on behalf of the Headwear Institute of America (”"the HIA”), alleging
that an industry in the United States is materially injured and threatened
with material injury by reason of LTFV imports of sewn cloth headwear from
China. 1In response to that petition, the Commission instituted investigation
No. 731-TA-405 (Preliminary) under section 733 of the Tariff Act of 1930

1/ The headwear subject to this investigation includes hats, caps, visors, and
other headwear, all the foregoing made from knitted or woven fabrics of
vegetable fibers (including cotton, flax, and ramie), or manmade fibers,
and/or of blends thereof and assembled from two or more cut pieces of fabric
and then sewn. The subject headwear was formerly provided for in items
702.0600, 702.0800, 702.1200, 702.1400, 702.2000, 702,3200, 703.0540,
703.0550, 703.0560, 703.1000, 703.1640, and 703.1650 and under various items
in part 6F of schedule 3 of the Tariff Schedules of the Upnited States
Annctated (TSUSA). Such headwear is now provided for in subheadings
6114.20.00, 6114.30.30, 6204.23.00, 6204.29.20, 6204.29.40, 6209.90. 30,
6209.90.40, 6211.32.00, 6211.33.00, 6211.42.00, 6211.43, and 6211.49.00;
6502.00.20-6502.00.90, inclusive; 650#.00.30—6504.00.90. inclusive; and
6505.90 (except 6505.90.30 and 6505.90.40) of the Harmonized Tariff Schedule
of the United States (USITC Publication 2030, as supplemented).

2/ Material retardation is not at issue in thlS investigation,

3/ A copy of the Commission’s notice of institution of the f1na1 antldumplng
investigation is presented in app. A.

4/ A list of the participants in the hearing is presented in app. B.

i/ A copy of Commerce’s notice is attached as app C :
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(19 U.S.C § 1673b(a)) and, on July 11, 1988, determined that there was a
reasonable indication of material injury by reason of such imports
(53 F.R. 27409).

Previous Investigations Concerning Sewn Cloth Headwear

On February 8, 1977, a petition for import relief, under section
201(a) (1) of the Trade Act of 1974, was filed with the Commission by the
Empire State Cloth Hat and Cap Manufacturers Association and the United
Hatters, Cap and Millinery Workers International Union. On February 18, 1977,
the Commission received an amendment to the petition and on February 22, 1977,
instituted an investigation to determine whether certain headwear was being
imported into the United States in such increased quantities as to be a
substantial cause of serious injury, or the threat thereof, to the domestic
industry producing an article like or directly competitive with the imported
article. In August 1977, the Commission determined that certain headwear was
not being imported into the United States in such increased quantities as to
be a substantial cause of serious injury, or threat thereof, to the domestic
industry producing articles like or directly competitive w1th the imported
articles. 1/

In May 1985, the Commission conducted investigation No. 332-190 on
certain headwear, under section 332 of the Tariff Act of 1930, and issued a
statistical report on the industry to the United States Trade
Representative. 2/

The Products

scription and uses

The imported articles under investigation consist of caps, hats, and
visors, cut and sewn from woven or knit fabrics of vegetable or manmade fibers
or blends of these fibers (hereinafter “sewn cloth headwear”). Cotton is the
principal natural fiber, and polyester is the major manmade fiber used in the
manufacture of fabric for sewn cloth headwear. The use of vegetable fibers
such as flax (linen) or ramie is believed to be very small.

Sewn cloth headwear is designed primarily for men and boys, although many
styles are worn by either sex. It is worn as casual wear, for sports
activities, or for promotional and advertising purposes. A small portion of
the sewn cloth headwear imports consists of infants’ and children’s caps and
hats, made primarily of cotton and containing decorative features. 3/

1/ Certain Headwear, Report to the President on Investigation No, TA-201-23
Under Section 201 of the Trade Act of 1974, USITC Publication 829, August
1977.

2/

se jve i i 32-190

Act of 1930, USITC Publication 1697, May 1985.

3/ Respondents argued at the hearing and in their briefs that children’s sewn
cloth headwear is sufficiently different from adults’ sewn cloth headwear th
it should be considered as a separate like product. Respondents suggested
defining this product as headwear sized 6-7/8 inches in diameter and under,
based on informal surveys conducted by them indicating that less than one
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The majority of the sewn cloth headwear imported from Chlna consists of
baseball-type caps. These caps usually have a solid seamless cloth front
piece and nylon mesh sides and back but may be made entirely of solid cloth.
‘They come in a variety of colors and may be p1a1n or have designs or
promotional messages printed, embroidered, or otherwise affixed to the cap.
" The caps may or may not contain braid.

The imported articles are generally comparable in style to and

" substitutable for domestic articles., Both types are produced by similar
manufacturing processes, use similar fabrics, and compete in the same market. 1/
Excluded from the scope of this investigation are headwear of other textile
fibers, such as wool and silk; straw and other unspun fibrous vegetable
materials; fur; leather; horsehair; rubber or plastics; and felt. These
varieties are not substitutable for the subject articles in terms of price,
method of manufacture, and the markets served. 2/ The manufacture of caps and
hats of wool and silk, however, uses cutting and sewing processes similar to
those involved in the manufacture of sewn cloth headwear.

’ Based on responses to Commission questionnaires, caps account for the
‘majority of the imports under investigation. Caps differ from hats in that
they have no brims but do have peaks that project  from the front of the
articles. The majority of the imported caps are baseball-type caps made of
100-percent polyester or cotton/polyester blends. These baseball-type caps
contain a one-piece seamless front on which logos are printed, embroidered, or
otherwise affixed in the United States, and usually have a plastic snap .
adjustor at thé back to fit all sizes. These caps are generally sold to
premium and promotional markets in the United States. - Other types of caps
include painter, bicycle, golf, fishing, Ivy League/Gatsby, and camouflage
(hunting) caps, generally made of denim, corduroy, or twill. These caps are
comparable in style and other physical attributes to domestically produced
caps and are marketed through the same dlstrlbutlon channels.

Hats represent a relatively small portion of the imported headwear
covered by this investigation. Hats are made with a crown and brim. They are
sold in a variety of styles and colors in all price segments of the market. .

Visors are essentially unisex articles, except for certain colors and
designs. 3/ They generally have the shape of caps but are without a complete
crown. They have foam-padded cloth headbands measuring about 2 to 3 inches in
width and a peak and are secured to the head by elastic bands or adjustable

~straps. Visors are generally sold for use in spring and summer and are
typically worn in casual or sport activities. :

quarter of the adult population have head sizes less than 6-7/8 1nches, and
that smaller hats could not be marketed effectively as adults’ hats; this
suggestion was disputed by petitioner. Transcript, p. 97 to 98, 183;
respondent’s posthearing brief, Exhibits 3 and 6; letter from Ken Shwartz,
Universal Industries, to Kenneth R, Mason, Mar. 31, 1989.

1/ Transcript of the hearing in investigation No. 731-TA-405 (Final)
(Transcript), pp. 21 to 24.

2/ Transcript of the preliminary conference, pp. 61 to 62, 66 to 68, and 87;
‘petitioner’s postconference brief, pp. 17 to 20. 1In the final investigation,
respondent did not claim, as it had at the preliminary stage, that headwear
manufactured from these materials should be included within the 11ke product
definition.

3/ Transcript of the preliminary conference, pp. 154-155.
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The caps, hats, and visors covered by this investigation are imported in
different styles and colors and in fabrics ranging from those of 100-percent
polyester knit fabric to woven fabric such as cotton twill, corduroy, and
denim., All these products are said to be substitutable to a certain degree as
they all can be used to convey the same promotional message.

Manufacturing processes

The production of headwear is more labor intensive than that of most
other apparel products. Direct labor costs account for 50 percent of the
total value added by manufacture for headwear, compared with about 40 percent
for the apparel industry as a whole. Consequently, unit labor costs in the
.headwear industry are relatively high. In 1986, the direct labor costs
accounted for 26 percent of the total value of industry shipments, compared
with 20 percent for the overall apparel industry. 1/

Products under investigation.--Cap manufacturing involves several steps.
First, the fabric and the nylon mesh are cut into required shapes either by
hand, by die-cutting machines, or by automated cutting machines. An automated
cutting machine is computer controlled and cuts several layers of fabric
panels at one stroke with minimal fabric waste. These panels are then sewn
together, the seams are taped, a sweatband and sizing strip are sewn to the
bottom edge along with the peak, and the adjustable tabs are applied to the
back panels. The cap is then blocked, a process that uses steam to shape the
assembled headwear. Finally, the cap is packed in & box for shipment.

Cut-and-sewn hat and visor production requires steps similar to cap
production and generally uses the same machinery and equipment. Only minor
adjustments are needed for producing special kinds of caps and hats, such as
Ivy League/Gatsby caps and hats and those made of wool. Shifting production
from one product to .another does not significantly affect overall
productivity.

Other headwear.--Headwear of straw, other unspun fibrous vegetable
materials, and felt is produced almost exclusively in different manufacturing
facilities using different machinery and equipment. Most felt headwear is
made of wool or fur. The manufacture of felt headwear begins with producing
hat bodies through the felting process. The finished hat bodies are then
blocked using steam-dies and are subsequently trimmed or otherwise finished.

Straw hat bodies used in producing straw hats, for the most part, are
imported, principally from China. The extremely low labor costs in China and
an abundant supply of straw provide the Chinese industry with significant
competitive advantages against other countries in this highly labor-intensive
product. The straw hat bodies are produced either by sewing straw braids on a
special sewing machine in a circular or spiral fashion beginning from the
crown or by weaving or plaiting by hand or by machine a set of fibers or
strips radiating from the center of the crown. The bodies are then blocked,
shaped, trimmed, and finished in much the same manner as the felt hats.

The level of technology in the headwear industry of the major Asian
suppliers, especially China, is alleged to be significantly less advanced than
that of the U.S. headwear industry. The U.S. industry has automated or semi-

1/ Based on official statistics of the U.S. Departments of Commerce and Labor.
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automated machinery and equipment, whereas most of the plants in the Far East
--especially in China-- do not. 1/ Because the region has low-cost 'labor,
manufacturers there are not apt to invest heavily in automated machinery.

'U,S, tariff treatment

The hats and caps under investigation, along with all other merchandise
imported into the United States, are now classified for tariff purposes in
provisions of the Harmonized Tariff Schedule of the United States (HTS).
Effective January 1, 1989, the HTS replaced the Tariff Schedules of the United
States (TSUS). The hats and caps are classified as headwear in chapter 65 of
the HTS, and the visors, because of their open crowns, are classified as
wearing apparel in chapters 61 (knit apparel) and 62 (not knit apparel).

The tariff classification of the hats and caps under the TSUS depended
"upon (1) the fiber in chief value; (2) whether the fabric was knit or not
knit; and (3) for manmade-fiber articles, the presence or absence of braid.
Tariff distinctions weré not made on the basis of gender or product type
(e.g., baseball caps). -Except as noted below, these criteria continue to be
used under the HTS. :

The classification of the visors under the TSUS depended upon (1) the
presence or absence of ornamentation; (2) the fiber in chief value;
(3) whether the fabric was knit or not knit; and (4) whether, in the case of
visors of miscellaneous vegetable fibers, such visors were subject to
restraint. Visors and other apparel considered to be unisex articles were
classified under provisions for women’s, girls’, and infants’ apparel.

The weighted-average duty on sewn cloth headwear, based on trade with
China in 1988, amounted to 8 percent ad valorem for the hats and caps and
10.5 percent ad valorem for the visors, as shown in table 1. About
83 percent of the total value -of sewn cloth headwear imports from China in
1988 entered under TSUS item 702.12, woven cotton hats and caps, and item
703.05, knit or woven manmade-fiber hats and caps with braid. Under the HTS,
the woven cotton headwear continues to be dutiable at a column l-general, or
most-favored-nation (MFN) rate of 8 percent ad valorem and the braided
manmade-fiber headwear is still dutiable at 7.2 percent, as they were under
the TSUS. 2/ Manmade-fiber hats and caps, unlike other hats and caps, are
distinguished for tariff purposes in the TSUS and the HTS by the presence or

!

1/ Various headwear producers and importers have indicated to staff, however,
that:the Chinese industry is beginning to obtain automated, state-of-the-art
machinery, particularly w1th regard to the decoration stage of the
manufacturing process.

2/ The MFN rates, in general, represent the final stage of the reductlons
granted in the Tokyo Round of Multilateral Trade Negotiations. Such rates are
assessed on imports from all countries except those Communist countries and
areas enumerated in general note 3(b) of the HTS, whose products are assessed
the rates set forth in col. 2. The only Communist countries eligible for MFN
treatment, as of December 1988, are China, Hungary, Poland, and Yugoslavia.
Among articles dutiable at MFN rates, particular products of enumerated
countries may be eligible for preferential treatment under one or more
programs, set forth in the “special” rates subcolumn of col. 1.



Table 1
Sewn cloth headwear: U.S. imports from China and rates of duty, by TSUS
items, 1988

TSUS 1988 - 1988
item No. Description imports tariff rate
1,000 dollars — Percent ad valorem

Cloth hats and cqgs:
Of vegetable fibers:
Cotton or flax:

>

it:
702.06 Cotton-—-—-———wrm——cn—- 2,820 8.4
702.08 Flax---—-=--—==—-——mm——- 4 8.4
Not knit:
702.12 Cotton-—————-~————m———ne 17,988 8
702.14 Flax--———--———=me—oo 21 8
702.20 Other caps-—————==+———o—~—-- 17 5
702.32 Other hats--—---~——-—u~-—- 152 7.2 1/
Of manmade fibers:
703.05 With braid----------—--~-—- 18,410 7.2
Without braid: :
703.10 Knit---——--——=-vmmmeeem 1,176 17.1 2/
03.16 Not knit-——--—----———~—- 1,008 9.2 3/
Total or average———--- 41,596 .
Cloth visors:
Of cotton:
Ornamented:
384,04 nit----===————m———————— 14
384.09 Not knit-—-——--———ommmo— - 128 14
Not ornamented:
384.34 nit--—-—-——-—————— e : 82 8
384.52 Not knit-—-~--—-=---m-vm— 1,394 8
Of vegetable fibers,
: except cotton:
384.27 Ornamented-----——=---=~—=--—- 4/ 8
Not ornamented:
Knit: .
384.53 Not subject to cotton,
wool, or man-made
fiber restraints~---—--- 4/ .5
384.54 Other---------~—=—~----—- 4/ 5
Not knit:
384.55 Subject to cotton or
wool restraints-------- 4/ 3
384,56 Other-------—-----vee——- 4/ 3
0f manmade fibers:
Ornamented:
384,22 Knit---————————m 0 22.7
384.26 Not knit---——-——=~——mm 8 22.7
Not ornamented:
384.86 Knit-----—=—omm 392 17
384.94 Not knit---—---cm———o—— 68 ' ) 17
Total or average--------- 72,078 10.5

1/ Represents the ad valorem equivalent, based on 1988 trade, of 30¢ per dozen

glus .2 percent ad valorem. .

2/ Represents the ad valorem equivalent, based on 1988 trade, of 18¢ per dozen
lus 14.1 percent ad valorem. )

3/ Represents the ad valorem equivalent, based on 1988 trade, of 10¢ per dozen

Elus percent ad valorem. )

4/ Data are not available on imports of visors of noncotton vegetable fibers.

Impggtgb{rom China of such visors, however, are believed to be nil or

negligible.

Source: Official statistics of the U.S. Department of Commerce.
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absence of braid. The rate of duty on the braided articles is lower than that
on those without braid. 1/ Most of the TSUS rates of duty on apparel that
contains braid or other ornamentation were lower than those for the
unornamented articles; the ‘distinction between ornamented and unornamented
apparel was eliminated in almost all cases with the implementation of the

HTS.

In general, the tariff treatment of sewn cloth headwear under the HTS is
similar to that previously in effect under the TSUS. The major exceptions are
that (1) the principal fiber determination is now based on weight rather than
value, and (2) for cloth visors, the distinction between ornamented and
nonornamented articles is eliminated. Cloth hats and caps are classified as
headwear under several provisions of HTS subheading 6505.90; cloth visors are
classified as wearing apparel under heading 6114, if of knit fabric, or
heading 6211, if not of knit fabric (essentially woven). The rates of duty
for sewn cloth headwear under the HTS are given in table 2.

Eligibility for preferential tariff treatment

. U.S. imports of cotton and manmade-fiber sewn cloth headwear are not
eligible for any preferential tariff treatment unless they are products of
Israel and Canada, which are small suppliers. 2/: Preferential rates are also
granted to Israel and Canada on sewn cloth headwear of noncotton vegetable
fibers, such as linen and ramie. Imports of some of the noncotton vegetable
fiber headwear are also eligible for duty-free treatment under the Caribbean
Basin Economic Recovery Act (CBERA) 3/

A small portion of the imported headwear covered by this investigation
enters under HTS subheading 9802.00.80. Products imported under this
provision are assembled wholly or partly with components fabricated in the
United States. The duty is assessed on the total value of the product less

1/ Importations of braided caps do not generally result from specific requests
by cap purchasers, but rather are made solely to obtain the lower duty.
Frequently, the braid is removed after 1mportat10n and the merchandise is sold
as plain caps.

2/ Preferential rates of duty in the special rates subcolumn followed by the
code “I” or "IL” are applicable to products of Israel under the United States-
Israel Free Trade Area Implementation Act of 1985, as provided in general note
3(c) (vi) of the HTS. Where no preferential rate is provided for products of
Israel, the col. 1 rate applies. Preferential duty rates in the special rates
subcolumn followed by-the code “CA” are applicable to products of Canada under
the Canada-United States Free-Trade Agreement, as provided in general note
3(c)(vii) of the HTS. This agreement calls for elimination of all bilateral
tariffs by Jan. 1, 1998, .

3/ The CBERA affords nonreciprocal tariff preferences to developlng countries
in the Caribbean Basin area to aid their economic development and to diversify
and expand their production and exports. The CBERA, enacted in title II of
IPublic Law 98-67 and implemented by Presidential Proclamation 5133 of

Nov. 30, 1983, applies to merchandise entered, or withdrawn from warehouse,
for consumption on or after Jan. 1, 1984. It is scheduled to remain in effect
until Sept. 30, 1995. Indicated by the symbol “E” or “E*” in the special
rates subcolumn, the CBERA provides duty-free entry to eligible articles, the
product of and imported directly from designated basin countries.



Table 2

Sewn cloth headwear:

HTS classification and U.S. rates of dufy, 1989

" Rates of duty

Heading/
Subheading Description General Special Col, 2
Cloth hats. and caps:
. Of cotton, flax, or both:
6505.90.15 Knitted.......o0es eerearasenes 8.4% Free(E¥*) 45%
' 3.4%(IL)
7.5%(CA)
Not knitted:
6505.90.20: Certified 8% Free(E*) 37.5%
handloomed and 3.2%(1IL)
folklore articles; . 7.2%(CA)
headwear of cotton
6505.90.25 Other....cevretveoeenocannns 8% Free(E¥*) 37.5%
' 3.2%(IL)
-7.2%(CA)
Of man-made fibers, knitted: .
6505.90.50 Wholly or in
part of braid........ ceess 1.2% 2.9%(IL) 90%
: 6.4%(CA)
6505.90.60 Without braid.......... ceev. 39.7¢/kg 15.9¢/kg+5.6%(IL) 99.2¢/kg
+14.1%  35.7¢/kg+12.6%(CA) +65%
Of manmade fibers, .
not knitted:
6505.90.70 Wholly or in : . -
: part of braid............. 7.2% 2.9%(IL) . 90%
: A 6.4%(CA)
6505.90.80 Without braid........... cees 22¢/kg+8% 8.8¢/kg+3.2%(IL) 99.2¢/kg
: - - 19.8¢/kg+7.2%(CA) . +65%
6505.90.90 Of other textile materials...... 22¢/kg+8% Free(E¥*) ' 99.2¢/kg
8.8¢/kg+3.2%(IL) +65%
19.8¢/kg+7.2%(CA)
Cloth visors: . ‘ S
Knitted or crocheted: .
6114.20.00 Of COttON. . vvvennennnnnn eeees 11.5% Free(IL) . 90%
10.3%(CA) '
6114.30.30 Of manmade fibers............. 16.1% Free(IL) 90%
14, 4%(CA)
6114.90.00 Of other textile materials.... 6% Free(E*) - 60%
2.4%(1L)
5.4%(CA)
Not knitted or crocheted:
6211.42.00 Of COtEOM.vterrneenreneoconens 8.6% Free(IL) 90%
' 7.7%(CA)
6211.43.00 0f manmade fibers............. 17% Free(IL) 90%
15.3%(CA)
6211.49.00 Of other textile materials.... 7.8% Free(E*,IL) 35%
. 7%(CA)
Source: Harmonized Tariff Schedule (HTS) of the United States, 1989.
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the value of the U.S.~fabricated components, or essentially on the value added
abroad. Most of the sewn cloth headwear imports entered under that subheading
come from Mexico and from Caribbean countries. 1/

Quota restrictions

U.S. imports of sewn cloth headwear are subject to restraint under the
Multifiber Arrangement (MFA). 2/ The MFA covers trade in textiles and apparel
of cotton, wool, manmade fibers, and, since August 1, 1986, other vegetable
fibers, such as linen, ramie and silk blends. The MFA provides the framework
for the negotiation of bilateral agreements between importing and exporting
countries, or for unilateral action by importing countries in the absence of
an.agreement, to control textile and apparel trade among its signatories and
prevent market disruption. As of January 1, 1989, the United States had such
_agreements with 40 countries, including China.

The current agreement with China, effective January 1, 1988, controls
China’s shipments of MFA-covered products to the United States for 4 years,
through 1991. 3/ It sets a specific limit, or quota, on China’s shipments of
manmade-fiber headwear, classified for quota purposes under category 659-H, of
4,65 million pounds for 1988. 4/ No specific limit was set on cotton
headwear, classified under category 359-0.

Products not covered by specific limits, under the “consultation
mechanism” contained in the agreement, may be brought under restraint when the
United States determines that market disruption has occurred. Unlike the
S5-year agreement that expired at the end of 1987, the new one also sets
aggregate limits for groups of products not covered by specific limits to
control the growth in China’s overall shipments. The products are divided
into four broad groups, as follows:

1/ The Administration in 1986 implemented a ”special access program” for
Caribbean-produced apparel and made-up textiles under HTS subheading
9802.00.80 (former TSUS item 807.00), in which eligible Caribbean countries
~are guaranteed greater access to the U.S. market for their products assembled
with fabric that has been both produced and cut in the United States.

A similar program, known as the “special regime,” was implemented with Mexico,
effective Jan. 1, 1989, for certain apparel and made-up textiles under
subheading 9802.00.80, but cloth headwear imports are currently not covered by
the regime.

2/ The MFA, formally known as the Arrangement Regarding International Trade in
Textiles, is an international agreement negotiated under the auspices of the
General Agreement on Tariffs and Trade (GATT). The MFA was implemented in
1974 and was extended in 1986, for a third time, through July 1991.

3/ The agreement may be extended by mutual consent for a fifth year, or
through 1992. - i

4/ Category 659 is a “basket” category comprising miscellaneous apparel
articles of manmade fibers. The suffix ”"H” indicates that headwear in the
category is subject to a limit.
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Group I. Products subject to specific limits; )
Group II. Apparel of cotton, wool, or manmade fibers not subject to
specific limits;
Group III. Textiles of cotton, wool, or manmade fibers not subject to
specific limits; and A
Group IV. Apparel of new MFA fibers not subject to specific
limits. 1/

Products in Groups II, III, and IV are subject not to specific
restraints, but instead to aggregate, group limits. Category 659-H is
included in Group I, and category 359-0 is included in Group II. On the basis
of 1988 trade with China, cotton headwear accounted for less than 10 percent
of the Group II limit for 1988. The 1988 group limits and annual percentage -
of growth permitted during the remainder of the agreement period are shown in -
the following tabulation: '

Group Limit 1,000 sqg, 1989 growth 1990/91 growth

yd. (SYEs) 1/ (percent) (percent)
) 1 AR 121,800 0.5 5.5
ITT. .o 330,750 0.2 5.2
IV, i ieeeeenns 24,000 6.0 6.0

1/ In thousands of square yard equivalents (SYEs).

Respondents testified at the hearing that the Government of China is
voluntarily restraining its.exports of Group II products to the United States,
including cotton headwear under category 359-0. Counsel for respondents
testified that China is restraining exports under category 359-0 to avoid
having restrictions (i.e., a specific limit) being placed by the United States
on the subcategory. 2/ China’s exports to- the United States under the
bilateral textile agreement require a visa, an endorsement in the form of a
stamp on an invoice that is executed by the Government of China and that
enables it to allocate quota. 3/ Thus, the Government of China, through this
export licensing system, can control export levels of individual products
subject to the Group II aggregate limit. Approximately 17 apparel categories -
are subject to the Group II 1limit, ranging from relatively low-unit-valued

1/ The new MFA fiber products are those of silk blends and of miscellaneous
vegetable fibers, such as linen and ramie. They were added to the MFA
effective Aug. 1, 1986. A

2/ Transcript, pp. 104, 105, 107, 109, 110; respondents’ posthearing brief,
p. 9. Petitioner states that the restraints referred to by respondents are a
broad ceiling on Group II products. Transcript, p. 181. U.S. general imports
from China under category 359-0 during 1988 rose by 68 percent, to

19.8 million pounds, over those in 1987 (roughly 91.2 million SYEs).

3/ A visa system is provided in par. 15 of the bilateral textile agreement
between the United States and China, dated Feb. 2, 1988. A visa system is
used with China and a number of other countries to control the exportation of
textiles and apparel to the United States, with a goal of ensuring that both
the U.S. and foreign governments count merchandise and charge quotas in the
same way to avoid overshipments, incorrect quota charges, and embargoes.
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items such as cotton headwear and handkerchiefs to relatively high-unit-valued
items such-as down-filled coats and jackets. 1/ Nevertheless, China’s textile
and apparel exports to the United States are subject to controls applied by
the U.S. Customs Service.

China’s shipments of sewn cloth headwear have been subject to restraint
since September 30, 1985, Following a request for consultations (i.e., a
”“call”) with China to negotiate a limit on its cotton and manmade-fiber
headwear, the United States set a limit of 1.35 million pounds on such goods
for the 90-day negotiating period. Unable to agree mutually on_ a limit, the
United States unilaterally imposed a limit of 4.44 million pounds.on .headwear
under categories 359 and 659 for the 12-month period beginning
December 29, 1985. About 1 year later, or in January 1987, the two countries
agreed to a limit for category 659-H only, of 4.30 million pounds, retroactive
to 1986. This base level was later adjusted through the use of *flexibility”
to 2.96 million pounds, of which 90.4 percent was filled. The limit for 1987
was increased by 4 percent over the 1986 base level, to 4.47 million pounds,
and later adjusted to almost 4.70 million pounds, all of which was filled.

The limit on category 659-H under the new agreement was increased by
another 4 percent for 1988, to 4.65 million pounds. Annual growth of.
4 percent is permitted. durlng the remainder of the agreement period...The °
1imit may be adjusted-under the flex1b111ty provisions of the agreement 2/
The 1988 limit was adjusted upward u51ng the. flexibility prov151ons, to
4.88 million pounds. ‘L .

The only other countries whose exports of sewn-cloth headwear to the
bUhited States are subject.to specific limits are Taiwan, Korea, and the
Philippines, which.along with China accounted for-two-thirds of the total
value of .sewn cloth:headwear imports in 1988. 3/ ‘Limits have been.set on
Taiwan’ §”cotton and‘manmade fiber headwear; Korea’s -cotton, manmadefiber,. and
woven wool headwear; and. the Philippines’ manmade-fiber headwear. The quota
performance of these suppllers durlng 1987 . and 1988 is shown in the follow1ng
tabulation: . .

1/ Transcript, pp. 130 to 131.

2/ Flexibility includes (1) “swing,” or shifting unused quota from one
category to another, (2) “carryover” of unused quota for the same category of
the previous year, and (3) “carryforward” or borrowing quota from the next
year’s limit for the same category. A specific limit may be increased by not
more than 5 percent with swing. Carryover is not available for 1988 and,
thereafter, is limited to 2 percent of the recéiving year’s limit.
Carryforward is limited to 3 percent of the receiving year’s limit, except in
1988, when an additional 2 percent is available. No carryforward is available
in the final agreement year. The combination of carryover and carryforward is
limited to 3 percent of the receiving year’s limit, except in 1988, when it is
limited to 5 percent.

';/ Imports of manmade—fiber headwear from Mexico were subject to a designated
consultation level (DCL) of 350,000 pounds in 1988. A DCL is a more flexible
import control than specific limits. DCLs are usually somewhat above existing
trade levels and once reached cannot be exceeded unless the United States
agrees to further shipments. DCLs normally apply to categories in which trade
is not as great as those for which specific limits are set.

”
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Country/item Final adjusted level .
(pounds) Percentage filled
1987 1988 o 1987 1988 1/
China: _ .
Manmade-fiber héadwear-- 4,695,600 4,883,424 100.0 99.9
Taiwan:
Cotton headwear-—--—---—- 4,201,449 4,350,639 73.9 54.5
Manmade fiber headwear-- 5,283,419 5,412,209 S 91.5 96.5
Korea: . -
Cotton headwear ————— ~——— 4,360,094 4,469,096 ' .- 82.1  90.3
Wool headwear 2/--—------ . 185,893 193,036 - 94,8 : 94,6
Manmade-fiber headwear—- 2,474,530 2,629,373 99.6 99.2
Ph111pp1nes .
- Manmade- fiber headwear-- 1,200,000 1,272,000 ‘ . 69.8 8l.4

1/ Customs data as of Mar. 19, 1989, Quotas are based on the date of export
and, therefore, goods shipped from the foreign port during 1988 but entered in
1989 will be charged to the quota for 1988,

2/ Not covered by the scope of this 1nvest1gat10n.A

Nature and Extent of Sales at LTFV.

On March 23, 1989, Commerce published in the Federal Register its final
determination that sewn cloth headwear from China is being, or is likely to
be, sold in the United States at LTFV. Commerce’s determination was based on
an examination of sales of sewn cloth headwear from China during the period
December 1, 1987, through May 31, 1988. The weighted-average marglns are
presented in the following tabulatlon (in percent)
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Producer/exporter LTFV margins

China National Light Industrial
Products Import/Export Corp.,
Guangdong Branch, Travelling
Goods COuvvvvennnnnnononnconnoonnss 5.30

Guangdong Statlonery and Sport1ng
Products Import and Export Corp.... 7.09

China National Light Industrial
Products Import/Export Corp.,
Guangzhou Branch Footwear and

Headgear CoO.vivieverervnnnsonannnns 32.06
Guangdong Arts & Crafts Imports and

tEXports COrpe.cceertieceecaannnenns 7.00
Jiangsu Arts & Crafts Imports and

EXports Corpe.iveveinireienereeeens 27.71
Shanghai Arts & Crafts Imports and

- Exports COTPe e e vranneneonnnesnnnnes 16.27
Shanghai Stationery and Sporting :

Goods Import/Export COrpP......eee.. 28.60

“ . ‘Zhejiang Arts & Crafts Import &
© e EXPOTL COuvvrrennnreeaonnsnsnasnsnns 22.20

-All others........... s etaeeass 21.37

Commerce used purchase price to represent United States price of sewn
cloth. headwear because the merchandise was sold to unrelated purchasers prior
to 1mportat10n into the United: States. Because Commerce determined that, for
purposes of -its investigation, -China was a state- controlled economy country,
it based fore1gn market value on the constructed value of such or similar
merchandise in a non-state-controlled economy country at a level of economic
development comparable to that of China. 1/ Accordingly, U.S. sales prices
were compared to foreign market value constructed by valuing the factors of
production -used by the Chinese manufacturers based on factor cost information
provided by the Philippines, the only non-state-controlled economy country to
respond to Commerce’s questionnaire. 2/

Sales by the producer/exporter combinations listed in the above
tabulation examined by Commerce for the period December 1, 1987, through
Mdy 31, 1988, totaled * * * dozen units, valued at * * *, 3/ Commerce
estimated that -such sales accounted for approximately * * * percent of all
Chinese exports of sewn cloth headwear to the United States during the period

1/ Although it- generally prefers to do so, Commerce did not use home-market
prices of such or similar merchandise because the merchandise sold in the non-
state-controlled economy country was insufficiently similar to be used as a
basis for comparison.

2/ This methodology was used both for “outright sales” and for sales where a

- processing fee was charged by .the Chinese factories.

3/ Conversation with Robin Gray, Commerce case handler, Apr. 12, 1989.
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of investigation. Commerce found * * * percent of those sales (by quantity)
to have been made at LTFV, consisting of * * * dozen units, valued at $* * *, 1/

In issuing its final determination, Commerce also found that critical
circumstances do not exist with respect to imports of sewn cloth headwear from
China. Further details concerning the methodologies used by Commerce in
calculating margins, along with a thorough discussion of the issue of state
control, are presented in its Federal Register notice, a copy of which appears
in appendix C.

The U.S. Market

Apparent U.S. consumption

Data on apparent U.S. consumption of sewn cloth headwear were compiled
from information submitted in response to questionnaires of the U.S.
International Trade Commission and from official import statistics. The
former data consist of reported shipments of U.S.-produced -sewn cloth headwear
and reported shipments of imports from China, Taiwan, the Republic of Korea
(Korea), and all other sources. ' :

Reported 1987 U,S.-produced domestic shipments are believed to account
for in excess of 70 percent of actual 1987 domestic shipments of sewn cloth-
headwear. 2/ By contrast, reported imports in 1987 represent 56 percent by
quantity and 46 percent by value of official U.S. import statistics for sewn
cloth headwear. In turn, reported imports from China represent 58 percent by
quantity and 55 percent by value of 1987 U.S. official import statistics on
imports from China. Accordingly, apparent U.S, consumption of sewn cloth
headwear has been calculated using official import statistics. 3/ An-
alternative calculation of apparent consumption of sewn cloth headwear, u31ng
questionnaire data, is presented in appendix D.

Apparent U.S. consumption of sewn cloth headwear rose from, about
19.2 million dozen in 1985 to over 22.6 million dozen in 1987, before falling
off slightly in 1988 to just over 22.3 million dozen, for an overall increase

1/ This amount represents only the value of processing fees charged by the
Chinese factories. Conversation with Robin Gray, Apr. 17, 1989.

2/ There is no reliable public source of data regarding U.S. consumption of
sewn cloth headwear. According to estimates by the petitioner, reported 1987
U.S.-produced domestic shipments account for 97 percent of actual 1987
domestic shipments of sewn cloth headwear. Petition, app. 28. As that
estimate is limited to shipments by firms then known by the petitioner to
produce sewn cloth headwear, it is believed to be understated because staff
subsequently identified numerous firms producing sewn cloth headwear during
the course of the investigation who are not on that list. Inasmuch as *
producer responses to Commission questionnaires do include, however, responses
by Paramount Cap Manufacturing Co., Inc. (Paramount), and K-Products, Inc. (K-
Products), by far the largest U.S. producers of sewn cloth headwear, in:
addition to a significant number of medium-size producers, staff believes
coverage of shipments to be in excess of 70 percent. !
3/ Apparent U.S.-consumption of separate styles of sewn cloth headwear (i.e.,
hats, caps, visors, and other types of sewn cloth headwear) has been
calculated using questionnaire data because official statistics do not provide
a clear breakdown by these styles.
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of 16 percent (table 3). In terms of value, the total surged throughout the
period, showing an overall increase of 23 percent, with the largest rise
occurring between 1987 and 1988, when apparent consumption jumped 9 percent.

