b

UNITED STATES INTERNATIONAL TRADE COMMISSION

FOOTWEAR

Report to the President
on Investigation No. TA-201-7
Under Section 201 of the Trade Act of 1974

USITC Publication 758
Washington, D.C.
February 1976






Report to

CONTENTS

the President---------------------------——---——-

Determination of the Commission---------------~-------

Views
Views
Views
Views
Views

of Vice Chairman Minchew and Commissioner Parker
of Chairman Leonard--------------~--——cc—
of Commissioner Moore--------=-=--==---ce--oo---
of Commissioner Bedell------------------=-------
of Commissiomer Ablondi-------------=-=---------

Information obtained in the investigation:
Introduction-----—-—--- - oo
Previous investigations--------------—--------o-————
Description of products-------------cmcmmcmoo oo
The question of increased imports:
U.S. imports---------—----c--mm oo e

Principal supplying countrieS----------------c-c-——--
ComposSition--=---=—===---- e

Footwear for women and misses-------------
Footwear for men, youths, and boys--------

Footwear for children and infants-----------------
Work footwear-----------—----“cccemmm oo
Athletic footwear-------------------~—~—~—~———~———~—~———-

Republic of Korea--------------------coommmmmem oo -~
Argentina----------=--m--- e
Other countries-----------—-———-c-mmm e -

The question of serious injury to the domestic industry:
U.S. producers:

Number of firms and establishments----------------~---
Major producing areas------------=---=———=m---—o———n_
Establishments in Puerto Rico----------------cccm---
Entries and exitsS-----------------c-momommmm e
Capacity-~---==-=-m- s e
Si1zZe groupS-----=-=m-- - mm— e ——me——— -
Product specialization------------------~--c""----
Industry concentration------------------co--mooooo-o
Marketing channels-------------—=-——-----"o-mm-—-

Retail outletS---==----emommommmmmm oo

Distribution of U.S. production and imports

Research and technological changes in the U.S.

nonrubber footwear industry-------------—=------———---

Comnarison of U.S. and foreien footwear

technology--------=-—~-ccmmm e
Innovations in U.S. footwear technology----------
Nature of U.S. footwear industry research--------

U.S. producers' efforts to compete with imports------

A-38

A-38
A-40
A-42
A-43
A-44
A-46
A-47
A-48
A-49

A-51
A-51
A-52
A-53
A-55
A-56
A-59
A-63
A-64
A-64
A-69

A-71

A-71
A-73
A-74
A-76



ii
CONTENTS

Page

Information obtained in the investigation--Continued
The question of serious injury to the domestic industry--
Continued
U.S. production and shipments:

Trend of production and shipments--------------———---. A-79
Shipments from Puerto Rico---------------——-o--__ A-81
Composition of production-------------cccomo—-. A-81
Footwear for women-------------c--coo— A-82
Footwear for misses-----------o--mmmommooon o A-83
Footwear for men-----------------———————-_ A-83
Footwear for youths and boys----------------——--- A-83
Footwear for children---------------~--ccu——-_ A-84
Footwear for infants--------------—~-——__ A-84
Athletic footwear-----------ccommmmmee oo A-84
Slippers---==~---=c-cm oo A-85
Work shoes---~-----mcmmmmm oo A-85
Information obtained from producers' questionnaire--- A-85
U.S. eXpPortS=-==-=-rm o oo oo o A-88
U.S. producers' inventories--------—--—c-cccmmmmmno oo A-89
U.S. employment--===-==----cmo-cmmm oo A-92
Employee earnings: level and trend-----------~----~- A-97
Earnings: survey characteristics---------=--~----—--- A-101
Foreign wage rates-----~--=----commommmmm e A-103
Characteristics of the work force-----------~-ccceno A-105
Productivity---=---c--c- oo A-107
Unemployment--------------commm oo A-113
Prices in the U.S. market:
Pricing practices and markups---------------~---———~_ A-116
Price trends------~-=--- oo A-117
Domestic and import prices------------------~—----——_ A-123
Wholesale price ranges----------—=——--—-—-———~~-——~————- A-131
Profit-and-loss-experience of domestic producers--------- A-132
The question of imports as a substantial cause of serious
injury: '
Apparent U.S. consumption-------------ccommmmmeme A-139
Imports and market penetration---------------ccceon A-141
Factors affecting U.S. consumption---------=----~c--coo- A-144
Population-------------- e A-144
Disposable personal income---------------—--~cc---- A-145
Interviews with purchasers of footwear--------------- A-147
Review of Footwear NeWS---=---moommmmmo e A-150
Consumer-behavior studies------------occccmem A-153
Industry survey of footwear fashion sources---------- A-157
Information obtained from reports filed with the Securities
and Exchange Commission--------=--c-c--ommmoommooo A-158

Appendix A. Part 1A of Schedule 7 of the Tariff Schedules of the
United States Annotated (1975)-=-~--=----cccocmmmmmmm o B-1
Appendix B. Statistical tables------------ocmmcmm oo C-1



la.

1b.

2a.

4a.

S5a.

iii
CONTENTS
Appendix Tables Page

Nonrubber footwear (including zoris and paper slippers): U.S.
production, imports for consumption, exports of domestic mer-
chandise, apparent consumption, and per capita consumption,
3-year averages 1954-62, annual 1963-74, January-September
1974, and January-September 1975---------—--moomcm e C-2

Nonrubber footwear: U.S. production, imports for consumption,
exports of domestic merchandise, apparent consumption, and
per capita consumption, 3-year averages 1954-62, annual
1963-74, January-September 1974, and January-September 1975----- C-3

Footwear (including canvas footwear and zoris and paper slippers):
U.S. production, imports for consumption, exports of domestic
merchandise, apparent consumption, and per capita consumption,
1963-74, January-September 1974, and January-September 1975---- C-4

Nonrubber footwear. (including zoris and paper slippers): U.S.
imports for consumption, by principal sources, 1970-74,
January-September 1974, and January-September 1975-------=------ C-5

Nonrubber footwear: U.S. imports for consumption, by principal
sources, 1970-74, January-September 1974, and January-
September 1975--=------- oo eme e C-6

Footwear of leather: U.S. imports for consumption, by principal
sources, 1970-74, January-September 1974, and January-
September 1975--- -~ --- oo oo mem—me oo oo C-7

Certain footwear of rubber or plastics (TSUS item 700.55--including
zoris): U.S. imports for consumption, by principal sources,
1970-74, January-September 1974, and January-September 1975--—- C-8

Certain footwear of rubber or plastics (TSUS item 700.55--
excluding zoris): U.S. imports for consumption, by principal
sources, 1970-74, January-September 1974, and January-
September 1975---=--m-co oo —- C-9

Other nonrubber footwear (including paper slippers): U.S.
imports for consumption, by principal sources, 1970-74,
January-September 1974, and January-September 1975-------------- C-10

"Other'" nonrubber footwear (excluding paper slippers): U.S.
imports for consumption, by principal sources, 1970-74,
January-September 1974, and January-September 1975-------------- C-11

Nonrubber footwear: U.S. imports for consumption from Taiwan,
by selected TSUSA items, 1974-~-----=----oommmmomm oo oo C-12



10.

10a.

11.

12.

13.

13a.

14.

l4a.

iv

CONTENTS

Appendix Tables

Nonrubber footwear:

Nonrubber footwear:

Nonrubber footwear:

Nonrubber footwear (including
imports for consumption, by
1974, and January-September

Nonrubber footwear (excluding
imports for consumption, by
1974, and January-September

Nonrubber footwear (including
imports for consumption, by
January-September 1974, and

Nonrubber footwear (including
imports for consumption, by
January-September 1974, and

U.S. imports for consumption from Italy,
by selected TSUSA items, 1974

U.S. imports for consumption from Spain,
by selected TSUSA items, 1974

U.S. imports for consumption from Brazil,
by selected TSUSA items, 1974

zoris and paper slippers): U.S.
types, 1969-74, January-September

zoris and paper slippers): U.S.
types, 1969-74, January-September

zoris and paper slippers): U.S.
selected TSUS items, 1971-74,

January-September 1975--~------=---

zoris and paper slippers): U.S.

types and TSUSA items, 1974,

January-September 1975-------------

Nonrubber footwear for women and misses (other than athletic
and work and including paper slippers): U.S. production,
imports for consumption, and apparent consumption, 1968-74,
January-September 1974, and January-September 1975---------=---- C-25

Nonrubber footwear for women and misses (other than athletic
and work): U.S. production, imports for consumption, and
apparent consumption, 1968-74, January-September 1974, and
January-September 1975-------- - = C-26

Nonrubber footwear for men, youths, and boys (other than athletic
and work and including paper slippers): U.S. production,
imports for consumption, and apparent consumption, 1968-74,
January-September 1974, and January-September 1975-------------- Cc-27

Nonrubber footwear for men, youths, and boys (other than
athletic and work): U.S. production, imports for con-
sumption, and apparent consumption, 1968~74, January-September
1974, and January-September 1975--------wmcmcmmmmm e — o~ C-28



15.

16.

17.

17a.

17b.

18.

19.

20.

21.

22.

23.

23a.

23b.

v
CONTENTS
Appendix Tables Page

Nonrubber footwear for children and infants (other than
athletic and work): U.S. production, imports for consumption,
and apparent consumption, 1968-74, January-September 1974, and
January-September 1975-~-c--—memmcm e e C-29

Work footwear: U.S. production, imports for consumption, and
apparent consumption, 1968-74, January-September 1974, and
January-September 1975-----~-----cc C-30

Athletic footwear: U.S. production, imports for consumption,
and apparent consumption, 1968-74, January-September 1974,

and January-September 1975--—-=---c---mommmmmmmmm o mm oo oo C-31

Nonrubber footwear: imports by respondents to importers' question-
naire, by types, 1970-74, January-June 1974, and January-
June 1975 - - -mmm o e e m e o mommm— oo - C-32

Nonrubber footwear: imports by respondents to producers' question-
naire, by types, 1970-74, January—June 1974, and January-

June 1975 -= - - e e e e e e e m s m oo C-34
Nonrubber footwear: Annual production in selected countries and

areas, 1954, 1960, and 1963-74----commmmmmmmm oo - C-36
Footwear: U.S. production, by geographic areas, 1965-73---------- - C-37
Nonrubber footwear: Number of entries, exits, and plants,

1953-74 - o mmm e e e e —— - - C-38
Nonrubber footwear: Utilization of plant capacity, 1953-74----- - C-39

Nonrubber footwear: Utilization of capacity, by types of foot-
wear, 1968-74, January-May 1974, and January-May 1975----------- - C-40

Nonrubber footwear: Number of U.S. producing companies and their
aggregate output, by SIC product classes and by size of output,

Nonrubber footwear: Number of U.S. producing companies and their
aggregate output, by SIC product classes and by size of output,
1969 -—-mmmmm e e e e mmm oo - C-42

Nonrubber footwear: Number of U.S. producing companies and their
aggregate output, by SIC product classes and by size of output,
1974~ mm e m e m— e mmmmm oo mm oo - C-43



24.

25.

25a.

25b.

26.

27.

27a.

27b.

27c.

27d.

27e.

28.

vi
CONTENTS
Appendix Tables Page

U.S. companies producing nonrubber footwear, total value of
shipments and percentage distribution by selected groups,
selected years 1947 to 1972~------vmmcommmmmi e C-44

Footwear: U.S. sales, by principal types of retail outlet, 1963,
1967, and 197 2----—m-mmmm e m e e o C-45

Number of establishments retailing footwear in the United States,
by principal types of retail outlet, 1963, 1967, and 1972----- C-46

Retail sales of footwear in the United States, by types of retail
outlet, 1963, 1967, and 1972--=---m-cmmoom e C-47

Footwear, leading parent companies operating shoe retail outlets,
1971, 1972, and 1975---~-mrmommmmmm i m e C-48

Footwear: Leading shoe chains operating chain stores and leased
shoe departments, 1971, 1972, and 1975-------------mco - C-49

Nonrubber footwear: Percentage distribution of sales by respon-
dents to importers' questionnaire, by types of market outlet,
1970-74--—-~- e e C-51

Nonrubber footwear: Percentage distribution of sales by respon-
dents to producers' questionnaire, by types of market outlet,

Nonrubber footwear: Percentage distribution of U.S. producers'
sales, by size of output and type of market outlet, 1970,
1972, and 1974-----—---mmmm e e C-53

Nonrubber footwear: Number of retail outlets owned or leased
by firms or their subsidiaries responding to importers'
questionnaire, on Jan. 31 of 1971-75--~--—~-c-memmmmome—o --C-54

Nonrubber footwear: Number of retail outlets owned or leased
by U.S. producers and their subsidiaries, by size of output,
on Jan. 31 of 1971, 1973, and 1975------------mcommmmcma C-55

Nonrubber footwear: U.S. production and shipments, 1960-74,
January-September 1974, and January-September 1975------------ C-56



29.

29a.

30.

30a.

30b.

30c.

30d.

30e.

30f.

30g.

31.

3la.

vii
CONTENTS
Appendix Tables Page

Nonrubber footwear: Shipments from Puerto Rico to the United
States, by types, 1965-74, January-May 1974, and January-
May 1975--- == mmm o mm e o e mm e e oo C-57

Nonrubber footwear: U.S. production, by types, 1968-74,
January-September 1974, and January-September 1975------------- C-58

Nonrubber footwear: U.S. production of shoes and slippers, by
types of upper, 1969-74, January-September 1974, and January-
September 1975--~~-= o= - oo oo m oo C-59

Nonrubber footwear: U.S. production, by size of output and type
of footwear produced, 1974----m-cmmmmmommmo oo C-60

Nonrubber footwear: Percentage distribution of U.S. production,
by size of output and type of footwear produced, 1974---------- C-61

Nonrubber footwear: U.S. production of women's footwear, by
types and size of output, 1970-74, January-June 1974, and
January-June 1975-=----mmmm oo C-62

Nonrubber footwear: U.S. production of misses' footwear, by
types and by size of output, 1970-74, January-June 1974,
and January-June 1975-- - mm - mm oo e e C-66

Nonrubber footwear: U.S. production of children's and infants'
footwear, by types, and by size of output, 1970-74, January-
June 1974, and January-June 1975----==--ccmoc-ommmmmmeomooo C-68

Nonrubber footwear: U.S. production of men's footwear, by types
and by size of -output, 1970-74, January-June 1974, and January-
JUNE 1975 mm o m e e o e m e C-70

Nonrubber footwear: U.S. production of youths' and boys' foot-
wear, by types and by size of output, 1970-74, January-June
1974, and January-June 1975---==-===--m-commmmmmmeem oo C-74

Nonrubber footwear: U.S. exports of domestic merchandise, by

types, 1970-75, January-September 1974, and January-September

Nonrubber footwear: U.S. exports of domestic merchandise, by
principal markets, 1970-74----==--=--eommom oo C-79



31b.

32.

32a.

32b.

33.

34.

35.

36.

37.

37a.

37b.

viii
CONTENTS
Appendix Tables Page

Nonrubber footwear: Inventories of U.S. producers on Dec. 31
of 1970-74, Mar. 31 and June 30, 1974, and Mar. 31 and
June 30, 1975----m-mr s e C-80

Total U.S. employment in all manufacturing and average number
of all employees, production workers, and women employees
engaged in the production of nonrubber footwear, 5-year
averages 1950-74, annual 1970-74, January-September 1974,
and January-September 1975---------mmmmmmm e e ~ C-81

Total employment, production workers, and women employees engaged
in the production of footwear, annual 1970-74, January-September
1974, and January-September 1975--------------ooommmmmmo o C-82

Number of U.S. establishments producing nonrubber footwear, by
number of employees, specified years 1969 to 1973------------ C-83

U.S. employment in the production of nonrubber footwear and index
of such employment, by principal producing States, 1965-74--- (-84

Average hours, total and overtime, worked per week by production
workers in all U.S. manufacturing and in the production of
nondurable goods and nonrubber footwear, 5-year averages
1950-74, annual 1970-74, and January-September 1975---------- C-85

Average hourly and weekly earnings of U.S. production workers
in all manufacturing and in the production of nondurable
goods and nonrubber footwear, 5-year averages 1950-74, annual
1970-74, and January-September 1975----------------o-v-m-noo C-86

Real hourly and weekly earnings of U.S. production workers in
all manufacturing and in the production of nondurable goods
and nonrubber footwear (using 1970 as base year), 1970-74
and January-September 1975--------com e C-86

Hourly earnings of U.S. workers producing certain types of
footwear, by sex, size of establishment, size of community,
and type of shoe, March 1971------~------"coome - C-87

Hourly earnings of production workers and estimated total com-
pensation per hour worked in specified industries related
to footwear in 8 countries, 1970-75----------ccmemcec- C-88

Average monthly labor turnover rates per 100 employees in all
manufacturing and in the production of nonrubber footwear,
1960-7 8= c o o m e o e e e C-90



37c.

38.

38a.

39.

39a.

40.

41.

41a.

42.

43.

44.

ix
CONTENTS

Appendix Tables Page

Value added by manufacture per employee, in all U.S. manufacturing
and in the production of nondurable goods and nonrubber foot-
wear, and index of such value added, 1960-73=---coceommoomom—__ C-91

Expenditures per production worker for new plant and equipment,
in all U.S. manufacturing, and in the production of nondurable
goods and nonrubber footwear, and index of such expenditures,
1960-73- -~ - e - C-92

Value of rented and owned assets per worker, U.S. and nonrubber
footwear industry averages, 1968-72---------ommomo oo C-93

Number of insured unemployed persons in all U.S. manufacturing
and in the production of nondurable goods and leather and
leather products (SIC No. 31), total, percent distribution,
and as a percent of insured unemployment (rate)}, by quarters,
January 1970-March 1975, and April 1975----------comomomemmeee - C-94

Percent of unemployed persons in manufacturing and in the pro-
duction of nondurable goods and leather and leather products
(SIC No. 31) claiming under 5 and over 14 weeks of unemploy-
ment, by quarters, January 1970-March 1975, and April 1975-------- C-95

Indexes of U.S. wholesale prices for footwear and other selected
commodities, 1960-74--~--—-- oo C-96

Indexes of U.S. consumer prices for footwear and other selected
commodities, 1960-74, January-September 1974, and January-
September 1975- -~ -~ oo e o C-97

Wholesale price indexes for substitutes for leather--polyvinyl
chloride, rubber heels and soles and synthetic rubber,
1070~ 74—~ m e mmm e e e C-98

Wholesale price indexes for total footwear, women's and misses'
domestic footwear, and women's and misses' imported footwear,
1970-78 === ==~ o mmmm e o e e C-98

U.S. wholesale price indexes for nonrubber footwear, by sectors
and by quarters, 1970-75 -~ - oo e e C-99

Import wholesale price indexes for nonrubber footwear, by sectors
and by quarters, 1970-75- - oo e e C-100



45.

