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Table J-5.--Nonrubber footwear sold to �C�F�~�~�I�N� �S�T�O�R�E�S�~� Quantities of domestic 
and imported nonrubber footwear, by major footwear categories and by 
wholesale price brackets, 1984--Continued 

(In �t�h�o�u�~�a�n�d�~� of pairs) 
Nunrlil>ber footwear categorie;,; 

and 
�w�r�r�o�l�e�~�a�l�e� price brackets 

Women's footwear:=-Continued 
Vinyl dress and casual �s�h�o�e�s�~� 

quantities 
Domestic 

quantities 
Import 

quantitie;;; 

Under $9.01--=--==-==--= �-�~�=�-�:� 17,542 2,087 15;455 
�$�9�.�0�1�-�$�1�4�.�0�0�-�-�-�-�=�=�~�=�-�-�-�-�-�=�=�-�:� 8,883 6,175 2;708 

�;�~�:�:�g�i�:�t�;�i�:�g�~�=�-�=�=�=�=�=�=�=�=�=�=�~�=�=�=�~� �i�:�~� 2/ 269 �i�;�~� 
Over $37.00--=--==--=--==-==-: 3! l./ 3! 

�~�~�~�2�"�"�"�"�1�-�,�1�~�·�~�-�,�~�-�~�-�.�.�~�~�~�=�o�;�,�s�-�,�-�~�-�~�-�1�~�-�-�~�~�~�l�~�o�~�.�;�-�6�~�2�~�~�=�.�~� �T�u�t�a�l�-�-�-�~�-�-�=�-�-�=�=�-�-�=�-�-�~�-�-�-�-�~�-�:� 

Vinyl sandals: 
Under �$�5�.�0�l�-�-�=�-�-�=�~�-�~�~�-�-�-�~�~�=�-�:� 3;333 �~�/� 3;333 
�$�5�.�0�1�~�$�1�0�.�0�0�-�=�-�-�=�=�-�-�=�-�-�-�~�-�:�·� 1,23! 525 712 
�$�1�0�.�0�1�=�$�1�7�.�0�0�=�-�-�=�=�-�=�=�-�-�=�=�~�=�-�:� 664 289 375 
$17.01-$24.00=--==--=--==-==-: 84 2/ 84 
Over $24. �0�0�-�-�-�-�-�-�-�~�-�=�=�-�:� 59 Z/ 59 

�-�-�-�-�~�~�=�-�-�-�-�-�~�-�-�~�~�-�-�-�.�,�.�.�,�.�.�.�,�-�-�-�-�~�-�-�~�-�,�=�.�.�.�,�,�,�.�.�,�.�.�.�,�.�~�-
�T�o�t�a�l�-�-�=�=�-�-�-�-�-�-�-�-�-�-�-�-�-�~�-�-�:� 

Children's footwear: 
Under �$�5�.�0�1�=�=�-�-�=�-�-�-�-�-�-�-�-�-�~�-�-�-�:� 
�$�5�.�0�1�=�$�9�.�0�0�-�-�-�-�-�-�-�-�-�-�-�-�-�=�~�=�-�:� 
�$�9�.�0�1�=�$�1�3�.�0�0�=�-�-�=�-�-�=�=�~�-�-�-�~�-�-�-�:� 
�$�1�3�.�0�1�-�$�1�8�.�0�0�-�-�=�-�-�=�=�-�-�=�-�-�=�~�-�-�:� 

�~�.� 3 ! f oi4 �4�;�5�6�~� 

2;;149 
.3,219. 
l,5!3 

198 

922 
1,977 

823 
106 

1;227 
1,242 

750 
92 

Ov€r $18. �o�o�-�-�~�-�-�-�-�-�-�~�~�-�-�-�-�:� 5 2/ 
�=�=�~�~�_�,�,�.�,�.�.�.�.�,�.�.�.�,�.�.�.�_�.�~�-�-�~�~�~�.�.�.�.�,�,�.�,�,�.�.�,�,�~�-�-�~�~�~� ....... �~�,�.�.�.�,�,�.�~�-

5 
�T�o�t�a�l�-�=�=�-�=�=�-�-�~�-�-�-�-�-�-�=�=�-�-�=�=�-�-�~�-�:� 

Athletic footw€ar; 
f, 144 �3�,�~�~�8� 3,316 . . 

