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REPORT TO THE PRESIDENT

U.S. Tariff Commission
August 3, 1961

To the President:

The U.S. Tariff Commission herein reports the results of its
investigation No. 7-104 under section 7 of the Trade Agreements Exten-
sion Act of‘l951, as amended, to determine whether

Wilton carpets, rugs, and mats; Brussels carpets,

rugs, and mats; velvet or tapestry carpets, rugs,

and mats; and carpets, rugs, and mats of like

character or description; all the foregoing

classifiable under paragraph 1117(a) of the

Tariff Act of 1930
(hereinaftér referred to as "the designated machine-woven pile floor
coverings") are, as a result in whole or in part of the duty or other
customs treatment reflecting concessions granted thereon under the
General Agreement on Tariffs and Trade, being imported into the United
States in such increased quantities, either actual or relative, as to
cauge or threaten serious injury to the domestic industry producing
like or directly competitive products. ’

The aforementioned investigation was instituted on February 13, 1961,
upon application of the American Carpet Institute, Inc., New York City,
New York. Public notice of the institution of the investigation and of
the public hearing to be held in connection therewith was duly given by
é:posting copies of-the-metice at the office of the Commission in

Washington, D.C., and at its office in New York City, and by publishing
-suchi notiee in the Federal Register (26 F.R. 1420) and in the February-16,

L8 e fwe‘ '{.ff
1961 issue oﬁyTreagg;ngecisiong. The public hearing was duly held,



beginning on May 23, 1961 and ending on May 26, 1961, at the Commission's
hearing room in Washington, D.C. = All interested parties were given
opportunity to be present, to produce evidence, and to be heard.

In addition to the information obtained at the hearing, the Commis-
sion in this investigation used information obtained from its files,
through field work by members of the Commission's staff, from other
Government agencies, and from responses to questionnaires sent to domes-

tic producers and importers.
FINDINGS v

 As a result of the investigation, including the hearing, the

Commission ﬁnanimously finds as follows-- |

(a) That as a result, in part, of the duty reflecting the conces-
sion granted thereon in the‘General Agreement on Tariffs and Trade, the
designated machine-woven pile floor coverings 7are being imported into
the United States in such increased quantities, both actual and relative,
as to cause serioué injury to the domestic industry producing like
products; and | |

(b) That in order t§ remedy the serious injury so found, it is
necessary that the rate of duty being imposed under paragraph 1117(a)
‘on the designated machine-woven pile floor coverings be increased to

40 percent ad valorem.

1/ The Tariff Commission was composed of five commissioners when these
findings were made. Commissioner J. Allen Overton, one of the five, did
not participate due to illness.



RECOMMENDAT ION

In view of the foregoing findings, the Commission recommends that
the appropriate tariff concession granted in the General Agreement on
Tariffs and Trade be modified to permit the application to the desig~-
nated machine-woven pile floor coverings of the increased rate of duty
specified in finding (b) above.

CONSIDERATIONS BEARING ON THE COMMISSION'S
FINDINGS AND RECOMMENDATION

The Commission's findings and recommendation are based principally

on the considerations hereinafter discussed.
U.S. Customs Treatment

The importeé carpets and rugs covered by this investigation, as
well as certain other machine-woven pile carpets and rugs, are dutiable
under the provisions of paragraph 1117(a) of the Tariff Act of 1930.
Identical customs treatment is now provided for Axminster, n.s.p.f.,
Wilton, Brussels, and velvet or tapestry carpets, rugs, and mats, and
for carpets, rugs, and mats ofhlike character or description. The
rates of duty originally imposed under the act of 1930 were 40 percent
‘ad valorem on such floor coverings valued at not more than 40 cents per
squére foot, and 60 percent ad valorem on those valued at more than
40. cents per square foot. Reductions in the rates of duty were subse-
quently effected pursuant to concessions granted by the United States
in bilateral trade agreements and in the General Agreement on Tariffs

and Trade. Since June 6, 1951, all of the carpets and rugs covered by



paragraph 1117(a) have been dutiable at a common rate regardless of
type or value (table 1, Appendix). The rate of duty became 21 percent
on June 30, 1958.
Description and Uses

Wilton (including Brussels) and velvet (including tapestry) carpets
and rugs constitute two of the major types of textile floor coverings
marketed in the United States. Both are included in the category termed
"machine-woven pile Y carpets and rugs." Included also in this category
are the Axminster and various minor types, such as chenille, Smyrna, and
sheen. Another major type of textile floor covering is the machine-
tufted pile carpet, which has grown rapidly in importance in recent years.
Still anotﬁer type, the machine-knitted pile carpet, is growing in sig-
nificance and may ultimately become an important factor in the market.
Machine-made pile floor coverings--embracing the machine-woven, machine-
tufted, and machine-knitted types--currently account for the great bulk
of the domestic production of all textile floor coverings. A miscellaneous
assortment of prodﬁcts, none of which is cutstanding in the total trade,
make up the remainder.
Wilton carpets and rugs

*Wilton carpets and rugs currently account for nearly a third of
“the domestic production of machine-woven pile floor coverings but for
less than a tenth of the output of machine-made pile floor coverings.
The technical literature of three or more decades ago described

the Wilton carpet as being a cut-pile fabric and the Brussels

1/ Pile carpets are those having tufts that stand erect and form the
surface of the carpet. The tuft ends may be cut or uncut (looped).



carpet as being an uncut-pile (loop or round-wire) fabric. Current
trade practices, however, do not distinguish between Wiltons and
Brussels. The nomenclature identifying Brussels as a distinct product
is no longer employed to any significant extent, either by domestic
producers or by importers. Wiltons are currently being produced domes-
tically, as well as being imported, with cut pile, with uncut pile, and
with both cut and uncut pile. Thus, "Wilton" has become a generic
term to cover all three types.