Consumption of sport and casual hats (hats) rose throughout 1985-87, then
dropped off in 1988, by just over 9 percent in quantity terms (table 4).
Consumption of sport and casual caps (caps) also increased in 1985-87, but
continued its climb in 1988, for an overall rise of 34 percent (table 5). At
least in terms of quantity, visor consumption mirrored the pattern for hats
(table 6); in value terms, however, consumption rose throughout the period of
investigation. Consumption of other types of sewn cloth headwear declined
overall, by * * * percent in quantity terms, with a particularly steep drop
between 1987 and 1988 (table 7).

Estimates of apparent consumption of other types of headwear,
specifically wool, felt, fur, and straw headwear, are presented in appendlx E.

Anecdotal data from various sources also indicate a general upward trend
in U.S. consumption of sewn cloth headwear, fueled particularly by the
increased popularity of the baseball cap as a promotional item and as casual
apparel. 1/ As indicated infra, domestic producers are present in all markets
but tend to concentrate in the premium promotional -area, whereas importers
primarily service the retail and ad specialty markets. 2/ There is no
indication of any significant regional variations in the growth of
consumption, although producers and importers in the Sun Belt regions report
consistently strong business over the period of investigation.

1/ See, e.g., HIA press release of May 4, 1988 (exhibit D of respondent’s
post-conference brief), and conversation with Mark D’Angelo, Twins
Enterprises, Jan. 17, 1989. Norman Rubenstein, president of Paramount,
although he did not project any specific rate of growth, also commented at the
hearing that the industry projection for consumer demand is “upward,” because
of the public’s increased use of leisuré time, among other factors.
anscript, pp. 47 to 48. Moreover, Quentin Hatfield, vice president-
‘rketing of K-Products, Inc., estimated the entire ad specialty and premium
promotional business at $24.7 billion, a considerable portion of wh1ch
consists of headwear. Transcript, p. 68.
2/ Several importers reported strong sales to the resort trade; i.e., retail
stores associated with theme parks such as * * *; * * %
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Table 3
Sewn cloth headwear: ' U.S.-produced domestic shipments, imports, and apparent
U.S. consumption, 1985-88

Item ' 1985 1986 1987 1988

Ouahtitv (1,000 dozen)

U.S.-produced

domestic shipments.......... cer 6,192 6,279 6,306 6,081
1811} T o ol o= 12,999 14,663 16,298 16,230
Apparent U.S. consumption..... ve. 19,191 20,942 22,604 22,311

Value (1,000 dollars)
U.S.-produced
domestic shipments........ cvee. 162,223 166,303 172,064 . 183,791
ImportsS. . viriunenreanensnnnns veses 135,638 148,340 165,031 182,990
Apparent U.S. consumption........ 297,861 314,643 337,095 366,781

Source: U.S.-produced domestic shipments compiled from data submitted in
response to questionnaires of the U.S. International Trade Commission; imports
compiled from official statistics of the U.S. Department of Commerce.

Table 4 .
Sport and casual hats: U.S.-produced domestic shipments, shipments of
imports, and apparent U.S. consumption, 1985-88

Item . 1985 1986 1987 1988

Quantity (1,000 dozen)

U.S.-produced

domestic shipments........... . i kK 334 325
Shipments of imports............ 468 558 661 580
Apparent U.S. consumption....... k% ol 995 905

Value (1,000 dollars)

U.S.-produced

domestic shipments............ wk : L 8,266 | 8,569
Shipments of imports............ 7,082 7.874 9.270 8,039
Apparent U.S. consumption....... Rk *kk 17,536 16,608

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 5
Sport and casual caps: U.S.-produced domestic shipments, shipments of
imports, and apparent U.S. consumption, 1985-88

Item 1985 1986 1987 1988

Quantity (1,000 dozen)

U.S.-produced :
domestic shipments.......... oo 4,694 4,715 4,768 4,733

Shipments of imports............. 4,690 5,154 6,750 7,878
Apparent U.S. consumption..... oo 9,384 9,869 11,518 12,611

Value (1,000 dollars)
U.S.-produced ‘

domestic shipments......c.vc.u. 133,499 136,393 140,453 149,768
Shipments of importsS......eeeeves 61,318 71,479 98,014 112,770
Apparent U.S. consumption...... . 194,817 207.872 238,437 262,538

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

Table 6
Visors: U.S.-produced domestic shipments, shipments of imports, and apparent
U.S. consumption, 1985-88 :

Item 1985 1986 1987 1988

Quantity (1,000 dozen)

U.S.-produced : _
domestic shipments.......cceve.. 144 ke 222 233

Shipments of impOrtsS......eveses . 478 ol . 673 619
Apparent U.S, consumption........ 622 fakadad 895 852

Value (1,000 dollars)

U.S.-produced ) '
domestic shipments.......cee0s. 5,200 R 6,214 6,992

‘Shipments of imports............. 4,193 sk 6,175 5,937
Apparent U.S. cpnsumption........ 9,393 fakidad 12,389 12,929

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 7

Other sewn cloth headwear: 1/ U.S.-produced domestic shipments, shipments of
imports, and apparent U.S. consumption, 1985-88

Item 1985 1986 1987 1988

Quantity (1,000 dozen)

U.S.-produced

domestic shipments.........s.. wedk whE 982 790
Shipments of imports...... eeeene 317 236 272 263
Apparent U.S. consumption..... . e ok kkk 1,254 1,053

Value (1,000 dollars)

U.S.-produced

. domestic shipments.........s. LSRR L ek -17,132- - 18,462
Shipments of imports............ 2,499 2,060 2,046 2,090
Apparent U.S. consumption....... Kk wkk 19,178 20,552

1/ Includes primarily painters’ caps and uniform caps.

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

The world market for sewn cloth headwear ig dominated by Far Eastern
producers. Moreover, such producers are the only major global exporters;
North American and European producers tend to concentrate on local markets. 1/
Prior to 1987, the world market was dominated by producers from Korea and
Taiwan, such as Young An Headwear and Yu Poong Headwear of Seoul, Korea, and
San Sun Headwear and Apollo Headwear of Taipei, Taiwan. 2/ Most prominent
among these firms is Young An Headwear, generally agreed to be the highest
quality world producer of sewn cloth headwear, and estimated to ship over
2 million dozen units annually. 3/ Young An is one of the few truly o
multinational headwear producers, with operations in * * *, among other
locations. Young An also plans to * * *, 4/ Young An has also reportedly
signed a letter of intent to produce headwear in China under a joint venture. 5/
The Taiwanese producers are considerably smaller than Young An, with shipments

estimated at between * * * dozen annually, but are still larger than most U.S.
producers. 6/

The United States is by far the largest consumer market for cloth
headwear, particularly for baseball-type caps. Other countries, such as
Japan, however, are showing appreciably greater interest in cloth headwear. 7/

1/ See section on shipments, infra.

2/ Transcript, p. 49. Petitioner’s witnesses commented that prior to 1970,
Japan was a major factor in the U.S. market, although not to the same extent
as the subsequent shipments from Korea and Taiwan.

3/ Conversation with * * *, Feb. 27, 1989,

4/ Transcript, p. 104.

5/ Transcript, p. 173.

6/ Conversation with * * *, Feb. 27, 1989.

7/ Interview with * * *_  Jan, 6, 1989.
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Channels of distribution

The U.S. sewn cloth headwear market consists primarily of the promotional
market and the retail market. The promotional market includes large corporate
premium account end users such as Coca-Cola, John Deere, Budweiser, etc., as
well as ad specialty distributors and imprinters. Ad specialty firms market a
diverse array of promotional items including baseball caps, tennis and golf
hats, and other headwear; T-shirts; promotional travel and tote bags; watches;
radios; and many other items. These firms specialize in decorating their
promotional items tc order for their customers. 1/

Decorations on sewn cloth headwear such as baseball caps can be logos
advertising a product, an event, an identity, a location or can be messages
designed to promote some product, firm, or place or to celebrate some
occasion. . The promotional decoration on headwear can be embroidered,
imprinted, silk screened, puff-printed, or can be a sewn-on emblem.
Imprinters that serve the headwear market buy direct and decorate to order.
Most silk screen imprinters, however, act as subcontractors to ad specialty
firms that do not have in-house capability.

Large premium account end users such as Pepsi-Co, Coors, theme parks such
as Disneyland, professional sports teams, and universities license domestic
producers and importers to use their logos on baseball caps and then market
the decorated caps through such suppliers and/or distribute them as premiums
through their own organizations. These high-volume corporate accounts require
a large license fee “up-front” against a royalty for each cap sold by the
supplier. Baseball caps with licensed logos can be promotional items that are

Qven away to the ultimate end users or are marketed at retail price by
alers of the specific product, sold through catalogues, or sold by
concessionaires at sports events. Up-front fees are as much as $200,000 for
the major-league baseball team logo licenses. Per-cap royalties range from
7 to 10 percent of the producer’s or importer’s selling price. These premium
account end users are large-volume purchasers that buy in quantity.

The ad specialty dimension of the baseball cap market is large in overall
volume but not at the individual-distributor order level. Ad specialty
distributors generally do not purchase baseball caps in single-order volume
quantities. Average order size by customers of ad specialty distributors
generally is less than 12 dozen baseball caps per customer; the distributors,
in turn, place their orders to the specifications of each particular customer.
Ad specialty distributors typically have a customer clientele of several
hundred purchasers who buy in small quantities.

The retail channel of distribution includes mass merchandisers who buy in
large volume, sporting goods stores, resort shops, university bookstores,
clothing stores, and various other retail outlets. According to importers and
domestic producers, the retail market is the most competitive market and is
characterized by narrower margins for suppliers, whether domestic or foreign.
Large retail chains, such as K-Mart, Wal-Mart, and Woolworth, import or buy
direct for their own account, whereas the smaller chains and individual
retailers.buy direct from domestic producers or importers, or from ad
.cialty distributors. Some domestic producers, in a move to compete against

1/ Some of the larger domestic sewn cloth headwear producers also do their own
custom decoration.
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imports, have reduced the minimum order size they will accept to as low an
amount as 6 dozen caps.

Testimony by respondents’ counsel at the preliminary conference indicated
that some domestic producers serve niche markets that prefer high quality
headwear, or will only purchase headwear with the "made in the U.S.A.” label
and are willing to pay a premium for such headwear. Petitioners, in rebuttal,
pointed out in their postconference brief that the corduroy cap made in China
and supplied by respondents at the conference as a sample would compete in the
alleged premium market and that the imported Chinese baseball cap with an
American flag on its label would compete in the alleged “made in the U.S.A.”
market. Producers visited or contacted by the staff during the final
investigation indicated that they do seek out niche markets in an effort to
limit the competition from cheaper imported headwear.

Several domestic producers on the west coast said they serve a fashion
niche of the market and believe this insulates their operations from import
competitison. They noted that importers cannot react fast enough to the
changes in fashion that' characterize the fashion headwear market. More than a
few domestic producers, however, supply both domestic headwear and headwear
imported from China and other foreign sources. They offer a full line of
headwear by producing the higher price-line products and supplementing their
domestic line with lower priced imports.

Import competition in certain of the premium end-~user market segments,
for example the licensed pro-sports cap market, has caused some domestic
producers to exit those markets. Several factors, apart from imports,
however, have contributed to this pattern. In response to the strong growth
in premium account end-user demand for such headwear, the license fee has
increased sharply, and the number of licenses issued for a particular pro-
sport logo has increased. Importers visited by the staff during the final
investigation noted that the extra margin created by purchasing imported caps
at lower prices provides a stronger competitive position for importers holding
such licenses.

Domestic producers and importers serve all three markets, but to varying
degrees. Based on questionnaire responses from 14 domestic producers and
21 importers, these competitors, in terms of aggregate volume, supply somewhat
different channels of distribution. Almost 60 percent of aggregate domestic
supply goes to premium-account end users. Not quite 7 percent of importers’
total volume flows to such purchasers. Importers sell 58 percent of their
headwear to ad specialty distributors, whereas domestic producers ship not
quite 23 percent of their volume to that market. Slightly more than
35 percent of importers’ sales are to retailers; in contrast, domestic
producers sell only 18 percent of their total volume to retailers. Within the
aggregate picture, however, a very different pattern can be discerned. Three
domestic producers sell all of their volume in the ad specialty distributor
market. Two other domestic producers sell only to the retail market. One
large domestic producer sells only to the premium account end-user market. On
the importer side, three sell only to ad specialty distributors, six sell only
to retailers, and one small importer ships only to the premium account
end-user market. :
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U.S. producers

There is no definitive published listing of U.S. headwear manufacturers.
In selecting a list of firms to receive the Commission’s producer
questionnaire, staff relied upon a listing of members of the HIA, listings of
nonmembers producing sewn cloth headwear, and various business publications.
In this manner, 120 firms were identified and were sent questionnaires. This
group included firms known to produce or suspected of producing wool, fur,
felt, or straw headwear, as well as sewn cloth headwear.

Responses from member companies of the petitioner.--The petitioner in

this investigation, HIA, consists of 53 member companies, only 22 of which
produce sewn cloth headwear. Fourteen other HIA members, who were believed to
produce other types of headwear, were also sent questionnaires. 1/

Of the 36 members of HIA who were sent questionnaires, the Commission
received responses from 24 companies, including 9 of the 22 companies known to
produce sewn cloth headwear. 2/ 3/ Responding HIA producers accounted for
50 percent, by quantity, of reported 1988 domestic shipments of sewn cloth
headwear. Seventy-two percent of the résponding HIA members who provided data
stated support for the petition, and 28 percent would not respond to the’
question.

Responses from nonmember companies.--In addition, the.Commission sent
questionnaires to 84 suspected producers of headwear, who are not members of

the petitioner. 1In this group, 30 firms did not respond or provided
incomplete responses to the Commission’s questionnaire. 4/ Of the 54 who did
respond, 25 reported production of either sewn cloth, wool, felt, fur, or’
traw headwear. 5/ Of the 25 nonmember firms who provided data in response to
the Commission’s questionnaire, 6 stated support for the petition, 3 indicated
opposition, and 8 declined to take a position. 6/

For the most part, U.S. producers of sewn cloth headwear are spread
evenly throughout the country. Most of the larger baseball-type cap
manufacturers are centered, however, in the Iowa-Missouri-Kansas area of the
Midwest, with more diversified firms operating generally on the east and west
coasts. There is also a large concentration of headwear-producing firms in

1/ The remaining petitioner members were not sent producer questionnaires
because, based in part on information gathered in the preliminary
investigation, staff had no reason to believe that they were headwear
manufacturers.
2/ Of these 24, 9 indicated they did not produce any type of headwear.
3/ HIA members who did not respond to the Commission’s questionnaire include
* % %, The latter is the * * * largest producer of sewn cloth headwear
(according to the HIA), and the former, although a small producer of cloth
headwear, is * * ¥,
4/ This group includes * * * the * * * largest domestic producer of sewn
cloth headwear, according to the HIA. * % *, 1In addition to being a major
producer of sewn cloth headwear, though, * * *, % % * did not provide any
information on its operations producing these types of headwear.
A number of those not reporting such production indicated production of

isposable paper hats or plastic headwear (e.g., hard hats). Virtually all
responding producers providing data reported some production of sewn cloth
headwear.
6/ Eight producers did not respond to the question.
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the New York-New Jersey area; however, these are primarily small firms, many
of which do not produce sewn cloth headwear. Most larger firms service the
national market regardless of their location; because of the use by many firms
of licensed local sales representatives, proximity to buyers does not
generally appear to give local producers any particular advantage.

In terms of size, the sewn cloth headwear industry is stratified into
three general levels:; an upper tier of producers consisting of Paramount Cap
Manufacturing Co., Inc., and K-Products, Inc., each producing over
* * * dozen units annually; a middle tier of producers producing * * * dozen
units annually; and a lower tier of small, specialized firms that serve
essentially local or regional markets. The level of specialization varies
among these tiers, the middle tier being the least specialized, as
characterized by firms such as AJD and Bollman. Paramount and K-Products
essentially concentrate on baseball caps, whereas many of the smallest
producers produce for a particular niche in the sewn cloth headwear market. 1/

Paramount is * * * of sewn cloth headwear, with a * * *-percent share of
the sewn cloth headwear market. 2/ Established in 1936, and based in Bourbon,
MO, it has eight manufacturing facilities spread throughout Missouri, * * *,
The vast majority of its production consists of cloth headwear, mainly
baseball-~type caps, although it does have small production of acrylic caps and

wool or wool-blend fedora-type headwear. Paramount * * *, Paramount has
* % % .

K-Products, Inc., Orange City, IA, is * * * of sewn cloth headwear, with
a * * *-percent share of the market. 3/ K-Products operates six plants * * *,
Like Paramount, K-Products specializes in baseball-type caps and visors, but
unlike Paramount, K-Products * * * and also sells other types of apparel, such
as jackets. K-Products also decorates and distributes other promotional
items, such as pens and coffee cups. K-Products owns and operates * * *,

Several companies in the middle tier, such as Swingster, Kansas City, MO,
Four Seasons Garment Co., Mason, OH, and Louisville Manufacturing Co.,
Louisville, KY, produce caps exclusively. As noted above, however, it is in
that group that the more diversified headwear manufacturers are found.
Bollman is the largest domestic manufacturer of felt headwear. International
Hat Co., St. Louis, MO, is believed to be the largest domestic manufacturer of
finished straw hats. Lastly, AJD is known to produce a full line of headwear
through its ownership of the Resistol (felt), Stetson (felt), and AJD (cloth
and straw) companies.

1/ For instance, it is the smaller producers such as Keystone Adjustable Cap,
Pennsauken, NJ, who produce painters’ caps and other types of specialized sewn
cloth headwear.

2/ Based on 1988 domestic shipments, as reported in responses to Commission
questionnaires.

3/ Based on 1988 domestic shipments, as reported in responses to Commission
questionnaires.
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Most U.S. production is centered around sport and casual caps, with far
less production of hats and visors. The number of responding companies
producing only caps exceeds those specializing in other varieties of cloth
headwear. 1/

Six responding companies, including * * * reported production of textile

and apparel products other than headwear. These firms produced primarily for
the promotional market. :

U.S. importers

A review of the Customs Net Import File disclosed hundreds of U.S. firms
importing under the TSUSA numbers listed in the petition during the period of
investigation. Of these firms, the staff selected 93 companies to receive the
Commission’s importer’s questionnaire. The staff selected firms that had
“significant imports” of the subject merchandise during the period of
investigation. 2/

Of the 93 firms who received questionnaires, the Commission received
responses from 66 companies. Fifteen of those 66 firms indicated that they
did not import the merchandise subject to this investigation. 3/ Responding
firms accounted for 43 percent, by value, of 1985-88 official import
statistics from all sources for the TSUSA numbers listed in the petition.
Moreover, the companies that responded accounted for 52 percent of such
imports from China during the period of investigation. 4/

Among the responding firms, Ed’s West, Inc., headquartered in New York,

’NY, is the * * * U,S, importer of sewn cloth headwear, accounting for over

¥ % % ipn imports in 1988. Based on the reported value of imports in 1988,

Ed’s West holds an approximate * * *-percent share of the import market.

Although based in New York, Ed’s West also has substantial importing
"operations in, among other locations, * * *, Ed’s West imports primarily from

Taiwan, but is a major importer from China as well, with Chinese headwear

constituting approximately * * * percent of its imports during the period of

investigation. 5/ Ed’s West * * %, % % %,

The * * * importer of sewn cloth headwear * * * is Universal Industries
(“Universal”), Mattapoisett, MA, with 1988 imports valued at * * *  Like Ed’s

West, Universal * * * but has also * * *, Universal is * * * owned by the
Bank of Boston. Universal has importing facilities in * * *,

1/ Where companies specialize in varieties of headwear other than caps, they

tend to concentrate on items such as painters’ caps or caps for the military,

police, and fire departments (uniform caps).

2/ The staff determined that a firm entered “significant imports” if it
imported over 10,000 dozen pieces per year. -Notwithstanding this criterion,

smaller firms importing exclusively from China were also included.

3/ Most of these firms imported hats and caps as parts of ensembles; thus the
erchandise was classified under the TSUSA numbers covered by the petition.

4/ Nonresponding companies believed to be major importers of sewn cloth

headwear from China include * * *,

5/ In turn, imports by Ed’s West accounted for * * * percent, by quantity, of

reported 1988 imports from China.
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Other major * * * importers of sewn cloth headwear from China include
Renaissance ‘International, Santa Fe Springs, CA; Mash International Trading
Company, Inc., Shawnee Mission, KS; Twins Enterprises, Inc., Boston, MA;
Midwest Sporting Goods, Milwaukee, WI; and Nissin International, Inc.,
Arlington, TX. All but * * * also reported significant imports from countries
other than China.

Among the several varieties of sewn cloth headwear, baseball caps command
by far the largest volume of imports, accounting for 84 percent of the total
volume of imports of such headwear in 1988. Of those caps, importers
generally imported plain and decorated caps in approximately equal quantities
through the period; many importers imported both types of caps
simultaneously. 1/

The importers responding to the Commission’s questionnaire can generally
- be divided into two main groups: firms who distribute the caps nationwide
(such as * * *) and a small group made up of mass market retailers, whose
import operations buy the caps direct for their own account and ship them
immediately to their franchise stores. 2/

Twenty-one firms reported imports of headwear designed especially for
children, including * * *, For these firms, however, children’s headwear
represented * * * of their complete headwear line. Other firms specialized in
importing children’s headwear, notably * * *. Such firms imported the
majority of their children’s headwear from China. ’

Consideration of Alleged Material Injury to an
Industry in the United States

The information in this section of the report is based on data received
from responses to Commission questionnaires. With regard to U.S. headwear
production, the staff originally sent questionnaires to 120 firms that it had
reason to-believe may have produced sewn cloth, wool, felt, fur, or straw
headwear during the period of investigation. Of these firms, 38 responded
that they did not manufacture such products. With regard to U.S. production
of sewn cloth headwear, the Commission received responses from 32 producers of
this product, accounting for 103 percent of estimated U.S. production in
1987. 3/ 4/ 1In addition, responding firms accounted for 97 percent, by
quantity, of 1987 domestic shipments. 5/ Of the 43 firms that did not respond
to the Commission’s questionnaire, 16 are known to be significant producers of
sewn cloth headwear, and 12 nonresponding firms are members of the petitioner,
the HIA. ’

One reason for the large number of firms failing to respond in this
investigation may stem from the small size of many of the companies

1/ Based on importers providing pricing data to the Commission.

.2/ Examples of these firms include * * *, Of these, * * * is the largest
importer of sewn cloth headwear from China.

3/ Four firms, who did not produce sewn cloth headwear, reported production %
wool, felt, or straw headwear.

4/ According to petitioner’s post-conference brief, Exhibit B. As stated
supra, staff believes these estimates to be substantially understated.

5/ See petition, app. 28. The estimates contained therein are also believed
to be considerably understated.
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investigated. Staff held numerous conversations with producers who indicated
that they do not keep the type of financial and accounting records that would
enable them to respond fully to the Commission’s questionnaire. 1/ In
particular, many firms reportedly keep no records of the value of shipments,
annual production figures, or basic inventory data. Several producers also
commented that they were too busy to take the time to provide the requested
‘information. 2/ When responses were incomplete in this regard, staff
performed reasonable allocations where appropriate, as indicated and approved
by responding firms. '

U.S. production, capacity, and capacity utilization

U.S. capacity to manufacture sewn cloth headwear increased annually from
8.8 million dozen in 1985 to 9.1 miliion dozen in 1987, but then dropped off,
by 2 percent, to 9.0 million dozen in 1988 (table 8). The capacity decline in
1988 stemmed primarily from a small decline in the capacity to manufacture
~caps and a large drop in the capacity to manufacture other styles of sewn
cloth headwear; capacity to produce hats and visors 1ncreased steadlly durlng
the period of investigation.

Production of sewn cloth headwear showed no particular pattern during
1985-88, first falling to 5.9 million dozen in 1986 from its 1985 level of
6.2 million dozen, then rebounding to slightly below its 1985 level in 1987,
and finally falling back to 6.0 million dozen in 1988. Overall, production
declined by nearly 3 percent throughout the period. Again, movements in cap
production and, more notably, in production of other types of sewn cloth
headwear strongly affected the overall trend, as hat and visor production rose
slightly.

With regard to capacity utilization, facilities producing sewn cloth
headwear saw capacity utilization decline from 70 percent in 1985 to
65 percent in 1986, then move up slightly to 67 percent in 1987. Capacity
utilization remained at 67 percent in 1988; overall, the ratio registered a
small decline in the 1985-88 period. Once again, capacity utilization of
facilities producing caps mirrored the overall trend, except for a small
upturn at the end of the period. Visor facilities, however, exhibited a
marked rise in this ratio, growing from * * * percent in 1985 to * * * percent
in 1988. Although it also declined, capacity utilization for facilities
producing other types of sewn cloth headwear was noticeably higher
(con51stent1y exceeding 85 percent) than that for facilities producing hats,
caps, or v1sors during the period of 1nvest1gat10n

As seen from the table, U.S. production of children’s sewn cloth headwear
is minimal, as is the capacity to produce such headwear. Only three firms
reported such production during the period of investigation: * * *, 3/ The
staff is, however, aware of at least one other producer of sewn cloth headwear
for children: * * *, who did not respond to the Commission’s questionnaire.
As a result of the limited production of children’s sewn cloth headwear,

figures for adults’ headwear track closely the overall data.

1/ See, e.g., telephone conversations with * * %, % % %

2/ See, e.g., conversations with * * =,

3/ Several domestic producers and 1mporters commented to staff that U.S.
production of children’s headwear had declined to this level by the late
1970s, before the entry of China into the market.
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Table 8
Sewn cloth headwear: U.S. producers’ end-of-period capacity, production, and
capacity utilization, by styles, 1985-88

Item 1985 1986 1987 1988
Quantity (1,000 dozen)
Capacity:
Sport and casual hats.......... dokok Kk *kk *kk
Sport and casual caps...eeee... 6,736 6,804 6,942 6,936
Visors..eevveeenns et reveaesens kkdk k% Fkk kdkk
Other sewn cloth headwear...... 1,163 1,162 1,092 914
All sewn cloth headwear 1/... 8,804 9,012 9,107 - 8,956
Adults’ sewn cloth headwear.... *dek kkok khk Fkk
Children’s séwn cloth headwear.... **% = *%% _ Fekx fakada
All sewn cloth headwear 1/... 8,804 9,012 9,107 8,956
Production:
Sport and casual hats.......... ¥%% kk ki el
Sport and casual caps....... ees 4,652 4,308 4,568 4,623
ViSOrS.evivieeenneanes Creeeeseee Fkok kW R | KRR
Other sewn cloth headwear...... 1,085 1,058 985 795
All sewn cloth headwear 1/... 6,152 5,872 6,085 5,991
Adults’ sewn cloth headwear.... LA *kek *dk *kk
Children’s sewn cloth headwear. __ *¥*¥ * ko bl faadal
All sewn cloth headwear 1/... 6,152 5,872 6,085 5,991

Ratio of production to capacity (percent)

Capacity utilization:

Sport and casual hats......... N ERE wkk *kk kk%
Sport and casual caps...... cees 69,1 63.3 65.8 66.7
Visors...... et e et ean e wRE kkk kkk Hkok
Other sewn cloth headwear...... _93.3 91.0 90.2 87.0

All sewn cloth headwear...... 69.9 65,2 66.8 66.9
Adults’ sewn cloth headwear.... Fkk wkk Khk Fkk
Children’s sewn cloth headwear. * %% Lk %k ol

All sewn cloth headwear...... 69.9 65.2 66.8 .. 66.9

1/ Because of rounding, figures may not add to totals shown.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Plant closings.--Capacity figures, as seen in the table, are suppressed -
somewhat by a number of notable plant closings. Petitioners provided
information, primarily subsequent to the hearing, on several closings of
plants that produced sewn cloth headwear during the period of investigation..
Information on those plants is presented in the following tabulation:

Firm Location- Capacity 1/ Production 1/ Employees Date
‘ (1,000 doz,) (1,000 doz.) affected

* . * * % * * %

Based on information available to staff, with the exception of :
K-Products the above-listed firms are small producers of sewn cloth headwear.
International Hat (International) is believed to be the largest manufacturer
of fashion straw headwear. Stetson Hat Co., St. Joseph, MO, (Stetson),
currently owned by AJD, is a well-known manufacturer of men’s fashion
headwear. 1/ Further, Mr. Hatfield of :K-Products noted at the hearing that
the closing of his plants in 1986 was done in anticipation of the full-scale
entry of Chinese sewn cloth headwear into the U.S. market, on the basis of his
knowledge of their intended pr1c1ng practices. 2/

With regard to the dlsp051t10n of the machinery from the plants llsted
above, equipment from the * * * was retained, and that from the factories of
* % % yas sold off. * * * sold one plant for * * *, selling off the
machinery, and retained the other. * *.* s0ld * * * percent of its
manufacturing facilities to * * * and auctioned off the remainder. 3/ The
disposition of * * * facilities is unknown.

Since 1985, there has also been at least one sewn cloth headwear
manufacturing facility established. Questionnaire responses submitted to the
Commission indicate that in 1986, * * * established a facility in * * *,
producing * * *, among other products, with a capacity to produce sewn cloth
headwear of * * * dozen in 1988. Respondent also alleged in its prehearing
brief and at the hearing that at least 13 companies have entered the headwear
business since 1980 and that a large new factory 1s about to open on the east
coast. 4/ :

Availability of adequate supplies of labor appeared to be a considerable
restraint on sewn cloth headwear production throughout the period of
investigation. Although many producers reported substantial unused capacity,
many stated that production could not readily be expanded to fill that

1/ AJD * * =,
2/ Transcript, p. 54.
3/ % % %, »
4/ Of those 13 companies, staff sent questlonnalres to three * * ¥ . None of
the three responded; with the exception of * * * it is not known whether any
produce sewn cloth headwear. Officials from * * * confirmed in a phone -
conversation with staff on Mar. 29, 1989 that the firm produces approx1mate1y
* * * dozen caps per day; * * *, however did not respond to the -
questionnaire,

With regard to the projected establishment of a plant on the east coast,
petitioners indicated that they believed that to be a planned expansion by

Young An, * * *,
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capacity because of difficulty in finding workers willing to fill relatively
low-paying jobs.  For example, Mr. Harold Kittay, president of Triangle Sport
Headwear Co., Inc., Hialeah, FL, stated at the hearing that his firm was
willing to expand production to meet demand, but found it impossible to find
enough trainable workers willing to fill such jobs. 1/ "This has been a
particular problem for firms in urbanized areas. 2/

Most firms. produced on a 40-hour work week, 50 weeks a year. Very few
producers worked more than one eight-hour shift daily. Only * * * reported
round-the-clock operations, limited * * *, Accordingly, with regard to most
firms it would seem that production might readily be expanded w1thout the
necessity of hiring additional workers. 3/

Parties disagreed on whether the length of the time period needed to
train workers posed a significant constraint on the ability to expand
production. Domestic industry spokesmen indicated that some jobs in sewn
cloth headwear fac111t1es require as little as 2 weeks training, with perhaps
6 months to a year’s time required for the most technically demanding
tasks. 4/ By contrast, representatives of the Chinese industry alleged that
in China it can take up to 2 years to train workers, even those employed on
the cuttlng lines. 5/

All but three reporting producers of sewn cloth headwear stated that they
procure their raw materials exclusively from domestic sources. Producers
generally have not encountered any problems in such procurement. ' Fabrics
commonly used in production of sewn cloth headwear include cotton or
cotton/polyester blends, nylon mesh, poplins, corduroy, velour, satin, terry
cloth, muslin, gabardine, and denim. In addition, there do not appear to be
bottlenecks in procuring automated equipment. Firms visited by the staff all
had automated or semiautomated cutting equipment, yet only K-Products operated
such equipment more than one shift daily. 6/

1/ Transcript, p. 92. Also see conversation with * * *, interviews with

* % %; letter from Abe Yeddis, Headwear, U.S.A., to Kenneth R. Mason,

Mar. 31, 1989.

2/ Petitioners argued, however, that based on their estlmate ‘of 1987 domestic
production, 70 percent of U.S, producers of sewn cloth headwear are located in
rural areas. Petitioner’s posthearing brief, p. 8. Staff, however, believes
that the basis for this estimate is unreliable because petitioner’s production
estimates are understated. See infra, p. A-64. Moreover, many of the
companies included in petitioner’s sample did not respond to the Commission’s
questionnaire. Based on producers of sewn cloth headwear reporting employment
data to the Commission, the split in production, based on 1988 data, is

49 percent rural and 51 percent urban. Paramount and K-Products account for
much of the former category.

3/ Counsel for respondents speculated at the hearing that the absence of
multiple shifts and prevalence of 40-hour work weeks might be due to the
prohibitive expense of paying overtime. Transcript, p. 157. Parties did not
provide additional information on this point.

4/ Transcript, p. 44.

5/ Transcript, p. 179. _

6/ Both Paramount and K-Products demonstrated to staff during field visits
their recent acquisition of sophisticated production equipment. With regard
to Paramount, the firm is currently using state-of-the-art cutting equipment
developed specifically for it by a Japanese vendor.. In 1983, K-Products
purchased a new measuring and cutting system incorporating computer-aided design.
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* % % reported production of other products on the same machinery as that
“used for sewn cloth headwear (e.g., jackets, bags, garment covers).

Production of straw and felt headwear requires very little, if any, cutting
and sewing. In an interview, * * * reported that the firm does not like to
shift employees from one headwear line to another, because of the dissimilar
nature of the production processes and the lengthy training sessions needed to
reorient the workers. 1/

U.S. producers’ domestic shipments 2/

Thirty-two producers reported domestic shipments of sewn cloth headwear
during the period of investigation. Domestic shipments of sewn cloth headwear
by U.S. producers increased gradually between 1985 and 1987, to a level of
6.3 million dozen, but then suffered a modest decline, by 4 percent, in 1988
(table 9). When viewed in terms of dollar value, however, domestic sewn cloth
headwear shipments were 13 percent higher in 1988 than in 1985. As a result,
the unit values of such shipments showed a notable rise, particularly in 1988,
when unit values increased by 11 percent over their 1987 level. 3/

Because of the extremely small number of U.S. facilities producing
children’s sewn cloth headwear, trends in shipment data, and the data
themselves, from facilities producing adults’ sewn cloth headwear follow very
closely the corresponding data for the entire sewn cloth headwear market.

Sport and casual hats.--Eight producers reported domestic shipments of
sport and casual hats during the period of investigation. At * * * dozen,
1986 domestic shipments of hats exhibited a 16-percent jump from their 1985
level, before declining slightly during the remainder of the period. The
value of such shipments, however, continued to increase, reaching $8.6 million
in 1988, * * * percent higher than the value of 1985 shipments. Unit values
‘demonstrated no particular pattern.