Under �$�6�.�u�l�-�-�-�-�=�-�-�~�-�-�-�-�-�~�-�=�-�:� 5,550 864 4;686 
$6.01=$10.00=--=--==-----==--=-: �1�3�~�5�9�4� 13 13;581 
�$�1�0�.�0�l�-�$�1�7�.�0�0�-�-�~�-�=�=�-�-�=�-�~�~�-�:� 8,155 20 8;135 
$17 �.�O�l�-�$�2�4�.�0�0�-�-�-�-�-�-�-�-�-�-�-�-�~�=�-�:� 773 332 441 
Over �$�2�4�.�0�0�=�=�-�~�-�-�-�-�~�-�-�-�-�-�-�-�=�-�:� 1,424 90 1,334 

�-�-�~�~�_�_�,�.�.�;�.�.�.�,�_�.�,�~�~�-�-�~�~�.�-�,�,�,�.�-�,�,�.�.�,�,�.�,�,�,�~�-�-�=�=�-�-�~�~�"�.�.�,�,�-�:�=�'�=�'�~�-

Tot al - = - - == - �-�~�-�=�=�-�-�-�~�=�=�-�-�=�-�:� �2�~�,�4�9�5� l,Jl9 28,17; 

1/ Excludes cowboy boots. 
-2 __ ,t N - - d o sal€S data reporte • 

Source: Compiled from data submitted in r€sponse to questionnaires of th€ 
U.S. International Trade C<>lfilllission. 
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Table J-6.-Nonrubber footwear sold to SELF-SERVICE SHOE STORES AND DISCOUNT 
CHAINS: Quantities of domestic and imported nonrubber footwear, by major 
footwear categories and by wholesale price brackets, 1984 · 

(In thousands of pairs) 
Nonrubber footwear categories 

and , 
wholesale. price brackets 

Total 
quantities 

. . Domestic 
quantities 

Import 
quantities 

Men's footwear: 
Leather dress and 

casual shoes: : . 
Under $10.01;______ ---: 
$10.01-$18.00--------~---: 
$18.01-$25.00------~---------: 
$25.01-$38.00--------------: 

2,221 
2,134 

148 
57 

. . 

385 
889 
105 

20 
. . 

1,836 
1,245 

43 
37 

Over $38.00- --: 2/ 2/ : 2/ ____ _;;.:.,..----.....;_----~;,......,_.,,,..-.;._ ____ ~~~:0--

Tot al - - - --- ---- : 4,560 1,399 ·: 3,161 
Leather boots: 1/ 

Under $10.01-=----- : 487 
$10.01-$18.0<}------· · -: 1, 120 
$18.01-$25.00--------: 584 
$25.01-$38.00--------- --: 174 : 

37 
126 
141 

. . . . . . 
• . 

487 
1,683 

458 
33 

Over $38.00------ : 2/ : 2/ 2/ 
Total---------=----_;~2-,·9~g'5 __ ;..... ____ ;;.:..._3~0~4-~:------~2-,6~6~l:o--

Vinyl dress and casual shoes: : 
Under $10.01- --: 7,166 1,222 5,944 
$10.01-$18.00 ~---: 118 2/ : 118 
$18.01-$25.00-----· --: 2/ : 21 : 2/ 
$25.01-$38.oo-- : 2/ 2/ "'II 
Over $38.00------: 21 21 21 

Total-- ---------=----_;•7~,~2~8.,..4_,.;;..... __ .....;~1~,-2~2-2--~=------~6'"",0~6~2.--
Vinyl boots: 1/ : 

Under $10.0l-------: 1,500 
215 $10.01-$18.00-------------: 2/ 

787 . . 
$18.01-$25.00--------------: 2/ : 2/ 2/ 
$25.01-$38.00- : 21 2/ 21 

713 
215 

Over $38.00---- -----: 21 2/ 21 
Total-------~-=--_.;;;~1-,"""71""'5-~--~ .... 7!:!:"8"""'7,,__-.: ___ ...__ .... 9::"!:2~8~ 

Women's footwear: 
Leather dress and 

. . 
casual shoes: : 

Under $9.01--------------: 
$9~01-$14.00---- -: 
$14.01-$24.00--------------: 

1,287 
1,270 

32 

4,051 
2,018 

119 
35 $24.01-$37.00----- -----: 2/ 

. . . . 