46.

47.

48.

48a.

49.

X
CONTENTS
Appendix Tables Page

Wholesale price indexes for domestically produced nonrubber foot-
wear, by quarters, 1970-75 - - =~ oo C-101

Wholesale price indexes for imported nonrubber footwear, by
quarters, 1970-75---=--c- - e C-102

Nonrubber footwear: Percentage distribution of domestic and
imported footwear, by types and by price ranges, 1974----------- C-103

Nonrubber footwear (including zoris and paper slippers): U.S.
production, imports for consumption, and apparent consumption,
by types, 1968-74, January-September 1974, and January-
September 1975 - === mm oo e e mmmmmm—m e oo C-104

Nonrubber footwear (excluding zoris and paper slippers): U.S.
production, imports for consumption, by types, 1968-74,
January-September 1974, and January-September 1975-----—--~--—-- C-105

U.S. population and disposable personal income per capita,



la.

2a.

3a.

4a.

5a.

Xi

CONTENTS

Figures

Nonrubber footwear (including zoris and paper slippers): U.S.

production, imports, and apparent consumption, 1963-74---------

Nonrubber footwear (excluding zoris and paper slippers):
U.S. production, imports, and apparent consumption,

1963 74 = = = m == = o m e

Nonrubber footwear {including zoris and paper slippers):
Ratio of U.S. imports to domestic production and to consump-

tion, 1963-74-----cmmmm oo e e -

Nonrubber footwear (excluding zoris and paper slippers):
Ratio of U.S. imports to domestic production and to consump-

tion, 1963-74-- oo e e o -

Nonrubber footwear (including paper slippers): U.S. imports

for consumption, 1968-75------=---—-mmm -

Nonrubber footwear (excluding zoris and paper slippers

where appropriate): U.S. imports for consumption, 1968-75-----

Nonrubber footwear (other than athletic and work and
including paper slippers) for women- and misses: U:S.
production, imports for consumption, and apparent con-

sumption, 1968-74-----c--mcmm e

Nonrubber footwear (other than athletic and work) for women
and misses: U.S. production, imports for consumption,

and apparent consumption, 1968-74--------ccmmmcmmm -

Nonrubber footwear (other than athletic and work and including
paper slippers) for men, youths, and boys: U.S. production,
imports for consumption, and apparent consumption,

196874 —mmmmmmecmmmmm—m———mmmmmmmmm—mmm—mmmm e m— e mmmm————

Nonrubber footwear (other than athletic and work) for men,
youths, and boys: U.S. production, imports for consumption,

and apparent consumption, 1968-74--------mcmmmmmmm e

Page

A-9

A-10

A-12

A-13

A-22

A-23

A-25

A-26

A-27

A-28



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

xii

Contents

Figures

Nonrubber footwear (other than athletic and work) for children
and infants: U.S. production, imports for consumption, and
apparent consumption, 1968-74----------mmmmmm -

Work footwear: U.S. production, imports for consumption,
and apparent consumption, 1968-74-------cc-oommmmmmo -

Athletic footwear: U.S. production, imports for consumption,
and apparent consumption, 1968-74-------o--ommmmm

Nonrubber footwear: Aggregate output by size of company, 1967,
1969, and 1974------ -

Share of market of retail footwear sales in the United States
by type of outlet, 1963 and 1972------—-omm oo

Expenditures on plant and equipment for use in the production
of footwear, 1970-74---—---m- oo e e

Footwear inventories, by quantity, 1970-75-------------ooemocavm~o

Number of all employees and women employees in nonrubber foot-
wear industry, by 5-year averages, 1950-74------c--cmemmmaoo--

Number of all employees and women employees in nonrubber foot-
wear industry, 1970-75------c--mcmmm e

Average hourly earnings of production workers in all manufac-
turing and in nonrubber footwear industry, 1970-75--------------

Real weekly earnings of production workers in all manufac-
turing and in nonrubber footwear industry, 1970-75--------------

Estimated compensation in footwear-type industries of 8 coun-
tries, 1970-75---------=----mommm oo

Value added per employee in all manufacturing and in the non-
rubber footwear industry, 1960-73-------------~-c-mommmmm -

Indexes of value added per employee in all manufacturing and
in the nonrubber footwear industry, 1960-73---~---v---ccemoeu-—-



20.

21.

22.

23.

24.

25.

26.

27.

28.

xiii

Contents

Figures

Indexes of expenditures per production worker for new
plant and equipment in all manufacturing and in the non-

rubber footwear industry, 1960-73--~-------------mmoommoe

Rate of insured unemployed persons, as a percent of average
covered employment, in selected manufactured commodities,

1970-75 = — = o mm o m o m e

U.S. consumer price indexes for footwear and other commod-

ities, 1960-7dn—mmmmmm oo oo oo n oo

U.S. wholesale price indexes for leather footwear and

selected commodities, 1960-74----------m-mmrmmmmmme oo

Price indexes for the domestic nonrubber footwear industry,
and U.S. wholesale price index for all commodities,

197075 == — = = m = m o oo

U.S. imports of nonrubber footwear: Price indexes, by

categories, 1970-75--~-wmmmmmm e -

Price indexes of domestic and imported nonrubber footwear,

1 T

Price indexes of domestic and imported footwear for women,

misses, children, and infants, 1970-75-------~-ccmcmocceo--

Price indexes of domestic and imported footwear for men,

youths, and boys, 1970-75---------momcmmm e

Page

A-112

A-115

A-119

A-121

A-128

A-129

A-130

Note.--The whole of the Commission's report to the President may not be
made public since it contains certain information that would result in

the disclosure of the operations of individual concerns. This published

report is the same as the report to the President, except that the above-

mentioned information has been omitted.

asterisks.

Such omissions are indicated by



1
REPORT TO THE PRESIDENT

1;.S. International Trade Commission
February 20, 1976

To the President:

In accordance with section 201(d) (1) of the Trade Act of 1974
(88 Stat. 1978), the United States International Trade Commission herein
resports the results of an investigation made under section 201(b) (1)
of that act, relating to footwear.

The investigation was undertaken to determine whether--

footwear, provided for in items 700.05 through
700.85, inclusive (except items 700.51, 700.52,
700.53, and 700.60), of the Tariff Schedules of
the United States (TSUS), 1/
is 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.

The investigation was instituted on September 17, 1975, upon receipt
of a petition filed on August 20, 1975, by the American Footwear Industries
Association, the Boot and Shoe Workers' Union, and the United Shoe
Workers of America.

Notice of the investigation and hearings was published in the

Federal Register of September 22, 1975 (40 F.R. 43561). A public hearing

in connection with the investigation was conducted from December 2 through

1/ Included in the investigation is footwear provided for in TSUS item
700.55. This item has been subdivided by Executive Order 11888 into two
items, viz, item 700.54, covering zoris and item 700.58, covering other
footwear formerly in item 700.55. This change in item numbers is reflected
in the Determinations, Findings, and Recommendations of the Commission,
but not in the remainder of this report.



2

December 4, and on December 8, 1975, in the Commission's hearing room
in Washington, D.C. All interested parties were afforded an opportunity
to be present, to produce evidence, and to be heard. A transcript of
the hearing and copies of briefs submitted by interested parties in con-
nection with the investigation are attached. 1/

The information for this report was obtained from fieldwork,
questionnaires sent to domestic manufacturers and importers, the Com-
mission's files, other Government agencies, evidence presented at the
hearings, briefs filed by interested parties, and from other sources.

There were no significant imports of footwear from countries whose
imports are presently subject to the rates of duty set forth in colum 2
of the TSUS. The import relief recommended herein, therefore, is not
addressed to imports from such countries. Certain recommended relief
measures would involve the imposition of rates of duty on imports from
countries whose imports are currently subject to rates of duties in
colum 1 which are higher than the rates set forth in column 2. Should
such recommended, or any other, rates of duty higher than the colum 2
rates be proclaimed by the President, it would be necessary for him
to conform column 2 by proclaiming rates therefor that are the same as

those proclaimed for column 1.

1/ AtFached to the original report sent to the President,
and qva]]able for inspection at the U.S. International Trade
Commission, except for material submitted in confidence.



DETERMINATIONS, FINDINGS, AND
RECOMMENDATIONS OF THE COMMISSION

On the basis of its investigation, the Commission determines that
footwear, provided for in TSUS items 700.05 through 700.85, inclusive
(except items 700.51, 700.5z, 700.53 and 700.60 1/), is being imported
in such increased quantities as to be a substantial cause of serious
injury 2/ to the domestic industry or certain industries producing

articles like or directly competitive with the imported articles.

1/ Commissioners Leonard, Minchew, Moore, Bedell and Parker also except
disposable footwear designed for one-time use, provided for in item 700.85.

Commissioners Minchew, Moore, Bedell and Parker also except zorié,
provided for in item 700.54.

Commissioners Moore and Bedell would also except athletic footwear as
as defined in Schedule 7, Part 1A, statistical headnote 1(a), in whatever item
provided for.

Commissioner Moore would also except work footwear and footwear for
children and infants, as defined in Schedule 7, Part 1A, statistical
headnotes 1(b), (1), and (m), respectively, in whatever item provided for.

2/ Commissioner Moore finds both serious injury and the threat thereof
with regard to the two industries consisting of the respective facilities
in the United States devoted to the production of men's, youth's, and
boy's footwear and women's and misses' footwear. Commissioner Bedell
finds both serious injury and the threat thereof with respect to the
domestic industry consisting of the facilities in the United States
devoted to the production of nonrubber footwear.



Findings and recommendations

Commissioners Leonard, Moore and Bedell find and recommend that,
in lieu of the existing rates of duty, the imposition of rates of duty
as follows is necessary to prevent or remedy such injury:

Footwear, provided for in items 700.05 through 700.85,

inclusive (except items 700.51, 700.52, 700.53, and 700.60, and

disposable footwear, designed for one-time use, provided for

in item 700.85), 1/ of the TSUS:

1st 2nd 3rd 4th 5th
Year Year Year Year Year

Valued not over $2.50 per pair 35 32 29 26 23

Valued over $2.50 but not over
$6 per pair 30 27 24 21 18

Valued over $6 per pair 25 22 19 16 13

Commissioners Minchew and Parker find and recommend that it is
necessary to impose a tariff-rate quota system for the ensuing five-year pe-
riod applying to all footwear covered by the Commission's notice of investigation
(except zoris provided for in item 700.54 of the TSUS and disposable
footwear, designed for one-time use, provided for in item 700.85) with
the existing rates of duty applying to footwear within the quotas and rates
of duty hereinafter specified applying to footwear imports outside the
quotas, and with the quotas established and allocated to countries subject
to rates of duty provided for in rate of duty colum numbered 1 of the
TSUS on the basis of their respective aggregated quantities of footwear

imports during calendar year 1974.

1/ Commissioners Moore and Bedell would except athletic footwear as defined
in Schedule 7, Part 1A, statistical headnote 1(a), in whatever item provided
for, and zoris, provided for in item 700.54.

Commissioner Moore would also except from the higher duties recommended
work footwear and footwear for children and infants, as defined in Scheuled 7,
Part 1A, statistical headnotes 1(b), (1), and (m), respectively, in whatever
itemprovided for.



Quota Quantity

Country (1,000 prs.)

Republic of China (Taiwan)------------------ 88,284
Italy-------------------cc--momoommm o 62, 603
Spain----=-------------s-e---oooooooooooooo- 35,033
Brazil-------------------eoiemmoio oo 21,324
Republic of Korea----------=---------o-o- 9,202
Japan---------------o-ooooomeoom oo 5,855
Hong Kong -------------=---“c--c---oocmenn 5,580
Argentina-----------------------ooooooooooo 5,328
Mexico------------------emmm e 4,145
Greece---------------------emomeoooooooeo 3,238
France-------------------------coocoo 2,965
India----------------------mm e 2,924
Romania---------------------c-ooomoeen 2,817
Austria -----------------oomooooooooo oo 2,746
Canada-------------===------coccemo 2,534
Yugoslavia-----------------------co-omcnoooo 1,784
Poland--------------c------ocmmmooo e 1,677
West Germany-----------==---==-------------- 1,668
Columbig------===--====--------eoeemo oo 1,164
United Kingdom---------=-=----"-cmmmoomoo 896
Ireland------------==---=--mmmmom 785
Switzerland--------=-------------oeoeoooooo- 363
All other--------------=----cmomme 2,667

Total-------------=----------c-com - 265,582

All imports outside the specified quota quantities should be assessed

with rates of duty as follows:

For the first year ------------------- 40%
For the second year------------------- 35%
For the third year ------------------- 30%
For the fourth year------------------- 25%
For the fifth year-------------------- 20%

If our recommended, or a similar, tariff-rate quota system should
be proclaimed, we suggest that the Commission should, where appropriate,
initiate an investigation under section 203(i) of the Trade Act of 1974
to determine whether the country allocations should be relaxed to provide

equitable allocations for new entrants to the U.S. market.
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Commissioner Ablondi finds and recommends that adjustment assistance
under Chapters 2, 3, and 4 of the Trade Act of 1974 can effectively

remedy the serious injury suffered by the domestic footwear industry.



Views of Vice Chairman Minchew
and Commissioner Parker

Following receipt of a petition filed on August 20, 1975, by the
American Footwear Industries Association, the Boot and Shoe Workers'
Union, and the United Shoe Workers of America, the U.S. International
Trade Commission (Commission), on September 17, 1975, instituted an
investigation under section 201(b) of the Trade Act of 1974 (Trade Act)
to determine whether footwear, provided for in items 700. 05 through
700. 85, inclusive (except items 700.51, 700.52, 700.53, and 700. 60),
of the Tariff Schedules of the United States, is being imported into
the United States in such incrfeased 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.

Before making an affirmative determination under section
201(b)(1), the Commission must find that all three of the following
criteria are met:

(1) That an article is beiné imported into the United.
States in increased quantities (the increased
imports may be actual or relative to domestic
production); ' '

(2) That a domestic industry producing an article like
or directly competitive with the imported article

is being seriously injured or threatened with
serious injury; and



(3) That such increased imports of an article are a
substantial cause of the serious injury, or the
threat thereof, to the domestic industry producing
an article like or directly competitive with the
imported article,

Determination

From the information obtained in the present investigation we have
concluded that footwear, provided for in items 700. 05 through 700. 85,
inclusive (except items 700.51, 700,52, 700.53, and 700. 60), of the
Tariff Schedules of the United States, is being imported into the United
States in such increased quantities as to be a substantial cause of
serious injury to the domestic industry producing an article like or

directly competitive with the imported article.

The domestic industry

The domestic industry consists of those domestic producers of
articles ''like or directly competitive' with the imported articles. 1/
The Senate Finance Committee Report states:

The term ''like or directly competitive'' used in the
bill to describe the products of domestic producers that
may be adversely affected by imports was used in the same
context ir section 7 of the 1951 Extension Act and in section
301 of the Trade Expansion Act. The term was derived from
the escape-clause provisions in trade agreements, such as
article XIX of the GATT. The words '"like'" and 'directly
competitive, ' as used previously and in this bill, are not
to be regarded as synonymous or explanatory of each other,
but rather to distinguish between ''like' articles and

1/ Comm. Parker feels the domestic industry consists of the domestic
producers of nonrubber footwear.



articles which, although not ''like', are nevertheless
""directly competitive.' In such context, ''like' articles

are those which are substantially identical in inherent or
intrinsic characteristics (i. e., materials from which

made, appearance, quality, texture, etc.), and '"directly
competitive' articles are those which, although not sub-
stantially identical in their inherent or intrinsic character-
istics, are substantially equivalent for commercial purposes,
that is, are adapted to the same uses and are essentially
interchangeable therefor. 1/

While the Trade Act does not expressly define the '"domestic
industry' with regard to production of articles ''like or directly com-
petitive' with the imported articles, it does provide guidelines. Sec-
tion 201(b)(3) provides that--

For purposes of paragraph (1), in determining the
domestic industry producing an article like or directly
competitive with an imported article, the Commission--

(A) may, in the case of the domestic producer which
also imports, treat as part of such domestic industry only
its domestic production

(B) may, in the case of the domestic producer which
produces more than one article, treat as part of such
domestic industry only that portion or subdivision of the
producer which produces the like or directly competitive
article, and

(C) may, in the case of one or more domestic pro-
ducers, who produce a like or directly competitive
article in a major geographic area of the United States
and whose production facilities in such area for such
article constitute a substantial portion of the domestic
industry in the United States and primarily serve the
market in such area, and where the imports are concen-
trated in such area, treat as such domestic industry only
that segment of the production located in such area.

l/ U.S. Senate, Trade Reform Act of 1974; Report of the Committee
on Finance. . ., S. Rept. No. 93-1298 (93d Cong., 2d sess.), 1974,
pp. 121-122,
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Commissioner Minchew states: In applying the above guidelines,
I have at times divided the domestic industry. In cases in which I have
decided to divide the industry there have been clear indications of dif-
ferent production methods and/or equipment or a clear differentiation
at end-use.

In the present case it is possible to divide the industries in a
number of ways, but I feel that the only choices which adequately reflect
my criteria for division of the industry are (1) to use the single-industry
concept, or (2) to divide the industry into mens', youths', and boys'
shoes, and women's and misses' shoes.

I have concluded that of the two possibilities, the first approach,
i.'e. , that of the single industry, is the soundest. This is due mainly
to the labor-intensiveness of the industry, swhich allows the domestic
producer to shift from one type of shoe to another with relatively low
capital costs.