Sport and casual caps.--Twenty-five producers reported domestic shipments
of sport and casual caps during the period of investigation. From 1985 to
1988, trends in the quantity and value of domestic shipments of caps were
similar to those for sewn cloth headwear when viewed as a whole, but soméwhat
less marked. Quantities shipped were 1 percent higher in 1988 than in 1985,

i
g ok .

1/ Interview with * * *, : .

2/ U.S. sewn cloth headwear producers did not report any intracompany
transfers. Moreover, only three producers, * * *, reported any export
shipments. Data on these shipments, which accounted for less than 0.5 percent
of total shipments in 1988, have not been included in this report.

3/ Petitioners indicated at the hearing that the rise in unit values toward
the end of the period of investigation may be attributed in part to two
factors: the increasing tendency for domestic producers to supply decorated
caps and a shift to higher valued items due to competitive pressures at the
lower end of their lines. By contrast, respondents testified that China tends
to supply plain caps, which are later decorated in the United States.
Transcript, p. 154. The subsequent decoration, according to respondent’s
witnesses, might increase the value of the cap by up to 30 percent.
Transcript, p. 155.
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Table 9
Sewn cloth headwear: U.S. producers’ domestic shipments, by styles, 1985-88

Item 1985 1986 1987 1988

Quantity (1,000 dozen)

Sport and casual hats.......... *hk k% 334 325
Sport and casual caps.......... 4,694 4,715 4,768 4,733
VisorsS.veenereeeannnn Ceeereeenn 144 Fodeok 222 233
Other sewn cloth headwear..... . ot *okk 982 790

All sewn cloth headwear 1/... 6,192 6,279 6,306 6,081
Sewn cloth headwear for adults., kkk ‘ Kk ok Khk
Sewn cloth headwear for

children........ Ceesesenes falalil fadadal kk% falald

All sewn cloth headwear 1/ 6,192 6,279 6,306 6,081

Value (1,000 dollar

Sport and casual hats........ . . KKK ekk 8,266 8,569
Sport and casual CaPS.veernns .o 133,499 136,393 140,453 149,768
' 8= of - S ceenee 5,200 L 6,214 6,992
Other sewn cloth headwear...... ____ ¥%* fallakad 17,132 18,462

All sewn cloth headwear 1/... 162,223 166,303 172,064 183,791
Sewn cloth headwear for adults. ¥k *k% Rk ki
Sewn cloth headwear for o

children........ Cebteveenen fakakad fudadad Rk ool

All sewn cloth headwear 1/ 162,223 166,303 172,064 183,791

Unit value (per dozen) 2/

Sport and casual hats..........  §¥** §25.56 §24,73 $26.38

Sport and casual CapS....eee00e 28,44 28.93 29,46 31.64
ViS0rS.veieinererseenerssennas . 36,11 .28.42 27.99 30.01
Other sewn cloth headwear Ceeas B A fakakal 17,44 23,38
.All sewn cloth headwear...... 26,20 26.49 27.29 30.23
‘Sewn cloth headwear for adults; ik Fokk Rk *uk
‘Sewn cloth headwear for
children...... ceeeen Cheeerees ke balokil Lilakal fabald

All sewn cloth headwear.... 26.20 26.49 27.29 30,23

1/ Because of rounding, figures may not add to totals.
2/ Calculated from rounded data.

Source: Compiled from data submitted in response to questlonnalres of the
U.5. International Trade Commission.
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and the value of such shipments was 12 percent higher. The corresponding
increase  in unit values during the period, although substantial at 11 percent,
was less extensive than that for all styles of sewn cloth headwear. .

Visors.--Ten producers reported domestlc shipments of visors during the '
perlod of investigation.. Both the quantity and Vvalue of domestic shlpments of
visors exhibited steady increases during the 1985-88 period.- By 1988, 'in
quantity terms, shipments of visors had risen 62 percent over their 1985
level. Unit values generally declined, first sharply, by 23 percent,. to a low
of $27.99 per dozen in 1987, then subsequently rose to $30.01 per dozen in
1988, for an overall decrease of 17 percent,.

Other sewn cloth headwear.--Thirteen producers reported domestic
shipments of other types of sewn cloth headwear during the period of
investigation. These products primarily consist of painters’ caps; however,
some producers also classified custom military, police, and fire department
uniform caps in this category. The value of shipments of such products showed
a consistent increase over the perlod of investigation, rising to over
$18 million in. 1988, whereas shipment quantltles steadily declined throughout
the period, with a particularly sharp drop in 1988 of nearly. 20 percent.
Accordingly, unit values rose rather modestly .in the 1985-87 perlod then
1ncreased sharply, by almost 35. percent, in 1988. :

Informatlon on U, S producers domestic shipments of wool, fur felt, and
straw headwear are .presented in ‘appendix F. :

As seen in the tabulation below; sport and casual caps consistently held
the largest share (75 to 78 percent, . by quantity) of shipments of
U.S.-produced sewn cloth headwear during the period of investigation (in
percent). ' h

Category : 1985 1986 . 1987 1988

Sport and casual hats...... Kk | ek 5.3 5.3
Sport and casual caps...... 75.8 75.1 75.6 77.8
Visors....... ereeessinane 2.3 Kk 3.5 3.8
Other sewn cloth headwear.. _*** ool 15.6 13.0

100.0 100.0 100.0 100.0
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U,S. producers’ inventories

Because most U.S. sewn cloth headwear producers manufacture to order,
inventories are generally insubstantial. Twenty-two U.S. producers of sewn
cloth headwear did, however, provide information on the quantity of their end-
of-period 1nventor1es for the periods December 31, 1984, through
Décember 31, 1988 (table 10). 1/ These data include inventories of sewn cloth
~headwear purchases as well as the firms’ own production. Eighty-five percent
of reported inventories were of the latter category.

Although inventories are not common among the majority -of sewn cloth
headwear producers, and, as seen in the table, are small in relation to
shipment levels, some larger producers are beginning to keep certain basic
items in stock. For example, * * * indicated that, in an attempt to meet
import competition, they have begun to stock certain undecorated baseball caps
that can be ;shipped within 1 to 3 days of an order. 2/

u.s. producers end-of-period inventories of sewn cloth headwear
increased sharply, by 49 percent, from yearend 1984 to yearend 1985, before
beginning a steady decline, to 665,000 dozen, by yearend 1987. By the end of
1988, however, such inventories had risen by 1l percent, to a level of
737,000 dozen. Movements in inventories of caps reflected the overall trend,
whereas inventories of other headwear styles demonstrated no particular
pattern during 1984-88. As inventories of children’s sewn cloth headwear were
extremely limited, adults’ sewn cloth headwear inventories also followed the
pattern of sewn cloth headwear inventories when viewed as a whole.

As a share of domestic shipments by producers that reported inventory
data, inventories of sewn cloth headwear exhibited a slight drop, from
17 percent in 1985 to 14 percent in 1987, before recovering .to 16 percent by
the end of 1988. Trends in this ratio for inventories of caps were identical
in direction, but somewhat more exaggerated. Inventories of visors and other
sewn cloth headwear varieties generally declined in relation to shipments in
the 1984-88 period, whereas hat inventories remained virtually constant in
this regard, except for a small upturn at the end of 1988.

1/ These producers accounted for 77 percent, by quantity, of reported 1988
domestic shipments.
2/ Interviews with * * %,



Table 10 :
Sewn cloth headwear: U.S. producers’ end-of-period 1nventoL1es, 1/ by styles
and categories, as of Dec. 31 of 1984- 88

As of Dec, 31--

Item - - 1984 1985' 1986 1987 ‘ 1988

Quantity (1,000 dozen) -

~ End-of-period inventories: :
Sport and casual hats.......... ¥*%% kK 33 34 42

Sport and casual caps......0... 476 - 767 697 . - 572 651
Visors....... G eer et ececeneennn 28 28 46 40 THhkE
Other séwn cloth headwear...... _**% . KEkE - 26 18 Fhk
" All sewn cloth headwear 2/... 572 854 802 665 737
Adults’ sewn cloth headwear.... **% T kEk Kk ke k%
Children’'s sewn cloth headwear, _*** fakaked jakal falall fafadad

All sewn cloth headwear 2/... _572 854 802 665 737

End-of-period inventories - - ___Ratio of -~ (percent)

. to domestic shipments: 3/ = ) _ , »
Sport and casual hats.......... 4/ 11.6  10.0 10.3 °  13.0
-Sport ‘and casual capS.....ev... 4/ 18.5 17.2 13.2 -~ 15.4

- ViSOrSeeeeneoeonene e e s aenne 4 23.9 28.2 22,7 16.0
Other sewn cloth headwear...... 4/ 4.4 4.1 2.8 3.8

All sewn cloth headwear...... 4/ 16.6 18.1 14.1 15.8
Adults’ sewn cloth headwear.... 4/ 16.6 18.2 14.1 15.9
 Children’s sewn cloth '
headwear......cevveevuiunnenns 4/ 21.4 14.0 10.9 9.0
All sewn cloth headwear...... 4/ 16.6 18.1 14,1 15.8

1/ Includes inventories of firms’ purchases as well as firms’ own production.
2/ Because of rounding, figures may not add to the totals shown.
3/ Domestic shlpments used are 11m1ted to those by firms reporting 1nventory
data,.
4/ Not avallable

Source: Compiled from data submltted in response to questlonnalres of the
U.S. Internatlonal Trade Comm1551on :
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U.S. producers’ imports

Two U.S. producers of sewn cloth headwear reported imports during the
period of investigation. 1/ Both * * *, imported plain caps from Taiwan and
Korea, respectively, reportedly in order to fill out their product lines with
cheaper, more basic caps. The quantity, value, and unit value of such
imports, along with their ratio to domestic production, are shown in the
following tabulation:

Firm . 1985 1986 1987 __ 1988

%* ' Sk ok R ke B

' Respondents alleged that the following domestic manufacturers of sewn
cloth headwear are also importers of that product: Benay-Albee Novelty Co.,
Newport News, VA (Benay-Albee); Betty Ann American Sales Corp., Bayonne, NJ
(Betty Ann); Triangle Sport Headwear Co., Hialeah, FL (Triangle); and Northern
Cap Co. (Northern Cap), Minneapolis, MN. 2/ Based on information received by

staff, Benay-Albee * * *, and Betty Ann * * %,  Northern Cap * * *. Triangle
% % * ot " i

Of firms reporting production of sewn cloth headwear, 32 provided data on
the number of production and related workers engaged in such production, the
total hours worked by such workers, and the wages and total compensation paid
to such workers during the period of investigation. 'The number of workers
employed in the production of sewn cloth headwear decreased by 4 percent, from
4,821 in 1985 to 4,661 in 1987, before rebounding strongly to 4,895 workers,
representing a rise of 5 percent, in 1988 (table 11). The number of hours
worked by those employees decreased noticeably, by 4 percent from 1985 to
1986, and then inched gradually upward, to a‘'level of 8 million hours, by
1988. Hourly compensation increased throughout the period, rising to §7.03
per hour in 1988.

1/ In addition, * * * and * * *, which produce headwear other than sewn cloth,
reported imports of sewn cloth headwear. Another firm, * * %, % % * but is
believed to produce sewn cloth headwear; although * * * does not import, a
sister company, * * * does import sewn cloth headwear.

2/ Respondents further alleged that Weisman Novelty Co., Philadelphia, PA
(“"Weisman”), Arlington Hat Co., Long Island City, NY, and Jacobson Hat Co.,
Scranton, PA, all producers of children’s headwear, also import. Transcript,
p. 100. The latter two * * *, Weisman * * *,
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Table 11

Average number of production and related workers producing sewn cloth
headwear, hours worked, 1/ wages and total compensation g§ paid to such |
employees, labor productivity, hourly compensation, and unit labor production
costs, by styles, 1985-88

Item _ : 1985 1986 1987 1988

Production and related

workers (PRW):
HatsS..voeeveonsennes ceesesenee HEK k% Kk *¥kk

Percentage change 3/........ 4/ (1.7) 2.9 3.9
CapSeverreeces eeeesvseaterenea 2,754 2,669 2,565 2,638
ercentage change 3/........ 4/ {3.1) 13.9) 2.8
ViSOTS e evvrersoooenonnss ceeens 106 120 150 *kk,
Percentage change 3/....... . 4/ 13.2 25,0 e
Other sewn cloth headwear..... 235 294 289 302
Percentage change 3/..cv0u0. 47 25,1 1.7 4,5
All sewn cloth headwear 5/.... 4,821 4,748 4,661 4,895
Percentage change 3/........ : 4 l1.5) {1.8) 5.0
Hours worked bK PRW:
Hats (1,000 hours)...... eeene kkk *k% kk% kk%
Percentage change 3/........ 4/ (2.1) 2.7 4.4
CaBs (1,000 hoursJ...veveevevs 4,917 4,614 4,559 4,708
ercentage change 3/..... vee 4/ {6.2) . - 11.2) 3.3
Visors (1,000 hours).......... 240 238 300 *okk
Percentage change 3/...... ‘e 4/ (0.9) 25.7 Kk
Other sewn cloth headwear ‘
{1,000 hours) .veeeeeeseeeess 454 502 548 57
Percentage change 3/........ 47 10,5 9.1 4.2
All sewn cloth headwear 5/
(1,000 hours)........ veeeens 7,774 7,456 7,531 7,960
Percentage change 3/........ 4/ 4.1) 1.0 5.7
Waﬁes paid to PRW:
) " "Hats (1,000 doliars).......... Kk Kk k Kok ok
Percentage change 3/........ 4/ 2.2 3.4 4.7
CaBs (1,000 dollars)...eeeee.. 26,344 26,381 25,572 26,048
ercentage change 3/........ 4/ 0.1 {(3.1) 1.9
Visors (1,000 dollars)........ 1,006 1,081 1,337 1,606
Percentage change 3/....... . 4/ 7.5 2377 20.1
Other sewn cloth headwear _
(1,000 dollars)...ceee. FIPN 2,684 3,009 3,456 3,988
Percenta%e change 3/........ 47 12.1 14.9 152
All sewn cloth headwear 5/
(1,000 dollars).veseeeeesens 44,291 44,632 46,637 48,852
Percentage change 3/........ 4/ 0.8 4,5 4.7
Total compensation paid to PRW:

Hats (1,000 dollars)....cceoee.. wkk *h ok k¥ Fokok
Percentage change 3/........ 4/ 2.5 2.8 .
Cags (1,000 dollars)........ .. 30,213 29,502 28,515 30,187

ercentage change 3/........ 4/ t2.4) {3.3) 5.9
Visors (1,000 dollars)........ 1,192 1,280 1,540 *k%
Percentage change 3/........ 4/ 7.4 .20.3 26.0
Other sewn cloth headwear
(1,000 dollars).eeeeeneennes 3,198 3,507 4,062 4.794
Percentage change 3/........ 47 ) 9.6 15.8 18.0
All sewn cloth headwear 5/ ‘
(1,000 dollars).eveeeeeneess 50,460 50,038 52,016 55,962
Percentage change 3/........ 4/ {0.8) 4, 7.6

See footnotes at end of table.
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Table 11--Continued . S :

Average number of production and related workers producing sewn cloth
headwear, hours worked, 1/ wages and total compensation 25; aid to such ‘
employees, labor productivity, hourly compensation, and unit labor production
costs, by styles, 1985-88 ) ‘ '

Item 1985 1986 1987 _ 1988

Labor productivity for PRW: 6/
Hats (dozens per hour)....... Fdk Tkk Kk Fekk
Percentage change 3{....;.. 4/ (14,2) (5.3) (8.1)
Cags (dozens per hour)..... .. 0.73 0.70 0.75 0.75
_Percentage change 3/....... 4/ (4.4) 7.5 0.0
Visors (dozens per hour)..... 0.38 0.58 -0.53 0.50
Percentage change 3/eeen. con 4/ 51.3 (7.8) (6.9).
Other sewn cloth headwear A _ .
(dozens per hour).......... 0.49 0.4 0,44 0, 40
Percentage change 3/....... 47 (13.1) 1.7 (8.7)
All sewn cloth headwear . -
(dozens per hour)......;.... 0.75 0.75 0.78 0.73
Percentage change 3/....... 4/ 0.0 4.4 (6.9)
Hourly compensation paid to PRW: L
Hats (per hour)........ P L k% R 3 Fkk
Percentage change 3/....... - 4/ 4,8 0.1 0.9
CaBs (per hour)...... ccvvuun. $6.14 $6.39 $6.25 $6.41
ercentage change 3/....... 4/ .1 (2.2) 2.5
Visors (per hour)......ecuee. $4.96 $5.37 .14 $5.13
Percentage change 3/....... 4/ .3 (4.3) (0.2)
Other sewn cloth headwear .
(per hour)....cevevvcoeees. 57,05 $6,99 $7.42 $8, 40
Percenta§e change 4/....... 47 (0.8) 6.1 13,
All sewn cloth headwear ,
(per hour)......... ceeeaenn $6.49 $6.71 $6.91 - §7.03
Percentage change 3/....... 4/ 3.4 . - 1.8
Unit labor costs: 6 :
Hats (per dozen).......eeeees Kk kk *kk kK
Percentaﬁe change 3/....... 4/ 22,0 5.7 ~ 9.8
Cags (per dozen).v.vevveeenens $8.45 $9.20 $8.37 $8.60
_Percentage change 3/....... 4/ 8.9 (9.0) 2.8
Visors (per dozenJ..... ceee.. $12.96 $9.28 $9.63 $10.32
Percentage change 3/....... 4/ (28.4) 3.8 7.2
Other sewn cloth headwear
(per dozen) ....oeeevevrsnss 14,24 16,25 16,95 21,03
Percenta%e change 3/....... . . 24,
All sewn cloth headwear » . '
(per dozZen)....eeeeneonsnns $8.71 $8.99 $8.86 $9.69
Percentage change 3/....... 4/ 3.2 C(1.4) 0 9.4

1/ Includes hours worked plus hours of Eaid leave time, - '

%/ I¥91udes wages and contributions to Social Security and other employee
enefits, :

3/ Calculated from unrounded data.

4/ Not available. | .

5/ Figures do not add to totals because not all firms could provide data by
style of headwear. .

6/ Calculated from data submitted by firms providing both production and
employment information. , - o

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission. :
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Labor productivity, as measured by dozens produced per hour, increased
slowly until 1987, then declined by 7 percent in 1988. Unit labor ¢&osts,
however, increased overall; in 1988, they showed a 9-percent increase .over
their 1987 level. 1/ '

) Sport and casual hats --0f firms reporting productlon of sport and casual
hats, five provided employment data. The trend in the total number of

production workers employed in the production of hats and in the total hours
worked by those employees was relatively flat from 1985 to 1987, but these
indicia all rose more strongly in 1988. Total compensation pald to those
employees showed a rise of 11 percent over the 1985-88 period. Hourly
compensation also rose throughout the perlod most str1k1ng1y in 1986 when
compared to its 1985 level. & '

The productivity of workers producing hats declined steadily between ‘1985
and 1988, falling by 25 percent over the 4-year period. Unit labor costs, by
contrast, rose markedly throughout the period, by 42-percent overall, with a
particularly sharp jump in 1986. By the end of the period, unit labor costs
for workers produc1ng hats were higher than for workers producing any other
style of sewn cloth headwear.

Sport and casual caps.--Of firms reporting production of sport and casual
caps, 21 provided employment data. Accordirnig to these data, the number of
workers employed in cap production, the hours worked in such production, and
-wages and compensation paid to such workers all showed small declines from
1985 to 1987, ranging from 3 to 7 percent. Labor productivity first fell in
1986, then rose to a level of 0.75 dozen caps per hour in 1988. Hourly
compensation and unit labor costs moved in tandem, first rising in 1986, then
falling back in 1987, before recovering in 1988. Both indicators ‘ended the’
period higher than their levels in 1985, by 4 and 2 percent, respectively.

Visors.--Of firms reporting production of visors, seven provided
employment data. The number of workers producing visors and the:wages and
total compensation paid to those workers showed strong increases durlng the
period of investigation. By 1988, * * * more workers were engaged in visor
production, representing an increase of * * * percent. Hours worked by those
workers also were notably higher in 1988 than in 1985. The hourly -
compensation for those employees, though increasing in 1986, slacked off in
1987 and 1988, but still increased overall by 3 percent. Unit labor costs
fell overall, with a particularly marked decline in 1986.

Other sewn cloth headwear.--Of firms reporting production of other types
of sewn cloth headwear, eleven provided employment data. The trends in the
number of workers employed in such production, hours worked by those
employees, and wages and total compensation paid to those employees were
identical between 1985 and 1986. All four indicators exhibited marked
increases from 1985 to 1986 (particularly employee levels, which rose by over
25 percent) and continued their rise during the remainder of the period.
Hourly compensation also demonstrated a generally rising trend throughout the
period of investigation. The productivity of workers producing these headwear

1/ By comparison, staff obtained information indicating that in China, unit
labor costs range from * * * to * * * yuan per dozen. At current exchange
rates, this is equivalent to between * * * and * * * per dozen, less than one-
tenth of the labor costs of U.S. firms. See letter from Patrick Macrory to
Kenneth R. Mason, Mar. 17, 1989.



styles primarily fell throughout the period, at a faster rate than that for
‘workers produc¢ing hats, caps, or visors.

As noted below, the production of children’s sewn cloth héadwear in the
United States is extremely limited. As a result, with regard to adults’ sewn
cloth headwear, the levels of, and trends in, the employment indicators
discussed above are similar to those for the production of sewn cloth headwear
vhen viewed in its entirety. Employment data regarding production of adults’
and children’s sewn cloth headwear are presented in table 12,

In general, workers producing sewn cloth headwear -- particularly those
employed by firms in rural areas of the South and Midwest -- do not have union
representation. Workers at Paramount and K-Products, for instance, are not
represented by any union. A listing of those firms whose employees are
. represented by unions, the union involved, and the firm’s share of 1988
- domestic sewn cloth headwear shipments is presented in the following
tabulation:

Share of 1988
domestic shipments

Firm Union

(by quantity)
New Era Independent *kk
West Penn Amalgamated Clothing kkk
and Textile Workers
(ACTWU)
Admanco Teamsters *kk
Imperial ACTWU *kk
Young An Int’l. Ladies Garment *ikk
Workers Union (ILGWU)
California Headwear Amalgamated Cotton ek k
Garment
Benkel Manufacturing Cap Makers Local 2H kkk
Town Talk UFCW-AFL-CIO Rk
Keystone ACTWU *kk
Leader Manufacturing ACTWU *kk
Devon Co. okl

ACTWU
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Average number of'production.and related workers producingladults’ and

children’s sewn cloth headwear, hours worked, 1/ wages and. total
-compensation 2/ paid to such employees, labor productivity, - hourly

compensation, and unit labor production costs, by categories, 1985-88

Item : - - 1985 1986 1987 1988
Production and related
workers (PRW): _ .
Adults’ sewn cloth headwear... wkk *kk Kk dekk
Percentage change 3/........ 4/ k% *hk Kk
Children’s sewn cloth
headwear....covieiveeenenenns *kk | k%% | Kk% kkk
Percentage change 3/........ 4/ falada foakad fadall
All sewn cloth headwear....... 4,821 4,748 4,661 4,895
Perceritage change 3/........ 4/ . (1.5) (1.8) 5.0
Hours worked by PRW: : '
Adults’ sewn cloth _
. headwear (1,000 hours)...... Rk *kk k% *kk
Percentage change 3/..... e 4/ kkk kk *kk
Children’s sewn cloth )
headwear (1,000 hours)..... . fakadad kel fadadil k%
Percentage change 3/........ 4/ k% kA% kkk
All sewn cloth headwear ' :
(1,000 hourS) teveevonnossnns 7,774 7,456 7,531 7,960
Percentage change 3/........ 4/ (4.1) 1.0 5.7
Uqges paid to PRW:
Adults’ sewn cloth
headwear (1,000 dollars).... kK kkk *kk kkk
Percentage change 3/.....:.. 4/ kkk *kk kkk
Children’s sewn cloth o
headwear (1,000 dollars).... fakakd ko k fakadd fakaia
Percentage change 3/........ 4/ *xk *kk ¥k %
All sewn cloth headwear :
(1,000 dollars)...... cevenen 44,291 44,632 46,637 48,852
Percentage change 3/........ 4/ 0.8 4.5 4.7
Total compensation paid to PRW:
Adults’ sewn cloth
headwear (1,000 dollars).... Kk Ckkk kkk kkk
Percentage change 3/........ 4/ ok kK *kk
Children’s sewn cloth
headwear (1,000 dollars).... fadadid *kk fakadad k&%
Percentage change 3/....... . 4/ fadall okl ol
All sewn cloth headwear
(1,000 dollars)........ eesee 50,460 50,038 52,016 55,962
Percentage change 3/........ 4/ (0.8) 4.0 7.6

See footnotes at end of table.
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Table 12-Continued

Average number of production and related workers producing adults’ and
children’s sewn cloth.headwear, hours worked, 1/ wages and total
compensation 2/ paid to such employees, labor productivity, hourly
compensation, and unit labor production costs, by category, 1985-88

Item ‘ - 1985 1986 1987 1988
Labor productivity for PRW: 5/ .
Adults’ sewn cloth

headwear (dozens per hour).. k% kkk *ERE kkx

Percentage change 3/........ 4/ kkk . * k% okl
Children’s sewn cloth :

headwear (dozens per hour).. ok *kk kkk kkk

Percentage change 3/........ 4/ *Rk *kk Ak
All sewn cloth headwear ] , o L L

(dozens per hour)....... vees 0,75 0.75 0.78 0.73

'Percentage change 3/........ 4/ 0.0 - 4.4 - (6.9)
Hourly compensation paid to PRW: ' .
Adults’ sewn cloth

headwear (per hour).........  ¥*% - hkk hkk *kk

Percentage change 3/...... .o 4/ *dk *kk kkok
Children’s sewn cloth '

headwear (per hour)...... ces  FERxE *kk wkk o kkk

Percentage change 3/...... .. 4/ fudalil Kk kkk
All sewn cloth headwear ' '

(per hour)...... Ceteeeens cee $6.49 §6.71 - $6.91 $§7.03

Percentage change 3/........ 4/ 3.4 - 2.9 1.8
Unit labor costs: 5/ ' .
Adults’ sewn cloth

headwear (per dozen)........ Fkk Rk , A K *h%

Percentage change 3/........ 4/ *kk Kk - kkk
Children’s sewn cloth _

headwear (per dozen)........ *%% *kk kkk *%%

Percentage change 3/......:. 4/ kkk kk% k%
All sewn cloth headwear : o

(per dozen).......... ceeeaes $8.71 $8.99 $8.86 $9.69

Percentage change 3/...... e 4/ 3.2 (1.4). 9.4

1/ Includes hours worked plus hours of paid leave time.

2/ Includes wages and contributions to Social Security and other employee
benefits.,

3/ Calculated from unrounded data.

4/ Not available.

5/.Calculated from data submitted by firms prov1d1ng both production and
employment information.

Source: Compiled from data submltted in response to questlonnalres of the
U.S. International Trade Comm1551on
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In its questionnaire, the Commission requested U.S. producers to provide
detailed information concerning reductions in the number of production and
related workers producing sewn cloth headwear if such reductions involved at:
least 5 percent of the work force or 50 workers. The reported reductions, and
the alleged causes, are shown in the following tabulation:

Number of

Firm Date workers  Duration Reason given
* * * * * * *

Financial experience of U.S. producers

Twenty-five producers supplied usable income-and-loss data on their
overall establishment operations. Twenty-three producers, accounting for
90 percent of reported U.S. production in 1987, furnished ‘usable
income-and-loss data on their operations producing all sewn cloth headwear.
Two producers were unable to furnish such data on the subject products.

The questionnaire requested separate income-and-loss data for both
adults’ and children’s sewn cloth headwear. Production in the industry is
generally geared toward adults’ headwear, and most companies were unable to
allocate costs between the adults’ and children’s lines. Thus all of the
financial data are for all sewn cloth headwear.

Overall establishment operations.--In addition to sewn cloth headwear,
some firms produce other types of headwear and/or apparel in their
establishments. The income-and-loss data for overall establishment operations
are presented in table 13. ’ '

Operations on all sewn cloth headwear.--Net sales for 21 producers in
1985 were $154.9 million (table 14). 1/ In 1987 net sales were

$174.0 million, representing an increase of 7.2 percent over 1986 sales of
$162.2 million. Operating income was $12.7 million in 1985, $8.8 million in
1986, and $12.2 million in 1987.

Operating income margins, as a percent of sales, were 8.2 in 1985, 5.4 in
1986, and 7.0 in 1987. Operating losses were incurred by two companies in’
1985 and six companies in 1986 and 1987. 2/

1/ Sales data between 1985 and 1986 are not comparable because two companies
did not provide data for 1985 and one company reported data for only 3 months
in 1985. For those companies that provided comparable sales data, net sales
declined by 1 percent, from * * * in 1985 to * * * in 1986.

2/ Information on after-tax return on sales for related textile and apparel
industries is presented in app. G.
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Income-and-loss experience of U.S. producers on the overall operations of _
their establishments within which sewn cloth headwear is produced, accounting
years 1985-87 and interim periods ended Sept. 30, 1987, and Sept. 30, 1988 1/

Interim period
ended Sept., 30--

Item 1985 1986 1987 1987 1988
Value (1,000 dollars)

Net sales...cvvviiiiennnn ee. 217,157 235,113 260,803 . 142,085 157,434
Cost of goods sold.......... 148,767 163,67 185,518 100,264 108,568
Gross profit.....cvvvnn. coes 68,390 71,435 75,285 41,821 48,866
General, selling, and

~administrative expenses... 50,513 56,748 57,653 28,830 34,304
Operating income............ 17,877 14,687 17,632 12,991 14,562
Startup or shutdown

 @XPeNSe.....ceccerennn cooe 86 0 0 0o - 0

Interest expense.......... . 4,866 5,136 4,911 1,710 2,180
Other income or (expense), '

Net. . iieuienerreroceannanss (216) 232 (108) (276) 172
Net income before income o . e

taXeS.ieeeenenss Cereeeeees 12,709 9,783 12,613 11,005 12,554
Depreciation and amorti-

zation included above..... 4,014 5,111 5,400 2,286 1,745
Cash flow 1/.ccvveiuvncnn ces 16,723 14,894 18,013 13,291 14,299

Share of net sales (percent)

Cost of goods sold....... .o 68.5 69.6 71.1 70.6 69.0
Gross profit........... ceenn 31.5 30.4 28.9 29.4 31.0
General, selling, and

administrative expenses... 23.3 24,1 22,1 20.3 21.8
Operating income........ - 8.2 6.2 6.8 9.1 9.2
‘Net income before income .

taXeS..vierecsnans Ceeeees 5.9 4,2 4,8 7.7 8,0

Numbey of firms yeporting - ‘

‘Operating losses.....cicou.. . 3 6 4 3 3
‘Net 1osSse€S..ieviveevnnnenans 6 8 6 3 3
I 1T - . 23 25 25 18 18

1/ Cash-flow is defined as net income or loss plus depreciation and

amortization.

Source:

Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
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Income-and-loss experience of U.S. producers on their operations producing
sewn cloth headwear, accounting years 1985-87 and interim periods ended
Sept. 30, 1987, and Sept. 30, 1988 1/ 2/

Interim period
ended Sept, 30--

Ttem 1985 1986 1987 1987 1988
Value (1,000 dollars)

Net saleS.eeeiieneeeennonnes 154,880 162,227 173,967 102,717 108,449
Cost of goods sold.......... 109,814 117,038 125,630 75,754 77,391
Gross profit............. e 45,066 45,189 48,337 26,963 31,058
General, selling, and :

administrative expenses.. 32,412 36,366 36,176 19,380 22,124
Operating income........... . 12,654 . 8,823 12,161 7,673 8,934
Startup or shutdown

EXPENSC. s eavrnerosnennsos - 86 0 0 0 0
Interest expense.....c.eevees 3,499 3,426 3,161 974 1,113
Other income or (expense),

4 =1 o 27 126 (271) (219) 182
Net income before income v

LAXES. e veeotvracsannanaas 9,096 5,523 8,729 6,390 8,003
Depreciation and amorti-

zation included above..... 3,123 3,524 3,911 1,854 1,287
Cash-flow 3/.ceveiveeeennnes 12,219 9,047 12,640 8,244 9,290

Share of net sales (percent)

Cost of goods sold....... v 70.9 72.1 72.2 73.8 71.4
Gross profit...eeeeeeeeenss. 29.1 27.9 27.8 26.2 28.6
General, selling, and

administrative expenses... 20.9 22.4 20.8 18.9 20.4
Operating income............ 8.2 5.4 7.0 7.5 8.2
Net income before income '

LAXES. et eeereeeesoonncnses 5.9 3.4 5.0 6.2 7.4

Number of firms reporting

Operating losses....eevvevss 2 6 6 3 3
Net 10SS€S.civiieeernnannnns 5 8 8 5 4
Data...everenoersnneeaoonnnn 21 23 23 17 17

1/ The fiscal year ending dates and the number of companies are as follows:

1/31(2), 3/31(1), 5/31(1), 6/30(4), 7/31(2), 9/30(2),

12/31(8).
2/ % & %

10/31(1), 11/30(2) and

3/ Cash-flow is defined as net income or (loss) plus depreciation and

amortization. '

Source:

Compiled from data submitted in response to questionnaires of the

Ju.s. International Trade Commission.
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Interim 1988 sales were $108.4 million, representing an increase of
5.6 percent over 1987 interim sales of $102.7 million. Operating income was
$7.6 million in interim 1987 and $8.9 million in interim 1988. Operating
income margins were 7.4 percent in interim 1987 and 8.2 percent in interim
1988. Operating losses were reported by three companies in both interim
periods. '

In 1986 the general, selling, and administrative ratio was higher than in
other periods. Industry marketing costs rose because of increased sales
promotion and the reduction of the minimum order quantity for custom or
specialized order requests. 1/ In addition, * * * 6 indicated that its
marketing costs increased during that time. 2/ Table 15 shows the
income~-and-loss experience of the industry by company and by amount of sales
in 1987 (in descending order except for the smaller companies). Although
there are a few large producers, most of the industry consists of companies
with under $5 million in annual sales., These smaller companies accounted for -
most of the industry losses between 1985 and 1987. The discrepancy in
profitability between firms could be attributable to a variety of factors,
including size and efficiency of operations, degree of automation, number of
shifts, productivity, wage differentials, and product mix. The two largest
producers (* * *) accounted for * * * percent of reported industry sales and
* * % percent of reported industry operating income in 1987. * * *_ 3/

1/ Petition, p. 35.

2/ Telephone conversation with * * *, :

3/ During the hearing on Mar. 29, 1989, Mr. Rubenstein of Paramount said that
his company borrowed $2 million in order to purchase embroidery equipment.
Transcript, p. 60.