: . . . . 

2,764 
748 

87 
35 

Over $37 .00----------: 2/ 21 2/ ___ _;;.:.,.......,. __ .....;.. ___ ~ ....... .....,,--...... __ --~~~.--
Tot al - - - - --- --;..~-: 6,223 2,589 3,634 

Leather sandals: : 
Under $5. 01..;.-------: 1, 613 
$5.01-$10.00----------: 1,638 
$10.01-$17.00------------: 1,654 .• . 

!:./ 

$17.01-$24.00-------- --: 11 2/ 

153 
34 

. . .. . . . . . 

1,613 
1,485 
1,620 

11 
Over $24.00-----------: 2/ 21 : 2/ 

Total---------------=---__;;;.:.4-,"'"'9"""1"""6 __ ;..... ____ ;;.:..._1"""8""'7--..;..... ____ ~.,..4 .... , 7""'2""'9,,....... 
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Table J-6.--Nonrubber footwear sold to SELF-SERVICE SHOE STORES AND DISCOUNT 
CHAINS: Quantities of domestic and imported nonrubber footwear, by major 
footwear categories and by wholesale price brackets, 1984--.. Continued 

(In thousands of pairs) 
Nonrubber footwear categories 

and 
wholesale price brackets 

Women's footwear:--Continued 
Vinyl dress and casual shoes: : 

Under $9.01------------------: 
$9.01-$14.00-----------------: 
$14.01-$24.00----------------: 
$24.01-$37.00-------------~-: 
Over $37.00-------------~: 

Total------=-------------: 
Vinyl sandals: : 

Under $5.01--=---------------: 
is.01-$10.00-----------------: 
10.01-$17.00------ . ---: 
$17.01-$24.00~------------: 
Over $24.00---------=--------: 
Total-----~--------------: 

Children's footwear: 
Under $5.01--------------------: 
$5.01-$9.00------- -: 
$9.01-$13.00---~----: 
$13.01-$18.00-------____..;----: 
over $18.00-----------: 
Total-~------------ -----: 

Athletic footwear: 
Under $6.01--------- --: 
$6.01-$10.00 ------: 
$10.01-$17.00-------------: 
$17.01-$24.00------------: 
over $24.00------------: 

Total------------

1/ Excludes cowboy boots. 
2/ No sales data reported. 

----: 

Total Domestic 
quantities quantities 

. . . . 
31,984 4,104 
2,150 1,725 

2/ 2/ 
21 2/ 
21 2/ 
34,134 5,829 

8,567 1 
955 378 
29 29 

2/ 2/ 
21 . 21 . 

9,551 408 

14,505 4,469 
1,426 291 

238 17 
58 2/ 

639 21 
16,866. 4,777 

10,380 1,665 
9,020 2/ 
1,434 2/ 

30 2/ 
40 24 

20,904 1,689 

Import 
quantities 

27,880 
425 

2/ 
2/ 
2/ . 28,305 . ' 

8,566 
577 . 2/ . 

"!/ 
21 

9,143 

. 10,036 . 
1,135 

221 
58 

639 
12,089 

8,715 
9,020 
1,434 

30 
16 

19,215 

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

A DISCUSSION OF EXCHANGE-RATE CHANGES AMONG THE TOP FOUR 
FOREIGN COUNTRIES SUPPLYING NONRUBBER FOO'nv"EAR 

· · TO THE U. S • MARKET 
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Unless offset by other factors, including differences in relative 
inflation rates, changes in the U.S. dollar value of foreign currencies can 
alter the competitiveness of imports in the United States. 1/ For.example, a 
strong dollar and a relatively high rate of u.s. inflation can cause the 
foreign currencies to decrease in value (the u.s. dollar to increase in 
value), increasing the competitiveness of imports in the United States. 