Therefore, I define the domestic industry as producers of all
footweaf, both rubber and nonrubber. 1/

Commissioner Parker states: I regard the domestic industry

which is being seriously injured by imports as consisting of the

1/ Comm. Minchew states that although he has defined the domestic
inﬁustry to include rubber and nonrubber footwear, his discussion of
serious injury and substantial cause will focus on the nonrubber footwear
industry. The experience of the rubber and nonrubber footwear industries
appears to be the same, and the data obtained on the rubber footwear
industry are less than adequate. It is not necessary to discuss rubber
footwear in terms of increased imports as the question of rubber foot-
wear imports has not been brought before the Commission.
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facilities in the United States devoted to the production of nonrubber
footwear which is marketed in competition with the imported footwear
covered by this investigation. I have treated the domestic industry as
a single industry because the data as compiled in this investigation and
contained in the report are organized in a manner which permits better
analysis on such a basis. In my judgment, however, it makes no dif-
ference whether the industry is treated as a single industry or whether

it is segmented, as the requisite serious injury is present in any event.

Increased imports

An increase in imports occurs when the increase is '"either actual
or relative to domestic production' (sec. 201(b)(2)(C)). Therefore, the
Commission can find "increased imports' when the increase is in "actual"
or absolute terms or when the level is declining in actual terms, but is
increasing relative to domestic production. It is our view that, in the
absence of extraordinary circumstances, the Commission should look
at the increase in imports resulting from only the most recent trade
concessions, so that the injury considered would be a new and continuing
injury from increased imports as opposed to'an ''old" injury. The
Senate Finance Committee Report at page 120 states:

The increase in imports referred to would generally
be such increases as have occurred since the effectiveness
of the most recent trade agreement concessions proclaimed

by the President, i.e., as of now, the effectiveness of the
Kennedy Round concessions beginning in 1968.
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To look back beyond the last trade-agreement concessions would
require extraordinary circumstances. In the present case, we do not
see such extraordinary circumstances to necessitate using a longer
time frame. In determining the question of increased imports in the
nonrubber footwear industry, we will look at the trend of imports since
the Kennedy Round trade concessions in 1968. 1/

In 1968, imports of nonrubber footwear were 181, 5 million pairs,
and the ratio of imports to production was 28 percent. Imports in-
creased steadily both in quantity and as a ratio of imports to production,

peaking in 1973, as is seen in the following tabulation:

Year Imports Ratio of imports

Million pairs to production
(percent)

1968 181.5 28

1969 202.2 35

1970 241.7 43

1971 268.6 50

1972 296.7 56

1973 307.5 63

1974 266.4 59

Jan. -Sept.
1974 212.8 62
1975 202.8 68

It should be noted from the above table that the quantity of imports

decreased in 1974, as did the ratio of imports to production. However,

1/ Both zoris and paper slippers have been omitted from the discussion
of increased imports, despite the fact that they fall under the scope of the
investigation, because they are low in per unit cost and because they gen-

erally are not ''like or directly competitive' with articles produced in this

country.
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while the quantity of imports decreased in January-September 1975,
compared with what it was in the corresponding period of 1974, the
ratio of imports to production increased.

From the information we have been able to gather in this investiga-
tion, it would appear that there is no doubt that imports since the Kennedy
Round concessions have been increasing. We, therefore, find that the
first criterion for an affirmative determination, i.e., that of increased

imports, is met.

Serious injury

Although the Trade Act provides no precise definition of the term
'"'serious injury,' some economic factors which the Commission may
take into account are listed in section 201(b)(2) of the Trade Act as fol-
lows:

with respect to serious injury, the significant idling

of productive facilities in the industry, the inability

of a significant number of firms to operate at a reason-
able level of profit, and significant unemployment or
underemployment within the industry; . . .

and, with regard to the question of a threat of serious injury, section
201(b)(2)(B) provides:

with respect to threat of serious injury, a decline in
sales, a higher and growing inventory, and a down-
ward trend in production, profits, wages, or employ-
ment (or increasing underemployment) in the domestic
industry concerned. . . .
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These factors are not to be considered all inclusive, nor does
the existence of any one of them necessarily require an affirmative
finding of injury or the threat of injury, since they are discretionary

factors for the use and judgment of the Commission.

Significant idling of productive facilities. --The following table

which shows the number of U.S. producing companies by type of output,
indicates a decline from 1967 to 1974 in the number of firms producing

each type of footwear listed. The total number of companies producing

shoes declined by 49 percent. There were large declines in the number
of firms producing misses' shoes (47 percent) and men's shoes (43 per-
cent). The number of companies producing youths' and boys, women's,
children's, and infants' and babies' shoes all declined approximately

35 percent.
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Nonrubber footwear: Number of U.S. producing companies,
by SIC product classes, 1967, 1969 and 1974

Companies producing in--

SIC product class Net decrease

1967 . 1969 . 1974 : 1974 from

: : 1967

Shoes and slippers, : : : :
except rubber------ : 675 : 597 : 409 : 266
Shoe, total--------- : 569 : 503 358 211
Athletic 1/-------- : 91 : 81 : 67 : 24
Men's work--------- : 94 : 79 : 54 : 40

Men's (except : : : :
work)------=a-m--- : 135 : 122 : 119 : 16
Youths' and boys'--: 101 : 80 : 63 : 38
Women's----=-—=—---: 324 : 283 : 214 : 110
Misses'-----cccuac-- . 110 : 86 : 58 : 52
Children-----------: 126 : 109 : 81 : 45

Infants' and : : : :
babies----------~-: 113 : 98 : 75 : 38
Slippers------e-n-- : 169 : 147 : 86 : 85

1/ Includes miscellaneous footwear reported under SIC class 3141798 in
1967 and 1969 and under SIC 3149400 in 1974.

While it is true that there was a certain amount of consolidation of
footwear firms, which would reduce the number of firms producing foot-
wear, it should also be noted that U.S. production has declined every
year since 1968.

Profit-and-loss experience. --The profit and loss experience of
domestic producers of footwear varies widely, with a number of firms
(usually the larger firms) operating at a reasonable level of profit.
However, significant number of firms were not able to operate at a

reasonable level of profit, and a number of firms showed losses at an
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increasing rate. These losses tended to accelerate the idling of pro-
duction facilities discussed above.

Employment. --While it is not possible to measure unemployment

figures in the nonrubber footwear industry precisely, a reasonable

guide for determining unemployment can be found by measuring unem-
ployment in the production of leather and leather products. In recent
years, unemployment in the leather and leather products industries,

of which footwear is estimated to consist of two-thirds, has been consis-
tently more than twice as high as the average for all manufacturing. The
total number of insured unemployed in the leather and Ieather products
industry rose from a low of 14,600 in 1968, to 21,800 in 1969, to

25,080 in 1970, and to 27,630 in 1971. The number decreased to

22, 980 in 1972 and to 18, 840 in 1973, but then increased sharply to
22,870 in 1974 and 45, 550 in the first 4 months of 1975.

During 1970-74 the rate of unemployment in leather and leather
products ranged between 4.7 and 11. 2 percent, averaging 7. 14 percent,
while the corresponding rate in all manufacturing was considerably
lower, ranging between 2.5 and 6.8 percent and averaging 4. 15 percent.

It would appear from the evidence that the footwear industry,

rubber and nonrubber, 1/ has been seriously injured. We therefore

1/ Comm. Parker considers the domestic industry to be only nonrub-
ber footwear.
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conclude that the second criterion for an affirmative determination,
i. e., that of '"'serious injury, ' has been met.

Having concluded that the criterion of '"serious injury' has been
met, we do not think it necessary to address the question of threat of

serious injury.

Substantial cause

Section 201(b)(4) of the Trade Act defines ""substantial cause'' as
a "cause which is important and not less than any other cause.'" In
addressing the question of substantial cause, the House Ways and Means
Committee Report stated:

The Committee intends that a dual test be met--imports
must constitute an important cause and be not less important
than any other single cause. For example, if imports were
just one of many factors of equal weight, imports would meet
the test of being ''not less than any other cause' but it would
be unlikely that any of the causes would be deemed an "im-
portant' cause. If there were any other cause more important
than imports, then the second test of being ''not less than any
other cause' would not be met. On the other hand, if imports
were one of two factors of equal weight and there were no
other factors, both tests would be met. _1_/

The Senate Finance Committee Report addressed the question by stating:
The Committee recognizes that ""weighing'' causes in a

dynamic economy is not always possible. It is not intended
that a mathematjcal test be applied by the Commaission. The

1/ U.S. House of Representatives, Trade Reform Act of 1973: Report
of Committee on Ways and Means. . ., H. Rept. No. 93-571 (934 Cong.,
1st sess.), 1973, pp. 46-47.
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Commissioners will have to assure themselves that imports
represent a substantial cause or threat of injury, and not just
one of a multitude of equal causes or threats of injury. Itis

not intended that the escape clause criteria go from one ex-

treme of excessive rigidity to complete laxity. An industry

must be seriously injured or threatened by an absolute in-

crease in imports, and the imports must be deemed to be a

substantial cause of the injury before an affirmative deter-

mination should be made. 1/

In determining '"substantial cause' it is necessary, therefore, to
consider two tests. First, a cause must be important; and, second, a
cause must be not less than any other cause.

We have concluded that a number of causes have contributed to
the '"serious injury' suffered by the industry. These include, among
other causes:

(a) A sharp drop in consumption of nonrubber footwear
because of lowered consumer confidence during

recession periods;

(b) An inability of domestic producers to compete with
regard to style; and

(c) The increased imports.
We have concluded that increased imports are the most important
cause.
The share of the market taken by U.S. imports of footwear for
women and misses increased from 30 percent in 1968 to 44 percent in

1971 and to 50 percent in 1974. Such imports accounted for 51 percent

1_/ U.S. Senate, Trade Reform Act of 1974; Report of the Committee
on Finance . . ., S. Rept. No. 93-1298 (93d Cong., 2d sess.), 1974,
pp. 121-122.



19

of the market in the first 9 months of 1975 and 52 percent in the
corresponding period of 1974. Imports of nonrubber footwear for
men, youths, and boys supplied 21 percent of apparent domestic con-
sumption in 1968 and 36 percent in 1971; during the period 1972-74 and
the first 9 months of 1974 and 1975, imports of such footwear supplied
about a third of the market.

U.S. imports of footwear for children and infants rose from 10
percent of apparent consumption in 1968 to 35 percent in 1973. The
ratio dropped to 30 percent in 1974, but then increased to 33 percent
in the first 9 months of 1975. U.S. imports of work shoes supplied
about 5 percent of the market in the period 1968-72 and 10 percent in
1974.

In addition, the ratio of U.S. imports of athletic footwear to
apparent domestic consumption of such footwear has been on an upward
trend in recent years. Imports of athletic footwear supplied 20 percent
of the market in 1968, 38 percent in 1971, and 44 percent in 1974.

Overall, this is a very high level of import penetration. It must
be noted that imports were increasing at a constant rate in those years
in which the U.S. economy was healthy. But, despite the apparent
healthy economy, many U.S. footwear manufacturers were experiencing

great difficulty.
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We are convinced that the labor intensiveness of the industry has
given foreign producers an advantage in producing short runs of stylish
shoes with which domestic manufacturers have difficulty in competing.

For these reasons, we have concluded that the third criterion,

i.e., that of '""substantial cause,'" has been met.

Conclusion

We have determined that footwear, provided for in items 700. 05
through 700. 85, inclusive (except items 700.51, 700.52, 700.53, and
700. 60), of the Tariff Schedules of the United States, is being imported
into the United States in such increased quantities as to be a substantial
cause of serious injury to the domestic industry producing an article
like or directly competitive with the imported article. We have not

found it necessary to determine the question of the threat of serious

injury.
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Additional views of Vice Chairman Minchew and Commissioner Parker
with regard to recommendation of remedy

When the Congress included an "escape clause" in the Trade
Act of 1974 it did so for a specific purpose. This purpose is stated

in the report of the Senate Committee on Finance:

The "escape clause" is aimed at providing temporary
relief for an industry suffering from serious injury,
or the threat thereof, so that the industry will have
sufficient time to adjust to freer international
competition. (emphasis added) 1/

This purpose is also referred to in the Trade Act. Section
201(a)(1) states--

A petition for eligibility for import relief for the
purpose of facilitating orderly adjustment to import
competition may be filed with the International Trade
Commission. . . . The petition shall include a state-
ment describing the specific purpose for which import
relief is being sought, which may include such objec-
tives as facilitating the orderly transfer of resources
to alternative uses and other means of adjustment to
new conditions of competition.' (emphasis added)

Thus, any recommendation of relief made by the Commission
should, to the maximum extent possible, be tailored to permit the
domestic industry to adjust to freer international competition.
Such a remedy must take into account both the nature and make-up
of the domestic industry, and the competition which it faces {rom

imports.

1/ U.S. Senate, Report of the Committee on Finance, Trade Reform
Act of 1974, S. Rept. MNo. 93-1298, 93d Cong., 2d Sess. (1974) p. 119.
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The domestic industry is made up of a diversity of firms, over
400 in number, although 21 firms account for over 50 percent of pro-
duction. While the larger firms are generally more profitable than
the smaller firms in the industry, there are exceptions. The indus-
try, as a whole, can be characterized as labor intensive.

As stated in the report of the Committee on Finance set forth
above, "escape clause" relief is only temporary. Under the Trade Act
such relief can last only 5 years, with the possibility of one 3 year
extension. It would not serve the expressly stated statutory purpose
of the Trade Act to provide over-protective tariff or non-tariff
barriers to imports which do not expose the domestic industry to the
realities of competition, only to expose the domestic industry to the
full brunt of import competition after the temporary relief has ended.
Nor do we believe that adjustment assistance, by itself, is appropriate.
The domestic industry has had the opportunity to take advantage of
adjustment assistance under provisions in Chapters 2, 3 and 4 of the
Trade Act. Thus far, adjustment assistance has not been as effective as
one might have hoped, but with the stability against excessive import
penetration provided by the tariff-rate quota recommended herein, adjust-
ment assistance could be used, particularly by those firms which need add-
ed capital to make the adjustment necessary for efficient operation.

The tariff-rate quota system we have fashioned is designed to
allow the forces of competitionto maintain market discipline and there-
by encourage the making of the shifts needed to facilitate orderly
adjustment to the free-market. The remedy is also designed to provide

a period of stability for the domestic industry which will tend to hold
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imports near the 1974 level or eliminate the competitive edge of any
imports above that level. In addition, we believe that the tariff-
rate quota will enable the domestic firms to make the adjustments
necessary to make them competitive with the imported articles, if these
firms have the potential for competition. Those firms which cannot
compete as the rate of tariff decreases will, at least, have had the
time to apply for adjustment assistance and to shift to areas in which
they may be more competitive.

We have carefully considered the effect of such a tariff-rate
quota on possible new entrants into the United States market, and if it
appears that conditions exist that may require a relaxation of the
quota allocation, we believe the Commission should promptly initiate
an investigation and hearings. The report of this investigation and
any hearings would be reported to the President in accordance with

the review procedures established by section 203(i) of the Trade Act.
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Views of Chairman Will E. Leonard

"The time has come,' the Walrus said,
"To talk of many things:
Of shoes--and ships--and sealing-wax--
Of cabbages--and kings--
And why the sea is boiling hot--
And whether pigs have wings.”  Lewts Carroll.

The petition which prompted the investigation to which these views
pertain was filed with the Commission on August 20, 1975, by the
American Footwear IndustriesAssociation, the Boot and Shoe Workers
Union, and the United Shoe Workers of America. The petition requested
an investigation, alleging that increased imports of certain types of
footwear 1/ (which I shall call shoes hereafter) 2/ are a substantial
cause of serious injury or the threat thereof to the domestic footwear
industry within the meaning of section 201(b) (1) of the Trade Act of
1974 (Trade Act), and asserting that import quotas should be imposed
to remedy this injury. On September 17, 1975, the Commission instituted
this investigation.

This seventh investigation conducted by the Commission under the
new escape clause provision of the Trade Act is by far the largest in
terms of the dollar value of the subject imports. Imports of the types
of shoes covered in this investigation have approached $1 billion
annually in recent years. U.S. shipments of shoes, which nearly equaled
production, were valued at about $3.6 billion. At the same time sales

of shoes at retail came to about $10 billion.

1/ These types of footwear are listed at p. 1, supra,

2/ Shoe§ as used herein refer to all types of tootwear, including
boots, slippers, or any other type. A
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Boots and shoes are the greatest trouble
of my life.
George Eliot.

This is the latest and most complete study of the shoe industry

undertaken by this Commission. An investigation somewhat similar in

scope and purpose was conducted in late 1970 and early 1971 under the
provisions of section 301(b) of the Trade Expansion Act of 1962 (TEA),
the legislative predecessor to section 201 of the Trade Act. 1/ The
Commission conducted several other investigations on the shoe industry
under the provisions of other statutes, 2/ including 155 "firm" and
"worker'" investigations involving various types of shoes under the
adjustment assistance provisions (section 301(c)) of the TEA during the
period 1968-75. Complaints of shoe workers and firms have continued
under provisions of the Trade Act of 1974 administered by the Departments

of Labor and Commerce, respectively.

The problems facing the domestic shoe industry, especially from

imports, have also been the subject of much concern in Congress and in

1/ Nonrubber Footwear: Report to the President on Investigation No.
TEA-I-18 . . ., TC Publication 359, January 1971. That investigation was
conducted at the request of the President. The Commission was equally
divided (2-2) in making its determination under section 301(b) (1) of the
TEA (19 U.S.C. 1901(b) (1)) with respect to whether ''as a result in major
part of concessions granted under trade agreements, an article [certain
nonrubber shoes] is being imported into the United States in such
increased quantities as to cause, or threaten to cause, serious injury
to the domestic industry producing an article which is like or directly
competitive with the imported article." Following receipt of the Commis-
sion's determination and report the President took no action.