Table 15
Income-and-loss experience of U.S. producers on their operations producin
sewn cloth headwear, by producers, accounting years 1985-87 and interim

periods ended Sept. 30, 1987, and Sept. 30, 1988
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Interim period
ended Sept, 30--

Item/producer 1985 1986 1987 1987 1988
Value (1,000 dollars)
Net sales: .
***....._..........' *kk kk%k *kk l/ kkk l/ k%
3 Kkk kkk xk% 1/ *kk 1/ *kk
***.‘..'...'......._ *k%k %% *k% l/ *%k% l/ *%%
K i eeeeeeeeas *Ek el FAK 2/ 2/

R it irenes A% *H* *rK 2/ 2/
L L kkk kkk k% Kk k%
‘**..'..'.."....... *k% xh*k x% % *kk k%
A Kkk k% *kk K% kkk
Smaller companies... kA% kel *EK kol fakadl

Total.....ov.ove.. 154,880 162,227 173,967 102,717 . 108,449
Operating income or
(loss):

*% e s e s e s eeaseene *k%k *%% d* ek k% k%X
EE Kk Kk Kk k¥ Kk
***..'...-....'.1.._ F* kX *%hk X ke k% * %%k
L kel Kk Kok 2/ 2/
Fala i KEK Fak 2/ -2/
2 D Kk fkk foks K%k Kk %
L nhk or %% KK *k%
T k% Stk Sk Kk Kk
Smaller companies... il folakel jakadal jakadad falald

Total............. 12,654 8.823 12,161 7,583 8,934

Share of net sales (percent)
Operating income or (loss):

L Kok k Kok ko Kk Kk
A Kk Stk %k kK ki
L Ekk otk %k Kk% Kk
R it eiiaas ke i A 2/ 2/
R it KAk wE% wA% 2/ 2/
K Kk *dek %% %%% k%
***..........‘...'.. ik *k%k K k% X%k *%%
A Kkk %k %k %k Kk
Smaller companies... fadakal falakad fakidad akadad %%

Average........... 8.2 5.4 7.0 7.5 8.2

l/ * % ¥,
2/ Did not provide data.

Source:

Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Investment in productive facilities.--Sixteen companies provided data on
their investment in productive facilities for 1985-87, and 12 companies
furnished data for the 2 interim periods (table 16). Return on asset data is
also shown in the table.

Table 16 4
Sewn cloth headwear: Value of property, plant, and equipment of U.S.

producers, accounting years -1985-87 and interim periods ended Sept. 30, 1987,
and Sept. 30, 1988

As of end of accounting Interim period
year-- ended Sept. 30--
Item 1985 1986 1987 1987 1988
All products of establish-
ments:
Original cost _
(1,000 dollars)..eusvss 41,691 49,726 51,989 38,040 41,688
Book value :
(1,000 dollars)........ 23,668 27,583 25,155 © 20,154 20,993
All sewn cloth headwear:
Original cost
(1,000 dollars)........ 35,370 39,495 40,525 31,715 34,503
Book value
(1,000 dollars)........ 19,103 20,235 18,840 15,720 15,958
Return on total '
assets 1/ (percent)....... 13.7 10.2 12.9 2/ 2/

1/ Defined as product operating income or (loss) divided by total assets for
those companies that provided re11ab1e total establishment data.
2/ Not available.

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

At the hearing, Mr. Rubenstein (Paramount) indicated that a suitable rate
of return would be 10 to 15 percent on investment and Mr. Hatfield
(K-Products) said that, based on a comparison with publicly held apparel
companies, his firm should be earning significantly higher rates of return.
Mr. Hatfield also said that if more firms had responded to the Commission’s
questionnaires, the industry results would have been lower. 1/

In its report on the apparel industry, the Value Line Investment Service
indicated that the industry’s return on net worth was 15.2 percent in 1985,
15.0 percent in 1986, and 16.2 percent in 1987. 2/ It is questionable whether
rates of return of privately held nonpublic companies should be compared with
those of public companies, which generally are significantly larger and more
diversified. Furthermore, Mr. Rubenstein said that Paramount is a family
operation and most of the other firms in the headwear industry are ”“Mom and

1/ Transcript, pp. 52-53.
2/ Value Line Investment Service, Mar. 3, 1989, p. 1601.
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Pop” operations. 1/ The tabulation below is a summary of the return on assets

for the two largest producers.

*

Capital expenditures.--Fifteen companies supplied data on their capital
expenditures for 1985, 1986, and 1987, and 10 companies furnished such
data for each of the interim periods (table 17),
accounted for most of the capital expenditures.

Table 17

The two largest producers

Sewn cloth headwear: Capital expenditures by U.S. producers, accounting years

1985-87 and interim periods ended Sept. 30,

- (In thousands of dollars)

1987, and Sept. 30,

1988

Interim period
ended Sept, 30-:

Item 1985 1986 1987 1987 1988
All products of establish-
ments:
Land and land 1mprove—
11153 ¢} of - S ‘oo 0 -0 9 0 - 140
Building and leasehold
improvementS....see0ee .o 1,966 304 541 213 438
Machinery, equipment, and
fixtures............ cees 4,212 5,658 4,061 2,404 3,313
Total..oveeninss e 6,178 5,962 4,611 2,617 3,891
All sewn cloth headwear:
Land and land improve-
MENtS. . vveeeenensonsnnns 0 0 0 o 0
Building and leasehold
improvements........... . 1,146 259 167 126 215
Machinery, equipment, and
fixtures......cvvvunnnes 3,903 4,617 3,313 1,986 2,709
Total..ivevinenns . 5,049 4,876 3,480 2,112 2,924

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

1/ Transcript, p. 72.
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Research and development expenses.--Five firms supplied data on their
research and development expenses for all periods. The two largest producers
accounted for most of the research outlays during the period of investigation.
These outlays are shown in table 18,

Table 18

Sewn cloth headwear: Research and development expenses by U.S. producers,
accounting years 1985-87 and interim periods ended Sept. 30, 1987, and
Sept. 30, 1988

{In thousands of dollars)

Interim period
ended Sept. 30--

Item 1985 1986 1987 1987 1988
All products of establish- ' ' ‘

MeNES. . veerreessovorsonosnse 622 945 963 527 490
All sewn cloth headwear . 443 743 762 463 412

Source: Compiled from data submitted 1n response to questlonnalres of the
U.s. Internat10na1 Trade Commission.

Capital and investment.-- The Commission requested U.S. producers to
describe any actual or potential negative effects of imports of sewn cloth
headwear from China on their firms’ growth, investment, and ability to raise
capital (including efforts to develop a derivative or more advanced version of
the like product). Their responses are shown in appendix H.
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Consideration of the Question of
Threat of Material Injury

Section 771(7) (F) (i) of the Tariff Act of 1930 (19 U.S.C. § 1677(7) (F)(i))
provides that--

In determining whether an industry in the United States is
threatened with material injury by reason of imports (or sales for
importation) of any merchandise, the Commission shall consider,
among other relevant factors 1/ 2/--

(I} if a subsidy is involved, such information as may be presented
to it by the administering authority as to the nature of the subsidy
(particularly as to whether the subsidy is an export subsidy
inconsistent with the Agreement),

(II) any increase in production capacity or existing unused capacity
in the exporting country likely to result in a significant increase
in imports of the merchandise to the United States,

(III) any rapid increase in United States market penetration and the
likelihood that the penetration will increase to an injurious level,

(IV) the probability that imports of the merchandise will enter the
United States at prices that will have a depressing or suppressing
effect on domestic prices of the merchandise,

(V) any substantial increase in inventories of the merchandise in
the United States,

(VI) the presence.of underutilized capacity for producing the
merchandise in the exporting country,

(VII) any other demonstrable adverse trends that indicate the
probability that the importation (or sale for importation) of the
merchandise (whether or not it is actually being imported at the
time) will be the cause of actual injury,

(VIII) the potential for product-shifting if production facilities
owned or controlled by the foreign manufacturers, which can be used
to produce products subject to investigation(s) under section 701 or
731 or to final orders under section 736, are also used to produce
the merchandise under investigation,

1/ Section 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(ii)) provides that
“Any determination by the Commission under this title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of materidl injury is real and that actual injury is
imminent. Such a determlnatlon may not be made on the bas1s of mere
conjecture or supposition.”

2/ The Omnibus Trade and Competitiveness Act of 1988 amended section 771(7) (F)
of the Tariff Act of 1930 by adding two items to section 771(7) (F) (i)

(19 U.s.C. §§ 1677(7)(F) (1) (IX) and (X)), and by adding section 772(7)(F) (iii)
(19 U.S.C. '§ 1677(7) (F)(iii)) in its entirety. Although this investigation
was initiated prior to their effective date the amendments are presented here
for information.
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(IX) in any investigation under this title which involves imports of
both a raw agricultural product (within the meaning of paragraph

(4) (E) (iv)) and any product processed from such raw agricultural
product, the likelihood that there will be increased imports, by
reason of product shifting, if there is an affirmative determination
by the Commission under section 705(b) (1) or 735(b) (1) with respect
to either the raw agricultural product or the processed agricultural
product (but not both), and

(X) the actual and potential negative effects on the existing
development and production efforts of the domestic industry,
including efforts to develop a derivative or more advanced version
of the like product. 1/

The available information on foreign producers’ operations (items (II)
and (VI) above) are presented in the section entitled ”“Ability of foreign
producers to generate exports and availability of export markets other than
the United States,” and information on the volume, U.S. market penetration,
and pricing of imports of the subject merchandise (items (III) and (IV) above)
is presented in the section entitled “Consideration of the causal relationship
between imports of the subject merchandise and the alleged material injury.”
Item I, regarding subsidies, is not relevant in this investigation. The
potential for “product-shifting” (item (VIII)) is not an issue in this
investigation because there are no known producers subject to investigation(s)
or to final orders that use production facilities that can be shifted to
produce sewn cloth headwear. 2/ Information on the effects of imports of the
subject merchandise on U.S. producers’ existing development and production
efforts (item (X)) is presented in the section entitled “Consideration of
alleged material injury to an industry in the United States.” Available data
on U.S. inventories of the subject products (item (V)) follow.

U.S. importers’ inventories

Of the 66 firms who responded to the Commission’s importer’s
questionnaire, 31 provided usable data on end-of-period inventories during the
period of investigation. From 1984 to 1988, end-of-period inventories of sewn
cloth headwear from China increased markedly, with their 1988 level being more
than eight times that of 1984 and nearly double that of 1985 (table 19).

1/ Section 771(7)(F)(iii) of the act (19 U.S.C. § 1677(7)(F)(iii)) further
provides that, in antidumping investigations, “ . the Commission shall
consider whether dumping in the markets of foreign countries (as evidenced by
dumping findings or antidumping remedies in other GATT member markets against
the same class or kind of merchandise manufactured or exported by the same
party as under investigation) suggests a threat of material injury to the
domestic industry.” ’

2/ Sewn cloth headwear producers are fairly limited in the products that can
be produced with the machinery used in the manufacture of sewn cloth headwear,
and none of these other products is subject to investigation or to final
orders under Title VII.
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End-of-period inQentbries of impoffs from China and
by styles, 1985-88

Item

1985 - 1986

1987

1984 1988
End-of-period 1nventor1es of - - : .
reported imports from-- Quantity (1,000 dozen)
China: . :
Sport and casual hats....:.. FH %k 95 50 58 86
Sport and casual caps..... 93 389 . 463 963 1,085
ViSOTrS.tetinrervonnanonneans 10 32 - - 49 83 96
Other sewn cloth headwear fkk 29 26 72 72
Total 1/:¢vveveeennennnnn 162 545 589 1,176 1,339
Other sources: ' : .
Sport and casual hats..... . *hE - 53 35 36 24
Sport and casual caps..... . 948 1,467 1,589 1,872 2,046
VisSOrS.sevevneronans SN 96 121 123 102 - - 120
Other sewn cloth,headwear . Kkx . - 37 24 18 18
_ Total 1/.cveievnnnnnns .. 1,099 1,678 1,771 2,028 2 208
All sources: . :
Sport and casual hats....... | KEx 148 85 94 110
Sport and casual caps...... . 1,041 1,857 2,052 2,835 3,130
Visors....oovevens e e 7106 - 153 . 172 186 216
Other sewn cloth.headwear *kx -~ 65 - 50 . 90 90
Total 1/ eeevenneeinnnes 1,261 2,233 2,360 3,204 3,547
End-of-period inventories to : = : :
reported shipments of, - : :
imports from--2/ Ratio of -- (percent)
China: ' '
Sport and casual hats....... 3/ 76.6 36.2 30.4 75.4
Sport and casual caps....... 3/ 65.4 78.1 59.2 43.5
ViSOTS. e eneerrornonsennsnns 3/ 61.5 73.1 61.5 81.4
Other sewn cloth headwear... 3/ 24,2 28,6 48,6 51,4
Average........ P 3/ 61.2 65.3 55.9 46.8
Other sources:
Sport and casual hats....... 3/ 72.6 71.4 106.9 141.2
Sport and casual caps....... 3/ 49,2 46.0 50.7 50.2
ViSOrS.ueevineennnns Ceeseene 3/ 55.8 48.6 47 .4 47.1
Other sewn cloth headwear... 3/ 64.9 80,0 78.3 62.1
AVerage....oveviveeennne 3/ 50.4 46.9 49.3 50.4
All sources: :
Sport and casual hats....... 3/ 75.1 45.4 41.8 84.0
Sport and casual caps....... 3/ 51.9 50.7 51.9 47.7
VisSOrS. e riovonnononnnns . 3/ 56.9 53.8 53.1 57.9
Other sewn cloth headwear... 3/ 35.7 41.3 52.6 53.3
Average.......... Ceeeees 3/ 52.7 50.4 51.6 49.0

1/ Because of rounding, figures may not add to the totals shown.

2/ Shipments of imports used are limited to those from firms reporting

inventory data.
3/ Not available.

Source:
U.s.

Lomplled from data submitted in response to questlonnalres of the
International Trade Comm1531on - .
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Inventories grew particularly markedly in 1987, when they doubled over the
previous year. 1/ This trend is also reflected in various styles of headwea
when viewed separately; all showed consistent increases, except for hats and
other styles of sewn cloth headwear between 1985 and 1986. Even with these
substantial increases in end-of-period inventories, however, the ratio of

" inventories to reported shipments of imports of such headwear from China
generally declined throughout the period (except for a rise in 1986), with a
notable falling off from 65 percent in 1986 to 47 percent in 1988. Here,
however, there were substantial variations in trends among the different
headwear styles, For example, importers of caps tended to decrease their
inventory holdings as compared with shipments, whereas importers of visors and
other sewn cloth headwear varieties tended to increase their holdings.

Reported end-of-period inventories of adults’ sewn cloth headwear from
China generally increased over the 1984-88 period, by more than sixfold
overall; however, because of rapidly increasing shipments of imports from
China, the relationship of these inventories to preceding-period shipments
rose only slightly overall, even though it topped * * * percent in 1986
- (table 20). End-of-period inventories of children’s sewn cloth headwear
showed wide fluctuations during the period of investigation, particularly in
their relatlonshlp to preceding-period shlpments That ratio exceeded
100 percent in 1985 and 1988.

As seen by comparing tables 19 ‘and 20 to table 10, the ratio of
importers’ inventories to shipments is much higher than that for U.S.
producers. This is due in part to the fact that importers tend to supply a
larger percentage of plain caps than do domestic firms. 2/ As noted above,
some domestic firms are making an increased effort to hold substantial stocki
of basic baseball caps in an attempt to counter this trend.

1/ Petitioners charged that importers are deliberately stockpiling imports in
an attempt to counter recent efforts by the domestic industry to decrease
turnaround time on orders. Transcript, p. 62. '

2/ Transcript, p. 153. :
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Table 20
Sewn cloth headwear:

other sources held in the United States, by categories, 1985-88

End-of-period inventories of imports from China and

Item 1984

1985 1986 1987

1988
" 'End-of-period inventories of
reported imports from-- Quantity (1,000 dozen)
China: ’
Sewn cloth headwear
for adults....veveeenences 152 418 500 1,046 1,147
Sewn cloth headwear
for children,.....ccveuunn ' 10 126 88 129 195
Total 1/.. e iiennennns 162 545 589 1,176 1,339
Other sources: '
Sewn cloth headwear .
for adults...veeereeracnns 1,043 1,536 1,652 1,829 1,941
Sewn cloth headwear ‘
for children.,....veveeueen 56 141 120 200 260
Total 1/....... Ceee e 1,099 1,678 1,771 2,028 2,208
All sources: ' )
Sewn cloth headwear :
for adults....ocveeevneens 1,195 1,954 2,152 2,875 3,089
Sewn cloth headwear
for children....... ceeerae 66 267 207 328 455
Total 1/.iveeeevecnns ees 1,261 2,223 2,360 3,204 3,547
End-of-period inventories o
" to-reported shipments of
imports from-- 2/ Ratio of -- (percent)
China: ‘
" Sewn cloth headwear
for adults..... e ereesenes 3/ H% e L3 *E K
Sewn cloth headwear '
for children.....vvvevenns 3/ kkk folakal *kx ¥k
AVerage....vcveeesseanns 3/ 61.2 65.3 55.9 46.8
Other sources:
Sewn cloth headwear
for adults,......... cerean 3/ LRk kd%x *k% kk%k
Sewn cloth headwear
for children......evvven. . 3/ kil wh*x kel fadall
Average... .. ovivnnennnns 3/ 50.4 46.9 49.3 50.4
All sources:
Sewn cloth headwear
for adults...e.ovieeeennnns 3/ 51.8 55.8 53.6 48.7
Sewn cloth headwear
for children............ ee 3/ 17.6 48.5 72.2 97.4
AVerage.....covvenninnnens 3/ 52.7 50.4 51.6 49.0

1/ Because of rounding, figures may not add to the totals shown,

2/ Shipments of imports used are limited to those from firms reporting

inventory data.
3/ Not available.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.”
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Ability of foreign producers to generate exports and availability of export
markets other than the United States

In its final determination, the Department of Commerce indicated that it
was aware of 26 firms producing headwear in China. The Commission received
production and shipment data, however, from 13 firms. Of these firms, eight
described themselves as “factories,” and the remaining five as ”"import/export
‘corporations,” or trading houses. The trading houses indicated that they
bought from a total of 16 different factories. 1/ Commission staff,
therefore, knows of 24 firms producing headwear in China. The largest Chinese
exporter is * * *  accounting for * * * percent of exports from China in 1988,
As seen from table 21, the United States is by far the largest market for
Chinese exports of sewn cloth headwear, although its importance is currently
declining. Responding firms also reported substantial quantities of headwear
exported to Canada, France, Italy, Australia, and Spain.

Among the responding firms, all firms reported production of either
cotton or polyester/cotton baseball-type caps or other types of caps such as
painters’ caps. Three firms reported that their production was limited to
baseball-type caps, whereas two others reported production limited to
painters’ caps or other, unspecified kinds of caps. Five companies reported
production of all styles of headwear, with the exception of hats: baseball-
type caps, visors, and other types of caps. 2/

Chinese production of sewn cloth headwear grew consistently from 1985 to
1988, slowing its rise considerably by the end of the period. Production rose
94 percent overall, and is expected to register a slight gain in 1989.
Reported sewn cloth headwear capacity also increased, from 3.8 million dozen
in 1985 to 7.3 million dozen in 1988. As capacity and production increased at
approximately equal rates, capacity utilization remained fairly steady
throughout the 4-year period. It is expected to decline somewhat, however, in
1989. 3/ 4/

1/ Respondent’s posthearing brief, exhibit 4.

2/ Staff believes, however, that it is likely that some of the products
classified by the Chinese companies as “caps” actually fall under the
definition of ”“sport and casual hats” as defined in the Commission’s
producers’ questionnaire.

3/ Capacity utilization figures are heavily influenced by data from * * *;
capacity utilization figures for this firm ranged from * * * to * * * percent
during 1985-88. Capacity utilization for other, smaller firms was much
higher.

4/ Respondents contended at the hearing that production is constrained by
shortages of material, electricity, and skilled workers, but could provide no
information to support this allegation. Transcript, p. 108.
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Table 21
Sewn cloth headwear: China’s production, capacity, capacity utilization, home
market sales, end-of-period inventories, and export shipments, 1985-89 1/

Item 1985 1986 1987 1988 1989 1/
Production (1,000 dozen)........ 2,792 3,565 4,942 5,423 5,437
Capacity (1,000 dozen).......... 3,822 4,992 6,531 7,331 7,654
Capacity utilization (percent).. 73.1 71.4 75.7 74.0 71.0
End-of-period

inventories (1,000 dozen)..... kR *EK Rk *kk *hk

“Home-market sales

(1,000 dozen)...oveevvennnnons wEN *E% *kE k% k%

Export sales to-- . .
United States (1,000 dozen)... Lty 2,532 3,527 3,427 3,135
Other countries ‘

(1,000 dozen).vvvvevennnnnss kil 1,051 1,435 2,657 1,383
Total exports 2/ :
(1,000 dozen)...covuus ceese 2,510 3,583 4,961 6,084 4,518

Exports to the United States
as a share of-- .
Production (percent)........ iy 71.0 71.4 63.2 57.7
Total exports (percent)..... *x% 70,7 71.1 56.3 69.4

1/ 1989 data are projected.
2/ Because of rounding, figures may ‘not add to the totals shown.

Source: Data supplied by counsel for China National Arts & Crafts Import and
Export Corp. & China National Light Industrial Products Import and Export
Corp.

Home-market sales of sewn cloth headwear by reporting firms were
generally insubstantial during 1985-88, never exceeding 15 percent of total
shipments, although they did increase steadily, by * * * percent, during the
period. 1/ Exports of sewn cloth headwear to the United States grew strongly
from 1985 to 1987, reaching 3.5 million dozen in 1987, constituting a
39-percent jump over their 1986 level. 2/ Such exports then fell off in 1988,
by 3 percent, and are expected to decline further in 1989. As a share of
production, exports to the United States generally declined, particularly
between 1987 and 1988, when there was a dramatic surge, of 85 percent, in
export shipments to other markets. Accordingly, exports to the United States
also decreased as a share of total exports between 1987 and 1988, dropping to

1/ Home-market sales were reported by only one producer, * * *, which also
produced small quantities for the U.S. market. Staff believes reported
home-market shipments to be substantially understated, however, as there are
many small plants in China that produce solely for the home market. No
information was received on the operations of these plants. Respondents
offered the explanation that headwear is not a fashion item in China and is
worn only to protect from the cold. There is apparently no promotional
function served, either.

2/ Reported 1988 exports from China to the United States represent 52 percent,
by quantity, of 1988 official import statistics for sewn cloth headwear. See
table 22, infra.
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less than 60 percent in the latter year. Reporting firms anticipate
reductions in both ratios in the future, as they attempt to find alternative
export markets. 1/

Consideration of the Causal Relationship Between Imports
of the Subject Merchandise and the Alleged Material Injury

U.S. imports

Imports of sewn cloth headwear are provided for under TSUS items 702.06,
702.08, 702.12, 702.14, 702.20, 702.32, 703.05, 703.10, 703.16, and various
items in part 6F of schedule 3, or in HTSUS subheadings 6114,20.00,
6114.30,30, 6114.90.00, 6204,22.30, 6204.23.00, 6204.29.20, 6204.29.40,
6209.20.50, 6209.30.30, 6209,90.30, 6209.90.40, 6211.32.00, 6211.33.00,
6211.39.00, 6211.42.00, 6211.43.00, 6211.49.00, and 6505.90 (except 6505.90.30
and 6505.90.40). Parties generally agree that most of the sewn cloth headwear
is entered under TSUS items 703.05 and 702.12. Cloth visors, because they
lack a crown, are not considered classifiable as headwear, and thus are
classified as wearing apparel in part 6F of schedule 3.

Of the 93 firms who received questionnaires, 66 responded, 52 of whom
provided usable data on imports. Based on official import statistics for sewn
cloth headwear, responding firms accounted for 57 percent, by value, and
60 percent, by quantity, of imports from China in 1988. As a result, data in
this section regarding sewn cloth headwear are based on official U.S. import
statistics for the tariff items under which sewn cloth headwear is classified.
Data in this section regarding separate styles of sewn cloth headwear,
however, are based on questionnaire data, as the tariff schedules do not
classify these items separately. U.S. imports of sewn cloth headwear, as
calculated from questionnaire data, are presented in appendix I.

Imports of sewn cloth headwear from China increased sharply, from
2.9 million dozen in 1985 to 6.2 million dozen in 1987, or by 113 percent
(table 22). Such imports continued to increase during 1988, by 5 percent
compared with those in 1987, Imports of sewn cloth headwear from all sources
also increased during 1985-87, peaking at a level of 16.3 million dozen in
1987, but declined in 1988 by less than 1 percent. Unlike imports from China,
imports from Taiwan dropped steadily from 1986 to 1988, accounting for a
smaller share of imports than they had in 1985. 2/

1/ Several firms noted that the suspension of liquidation and bond requirement
resulting from Commerce’s preliminary determination was a factor in their
decisjions to lessen their dependence on the United States as a primary export
market. Respondent testified at the hearing that the United States currently
accounts for only one-third of China’s volume of exports, with Europe and
Australia accounting for the remainder. Transcript, p. 143.

2/ With regard to the distribution of imports from China between cotton and
manmade-fiber headwear, based on 1988 official statistics, cotton headwear
accounted for 54 percent and manmade-fiber headwear for 46 percent of total
headwear imports from China, whereas in 1987, the shares were 45 and 55
percent, respectively. Petitioner’s posthearing brief, app. V.
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Table 22
Sewn cloth headwear: U.S. imports from China, Taiwan, Korea, and all other
countries, 1985-88 :

Source . 1985 1986 1987 1988 .

Quantity (1,000 dozen)

China....covveienrnneooonennnes 2,913 3,552 6,207 6,539
TAiWAN . ¢ et eeveerorosossonsoecone 4,334 5,248 4,743 4,338
Korea.: ...veveeereeeroneronnnnsons 3,194 3,498 - 3,461 3,534
All other countries 1/.......... 2,558 2,365 1,888 1,819

Total..viieeeeinnnnennnns 12,999 14,663 16,298 16,230

Value (1,000 dollars) 2/

China...... e sessereeserrenaannn 23,836 25,936 45,049 51,489

TaiWAN. t .\ v e vrnenensernecnnns cee. 44,810 52,996 52,978 56,107
KOT@8. 1\ v eeeevraennrenennenenns 36,142 40,287 40,950 49,431
All other countries 1/.......... 30,850 29,121 26,053 25,963

TOLAL. e v vveeenenenncnannnnns 135,638 148,340 165,031 182,990

Unit value (per dozen)

China. o v e e e eeea, $8.18  $7.30 $7.26 $7.87

Taiwan.,.veeseeeessseecnnnnnns . 10.34 10,10 11.17 12,93

Korea......ovviiiiiiininneennns 11.32 11.52 11.83 13.99

All other countries 1/.......... 12.06 12,31 13.80 14,27
Average....ovveeerirennnns .. 10.43 10.12 ©10.13 11.27

.1/ Primarily Hong Kong.

2/

C.i.f., duty-paid value.

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

Unit values of imports from China first declined during 1985-87, then
rose markedly in 1988 to .$7.87 per dozen, still 4 percent below their 1985
level. The unit values of imports of sewn cloth headwear from all sources
declined slightly during 1985-87, then climbed dramatically in 1988. This
reflected notable increases in the unit value of imports from all three
specified countries, but particularly imports from Korea, whose unit values
increased by 18 percent between 1987 and 1988,

Sport and casual hats.--Imports of hats from China generally showed the
same trend as imports of hats from all sources during 1985-88, except that
imports from China experienced a considerable decline in 1986, to '
190,000 dozen, before recovering strongly in 1987 (table 23). The surge in
1987 was lessened somewhat in 1988; overall imports, however, were still
34 percent higher than they had been in 1985. This overall increase occurred
_ primarily because of steady increases in imports from China and, until 1988,
Taiwan.,
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Table 23
Sport and casual hats: U.S. imports from China, Taiwan, Korea, and all other
countries, 1985-88 :

Source 1985 1986 1987, 1988

Quantity (1,000 dozen)

China.....vvvivevennnns ceesees . 223 190 279 303
TaiWaAN. .. v tnevertoevenvovsnneos 71 107 132 119
Korea....eoevevnvveeenns cesevaes 141 156 ' Kk ok 164
All other countries 1/........ .o 22 25 k%% 27

Total.. e eneeenencnons . 457 478 580 __612

Value (1,000 dollars) 2/

China. v eeeniereeeeennennnneans 1,767 1,696 2,531 2,817
TaiWAN . e et e teeveeeeseonnoansonn 633 1,289 1,353 1,869
e o =T 1,756 1,765 Kkk 2,013
All other countries 1/...... e 220 276 adal 255
Total...iviiiveeennnns eeeses 4,376 5,026 5,971 6,954

Unit value (per dozen)

China....vieerinnceesenennncanns $§7.92 $8.94 $9.07 $9.31
Taiwan....oviiiviinnionnneenenens 8.92 12.01 10.25 15.76
Korea..ioveeierreinenononencnnns 12.45 11.31 kel 12.27
All other countries 1/.......... 10,00 10.86 bl 9,50

Average....cocivriieennnanes .o 9.58 10.51 10.29 11.36

1/ Primarily Hong Kong.
2/ C.i.f., duty-paid value.

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

Unit values of imports of hats from China climbed steadily throughout the
1985-88 period, increasing by 18 percent from their 1985 level, The unit
value of imports from all sources also rose to an equal extent. Declines in
unit values of Korean hats were offset by increases in the unit values of hats
from China and Taiwan.

Sport and casual caps.--Total imports of caps showed a consistent
increase, of 66 percent, during the period of investigation, with the largest
rise coming between 1986 and 1987 (table 24). Imports from China mirrored
that trend in direction but increased more strongly in 1988, so that 1988
imports were more than triple the 1985 total. Unit values of imports
generally increased, except for imports from China, which were much more
variable than the overall trend; they dropped by 11 percent in 1986 before
moving upward in 1987 and 1988, to just below their 1985 level., In 1988, the
spread between the unit value of Chinese cap imports and those from Taiwan and
Korea was substantially greater than in 1985.
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Table 24 N
Sport and casual caps: U.S. imports from China, Taiwan, Korea, and all other
countries, 1985-88 ' : .

Source _ . . 1985 - - 1986 1987 1988

Quantity (1,000 dozen)

China....... e, . 962 1,032 2,589 3,070

TaiWan. .oeeeeeeetoesoacoses oeee 2,315 2,819 3,261 03,327

Korea....oovoeuennu ceereae A 1,386 21,432 1,401 1,511 -

All other countries 1/...... - 123 106 47 53
Total 2/....u... P 4,785 5,389 7,297 7.961

Value (1,000 dollars) 3/

China.....ovvvvevnnnnen, ceeveees 7,763 7,453 . .19,012 - 23,934
Taiwan............ e veeen 19,778 27,026 30,968 . 33,763 .
KOT@a. . vt vviiinennnnnnnnns veee. 12,019 12,828 13,398 16,252 -
All other countries 1/....... ee. 1,014 942 508 449
Total 2/..... eeeeeeneeeane. 40,574 48,248 63,886 74,398

Unit value (per dozen)

China.......... teieesasenoen vees $8.07 §7.22 $7.34 $§7.80
TaiWan. i vveesviennoseonaons weese 8.54 - 9.59 9.50 10.15
'Korea .......... G eeeenranaea creen 8.67 8.96 9,57 - 10.76.
All other countries 1/...... e 8.24 8,89 10,81 8,47

AVETAZE . v v ernvnnnsnnns Leees 8.48 _ 8.95 8.76 9.35

1/ Primarily Hong Kong.
2/ Because of rounding, figures may not add to the. totals shown
3/ C.i.f., duty-paid value.

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

Visors.--Visor imports from China, Taiwan, and Korea exhibited varylng
levels of increase between 1985 and 1987, with substantial declines thereafter
(table 25). Imports of visors from Ch1na grew slowly in 1986, then almost
tripled in 1987. Imports from other sources: were less erratlc in movement; in
1988, 1mports from Korea returned to,their 1985 level. In general the
increase in overall imports in 1986 can be attributed to a large jump in
1mports from Taiwan (36 percent), whereas that in, 1987 stemmed mostly from
increases in imports from China (180 percent). Unlt values -of imports of
visors from all sources increased gradually. Until 1988, this was also true
of imports from China; however, unit values of these imports dropped off in
that year. Unit values of imports from Taiwan and Korea both showed overall
increases during the period of investigation.
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Table 25
Visors: U.S. 1mports from China, Talwan Korea, and all other countrles,
1985-88

" Source . 1985 1986 1987 1988

Quantity (1,000 dozen)

China..... Ceececeresatrtsesenaen s 92 104 - 291 270
Taiwan.....oeeeeeoes Ceeetreneans 245 332 332 267
Korea.....ooeeveneennnnese ceeane kkk - 139 : *kk Fdk
All other countries 1/......... . ool 25 kkx Kk

Total 2/...ceeenn cereesensen - 464 600 7165 652

Value (1,000 dollars) 3/

Chind...vevvevennnnns e 497 - 569 1,736 1,557

Taiwan........e... ceessseseseess 1,145 1,844 1,894 1,885
Korea........... e eeetseeeeanes *dek 913 ko i
All other countries 1/,...... ceo kk 143 kk L Rkk

Total......... ceessresienen . 2,409 3,469 4,499 4,326

Unit value (per dozen)

Chind...oveenenennnn, .. $5.40 $5.47 $5.96 $5.77

Taiwan...... e Crreeenen. . . 4.68 '5.55 5.71  7.05
Co ) o =T LA 6.56 o Kk ‘ *k%k
All other countries 1/........ .. falada] 5.81 kkk * Kk

Average......ceeeuune ceessss 5,19 5.78 5.88 6.63

1/ Primarily Hong Kong. :
2/ Because of rounding, figures may not add to the totals shown
3/ C.i.f., duty-paid value.

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

Other sewn cloth headwear.--Data on imports of other varieties of sewn
cloth headwear are limited and are heavily influenced by data on imports from
China (table 26). Nor do the data reveal any particular pattern, other than
an abrupt surge in imports in 1987, of 77 percent, followed by an equally
abrupt fall in 1988. Unit values generally dropped for both imports from
China and for total imports during the period of investigation, with the
lowest unit values correlating with the surge in imports in 1987. Imports of
other sewn cloth headwear from Korea, as seen in the table, were negligible.
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Table 26
Other sewn cloth headwear: . U.S. imports from China, Taiwan, Korea, and all
other countries, 1985-88 '

Source - ' . 1985 1986 1987 1988

Quantity (1,000 dozen)

China...cvveveeeneennnannns e kK Fhk ok *kk
TaiWaN. .esevereoersenonesnnsonns K% kkk *h% *kk
KOT@a. . veveerneneoeneanannnn ceen, 2/ 2/ 2/ 2/
All other countries 1/.......... ik Kk ok *k%

TOtal 3/ueevneneeneeneennns 290 281 498 289

Value (1,000 dollars) 4/

China *k ke *dk k% k%

Taiwan......... S ereeees Fdw Fkk fakaldd *kk
KOrea...vuveueerneennnns e 5/ 5/ 5/ s/
All other countries 1/........ N falaia] *kk bl KE%

_Total 3/........ RS ceveeees 1,394 - 1,210 1,935 1,251

Unit value (per dozen)

Chinau..;}.....;.{ .............. § kkk . § *x% $ *** § wx%

TAIWAN ., oo et nenrennnnnnennne kdk . kK% A Kk
KoTea. . veeeivenneennns e eveeee 6/ 6/ 6/ 6/
All other countries 1/....v00cee falakd Kkk ookl fabald

Average...... et teereeaeee 4,81 4,31 3.88"° 4,33

1/ Primarily Hong Kong.
2/ Less than * * *_
3/ Because of roundlng, figures may not add to the totals shown.
4/ C.i.f., duty-paid value.
.5/ Less than * * *,
6/ Not applicable.