To determine if changes in exchange rates have been affected by changes 
in inflation rates, real exchange-rate indexes are often used. These indexes 
deflate changes in nominal exchange rates by changes in relative price 
levels. They show the change in competitiveness between the products of two 
countries since a base period. 2/ Real exchange rate indexes between the U.S. 
dollar and selected foreign currencies were calculated as follows: 11 

Real ha t id · Nominal exchange-rate index X Foreign price index 
exc nge-ra e n ex = U s i i d •• pr ce n ex 

If the real exchange-rate index equals 100, the real dollar ¥alue of the 
foreign currency has not changed since a base period. If the real exchange­
rate index is less than 100, the dollar value of the foreign currency has 
decreas~d since a base period, and foreign products in general have become 
more competitive with U.S. products. The index would be less than 100 if 
either the foreign price level has fallen relative to the U.S. price level 
with no change in nominal exchange rates, or the dollar value of the foreign 
currency has decreased in foreign exchange markets with no offset.ting movement 
in relative price levels. If the real exchange-rate index is greater than 
100, the dollar value of the foreign currency bas increased since a base 
period, and the foreign products in general have become less competitive with 
U.S. products. 

Tables K-1 through K-4 present quarterly indexes of producer prices in 
the United States and in the top four foreign countries supplying nonrubber 
footwear to the U.S. market, from January-March 1981 (the base period) through 
October-December 1984. These tables also show, for the same period, quarterly 
indexes of the nominal and real exchar.ge rates between the U.S. dollar and the 

1/ A study by the U.S. International Trade Commission found that although 
changes in exchan_ge rates influence trade, other factors including 
competitors' prices, prod·uct demand, and manufacturing costs are often equally 
important--The Effect of Changes in the Value of the U.S. Dollar on Trade in 
Selecte4 Commodities, Report on Investigation No. 332-150 ••• , USITC 
Publication No. 1423 (September 1983). 

2/ The price advantage from exchange-rate changes that foreign producers 
en}oy in the United States applies only to those imported products that use 
inputs that are priced in foreign currency. If the foreign producers pay U.S. 
dollars for ail of their inputs, they gain no competitive advantage, vis-a-vis 
U.S producers, from currency fluctuations. The price of some inputs must be 
denominated in the foreign currency for the foreign producer.to gain some 
competitive advantage. 

3/ The index of real exchange rates is based on nominal exchange rates 
expressed in U.S. dollars per unit of foreign currency. 
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currencies of these four countries. 1/. As shown in tables K-1, K-2, and K-4, 
the foreign currencies of Taiwan, Ko~ea, ·and Italy de.preciated in real terms 
against the U.S.· dollar· since January:--March 1980, tanging from 15 to 37 
percent and averaging (on-an unweighted· basis) approximately-23 percent. On 
an individual country basis, the Taiwan dollar depreciated in real terms 
against the U.S. dollaI'. by approximately 15 percent, the Korean won 
depreciated by approximately 17 percent, and the Italian lira depreciated by 
approximately 37 percent. 

As shown in table K-3, the Brazilian cruzeiro appreciated in real terms 
against the U.S. dollar since the base period, by approximately 4 percent. 
This appreciation ~ccurred because of the much higher rate of inflation in 
Brazil than in the United States during this period--approximately ~,511 
percent versus about 20 percent--which more than off set the large nominal 
depreciation of. the Brazilian cruzeiro, of about 98 percent~ Between 
January-March 1981 ·and October-December 1984, when much of the increase in 
imports from Brazil occurred, the cruzeiro depreciated in real terms against 
the u.s. dollar by approximately 19 percent. · 

l/ The indexes of producer prices and exchange rates were calculated from 
data reported by the International Monetary Fund, International Financial 
Statistics and by the Taiwan Government, Financial Statistics--The Republic of 
China (compiled in accordance with the IFS format). · 
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Table K-1.--Indexes of producer prices in the United States and Taiwan and 
indexes of the nominal and real exchange rates between the U.S. dollar and 
the New Taiwan dollar, by quarters, January 1980-December 1984 

(January-March 1980=100) 

Period 
:united States : Taiwan • Nominal • 
:producer price:producer price: exchange-rate: 
• index • index • index l/ • 