2/ The Commission conducted several investigations under section 332
of the Tariff Act of 1930: Nonrubber Footwear: Report to the President
on Investigation No. 332-56 . . ., TC Publication 276, January 1969, Nonrubber
Footwear: Report on Investigation No. 332-62 . . ., TC Publication 307,
December 1969. The Commission conducted several investigations under the
Antidumping Act, 1921,as amended: Leather Work Shoes From Czechoslovakia
. ., TC Publication 185, August 1966; Welt Work Shoes From Romania . . .,
USITC Publication 731, June 1975.
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other Government agencies in recent years. Several trade bills intro-
duced in Congress in the late 1960's and early 1970's contained pro-

visions proposing the establishment of quotas on shoe imports. 1/

The Trade Act of 1974 also affords special treatment for shoes in certain
of its provisions. 2/ An interagency task force studied the industry
at the request of the President in 1970 and reported its findings to the
President in June 1970. 3/ The Department of the Treasury has also
investigated allegations that the importation of certain foreign shoes
was '"'subsidized" by a foreign government in violation of U.S. counter-
vailing duty laws (specifically, section 303 of the Tariff Act of
1930 (19 U.S.C. 1303)); the Department of the Treasury has imposed counter-
vailing duties on certain nonrubber shoes imported from Spain, Brazil,
Taiwan, and South Korea. @/<’The General Accounting Office has most
recently (March 1975) completed a study on assistance to the nonrubber
shoe industry. 5/

It is often said that government has a tendency to study a topic
almost to death, and this must truly be conceded with respect to the
shoe industry. With the unanimous determination of the Commission in
this investigation, maybe, just maybe, action will take the place of
study and something will be done about the U.S. shoe industry and shoe

imports.

1/ See, for example, the so-called Burke-Hartke Bill, introduced in
1971 (H.R. 10914).

o/ See, for example, section 121(a)(12) (88 Stat. 1987), section 331(a)
(88 Stat. 2051), and section 503(c)(1) (E) (88 Stat. 2070).

3/ Report of the Task Force on Nonrubber Footwear, June 1, 1970; Task
Force members included representatives of the Departments of Commerce,
Labor, Treasury, and State under the chairmanship of the Office of the
Special Representative for Trade Negotiations.

4/ See T.D. 74-235 (39 F.R. 32904; September 12, 1974) (Spanish shoes);
T.D. 74-233 (39 F.R. 32903; September 12, 1974)(Brazilian shoes); (41 F.R.
1298; January 7, 1976) (Taiwanese shoes); and T.D. 76=13 (41 F.R. 1588;

(January 9,1976) (South Korean shoes).
5 / Assistance to the Nonrubber Footwear Industry, Multiagency, by the

Coaptroller General of the United States, ID-75-36, March 197S.
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Calceus major subvertit - A shoe too large
trips one up. Latin proverb.

The old statutory criteria and my determination in the
1971 investigation

Congress made several important changes in the statutory require-
ments for eligibility for import relief when it wrote and passed the
Trade Act. The predecessor provision, section 301(b) (1) of the TEA,
had required that the Commission, in order to make an affirmative
determination, find that--

as a result in major part of concessions

granted under trade agreements, an article is

being imported into the United States in such

increased quantities as to cause, or threaten

to cause, serious injury to the domestic

industry producing an article which is like

or directly competitive with the imported

article.
Section 201(b) (1) of the Trade Act modified these requirements so as
to provide that the Commission would make an affirmative determination
where it finds that--

an article is 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 pro-

ducing an article like or directly competitive

with the imported article.
Thus, in modifying the requirements, Congress inter alia eliminated the
requirement that there be a causal connection between increased imports
and trade agreement concessions.

The Commission's earlier escape clause investigation, referred to
above, was conducted under the old statutory criteria and concluded in
January 1971; I made a negative determination therein. Specifically,

even though I found shoe imports to be increasing, I found that such

increased imports were ''not the result in major part of concessions
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granted under trade agreements.'"l/ I found that the increase in imports
was attributable in greater part to factors other than tariff reductions,
including far lower wage rates in other shoe producing countries.
Further, I noted that the major reductions in rates of duty on shoes
had taken place many years before the recent upsurge in imports. 2/

As noted above, the new import relief provisions in the Trade Act
have eliminated the requirement that increased imports be ''the result
in major part of concessions granted under trade agreements', which was
the basis of my 1971 determination. Thus, my opinion in the earlier
case is not controlling in this case in any fashion, and my affirmative
determination herein is not inconsistent with that earlier case. Indeed,
I must say that I have always felt from the evidence available to me at
the time of deciding the earlier shoe case that increased imports were
definitely causing serious injury to the domestic shoe industry. However,
I was then, as I am now, bound to make my determination on the basis of

the law, not upon any personal predelictions.

Wynken, Blynken, and Nod one night
Sailed off in a wooden shoe--

Sailed on a river of crystal light
Into a sea of dew. Eugene Field.

Determination and finding

Having reviewed the evidence gathered by the Commission in the
course of this investigation on shoes (Investigation No. TA-201-7), 1
determine that the criteria as set forth in section 201(b) (1) of the

Trade Act for an industry to be eligible for relief from imports have

1/ Nonrubber Footwear . . ., supra note 1, p. 24, at p. 34.

2/ In virtually all the cases involving shoes that I was called upon
to decide under the adjustment assistance provisions of the TEA, my
decision was negative based on a failure to satisfy the same criterion
not satisfied in the '"industry'" case under discussion.
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been met with respect to the imports that are the subject of this investi-
gation. Specifically, I determine that shoes, the subject of this
investigation, are being imported into the United States in such
increased quantities as to be a substantial cause of serious injury to
the domestic shoe industry producing shoes like or directly competitive
with such imported shoes. Further, I find, pursuant to section 201(d) (1)
of the Trade Act, that import restrictions as set forth later in these

views are necessary to remedy this injury.

Men hang out their signs indicative of their
respective trades: shoemakers hang out a
gigantie shoe. . . . Daniel Webster.

Domestic industry

It is first appropriate to determine the scope of the domestic
industry which may be suffering or threatened with serious injury before
considering whether increased imports are a substantial cause of serious

s
injury or the threat thereof to such industry. The Trade Act does not
expressly define the term ''domestic industry" but provides guidelines
and permits the Commission to use its best judgment in light of those
guidelines and the relevant economic factors present in a given case. 1/

Economic factors in the present investigation strongly support the
conclusion that there is one domestic shoe industry producing not only
shoes like the imported shoes described in the notice of investigation
but, in addition, rubber shoes, including canvas upper shoes and pro-

tective-type shoes, which--although not described in the notice of

1/ For a further discussion of the meaning of the phrase 'domestic
industry" as used in section 201(b) (1) of the Trade Act, see Bolts,
Nuts, and Screws of Iron or Steel: Report to the President on Investi-
gation No. TA-201-2 . . ., USITC Publication 747, November 1975,
pp- 4-7 (Views of Chairman Will E. Leonard).
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investigation and, to some extent, not '"like'" such shoes--1 consider to
be directly competitive with such shoes. 1/

In previous investigations, the Commission has repeatedly held
rubber-soled shoes with fabric uppers, or 'sneakers,' to be directly
competitive with other types of shoes, whether or not athletic. 2/
Sneakers, which account for the bulk of rubber shoes produced in the
United States, like most other types of low priced shoes, are frequently
worn for casual, nonathletic use. The principal other type of rubber
shoe consists of protective-type shoes, which includes galoshes, rubber
boots, and other types of shoes designed for protection against inclement
weather. Because many of the protective-type shoes produced in the
United States are of the type normally worn in lieu of other shoes, they
must be considered directly competitive with other types of shoes.

Domestic facilities engaged in the production of all types and
styles of footwear are part of one industry. Consumers purchase shoes
for essentially one reason--to cover and protect their feet. They can
and do use an infinite number of types and styles of shoes to accomplish

the same purpose. The multitude of shoe styles produced, their varying

1/ The terms "like'" and "directly competitive" are disjunctive in
nature. Like articles are those which are substantially identical in
inherent or intrinsic characteristics, while directly competitive
articles are those which, although not substantially identical in their
inherent or intrinsic characteristics, are substantially equivalent
for commercial purposes, that is, are adapted to the same uses and are
essentially interchangeable therefor. See U.S. Senate, Committee on
Finance, Trade Reform Act of 1974, S. Report No. 93-1298 (93d Cong.,
2d Sess.) 1974, p. 122, (hereinafter, Finance Report).

2/ See, for example, Protective Footwear of Rubber or Plastics and
Rubber- or Plastic-Soled Footwear with Fabric Uppers: Certain Workers
at the Mishawaka, Ind., Plant of Uniroyal, Inc. . . ., Report to the
President on Investigation Nos. TEA-W-23-26 . . ., TC Publication 330,
July 1970.
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degrees of similarity, and their high degree of commercial interchange-
ability necessitate a single industry concept. Even within the shoe
industry the Commission's experience has indicated that it is difficult
to establish categories of shoes which are subject to uniform inter-
pretation and reporting. For example, the industry has not been able

to agree on differences between what some people would consider to be a
dress shoe, and others a casual. One man's casual shoe is another
man's dress shoe. Furthermore, it is noted that one can shift from pro-
duction of one type or style of shoe to another with relatively little
investment. The primary difference in manufacturing many of the various
types of shoes lies not in the machinery used, but in the lasts, dies,

and patterns.

You cannot put the same shoe on every foot.
Publilius Syrus.

While there is some basis for carving out separate men's and women's
shoe industries, since men and women generally do not wear the same
shoes, it is not possible to do so in the present case because many
domestic producers do not maintain complete data along such lines. For
example, many producers, particularly the larger ones producing several
types of shoes and accounting for a very substantial part of total domestic
shoe production, are unable to even accurately estimate employment and
financial data with respect to individual product lines. In these
circumstances, sufficient reliable data are not available to permit such
division of production, even if it were appropriate, and the legislative
history of section 201 of the Trade Act indicates that the Commission is

not expected to do so. 1/

1/ See U.S. House of Representatives, Committee on Ways and Means,
Trade Reform Act of 1973, H. Rept. No. 93-571 (93d Cong., 2d Sess.)
1973, p. 46y(hereinafter, Ways and Means Report).
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Thus, the domestic industry includes all domestic facilities
engaged in the production of men's, women's, misses', youths', boys',
children's and infants' shoes of all types, including shoes of leather
and other natural materials and of manmade materials, dress and casual
shoes, moccasins, athletic shoes, work boots, sneakers, slippers,
knee-high vinyl boots, rubbers and galoshes, and paper hospital slippers.
In short, the domestic industry includes facilities devoted to the pro-
duction of all types of coverings to be worn over the foot and/or

stockings or socks,

Criteria satisfied

Essentially, section 201(b) (1) of the Trade Act requires that three
conditions be met if the Commission 1S to make an affirmative deter-

mination:

(1) Imports of the articles concerned must be entering
in increased quantities;

(2) the domestic industry producing articles like or

directly competitive with the imported articles must
be experiencing serious injury, or the threat

thereof; and
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(3) such increased imports referred to in 1 above must
be a substantial cause of the injury, or the threat
thereof, referred to in 2 above. 1/

Some kick'd until they can feel whether
A shoe be Spanish or neat's leather.  Samuel Butler.

Increased imports

Imports have increased within the meaning of the statute where the
increase is either actual or relative to domestic production or consumption.
In determining whether imports have increased, it is necessary to find
the trend in import levels over a period of years which presents a real-
istic picture of activity in importation and of increasing or decreasing
trends. 2/

I found in the 1971 escape-clause investigation that:

"... it is clear that the imports of most of the major
categories of nonrubber footwear are being entered in
increased quantities within the meaning of the statute.
Whatever recent years or period of years is selécted as
a basis for comparison, the upward trend has been pro-

nounced both in absolute amounts and in relation to
consumption.' 3/

1/ For a comparison of the new Trade Act criteria with the predecessor
criteria of sec. 301(b) (1) of the TEA, see the Statement of
Reasons of Chairman Leonard in Birch Plywood Deorskins: Report
to the President on Investigation No. TA-201-1..., USITC Publication 743,

October 1975, at pp. 9-12.
2/ For a more detailed discussion of the concept "increased imports',

see_ig,, at pp. 13-19.
3/ Nonrubber Footwear ..., supra note 1, p. 24, at p.36.
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Again in 1976, I find it clear that, except for the recent unusual period
during the 1974 and 1975 recession years, which period I do not find to be
representative of the trend in imports of shoes, I can look at

any years or period of years and find increased imports of all the shoes
listed in the Commission's notice of investigation in both absolute amounts
and relative to domestic production. As the economy has recovered from
the recession in 1975, imports of shoes have increased in both absolute and
relative terms compared to comparable periods of 1974.

During the period 1970-74, U.S. imports of shoes of the types described
in the Commission's notice of investigation increased in "actual'' terms from
268 million pairs in 1970 to 318 million pairs in 1974, an increase of 19
percent. During the period January-September 1975, imports totaled 256
million pairs, up from 249 million pairs in the comparable period of 1974.
The ratio of U.S. imports of the shoes described in the notice of investi-
gation to estimated U.S. production of all shoes increased from 37 percent
in 1970 to 51 percent in 1974. The ratio of such imports to domestic pro-
duction of all shoes 1/ increased from 54 percent in the period January-

September 1974 to 62 percent in the period January-September 1975.

Serious injury

The second criterion, 'serious injury, or the threat thereof," is
expressed in the disjunctive. The criterion is satisfied if a finding of

either '"'serious injury" or a ''threat" of serious injury is made. Because I

1/ Data on domestic production for partial-year periods do not include
data on protective-type shoes, as they are unavailable.
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have found '"serious injury" to exist, I shall limit my discussion to this
aspect of the criterion.

The Trade Act does not define the term '"serious injury". Instead, it
sets forth certain guidelines in the form of "economic factors' which the
Commission should take into account. Thus, section 201(b)(2) states that
the Commission should take into account "all economic factors which it con-
siders relevant, including (but not limited to)... the significant idling
of productive facilities in the industry, the inability of a significant
number of firms to operate at a reasonable level of profit, and significant
unemployment or underemployment within the industry . . . .'" The modifier
"significant" indicates that the idling of productive facilities, and so
forth, must be of an important degree, and the presence of some or all of
these factors does not automatically make an industry eligible for import
relief. 1/ The Commission is to consider all of the factors it believes
relevant and make its decision thereon. 2/ Furthermore, section 201(b) (1),
in using the present tense, contemplates that the import-related serious
injury be new and continuing ''present'" injury, as opposed to "old" injury.
It is my view that ''present" injury must be found by examining a time span
which discounts brief and transitory episodes in the performance of the
domestic industry and establishes a realistic performance for the industry

in the present. 3/

1/ See Ways and Means Report, supra note 1, p. 30 at p. 47; see also
Finance Report, supra note 1, p. 29 at p. 121.

2/ Ways and Means Report, supra note 1, at p. 47.

3/ See, for example, my views in Stainless Steel and Alloy Tool Steel:
Report to the President on Investigation No. TA-201-5 . . ., USITC Publica-
tion 756, January 1976, pp. 22-23. For a further discussion of the meaning
of the concept "serious injury," see Bolts, Nuts, and Screws of Iron or
Steel . . ., supra note 1, p. 28, at pp. 9-11.
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Oh, her heart's adrift, with one
On an endless voyage gone!
Night and morwning
Hannah's at the window binding shoes. Lucy Larcom.

Idling of productive facilities.--The evidence before the Commission

clearly shows that the domestic shoe industry is being seriously injured. There

is currently significant and increasing idling of productive capacity. Estimated

domestic production of all shoes has declined from 730 million pairs in 1970 to

625 million pairs in 1974. The number of firms producing nonrubber shoes has
declined from 597 in 1969 to 409 in 1974, while the number of establishments in
which nonrubber shoes are produced has declined from about 900 in 1969 to 600-

700 in 1974. The number of establishments which reported production of rubber and
plastic shoes as reflected in Standard Industrial Classification industry

No. 3021 declined from 106 in 1972 to an estimated 85 in 1976. Thus, both

domestic production and domestic capacity are down considerably. However, utiliza-
tion of capacity has declined despite the fact that large numbers of firms have
left the industry and domestic capacity and production have declined. The estimated
percent of capacity utilized by firms in the nonrubber shoe industry has declined
from 83 percent in 1968 to 76 percent in 1970 to 72 percent in 1974. Since
production of canvas shoes decreased from 1971 to 1974 and the estimated

production of protective~type shoes decreased from 1970 to 1974, there is no reason
to believe that the utilization of capacity experience of producers of either of
these types of shoe differs significantly from nonrubber shoe producers.

Him that makes shoes go  barefoot himself. Robert Burton.

Profit and loss.--The evidence also shows that a significant number of firms

in the industry are unable to operate at a reasonable level of profit. The rate

of return on capital for the shoe industry is lower than that of most any other



36
domestic industry. Some 33 of the 125 domestic nonrubber shoe firms from
which the Commission received financial data 1/ showed losses in their shoe
operations for 1974, indicating that upwards of 25 percent of the firms in
the industry may be operating at a loss. The ratio of net operating profits
to net sales of firms producing nonrubber footwear decreased without inter-
ruption from 6.7 percent in 1970 to 5.1 percent in 1974. The smaller the size
of the firm, the greater was the tendency to show lower ratios of net operating
profits to net sales; firms producing fewer than 2 million pairs per year
nearly always had ratios of below 5 percent from 1970 to 1974, .and they were
usually decreasing or very low over the entire period. It is believed that
the financial experience of producers of protective-type and canvas shoe
producers does not differ significantly from nonrubber shoe producers. Such
low levels of profit do not allow this industry to have sufficient working
capital to make needed investments in new machinery or to purchase lasts,

dies, and patterns for producing the most up-to-date styles at a profit.

Nor are we to use living creatures like
old shoes or dishes and throw them away when
they are worm out or broken with service.  Plutarch.

Unemployment.--There is significant unemployment and underemployment in

the industry. Employment of production workers decreased from 196,000 in
1971 to 177,000 in 1974, and further decreased from 181,000 workers in the
period January-September 1974 to 159,000 workers in the period January-
September 1975. This trend is also reflected in the data on average total
hours worked, the level of which is significantly below that for all

manufacturing and

1/ These data were based on a scientifically designed statistical sample
of producers in the nonrubber shoe industry and are considered to be
representative of data for the entire industry.
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for nondurable goods and the rate of decline of which is more rapid than

for all manufacturing and nondurable goods.