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

Adults’ and children’s sewn cloth headwear.--Imports of both adults’ and
children’s sewn cloth headwear, when viewed separately, showed general
increases during the period of investigation, again with the most notable
increases, over 50 percent in the case of children’s sewn cloth headwear,
occurring in 1987 (table 27). The trend in imports from China of adults’ sewn
cloth headwear mirrored that for total imports of such headwear, except for a
. greater rate of growth in 1986. As for children’s sewn cloth headwear,_the
movement in 1mports from China durlng 1985-88 was identical to that for all
1mports
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Table 27

Sewn cloth headwear: U.S. imports from China, Taiwan, -Korea, and all other
countries, by categories, 1985-88

Source 1985 1986 1987 1988

Quantity (1,000 dozen)

Sewn cloth headwear for adults: :
Chind...iveeereeoevoeneonssons . 1,252 1,350 - 3,196 3,520

Taiwan..... Ceteessnesane ceetssens 2,449 3,168 3,413 3,340
o) of = 1A cese. 1,631 1,729 1,679 1,774
All other countries 1/....... .. 163 161 71 -1

Total 2/.eeuienineeenennnnenes 5,494 6,409 8,359 8,706

Sewn cloth headwear for children:

China...evveveene ee e ceesesas 217 . 161 343 . 362
Taiwan..... e teeeeeee et 233 270 334 369
Korea...... e etete e nenen Fkk * k% k% dokk
All other countries 1/......... K&k fakadel fakidad fodakal

Total..vevevieneoens Ceereenes 464 457 695 759

Value (1.000 dollars) 3/

China...vviveeeeeeeesonennnnsns 10,172 9,271 22,230 26,986
TaiWAN . et et eeeeesosnoennnnns . 20,054 27,636 31,759 34,337
Korea. .ooeerineeeeeonenenncannne 14,293 15,357 16,076 18,956
All other countries 1/..... eess 1,269 1,268 631 604 .
Total.eveeerennennnens cirenan 45,788 53,532 70,696 80,883
Sewn cloth headwear for children:
Chind..v.veeeeoenocosnnenonne «eo 1,369 1,208 2,546 2,979
TAIWAN . ettt eeeerecarsescosessse 2,080 2,404 2,995 3,777
Korea..ooeeveeennnonns ceceanne *kdk *kk L] *okk
All other countries 1/......... *hk - kKK : *k % k%
Total 2/....c0.. et eseriennae 3,595 3,848 5.774 7,068

Unit value (per dozen)

Chind...veeeeeeerenecsoeannnones $8.13 $6.87 $6.96 $7.67
Taiwan..eeeeeeeecceees Ceerevene 8.19 8.72 9.31 10.28
Korea...oovieiieeinennnennnnnss 8.76 8.88 9.57 10.68
All other countries 1/......... 7.78 7.87 8.84 8.48

Average......oceeeeeiinnnns e 8.33 8.35 8.46 9.29

Sewn cloth headwear for children:

China....viviiireerneenennnns .. §6.31 §7.51 §7.41 $8.23
TaiWan.. oo eeeeeeeneens ceseasea 8.94 .8.89 B8.96 10.22
Korea...vveeeeeeannn Ceeeeeeenes 7.29 4,71 9.14 9.80
All other countries 1/........ . _10.23 10,13 15,48 12,68

Average........... Cereeerenns 7.74 8.42 - 8.30 9.31

1/ Primarily Hong Kong.
2/ Because of rounding, figures may not add to the totals shown.
3/ C.i.f., duty-paid value.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Unit values of imports of adults’ sewn cloth headwear from all sources
inched upward from 1985 to 1987, then moved up sharply in 1988, to a level.of
$9.29 per dozen. Unit values of total childrens’ sewn cloth headwear imports
also increased overall, with the largest increase coming in 1988. Imports
from China of adults’ sewn cloth headwear generally declined in unit value,
whereas imports from China of children’s sewn cloth headwear became noticeably
more expensive over the period of investigation, with the unit value of 1988
imports rising by 11 percent over the level of the previous year.

Reported imports of wool, felt, fur, and straw headwear are presented in
appendix J.

As a percentage of the volume of all imports of sewn cloth headwear,
sport and casual caps consistently held the largest share throughout the
period of investigation. 1/ With respect to relative unit values, other types
of sewn cloth headwear were the least expensive stylé on a per-dozen basis.
Even though their average .unit values are quite low, such headwear ranged from
‘very expensive hats for the military to cheap, virtually disposable painters’
caps. :

U.S. market penetration by imports

As noted supra, reported U.S. producers’ domestic shipments are believed
to constitute in excess of 70 percent, by quantity, of actual 1987 domestic
shipments. 2/ .In turn, reported imperts account for 56 percent of the
quantity and 46 percent. of the value of total 1987 imports of sewn cloth
headwear, according to official import statistics. Because of the differences
in these percentages, the staff used official statistics to calculate market
penetration ratios for sewn cloth headwear. 3/ The staff used questionnaire
data to calculate U.S. market penetration by imports of hats, caps, visors,
and other styles of sewn cloth headwear because the tariff schedules do not
classify these items separately.

U.S. market penetration by imports (in terms of quantity) of sewn cloth
headwear increased from 68 percent in 1985 to 73 percent in 1988 (table 28).

1/ This-can be seen by comparing tables 23 through 26 to table I-1, app. I.

2/ According to estimates by the petitioner, reported 1987 U.S.-produced
domestic shipments represent 97 percent of actual 1987 domestic shipments.
See petition, app. 28. .As those estimates are limited to shipments by firms
then known by the petitioner to produce sewn cloth headwear, they are believed
to be understated because during the course of the investigation staff
subsequently identified numerous sewn cloth headwear producers that are not on
that list. Staff also discovered that several firms, identified as sewn cloth
headwear producers by the petitioner, did not produce such headwear; on
balance, however, staff be11eves petltloner s totals to be 51gn1f1cant1y
understated..

3/ Because of the use of offlclal statlstlcs, import penetration ratios for
sewn cloth headwear are somewhat overstated. Market penetration by 1mports of
sewn cloth headwear, calculated using questionnaire data, is presented in

app. K.
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Table 28 . .
Sewn cloth headwear: U.S. producers’ domestic shipments, imports from China,
Taiwan, Korea, and all other countries, and apparent consumption, 1985-88

Source __ 1985 1986 1987 1988

Quantity (1.000 dozen)

U.S. producers’ shipments....... 6,192 6,279 6,306 . 6,081
Imports from--
China...ovvveveeevenonnss cesan 2,913 3,552 6,207 6,539
Taiwan. oo svenans IR 4,334 5,248 4,743 4,338
o} o =Y 3,194 3,498 - 3,461 3,534
All other countries 1/..... e 2,558 2,365 1,888 1,819
B e oF- 1 12,999 14,663 16,298 . 16,230
U.S. consumption....eeeseesceces 19,191 20,942 22,604 22.311
Share of sumpti uantit ercent) 2
U.S. producers’ shipments....... 32.3 . 30.0 27.9 27.3
Imports from—- o : '
China...vveeerivrenescnasnnee . 15.2 17.0 . 27.5 29.3
TaiwaN..oeeessoenaas e reaens 22.6 25.1 21.0 19.4
Korea..eveeeeeveoeenssisonens . 16.6 - 16.7 . 15.3 - 15.8
All other countries 1/........ 13.3 11,3 8.4 8,2
Total 3/..civinnnnns cevass . 67.7 70.0 - 72.1 72.7

Value (1,000 dollars) 4/

U.S. producers’ shipments....... 162,223 166,303 172,064 . - 183,791
Imports from-- . .
China..coeseeeeeensoossaneeone 23,836 25,936 45,049 51,489

Taiwan....eeeeeeevees caeresens 44,810 52,996 52,978 56,107
Korea.....oeevvevnnn sesesesenn 36,142 40,287 40,950 . 49,431
All other countries 1/........ 30,850 29,121 26,053 . 25,963
Total ...ovvvunnnes seeewsess 135,638 148,340 165,031 182,990
U.S. consumption........eovvvnen 297,861 314,643 337,095 366,781

Share of consumption value (percent) 2/

U.S. producers’ shipments....... 54,5 52.9 51.0 50.1
Imports from-- .
China...vovveevnennnnns ceesens 8.0 8.2 13.4 14.0
Taiwan. .o ceeesnsoncessrtsnonnas 15.0 16.8 . 15.7 - 15.3
o of - F 12.1 12.8 12.1 13.5
All other countries 1/........ 10.4 9.3 7.7 7.1
Total 3/..iiiinneennreennens 45.5 47.1 49.0 - 49.9

1/ Primarily Hong Kong.

2/ Because of the use of official import statistics, import shares are
somewhat overstated and U.S. producers’ shares are somewhat understated,

3/ Because of rounding, figures may not add to the totals shown.

4/ Value of U.S. producers’ shipments is f.o.b. point-of-shipment; value of
imports is c.i.f., duty-paid.

Source: U.S. producers’ shipments compiled from data submitted in response to
questionnaires of the U.S. International Trade Commission; imports compiled
from official statistics of the U.S. Department of Commerce.



A-65

Imports from China also increased their market share throughout the 1985-88
period, nearly doubling it from 15 percent in 1985 to 29 percent in 1988.
Overall, Korea and Taiwan generally. decreased their shares of the U.S. sewn
cloth headwear market during the period of investigation.

For .imports from China and as a whole, trends in U.S. market penetration
by imports in dollar terms were similar to those in quantity terms. Over the
period of investigation, imports from Korea and Taiwan, however, generally
showed a steady rise in their market penetration in terms of value, reflecting
substantial increases in the unit value of those imports.

Sport and casual hats.—-In térms of quantity, U.S.-produced shipments of
hats as a share of apparent consumption fluctuated, at between 34 and
* * * percent of the market during the period of investigation (table 29).
U.S. producer shares were, however, a bit lower in 1988 than in 1985. The
share of Chinese imports of hats in apparent U.S. consumption peaked at
36 percent in 1987 before dropping off sharply in 1988.

When viewed in value terms, U.S. producers also lost several percentage
points of market share over the 1985-87 period before recouping most of that
loss in 1988, ending up with a share of 52 percent. Despite a small surge in
market share in 1987, with respect to both quantity and value, imports of hats
from China ended up with only a slightly greater share of the market in 1988
than they had possessed in 1985.

Sport and casual caps.--As shown in table 30, imports of caps increased
their penetration of the U.S. market, in terms of quantity, from 50 percent in
1985. to 63 percent in 1988. China once again made the strongest gdins, with
its most marked inroads being made in 1987, when it captured over 18 percent
of the market, compared -with 9 percent in 1986. Taiwan was still the largest
foreign presence, however, with a consistent 27- to 29-percent share of the
U.S. market throughout the period of investigation.

Trends in relative market shares, when seen in value terms, were
virtually identical to those based on quantities. When viewed in value terms,
however, U.S. producers’ U.S. market share in caps was higher, -as it was for
other headwear styles.

Visors.—--For visors, relative movements in market shares were different
depending on whether viewed in terms of quantity or value (table 31). 1In
terms of quantity, a small shift to U.S. producers occurred during the
investigation. period, with such producers going from accounting for 23 percent
of the market in 1985 to over 27 percent in 1988. By 1988, Taiwanese
producers also held nearly a third of the market, with other sources,
including China, competing for the remainder. In value terms, however, U.S.
producers, after losing a few percentage points of market share at the
beginning of the period, virtually recaptured that share by the end of the
period, with much of the gain coming at the expense of Taiwan. As with other
types of sewn cloth headwear, with respect to visors, China’s largest gains
came in 1987; in that year, China gained 19 percent of the market in value
terms, compared with * * * percent in 1986,
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Table 29 .
Sport and casual hats: U.S. producers’ domestic shipments, shipments of
imports from China, Taiwan, Korea, and all other countries, and apparent
consumption, 1985-88

Source 1985 1986 1987 1988

OuantitV (1,000 dozen)

U.S. producers’ shipments....... wdek laheked 334 . 325
Shipments of imports from--
China.......... e iseea e 216 265 355 271
Taiwan., . vevevenreenas ceeenn .o 69 105. 129 114
cKorea.iiiisriiiinesansanenasess 160 162 152 . 168
All other countries 1/...v00.. . 23 26 25 27
Total 2/..cieiiienirncnnnnss 468 558 __661 580
U.S. consumption...eeveeeeeeeees _ %%% kkk - 995 905

Share of consumption quantity (percent)

U.S. producers’ shipments....... ek k% 33,6 35.9
Shipments of imports from--
China..vvvveovevovossonnnsnons kel k% 35.7 29.9
Taiwan.......... Creeteeenreea. . KEX *k%x 13.0 12.6
Korea...ovieverreossesnsnsnona i kK 15.3 18.6 -
All other countries 1/........ fadalad kkk 2.5 3.0
Total ...... Cetereiiesrseens ok kkk 66,4 64,1

Value (1,000 dollars) 3/

U.S. producers’ shipments....... Kk ok 8,266 8,569
Shipments of imports from—-
China....vivvnvreensnnsnansses 2,511 2,841 3,803 3,089
Taiwan...... Cetreetecesaenaans 1,037 1,663 2,108 1,809
(oY of =T L 3,284 3,077 3,060 2,838
All other countries 1/........ 250 292 298 304
Total 2/ eeiveerennionscanns 7,082 7,874 9,270 8,039
U.S. consumption......... ceeeann fadall *k% 17,536 16,608

Share of consumption value (percent)

U.S. producers’ shipments..... .. kx% kkd 47.1 51.6
Shipments of imports from--
China......ooeveee e iieesesens Hak *h% 21.7 18.6
Taiwan...oieeeeiieeeereoennonns HEk el 12.0 10.9
KOT@a. v veerrnnannn whx ko 17.4 17.1
All other countries 1/........ ek k kkk 1.7 1.8
Total......... e aaaas . ek kkk 52.9 48.4

1/ Primarily Hong Kong.
2/ Because of rounding, figures may not add to the totals shown.
3/ F.o.b. point-of-shipment.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 30

|Sport and casual caps: U.S. producers domestic shipments, shipments of
imports from China, Taiwan, Korea, and all other countries, and apparent
consumption, 1985-88 o - -

Source - 1985 1986 1987 /1988

Quantity (1 000 dozen)

producers’ shipments....... 4,694 4,715“ 4 768 4,733

U.s.
Shipments of imports from--
China...oeeeeenses ceeeans cenes 771 869 - 2,088 2,921
TaiWaN. . v veenenronsronsns S 2,496 2,864 3,253 3,465
KOTea. . ivevevnonnnanine teerean - 1,336 ‘1,336 - 1,382 1,475
All other countries 1/..;.;‘.. . 87 86 - - 27 - 18
-~ Total 2/..... P veeee 4,690 5,154 . 6,750 7,878
U.S. consumption...eeeevneeeenns 9,384 9,869 11,518 12,611
Share of consumption quantity (percent)
U.S. producers’ shipments....... 50.0 47.8 41.4 . 37.5
Shipments of imports from—- : :
China....voeeuivsennrennnnns .. 8.2" 8.8 18.1 23.2
Taiwan....oeeeersveneenns e 26.6 29.0 . 28.2. 27..5
(o ol =T 14,2 .. --13.5 ~ 12,0 11.7
All other countries 1/........- 0.9 - 0.9 0.2 0,1
o ) 50.0 52.2 58.6 62.5
Value (1,000 dollars) 3/
U.S. producers’ shipments....... 133,499 136,393 140,453 149,768 .
Shipments of imports from-- ' : - )
China..eevevoooesonnas ceeeeees 7,596 10,787 29,406 38,821
Taiwan....... P eeeeas eee 33,840 40,456 48,083 51,310
Korea..... e et eaaaas e 18,574 . 19,111 - 20,158 22,347
All other countries 1/........- . 1,307 1,124 . 366 . 291
Total 2/...... ceeesnn cheeee. 61,318 © 71,479 98,014 112,770

U.s.

consumption............ ee.. 194,817 207,872 238,437 262,538

Share of consumption value (percent)

U.S. producers’ shipments...... . 68.5 65.6 ° 58.9 57.0 .
Shipments of imports from--
China........... e eieeeen cesae 3.9 5.2 12.3 14.8
TaiWan. . veevereseeoacnns cienen 17.4 19.5 20.2 19.5
Korea...oivivedineeeniennnnaes 9.5 .. 9.2 - 8.5 8.5
All other countries 1/........ 0.7 0.5 0.2 0.1
Total .ivvinnienenrennnens - 31.5 34.4 41.1 3.0

1/ Primarily Hong Kong. - .
/ Because of rounding, figures may not add to the totals shown.
/ F.o:b. point-of-shipment. '

Source: Compiled from data submitted in response to questionnaires of the

U.S.

International Trade Commission.
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Table 31 :
Visors: U.S. producers’ domestic shipments, shipments of imports from China,‘
Taiwan, Korea, and all other countries, and apparent consumption, 1985-88

Source . 1985 1986 1987 1988

'A.Aanntitv (1,000 dozen)

U.S. producers’ shipments....... 144 ke 222 - 233
Shipments of imports from-- : 4 :
China..evevanneenes cetieeseees - 85 118 244 250
Taiwan.....eeeeeeones reereanes 264 - 329 - 304 253
Korea.....evvvu Ceeteisesanean 116 106 120 103
All other countries 1/........ 14 kK : 6 14
Total ...... Ceeeeeriereeaen. __478 Khk 673 619
U.S. consumption....ceovevececses 622 fabakad _895 852
Share of consumption gquantity (percent)
"U.S. producers’ shipments....... 23.2 Fokok 24,8 27.3
Shipments of imports from-- o " oo
China..ecvevvnns ceeees sreseens 13.7 kkk 27.3 _ 29.3
Taiwan..ouvseooeesns . . . T 42,4 Fkk 34.0 29.7
Korea....ovvnt et eraireean 18.6 kkk ‘ 13.4 12,1
All other countries 1/.. .o 2.3 Kk 0,7 1.6
Total ..... Cieeeas veesessee. _16.8 Ak 75.2 72.7

Value (1,000 dollars) 2/

"U.S. producers’ shipments....... 5,200 _ k% - 6,214 . 6,992
Shipments of imports firom—- - ' -
China.......... et reesenseans 819 - 1,165 2,319 2,381
Taiwan. .oeeevieeeonss N 2,299 3,041. 2,862 2,557
Korea...ovvvvvvinnnenenns e 960 834 .. 933 871
All other countries 1/........ 115 Sk %k 61 128
Total .oovivvunns feeerenanes 4,193 kkk 6,175 5,937
U.S. consumption......... cveeess 9,393 - wkk 12,389 12,929
Share of consumption value (percent)
U.S. producers’ shipments...... . 55.4 *%% . " 50,2 54,1
Shipments of imports from-- ' ' : :
China....o..n. Ceseeeseraas cees 8.7 kkk 18.7 18.4
Taiwan........ Cereceseennes ces 24.5 ik 23.1 19.8
Korea......... Ceseresseannnn 10.2 nkk 7.5 6.7
All other countries 1/..... .. 1.2 * kK 0.5 1.0
Total .ivveiieieennnennnonas 44,6 kK 49.8 45.9

1/ Primarily Hong Kong.
2/ F.o.b. point-of-shipment.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Other sewn cloth headwear.--Unlike the U.S. markets for hats, caps, and
visors, U.S. producers thoroughly dominated the market for other styles of
sewn cloth headwear throughout the period of investigation (table 32). 1In
value terms, U.S. producers increased their share of the market, peaking at
nearly 90 percent in 1988, China, the largest foreign supplier of these .
headwear styles, saw its share of the market decline steadily in value terms
during 1985-88. The market share of imports from other sources (primarily
Taiwan) also tended to fall. ’ :

Adults’ and children’s sewn cloth headwear.--Although, as noted infra,
U.S. producers’ shipments of children’s sewn cloth headwear are very limited,
U.S. firms did manage to increase their market share over the period of
investigation, topping out, in value terms, at * * * percent in 1988
(table 33). Even so, importers’ market share of this product exceeded
80 percent, by any measure, throughout 1985-88. Relative producer and
importer market shares of adults’ sewn cloth headwear, and movements in those
shares, were similar in magnitude and-direction to those for all categories of
sewn cloth headwear when viewed in their entirety.
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Table 32

Other sewn cloth headwear: U.S. producers’ domestic shipments, shipments of
imports from China, Taiwan, Korea and all other countries, and apparent
consumption, 1985- 88

Source 1985 1986 1987 1988

Quantity (1,000 dozen)

U.S. producers’ shipments....... Kk kkk 982 . 790
Shipments of 1mports from-- _ ' ‘ '
China.....ooiveevnannes ceeeees 248 174 - 229 : 221
Taiwan......... ceeeaves cevenen 55 - 40 . - 38 39
Korea.....vueeveeenenene ceseee 2/ -2/ 2/ 2/
All other countries 1/ ..... cee 14 __ 22 5 3 __
Total..eeeeeoonnnnnenn ceeene 317 236 272 263
U.S5. consumption.....eeeeeeceens fudokid ‘ kkk 1,254 1,053
Share of consumption quantit erce
U.S. producers’ shipments....... Fokok *k% 78.3 75.0
Shipments of imports from--
China...eeeveosss Cherseernaane el falahed 18.3 21.0
Taiwan...eeeeeeess cereen ceeend kel *kk 3.0 3.7
Korea....oeeoeees ceetesseseanen 3/ 3/ -3/ 3/
All other countrles 1/ ces ol *k% 0.4 0.3
Total........ Ceteeens ceesaes *x% fakokal 21,7 5.0

Value (1,000 dollars) &/

U.S. producers’ shipments....... el kk%k 17,132 18,462
Shipments of imports from-- '
China..vieeeveenannnas ceeaas .o 1,713 1,456 1,538 1,545
Taiwan..seeeeaess ceenes teeenen 690 449 468 518
Korea.....ooov. £t ieennnnen ve 5/ 5/ 5/ 5/
All other countries 1/........ 96 155 40 27
Total..... Cerenssaas ceteenee 2,499 2,060 2,046 2,090
U.S. consumption....... S ... S kK% 19,178 20,552

Share of consumption value (percent)

U.S. producers’ shipments....... ol *hk .89.3 89.8
Shipments of imports from-- A
China...vieiviveneennnns veeen Kkk *kk 8.0 7.5
Taiwan......... ceeees ceevenns . kkx kkk 2.4 2.5
KoTea..ovevvuvunnnnn. Creeee 3/ 3/ 3/ 3/
All other countrles 1/ ..... . kk% * %k 0.2 0,1
Total.....vvvueennnns ceseen *k % Tk 10.7 10.2

1/ Primarily Hong Kong.

2/ Less than * * *,

3/ Less than * * %

4/ F.o.b. point-of-shipment.
5/ Less than * * *,

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Sewn cloth headwear: U.S. producers’

by categorles, 1985-88
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domestic :shipments, shipments of imports
from China, Taiwan,- Korea, and all other countrles, and apparent consumptlon,

Source : - 1985

- 1986

1987

1988

Sewn cloth headwear for adults:
U.S. producers’ shipments.....
Shipments of imports from--

China...eeerevonreceensoesns
TaiWaAN. e v e eevneoennosossoee
Korea...oeeeeoeeoesosaansone
All other countries 1/......

Quantity (1,000 dozen)

*kk

Total...;................,

U.S. consumption..i...ceveese.. 11,
Sewn cloth headwear for

children:

U.S. producers’ shipments.....

Shipments of imports from--
Chind...veeeereneevonoovions
TaiWwan..eevedeeeeeeneasonens
Korea.....ooviveniennnnnnens
All other countries 1/......

.Totél...;.....:,.....,..

ors k% fok %k
Hdk. k% kK Kk
Kk *h*k k% Ckkk
K% xkk Kk k | kkk
K% k% xkk - - kK
Kk *kk k%% K kK
662 12,221 13,989 . 14,737
A%k *kk . Fkk kK
*kk Kk CKkk *kk
Kkt Kk *%k sk
ks Kk *k%k Kkk
*hk kK kkk kK -
*kk Kk ¥k ok k *k %k
421 561 645 653

'U.S. consumption........ii....

Sewn cloth headwear for adults:

- U.S. producers’ shipments.....:
Shipments of imports from--

China..iviveeenersoeonennnas

TaiWan. i v et iersocasasioas

Korea...ioieiiiiienenennsnns

All other countries 1/......

.-__Share of consumption quantity (percent)

s Total 2/ ivivennecnnennnas
Sewn cloth headwear for )
children:
U.S. producers’ shipments.....
Shipments of imports from--
ChinB..vveveeeenenonennnenns
TaiWan. . .vvereeensvsncovensse
Korea. . iveieernnenroeonnons
All other countries 1/.:....

Total 2/...cvvveenn.n.

k%% *kk - *kk fokk
*kk *k% %k *kk
*kk *kk *kk % fek
k% *kk *kk *kk
*kk kk¥% Hh%k * %%k
kkk kkk Xk kkk
kk% kkt hkk k%%
kk ¥k *k¥k T3 Tkk
k% . Kk ik k% Ckkk
1T *kk hkk k%%
%k k% xk% kX
*k % *kk k% fekk

Footnotes presented at end of table.
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Table 33--Continued _ . :

Sewn cloth headwear: U.S. producers’ domestlc shlpments, shipments of imports
from China, Taiwan, Korea, and all other countries, and apparent consumption,
by categories, 1985-88

Source 1985 1986 1087 1988

Value (1,000 dollars) 2
Sewn cloth headwear for adults: ' o

U.S. producers’ shipments..... ok *kk akaled *kk
Shipments of imports from-- o ' :
China.'l..'.“l.........'.'. *** *** . *** ***
TaiWan. ..o vesreseoncecnnss *Rk *kx ekl kK
KOT@A..revivensvonssasocaons . kE% el *kk *kk
All other countries 1/...... *hk kel KRk kAR
Total..eivievnoseeseoncnes k% kkk fadadd : kK k

U.S. consumption....,eeeess... 230,860 244,236 276,955 301,882
Sewn cloth headwear for . ' .

children: , o
U.S. producers’ shipments..... - ke Kk % o kkk *kk
Shipments of imports from—- ' . _ '
Chind....ieveveenocensonnnns CkKE o Kk *kk kK%
TaiWan.. ... eeeeeecsssonsvoas wdck . kE% L kRk *hk
KOT@A. v vvvtenennrennsonnnns kkk kkk *kk kkk
All other countries 1/...... kk *k % ' kk . *kk
. Total.eueeneeoneonocenns ki kkk. hkk k%
U.S. consumption....eesseceess 6,437 8,381 10,689 - 11,683 {

Share of consumption value (percent)

Sewn cloth headwear for adults:

U.S. producers’ shipments..... *kk kkk hkk bl
Shipments of imports from-- : :
Chind...veeeeeeeoonononnnnas T kY Ckkk LkEK L
TaiWan. . veeeeevosvoeranones Rk Rk kR *dkk
KOTBa. et veveeosoonoonnnonons Fhk kkk k% kA
All other countries 1/...... ___ *%* ik fakak *k*
Total 2/....... ceceseenans Fkw C KRk T Kk kK
Sewn cloth headwear for '
children:

U.S. producers’ shipments..... LAl JkkR Rk L kR

Shipments of imports from-- oL .
China.....veveviernecencanns kkk kkk Kk kkk
TaiWan. . veeveoeoooerosnsocss ek *k%k *kk dkk
Korea........ Ceeeeetetenen k% kkk L kkk
All other countrles 1/...... fakidid fadodad : fukaded k%
Total 2/.. i iineeecnnne L i L L

1/ Primarily Hong Kong. :
2/ Because of rounding, figures may not add to the totals shown
3/ F.o.b. point-of-shipment. : ‘

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



A-73

Information on the market penetration of imports of wool, fur, felt, and
straw headwear is presented in appendix L.

Prices

Market characteristics.--The prices of different sewn cloth headwear
products vary according to differences in the style of the headwear, in the
type and amount of cloth in the headwear, and in the degree of decoration or
embroidery. The cost of decoration at times can equal or exceed the cost of
the undecorated hat or cap. Thus, the prices of caps can differ substantially
on the basis of complexity of the decoration or embroidery, including the
number of stitches, the variety of colors, the type of imprinting, and the
volume ordered. Decorations have become more intricate; use of multiple
colors more common; emblem imprints applied by puff printing more attractive;
and caps themselves more decorative in material and color, all with an impact
on price and on perceived quality.

Questionnaire responses to the question of comparative quality of
domestic caps versus caps imported from China reflect mixed views. Six
importers stated that the domestic caps and visors cost more but that they are
of much better quality. Five other importers said that the Chinese caps were
viewed by their customers as better quality than the domestic product.
Fourteen other importers responded that differences in quality between the
domestic and imported caps were not a significant factor.

Eight domestic producers stated that differences in quality between
domestic and imported Chinese headwear were a significant factor in their
sales. Six noted better quality material and workmanship in the domestic
product, - Five listed the lower price of the Chinese caps as a significant
advantage for the importers. Five said quality differences were not a
sighificant factor. '

Most U.S. producers reported selling their headwear from price lists,
whereas the majority of importers reported that they did not use price lists.
Those firms selling from price lists indicated that the list prices are
generally adhered to. Both U.S. producers and importers typically quote
prices f.o.b. their U.S. plants or warehouses and offer similar payment terms,
net 30 days or 2 percent 10 days, net 30.

Questionnaire price data.--The Commission requested net U.S. selling
prices .and quantities for two mesh adult baseball caps, one undecorated and
one decorated, and two woven, full-cloth adult baseball caps, one undecorated
and one decorated. U.S. producers and importers were requested to report the
f.o.b..price data separately for sales of these products to premium account
end users, ad specialty distributors, and to retailers. The price data were
requested for each firm’s largest sale, by quarter, during the period January
1986-December 1988. 1In addition, the quantity and value of total sales during
each quarter was requested. The four products for which the price data were
requested are identified below.
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PRODUCT 1: ADULTS’ MESH BASEBALL CAP, PLAIN-- Polyester, knit
front, baseball-type cap, undecorated, foam-backed with sides and
back of polyester or nylon mesh, or of foam—backed polyester knit
of the same material as the front.

PRODUCT 2: ADULTS’ MESH BASEBALL CAP, DECORATED OR EMBROIDERED--
Polyester, knit front, baseball-type cap, embroidered directly on
the patch or cap, foam-backed with sides and back of polyester or
nylon mesh, or of foam-backed polyester knit of the same material "
as the front.

PRODUCT 3: ADULTS’ TWILL OR CORDUROY CAP, PLAIN--Woven twill or
corduroy fabric baseball-type cap, undecorated.

PRODUCT 4: ADULTS’ TWILL OR CORDUROY CAP, DECORATED OR
EMBROIDERED--Woven twill or corduroy fabric baseball- type cap, -
embroidered directly on the patch or cap.

Thirteen U.S. producers of sewn cloth headwear and 26 U.S. importers of
the subject foreign products reported the requested price data but not for
each product, class of customer, or period. The reported sales quantities for
the four specified headwear products accounted for 69.9 percent of total
reported U.S. domestic shipments of sport and casual caps (based on
questionnaire responses) of the subject headwear sold during January 1986-
December 1988 and 8.8 percent of total U.S. shipments of these imported
products from China during this period (based on questionnaire responses).

Price trends.--Price trends for the domestic and subject imported
sewn cloth headwear are based on indexes of the reported quarterly weighted--
average net f.o.b. selling prices of undecorated mesh baseball caps (product
1) and undecorated cloth twill or corduroy baseball caps (product 3) sold to
premium-account end users, to ad specialty distributors, and to retailers
during January 1986-December 1988. The net weighted-average selling prices
were based on total sales values and volumes of the specified products to each
type of -purchaser. Indexes of these prices are shown in table 34 for
U.S.-produced caps and in table 35 for imported Chinese caps. The wide
variety in types of decorations on baseball caps and the associated
differences in costs to the purchaser prevent any meaningful analysis of the
trend in the prices of decorated mesh and cloth baseball caps (products 2
and 4). Weighted-average prices of decorated baseball caps based on
questionnaire responses reveal no discernible trends but in many quarters do
reflect sharp, random movements in average prices, which appear to reflect the
price effect of differences in decoration between various caps.

United States.--Weighted-average prices of the subject domestic
caps sold to ad specialty distributors reflect a downturn in price level
followed by an upturn in 1988. Prices to retailers reveal an erratic pattern.
Price data on sales of Product 1 caps to premium account end users were
received for only two widely separated quarters; no trend analysis is possible
(table 34). 1Indexes of the weighted-average net f.o.b selling prices of
domestic undecorated mesh baseball caps (product 1) to ad specialty
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Table 34 . .

Sewn cloth headwear: Indexes of weighted-average net U.S. f.o.b. selling
prices of sewn cloth headwear produced in the United States, by types of
customer, by specified products, and by quarters,

January 1986-December 1988 1/

Sales to premium Sales to ad specialty

account end users distributors Sales to retailers
Period Prod, 1 Prod, 3 Prod. 1 Prod, 3 Prod. 1 Prod. 3
1986: :
Jan.-Mar.... 2/ 2/ 100 100 100 100
Apr.-June... 2/ 2/ 100 101 101 98
July-Sept... 2/ 2/ - 99 ' 94 100 106
Oct.-Dec.... 2/ 2/ 96 . 94 100 95
1987:
Jan.-Mar.... 2/ 2/ 97 ' 96 126 101
Apr.-June... 100 2/ 98 N 100 125 98
July-Sept... 2/ 2/ 97 _ 90 124 106
Oct.-Dec.... 2/ 2/ 98 ' 81 126 95
.1988: B .

Jan.-Mar..... 2/ 2/ 106 4 95 - 126 100
Apr.-June... 99 - 2/ 105 : 101 125 97
July-Sept... 2/ 2/ 105 92 116 104
" Oct.-Dec.... 2/ 2/ © 105 ’ 101 140 95

1/ The price indexes were based on total sales of these products to premium
accourit end users, to distributors, and to retailers.
2/ No price data were reported.

Note. —- January—March'1986=100, unless otherwise specified.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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distributors reflect a 4-percent downturn in 1986; a rather flat price level
in 1987, 2 or 3 points below the base-period price; and then an increase of

9 percent in January—March 1988 . that basically held durlng the.balance of the
year at 5 points above the base—perlod level, The price trend for domestic
twill or corduroy baseball caps (product 3) also reflects a.-downturn in 1986
and an upturn during January-June 1987, but then a sharp decline to a level

19 percent below the base period in October-December 1987. The price level
jumped to an index of 95 in January-March 1988 and was erratic during the
balance of the year but -ended the subject period a p01nt -above the base-perlod
‘Price level.”

fWeighted—aVerage domestic prices of-.mesh baseball caps sold to retailers
reveal a flat trend in 1986, then a sharp upturn to a level about 25 percent
above.the base period through April-June 1988. The price level fell by
7 percent in July-September but jumped to 40 percent above the base-period
price in October=December- 1988.  The- quarterly prices-of twill or-corduroy -
baseball caps reflect a mixed pattern, moving up, then down, roughly 5 to
6 points above or below the base—perlod price in each year, ending -the subJect
time period 5 percent below the level in January—March 1986.