1980: 
January-March----: 
April-June-------: 
July-September---: 
October-December-: 

1981: 
January-March----: 
April-June-------: 
July-September---: 
October~December-: 

1982: 
January-March----: 
April-June-------: 
July-September---: 
October-December-: 

1983: 
January-March----: 
April-June-------: 
July-September---: 
October-December-: 

1984: 
January-March----: 
April-June-- -: 
July-September---: 
October-December-: 

100.0 
102.1 
105.4 ': 
107.6 : 

111.0 
113.5 
114.2 
114.l ': 

115.1 
115.2 
115.8 
115.9 

116.0 
116.3 
117.4 
118.0 

119.3 
120.l 
119.8 
119.6 . . 

: - : 

100.0 
103.8 
106.6 
109.7 

112.6 
113.3 : 
113.l 
113.l 

112.8 
113.2 
112.9 
112.4 

110.4 
111.2 
111.6 
111.8 

: 
112.1 
112.7 : 
112.0 
111.3 : 

100.0 
100.2 
100.4 
100.4 

100.2 
99.2 
97.2 
95.4 

95.2 
93.2 
91.0 
89.9 

90 .. 5 
90.2 
90 .• 0 
89 .. 8 

. . 

: ' 

89. 9 :. 
90.9 
92.l 
91.8 

Real 
exchange-rate 

index y 

100.0 
101.9 
101.5 
102.4 

101.6 
99.0 
96.3 
94.6 . 

93.3 
91.6 
88.7 
87.2 

86.l 
86.2 
85.6 
85.1 

84.5 
85.3 
86.l 
85.4 

l/ Based on exchange rates expressed in U.S. dollars per New Taiwan dollar. 

Source: The Taiwan Government, Financial Statistics--The Republic of China 
(compiled in accordance with the IFS format). · 
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Table K-2.--Indexes of producer prices in the United States and Korea and 
indexes of the nominal and real exchange rates between the U.S. dollar and 
the Korean won, by quarters, January 1980-December 1984 

(January-March 1980=100) 

Period 
:united States : Korean : Nominal • 
:producer price:producer price: exchange rate: 
• index • index • index 1/ • 

1980: 
January-March----: 
April~June-------: 
July-September---: 
October-December-: 

1981: 
January-March----: 
April-June----•--: 
July-September---: 
October-December-: 

1982: 
January-March----: 
April-June-------: 
July-September---: 
October-December-: 

1983: 
January-March----: 
April-June-------: 
July-September---: 
October-December-: 

1984: 
January-March----: 
April-June-------: 
July-September---: 
October-December-: 

100.0 
102.l : 
105'. 4 : 
107.6 

111.0 
113.5 
114.2 
114.1 

115.1 
115.2 
115.8 
115.9 

116.0 
116.3 
117.4 
118.0 

119.3 
120.1 
119.8 
119.6 

100.0 
110.8 
114.9 
121.l 

127.7 
135.l 
138.3 
138.4 

140.4 
140.9 
141.4 
141.9 

142 •. 4 
141.3 
140.9 
140.9 

141.4 
141.9 
143.l 
143.2 

. . 
100.0 
96.l 
93.1 
87.7 

85.6 
83.9 
83.3 
82.8 

80.4 
78.4 

. 77.0 
76.7 

75.8 : 
74.2 
72.7 
71.8 

71.8 : . 
71.6 
70.S 
69. 7 

Real 
exchange rate 

index 1/ 

100.0 
104.3 
101.5 

98.7 

98.4 
99.9 

100.8 
100.4 

98.1 
95.8 
94.1 
93.9 

93.1 
90.2 
87.2 
85.7 

85.l 
84.5 
84.2 
83.4 

1/ Based on exchange rates expressed in U.S. dollars per Korean won. 

Source: International Monetary Fund, International Financial Statistics. 
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Table K-3.--Indexes of producer prices in the United States and Brazil and 
indexes of the nominal and real exchange rates between the U.S. dollar and 
the Brazilian cruzeiro, by quarters, January 1980-December.1984 

(January-March 1980•100) . . . 
:united States : Brazilian : Nominal . Real 

Period :producer price:producer price: exchange-rate: exchange-rate 
• index • index • index Y . index 1/ . . . : . 