For, God it wot, he sat ful still and song
When that his scho ful bitterly him wrong.  Chaucer.

Substantial cause

The third criterion is that the increased imports must be '"'a substantial
cause' of the serious injury, or the threat thereof. Section 201(b)(4) of the
Trade Act defines substantial cause to mean 'a cause which is important and
not less than any other cause." It thus requires that a dual test be met--
that imports must be both an "important'" cause of serious injury and a cause
"not less than any other cause." Where increased imports are just one of
many causes of equal weight, it would be unlikely that they would constitute
an "important" cause, but where’imports are one of two factors of equal weight,
they would constitute an "important" cause. 1/ The test of '"not less than any
other cause" is satisfied if imports are one of several equal causes of injury
and no one cause is more important than imports. 2/ But the test is not
satisfied if there is a cause of injury more important than imports. 3/ Further-
more, section 2681 (b)(2)(C) of the Trade Act provides that the Commission, in
determining '"substantial cause,' take into account all relevant economic factors
"including (but not limited to). . . an increase in imports (either actual
or relative to domestic production) and a decline in the proportion of the

domestic market supplied by domestic producers."

1/ See the Ways and Means Report, supra note 1, p.30, at pp. 46-47, and
the Finance Report, supra note 1 , p. 29, at pp. 120-121.
2/ See the Ways and Means Report, supra note 1 , p.30 , at pp. 46-47.

é/ E.sat P- 46.
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Congress did not intend to set rigid, impossible standards for the
Commission to meet in order to determine whether increased imports are
"a substantial cause'" of the requisite injury or threat thereof. The

Finance Report 1/ states (at pp. 120-121):

The Committee recognizes that 'weighing' causes in a

dynamic economy is not always possible. It is not intended

that a mathematical test be applied by the Commission. The

Commissioners will have to assure themselves that imports

represent a substantial cause or threat of injury, and not

just one of a multitude of equal causes or threats of injury.

It is not intended that the escape clause criteria go from

one extreme of excessive rigidity to complete laxity. 2/

Clearly it seems to me that with respect to the shoe industry increased
imports are a cause which is important and not less than any other cause of
the serious injury being suffered. Few industries have fdced such large
increases in imports over so prolonged a time period, imports which have
taken an ever larger and more significant share of the domestic market.

The domestic shoe industry has been beset with serious problems for

many years. I noted in my determination in the 1971 industry investigation

cited previously imports even then "contributed significantly" to the industry's

1/ Supra notel , p.29.

2/ For a further discussion of the meaning of ''substantial cause," see
Wrapper Tobaccax Report to the President on Investigation No. TA-201-3 . . .,
USITC Publication 746, November 1975, pp. 4-7, and also Stainless Steel and
Alloy Tool Steel . . ., supra note3 , p. 34, at pp. 25-26.
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problems." l/ In 1976, I find that the subject imports are a substantial

cause of the serious injury being suffered by the domestic industry.

Cock a doodle doo!

My dame has lost her shoe;

My master's lost his fiddling-stick,

And knows not what to do. Nursery Rhyme.

U.S. imports of shoes described in the notice of investigation
increased from 268 million pairs in 1970 to 318 million pairs in 1974. The
estimated ratio of such U.S. imports to U.S. préduction of all shoes increased
from 37 percent in 1970 to 51 percent in 1974. The ratio of U.S. imports to
U.S. production of all shoes 2/ increased from 54 percent in the period January-
September 1974 to 62 percent in the period January-September 1975. Imports
of such shoes also increased their share of the entire shoe market from 27
percent in 1970 to 34 percent in 1974. 1In addition, the ratio of imports to
consumption of all shoes, except for protective-type shoes, increased from 35
percent during January-September 1974 to 38 percent in January-September 1975.
Thus, the specific economic factor enumerated in section 201(b) (2)(C) with
respect to indicating substantial cause is present.

Factors which have caused injury to the domestic industry include the
decline in U.S. apparent consumption and in U.S. per capita consumption of
pairs of shoes, the recession in 1974 and 1975, and the drop in real disposable
income in 1974. However, the long-standing nature of the import problem far
outweighs any of these factors as causes of serious injury to the U.S. shoe
industry. They only exacerbated ﬁhe weakened condition of-the shoe industry

and did not exceed the importance of imports as a cause of injury.

1/ Nonrubber Footwear . . ., supra note 1, p. 24, aF p. 47. )
2/ Data on domestic production for partial-year periods do not include
data on protective-type shoes, as they are unavailable.
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Management can influence certain factors which affect its ability to
compete in the domestic marketplace. Even with respect to these factors,
increased imports severely hamper the efforts of U.S. producers. For example,
financial institutions are reluctant to lend money to shoe producers, even
those who are good credit risks, because higher rates of return can be realized
in other areas of the economy and because they shy away from the high risks
inherent in a volatile industry facing severe competition from imports.

More capable management personnel are discouraged from entering a business
which has a problematical future.

In spite of these problems, the U.S. industry has made
significant efforts to compete with imports as shown by the results of the
Commission's questionnaire to domestic producers, which are found elsewhere
in this report. Most of the importer representatives agreed at the public
hearings that the U.S. shoe industry is the most technologically efficient
and its workers have the highest rate of preductivity in the world. The
results of the Commission's producer questionnaire also showed that expenditures
on new and/or additional plants and additions to existing plants and
purchases of machinery and other equipment increased significantly from 1970
to 1974. However, compared to all manufacturing, the shoe industry has
a low value of rented assets, a low value of capital expenditures per
employee, and a low value of capital utilized per worker, confirming the
highly labor-intensive character of the industry, both currently and poten-
tially. It is this very labor-intensive nature of the industry which makes
the efforts of the industry to compete so difficult when faced with imports

produced in low-wage countries.
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The industry has attempted to strengthen itself by vertical integration.
Manufacturers have acquired retail outlets and retailers have acquired manu-
facturing establishments. Some companies have either been acquired by
producers of products other than shoes or have themselves diversified into
other products. This trend toward concentration is of course
occurring throughout the U.S. economy, but I believe that the competitive
pressures of shoe imports have hastened the phenomenon in the shoe industry.
In fact many producers in whole or in part have themselves turned to imports
of shoes because of their inability to compete cost-wise and ultimately
price-wise with imports in the production of certain styles and in some price

ranges.

No one knows where the shoe pinches like the wearer.
Plutarch.

In the area of efforts to compete with imports, the so-called style
problem or failure or unwillingness of the domestic industry to produce
popular styles should not be given too much weight. The Volume Foot-
wear Retailers Association (VFRA) alleged at the Commission's public hearings
that a veritable "fashion revolution'" in shoe styles took place in 1973
irrevocably changing the commercial conditions in the marketplace. 1/

Prior to that time they asserted shoe styles changed in merely an evolu-
tionary manner. I believe it was established fully at the hearings that shoe
styling has been changing rapidly since at least the mid-to-late 1960's

and there was no fashion revolution in 1973 which could have been a substantial

1/ Hearing transcript, at pp. 408-409.
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cause of serious injury to the domestic industry.1l/ Even if the fashion

revolution argument were accepted, it is specious on other grounds. U.S.
producers are often innovators of shoe styles. Styles are based on ideas
which are easily transferred throughout the world within days or, at most,
weeks. Thus given economic production runs, U.S. producers can easily pro-
duce any style of shoe made in the world. 1In fact, a representative of the
VFRA testified at the Commission's public hearings that the U.S. industry is
ingenious at "knocking-off" shoe styles. 2/ There is no question in my mind
that if the U.S. industry could economically produce the styles demanded by
U.S. customers it would jump at the opportunity to increase its sales and
profits.

This leads me to a discussion of the competitive advantage enjoyed by
foreign suppliers of shoes. Beyond a doubt, the most important competitive
advantage of foreign suppliers of shoes is the lower employee earnings paid
by principal supplying countries. Although estimated total compensation per
hour worked data are not completely comparable between the United States and
other countries, in most cases the differences in such compensation are so
large that one may safely assert that total compensation is much lower abroad.
For example, such estimated compensation in 1975 was about 8-1/2 times higher
in the United States than in Taiwan and Korea, about 5-1/2 times higher than

in Brazil, about 2-1/2 times higher than in Spain, and about 20 percent higher

1/ Hearing transcript, at pp. 561-565 and at 584-590.
2/ Hearing transcript, at p. 523.
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than in Italy. Despite the U.S. industry's superior technology and higher

worker productivity, such significant differentials in compensation are
difficult to overcome when dealing with a product as labor-intensive as shoes.

piddle, diddle, dumpling, my son John,
He went to bed with his stockings on;
One shoe off, one shoe on;

piddle, diddle, dumpling, my son John.
Nursery Rhyme.

Conelusion as to eligibiltiy for relief

Having examined the evidence presented to the Commission in the course of
this investigation, I determine that the domestic shoe industry
is eligible for import relief, as shoes the subject of this investigation
are being imported into the United States in such increased quantities as to
be a substantial cause of serious injury to that industry.

Finding with respect to import relief

Section 201(d) (1) of the Trade Act provides, in part, that if the
Commission finds with respect to any article, as a result of its investigation,
the serious injury or threat thereof described in section 201(d) (1), it shall--

(A) find the amount of the increase in, or imposition of,
any duty or import restriction on such article which is necessary

to prevent or remedy such injury, or
(B) if it determines that adjustment assistance under chapters
2, 3, and 4 can effectively remedy such injury, recommerd the pro-

vision of such assistance

An open hand, an easy shoe,
And a hope to make the day go through.
Bliss Carman.

In view of my determination of serious injury and of the eligibility of
the domestic shoe industry for relief, I find that the increased tariffs set

out previously in this report 1/ are required in order to remedy the serious

1/ See pp. 4-5, supra.
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injury. The increased tariffs are established at three levels depending upon
the customs value at which the imported shoe is entered into the United States.
The structure of the tariffs is based upon the concept that the lower the

customs value is, the higher the rate of duty should be.

Commissioners Moore and Bedell present a statement later in this
series of Commissioners' views in support of their recommended relief. As
such recommended relief is essentially the same as that which I find required
to remedy the serious injury being suffered, I find myself generally in
agreement with their statement and concur in it. However, I would add several
comments. As indicated in my finding with respect to remedy set out previously
in this report, I have excluded so-called hospital paper slippers from the
list of imported articles for which I recommend a tariff increase. The bulk
of imported paper slippers is used for surgery room purposes and may be worn
over any other type of shoe. Such slippers db not affect the demand for foot-
wear in toto, although they admittedly may result in a displacement of consumer
purchases from one type of domestic footwear to another. Therefore such
slippers have no adverse effect on the domestic shoe industry. All other imports
considered in this investigation, however, are like or directly competitive

with articles being produced by the domestic shoe industry.

They sold the righteous for silver, a@d
the poor for a pair of shoes. The Bible.

Fashioning an appropriate remedy in this case was a very difficult
task. I have found one which I believe will relieve the domestic shoe industry

of the serious injury it is suffering and permit it to adjust to the competition
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of imports. Without serious adjustment efforts by major segments of the
domestic industry, I believe it is highly problematical whether this industry
will survive in its present form. Indeed, even with significant adjustment
efforts the industry could well deteriorate further. 1In the long run,

the survival of the domestic shoe industry may require more than the

temporary relief which I can recommend under the "escape clause."

And there is M'Fuze, and Lieutenant Tregooze,
And there is Sir Carmaby Jenks of the Blues,
ALl come to see a man die in his shoes. Barham.
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Affirmative Views of Commissioner George M. Moore

On August 20, 1975, the United States International Trade Commission
received a petition filed by the American Footwear Industries Associ-
ation, the Boot and Shoe Workers' Union, and the United Shoe Workers
of America requesting an investigation under section 201 of the
Trade Act of 1974 with respect to imports of footwear, other than
rubber and canvas.

The Commission instituted an investigation on September 17, 1975,
to determine whether footwear, provided for in items 700.05 through
700.85, inclusive (except items 700.51, 700.52, 700.53, and 700.60), of
the Tariff Schedules of the United States (TSUS), is being imported
into the United States in such increased quantities as to be a sub-
stantial cause of serious injury, or the threat thereof, to the domestic
industry producing articles like or directly competitive with the
imported articles.

The Trade Act of 1974 requires that each of the following conditions
be met before an affirmative determination can be made:

(1) There are increased imports (either actual or relative

to domestic production) of an article into the United
States;

(2) A domestic industry producing an article like or
directly competitive with the imported article
is seriously injured, or threatened with serious
injury; and

(3) Such increased imports of an article are 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.
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Determination

On the basis of the evidence developed by the Coﬁmission in this in-
vestigation, I have deterﬁined that nonrubber footwear for women and
misses classified under TSUS items 700.05 through 700.27, 700.29,

700.30, 700.41, 700.43, 700.45, 700.58, and 700.66 through 700.85

is 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 like or directly competitive articles,
and that nonrubber footwear for men, youths, and boys classified under
TSUS items 700.05 through 700.27, 700.29, 700.30, 700.35, 700.58, and
700.66 through 700.85 is 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 prdducing like or directly
competitive articles.

Further, I have determined that children's and infants' footwear,
work footwear, and athletic footwear classified under TSUS items
700.05 through 700.45, 700.58, and 700.66 through 700.85 are not 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

industries producing like or directly competitive articles.

The domestic industries

To fulfill its responsibilities under section 201(b) (1) of the Trade
Act of 1974 the Commission is required to define the domestic industry
(or industries) producing articles like or directly competitive with

the imported articles.
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I have determined that there are five domestic industries to be
considered for the purposes of this investigation, which may be de-
fined in terms of the facilities in the United States devoted to
the production of--

(a) Women's and misses' footwear like the imported
footwear for women and misses described in the
notice of this investigation;

(b) Men's, youth's, and boys' footwear like the im-
ported footwear for men, youths, and boys
described in the notice of this investigation;

(¢) €hildren's and infants' footwear like the imported
footwear for children and infants described in

the notice of this investigation;

(d) Work footwear like the imported work footwear described
in the notice of this investigation; and

(e) Athletic footwear like the imported athletic
footwear described in the notice of this investi-
gation.

Although most of these industries utilize processes and equipment
capable of producing footwear which falls into more than one of the indus-
try groupings, there exist distinct differences between the various
production operations and the end uses of these articles. Therefore,
recoénizing that no industry breakdown would satisfactorily encompass
every possible situation, I believe, that there are five industries
which are engaged in the production of domestic nonrubber foot-

wear.

Increased imports

The chart on the following page demonstrates domestic consumption
of nonrubber footwear in terms of U.S. production and imports, by types,

during the period 1968-75.
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NONRUBBER FOOTWEAR

U. 5. PRODUCTION , BY TYPES; U. S. IMPORTS FOR CONSUMPTION, BY TYPES;
AND APPARENT CONSUMPTION; 1968-1975 (WITH PROJECTIONS FOR 1975)
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I have determined that there are five domestic industries to be
considered for the purposes of this investigation, which may be de-
fined in terms of the facilities in the United States devoted to
the production of--

(a) VWomen's and misses' footwear like the imported
footwear for women and misses described in the
notice of this investigation;

(b) Men's, youth's, and boys' footwear like the im-
ported footwear for men, youths, and boys
described in the notice of this investigation;

(c) C€hildren's and infants' footwear like the imported
footwear for children and infants described in

the notice of this investigation;

(d) Work footwear like the imported work footwear described
in the notice of this investigation; and

(e) Athletic footwear like the imported athletic
footwear described in the notice of this investi-
gation.

Although most of these industries utilize processes and equipment
capable of producing footwear which falls into more than one of the indus-~
try groupings, there exist distinct differences between the various
production operations and the end uses of these articles. Therefore,
recognizing that no industry breakdown would satisfactorily encompass
every possible situation, I believe, that there are five industries
which are engaged in the production of domestic nonrubber foot-

wear.

Increased imports

The chart on the following page demonstrates domestic consumption
of nonrubber footwear in terms of U.S. production and imports, by types,

during the period 1968-75.
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in determining whether a domestic industry is seriously injured. These
factors are the significant idling of productive facilities in the
industry, the inability of a significant number of firms to operate at
a reasonable level of profit, and significant unemployment or under-
employment within the industry.

During the period 1969-75 the operating level of the plants (plant
utilization) producing men's and boys' nonrubber footwear declined
from 85 percent to 69 percent, while the operating level of plants pro-
ducing women's and misses' nonrubber footwear declined from 76 percent
to 65 percent. For both industries these declines in utilization increased
unit costs to a point at which these industries cannot produce footwear
at prices competitive with those of imported articles.

Information secured from the U.S. Bureau of the Census indicates that
the number of firms producing women's and misses' nonrubber footwear
dropped from 369 in 1969 to 272 in 1974, and the number of firms pro-
ducing men's and boys' nonrubber footwear dropped from 202 in 1969 to
182 in 1974.

It is clear that these industries have experienced a significant
idling of productive facilities.

Net operating profits for all domestic producers of nonrubber foot-
wear amounted to $189 million in 1970. A slight increase to $197 mil-
lion occurred in 1971; then decreasing profits were experienced in 1972
and 1973. 1In 1974, net operating profits were $186 million, an amount
below the 1970 level.

The producers of nonrubber footwear reported a deterioration in

the ratio of net operating profits to net sales annually from 1970 to 1974.
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This ratio declined from 6.7 percent in 1970 to 5.3 percent in 1974.
The latter ratio of net operating profit to net sales does not include
nonoperating expenses or income taxes, which, if taken into account
would lower the ratio to approximately 2 or 3 percent.

The ratio of net operating profits to net sales for men's and
boys' shoes was 7.3 percent in 1970, declined to 6.9 percent in 1971,
and to 5.3 percent in 1972, and rose to 5.6 percent in 1973, and to
6.3 percent in 1974. However, the percentage of return after income
taxes and other income and expense would have amounted to approximately
3.6 percent in 1970, 3.4 percent in 1974, 2.6 percent in 1972, 2.8
percent in 1973, and 3.1 percent in 1974.