China.--Prices of imported Chinese caps (product 1) sold to
premium-account end users show an uptrend, but prices to ad specialty
distributors and retailers show an irregular downtrend. Indexes of product
3-type caps reflect an upturn punctuated by marked. price drops. Indexes of
the weighted-average net f.o.b. selling prices of imported Chinese mesh
baseball caps (product 1) to. premium-account end users show.a flat trend in
1986, a 10-percent decllne in January-June 1987, and a.sharp upturn in .
July—September of that year to 5 points above the base—perlod prlce, a level
that held through 1988 (table 35). No data were received on prices of
undecorated twill or corduroy baseball caps (product-3) imported from China.
and sold to premium account end users. Importers stated that such purchasers
do not buy undecorated caps. S r R e

Indexes of prices of Chinese mesh baseball caps (product 1) sold to ad
specialty distributors reflect a 4-percent downturn in 1986, a recovery and:
upturn in 1987 that peaked in July-September at a level 16 percent above the
base period, and then a downturn in October-December that continued in 1988 to
a period low in April-September, 25 percent below the period high. In
October-December 1988, the price level jumped to an index of 99. The price
indexes of undecorated Chinese twill or corduroy baseball caps (product 3)
sold to ad specialty distributors reveal a flat trend through September 1986,
then a sharp downturn to a period low of 84, The price index turned up
29 percent during the period January-June 1987 to a 1987 high of 108 before
sliding to 86 in October-December. The price level recovered in January-March
1988 and moved to a period high of 118 in April-June, before the trend
reversed to end the subject period 7 percent below the base-period price
level.
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Table 35 .

Sewn cloth headwear: Indexes of weighted-average net U.S. f.o.b. selling
prices of sewn cloth headwear imported from China, by types of customer, by
. specified products, and by quarters, January 1986-December 1988 1/

Sales to premium Sales to ad specialty

account end users distributors - Sales to retailers
Prod. Prod. Prod. Prod. Prod. Prod.
Period 1 . 3 1 3 1 3
1986:
Jan.-Mar.... 100 2/ 100 100 100, 100
Apr.-June... 100 2/ 102 ~ 100 111 162
July-Sept... 100 2/ 98 101 94 2/
. Oct.-Dec.... 100 2/ 96 84 100 74
1987: o : ' . i
Jan.-Mar.... 90 2/ 104 96 92 46
Apr.-June... 90 2/ 102 108 88 161 -
July-Sept... 105 2/ 116 108 89 154
- Oct.-Dec.... 105 2/ ‘ 102 86 90 117
1988:- : - A
Jan.-Mar.... 105 2/ 96 107 93 132
. Apr.-June... 105 2/ 87 - 118 88 54
July-Sept... 105 2/ - 88 114 86 . 125
Oct.-Dec.... 105 2/ 99 93 98 132

1/ The price indexes were based on total sales of these products to premium
account end users, to distributors, and to retailers.
-2/ No price data were reported.

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

_Note: January-March 1986=100, unless otherwise specified.

Indexes of weighted-average prices of undecorated mesh baseball caps
imported from China and sold to retailers reflect a mixed pattern in 1986,
then a 12-point downturn in the period January-June 1987. Prices edged upward
through January-March 1988 to an index of 93, then fell to a period low of 86,
but returned to within -2 points of the base-period price level at the end of
the subject time period. Indexes of undecorated twill or corduroy Chinese
baseball caps sold to retailers reveal an erratic pattern of up-and-down price
levels that range from more than 50 points below the base period to more than
60 points above the initial index. Except for the period April-June, the
price indexes in 1988 were roughly 30 percent above the base-period level.

Price comparisons.--Price comparisons between U.S.-produced and
subject imported sewn cloth headwear products are based on the quarterly
weighted-average net f.o.b. selling prices to premium account end users, ad
specialty distributors, and to retailers during January 1986-December 1988.
The price data were based on net f.o.b. selling prices of the largest sale to
each class of customer, weighted by the total quantities of all sales of each
representative product in each quarter in which price data were reported.
Tables 36-46 show the weighted-average quarterly selling prices of the four
representative domestic and imported Chinese baseball caps, by types of
customer, the quantity sold, and the margins of underselling or overselling by
the imported caps from China.
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Product 1, undecorated mesh baseball caps.--Based on

questionnaire responses of U.S. producers and importers, the reported net U.S.
f.o.b. selling price data resulted in two quarterly price comparisons between
the domestic and imported product 1l-type baseball caps sold to premium account
end users (table 36). Both sales were relatively small quantities. Domestic
producers noted that such end users generally purchased decorated rather than
undecorated baseball caps. Both comparisons showed that the imported Chinese
caps were priced below the domestic caps. The Chinese caps undersold the
domestic caps by margins of 814 05 and $15.77 per dozen or by 59 and

65 percent.

Quarterly weighted-average prices of domestic and imported cap product 1
sold to ad specialty distributors provided 12 comparisons. Each comparison
showed that the imported Chinese cap was priced less than the domestic cap
(table 37). The margins of underselling by the imported product ranged from
$4.12 to $8.15 per dozen, or 27 to 49 percent below the domestic prices.

Questionnaire responses provided the basis for quarterly weighted-average
prices that enabled 12 comparisons of domestic and imported cap product 1 sold
to retailers. All 12 price comparisons indicated that the imported Chinese
caps were priced below the domestic caps (table 38). The imported product
undersold the domestic product by margins that ranged from $§7.21 to $16 84 per
dozen, or 34 to 58 percent.

Product 2, decorated mesh baseball caps.--Based on
questionnaire responses of U.S. producers and 1mporters, the reported net u.s.
f.o.b. selling price data resulted in 12 comparlsons between the. domestic and
imported product 2-type baseball caps sold to premium account end users. Each
comparison shows the imported Chinese caps priced below the domestic caps
(table 39). The margins of underselling ranged from $2.61 to $13.57 per
dozen, or from 13 to 52 percent.

Questionnaire responses provided the basis for comparisons of weighted-
average prices of product 2-type caps sold to ad specialty distributors in
each of the 12 quarters of the subject time period. All of these comparisons
reflect underselling by the imported product (table 40). The Chinese caps
were priced below the domestic product by margins that ranged from $4.63 to
$8.90 per dozen, or 22 to 40 percent.
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Table 36

Sewn cloth headyeart Net U.S. f.o.b. selling prices and quantities of
PRODUCT 1 produced in the United States. and imported from China and sold to
premium account ‘end users, and margins of underselllng, 1/ by quarters, January

1986-December 1988 2/

Unlted States : . China '

Margins of ..

Period - .__Price’. . Quantity .- Price Quantity underselling..
: Per<dozen Dozens Per dozen -Dozens Per dozen Percent
1986: :
Jan.-Mar...... = 3/ 3/ '9:50 1,000 3/ 3/

‘Apr.-June..... ' 3/ 3/ 9.50 1,500 3/ 3/
July-Sept..... 3/ 3/ 9.50 2,500 3/ 3/
"Oct.-Dec.w.... 3/ 3/ +9.50 1,500 3/ 3/

1987:

- Jan.-Mar...... -3/ 3/ -8:52 76,000 - 3/ 3/
Apr.-June..... §24.31 342 ©8.5% 77,000 $15. 77 -65
July-Sept-..... -3/ 3/ 10.00 3,500 3/ © 3/
Oct.-Dec...... - 3/ 3/ 10.00 1,500 3/ 3/

1988: '
Jan.-Mar...... 3/ 3/ 1000 2,000 -3/ 3/
Apr.-June..... 24..05 280 10.00 2,500 14.05 59
July~-Sept..... 3/ 3/ 10,00 3,500 3/ 3/
Oct.-Dec..... .3/ 3/ - 10.00 2,000 3/

-3/

1/ Price differences:between the U.S. and 1mported Chlnese products were

calculated as ratios of the-U.S. producers’ prlces

2/ The selling prices are weighted-average prlces based on total sales of

product 1 sold to premium-account end users.
3/ No pr1ce data were reported

Source. Complled from data submltted in response to questlonnalres of the U.S.

International Trade Commission.
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Table 37 : , C - T . co
Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of PRODUCT
1 produced in the United States and imported from China and. sold to' ad :
specialty distributors, and margins of underselling, 1/ by quarters,

January 1986-December 1988 2/ S

- United States China . Margins of
Period. . __Price Quantity Price Quantity underselling
L Per dozen Dozens . Per dozen Dozens Per dozen Percent
1986: : '
Jan.-Mar...... §$15.85 25,071 -§9.71 50,312 $6.15 39
Apr.-June..... 15.88° 24,892 9.88 . 44,429 6.00 ° 38
July-Sept..... 15.74 25,398 9.50 66,774 6.24 40
.Oct.-Dec...... 15.26 26,533 9.29 45,600 - - 5.96 39
1987 ~ o : -
-Jan.-Mar...... 15.42 34,328 10.12 057,476 5.300 34
‘Apr.-June..... 15.51° 33,771 - 9.87 83,952 5.64 - 36
July-Sept ..... 15.35 36,120 11.23 - 39,838 4,12 27
!Oct.-Dec ...... ' 15.56 30,978 9.93 46,260 - 5.63 - 36
1988: - _ , '
Jan.-Mar...... 16.77 20,438 9.36' 85,784 -7.41 44
‘Apr.-June..... 16,60 22,110 8.45. 138,317 . 8,15 49
;July-Sept ..... 16.70 23,109 8.58 132,043 8.12 - - 49
/Oct.-Dec. . 16,60 23,135 9. 58 61'567 7.02 - 42

1/ Price differences between the U.S. and 1mported Chlnese products were '
calculated as ratios of the U.S. producers’ pr1ces

2/ The selling prices are.weighted-average prices based on total sales of
product 1 sold to ad spec1a1ty distributors. - - -

Source: Compiled from data submltted in response to questlonnalres of the u. S
International Trade Comm1s51on. :
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Table 38

Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of PRODUCT 1
produced in the United States and imported from China and sold to retailers, and
margins of underselling, 1/ by quarters, January 1986-December 1988 2/

United States China Margins of
Period Price Quantity Price Quantity underselling
S Per dozen Dozens Per dozen Dozens Per dozen Percent

. 1986: . . S . . .

* .7 Jan.-Mar...... $20.80. 2,818 ) $12.48 = 270 $8.32 40
"Apr.-June..... 21.08 1,845 13.87 140 7.21 34
July-Sept..... 20.80 3,054 11.72 . 286 9.08 44

. Oct.-Dec...... 20.80 - 1,309 ' 12.47 208 8.33 40

©1987: - : .

" Jan.-Mar...... 26.14 2,366 .o 11.42 364 14,72 56
Apr.-June..... -26.05 1,622 10.97 300 15.09 58
July-Sept..... . 25.78 2,738 11.14 290 14,63 57
Oct.-Dec...... 26,15 1,123 11.23 194 - 14,92 57

'1988: o ‘ T
Jan.-Mar...... . 26,14 1,713 .- 11,62 250 14,52 56
Apr.-June..... 25.95 1,199 10.94 329 15.01 58

. July-Sept..... 24,18 2,230 ; 10.75 480 13.43 56

> Oct.-Dec...... 29.05 - 807 ’ 12,21 ' 589 16.84 - 58

1/ Price differences between the U.S. and imported Chinese products were
. calculated as ratios of the U.S. producers’ prices.

"2/ The: selllng prices are welghted—average prices based on total sales of
product 1 sold to retailers.

Sourcé i Complled from data submitted.in response to questlonnalres of the U.S.
International Trade Commission. -
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Table 39 _
Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of
PRODUCT 2 produced in the United States and imported from China ‘and sold to

premium account end users, and margins of underselling, 1/ by quarters,
January 1986-December 1988 2/

. United States China Margins of
Period Price Quantity Price Quantity underselling
Per dozen Dozens Per dozen Dozens: Per dozen Percent
1986: ' ‘ : :
Jan.-Mar...... $24.28° 113,772 $11.95 2,000 $12.33 - 51
Apr.-June..... 24,26 196,774 15.55 3,000 - 8.71 36
July-Sept..... 24,23 143,875 11.56 4,224 - 12.68 © 52
Oct.-Dec...... 24,35 60,174 11.87 2,542 12.48. 51
1987: R - ' '
Jan.-Mar...... 25.32 119,389 12.71 2,959 » 12.60 50
Apr.-June..... 25.89 219,809 12.32 11,151 13.57 52
July-Sept..... 21.18 156,372 12.45 6,760 . 8.73 41
Oct.-Dec...... 19.57 86,086 16.96 2,500 2.61 - 13
1988: : : . : '
Jan.-Mar...... 22.87 155,710 13.33 3,000 9.54 42
Apr.-June..... 26.14 125,916 13.30 5,246 ©12.84 49
July-Sept..... 23.29 166,013 13.47 5,685 9.82 - 42
Oct.-Dec...... 24,15 136,141 14,13 . 3,000 10.01 42

1/ Price differences between the U.S. and imported Chinese products were.
calculated as ratios of the U.S. producers’ prlces.
2/ The selling prices are weighted-average prices based on total sales of
product 2 sold to premium account end users.

Source: Compiled from data submitted in response to questionnaires of the U.S.
- International Trade Commission.
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Table 40

Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of :
PRODUCT 2 produced in the United States and imported from China and sold to
ad specialty distributors, and’ marglns ‘of underselllng, 1/ by quarters,
January 1986- December 1988 2/

o Unlted States . - - China _ , © Margins of
Period - . _Price . . Quantity _Price - ‘‘Quantijty underselling
- ' ‘ : Per dozen Dozens : ‘Per_dozen Dozens ' - Per dozen Percent
- 1986: .. e - -
Jan,-Mar...... $21.84_ 44 131 $14.44 1,728. $7.40 34
"Apr.-June..... 21,58 - 52,046 16.26 3,896 - 5.32 25:
July-Sept..... 21.64 48;730 14.98 . . 2,244 6.66 31
‘Oct.-Dec...... 22:84 41,834 . 16.12 2,198 6.72 29
1987: B ' ' ‘
Jan.-Mar...... 22.11 74,722 13.21 1,408 8.90 40
Apr.-June..... 21.62° 119,552 14.84 7,552 6.78 31
July-Sept..... 21.44 93,254 13.26 1,486 ' 8.18 38
Oct.-Dec...... 21:12- 72,609 14.32 5,446 6.80 - 32
1988: o ‘ | ' ' o
Jan.-Mar...... 21.47 87,800 16.84 3,558 . 4.63 22
Apr.-June..... 21.48 101,517, 14.90 9,612 6.58 - 31
July-Sept..... 22.82 100,065 15.02 1,214 7.80 34
Oct. Dec.;}... 22{39 . 72 137 14.20 4,342 8.19 37

1/ Price dlfferences between the U.S. and 1mported ‘Chinese products were
calculated as ratios -of the U.S. producers’ prlces

2/ The selling prices are weighted-average’ prlces based on total sales of
product 2 sold to ad specialty distributors:

Source: Compiled from data submitted in response “to questlonnalres of the U.S.
Internat10na1 Trade Comm1351on

Weighted-average price data based on questionnaire responses provided 11
quarterly comparisons of prices of domestic and imported product 2-type caps
sold to retailers. The prices of the imported Chinese caps were below the
domestic cap prices in every comparison (table 41). Margins of underselling
ranged from $6.32 to $15.16 per dozen, or 24 to 62 percent.

Product 3, undecorated twill or corduroy baseball caps.--No
data were received from domestic producers or importers on prices -of this type
of baseball cap sold to premium account end users. Both producers and
importers affirm that almost without exception such purchasers buy only
decorated twill or corduroy caps.

Questionnaire data provided the basis for 12 quarterly weighted-average
price comparisons of sales of product 3-type baseball caps to ad specialty
distributors. In each instance, the imported Chinese caps were priced below
the domestic caps (table 42). The margins of underselllng ranged from $7.39
to $11.88 per dozen, or 35 to 51 percent.
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Table 41 R T i '

Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of PRODUCT 2!
produced in the United States and imported from China and sold to retailers, and
margins of underselling. 1/ by quarters, January 1986-December 1988 2/

United States China L Marglns of
Period . Price Quantity Price Qggn;;;x underselling
. Per dozen Dozens - Per ng.n Dozens . Per dozen Percent
1986: ‘ S
Jan.-Mar...... $24.50 1,325 ' $15 35 2,960 ~ $9.15 37
Apr.-June..... 24.50 884 14.52° 2,008 9.98 41
July-Sept..... 24.50 1,546 9.34 -~ -516 . 15.16 - 62
Oct.-Dec...... 25.00 663 -3/ -3/ . 3/ 3/
1987: o . : : o
Jan.-Mar...... 25.00 1,202 , 10.96 9,500 14.04 56
Apr.-June..... 27,06 ‘893 15.27 3,254 11.79 44
July-Sept..... 25.64 1,492 15.71 1,242 - 9,93 39
Oct. -Dec..,... 26.94 617 ' 12.74 220 . 14.20 53
1988: , SR ,
Jan. —Mar...... 26.76 1,207 : 16.87 2,116 : 9.89 37
Apr.-June..... 27 .49 870 19.31 - 5,084 8.18 30
July-Sept..... 26.86 1,419 - 20.54 3,874 - - 6.32 24
Oct. -Dec ..... . 26.70 597 -, -15.32 1, 883 - 11.38 43

1/ Price differences between the U.S. and 1mported Chlnese products were'
calculated as ratios of the U.S. producers’ pr1ces.

2/ The selling prices are welghted-average prices based on total sales of
product 2 sold to retailers.

3/ No price data were reported.

Source: Compiled from data submltted in response to questlonnalres of the U.S.
International Trade Commission.
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Table 42

Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of
PRODUCT 3 produced in the United States and imported from China and sold to
ad specialty distributors, and margins of underselling, 1/ by quarters,
January 1986-December 1988 2/

United States China Margins of
. Period Price Quantity Price Quantity underselling
¢ Per dozen Dozens Per dozen Dozens Per dozen Percent
1986: : . ‘ :
Jan.~Mar...... §22.76 5,314 $12.00 600 $10.76 47
Apr.-June..... 22,97 5,399 12.00 600 10.97 48
July-Sept...... 21.47 4,871 12.08 606 9.40 44
Oct.-Dec...... ©21.50 4,542 10.02 1,108 11.49 53
1987:
Jan.-Mar...... 21.78 - 14,625 11.56 1,800 10.22 47
Apr.-June..... 22.74 12,620 12,95 1,306 9.79 43
July-Sept..... 20.55 - 20,470 : 12.96 1,308 7.59 37
Oct.-Dec...... 18.47 28,933 ©10.30 2,806 8.16 44
1988: ’ o : .
Jan.~Mar...... 21.64 11,614 12.85 3,806 8.79 41
Apr.~June..... 23,05 ..9,083 14,12 2,500 . 8.93 39
July-Sept..... 21,03 10,783 13.64 2,200 7.39 35
Oct.~-Dec...... 23.09 6,613 11.21 4,200 11.88 51

1/ Price-differences between the U.S. and imported Chinese products were
calculated as ratios of the U¢S. producers’ prices.

2/ The selling prices are weighted-average prices based on total sales of
product 3 sold to ad specialty distfibutors.

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

Weighted—~average prices in 11 quarters provided comparisons of sales of
product 3-type baseball caps to retailers. Seven of the comparisons revealed
that the imported Chinese cap prices were below those of the domestic products
(table 43). The imported caps undersold the domestic caps by margins that-
ranged from $0.60 to $12.89 per dozen, or from 3 to 66 percent. In four
comparisons, the imported Chinese caps were priced above the domestic caps by
margins that ranged from $0.32 to $4.04 per dozen or from 2 to 22 percent.
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Table 43 , .
Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of PRODUCT 3
produced in the United States and imported from China and sold to retailers,

and margins of under/(over)selling, 1/ by quarters, January 1986-December 1988 2/

United States China Margins of
Period Price Quantity Price Quantity under/(over)selling
Per dozen Dozens Per dozen Dozens Per dozen Percent
1986:
Jan.-Mar...... $19.20 6,559 $14.04 12 . $5.16 27
Apr.-June....,. 18.73 5,804 22.77 1,206 (4.04) (22)
July-Sept..... 20.40 6,722 3/ -3/ 3/ '3/
Oct.-Dec...... 18.18 4,805 - 10,38 4,790 7.80 43
1987
Jan.-Mar...... 19.41 5,908  6.52 1,998 12.89 66
Apr.-June..... 18.90 . 5,267 22.59 8,772 (3.69) (20)
July-Sept..... 20.30 5,835 21.58 3,429 (1.29) (6)
Oct.-Dec...... 18.19 4,482 16.48 3,344 1.72 9
1988: ' ‘ -
Jan.-Mar...... 19.20 7,469 18.60 8 0.60 3
Apr.-June..... 18.70 6,752 7.57 1,008 11,13 60
July-Sept..... 19.96 7,176 17.62 Th44 2.33 . 12
Oct.-Dec...... 18.28 5,713 18.60 6 (0.32) (2)

1/ Any figures in parenthesis indicate that the price of the domestic product was
less than the price of the imported Chinese product. Price differences between
the U.S. and imported Chinese products were calculated as ratios of the U.S.
producers’ prices,

2/ The selling prices are welghted—average prices based on total sales of
product 3 sold to retailers.

3/ No price data were reported.

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

Product 4, decorated twill or corduroy baseball caps.--
Based on questionnaire responses of U.S. producers and importers, the reported
net U.S. f.o.b. selling price data resulted in nine quarterly price
comparisons between the domestic and imported product 4-type baseball cap sold
to premium-account end users. The imported Chinese caps were priced below the
domestic products in all nine comparisons (table 44). The margins of
underselling ranged from $5.14 to $14.97 per dozen, or from 22 to 52 percent.

Weighted-average price data based on questionnaire responses enable nine
quarterly comparisons of prices of product 4-type caps sold by domestic
producers and importers to ad specialty distributors. In four comparisons,
the imported Chinese caps were priced below the domestic product (table 45),
Margins of underselling ranged from $0.58 to $9.10 per dozen, or from 2 to
37 percent. Five comparisons revealed that the imported prices were above

those of the domestic caps by margins that ranged from $0.12 to $8.80 per
dozen, or from 1 to 44 percent.
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Table 44 .

Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of
PRODUCT 4 produced in the United States and imported from China and sold to
premium-account end users, and margins of underselling, 1/ by quarters,
January 1986-December 1988 2/ '

United States China- Margins of

Period ___ Price Quantity - “Price Quantity underselling -
' Per dozen Dozens Per dozen DoZens Per dozen Percent
1986: ,
Jan.-Mar...... §24.79 417,503 3/ 3/ 3/ - 3/
Apr.-June..... 25.67 309,782 -3/ 3 3/ 3/
July-Sept..... 25.26 332,029 3/ 3/ 3/ 3/
Oct.-Dec...... - 25.24 366,619 $13.50 8,333 $11.74 47
1987: .
Jan.-Mar...... 28.63 434,458 13.66 4,562 14,97 52
Apr.-June..... 25.78 396,747 15.16 40,869 10.62. - 41
July-Sept..... 25.13 330,293 14.50 6,447 10.63 42
Oct.-Dec...... 24.49 344,253 14.86 5,032 - 9.63 39
1988: .
Jan.-Mar...... 25.13 414,811 15.02 20,048 10.11 40
Apr.-June..... 25.06 377,423 16.64 35,884 8.42 34
July-Sept..... - 24.80 327,784 15.65 1,333 9.15 37
5.14 22

Oct.~Dec...... 23.90 348,472 18.76 4,132

1/ Price differences between the U.S. and imported Chinese products were
calculated as ratios of the U.S. producers’ prices.- -

2/ The selling prices are weighted-average prices based on total sales of product
4 sold to premium account end users.

3/ No price data were reported.’

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 45 :

Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of
PRODUCT 4 produced.in the United States and imported from China and sold to
ad specialty distributors, and margins of under/(over)selling, 1/ by quarters,
January 1986-December 1988 2/

. . United States. - - China ' Margins of
Period Price - Quantity _Price Quantity under/(over)selling
L ' Per dozen Dozens. Per dozen Dozens Per dozen Percent
1986: '
Jan.-Mar...... $21.05 2,287 .3/ 3/ 3/ 3/

. Apr.-June..... 20.18 3,468 . 3/ 3/ 3/ 3/
July-Sept..... 20.28 3,904 .3/ 3/ 3/ - 3/
Oct.-Dec...... 25.27 14,836 $16.20 800 $9.07 36

1987 :
Jan.-Mar...... 24,81 - 11,474 - - 15,71 3,403 - 9.10 - 37
Apr.-June..... 27.65 11,035 27.07 1,486 0.58 2
July-Sept..... 21.53 6,198 20.82 544 .0.70 3
Oct.-Dec...... 22,75 5,403 27.01 1,686 (4.26) (19)

1988: ' .

Jan.-Mar...... 24,69 11,820 24,81 1,325 (0.12) (1)
Apr.-June..... 21.90 7,544 25.16 744 - (3.26) (15)
July-Sept..... 20.04 17,047 28.84 1,614 (8.80) (44)
Oct.-Dec...... 24.08 5,570 27.27 732 . (3.18) (13)

1/ Any figures in parenthesis indicate that the price of the domestic product was

less than the price of the imported Chinese product. Price differences between

_ the U.S5. and 1mported Chinese products were calculated as ratios of the U.S.
producers’ prices.

2/ The selling prices are weighted-average prices based on total sales of

product 4 sold to ad specialty distributors.

3/ No price data were reported. »

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

Based on questionnaire data received from domestic producers and
importers, weighted-average price comparisons were possible for sales of
product 4-type caps to retailers in 10 quarters. The caps imported from China
were priced below the domestic caps in all 10 quarters (table 46). The
margins of underselling ranged from $6.22 to $20.67 per dozen, or from 19 to
49 percent.
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Table 46 ,

Sewn cloth headwear: Net U.S. f.o.b. selling prices and quantities of
PRODUCT 4 produced in the United States and imported from China and sold to
retailers, and margins of underselling, 1/ by quarters,

January 1986-December 1988 2/

United States China Margins of
Period Price Quantity Price Quantity underselling
Per dozen Dozens Per dozen Dozens Per dozen Percent
1986: . '
Jan.-Mar...... $33.56 2,213 3/ 3/ . 3/ 3/
Apr.-June..... 32.74 4,066 3/ 3/ 3/ 3/
July-Sept..... 38.29 1,700 v §21.60 700 $16.69 44
"Oct.-Dec...... - 42,27 1,201 21.60 700 20.67 49
1987: » ’
Jan.-Mar...... 33.80 2,144 26.40 48 7.40 22
Apr.-June..... 32.62 3,601 26.40 300 6.22 -~ 19
July-Sept..... 35.44 1,780 23.27 894 o 12,17 34
Oct.-Dec...... 41.89 1,421 22.40 700 . 19.49 47
1988: '
Jan.-Mar...... ~ 35.00 2,702 _ 27.60 48 7.40 21
Apr.-June..... 0 34.89 4,507 27.60 128 7.29 21
July-Sept..... 37.94 2,709 24,18 - 736 13.76 36
Oct.-Dec...... 41.43 1,869 24,06 712 ' 17.37 42

1/ Price differences between the U.S. and imported Chinese products were
calculated as ratios of the U.S. producers’ prices.

2/ The selling prices are weighted-average prices based on total sales of
product 4 sold to retailers.

3/ No price data were reported.

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

Purchase prices.--The Commission sent questionnaires to more than
70 purchasers of sewn -cloth headwear. . Thirty-seven purchasers responded. Six
stated they did not purchase sewn cloth headwear. Thirty-one purchasers
responded with useful information, but only 24 provided useful data on
purchase prices of adult baseball caps. 1/ Two respondents purchased only
childrens’ caps from China. One firm provided data on purchase prices of caps
imported from Taiwan and Korea by domestic producers. Four firms responded to
qualitative questions but did not provide price data.

Price data received from the respdndent purchasers provided the basis for
calculating quarterly weighted-average prices for domestic baseball caps and
for competing caps imported from China. The weighted-average prices enabled ;

1/ Purchases of the representative domestic baseball cap products 1 through 4
by these 24 respondent firms totaled 88,644 dozen in 1988, or 2 percent of
total shipments of sport and casual caps by domestic producers in that same
year, on the basis of questionnaire responses. Purchases of the
representative baseball caps imported from China by the respondent purchasers
totaled 51,464 dozen in 1988 or 0.7 percent of total shipments of imported
sport and casual caps from China on the basis of questionnaire responses from
importers. ‘
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28 quarterly purchase price comparisons between domestic and imported Chinese
caps, by class of purchaser. Purchases of mesh baseball caps, plain and
decorated, by premium-account end users, distributors, and retallers, account
for 22 of the quarterly price comparisons. These purchase price data span the
subject time period but are concentrated in number in 1988 Table 47 presents
the aggregate results of these comparisons.

Underselling characterizes 27 of the 28 comparisons of weighted-average
domestic cap prices and those of the imported product from China. In the
single price comparison that shows the import price above that of the domestic
product, the weighted-average price of the imported twill baseball cap,
decorated, was $2.76 per dozen, or 8.3 percent higher than the domestic prlce 1
The remaining 27 comparisons of purchase prices reflect margins of
underselling that ranged from $4.81 to $27.60 per dozen, or 31 to 71 percent.
By category of purchaser, six quarterly price comparisons of baseball cap
purchases by premium-account end users reflect margins of underselling by the
imported caps from China of $7.40 to $20.48 per dozen, or from 21 to
65 percent. Thirteen quarterly comparisons of purchase prices paid by ad
specialty distributors for domestic and imported Chinese baseball caps all
showed underselling. The margins ranged from $4.81 to $14.72 per dozen, or
31 to 46 percent. Data from retailers enabled eight quarterly price
comparisons, all of which reflected underselling. The imported caps from .
China were priced below the domestic caps by margins that ranged from $7.49 to
$27.60 per dozen, or 51 to 71 percent.

Table 47 .

Sewn cloth headwear: Number of comparisons made between net U.S. f.o.b.
purchase prices of PRODUCTS 1, 2, 3, and 4 produced in the United States and
of those same products imported from China and sold, respectively, to premium
account end users, distributors, and retailers and the range of marglns of
underselling, 1/ by quarters, January 1986-December 1988 2/

Transportation factors

U.S. producers and importers reported in their questionnaire responses
that the domestic and imported Chinese sewn cloth headwear are generally
shipped by truck to their U.S. customers. On the basis of limited
questionnaire responses of 10 U.S. producers and 18 importers, U.S. freight
costs reportedly ranged from 1 to 10 percent of the U.S. f.o.b. selling
prices. These producers and importers indicated, however, that the
transportation costs did not significantly affect price .competition between
the U.S.-produced and subject imported headwear. Questionnaire responses of 9
U.S. producers and 10 importers suggest that, in comparison with the U.S.
importers, U.S. producers sell a higher proportion of their headwear products
to customers located more than 100 miles from the supplying firms’ U.S.
selling locations.

1/ This price comparison was for the period January-March 1988.
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Although freight costs of 10 percent should affect sales, this may not
always be the case where the higher freight costs reflect only a small
proportion of sales. Average U.S. freight costs may be at the low end of the
reported range but are not reflected in the responses of so few firms. In
addition, freight costs at the upper end of the range may reflect higher cost
transport modes for quick delivery of small-volume orders. Five respondents
shipped 90 percent or more of their orders by UPS. Such purchases are likely
to be insensitive to freight costs and more dependent on availability of the
products ordered. Domestic producers’ freight costs were at the low end of
the range and importers’ at the high end. One domestic producer noted that
the low prices of the imported caps enabled purchasers to absorb higher
freight costs yet have a sharp price advantage compared to the delivered price
of the.domestic product. ' - ’

Exchange rates

Market values of the Chinese yuan are not readily known. The Chinese
Government pegs the yuan to the value of the U.S. dollar and limits
convertibility of the yuan with other currencies.

Lost _sales

Domestic producers, with one exception, provided no new allegations of
lost sales in the final investigation. That domestic producer, * * *, listed
a single example of an alleged lost sale. 1/ The following analysis is based
on the allegations made in the preliminary investigation. Two U.S. producers
of the subject sewn cloth headwear reported specific lost sales allegations
related to imports from China and involving four purchasers. 2/ The
Commission staff telephone conversations with the four purchasers are’
discussed below. '

* * % named * * * in a lost sales allegation involving cloth mesh
baseball caps imported from China. * * * asserts that in * * * it quoted a
price of * * * per dozen caps to * * * for an order of * * * dozen caps, but
lost the sale to Chinese caps selling at * * * per dozen. Mr. * * * | buyer
of caps and other promotional items for * * *, stated that the order was for
about * * * dozen caps and * * *’s price was about * * * per dozen. * * *
indicated that his firm purchased the Chinese caps instead of domestic caps
because of the lower price of the imported product and because of poor service
from * * *, % % * complained that * * * would not return telephone calls, was
late in deliveries, promised small volume delivery and then would refuse when
* * ¥ placed an order, would not provide quick delivery service, and would
bill * * * for caps at prices higher than those originally agreed upon. * * *
explained that for giveaway promotional programs, he imports caps directly
from China in order sizes of * * * caps or more, but for other promotional

1/ During the posthearing period, the staff finally located the buyer for the
company named by * * * as involved in this competitive situation and
investigated the alleged lost sale. The results of the staff inquiry are
summarized at the end of this “Lost sales” section.

2/ * * * and * * * reported the lost sales allegations.
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purchases buys mostly domestic caps in smaller order sizes. 1/ * * * noted
that it was not feasible to import small volume requirements. * * * felt that
if buyers were careful in purchasing Chinese caps, they could get imported
caps that were similar in quality to caps made in the United States. During
1985-87, U.S. caps that were imprinted averaged about * * * per cap, compared
with about * * * for the imported Chinese caps, according to * * *,

* * * named * * * 2/ in a lost sales allegation involving polyester mesh
baseball caps imported from China. * * * alleged that in * * * it quoted a
price of * * * per dozen caps to * * * for an order of * * * dozen caps, but
lost the sale to Chinese caps selling at * * * per dozen. * * *, buyer of
caps and other promotional items for the firm, could not recall any such
purchase and stated that * * * has never placed an order for that many caps.

* % * felt the U.S. caps were a little better in quality than the imported
Chinese caps, citing the better sizing of the domestic caps. 3/ * * *

- indicated that during 1985-87 the domestic plain mesh baseball caps were
priced higher than the imported Chinese caps. According to * * *, in 1987 the
domestic caps averaged about * * * per dozen, compared with * * * for the
imported caps. * * * also commented that the domestic caps would be purchased
at * * * per dozen if lower priced caps were not available, because the plain
caps would still be priced less than * * *, which cost * * * about * * *,

* % * named * * * in a lost sales allegation involving polyester caps
with emblems imported from China. * * * reported that in * * * it quoted a
price of * * * per dozen caps to * * * for an order of * * * dozen caps, but
lost the sale to Chinese caps selling at * * * per dozen. * * *, buyer of
caps and other promotional items for * * *, could not recall the purchase
cited, but felt the reported price difference was exaggerated. * * * felt
that U.S.-made caps were of a higher quality than the imported Chinese caps,
citing better colors and embroidery of the domestic caps. According to * * *,
during 1985-87 imprinted caps produced in the United States averaged about
10 percent hlgher in price than imprinted caps imported from China. * * *
buys mostly * * * for resale in his retail stores, and, despite the higher
price, plans to buy only U.S.-made caps for its * * *, * * * reported buying
1mpr1nted caps at prices ranging from * * * per cap and retalllng them for
* % % per cap. :

1/ * * * stated that for large giveaway promotions, he would not spend much
more than * * * for an imprinted cap, but would -spend * * * for an imprinted
cap on promotions in which the caps would be sold. * * * commented that
‘domestic producers were not interested in selling imprinted caps for * * * per
cap, and, therefore, felt that such imported caps did not compete with
U.S.-made caps. He indicated that if * * * caps were not available for
giveaway promotions, he would buy other advertising products like pens,
pencils, etc.