1980: . . . . 
January-March-: 100.0 100.0 100 •. 0 100.0 
April-June----: 102.l 120.2 . 90.3 106.4 . 
July-September---: 105.4 . 149.1 82.3 . 116.4 . . 
October-December-: 107.6 183.8 : 73.4 . 125.4 .. 

1981: . . . . 
January-March~-: 111.0 . 222.1 63.6 . 127.2 .. •, 
April-June----~: 113.5 265.8 53. 7.: 125.7 
July-September---: 114.2 307.1 . 45.l . 121.3 . . 
October-December-: 114.1 356.6 . 38.1 119.1 . . : 

1982: . . . . 
January-March----: 115.1 418.5 32.6 : 118. 7 
April-June -: 115.2 505.3 : 28.l 123.2 
July-September---: 115.8 597.6 23.7 122.5 
October-December-: 115.9 690.5 . 19.5 . 116.4 . . 

1983: . . . . . . . . 
January-March----: 116.0 861.8 . 13.8 102.5 . 
April-June . 116.3 .. 1,139.3 . 9.5 . 92.7 . . . . 
July-September---: 117.4 1,632.l : 7.1 98.0 
October-December-: 118.0 2,300.1 . 5.2 . 101.1 . . 

1984: . : . 
January-March----: 119.3 3,032.1 . 3.9 100.3 . 
April-June . !20.1 4,028.2 . 3.0 99.7 . . 
July-September---: 119.8 5,374.8 : 2.2 100.7 
October-December-: 119.6 7,511.3 . 1.6 103.5 . . . 
!7 Based on exchange rates expressed in U.S. dollars per Brazilian cruzeiro. 

Source: International Monetary Fund, International Financial Statistics. 
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Table K-4.--Indexes of producer prices in the United States and Italy and 
indexes of the nominal and real exchange rates between the U.S. dollar and 
the Italian lira, by quarters, January 1980-December 1984 

(January-March 1980=100) 

Period 
:united States : Italian : Nominal Real 
:producer price:producer price: exchange-rate: exchange-rate 
• index • index : index 1/ • index 1/ 

1980: 
January-March--: 
April-June-------: 
July-September--: 
October-December-: 

1981: 
January-March----: 
April•June-------: 
July-September---: 
October-December-: 

1982: . 
January-March----: 
April-June-------: 
July-September~: 

October-December-: 
1983: 

January-March----: 
April-June-·--­
July-September--: 
October-December-: 

1984: 
January-March----: 
April-June-----: 
July-September---: 
October-December-: 

100.0 
102.l 
105.4 
107.6 

111.0 
113.5 
114.2 
114.1 

115.l 
115.2 
115.8 
115.9 

116.0 
116.3 
117.4 
118.0 

119.3 
120.l 
119.8 
119.6 

. . 

. . . . . 
100.0 
103.6 
105.9 : 
109.9 : 

114.5 : 
120.3 : 
124.6 : 
129.6 

: 
133.8 : 
136.5 : 
140.9 : 
145.6 . . 
147.9 : 
150.3 
153.8 : 
158.9 : 

: 
163.·g 
167.6 : 
169.7 : 
173.0 : . . 

100.0 
96.9 
97.8 
91.0 .: 

82.4 
72.7 
67.9 
69.0 

65.4 
62.5 
59.2 
57.5 

58.9 
55.8 
52.4 
so.a 

49.6 
45.8 
45.8 
43.6 

1/ Based on exchange rates expressed in U.S. dollars per Italian lira. 

100.0 
98.3 
98.2 
93.0 

84.9 
77.1 
74.1 
78.3 

75.9 
74.0 
72.0 
72.2 

75.2 
72.2 
68.6 
68.3 

68.2 
68.7 
64.9 
63.l 

Source: International.Monetary Fund, International Financial Statistics. 