The return on net sales of women's and misses' shoes show an
uninterrupted decline during the 5-~year period, from 6.6 percent in 1970
to 6.2 percent in 1971, 5.6 percent in 1972, 4.6 percent in 1973, and
3.6 percent in 1974. The percentage of return after taxes and other
income and expense would have been approximately 50 percent of the
above figures or 3.3 percent in 1970, 3.1 percent in 1971, 2.8 percent
in 1972, 2.3 percent in 1973, and 1.8 percent in 1974.

Federal Trade Commission quarterly financial reports show that
net profits before taxes for all U.S. manufacturers were 6.8 percent in
1970, 7.0 percent in 1971, 7.7 percent in 1972, and 8.0 percent in 1973.
Net profits after taxes for all U.S. manufacturers amounted to 4.2 per-
cent in 1970, 4.1 percent in 1971, 4.3 percent in 1972, and 4.7 percent

in 1973.
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Based upon the above financial analysis it is clear that the women's
and misses' and the men's, youths', and boys' footwear industries com-
pare unfavorably with U.S. manufacturing industries generally, particularly
in recent years.

Thus, it is clear that these two footwear industries are unable to
operate at a reasonable level of profit.

During the period 1970-75, total employment in all U.S. manufac-
turing industries showed a slight decrease, while total employment in
facilities producing nonrubber footwear decreased sharply.

Employment of production workers in nonrubber footwear facilities
decreased 17 percent between 1970 and 1974. There was another decrease
of 12 percent in the first 9 months of 1975, compared with employment
in the corresponding period-in 1974.

In these highly labor-intensive footwear establishments, unemploy-
ment has been substantially higher than the average for all manufacturing
industries. 1In the past 7 years the number of workers employed in
nonrubber footwear facilities decreased from a total of 233,400 in
1968 to 163,000 in 1975, a reduction of 30 percent. In 1975 the
nonrubber footwear industries experienced an unemployment rate of about
15 percent.

The workers in nonrubber footwear firms have also suffered serious
underemployment problems for the past 7 years. During this period the
average weekly hours worked per employee dropped from 38 hours to 36

hours per week, a decline of 5.3 percent.
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The accompanying report does not provide unemployment or underemploy-
ment data specifically relating to the women's and misses' and the men's,
youths', and boys' footwear industries. However, since these two
industries constitute nearly 65 percent of all production of nonrubber
footwear, it is certain that they have experienced serious unemployment

and underemployment.

Substantial cause

The Trade Act of 1974 contains both a definition of the term "sub-
stantial cause" and certain guidelines to be considered by the Commission
in determining whether increased imports are a substantial cause of the
serious injury. Section 201(b)(4) of the Trade Act of 1974 defines the
term "substantial cause" to mean "a cause which is important and not
less.than any other cause." The guidelines to be considered by the
Commission with regard to substantial cause are contained in section
201(b) (2(C), which states that in making its determination, the Commission
shall consider (but not be limited to)--an increase in imports (either
actual or relative to domestic production) and a decline in the pro-
portion of the domestic market supplied by domestic producers.

In considering all the relevant economic factors, it is possible
that the Commission investigation will reveal that several factors may
be contributing to the serious injury suffered by the domestic industry.
While the report of the Senate Finance Committee indicates that

increased imports cannot be a substantial cause of serious injury
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if they are "just one of a multitude of equal causes,” 1/ the statutory
criteria are satisfied if increased imports are a single important cause
or one of several equally important causes.

Imports of women's and misses' footwear increased their share of
domestic consumption from 30 percent in 1968 to 44 percent in 1971
and to 51 percent in 1974. 1In the first 9 months of 1975 such imports
accounted for 53 percent of domestic consumption. In direct proportion
to the downward trend in domestic production, imports of women's and misses'
footwear increased from the equivalent of 42 percent of domestic pro-
duction in 1968 to 78 percent in 1971 and to 104 percent in 1974. 1In
the first 9 months of 1975 imports were equivalent to 111 percent of
domestic production.

Imports of men's, youths, and boys' footwear increased their share
of domestic consumption from 21 percent in 1968 to 36 percent in 1971
and to 42 percent in 1974. They then increased to 46 percent of domestic
consumption in the first 9 months of 1975. Here, again, in direct pro-
portion to the downward trend in U.S. production, imports of men's,
youths', and boys' footwear increased from the equivalent of 27 percent
of domestic production in 1968 to 56 percent in 1971 and to 72 percent
in 1974, and then increased to the equivalent of 85 percent of domestic
production in the first 9 months of 1975.

Consumption of nonrubber footwear declined in 1973 and 1974 and

in the first 9 months of 1975. However, the Trade Act of 1974 suggests

1/ Trade Reform Act of 1974: Report of the Committee on Finance . . .,
S. Report No. 93-1298 (93d Cong., 2d sess.), 1974, p. 120.
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that reduced consumption may not be cited as a cause of serious injury
more important than imports if it is found that increased imports are
taking a significant share of the market while the domestic industry
is experiencing a substantial loss in production.

Thus, there has been an increase in imports both actual and
relative to domestic production, as well as a decline in the proportion
of the domestic market supplied by domestic producers.

Among the causes of the serious injury to the domestic women's and
men's footwear industries which have been cited are the following:

(1) Imports; (2) the inefficiency of domestic producers and their
inadequate research and development; (3) the inability of domestic pro-
ducers to accept or respond quickly to style changes; (4) the recent
decline in apparent U.S. consumption of nonrubber footwear; and (5)

the recent recession.

The recent recession is not the most significant cause of the
serious injury suffered by certain domestic footwear producers. The
Commission's investigation shows that during the period 1968-75,
domestic footwear production declined each year regardless of the health
of the general economy. In contrast, footwear imports registered a
slight decline in only 1 year—--the recession year of 1974--while
U.S. footwear consumption fell sharply. 1In 1975, domestic footwear

production was down substantially while footwear imports increased.

The evidence shows that the level of technology possess
larger U.S. footwear producers equals that of foreign producers. Some
U.S. producers have developed new manufacturing processes in an effort

to offset the lower priced imported footwear.
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In the area of high-volume sales in the domestic market the demand
for low-priced footwear generally prevails over the demand for style.

In the higher priced, lower volume portion of the domestic market,
consumer demand for style and comfort prevail over price for the most
part. It is clear that in the domestic marketplace as a whole, consumer
demand is for low-priced footwear. Style is important but generally not
as important as price in today's market.

In addition to the basic advantage of low labor costs, there is
another advantage that imported footwear has over domestically produced
footwear. The Commission's investigation developed the fact that the markup
on imports enjoyed by U.S. merchants exceed the markup they receive on
domestic footwear. These advantages of imports have provided obstacles
which domestic competition has been unable to overcome.

After considering all of the evidence developed during this investi-
gation, I have concluded that increased imports of nonrubber footwear
were a substantial cause--not less in importance than any other cause-—-—
of the serious injury suffered by the women's and misses' and the men's,

youths', and boys' footwear industries.
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Views of Commissioner Catherine Bedell

On August 20, 1975, the United States International Trade Commission
received a petition filed by the American Footwear Industries Association,
the Boot and Shoe Workers' Union, and the United Shoe Workers of America
requesting an investigation under section 201 of the Trade Act of 1974
with respect to imports of footwear. On September 17, 1975, the Commission
instituted an investigation to determine whether footwear, provided for
in items 700.05 through 700.85, inclusive (except items 700.51, 700.52,
700.53, and 700.60), of the Tariff Schedules of the United States (TSUS),
is 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 articles like or directly competitive with
the imported articles.

The Trade Act of 1974 requires that each of the following conditions
be met before an affirmative determination can be made:

(1) There are increased imports (either actual or rela-
tive to domestic production) of an article into the
United States;

(2) A domestic industry producing an article like or
directly competitive with the imported article is
seriously injured, or threatened with serious
injury; and

(3) Such increased imports of an article are 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.

Determination

After considering the evidence obtained by the Commission in this

investigation, I have determined that footwear, as provided for in items
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700.05 through 700.85, inclusive (except items 700.51, 700.52, 700.53,
and 700.60), of the TSUS, is 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 like or directly

competitive articles.

The domestic industry

It is my view that the domestic industry which is being seriously
injured by the imported articles consists of the facilities in the
United States devoted to the production of nonrubber footwear (hereinafter
"footwear") comparable to the imported footwear covered in this
investigation. Such footwear includes footwear for women and misses,
men, youths, and boys, and children and infants; work footwear; and

athletic footwear.

Increased imports

The first criterion requires a finding that there are increased
imports. The Trade Act provides, at section 201(b)(2)(C), that an
increase in imports has occurred when the increase is "either actual or
relative to domestic production'. Thus, the requirement is satisfied when
the increase in actual or absolute terms or when the level of imports
is declining in actual terms but is increasing relative to domestic
production.

The statistics clearly show that imports have increased both in
actual terms and relative to domestic production. Imports increased from
241.7 million pairs in 1970 to 266.4 million pairs in 1974, or by 24 per-

cent, and the ratio of imports to domestic production increased from 43
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percent in 1970 to 59 percent in 1974. Imports during the first 9 months

of 1975, as measured in actual or absolute terms, were at a level equal to
that of the corresponding period in 1974. The ratio of imports to domestic

production was 68 percent during the first 9 months of 1975.

Serious injury or the threat thereof

The second criterion concerns the question of whether the domestic
industry is suffering ''serious injury, or the threat thereof. The Trade
Act does not define the term "'serious injury". Instead, it provides
guidelines in the form of economic factors which the Commission should
take into account. Section 201(b)(2) of the act states that, with respect
to serious injury, the Commission should take into account "all economic
factors which it considers relevant, including (but not limited to)
the significant idling of productive facilities in the industry, the
inability of a significant number of firms to operate at a reasonable
level of profit, and significant unemployment or underemployment within
the industry. . . ."

The facts show that there is presently a significant idling of
productive facilities within the industry. Utilization of capacity,
domestic production, and the number of domestic firms and establishments
producing footwear have all declined in recent years. Capacity for
firms still producing footwear was 72 percent in 1974 (the latest full
year for which data is available), down from 76 percent in 1970. At
the same time domestic production declined from 562.3 million pairs
in 1970 to 526.7 million pairs in 1972, to 490.0 million pairs in 1973, :
and to 453.0 million pairs in 1974.

The number of footwear firms declined from 597 in 1969 to approximately

375 in 1975, and the number of producing establishments declined
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from about 900 in 1969 to approximately 650 in 1975. Thus, a

significant number of productive facilities were idled and utilization
of capacity in those still producing declined.

Information before the Commission clearly demonstrates that a
significant number of firms in the domestic industry are unable to
operate at a reasonable level of profit. The ratio of net operating
profit to net sales after taxes for the industry declined to a low of
approximately 2.5 percent in 1974; this was below the levels of 2.8
percent in 1972 and 2.6 percent in 1973. 1In contrast, the ratio of
net operating profit to net sales after taxes for all domestic manufacturers
was 4.3 percent in 1972 and 4.7 percent in 1973 (the latest full year
for which such data are available). Furthermore, 33 of the 125 domestic
firms from which the Commission,received financial data showed losses
in 1974, indicating that approximately 25 percent of domestic producers
not only did not operate at a reasonable level of profit in 1974, but
they did not have any profit at all.

Employment in the industry has declined and underemployment has
increased as domestic production has declined and shoe firms have shut
their doors. Employment in the industry declined from 186,000 workers
in 1970 to 154,000 in 1974 and to 139,000 in 1975. Furthermore, the
average number of hours worked by footwear workers declined from 38.2
hours per week in 1972 to 36.8 hours in 1974, indicating significant and

increasing underemployment in the industry. During 1975, the U.S.
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Department of Labor found that some 7,200 unemployed or under-
employed footwear workers were eligible for adjustment assistance benefits
because increased imports of footwear had contributed importantly to
their unemployment or underemployment.

There are other relevant economic factors that indicate serious
injury. One is the inability of domestic footwear producers to increase
wholesale footwear prices at a rate commensurate with increasing
leather and vinyl costs, which has reduced profits and reduced the
rate of return on capital to a low level. A second factor is that
real hourly earnings of footwear workers decreased from $2.38 per hour
in 1973 to $2.29 per hour in 1974, and to $2.22 per hour during the

first 9 months of 1975.

Substantial cause

Section 201(b)(4) of the Trade Act defines the term '"substantial
cause' to mean "a cause which is important and not less than any other
cause." Thus, increased imports must be both an "important' cause
of the serious injury, or the threat thereof, and 'mot less than any
other cause.! The act also provides, as in the case of serious
injury, that in determining "'substantial cause'" the Commission take
into account '"all economic factors which it considers relevant
including (but not limited to) . . . an increase in imports

(either actual or relative to domestic production)
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and a decline in the proportion of the domestic market supplied by
domestic producers producers'" (sec. 201(b)(2)).

The facts before the Commission clearly show increased imports to be
a substantial cause of serious injury to the domestic industry. Imports
have increased, both actually and relative to domestic production, as
noted above. And the proportion of the domestic market supplied by domestic
producers declined from 70 percent in 1970 to 61 percent in 1973 and to
59 percent during the first 9 months of 1975.

In this investigation the Commission looked at a number of relevant
economic factors that may have contributed to the serious injury suffered
by the domestic industry. Some of the causes cited as having had significant
injurious impact on the footwear industry were the recent recession, inability
of the industry to keep up with changes in technology and style, and decreased
productivity. I have carefully considered these various factors and have
concluded that, however they may have contributed to injury of the footwear
industry, imports have been a far more important cause of that injury.

I do not think the recent recession is the most significant cause of
the injury because the Commission's investigation revealed that in the period
from 1968 to 1975, production of domestic footwear declined each year in spite
of the fact that the general economy was healthy in most of those years. On
the other hand, imports of footwear showed a small decline in 1 year only --
the 1974 recession year -- while consumption of U.S. footwear declined sharply.
In the following year, 1975, production of domestic footwear was down while

imports of footwear were on the increase. These factors signify to me
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that the recent recession is not the most important cause of injury to
the domestic footwear industry.

Furthermore, my study of the facts in this investigation led me to
the conclusions that the U.S. footwear industry is technologically advanced
and efficient and the U.S. footwear worker is as productive as any in the
world. The U.S. footwear industry has continued to lose more and more of
its domestic market to lower priced imported footwear, not for reasons of
technology or lower productivity, but because of lower foreign labor and
production costs.

And, further, it is my view that there is nothing '"magical" or "unique"
about an imported shoe. U.S. footwear producers and workers can and do
produce the high-quality, fashionable footwear demanded by discriminating
U.S. consumers. After all, in these days of rapid communication, new fashions
and styles are transmitted around the world in a matter ,of days. While it
may be true that some U.S. consumers prefer %he imported label as a status
symbol, the Commission's study showed most clearly that the majority of U.S.
consumers buy on the basis of price. In the course of the investigation the
Commission studied the subject of style at the retail level carefully. Our
study clearly showed that domestic retailers found that domestic producers
could and would produce almost any style, quality, or type of shoe. Our study
also showed that retailers prefer to buy domestically, and buy foreign
footwear chiefly because of price.

In light of the above, it is my conclusion that imports are both an
"important' cause of serious injury to the domestic and a cause ''mot less
than any other cause." 1 therefore find that the third criterion, that

of "substantial cause', is satisfied.
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Statement by Commissioners George M. Moore and
Catherine Bedell in Support of Recommended
Relief Pursuant to Section 201(d) (1) (A) of
the Trade Act of 1974

The increased rates of duty that we have recommended are designed
to have their greatest impact with respect to imported footwear valued
not over $6.00 per pair. It is in this value range that most of the
footwear imports are entered, and it is in this range that domestic
consumers purchase footwear on the basis of price.

An empirical analysis of the effects of price changes on the levels of im-
ports of nonrubber footwear indicates that for every l-percent rise in import
prices relative to domestic prices, the quantity of imports falls by 1.33
percent. This relationship measures the direct impact of price change--
which means that it exists as a cause-effect relationship whether the economy
is healthy or is in recession. ‘Hence, the relative prices of footwear
imports compared with the prices of domestic footwear play an
important role in determining the level of imports entering the United
States.

The increased rates of duty which we have recommended also take into
consideration the fact that production costs for foreign footwear are substan-
tially less than those for domestic footwear and the fact that the profit
margins for footwear imports are substantially higher. Therefore, we have
recommended that the rates of duty be adjusted upward from the ratio
indicated by the Commission's study in order to make certain that
the duty increase would not be substantially absorbed by the foreign

exporters and importers in the United States.



66

The relief provided by our recommendations will tend to stabilize
the quantities of footwear imported during the projected 5-year period
and also provide domestic footwear firms with an opportunity to recapture
a greater share of the U.S. market through competitive forces which are
absent in today's market.

It is our view that the problems of the domestic footwear industry
‘are longstanding and have been caused substantially by the ever-increasing
market penetration of footwear imports. The only relief which has thus
far been granted has been adjustment assistance,and it has proven to be
ineffective.

Under these conditions we believe that adequate import restrictions
are required to enable the domestic footwear industry to survive. Any
remedial action which fails to increase the domestic industry's share
of the footwear market would be a meaningless remedy.

Inadequate relief for the domestic footwear industry on the basis of
this investigation would not only be ineffective,but it would also remove the
possibility of effective remedies for this industry under section 201 of the
Trade Act of 1974 for some years to come. This is because section 203(j)
precludes such action for a period of more than 2 years after any prior relief
has terminated. If, on the other hand, it is determined later that our
recommended increases in rates of duty have been overstated, there are
adequate review procedures to temper the extent of such recommended rates

of duty.
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Views of Commissioner Italo H. Ablondi

On August 20, 1975, the United States International Trade Com-
mission received a petition filed by the American Footwear Industries
Association, the Boot and Shoe Workers' Union, and the United Shoe
Workers of America requesting an investigation under section 201 of
the Trade Act of 1974. On September 17, 1975, the Commission insti-
tuted an investigation to determine whether footwear, provided for in
items 700.05 through 700.85, inclusive (except items 700.51, 700.52,
700.53, and 700.60), of the Tariff Schedules of the United States (TSUS),
is 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 competi-
tive with the imported article.