2/ * * * purchases headwear * * * without any decoratlon and sells these
products to firms specializing in imprinting * * *, These latter firms
imprint, embroider, or otherwise decorate the blank headwear * * * before
selling the finished products.

3/ * * * stated that despite the higher price, * * * buys about * * * percent
of * * * caps from U.S. producers. * * * explained that some customers prefer
domestic caps, because they are using the caps to promote products identified
as "“made in the United States.” * * * cited * * * as examples of firms
preferring the domestic caps.
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* ¥ * named * * * in a lost sales allegation involving plain polyester
caps imported from China, * * * reported that in * * * it quoted a price of
* * * per dozen caps to * * * for * * * dozen caps, but lost the sale to
Chinese caps selling at * * * per dozen. The senior buyer of caps for * * *,
* % * was the firm’s cap buyer in * * *, but * * * could not recall domestic
producers quoting prices of caps to * * * in * * %, % % * commented that,
since 1982, * * * firm has purchased only imported caps, including those from
China, and because of the higher price of domestic caps has not considered
domestic producers as a source of caps. * * * also indicated that * * * began
buying the plain mesh cap from China in * * *, According to * * *, another
buyer for the firm, in 1987 the delivered price of the imported plain mesh
‘baseball cap from China was * * * per cap, compared with * * * per cap for the
U.S.-produced cap. * * * felt that. the imported Chinese and domestic caps
were similar in quality. '

In the final investigation, * * * named the * * * in an alleged lost sale
involving * * * dozen twill, mesh-backed baseball caps in * * *, Based on the
price of $* * * per dozen quoted by * * *, the value of this potential sale to
the domestic producer was $* * *, . The sale allegedly was awarded to an ’
importer quoting a price for Chinese caps believed to be $* * * per dozen.

* % *  purchasing director for * * *, after clearing the staff request with
the firm’s attorney, provided the details. of the sourcing decisions involving
* % * imported from China. During the past 2 years, 1987-88, * * * golicited
bids and then placed three different orders for imported baseball caps. In
all three instances, the orders initially were awarded to importers whose low
price quotes were on caps to be sourced from China. The details of each
transaction are presented below.

Firm Price Quantity Source
identity quoted base of supply
(Per_dozen) (Dozen)
* * * % * % *

The award was made to * * *, Delivery, partially by air freight, was
timely and the quality of the caps was very good.

Firm Price ‘Quantity Source
identity quoted base of supply
(Per_dozen) (Dozen)
* % * % * * *

* * * won the bid competition on the basis of the price quoted for
Chinese caps, but could not deliver. - Next the award went to * * *, ' This
importer had shown a high-quality Korean sample, stating that caps from Taiwan
would match it in quality. On arrival, the Taiwan caps were not of the

quality of the Korean sample, and * * *,
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Firm Price Quantity Source
identity quoted base of supply
(Per dozen) (Dozen)
* * * * % * *

* * * yon the award, initially, but the Chinese factory could not produce
an acceptable production sample over a period of * * * months. The sale then
was awarded to * * *, On arrival, the shipment was not acceptable and was
rejected by * * %, ”% % % “ % k % gaid, * * * yrote a letter of apology for
the problems with this cap shipment. Although they were dealing with the same
* * * firm, the caps were manufactured by a different factory because of the
complex embroidery. At this point, * * * turned to * * * for a second bid on
the entire * * * dozen caps needed. * * * had made several photographers’
promotion samples of this cap as a favor for * * * before the initial award
was made. Consequently, * * * had the embroidery tape in its computer and
drop-shipped the caps weekly to * * * in order to meet the promotion schedule.
* * * noted the very attractive prices of Chinese caps and the fine quality of
the first shipment but was disenchanted by this last experience. * * * will,
however, solicit bids from both importers and domestic suppliers for the 1989-
90 requirements, but will take extra precautions in * * * sourcing decision.

‘The facts concerning the above purchases and the data on competing bids
provide a perspective that reveals the dynamics of this market, the
considerations involved in selecting a source of supply, and the problems that
can result from specific sourcing decisions. These three examples highlight
the importance of such factors as availability of inputs ( * * * cloth--
product A), capacity to supply (quotes based on partial quantity
requirements--products A,B,C), timely delivery (partial shipment of product A
by air freight), technical support (embroidery capability and cost--product
C), change in Chinese source (inability to provide an acceptable production
sample--product C), unacceptable shipments (quality--products B, Taiwan and C,
China), and source proximity (weekly drop shipments--product C).

The data on competing bids, order by order, show how broad the range of
prices can be to the same purchaser, for the same specified baseball cap,
decorated with the same embroidery, in the same quantity, for delivery in the
same time period. Margins of underbidding for product A ranged from $* * * to
$* * * per dozen, or from 21 to 37 percent. Comparisons of price quotes on
product B reflect margins in favor of the imported Chinese caps that ranged
from $* * * to $* * * per dozen, or 39 to 53 percent below the respective
domestic bids, and from $* * * to $* * * per dozen, or 12 to 30 percent lower
than the competing bids for Taiwanese or Korean caps. The quote on product C
by * * * to supply Chinese caps underbid the final domestic quotes by an
average margin of $* * * or 25 percent. The * * * quote on imported Chinese
caps was $* * * per dozen, or 26 percent below that of * * * and $* * * per
dozen, or 44 percent under the competing domestic bids to supply the total
quantity requirement.
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Price suppression/depression

No new allegations of price suppression/depression were received in the
final investigation. One U.S. producer of the subject sewn cloth headwear,
* * % reported specific allegations of price suppression/depression related
to imports of these products from China and involving .11l purchasers. The
volume of sales cited in these allegations varied considerably. The
Commission staff investigated the larger volume sales; telephone conversations
with the purchasers contacted are discussed below.

* * * jdentified * * * in a lost revenue allegation involving polyester
mesh baseball caps. On a reported sale of * * * caps to * * * in * * * % % %
allegedly reduced its price from * * * per dozen to * * * per dozen because of
competition from lower priced caps from China. * * * purchaser for the firm,
could not recall the precise figures on a * * * purchase but felt that the
numbers sounded reasonable. * * * indicated buying the imported Chinese caps
instead of the domestic caps because of the lower price of the -imported caps.
* % * felt the quality of the imported caps was somewhat inferior to the

domestic caps, citing poorer sizing of the imported caps.

* * * yag cited in a lost revenue allegation involving polyester caps
with emblems. On a reported sale of * * * caps to * * * in * * * % * %
allegedly reduced its price from * * * per dozen to * * * per dozen because of
competition from lower priced caps from Chlna * % * of the firm could not

recall the purchase.

* * % reportedly purchased * * * dozen polyester mesh caps with emblems
from * * * in 1986. * * * allegedly reduced its price from * * * per dozen to
* * * per dozen because of competition from lower priced caps from China.

* * % opurchaser for * * *, could not recall purchasing these caps from * * *
in # ¥ ¥, * % % indicated that * * * buys baseball caps to complement its

* % k% % % gtated that, in * * *, * * * firm stopped buying baseball caps
from China because of poor quality, citing printing difficulties with the
imported caps and poor color matching of the cap panels. * * * also indicated
that with the imported Chinese caps it is difficult to return damaged caps;

" whereas U.S. producers will quickly replace any damaged caps. * * * noted
that the Chinese caps are packed tighter and are cheaper to ship than the
domestic caps, but often have a poorer appearance because of the packing,

* % % stated that the domestic and imported Chinese caps each have their place
in the U.S. market. According to * * *  the higher quality domestic caps are
used as promotional items by firms who have strong union ties or are trying to
promote a “made in America” product image. The domestic caps are also
purchased by firms retailing caps principally as a headwear item rather than
as a promotional item. * % * felt that the Chinese baseball caps are used
primarily as a vehicle for advertising by firms sensitive only to price, not
quality, and that these caps substitute readily for other promotional items,
such as headbands, bandannas, mugs, key rlngs pens, etc., depending on the

relative prices of these products.

* * * reportedly purchased * * * dozen polyester mesh caps with emblems
from * * * in * * %, % % % allegedly reduced its price from * * * per dozen
to * * * per dozen because of competition from lower priced caps from China.
* % % of * % * could not recall purchasing these caps from * * * and noted

s
w

firm typically buys quantities of * * * dozen. * * * felt the
u.s. -produced caps were better in quality than the imported Chinese caps,
citing better sizing and sewing of the domestic caps. According to * * *
during 1985-87 the Chinese caps were priced about * * * percent less than
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domestic caps. * * * indicated that * * * firm does not consider domestic and
imported Chinese caps comparable.

* % % reportedly purchased * * * dozen polyester mesh caps with emblems
from * * * ipn * * *_ % * % allegedly reduced its price from * * * per dozen
to * * * per dozen because of competition from lower priced caps from China.
* * * of the purchasing firm was unwilling to discuss the figures because of
confidentiality concerns but commented that this purchase involved competing
* % % Imported caps from China were not considered by * * * firm because of
inferior quality. * * * noted that during 1985-87 the imported Chinese caps
were generally priced about * * * percent less than domestic caps:

* * * reportedly purchased * * * dozen polyester mesh.caps with emblems
from * * * ipn * * &, * % % gllegedly reduced its price from * * * per dozen
to * * * per dozen because of competition from lower priced caps from China.

* * *  could not recall the transaction but commented that imported caps from
China would not be a consideration at the price levels mentioned. * * * noted
that * * * buys caps with embroidered emblems from * * * because * * * does
not have the * * *, % % % 3150 purchased major league baseball caps from

¥ * % yntil * * *, when * * *, * * % jindjicated that * * * imports * * * from

ge

China. According to * * * % * * jg avajilable from U.s. producers.
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INTERNATIONAL TRADE
COMMISSION

[Investigation No. 731-TA-405 (Flnal))

Sewn Cloth Headwear From the
_People’s Republic of China

" aGency: United States International -
Trade Commission. :
ACTION: Institution of a final
antidumping investigation and
scheduling of a hearing to be held in
connection with the investigation.

sUMMARY: The Commission hereby gives
-notice of the institution of final
antidumping investigation No. 731-TA~
405 (Final) under section 735(b) of the
Tariff Act of 1930 (19 U.S.C. 1673(b)) {the
~ Act) to determine whether an mdustry
in the United States is materially -
injured, or is threatened with material
injury, or the establishment of an’
_industry in the United States is
materially retarded, by reason of -
imports from the People's Republic of
China of sewn cloth headwear, provided
for in items 702.06, 702.08, 702.12, 702.14,
702.20, 702.32, 703.05, 703.10, and 703.16
and various items in part 6F of schedule
3 of the Tariff Schedules of the United
States,’ that have been found by the
Department of Commerce, in a
preliminary determination, to be sold in
the United States at less than fair value-
(LTFV). Commerce will make its final
LTFV determination on or before March
17, 1989 and the Commission will make
its final injury determination by May 1,
1989 (see sections 735(a) and 735(b) of

" the act (19 U.S.C. 1673(2) and 1673{b))).’

For further information concerning the '
conduct of this investigation, hearing
procedures, and rules of general - -
application, consult the Commission's
Rules of Practice and Procedure, Part
207, Subparts A and C (19 CFR Part 207),
and Part 201, Subparts A through E (19
CFR Part 201). -

EFFECTIVE DATE: November 8, 1988,

FOR FURTHER INFORMATION CONTACT:.-. -
}onathan Seiger (202-252-1177), Office -
of Investigations, U.S. Interfrational

" Trade Commission, 500 E Street, SW
Washington, DC 20436. Hearing-" -
impaired individuals are advised that
information on this matter can be
obtained by contacting the
Commission's TDD terminal on 202-252-
1810. Persons with mcbility impairments

' Such headweer is also provided for in
subhcadings 6114.20.00. 6114.30.30. 6114.90.00,
6204.22.30. 6204.23.00. 6204.29.20, 6204.29.40,
8209.20.50. 6209.30.30. 6209.90.30. 6209.90.40,
6211.32.00, 6211.33.00. 8211.39.00. 8211.42.00,
6211.43.00. 6211.49.00. and 6505.90 {except 8505.90. 30”
und 6505.90.40). of the Hurmonized Tariff Schedule

of the United Stateq (USITC Pub. 2030 as
supplemented). .

who will need specxal assxstance in
gaining access to the Commission
should contact the Office of the
Secretary at 202-252-1000.
SUPPLEMENTARY INFORMATION:
Background.—This investigation is .
being instituted as a result of an
affirmative preliminary determination
by the Department of Commerce that
imports of sewn cloth headwear form
the People's Republic of China are being
sold in the United States at less than fair
value within the meaning of section 731
of the Act {19 US.C. 1673). The
investigation was requested in a petition
filed on May 26. 1988 by counsel for the
Headwear Institute of America, New

York. NY. In response to that pem\on

the-Commission conducteda-
preliminary antidumping mvesbgahou,
and, on the basis of information
developed during the course of that

investigation, determined that there was .

a reasonable indication that an industry
in the United States was materially
injured by reason of imports of the
subject merchandise (53 FR 27409, July -
20, 1988).

Participation in the investigau'an.—- o
Persons wishing to participate in this - .

investigation as parties must filean .. - -

entry of appearance with the Secretary
to the Commission, as provided in .

§201.11 of the Commission's rules (13 - -

. CFR 201.11), not later than twenty-one -

{21). days after the publication of this
notice in the Federal Register. Any entry.
of appearance filed after this date will--
be referred to the Chairman, who will.
determine whether to accept the late.
entry for good cause shown by the _ -
person desiring to file the entry. -

Service list.—Pursuant to § 201. ll(dn :

‘of the Commission's rules {19 CFR

201.11(d)), the Secretary will prepare a
service list containing the names and
addresses of all persons, or their .
representatives, who are parties to this
investigation upon the expiration of the
period for filing entries of appearance.

In eccordance with § 201.16{c) and 207.3 -

of the rules (19 CFR 201.16(c) and 207.3),.

-each document filed by a party to the -

investigation must be served on all other
parties to the investigation (as identified
by the service list), and a certificate of

-service must accompany the document.

The Secretary will not accept a

document for filing without a certificate

of service. .
Limited disclosure of busmess -~
proprietary information under a
protective order.—Pursuant to § 207.7{a)
of the Commission's rules (18.CFR
207.7{a}). the Secretary will make
available business proprietary

-~ information gathered in this final

investigation to authorized applicants

under a protective order. provided that
the application be made later than -
twenty-one (21) days after the
publication of this notice in the Federal
Register. A separate service list will be
maintained by the Secretary for those
parties anthorized to receive business
proprietary information under a
protective order. The Secretary will not
accept any submission by parties
containing business proprietary
information without a certificate of
service indicating that it has been
served on all the parties that are
authorized to receive such information
under a protective order. )
Staff report.—The prehearing staff
report in this investigation will be

-..placed in-the nonpublic record-on-March-—--—

14, 1988, and a public version will be

issued thereafter, pursuant to § 207.21 of

the Commission's rules (19 CFR 207.21).
Hearing.~—The Commission will hold

& hearing in connéction with this

investigation beginning at 9:30 a.m. on
March 29, 1989, at the U.S. International

. Trade Commission Building, 500 E Street

SW., Washington, DC. Requests o
appear at the hearing should be filed in
writing with the Secretary to the
Commission not later than the close of
business (5:15 p.m.} on March 21, 1989.
All persons desiring to appear at the
hearing and make oral presentations
should file prehearing briefs and atten
a prehearing conference to be held at '
9:30 am. on March 22, 1989 at the U.S.
International Trade Commission .. _
Building. The deadline for filing
prehearing briefs is March 24, 1988,
Testimony at the public hearing is-

- governed by § 207.23 of the .

Commission's rules (19 CFR 207.23). This
rules requires that testimony be limited
to a nonbusiness proprietary surmmary
and analysis of material contained in
prehearing briefs and to information not

_available at the time the prehearing -
- brief was submitted Any written

materials submitted at the hearing must
be filed in accordance with the: -
procedures described below and any.
business proprietary materials mustbe
submitted at least three (3) working . - -
days prior to the hearing (see

§ 201.6(b)(2) of the Commission's rules

(19 CFR 201.6(b)(2))).

Written submissions.—All legal
arguments, economic analyses, and
factual materials relevant to the public
hearmg should be included in prehearing
briefs in accordance with § 207.22 of the
Cemmission's rules (19 CFR 207.22).
Posthearing briefs must conform with
the provisions of § 207.24 (19 CFR
207.24) and must be submitted not later
than the close of business on April 4'

-1989. In_ addition, any person who hs
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ndt entered an appearance as a party to
the investigation may submit a written
statement of information pertinent to the
subject of the investigation on or before
April 4. 1989.

A signed original and fourteen (14)
copies of each submission must be filed
with the Secretary to the Commission in
accordance with § 201.8 of the .

Commission's rules (19 CFR 201.8). All - ”

written submissions except for business

proprietary data will be available for

public inspection during regular

business hours (8:45 a.m. to 5:15 p.m.) in

the Office of the Secretary to the

Commission. -

Any information for which business
proprietary treatment is desired must be
submitted separately. The envelope and
all pages of such subinissions must be
clearly labeled “Business Proprietary
Information.” Business proprietary
submissions and requests for business
proprietary ireatment must conform
with the requirements of § 201.6 and

. 207.7 of the Commission’s rules (19 CFR
201.6 and 207.7). .

Parties which obtain disclosure of
business proprietary information
pursuant to § 207.7(a) of the
Commission’s rules (19 CFR 207.7(a))
may ccmment on such information in
their prehearing and posthearing briefs,
and may also file additional written
comments on such information no later
than April 10, 1989. Such additional
comments must be limited to comments
on business proprietary information
recieved in or after the posthearing

. briefs.

T Authority

This investigation is being conducted under
authority of the Tariff Act of 1330, title VIL
This notice is published pursuant to § 207.20 .
of the Commission’s rules (19 CFR 207.20).

By order of the Commission.

Kenneth R. Mason,
Secretary.

Issued: November 29, 1988.

[FR Doc. 88-28005 Filed 12-5-88: 8:45 am) ~
BILLING CODE 7020-02-W . S
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LIST OF PARTICIPANTS IN. THE COMMISSION’S HEARING
IN THE INVESTIGATION
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission’s hearing:

Subject : Sewn Cloth Headwear from the People’s Republic of China
Inv. No. :  731-TA-405 (Fiﬁal)
Date and time: March 29, 1989 - 9:30 a.m.

Sessions were held in connection with the investigation in the Main

Hearing Room (room 101) of the United States International Trade Commission,
500 E Street, S.W., in Washington, DC.

In support of the imposifion.of antidumping'dgtigg

‘Barnes & Thornburg--Counsel
Washington, DC .
on behalf of--

The Headwear Institute of America

Norman Rubenstein, President
Paramount Manufacturing Co.

Quentin Hatfield, Vice President-Marketing, K-Products, Inc.;
President, Headwear Institute of America

Kenneth Button, Senior Economist
Economic Consulting Services, Inc.

Randolph J. Stayin)--OF COUNSEL
Marcela B. Stras)--OF COUNSEL
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In opposjtion to the imposition of antidumping duties

Arnold & Porter--Counsel
Washington, DC

China National Arts & Crafts Import and Export Corporation
China National Light Industrial Products Import and Export Corporation

Harold Kittay, Owner
Triangle Sport Headwear
Ken Shwartz, President
Universal Industries, Inc.
Gary Bromberg, President
Midway Chinese Products '
Yao Shao Ping, Manager - Overseas Administration Department
China National Light Industrial Products Import and Export Corp.
Chen Honghui, Manager - Headwear and Gloves Business Department
China National Arts & Crafts Import and Export Corp.

Robert Herzstein)--OF COUNSEL
Patrick F. J. Macrory)--OF COUNSEL
Matthew J. Seiden)--OF COUNSEL
Alan 0. Sykes)--OF COUNSEL
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FINAL LTFV DETERMINATION ON SEWN CLOTH HEADWEAR
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International Trade Administration
[A-570-801) '

Final Determination of Sales at Less
Than Fair Value; Certain Headwear

AGENCY: International Trade
Administration, Import Administration,
Commerce. ‘

AcTion: Notice.

From the Pecple’s Repubiic of Chma

SUMMARY: We have determined that
certain headwear from the People’s
Republic of China (PRC) is being, or is
likely to be, sold in the United States at
less than fair value. We also determine
that critical circumstances do not exist -
with respect to imports of certain
"headwear from the PRC. The U.S.
International Trade Commission (FTC)
will determine, within 45 days of the
publication of this notice, whether these
imports are mate’nal)y injuring, or are

threatening material i m)ury to. a Umted _

States’ mdustry
- EFFECTIVE DATE: March 23, 1989.

“ FOR FURTHER INFORMATION CONTACT:
Robin Gray or Anne D'Alauro (202) 377-
1130, Office of Antidumping -
Compliance, Import Adxmmstrahon.
International Trade Administration, U.S.
Department of Commerce, 14th Street

_ and Constitution Avenue NW.,

" Washington, DC 20230.

SUPPLEMENTARY INFORMATION:

Final Determination

. We have determined that certain
headwear from the PRC is being, or is
likely to be, sold in the United States at
less than fair value as provided in
section 735(a) of the Tariff Act of 1930,
as amended (19 U.S.C. 1673d{a)) {the
Act). The weighted-average margins of
sales at less than fair value-are shown
in the “Suspension of Liquidation"
section of this notice.

Case Histbry

On November 2, 1988, we made an
. affirmative preliminary determination
(53 FR 45138). The following events have
occurred since the publication of that
notice.
On November 9, 1988, the PRC trading
companies requested that we postpone

period of sixty days pursuant to se¢!

making our final determination for :Q
735(a}{2)(A) of the Act. On Novembe

* 1988, we issued a notice postponing the

final determination until March 17, 1989
(53 FR 47741).

We verified the queshonnalre
responses in the PRC between
November 20 and December 12, 1988.
The surrogate responses were verified in
the Philippines on December 15-16, 1988.

On january 25. 1989, the Department
held a public hearing. Petitioner and
respondents also submitted comments
for the record in prehearing briefs on
January 23, 1989, and in posthearing
briefs on February 9, 1989. An importer

__filed comments on November 8,1988.

Scope of the Investigation

Tte United States has developed a
system of tariff classification based on
the international harmonized system of
Customs nomenclature. On January 1,
1989, the U.S. tariff schedules were fully
converted from the Tariff Schedules of
the United States Annotated (“TSUSA")
to the Harmonized Tariff Schedule
(“*HTS"). as provided for in section 1201
et seq. of the Omnibus Trade and
Competitiveness Act of 1938. All
merchandise entered, or withdrawn
from warehouse, for consumption g
after that date is now classified sg
according to the appropriate HTS'
number. As with the TSUSA numbers,
the HTS numbers are provided for

- convenience and Customs purposes. The
. - written product description remains

dispositive.

Imports covered by this investigation
are caps, hats, and visors made from
knitted or woven cloth of vegetable
fibers including cotton, flax, and ramie,

- of man-made fibers, and/or of blends

thereof, and which are cut and sewn.
The subject headwear may be adorned
with braid, embroidery, or other applied.
printed or sewn decoration or may be
plain. This investigation does not
include headwear of straw, felt or wool.
The products are classified under the
TSUSA item numbers 702.0600, 702,0800,
702.1200, 702.1400, 702.2000, 702.3200,
703.0510, 703.0520, 703.0530, 703.0540,
703.0550, 703.0560, 703.1000, 703.1610.

_ 703.1620, 703.1630, 703.1640, 703.1650,

384.0438, 384.0954, 384.2211, 384.2608,
384.2707, 384.2723, 384.2741, 384.2752,
384.2784, 384.2796. 384.3436, 384.5216,
384.5365, 384.5427, 384.5485, 384.5533,
384.5685. 384.5698, 384.8676, 384.9
and under HTS item numbers 65. 15
6505.90.20, 6505.90.25, 6505.90.90,
6505.90.50, 6505.90.70, 6505.90.60,
6505.90.80, 6114.20.00, 6211.42.00,
6114.30.30, 6211.43.00, 6204.23.00,
6204.29.40, 6211.32.00, 6211.49.00,
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6211.39.00, 6204.22.30, 8204.29.20,
6209.20.50, 6209.30.30, 6209.90.30,
6209.90.40, 6214.90.00.

Fair Value Comparison

To determine whether sales of the
subject merchandise in the United
States were made at less than fair value,
we compared the United States price
with the foreign market value. -

The petitioner has argued that the
PRC should be treated as a state-

controlled economy for purposes of this .

investigation. The respondents claim
that economic reforms in the PRC,
particularly with respect to the
headwear sector, have led to reductions
of state-control that make a
determination of foreign market value
under section 773(a) of the Act both
possible and appropriate.

We have examined information
submitted by parties concerning this
issue and have determined that,
although the degree of state control has
lessened, particulalry with respect to the
production and exportation of
headwear, the PRC is appropriately
treated as a state-controlied economy
for purposes of this investigation. In
arriving at this determination the

epartment considered: (1) The degree

igovemment ownership of the means
production, {2) the degree of

centralized government control over
allocation of resources or inputs, (3) the
degree of centralized government
control over output and (4) the relative
convertibility of the country's currency
and the degree of government control
over trade. {See Petroleum Wax
Candles from the Peaple’s Republic of
China, 51 FR 25085, July 10, 1986.)

Despite the reforms that have been
introduced. the Chinese government
continues to own most of the assets in
the Chinese economy. In the case of
headwear, the eight trading company
respondents are state-owned. Of the
twenty-six factories producing . '
headwear, four are state-owned, sixteen
are collective-owned, and six are
foreign-owned. . ’

Since January 1, 1988, the branches of -

the national trading companies have
operated as autonomous entities.
According to the responses and
information gathered at verification,
neither the trading companies nor the
factories report their business or
production plans to the State. These
facilities are responsible for their own
profits and losses and are subject to

BB C bankruptcy laws. After-tax profits

‘goward employee welfare and

nefits, business expansion and

retained earnings. Any losses that are
incurred are financed out of retained
earnings or borrowing.

Wile these factors suggest that
decisions to invest assets in the
production and exportation of headwear
may be guided more by economic
considerations than by the direction of
the government, there are certain
rigidities present in the system which
militate against this conclusion. For
example, state-owned entities channel
after-tax profits into specified “funds,”
including business expansion, according
to government-set or suggested -
percentages. Thus, as long as an entity
remains profitable it will continue its
operations without any apparent -
consideration of whether the assets may
be more usefully employed in other lines
of business. Also, we found no evidence
that entities could sell their assets or
discharge their ownership.

With respect to the degree of
centralized government control over
inputs, the major physical inputs used in
producing the headwear under
investigation are cotton and polyester.
The decision of which inputs to use is
based on customer specifications.

Most of the cotton used in headwear
manufacturing is grown in the PRC and
there is heavy government involvement
in the production of cotton cloth. Not
only is the State the largest purchaser of
raw cotton (90 percent) but it is also the
major consumer of cotton cloth (50
percent). Headwear producers purchase
their cotton textiles from outside the
government plan and are, therefore, able
to choose their supplier and negotiate
prices with that supplier, although the
government provides suggested prices
for informational purposes. ‘

Despite the fact that cotton cloth
purchased by headwear producers is
outside the government plan, the large
presence of the government in the
production of cotton cloth would
indicate that its actions affect the prices
and quantities available for producers
outside the plan. Given the
government's involvement, we are not
persuaded that there are sufficient
market-like influences to determine that
the prices paid by the headwear
producers for cotton cloth are market-
driven. )

All polyester used by the headwear
producers subject to the investigaton is
imported. All such importations are
made through state-owned trading
companies and all headwear produced
from the imported materials must be re-
exported.

With respect to labor, there are
indications of increased flexibility in the
labor pool, although there is also
evidence of continued rigidity. We saw
evidence that workers could be fired
and that employee bonuses were based
on the profitability of the enterprise.

Nevertheless, in many cases it appeared
that wages were set by national and/or
local labor bureaus and that
"professional” employees, in particular, -
faged difficulties in moving from job-to-
job.

Thus the extent of government control
over the allocaton of inputs presents a
mixed picture. While certain market-like
phenomena are present, such as
employee bonuses based on profits and
the ability of headwear producers and
headwear exporters to choose their
suppliers and negotiate prices, the
government continues to play an
important role, directly or indirectly, in
the allocation of inputs to the headwear
sector.

The degree of centralized government
control over outputs is also a mixed
picture. Within the broad terms of their
licenses, the trading companies are able
to export the products they choose and
to negotiate the prices they receive. The
factories also appear capable of
changing the products they produce, or
at least the product mix, and to
negotiate the prices they receive from
the trading companies. At the same
time, the decision to export headwear
remains in the hands of the government
because trade continues to be a state
monopoly. While we found no evidence
of specific quantity targets for the
trading companies exporting headwear,
they have recently entered into - :
contracts with the State which specifies
foreign exchange targets.

Finally, with respect to currency
convertibility and government control
over international trade, the government
continues to maintain a monopoly in
foreign trade, as noted above. This. in
and of itself, does not necessarily mean
that the PRC should be treated as a
state-controlled economy, especially in
light of the growing autonomy of the
trading companies and the reduced
import licensing requirements. For
example, headwear is imported into the
PRC and, therefore, the state monopoly
in trade does not appear to shield
domestic PRC producers from
international competition. Moreover,
one of the goals of the recently-
introduced reforms in the headwear
sector is that the trading companies will
perform more as agents acting on behalf
of PRC manufacturers, with the result
that the manufacturing entities will be
more directly involved in international
‘trade.

With respect to currency
convertibility, the renminbi is not
internationally convertible and the
government imposes tight controls on
foreign exchange earned through
exporting. Nevertheless, the recently-
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introduced currency swap centers
provide certain PRC enterprises with a
“market” for buying or selling foreign
exchange. For example, the trading

companies involved.in this investigation

were able to retain a portion of their -
foreign exchange receipts in the form of
exchange quotas, and these quotas
could be sold in the swap markets or
they could be used to purchase imports.
At the same time, however, a large
portion of the trading companies’ foreign
exchange earning was sold to the
government at the official exchange rate
and was not available to the trading
companies. Even more limited access to
foreign exchange was experienced by
the factories producing headwear for
export.

Based on the above, the Department
believes that the Chinese foreign trade
system is in transition. In many ways it
is like a developing market economy
country. On the other hand, many of
respondents’ claims are based on
reforms that were instituted during the
period of investigation. This makes
questionable the extent to which these
reforms could have had an impact on
the prices in the sector during the same
period. Moreover, we received a great
deal of individual respondent
information which did not support a
uniform experience or conclusion.

These considerations, combined with
evidence of continuing indirect control
exercised by the Chinese government,
lead us to.determine that the headwear
sector is state-controlled for purposes of
this investigation. Such evidence of
control is indicated by State mandated
after-tax outlays and foreign exchange
earning targets; the State monopoly on
foreign trade: currency quota allocation;
the involvement of the government in
the cotton market as well as the limited
convertibility of the currency. However,
if future changes occur in these areas as
a result of diminished government
control, the Department will be willing
to reconsider its conclusions in any
future review. should this investigation
result in an antidumping duty order.

There are two types of transactions
involved in exporting the subject
merchandise to the United States:
processing fee and non-processing fee.
Processing fee sales are those sales
where the PRC factories are responsible
only for converting supplied materials
into finished headwear. Consistent with
past practice, we have based United
States price for the processing fee sales
on the price received for the conversion.
(See. e.g., Small Diameter Welded
Carbon Steel Pipes and Tubes from the
Philippines, Final Determination of
Sales at Less Than Fair Value, (51 FR

.

33099, September 18, 1986), (Pipes and
Tubes from the Philippines): Brass Sheet
and Strip from Canada, Final
Determinction of Sales at Less Than
Fair Value, (51 FR 44319, December 9.
1988), (Canadian Brass Sheet and
Strip).) Foreign market value for
processing fee sales was calculated by
valuing the factors of production
employed by the PRC manufacturers in
performing the conversion in a non-
state-controlled economy country, as
described in the “Foreign Market Value"
section of this notice.

'For non-processing fee sales, the
United States price is based on the
prices charged by the PRC trading
companies for finished headwear. The
foreign market value for these sales has
been calcuiated using PRC factors of
production valued in a non-state-
controlled economy, as described in the
“Foreign Market Value” section of this
notice.

United States Price

We used the purchase price of the
subject merchandise to represent United
States price because the merchandise
was sold to unrelated purchasers prior

to its importation into the United States. -

We calculated the purchase price of the
subject merchandise as provided in
section 772 of the Act, on the basis of
the C&F or CIF prices with deductions,
where applicable, for ocean freight, and
marine insurance. An adjustment for

. taxes rebated on export was not added

to U.S. price since the amount of rebate
actually received could not be verified.

Foreign Market Value

As a result of our determination to
treat the PRC as a state-controlled
economy, section 773(c) of the Act

* " requires us to base foreign market value

on either the prices of, or the
constructed value of, such or similar
merchandise in a “non-state-controlled-
economy” country.

Our regulations establish a preference
for foreign market value based upon
sales prices. They further stipulate that,
to the extent possible, we should use
information from a “non-state-
controlled-economy” country at a stage
of economic development comparable to
the state-controlled-economy country.

As noted in the preliminary
determination, we sent a questionnaire
to. and received a response from a
headwear producer in the Philippines.
Since the preliminary determination we
have received a supplemental response
from this manufacturer and we were
able to verify both response in
December 1988.

We did not use information on
domestic sales provided by this

“surrogate” producer as the foreign
market value for PRC sales of polyester
headwear since the Department . - ..
determined that the surrogate
merchandise was not sufficiently similar
to serve as a basis of comparison. For
these sales, we constructed foreign
market value by valuing the factors of
production employed by the PRC
manufacturers using factor cost
information provided by the surrogate. .
This methodology was also utilized for
sales of cotton hats with the exception
of the cotton input. For the value of the
cotton input, we based the factor
information on the customs value of U.S.

imports from Egypt. For processing fee

sales, we constructed foreign market
value by valuing the factors of
production employed by the PRC
manufacturers in performing the
conversion using factor cost information
provided by the surrogate. Foreign
market value based on valuing factors of

‘ productlon includes the statutory

minimum for SG&A and profit.
Currency Conversions

When evaluating U.S. sales made in
Hong Kong dollars, we made currency
conversions in accordance with
§ 353.56(a)(1) of our regulations, using
certified exchange rates as furnished by
the Federal Reserve Bank of New York.
Because we did not have certified
exchange rates from the Federal Reserve
Bank of New York for the surrogate
country data, as best information we
used currency conversions based on
monthly averages as provided by the -
International Monetary Fund.

Negative Determination of Critical

Circumstances .