A-185 

APPENDIX L 

STAFF ANALYSIS OF CONSUMER COSTS AND EMPLOYMENT 
EFFECTS OF PROPOSED REMEDIES 
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This paper summarizes calculations of the consumer costs and employment 
effects of the remedies proposed by the Commissioners in the Section 201 
investigation of nonrubber footwear, and of the remedy proposed by the 
petitioners for the domestic nonrubber footwear industry. !I Additional 
discussion of reme1y issues are contained in memoranda on remedy alternatives, 
202(c) considerations, and analysis of the petitioners' remedy that were 
su~mitted to the Commission. 

Chairwoman Stern and Commissioners Eckes, Lodwick, and Rohr recommend 
that the President impose quantitative restrictions for a 5-year period on 
such imported footwear valued by the U.S. customs Service over the amount of 
$2.50 per pair as follows--

Year 
First 
Second 
Third 
Fourth 
Fifth 

Quantity 
(million pairs) 

474 
474 
488 
517 
564 

With such footwear to be entered pursuant to import licenses sold by the 
Government through an auctioning system as provided for in 19 u.s.c. 2581. 
Commissioners Eckes, Lodwick, and Rohr recommend that quantitative 
restrictions should be imposed retroactive to June 1, 1985. 

Chairwoman Stern and Commissioner Rohr recommend that the President 
administer the quota as -follows--

Licenses for 
nonathletic footwear Licenses for Licenses for 

valued over ~2.50 nonathletic footwear athletic footwear 
but not over ~5.00 valued over ~5.00 valued over ~2.50 

per pair per pair per pair 
~ (million pairs) (million pairs) (million pairs) 

First 150 214 110 
Second 150 214 110 
Third 155 220 113 
Fourth 164 233 120 
Fifth 179 254 131 

!I The consumer effects and employment effects were estimated from 1984 data 
based on the methodolgy developed by Donald Rousslang and John Suomela, 
.. Calculating the Consumer and Net Welfare Costs of Import Relief.•• A copy of 
this study is enclosed with this memorandum. The· following price elasticities 
for nonrubber footwear were used to calculate the ~onsunter and employment 
effects: A domestic demand elasticity of -1.8, an import demand elasticity of 
-2, and a total demand elasticity of -.5; a domestic ~upply elasticity of 4.2 
and an infinite foreign supply elasticity. 
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but licenses for athletic footwear shall be reserved only for athletic 
footwear; licenses for nonathletic footwear valued over $2.50 but not over 
$5.00 per pair may also be used for athletic footwear; and licenses for 
nonathletic footwear valued over $5.00 may be used for any footwear subject to 
the quota. Commissioners Eckes and Lodwick recommend that it is not 
appropriate for the President to divide the quota into three segments. 

The petitioners proposed a remedy limiting all imports of nonrubber 
footwear to 55.2 percent of the U.S. market. 

Consumer costs !/ 

A 474 million pair import restriction could increase prices of domestic 
nonrubber footwear by about 5 percent and prices of the imported footwear by 
about 15 percent in the first quota year. These price increases would thus 
impose a consumer cost of about $832 million. If the quota were allocated by 
imported footwear categories, as suggested by two Commissioners, domestic 
prices might still rise by about 5 percent. £1 Import prices, however, could 
rise by as much as 22 percent for imported nonathletic footwear with a customs 
value above $5.00 per pair, ~/ about 8 percent for imported nonathletic 
footwear between $2.50 and $5.00 per pair, and about 6 percent for imported 
athletic footwear with a customs value greater than $2.50 per pair. !I The 
costs to consumers of an allocated quota might be higher than with an 
unallocated quota because the allocated quota restriction is concentrated on a 
large category of higher priced footwear. 

Assuming that the rents from the quota remained in the United States, and 
that the supply from each foreign market segment is infinitely elastic, then 

l/ The estimated consumer costs were based on increased prices to U.S. 
residents at the wholesale level. If consumer costs were based on increased 
prices at the retail level, such costs likely would be greater. 