Section 201(b)(1) of the Trade Act requires that each of the
following conditions be met before the Commission can recommend import

relief to the President:

(1) Imports of an article into the United States
are increasing (either actually or relative to
domestic production);

(2) The domestic industry producing an article
like or directly competitive with the imported
article is being seriously injured or threatened
with serious injury; and

(3) Increased imports are a substantial cause (i.e.,
a cause which is important and not less than
any other cause) of serious injury, or the threat
thereof, to the domestic industry producing an
article like or directly competitive with the
imported article.

It should be noted that the criteria for relief under section

201(b)(1) differ in significant respects from the criteria set out
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in section 301(b)(1) of the Trade Expansion Act of 1962 (TEA), under
which the previous footwear “escape clause" action was brought. 1/
Under the TEA, petitioners were required to establish each of the
following criteria:

(1) The subject articles must be entering the
United States in increased quantities;

(2) The increased imports must result in major
part from concessions granted under trade

agreements;

(3) The domestic industry must be seriously injured
or threatened with serious injury; and

(4) The increased imports must be the major factor

causing, or threatening to cause, serious

injury to the domestic industry.
A causal link between increased imports and trade-agreement conces-
sions was a crucial element under the previous act. Under the Trade
Act of 1974, however, it is only required that imports be increasing
either absolutely or relative to domesticiproduction, and the Com-
mission need not inquire into the cause of the increase. In addi-
tion, a domestic industry may now become eligible for relief when
it establishes that increased imports are a '"substantial cause'" of
serious injury or the threat thereof. There is no longer a require-
ment that ihcreased imports be the major factor causing injury--it

is now sufficient that increased imports be an important cause of

injury and no less important than any other cause.

l/ Nonrubber Footwear: Report to the President on Investigation
No. TEA-I-18 Under Section 301(b)(1) of the Trade Expansion Act of
1962, TC Publication 359, 1971.
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In prior footwear cases I generally voted in the negative primarily
because I did not find that imports were the '"major factor' (i.e., a
cause greater than all other causes) causing injury. In its report on
the Trade Reform Act of 1974 the Senate Finance Committee specifically
noted at page 120 that such a standard "has proved in many cases to be

an unreasonably difficult standard to meet." 1/

Determination

In view of the relaxed requirements with respect to causation and
increased imports under the new act I can now conclude that the domestic
industry producing nonrubber footwear has satisfied the criteria for
relief. Accordingly, I have determined that footwear, as provided for
in items 700.05 through 700.85, inclusive (except items 700.51, 700.52,
700.53, and 700.60), of the TSUS is being imported into the United
States in such increased quantities as to be a substantial cause of
serious injury to the domestic industry producing like or directly com-

petitive articles.

1/ Trade Reform Act of 1974: Report of the Committee on Finance . . . ,
S. Rept. No. 93-1298 (93d Cong., 2d sess.), 1974. The committee elabor-
ates on this point, stating:

"The requirement of the Trade Expansion Act that increased imports
result in major part from trade concessions has been very difficult to
satisfy in the past and has become a major barrier to import relief.

The criteria for import relief under the bill would relax the present
import relief criteria by: (1) removing the 'causal link" requirement
that imports result in major part from trade agreement concessions and
(2) requiring that increased imports need only be "a substantial

cause "
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Remedz

Upon making an affirmative determination of serious injury or
the threat thereof with respect to an article, section 201(d)(1) of
the Trade Act requires the Commission to--

(a) find the amount of the increase in, or imposition
of, any duty or import restriction on such article
which is necessary to prevent or remedy such injury,
or

(b) if it determines that adjustment assistance under
chapters 2, 3, and 4 can effectively remedy such
injury, recommend the provision of such assistance.

Since this directive is stated disjunctively it follows that the

Commission must recommend either import relief or adjustment assist-—

ance, but not both.

With respect to the options available to the Commission, the
Senate Finance Committee report states:
However, the Committee amended the House bill to
permit the Commission to recommend adjustment
assistance, in lieu of import relief in circum-
stances in which the Commission determines that
such assistance would be a more effective remedy
to the serious injury than import relief. 1/
After reviewing all the evidence developed during the course of
this investigation, I am persuaded that adjustment assistance would be
""a more effective remedy to the serious injury than import relief."

Specifically, I have determined '"that adjustment assistance under chap-

ters 2, 3, and 4 can effectively remedy such injury."

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

p._123.
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The only alternative to adjustment assistance which might have
any significant salutary effect would be import relief in the form
of either very high duties or severe quantitative restrictions,.

While such an alternative might provide a measure of temporary relief
to the domestic industry, it would not be an effective remedy since

I am not convinced that during the period that such import relief
would be in effect, the domestic. industry could effectively adjust to
import competition.

The Commission has found that the industry producing nonrubber
footwear is experiencing serious injury. I agree. However, within
the industry there are a number of relatively large firms which have
not been seriously injured by imports and which can be said to be
effectively competing with imports. The forms of import relief pro-
vided by the act (viz, quotas and increased duties) are designed to
afford industrywide protection. Accordingly, if import relief were
proclaimed in the instant case, the aforementioned companies would be
unnecessarily protected from import competition. Certainly, such a

"escape clause' relief. On

result is contrary to the purposes of
the other hand, the smaller manufacturers, which constitute the great
majority of the firms in the domestic industry, are being seriously
injured and thus are entitled to a remedy which in the judgment of
the Commission will most effectively alleviate injury. These firms
are often family owned and family controlled, occupy small, older

plant facilities, and are either marginally profitable or experiencing

losses with weak cash flow and working capital positionms.
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In 1953, in the case United States v. United Shoe Machinery Co.,

U.S. District Court Judge Wyzanski described the shoe industry in the
following manner:

While there are a few shoe manufacturers such

as International Shoe Corporation, with assets,

employment rolls, and bargaining power comparable

to defendant, the overwhelming majority of concerns

are small in production, assets, and employment rolls. 1/
The foregoing description of the industry applies today. Although
there are a great number of small companies producing nonrubber foot-
wear, production is heavily concentrated among a few very large firms.
For instance, of the 409 firms which produced nonrubber footwear in
1974, the 21 largest firms (each producing over 4,000,000 pairs annually)
accounted for half of total domestic production, while the 309 firms
which each produced less than 1,000,000 pairs annually accounted for
less than one-fourth of total domestic production.

That these small firms have been most acutely impacted by import
competition is confirmed by the evidence adduced during the investiga-
tion. Most of the decrease in the number of firms producing nonrubber
footwear has taken place among such companies. In 1969, of the 597
domestic firms producing nonrubber footwear, 451 produced less than
1,000,000 pairs annually, and 21 firms produced over 4,000,000 pairs
annually. By 1974, there were 142 fewer firms in the smaller output
category, while the number of firms producing over 4,000,000 pairs

annually remained unchanged. This precipitous decline in the number

of small manufacturing firms is reflected in the decline in the share

1/ United States v. United Shoe Machinery Co., 110 F. Supp. 295,
301 (1953), aff'd. 347 U.S. 521, 74 SC 699.
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of total domestic production accounted for by such firms. During the
period 1969-74, the share of total output accounted for by firms pro-
ducing less than 1,000,000 pairs annually declined from 24 percent to
20 percent, while the 21 firms which produced more than 4,000,000
pairs annually increased their share of total output from 37 percent
to 50 percent.

The difference in the conditions of the small and large firms
is most evident with respect to their financial performance. The ratio
of net operating profit to net sales for firms producing less than
200,000 pairs annually averaged just below 2.6 percent during the period
1970-74, while during the same period profits for firms producing over
4,000,000 pairs annually were nearly triple that amount, or more than
7.1 percent.

Based on the foregoing data and on additional information gathered
during this investigation and in prior investigations on the nonrubber
footwear industry, I am satisfied that the condition of the small manu-
facturers is distinguishable from that of the large firms, and that such
differences should be taken into account in fashioning a remedy. Thus,
although I find no justification for the imposition of industrywide
relief measures, I do believe that assistance is wafranted for the many
small firms which have been seriously injured.

I have recommended adjustment assistance fully mindful of past
criticisms of the program. However, adjustment assistance as now
provided for under the Trade Act substantially expands the range of
benefits, simplifies filing procedures, and expedites the administra-

tive process attending the disbursement of assistance.
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Salient features of the new act include increases in the allow-
ance payable to individual workers, extensions of the assistance period,
job training services with supplemental assistance to defray the cost
of same, provision for a job search allowance, and relaxed eligibility
requirements for relocation allowances.

Firm adjustment assistance is also well suited to the needs of
import-impacted companies producing nonrubber footwear. Such assistance
includes technical aid in the development of an overall recovery program,
ongoing managerial advice and counseling, and financial aid for use in
the purchase of new equipment, modernization of plant facilities, research
and development, and as working capital.

I have noted with concern that a total of only $20 million has been
appropriated for the firm adjustment assistance program in fiscal year
1976.. In my opinion such an amount is not sufficient to carry out the
intended mission of the program properly. To date, of the 50 firms that
have petitioned the Department of Commerce under the Trade Act of 1974,
two have actually received assistance totaling $4 million in direct loans
and loan guarantees. Only one petition has been denied. Thus, even if
one disregards those firms which will file petitions later this fiscal
year, 47 firms could become eligible for assistance before the end of
the fiscal year. 1In view of the financial needs of these firms and
bearing in mind the fact that disbursements have averaged $2 million,
it is abundantly clear that the remaining funds are insufficient to
treat effectively with the problems besetting the petitioning firms.

Moreover, the officials administering the program would very likely
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approve funds on the basis of the amount of money available, rather
than on the basis of the actual needs of firms. Clearly, measures
should be undertaken forthwith to insure that the firms that meet the
requirements of the act, in fact, receive an adequate level of assist-
ance.

The adjustment assistance program will be put to its first major
and perhaps decisive test if this remedy is implemented. I am convinced
that if expeditiously administered, within the intent of the act, the
program can become a valuable tool in alleviating the problems confront-
ing import-impacted industries. I call upon the Executive and all agencies
charged with the administration of the program to dedicate their efforts

to that end.
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INFORMATION OBTAINED IN THE INVESTIGATION

Introduction

Following receipt of a petition filed on August 20, 1975, by the American
Footwear Industries Association (AFIA), the Boot and Shoe Workers' Union, and
the United Shoe Workers of America, the U.S. International Trade Commission,
(name changed from the U.S. Tariff Commission by the Trade Act of 1974), on
September 17, 1975, instituted an investigation under section 201(b) of the
Trade Act of 1974 to determine whether footwear, provided for in items 700.05
through 700.85, inclusive (except items 700.51, 700.52, 700.53, -and 700.60),
of the Tariff Schedules of the United States (TSUS), is 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. A public
hearing in connection with this investigation was held on December 2-4 and
December 8, 1975, in the Commission's hearing‘'room in Washington, D.C. 1/

The act directs the Commission to complete its investigation within 6 months--
in this case by February 20, 1976.

The petitioners allege that the domestic producers of the footwear con-
sidered in this investigation have already suffered serious injury and that
the only effective remedy to stem increased deterioration of this industry
is immediate implementation of quantitative restrictions on the footwear con-

sidered herein as provided for in section 203 of the Trade Act of 1974.

1/ Notice of the Commission's investigation and hearing was published
in the Federal Register on Sept. 22, 1975 (75 F.R. 43561).




A-2

Previous Investigations

In recent years, the Commission has conducted a number of inves-
tigations on the footwear industry. On January 15, 1969, the Com-
mission issued a report on an investigation (332-56) instituted at
the request of the President under section 332 of the Tariff Act of
1930, in which it gathered information on the economic condition of
domestic nonrubber footwear manufacturers, and the effects of imports
upon those manufacturers. 1/

In December 1969, the Cbmmission issued a report on an investi-
gation (332-62) supplementing the previous section 332 investiga-
tion. This investigation was instituted by the Commission on
its own motion to provide a current assessment of trends in domestic
production and imports. 2/

On January 15,‘1971, the Commission reported on an investigation
(TEA-1-18) instituted at the request of the President wunder section
301(b)(1) of the Trade Expansion Act of 1962. The Commission, being
equally divided, made no finding with respect to that investigation,
and there was no further action announced by the President with
respect to the Commission's report. 3/

Since 1968 the Commission has completed 155 footwear "adjustment assist-

ance" investigation under sections 301(c) (1) (firms), and 301(c)(2) (workers).

Of these, 128 were worker cases, and 27 were firm cases. The Commission

1/ Nonrubber Footwear: Report to the President on Investigation No.
332-56 . . ., TC Publication 276, 1969.

2/ Nonrubber Footwear: Report on Investigation No. 332-62
TC Publication 307, 1969.

3/ Nonrubber Footwear: Report to the President on Investigation No.
TEA-I-18 . . ., TC Publication 359, 1971.

*
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issued affirmative findings in 23 of the worker cases and 7 of the firm
cases, negative determinations in 79 of the worker cases and 14 of the
firm cases, and the Commissioners participating were evenly divided in 26
of the worker cases and 6 of the firm cases.

The Commission has conducted two investigations on footwear under the
Antidumping Act, 1921, as amended. The first, in 1966 on leather work
shoes from Czechoslovakia, resulted in a unanimously negative determination.
The second, in 1975 on welt work shoes from Romania, resulted in a nega-
tive determination (Commissioners Leonard and Parker dissenting), 2/

The U.S. Treasury Department has conducted a number of countervailing
duty investigations concerning footwear from Spain, Brazil, Argentina,
Republic of Korea, and Taiwan. Countervailing duties have been imposed on
nonrubber footwear imported into the United States from Spain, Brazil, Korea,
and Taiwan. An affirmative finding was made with respect to rubber foot-
wear from Korea; however, the imposition of countervailing duties was waived
under the provisions of the Trade Act of 1974. A negative finding was made

with respect to nonrubber footwear from Argentina.

1/

1/ Leather Work Shoes from Czechoslovakia: Determination of No Injury or

Likelihood Thereof in Investigation No. AA1921-48 . . ., TC Publication 185,
1966.

2/ Welt Work Shoes From Romania: Determination of No Injury or Likelihood
Thereof in Investigation No. AA1921-144 . . ., USITC Publication 731, 1975.




A-4

Description of Products

The footwear cited in the notice of this investigation covers a
wide variety of footwear, including dress, athletic, and work shoes,
boots, sandals, clogs, zoris (which are generally considered to be rubber
footwear), and other casual footwear. All of this footwear (except for zoris)
is usually referred to as nonrubber footwear. However, all of it will be
referred to as nonrubber footwear in this report. The imported footwear
excluded in the notice of investigation is (1) protective-type footwear (rub-
bers, arctics, galoshes, overshoes, and other footwear of rubber and plastics)
described in TSUS items 700.51, 700.52, and 700.53, and (2) certain
footwear with uppers of fabric and soles of rubber or plastics described
in item 700.60, which includes footwear commonly referred to as sneakers,
tennis and basketball shoes, and a variety of slippers, boots, and
other footwear designed for leisure, street, or beach wear. 1/

Nonrubber footwear is produced by establishments included in
industry Nos. 3142, 3143, 3144, and 3149 of the Standard Industrial
Classification (SIC). Industry No. 3142 consists of establishments
primarily engaged in manufacturing house slippers, and industry No. 3143
consists of establishments enagaged in manufacturing men's footwear
(other than athletic footwear). Establishments manufacturing women's
footwear (other than athletic footwear) are included in No. 3144, and
establishments manufacturing athletic footwear and footwear for misses,
infants, and children are included in industry No. 3149. Both protec-

tive-type footwear and certain footwear with uppers of fabric and soles

1/Pt. 1A of schedule 7 of the TSUS, which is reproduced in App. A,
covers articles of footwear.
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of rubber or plastics are produced principally by establishments in
industry No. 3021 (rubber footwear).

In 1975, as well as throughout the past decade, about half the non-
rubber footwear produced in the United States was manufactured by the
cement process 1/ and slightly more than én eighth, by the welt process. 2/
However, with respect to the upper material used in the manufacture of
nonrubber footwear in the United States, there has been a definite shift
from leather to the use of manmade materials. In 1975, about half the
production of nonrubber footwear was produced with uppers of all leather,
compared with two-thirds in 1970 and about three-fourths in 1965.

This shift is a result of the increased cost of leather and the general
acceptance by consumers of uppers of supported vinyl or other manmade
materials. With respect to imported footwear, about two-fifths of the
total imports during the past decade had uppers of leather.

In general or commercial usage the dtscriptive terms for footwear
(e.g., dress, casual, sandals, work, and clogs) may have various mean-
ings. Some terms are defined for tariff purposes in the headnotes
(including statistical headnotes) to part 1A of schedule 7 (app. A).

In the 1960's, dress shoes were probably more important than any other
type of nonrubber footwear. However, since the late 1960's there has
been a blurring of the distinction between dress and casual shoes, owing

to the decline in strict dress codes and the emphasis on more casual

1/ In the cement process, the outsole is affixed to the upper by an
adhesive without sewing.

2/ In the welt process, a welt, a narrow strip of leather, extends
around the edge of the thread portion of the sole, and the welt and
shoe upper are sewed to a lip on the surface of the insole, and the
outsole is sewed or cemented to the welt.
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dress, with the result that most kinds of shoes are being worn and
considered acceptable at most social and business functions.

With the emphasis on casual dress, there have been rapid style
changes in nonrubber footwear during the past decade. In particular,
women's footwear has been subjected to frequent and rapid changes in
style as a result of modifications that have occurred in dress lengths
and as trousers and other casual attire have become increasingly
acceptable for almost every occasion. Women's boots gained popularity
in the late 1960's with the introduction of new styles in women's
wearing apparel, such as the miniskirt and the calf-length skirt, that
accented boot designs. Such boots continued to be fashionable through-
out 1970 and 1971. However, with the switch by women to other types of
wearing apparel, particularly pants suits, the market for boots
diminished markedly in 1972. It should be noted, however, that a
renewed interest in boots began in 1974.