Petitioner alleged that imports of
headwater from the PRC present
“critical circumstances.” Section
735(a)(3) of the Act provides that critical
circumstances exist if we determine that
there is a reasonable basis to believe or-
suspect that:

(A){i) There is a history of dumping in the
United States or elsewhere of the class or
kind of merchandise which is the subject of
the investigation. or

(ii) The person by whom, or for whose
account. the merchandise was imported knew
or should have known that the exporter was
selling the merchandise which is the subject
of the investigation at less than fair value.
and

{B) there have been massive 1mports of the
merchandise which is the subject of the
investigation over a relatively short period.

Pursuant to section 735{a)(3)(B). we
generally consider the following factors
in determining whether imports have
been massive over a relatively short
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period of time: (1) The volume and value
of the imports; (2) seasonal trends (if
applicable); and (3) the share of
domestic consumption accounted for by
imports.

For purposes of this ﬁndmg. we -
analyzed recent trade statistics on
import levels for headwear from the
PRC, for equal periods immediately
preceding and following the filing of the
petition until the month of our
preliminary determination. Using this
data, we find that there has been less
than a one percent increase in imports
of headwear following the initiation of
this investigation.

Since we do not find that there have
been massive imports, we need not
consider whether there is a history of
dumping or whether importers knew or
should have known that it was being
sold at less than fair value. Therefore,
we determine that critical circumstances
do not exist with respect to imports of
headwear from the PRC. We have
notified the ITC of this determination.
Verification

As provided in section 776(b) of the
Act, we verified all information used in
reaching the final determination in this
investigation. We used standard
verification procedures, including
examination of relevant accounting
records and original source documents
provided by respondents.

General Comments

Comment 1. Both the petitioner and
the respondents have commented on

various methodological issues pertaining-

to the analysis if the Department had -
found the headwear sector to be non-
state-controlled for the purposes of the
investigation. These comments included
whether the Department should use
third country sales information and
whether the Department should use the.
official exchange rate or the swap rate
when making currency conversions.

Department’s Position. Since the
Department determined the headwear
sector to be state-controlled, these
comments are not addressed.

Petitiorers’ Comments

Comment 1. Petitioner argues that the
PRC is a state-controlled economy and
should be treated as such under the
antidumping law.

Departments Position. We agree. See
the “Foreign Market Value” sechon of
this notice.

Comment 2. Petmoner argues that the
Department has correctly chosen to use
the surrogate information provided by a
'headwear manufacturer in the
Philippines. In making its final
determination, the Department should

"continue to use the home market sales

made by the surrogate as the basis of
foreign market value for non-processing
fee sales.

Department's Posilion. Department
regulations establish a preference for
foreign market value of such or similar
merchandise based upon sales prices
prior to constructing a cost based value
of the merchandise. At verification we
confirmed that the Philippine home
market sales consist exclusively of
embroidered headwear. The Department
verified the cost of information
submitted by the surrogate producer
including the cost of embroidery. The
cost differences associated with
embroidery were found to be of
sufficient magnitude to preclude a
reasonable comparison with sales of
unembroidered headwear. Moreover,

- the Department is unable to make a

determination as to the similarity of the
embroidered headwear sold in the
Philippines and that sold by the PRC
because no factor information on the
embroidery component, such as the
number of stiches or the time involved,
was provided by the PRC respondents
producing embroidered headwear. Due
to the limited number of sales of
embroidered headwear sold by
respondents in this investigation, in its
final determination, the Department has
disregarded these sales in its analysis.
For all other sales, the Department has
used the cost information supplied by
the surrogate in valuing the factor
information from the PRC respondents
as described in the “Foreign Market
Value” section of this notice.

Comment 3. The petitioner contends
that the affirmative preliminary
determination of critical circumstances
for three specific trading companies
should be expanded to include all of the
PRC trading companies. In its
preliminary determination the -
Department imputed “knowledge that
dumping was occurring” to those three
trading companies whose margins were
greater than 25 percent. Since the PRC is
a non-market economy country with
central control and direction, the
companies act in unison and knowledge
is shared among them. Therefore,
knowledge should be imputed to all of
the state-owned trading companies. The
petitioner also argues that it was
appropriate to use a three month time
period in evaluating whether massive .
imports existed for our determination of
critical circumstances. -

Department’s Position. Although the
Department relied on a three month
period in making its preliminary
affirmative critical circumstance
determination. we have used the five
months between the filing of the petition

and the preliminary determination for
our final determination. The Department
uses this period between the filing of the
petition and the preliminary
determination to determine whether
there are massive imports since this is
the period during which respondents
could take advantage of their knowledge
of the dumping case to increase exports
to the United States without being
subject to dumping duties. See Internal
Combustion, Industrial Forklift Trucks
from Japan, 53 FR 12566, April 15, 1988.
During this time, the import statistics
indicate that PRC headwear imports
increased less than one percent. Having
determined that imports during the
period were not massive, the
Department need not consider whether
importers of this product knew or should
have known that the merchandise from
the PRC was being sold at less than fair
value. (See the “Negative Determination
of Critical Circumstances™ section of
this notice.)

Comment 4. Petitioner argues that the .
Department should issue one rate to all
PRC trading companies or at most, two
rates—one to China Arts and Crafts and
one to China Light—because the State
owns and controls all PRC trading
companies. The establishment of nine
rates with large margin variations
facilitates circumvention in a state- -
controlled economy where exports can
be easily directed and diverted among
the trading companies by the State.

Department’s Position. We disagree -
that one, or two, dumping margins
should be calculated in this
investigation. The former branches of
the natjonal trading companies have
separated from the national companies
and we found no evidence that the
prices the branches charge for exports to
the United States are set by or :
coordinated through the national trading
companies. Therefore, it is appropriate
to calculate separate margins for each of
the now independent trading companies.
Moreover, in past findings where
different nationa!l trading companies
exported to the United States, we
calculated separate rates for these
trading companies even though we
treated the PRC as a state-controlled
economy (See, e.g., Shop Towels from
the People’s Republic of China; Final
Results of Administrative Review of
Antidumping Duty Order (50 FR 26020,
June 24, 1985)).

Comment 5. Petitioner claims that
because of the poor quality of the
responses and the number of
discrepancies found at verification, the
Department should reject the
questionnaire responses as inadequate
and unreliable and use best information
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available, i.e., information provided by
the petitioner. In addition, the
Department should reject last minute
revisions as unverified.

Department’s Position. The majority
of the information provided in the PRC
companies’ responses to the factors of
production and sales questionnaires
was verified. Some of the last minute
filings referred to by the petitioner were
made to place information on the record
that was corrected at verification.
‘Furthermore, any information submitted
by the respondents that was not verified
was not used in our final determination
except in those instances where it was
used as best information available. -

Comment 8. Petitioner contends that
the respondents have failed to provide
information fully describing product
codes and identifying which of the
headwear exports are embroidered.
Therefore, as best information available,
the Department should assume one-third
of all headwear imports are
embroidered.

Department’s Position. For all but one
of the trading companies, Jiangsu Arts
and Crafts, we were able to verify which
headwear orders included embroidered
hats based on our examination of -
representative sales documentation. For

Jiangsu Arts and Crafts, where we were °

unable to identify specific sales which
included embroidered headwear,
information submitted by Jiangsu
following verification mirrors the
experience of the largest known
exporter of embroidered headwear, i.e.,
an insignificant percent of total sales.
Due to the limited volume of sales
involved, the Department has dropped
these sales from its analysis. .

Comment 7. The petitioner argues that
the Department was correct in not
considering Universal Hats and Caps
Manufacturing Company, Ltd., and
Universal Trading Company
{“Universal”) as well as Golden Crown
as respondents in the mveshgahon
because these Hong Kong companies
are not PRC manufacturers, producers or
exporters of headwear. Furthermore,
since the PRC trading companies must
obtain export visas for all shlpments to
the United States, U.S. price is
appropriately based on the PRC trading
companies’ prices given their knowledge
that the merchandise is destined for the
U.S. market.

Department’s Position. We agree. See
our response to Interested Party
Comment 1.

Respondent’'s Comments

Comment 1. Respondents argue that
the PRC headwear sector is not state-
controlled.

Department's Position. We disagree.
See discussion above in the “Foreign
Market Value” section of this notice.

Comment 2. The Department should

not use the surrogate country producer's

domestic sales prices as the basis for
foreign market value for the following
reasons: (1) The volume of home market
sales was too small to have been made
in commercial quantities, (2) they were
not in the ordinary course of trade, and
(3) the sales price was extraordinarily
high and totally unrepresentative of any
fair measure of foreign market value. In
addition, as the Department learned at
verification, the surrogate's headwear
was embroidered which significantly
adds to the cost of producing the
merchandise. Most of the headwear sold
by the trading companies, however, is
not embroidered. For these reasons, the
Department should use the factor cost
information for its constructed value of
polyester baseball caps. Alternatively,
the cost of embroidery should be
deducted from the surrogate’s price in
the calculation of foreign market value,
except for those sales of embroidered
headwear.

Department's Position. The

' Department verified the cost information

submitted by the surrogate including the
cost of embroidery and from that
information was able to determine that
embroidered hats could not reasonably
be compared to unembroidered hats.
Since the number of embroidered
headwear sales made by PRC .
respondents was insignificant, and the
Department could not determine the
similarity of PRC embroidered -
headwear with that of the surrogate,
embroidered headwear sales have been
dropped from our analysis. Because the
Department has not used the home
market sales of the surrogate for
comparison purposes in our final
determination, we have not addressed
respondents’ additional concerns about
the home market. -

Comment 3. Respondents claim that
they provided information on which -
exports of Chinese headwear were
embroidered and that this information -
should be utilized in making fair value
comparisons.

Department’s Position. See our
response to petitioner's comment 6.

Comment 4. Respondents claim that
critical circumstances do not exist
because imports have not been massive.
Further, the Department should not
impute knowledge of sales at less than
fair value to importers using results

" based on information supplied by a

surrogate. This is a particularly
unreasonable assumption in the case
where a surrogate’s home market price
is being used for foreign market value. It

is unlikely that importers of PRC

.headwear have knowledge that sales

are being made at less than fair value
based on knowledge of a particular
surrogate’s pricing practices in an
industry where potential suppliers are
numerous and prices from all such
sources would need to be known.

Department's Position. The
Department agrees that the
requirements for an affirmative
determination of critical circumstances
have not been met. (See the “Negative
Determination of Critical
Circumstances" section of this notice.)
For this reason, the Department need
not consider the issue of the importers
knowledge of sales at less than fair
value.

Comment 5. Respondents claim that
the Department incorrectly used the CIF
value of Egyptian cotton for the cotton
input cost in constructing foreign market
value. The headwear factories in China
purchase the cotton cloth domestically
and do not incur any ocean freight or
marine insurance charges. Sirice the CIF
value includes ocean freight and marine
insurance, the Department instead
should use the FOB value of Egyptian
cotton found on the same customs
statistics.

Department's Position. We agree and
have used the import value exclusive of
transportation and insurance expenses
for the cost of the cotton input in our
final determination.

Comment 6. Respondents claim that
the Department should utilize the
verified revised labor hour calculations
submitted prior to verification. In the
initial responses the factories were only
able to estimate the labor hour figures
because of tight time limits. These
estimates were considerably higher than
the actual amounts. i

Department’s Position. The
Department did receive a number of
revised figures at the time of
verification. In our final determination,
we have accepted those revised figures
which were submitted prior to the
beginning of verification and which
were acceptably verified.

Interested Party Comments

Comment 1. The interested party,
Universal, argues that the Department is
incorrect in refusing to investigate
Universal's claim that it is manufacturer.
Nonetheless, even if the Department
does not accept Universal's contention
that it is the manufacturer of the hats
under investigation, Universal claims  -i
that it is at least acting as a trading "
company (where the manufacturer has
no knowledge of the destination of the
goods) and is entitled to a scparate
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determination. Because Universal
contracts with the Chinese trading
company prior to receiving specific -
orders from its U.S. and third country -
customers, Universal contends that at
the time the contract is entered into
neither the factory nor the PRC trading
company knows where the hats will be
exported.

Department’s Position. Universal is a
Hong Kong company which supplies
materials to the PRC factories for
conversion into headwear under
processing fee arrangements with-the
PRC trading compaunies. As such,
Universal is not a PRC manufacturer,
producer, or exporter. In recent
proceedings involving processing fee-
like arrangements, we have treated the
processor as the producer/
manufacturer/exporter and have based
United States price on the price paid for
processing. (See, e.g., Pipes and Tubes
from the Philippines, Ca.nadmn Brass
-Sheet and Strip).

Moreover, the Department does not
agree with Universal's contention that
trading companies did not have
knowledge of the destination of the
merchandise. Specifically, the PRC

ing companies are aware that the
\ﬁessing fee sales are destined for the
iled States because they must supply
the export visas required under the U.S.-
PRC bilateral textile agreement.
Consistent with Department practice,
where a seller knows that the
merchandise is destined for the United
States, we base United States price on
the price charged by the seller. The
respondents in this investigation, some
of whom supply Universal, have stated
that they have knowledge of or can infer
the destication of the merchandise.
During the period of investigatian, two
of these suppliers did not have any third
country sales and were producing
exclusively for the U.S. market. For
these reasons, we are not consndermg
Universal as a respondent in this
investigation

Comment 2. Universal contends that
the reasons the Department has given'
for finding the headwear sector to be
state-controlled do not apply to the
Universal factories. Because the Chinese

- state-owned trading companies serve
merely as the issuer of the visas and
financial intermediary for U.S. sales by
Universal, and have no role in making

s to the U.S. or elsewhere for the

versal factories, there is no basis for
inding foreign exchange targets for the
Universal factories. With respect to
currency convertibility, all of
Universal's raw materials are purchased

at arm's length from unrelated suppliers
and the transactions are in hard

- currency. Moreover, all of Universal's -

transactions occur in U.S. dollars.
Therefore, the convertibility or non-
convertibility of the renminbi is
completely inapplicable to sales from
Universal's factories. Finally, all sales of
the merchandise are negotiated between
Universal and its customer in the United
States. The Chinese state-owned trading
companies do not act in the role of a
trading company that negotiates sales.
Therefore, because of the lack of state

- control over Universal's operations, the

Department should analyze Universal's
sales on the basis of normal, market-
oriented dumping methodology.
Department’s Position. Having
determined that Universal is not a
respondent in this investigation, we are
concerned with the economic actmty

. occurring within the PRC by

respondents who are Universal's

- suppliers. We have determined that the
.headwear sector in the PRC is state-

controlled for purposes of this
investigation. For this reason, in our
foreign market value consttuction, we

“utilized the factor information supplied

by the PRC factories valued in a market
economy. Specifically, foreign market.
value for the sales to Universal were
valued using the factor information for
conversion from factories investigated
that supply Universal. Since these
transactions involve ornly conversion.
the fact that Universal purchased -

. materials in a hard currency does not

enter our analysis. U.S. price was the
price charged Universal for conversion
by the PRC-trading company
respandents. .

- Suspension of Liquidation

Since we have determined that critical
circumstances do not exist with regard
to this investigation, entries suspended
prior to November 8, 1988, the date of
publication of the preliminary
determination in the Federal Register,

can now be liquidated and all securities

posted as a result of the suspension of
liqudation prior to that date will be
refunded or cancelled. We are directing '
the U.S. Customs Service to continue to -
suspend liquidation of all entries of
headwear from the PRC that are
entered, or withdrawn from warehouse,
for consumption on or after November 8,

' 1988. The Customs Service shall

continue to require a cash deposit or
posting of bond equal to the estimated
amounts by which the foreign market
value of the merchandise subject to this

- investigation exceeds the Uniled States

price, as shown below. This suspension

of liquidation will remain in effect until
further notice.

- The welghted-average margms are as
follows.

Weight-
ed-
: . average
Manutactu:er/producer/exporter manng
. per-

centage
China Nationa! Light Industrial Products
Import and Export Corporation, Guang-
dong Branch, Travelling Goods Compa-

ny. *530
Guangdong Stationery & Sportng Prod-

ucts tmport and Export Corporation.......{ *7.09
China Nationai Light industrial Products
Import/Export Corporation, Guangzhou
Branch Footwaar and Headgear Com-

pany - ® 3206
Guangdon Arts & Crafts Imports and Ex-

ports Corporation__ *7.00
Jiangsu Arts & Crafts Imports & Exports

Corporation___ 2.7
Shanghai Arts & Crafts Import & Export

Corporation. 1627
Shanghai Stationery and Sporting Goods

. import/Export Comporation .c....eccoeomeeee.{  28.60
Zhejiang Ants & Cratts import & Export

Ca 2220

All Others 137

* Because we made far value comparisons on the
basis of charges, the resuttng diffes-
ences for these companies have been multipled by
a coefficient equalling the proportion processing rep-
resents of the varve ot PRC hats to amve al the
margins for individual sales. The coetiicent is based
on our review of the cost and sales experience of

. Shanghaa Statonery.

ITC Notification

In accordance with section 735(d) of

~ the Act, we have notified the ITC of our

determination. If the ITC determines
that material injury, or threat of material
injury, does not exist, this proceeding

- will be terminated and all securities

posted as a result of suspension of

- liquidation will be refunded. However, if

the ITC determines that such an injury
does exist, the Department will issue an
antidumping duty order directing
Customs officers to assess an
antidumping duty on headwear from the
PRC as defined in the “Scope of
Investigation” section of this notice,
entered or withdrawn fram warehouse,
for consumption after the suspension of
liquidation, equal to the amount by
which the forelgn market value exceeds
the U.S. price.

This determination is published pursuant to
section 735(d) of the Act (19 U.S.C. 1673d(d}).
Jan W. Mares,

Assistant Secretary for Impart
Administration.

March 17, 1983.
[FR Doc. 836915 Filed 3-22-89: 8:45 am]
BILLING CODE 3510-0S-M
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APPENDIX D

: CALCULATIQN OF APPARENT U.S. CONSUMPTION OF
- SEWN CLOTH HEADWEAR USING DATA SUPPLIED IN
RESPONSE TO COMMISSION QUESTIONNAIRES
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Table D-1
Sewn cloth headwear: U.S.-produced domestic shipments, shipments of imports,
and apparent U.S. consumption, by categories, 1985-88

Item 1985 1986 1987 1988

Quantity (1,000 dozen)

U.S.-produced
domestic shipments:

Adults’ .. iueiiiiiiiiiiennen Yk kkk fala *kk
Children’s....vevievenvnenenns il adulal fadadl fadad
Total 1/.cvieiienrnnnennns 6,198 6,279 6,306 6,081

U.S. shipments of imports:
Adults’......civiivnnns ceeennn Yok *hk Kk ko k
“Children’s.....ccvvvivevaeenns o kEx . adadel fakadol okl
Total 1/.cvevvvinnnn. e 5,955 6,522 8,356 9,341

Apparent U.S. consumption:
Adults’ ... .cciiiiiiinnnn Ceeenn 11,662 12,221 13,989 14,737
Children’s...veeeevinennens cee 421 561 645 653
Total 1/.cvuviiiiinennnnns 12,153 12,801 14,662 15,422

Value (1,000 dollars)

U.S.-produced
domestic shipments:

Adults’ .. iuiiiiinrinnncnnnons *kk kkx ok falialed
Children’s....eeeeereseneecnns *kk fadadal fakada fadald
Total 1/..ieiiiieinnnennns 162,223 166,303 172,064 183,791

U.S. shipments of imports:
Adults’ .. ..iiviininnnnns R bookkk T okk% wkk
Children’s...... P oo gl KE¥ ko x Badald ol
Total.......... Y - T B e 86,638 115,504 128,837

Apparent U.S. consumption:
AdulEs’ . iuieiineieiennnnnnnns 230,860 244,236 276,955 301,882
Children’s....eeeveerenreennss 6,437 8,381 10,689 11,683
Total 1/.eveiniiniinnennnns 237,336 252,941 287,568 312,628

1/ Because of rounding and/or inconsistent reporting by responding firms,
figures may not add to the totals shown,

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

APPARENT U.S. CONSUMPTION OF
WOOL, FELT, FUR, AND STRAW HEADWEAR
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Table E-1
Wool, felt, fur, and straw headwear: U.S.-produced domestic shipments,
shipments of imports, and apparent consumption, 1985-88 1/

Item 1985 1986 1987 1988

Quantity (1,000 dozen)

Wool headwear:
U.S.-produced

domestic shipments......... e Hkx *hk *k% *hk
U.S. shipments of imports...... fakadad okl fakadad okl
Apparent U.S. consumption...... fakakd *h% faakad faadad

Straw headwear:

.. .U.S.-produced .

domestic shipments 2/........ *k*k Kkk *kh*x *kk
U.S. shipments of imports...... *kk *k% Kk kel
Apparent U.S. consumption...... oot 284 316 *xk

Felt headwear:
U.S.-produced

domestic shipments 2/...... .o Kk *kk k% Xk
U.S. shipments of imports...... kol faalk fadald fakadal
Apparent U.S. consumption...... 232 217 232 248

Value (1,000 dollars)

Wool headwear:
U.S.-produced

domestic shipments........... kkk *kk Fkk Fkk
U.S. shipments of imports...... akdil fadakad : fukaked *hk
Apparent U.S. consumption...... ._ *** fadad A fadakal fabad

s

Straw headwear:
U.S.-produced

domestic shipments 2/........ L *kk *hk k%
U.S. shipments of imports..... . fadall falakal fadadad faall
Apparent U.S. consumption...... ol 9,826 10,898 *kk

Felt headwear:
U.S.-produced

domestic shipments 2/........ i kkk *x% s
U.S. shipments of imports...... bl fakada fakada ol
Apparent U.S. consumption...... 13,535 12,104 12,738 14,578

1/ There were no reported imports of fur headwear. Accordingly, apparent
consumption of these types of headwear is limited to domestic shipments; see
app. F, table F-1.

2/ Data are understated because several major producers of straw headwear,
including * * *, did not respond to the Commission’s questionnaire.

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

U.S.-PRODUCED DOMESTIC SHIPMENTS OF
WOOL, FUR, FELT, AND STRAW HEADWEAR
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Table F-1
Wool, fur, felt, and straw headwear: U.S. producers’ domestic shipments, by
fabric, 1985-88
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APPENDIX G

SELECTED FINANCIAL INFORMATION FOR
RELATED TEXTILE AND APPAREL INDUSTRIES
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Table G-1

Apparel: After-tax return on sales, 1/ by industry and SIC code, 1987 and
1988

_(In percent)

SIC code Industry 1987 1988
2352 Hats and caps....cic0venne ceens 2.7 2.7
2311 Men’s and boys’ suits............. 1.6 1.9
2321 Men’s and boys’ shirts.....eecev.. 2.9 4,1
2323 Men’s and boys’ neckwear.......... 2.1 2.2
2327 Men’s and boys’ trousers..,,...... 2.6 3.8
2331 Women’s blouseS.....eeeeverveesaes 3.4 3.1
2337 Women’s suitsS....vevevenns teeeenes 2.4 1.9
2387 Apparel beltsS.....evvvunns tesesnee 2.2 1.8
2389 Apparel accessories....... seesssees 5.2 4.9

1/ Represents the median ratios.

Source: Dun & Bradstreet Corp., Industry Norms and Key Business Ratios,
1987-88 and 1988-89 issues.



B-25

APPENDIX H

IMPACT OF IMPORTS ON U.S. PRODUCERS’ EXISTING DEVELOPMENT AND PRODUCTION
EFFORTS (INCLUDING EFFORTS TO DEVELOP A DERIVATIVE OR MORE ADVANCED VERSION
OF THE LIKE PRODUCT), GROWTH, INVESTMENTS, AND ABILITY TO RAISE CAPITAL
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The Commission requested U.S. producers to describe and explain the
actual and potential negative effects, if any, of imports of sewn cloth
headwear from China on their existing development and production efforts,
growth, investments, and ability to raise capital. Ten firms ( * * * )
responded that there were no negative effects. Responses by the remaining
firms are shown below.
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APPENDIX I

CALCULATION OF U.S. IMPORTS OF SEWN CLOTH HEADWEAR
USING INFORMATION COMPILED FROM DATA SUBMITTED
IN RESPONSE TO COMMISSION' QUESTIONNAIRES
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Table I-1
Sewn cloth headwear: U.S. imports from China, Taiwan, Korea, and all other
countries, 1985-88

Source 1985 1986 1987 1988
it 000 dozen

Chin&.. ooooo s 00 000 Ss e e ss 00000 1'490 1,539 3,614 3’895
Taiwan........... Ceereeneann ceee 2,694 3,305 3,762 3,748
Korea...eoieeecvaeenns ceeceresne 1,636 1,727 1,682 1,784
All other countries 1/...... ceee 177 178 82 88
Total...oovveeneene ceeesanaas 5,997 6,748 9,139 9,515

\'l 0 dollars) 2
China..oeevevnnn.. Ceeeans veeee.. 10,954 10,603 24,888 29,266
Taiwan......coooveeeeennnceneess 21,941 30,342 34,513 37,794
Korea...oveeveeeenns ceesens ceess 14,426 15,506 16,189 19,114
All other countries 1/.....c00.. 1,433 1,502 . 801 754
Total........ ceseeersesesess 48,755 57,953 76,390 86,928

Unit value (per dozen)

China........vevvveen veereeeeeess 87.35 . $6.89 $6.89 §7.51

Taiwan.......ccoveeueen. ceeveeses ., 8,15 9.18 9.17 10.08

Korea....ovvvvveennnnnn ceecessss 8,82 8.98 9.62 10.71

All other countries 1/...eeevvse 8,10 8.44 9.77 8.59
Average........oivienennnges 8.13° 8,59 7 8.36 9.14

1/ Primarily Hong Kong.
2/ C.i.f., duty-paid value.

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

U.S. IMPORTS OF WOOL, FUR, FELT, AND STRAW HEADWEAR
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Table J-1
Wool, fur, felt, and straw headwear:
countries, 1985-88 1/

U.S. imports from China and all other

Source 1985

1986 1987 1988

Quantity (1,000 dozen)

Wool headwear from:

China..ieeieeveecnnesonennne .. KR¥ k¥ k% k%
All other countries.....c.e... X*%¥% k% *kk faladed
Total....voivevencronnnnnns . k% 29.2 34,2 22.0
Straw headwear from:
(6] T & o ¥- W K%k *kk kkk kkk
All other countries...... ceess KEX akakal faladal C kk%
Total......oeve S eeceenene el kX 79,0 * & % %k
Felt headwear from:
China......ovveeennes e L L2 ko k¥
All other countries......e..s. Kk k k% falolal okl
Total..vveveeneeennns ceeeee. K% k% * k% fodalal

Wool headwear from:

Value 000 dollars

* k% % % % kkk

Ching...cvvevevecnnnes R
All other countries...... ceess KEk* *kk * k% * k%
Total'.....0'...'..00....00‘ *** 562 672 346
Straw headwear from:
Chinao........................ ‘***J *kk . *kk k% ‘
All other countries........... X% fakadad fakakal kkk
Total....‘.,-........'o_........ *** : 623 ‘ i * k% * k%
Felt headwear from:
China"...0....0.0'....0...l‘. *** *** *** ***
All other countries........... X%* *kk * %k *kk
Total......... ceeerreeneas o. FEX * k% * k% k%

Unit value (per dozen) ‘

Wool headwear from:

ChinB.eee i veeeeeneseennnanas SHH¥ Shkk Grk* Grw
All other countries...... P fudeded fadadal RA%k
Average...... sereaaesas ceees KEX 16.20 19.65 15.73
Straw headwear from:
China....voveeeeennn Ceeeeses S *kk *hk *kk
All other countries........... X% fadul fudadol fakadal
Average........ Ceesersranae. KEX 7.92 *kx *dkk
Felt headwear from:
ChinA.ce.veeneeeeenennoconss e. KEX kkk Kk kK
All other countries......... oo KE% kkk fakadel fudadal
Average......cceveueen ceeeen kkk kkk kbl Kkk

1/ There were no reported imports of fur headwear.

2/ C.i.f., duty-paid value.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.
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APPENDIX K

MARKET PENETRATION BY U.S. IMPORTS OF SEWN CLOTH HEADWEAR
CALCULATED USING INFORMATION COMPILED FROM DATA SUBMITTED
IN RESPONSE TO COMMISSION QUESTIONNAIRES
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Table K-1
Sewn cloth headwear:

U.S. producers’ domestic shipments, shipments of imports
from China, Taiwan, Korea, and all other countries, and apparent consumption,

Source:
U.S. International Trade Commission.

1985-88
Source 1985 1986 1987 - 1988
Quantity (1,000 dozen)
U.Q. producers’ shipments....... 6,198 6,279 6,306 6,081
Shipments of imports from--
China.....ovvvvennenconns v 1,320 1,426 2,916 3,662
Taiwan.....ocveveeneaees Ceeann 2,884 3,339 3,725 3,871
(e} of - .o 1,612 1,604 -1,653 1,745
All other countries 1/...... .o 139 153 62 62
Total..vveiinenneennns ceeen 5,955 6,522 8,356 9,341
U.S. consumption....evevesnvsnss 12,153 12,801 14,662 15,422
Share of consumption quantity (percent)
U.S. producers’ shipments....... 51.0 49,1 43.0 39.4
Shipments of imports from--
China..viveevrnooceensnsnnanns 10.9 11.1 19.9 23.7
Taiwan.eeee s eoeecssosenanns 23.7 26.1 25.4 25.1
Korea....covvvveeeans Ceeeeeans 13.3 12.5 11.3 11.3
All other countries 1/..... oo . 1.1 1,2 0.4 0.4
Total .ivevnneneennovsnnans . ‘49,0 50.9 57.0 60.6
1' , Value (1,000 dollars) 2/
U.S. producers’ shipments.... ”.. 162,233 166,303 = 172,064 183,791
Shipments of imports from--
China.....vceveiiveeenerncennos 12,639 16,250 37,066 45,837
Taiwan., .covovieevenvesesvsncans 37,874 45,609 53,521 56,194
Korea........... et eree e 22,818 23,021 24,152 26,057
All other countries 1/........ 1,781 1,756 765 750
Total ....ciiveeevennns v 75,113 86,638 115,504 128,837
U.S. consumption........ Ceeseean 237,336 252,941 287,568 312.628
Share of consumption value (percent)
U.S. producers’ shipments....... 68.4 65.7 59.8 58.8
Shipments of imports from--
China..seveeeeeoroeneeesononnas 5.3 6.4 12.9 14,7
TaiWaN. ct et titieeeenneenenannn 16.0 18.0 18.6 18.0
Korea...oovevivnereneenonsnnns 9.6 9.1 8.4 8.3
All other countries 1/........ 0.8 0.7 0.3 0.2
Total ..ivviviinenennoennnnn 31.6 34.3 40.2 41.2
1/ Primarily Hong Kong.
2/ F.o.b. point-of-shipment.

Compiled from data submitted in response to questionnaires of the
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~ APPENDIX L

MARKET PENETRATION BY.U.S. IMPORTS OF
WOOL, FUR, FELT, AND STRAW HEADWEAR
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Table L-1

Wool, fur, felt, and straw headwear: U.S. producers’ domestic shipments,
shipments of imports from China and all other countries, and apparent
consumption, 1985-88 1/

Source 1985 1986 1987 1988

Quantity (1,000 dozenl
Wool headwear:

U.S. producers’ shipments..... *kk kk kkk *kk
Shipments of imports from--
Chind..vvvieeenoncensononens *hk *kk khk ke
All other countries......... okl faadul *kx lakud
Total.ivviveeeeonnennnonnes fakaka ook Kkx *kx
U.S. consumption....eceveunces kil bl *kk faduded
Straw headwear: ,
U.S. producers’ shipments..... *dok *kk kkk kkk
Shipments of imports from--
China..evieevenonccnconnenns khk bkl *kk *kk
All other countries......... hokull bokudal ladakal ladadl
Total.iversernennsensannss ok Xkk faladad *kk
U.S. consumption...ceveeensene kkk 284 316 *kk
Felt headwear:
U.S. producers’ shipments..... ok Hkk *kk *kk
Shipments of imports from--
China....ivvveneacoscennnons kK ko k *hk *kk
All other countries......... ke k% fahadal k%
Total..vveeeiveosennannnns *kk *kk okl ikl
U.S. consumption........veonee o 2 232" 217 . - 232 248
- Share of consumption quantity (percent)
Wool headwear:
U.S. producers’ shipments,....  **% kkk *kk okl
Shipments of imports from--
ChinB...ieeeeersnonacenssees  HKX kkk kkk hkk
All other countries......... _¥*** k% *kk fadaded
Total.seeveeneonoenennnnss _HkX Kk k *kk kk ok
Straw headwear:
U.S. producers’ shipments..... kkk *kk kK kkk
Shipments of imports from--
China@..viveverneecensonnnoes, HE% okl kK kxk
All other countries......... fadadal okl kkk *k%
Total...eeivinennnnnennne, _XH% *kk ke k kkk
Felt headwear:
U.S. producers’ shipments.....  **% k% fadabed k%
Shipments of imports from--
Chinad...iuiveeverrnnennnnnness HEX *kk kkk kkk
All other countries......... ol okl *hk il
Total....oviiininnnnennns, _K%% kK *kk kekk

Footnotes presented at‘end of table
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Table L-1--Continued

Wool, fur, felt, and straw headwear: U.S. producers’ domestic shipments,
shipments of imports from China and all other countries, and apparent
consumption, 1985-88

Source 1985 1986 1987 1988

Value (1,000 dollars) 2/

Wool headwear:

U.S. producers’ shipments..... kel okl falakd kk*
Shipments of imports from-- 4
China.:vivenrranennnsssnnnans *kk ko *kk kkk
All other countries......... falaka fakadal ko *k%
Total. . vvivennrennnnnnnes fakakal fadakd Fhk kkk
U.S. consumption.....veeeeee.. fakalal kxk ek fakakal
Straw headwear:
U.S. producers’ shipments..... HHk *kk kR *k%
Shipments of imports from--
Chind...vivvnsrennessooennns i *hk kkk Fdk
All other countries......... *x% akatad ok fakall
B 1] - 3 A fadadl ko k kkk fahadad
U.S. CONSUMPLioN..eveeeeeran. Hokk 9,826 10.898 Kok k
Felt headwear: ‘
U.S. producers’ shipments..... *kk e wkk khk
Shipments of imports from-- _
China....... et kA ke k *kk *k%
All other countries....... . faaa Kk il falakl
Total...... Ceeeeen ceeenea kkk ko k ko *kk
U.S. consumption...........o., 13,535 12,104 12,738 14,578

Share of consumption value (percent)

Wool headwear:

U.S. producers’ shipments..... Hkk k¥ okl *k%k
Shipments of imports from-- T
China.......civvvuennn Cheees *Hk *kk Kk *kok
All other countries......... *E%x Kk Kk wkE
Total....voveeuns e okl ks fokatl kkk
Straw headwear:
U.S. producers’ shipments..... i *kk kel kkk
Shipments of imports from--
China..... e ceeeae Kxx kK fakake *k%
All other countries......... kxk kkk ool ol
Total....... e e Kxk fadakad falakad okl
Felt headwear:
U.S. producers’ shipments..... Hkk *hE Lkt wdek
Shipments of imports from-- .
China....... et kel ekl Khk *dk
All other countries...... coe faladal *rk Kxk falad
Total............. ceenaaa, _EE% wkk fakal ke

1/ There were no reported shipments of imports of fur headwear.
2/ F.o.b. point-of-shipment, '

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