i1 This calculation of the price of imports does not take into consideration 
the use of licenses in the above $5.00 category for the $2.50-$5.00 category 
and for the athletic footwear, or the use of the licenses in the $2.50-$5.00 
category for the athletic category. This flexibility would, however, reduce 
the effect of the restriction on import prices. Calculation of the price 
effect of an allocated quota is not possible because substitution between 
categories cannot be predicted in the model. 
~/ The relatively large increase in prices of imported nonathletic footwear 

above $5.00 per pair reflects the much greater restrictiveness of the 
suggested allocated quota in this imported footwear category compared to the 
other restricted categories. Based on 1984 import levels, the allocated quota 
would reduce imported nonathletic footwear above $5.00 per pair by 
approximately 25 percent, imported nonathletic footwear between $2.50 and 
$5.00 per pair by about 13 percent, and imported athletic footwear above $2.50 
per pair by about 7 percent. The 13 and 7 percent figures assume that imports 
of 150 million pair and 110 million pair, respectively, would occur under the 
allocated quota. All dollar figures are customs values. 

!I See footnote 2, above. 
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United States net welfare cost for a segmented quota would be at least as high 
as that for an unsegmented quota. However, if foreign supply is not 
infinitely elastic for individual market segments, some of the net welfare 
cost would be borne by foreigners, and United States net welfare cost could be 
lower for some segmented quotas. In any of these cases, costs to United 
States consumers might be lower with some segmented quotas depending on 
consumer demand for particular categories of footwear. 11 If the 474 million 
pair quota were not allocated, the consumer cost is estimated to. be about $832 
million. 

The 55.2 percent import market share quota proposed by the petitioners 
could result in first year consumer costs of about $1.4 billion. ~/ All the 
above estimated consumer costs .could fall in subsequent quota years if the 
quota is liberalized during the quota period, or if domestic producers reduce 
their costs and hold the line on prices, as argued by the petitioners. 

Employment effects 

To determine the positive employment effects in the nonrubber footwear 
industry, 11 we need estimates of the responsiveness of domestic output to the 
increase in the price of footwear, typically measured by the price elasticity 
of supply. Although the petitioners assume that the price elasticity of 
domestic supply for nonrubber footwear is infinite, actual estimates of the 
domestic supply elasticity range from less than 2 to 10. Because of possible 
difficulties in substituting domestic production for imports and expanding 
domestic production in the short run, a finite elasticity may be more 
appropriate than an infinite elasticity. Under an unallocated import quota of 
474 million pairs, domestic employment in the nonrubber footwear industry 
could rise by about 23,800 workers in the first quota year. Similar 
employment effects would result with the allocated quota provisisons 
reconunended by two of the Conunissioners. !I The petitioners' proposed quota 

11 The consumer cost of the allocated quota without substitution between 
categories was estimated to be about $858 million. The calculations of 
consumer cost did not take into account any cross-category substitution under 
an allocated quota. Chairwoman Stern and Commissioner Rohr note that based on 
the recent composition of imports, their recommended allocated quota was 
relatively less restrictive for lower-priced shoes than for higher-priced 
shoes. Thus, substitution of lower-priced for higher-priced shoes could make 
the total consumer cost of the allocated quota less than the cost of the 
non-allocated quota. 

~I Other single year calculations of consunier costs resulting from the 
petitioners' proposed import quota ranged from the Federal Trade Conunissions' 
estimate of $655 million to the Taiwan Footwear Manufacturers Association 
estimate of $1,153 million. 

11 The Commission did not analyze upstream and downstream employment effects 
of an import quota. 

!I The employment effects of an allocated quota could also vary depending 
upon cross-elasticities betweeen categories that are not calculated in this 
memorandum. 
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could result in first year employment gains in the nonrubber footwear industry 
of about 38,000 workers. These employment gains, however, will largely be 
lost either to domestic producers' productivity improvements; as suggested by 
the petitioners, or in the absence of significant productivity gains to import 
competition after ~elief expires. 

To measure the effect of import quotas on employment in upstream 
industries, such as the supplier industries, the petitioners cited Bureau of 
Labor Statistics that showed an historical employment multiplier between 
nonrubber footwear and related products to be about 1.63. l/ This figure 
suggests that indirect job creation in supplying industries would be about 63 
percent of the employment increase in the footwear industry. Using the 63 
percent figure, the petilioners estimated that their import quota could 
increase employment in the supplying industries by about 23,000 workers. 

l/ No figures were available relating the change in the number of nonrubber 
footwear workers lo employment changes in downstream sectors, such as in 
distribution and retailing. 