In 1970's footwear designs took a new direction. The footwear
bottom (sole and heel) became the main interest in shoe design, and
styles with soles an inch or more in thickness became popular. A
variety of materials--crepe (rubber), 'marshmallow" (pliable synthetic),
leather combinations, and various plastics--were used to make soles,
concealed platforms, and wedges. Some bottom assemblies were colored,
painted, or sculptured. During 1970-72, such platform styles dominated
most women's footwear. Although platforms became less extreme in

1973, their importance in shoe design continued into 1975; today a
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large volume of footwear in the more traditional styles is also being
offered. While most fashion emphasis in recent years has focused on
high heels, there as been a strong rebirth of interest in flats for

dress occasions and low-heeled classic moccasins for casual wear.
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The Question of Increased Imports

U.S. imports

U.S. imports of nonrubber footwear, which were negligible in the
1950's, rose steadily from 95 million pairs in 1963 to 227 million pairs
in 1969 and to 339 million pairs in 1973 (table 1; fig. 1). The upward
trend in imports of nonrubber footwear was interrupted in 1974, when
they amounted to 318 million pairs. In January-September 1975, such
imports amounted to 256 million pairs, compared with 249 million pairs
in the corresponding period of 1974. 1In terms of value, imports of
nonrubber footwear increased from $563 million in 1970 to $989 million in
1974. Table la and figure la show U.S. imports of nonrubber footwear
excluding zoris and disposable paper slippers.

U.S. imports of zoris--thonged sandals of rubber or plastics,
which are provided for in TSUS item 700.55 and thus included in this
investigation--have been on a downward trend since the mid-1960's.

Zoris are worn primarily as beach sandals or shower slippers. U.S.
imports of zoris declined from 34 million pairs in 1965 to 26 million
pairs in 1970 and to 24 million pairs in 1974.

Disposable paper slippers from Mexico are admitted under TSUS

item 700.85 and are thus included in this investigation. 1/ Such

slippers (which are valued at about 9 cents per pair)}, amounted to an

1/ Disposable paper slippers were imported in substantial volume
beginning in 1973. These slippers, which are worn over shoes, are
designed for use as a safety percaution against static electricity
in hospitals. They are entered principally under item 807.00 of the
TSUS, which means that the duty is assessed only on the value added
by the Mexican fabricator. Components of the shoe covering are
shipped to fabricators in Mexico for assembly and then returned to
the United States.
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estimated 8 millicn pairs in 1973, 28 million pairs in 1974, and 27
million pairs in January-September 1975, compared with 18 million
pairs in the corresponding period of 1974. A representative of shoe
producers in Mexico testified at the public hearing that an estimated
30.8 million pairs of paper slippers were shipped to the United
States in 1974 and 27.6 million pairs were shipped in the first 11
months of 1975. 1/

The ratio of imports of nonrubber footwear to domestic produc-
tion 2/ increased steadily from a negligible 2 percent in the mid-1950's
to 27 percent in 1967 and to 70 percent in 1974 (table 1 and fig. 2),
The ratio of imports to production was 82 percent in January-September
1975, compared with 72 percent in the corresponding period of 1974,
Fig. 2A shows the ratio of U,S. imports of nonrubber footwear, excluding
zoris and paper slippers, to production and consumption for the period
1963-74,

U.S. imports of footwear with fabric uppers and soles of rubber or
plastics (@escribed in TSUS item 700,60 which is not listed in imported

items in the notice of this investigation), doubled during the 10-year:

1/ Transcript of the hearing, p. 891.
2/ Imports and market penetration are discussed in a later section.
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period 1965-74, Such footwear consists of tennis oxfords, basketball
shoes, footwear commonly referred to as sneakers, slippers, scuffs,
and a variety of boots. U.S. imports of such footwear rose from 33
million pairs in 1965 to 50 million pairs in 1970 and 67 million
pairs in 1974, In recent years, nearly two-thirds of the imports
have consisted of slippers, scuffs, and other footwear deemed by the
U,S. Customs Service as '"mot like or similar to U.S. footwear" and
thus not dutiable on the American-selling-price (ASP) basis of
valuation., Imports of such footwear have been on an upward trend
during the past decade, while imports of sneaker-type footwear
(dutiable on the ASP basis of valuation) have been on a irregular
trend,

The table on the next page shows U.S. imports of nonrubber
footwear (except zoris and paper slippers), zoris separately, and
footwear admitted under 700,60 during 1970-74, January-September

1974, and January-September 1975,
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Nonrubber footwear, zoris, and certain footwear with fabric uppers
and soles of rubber or plastics: U.S. imports for consumption,
1970-74, January-September 1974, and January-September 1975

* Non- : : Footwear with fabric uppers

* rubber ° :_and soles of rubber or plastics
Period ! foot- ©° Zoris 2/ : Similar :Not similar:

:-wear 1/: : to U.S. : to U.S. ¢ Total

: footwear 3/:footwear 4/:

Quantity (million pairs)

1970-—————=——m et 242 : 26 18 : 32 ¢ 50
1971-- : 269 : 23 ¢ 28 : 34 : 62
1972~ : 297 25 : 20 : 38 : 58
1973 : 308 : 23 : 24 . 42 : 66
1974~- : 266 : 23 : 26 : 41 67
Jan,-Sept, -~ : : : : :

1974 e : 213 : 19 : 21 : 34 55

1975 e : 213 : 17 20 : 37 : 57

Value (million dollars)

1970-——---——-—— : 559 : 3: 17 : 57 : 44
1971~ 678 : 3 29 : 33 62
1972 : 835 : 4 24 33 : 57
1973- : 975 : 4 : 37 : 42 79
1974~ : 981 : 6 : 68 : 64 : 132
Jan,-Sept, -~ : : : : :

1974 e 750 5 53 50 : 103

1975 e : 845 5 : 55 . 59 . 114

: Unit value (per pair)

1970- $2.31 : $0.12 . $0.95 : $0.87 : $0.90
1971-- 2.53 : .14 1.02 : .96 : .99
1972y 2.81 : 14 1.21 .88 : .99
1973-- 3.17 : 17 1.52 : 1.00 : 1.19
1974~ 3.68 : .26 : 2.59 : 1.56 : 1.96
Jan,-Sept,-- : : : :

1974 ————=————————- : 3.52 : .26 : 2.57 : 1.48 ;: 1.89

1975 ——==mmm—————m . 3.97 . .30 . 2.83 . 1.59 . 2.02

1/ Does not include zoris or paper slippers.

2/ Footwear entered under TSUSA item 700.5520. i

3/ Footwear admitted under TSUSA items 700.6005-700,.6030 and dutiable
on the ASP basis of valuation,

4/ Footwear admitted under TSUSA items 700,6035-700,6060 and not
subject to duty on the ASP basis of valuation.

Source: Compiled from official statistics of the U.S. Department of
Commerce,
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Principal supplying countries.--In terms of quantity, Taiwan, Italy,

Spain, and Brazil have been the principal suppliers of nonrubber footwear
to the United States in recent years (tables 2, 3, 4, and 5). 1/ 1In 1974,
Taiwan supplied 30 percent of the total imports; Italy, 20 percent; Spain,
11 percent; and Brazil, 7 percent. As shown in the table on the next page,
Taiwan accounted for 64 percent of the total imports of footwear of plastics
and zoris in 1974, while Italy, Spain, and Brazil together accounted for
about three-fourths of the total imports of footwear of leather. Imports
of footwear of plastics and zoris from Taiwan had an average dutiable

value of $1.12 a pair; footwear of leather from Italy, Spain, and Brazil

had an average dutiable value of $5.73, $5.90, and $4.24 a pair, respectively.

l/ See tables 2a, 4a, and 5a for data on imports of nonrubber footwear, ex-
cluding zoris and paper slippers.
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Nonrubber footwear (including zoris and paper slippers):

U.S. imports

for consumption, by types of material and principal sources, 1974

Source : Leather : Plas- : Other : Total

: tics 1/ : :

Quantity (1,000 pairs)
Republic of China (Taiwan)----———-: 1,548 89,195 : 5,476 : 96,219
Italy———— ————— 43,702 16,590 : 2,311 : 62,603
Spain————=—= e 28,405 5,830 : 798 : 35,033
Brazil-- - ---: 20,345 140 : 839 : 21,324
Republic of Korea- - 3,470 2,738 : 2,994 : 9,202
All other---- - -:  30.419 23,816 : 39,405 : 93,640
Total-- - : 127,889 : 138,309 : 51,823 : 318,021

: Value (1,000 dollars)
Republic of China (Taiwan)--—-----: 6,590 : 99,706 : 7,428 : 113,724
Italy—-—-————— - : 250,596 : 65,769 : 7,183 : 323,548
Spain---—--—--———-———-co————: 167,655 : 20,938 : 4,215 : 192,808
Brazil----- -————: 86,289 : 77 + 2,330 : 88,696
Republic of Korea—-——-————=—we——- + 16,747 3,403 : 3,349 : 23,499
All other-—————————————— : 178,537 : 40,589 : 27,753 : 246,880
Total---—-—————- - : 706,414 : 230,482 ¢ 52,258 : 989,155

Unit value (per pair)
Republic of China (Taiwan)----—-——- : $4.26 $1,12 : $1.36 : $1.18
Italy--—- ——— : 5.73 3.96 : 3.11 : 5.17
Spain-———————mm e 5.90 3.50 : 5.28 : 5.50
Brazil -_— - - 4.24 .55 : 2.78 : 4.16
Republic of Korea- -_— : 4.83 1.24 : 1.12 : 2.55
All other-—-———————————— : 5.87 1,70 : .70 2,64
Total-——————————— 5.52 1.67 : 1,01 : 3.11
Percent of total quantity

Republic of China (Taiwan)-—-—---—- : 1: 64 : 11 30
Italy - - -— -: 34 : 12 : 4 20
Spain=———m——=—— - - 22 : 4 : 1 : 11
Brazil--————--——————— e - : 16 : 1/ : 2 7
Republic of Korea-————--—=——————- : 3: T2 6 : 3
All other : 24 : 18 : 76 : 29
Total-—————————— 100 100 : 100 : 100

1/ Footwear having uppers principally of
2/ Less than 0.5 percent,

Source:
Commerce.

supported vinyl and zoris.

Compiled from official statistics of the U.S. Department of
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Imports from Taiwan more than doubled during the period 1970-73
(table 2), but then declined considerably in 1974, while imports from
Italy declined by nearly a fourth during the 5-year period 1970-74--
from 81 million pairs to 63 million pairs. U.S. imports from Spain TrOSse by
nearly 75 percent between 1970 and 1973, but declined slightly in 1974. It
should be noted that imports from Brazil, which accounted for a very
small part of the total imports in 1970, increased to about 7 pere
cent of the total in 1974. Imports from Korea also increased sub-
stantially during 1970-74--from 2 million to 9 milljon pairs, Canversely,
imports of nonrubber footwear from Japan, a major supplier in
1970 and 1971, declined from 60 million pairs in 1970 to 7 million
pairs in 1974, or by nearly 90 percent.

In 1974, U.S. imports from Taiwan consisted principally of
vinyl slippers, sandals, and other inexpensive footwear for women
and misses (table 6). A substantial portion of the imports from Italy,
which had a considerably higher dutiable value ($5.17 a pair) than
imports from Taiwan, consisted of leather dress and casual shoes
for women and misses; about a fourth of the imports consisted of
vinyl footwear for women and misses; and most of the remainder
included leather dress and casual footwear for men, youths, and
boys (table 7).

About half of the total imports from Spain consisted of leather
dress and casual footwear for women and misses; leather dress and
casual footwear for men, youths, and boys accounted for most of
the remainder (table 8). Women's dress and casual footwear of

leather accounted for most of the imports from Brazil (table 9).
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Composition.--U.S. imports of footwear of leather (items 700.05-
700.45), which had an average dutiable value of $5.52 a pair in 1974,
have supplied about two-fifths of the total imports by volume in recent
years (table 10); 1/ footwear with uppers principally of supported vinyl,
which had an average value of $1.67 a pair in 1974, accounted for most
of the remainder. The great bulk of the footwear considered in this
investigation is entered under four TSUS items--700.35, 700.43,

700,45, and 700,55 (tables 11 and 12).
As shown in the table below, about 64 percent of the total

imports entered in 1974 were admitted under items 700.45 and 700,55,

Nonrubber footwear: U.S. imports for consumption, by selected TSUS items,

1974
TSUS : : : : Unit :  Share
item : Description : Quantity : Value value : of total
No. : : : ! quantity
1,000 : 1,000 :
pairs : dollars : Per pair : Percent
Footwear of leather:
Other: :
700.35 : For men, youths, and : : : :
: boys----==-=m------ : 37,843 : 259,800 : $6.87 : 12
For other persons: : : :
700.43 : Valued not over : : :
: $2.50 per pair---: 14,673 : 25,515 : 1.74 : 5
700.45 : Valued over $2.50 : : :
: per pair--------- : 67,023 : 365,642 : 5.46 : 1
700.55 : Certain footwear of : : : :
rubber or plastics----- : 138,309 : 230,482 : 1.67 43

14
.

i/ See table 10a and figure 3a for U.S. imports of nonrubber footwear, exclud-
ing zoris, and paper slippers, by types.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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As shown in the following table and in figure 3, during the period
1970-74, U.S. imports of women's and misses' footwear supplied over two-
thirds of the total imports; imports of men's, youths', and boys' foot-
wear supplied about a fifth of the total; and imports of children's and

infants' footwear supplied most of the remainder.
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Footwear for women and misses.--Figure 4 on the next page shows

that U.S. imports of nonrubber footwear for women and misses (excluding
zoris) increased from about 133 million pairs in 1968 to 215 million
pairs in 1973--or by nearly 55 percent (table 13). 1/ Imports of
women's and misses' footwear dropped significantly in 1974, and in
January-September 1975 they were slightly lower than in the corres-
ponding period of 1974.

While imports were equal to only 42 percent of production in 1968,
they were equal to 78 percent of production in 1971, and 104 percent in
1974. 1In January-September 1975, imports were equivalent to 111 per-
cent of production, the same as in the corresponding period of 1974.

In terms of quantity, Taiwan, Italy, Spain, and Brazil have been the
principal suppliers of such footwear in recent years.

Footwear for men, youths, and boys.--Figure 5 and table 14 show

that U.S. imports of nonrubber footwear (ther than work or athletic)
for men, youths, and boys (excluding zoris) doubled during the period
1968-74,increasing from 31 million pairs to 73 million pairs. 2/

They were about 62 million in January-September 1975, compared with
54 million pairs in the corresponding period of 1974. The ratio of
imports to production rose from 27 percent in 1968 to 72 percent in
1974. The ratio of imports to production was 85 percent in January-

September 1975,compared with 67 percent in the same period of 1974.

1/ See figure 4a and table 13a for data on imports of nonrubber foot-
wear excluding zoris and paper slippers.

2/ See figure 5a and table 14a for data on imports of nonrubber foot-
wear excluding zoris and paper slippers.
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In recent years, Taiwan, Italy, and Spain have been the principal suppliers
of such footwear.

Footwear for children and infants.--As shown in figure 6 and table

15, during the.period 1968-73, imports of nonrubber footwear for children
and infants nearly doubled, increasing from 14 million to 26 million
pairs. Imports then declined to 19 million pairs in 1974; they amounted
to 14 million pairs in January-September 1975, compared with 15 million
pairs in the corresponding period of 1974. The ratio of imports to
production increased from 23 percent in 1968 to 53 percent in 1973, but
declined to 43 percent in 1974. Imports were equivalent to 45 percent
of production in January-September 1974 and 48 percent in the corres-
ponding period of 1975.

In 1974, U.S. imports of footwear of plastics for children and in-
fants amounted to about 10 million pairs, or about half the total im-
ports of footwear for children and infants; footwear of leather accounted
for about 5 million pairs and other nonrubber footwear, 4 million pairs.
In terms of quantity, Taiwan, Spain, Italy, and Japan have been the
principal suppliers of imports on nonrubber footwear for children and

infants in recent years.
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Work footwear.--Figure 7 and table 16 show that U.S. imports of work

footwear 1/ as reported in official statistics amounted to 2 million pairs

in each of the years 1968-72, but increased to 3 million pairs in 1973 and
1974. The ratio of imports to production rose from 5 percent in 1970 to

11 percent in 1974. However, it should be noted that production data shown
for 1973 and 1974 represent production of work shoes of ankle height or
higher only (including steel-toed shoes), while data for previous years repre-
sent production of both oxford-height and above-the-ankle type. Romania,
Korea, and Canada have been the principal suppliers of work shoes in recent
years.

Athletic footwear.--Figure 8 and table 17 show that U.S. imports of

athletic footwear increased from 2 million pairs in 1968, when they were
equal to ome-fourth of production, to 8 million pairs im 1974, when they
were equal to four-fifths of production. Imports continued their upward
trend as they amounted to 12 million pairs in January-September 1975, equi-
valent to 150 percent of production, compared with 6 million pairs in the
corresponding period of 1974, equivalent to 86 percent of production. However,
it should be noted that the data on imports do not include footwear with
permanently attached skates, while the data on production include such foot-
wear. In recent years, imports of shoes with skates attached have been
estimated at about 1 million pairs annually, and production of such footwear
has been estimated at about 1 million to 4 million pairs annually. Also,
some imports consist of ski boots and high-quality, high-priced specialized

athletic shoes of which there is relatively little domestic production.

1/ Work footwear is described in subpt.. 1A, statistical headnote 1(b)
of schedule 7 as footwear "having outsoles 1/4 inch or over in thickness
(measured at the ball of the foot) and having uppers of grain leather
extending above the ankle." Although the above description refers only to
above-the-ankle-type footwear, Customs officials in New York and Baltimore
report that oxford-height work shoes are generally included as work foot-
wear under the item.
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U.S. imports of athletic footwear entered under TSUSA item 700.3515,
which include athletic footwear of leather other than welt footwear and ski
boots, supplied the great bulk of the imports, as shown in the following
tables. Imports in that category increased from 1 million pairs in 1968 to
nearly 8 million pairs in 1974. The increased popularity of specialized
athletic footwear with leather uppers probably acco