The Wilton carpet is woven on a loom that utilizes a specialized
Jacquard attachment. The Jacquard mechanism 1/ is used to achieve a
variéty of effects in the carpet, especially to give it a pattern,
either in color or in texture, or to give it depth. The Jacquard
mechanism.assures control of the individual yarns by timing their appear-
ance in the surface. Conversely, it determines which pile yarné are to
be submerged in the body of the fabric until the design calls for their
appearance at.the surface. Even when a solid color or two-tone carpet
is desired, the‘Jacquard action can be utilized to obtain a textured
or sculptured pattern in the surface. Occasionally, these effects are
achieved by using the Jacquard in conjunction with other mechanisms
jauxiliary to the weaving process, e.g., variations in the types of wire
used. to control the pile height, and use of position~control devices.

The Wilton carpet generally contains submerged pile yarn. In the

Wilton weave, pile yarns that are not required on the surface to form

1/ A pattern-making mechanism using cards in which holes have been
punched to control the position of the yarns being used to form the pile
surface of the carpet.



the pattern lie buried in the body of the carpet. This gives to the
Wilton what has been termed a cushion back, a buried surface cushion,
or buried value. Layers of pile yarns are fed into ihe loom from frames;
the number of frames employed determines not only the number of basic
colors or types of yarn appearing in the surface pattern but also the
number of pile yarns submerged in the body of the carpet. High-quality
Wiltons may contain as many as 6 frames; 1/ constructions having
3 frames or less, however, constitute the bulk of current domestic
production.
Velvet carpets_and rugs

Velvet carpets and rugs currently account for more than a third of
the domestic production of machine-woven pile floor coverings and for
less than a tenth of the output of machine-made pile floor coverings.
In times past, velvet carpets and rugs were sometimes known as
tapestry velvets; and tapestry carpets were sometimes referred to as
"tapestry Brussels" (a misnomer)._ Three or four decades ago, when there
was substantial tréding in tapestry carpets and rugs, the velvets were
characterized as being cut-pile fabrics, and the tapestriés as uncut pile
fabrics. Velvet carpets are no longer distinguished in the trade from
tapestry carpets, i.e., aé being of cut rather than of uncut pile. In
‘other words, plain-woven carpets ana rugs of both cut and uncut pile

are regularly marketed as velvets.

1/ More than six colors can be introduced into the surface pattern by
‘"planting" extra color yarns in one or more of the several frames in
order to supplement the basic colors employed therein.



The velvet carpet utilizes one of the simplest of carpet weaves.

It is usually less expensive to weave than the Wilton, since the loom
required is less complicated and the method of weaving vsually requires
less pile yarn per square yard in the finished product. Nevertheless,
when closely woven, velvets are long wearing and are rich in appearance.
On first inspection it is difficult to distinguish some of the better
quality velvets from Wiltons. In fact, product innovation has occurred
with such frequency in recent years that the distinction between velvets
and Wiltons is no longer as sharp as it formerly was. According to the
American Carpet Institute, Inc.--

the American market has invited frequent and numerous

variations of rug design, color, texture, and qualities,

with a consequent lessening interest in the value of

basic weave classifications as a factor of market impor-

tance, on the part of foreign suppliers, and importers. . . .

More than in the case of any other basic weave, the

characteristics of Velvet carpet have been revolu-

tionized. 1/

In recent years, velvets have been produced largely in solid colors.
Numerous textured effects are achieved by a variety of methods. The
ordinary plush surface is attained when the pile is cut and the tufts are
uniform in height. The pile may be woven at different heights to form a
sculptured or textured surface. Tightly twisted pile yarns finished in
cut pile provide a frieze surface. Uncut looped pile supplies a pebbly

texture. Other effects are obtained by combining cut and uncut pile in

the surface.

1/ Application by American Carpet Institute, Inc., for investigation
with respect to Wilton and velvet carpets and rugs, January 1958, p. 12.



Axminster and other machipe-woven pile carpets and rugs

The principal type of machine-woven pile carpet, other than the
Wilton and the velvet, is the Axminster. Until recent years the Axmin-
ster carpet was the most widely used floor covering in the United States.
During the period between World War I and World War II it accounted for
about half of the total domestic production of machine-made pile carpets;
it still accounts for about a fourth of the output of machine-woven pile
carpets and rugs but for less than a tenth of the total production of
machine-made pile floor coverings (table 2). In 1960 the domestic pro-
duction of Axminsters was about 32 percent smaller than that of velvéts ,
and about 18 percent smaller than that of Wiltons.

AVarious additional types, including chenille, Smyrna, and sheen,
account for the remainder of the domestic production of>machine-woven
pile carpets and rugs.

Machine-tufted pile carpets and rugs

In 1960 three-fourths of the machine-made pile floor coverings
produced in the United States were of the type identified in the trade
as "tufted." Ten years ago tufted rugs were relatively unimportant in
the trade. The Bureau of the Census has been reporting such production
gnly since 1950. At that time the bulk of machine-tufted pile carpet
output consisted of scatter rugs, bathmats, and other floor coverings
L by 6 feet and smaller. Currenﬁly, about three-fourths of the total
domestic production of machine-tufted floor coverings is in sizes larger

than 4 by 6 feet (table 2).



Tufted carpets are produced in a wide range of qualities and prices.
In recent years they have made rapid inroads into the market that was for-
merly supplied almost exclusively by machine-woven products. Moreover,
there appears to be general agreement in the trade that the rapidly ex-
panding output of tufted carpeting has not yet reached a point where it
will cease to make further inroads into the market for pile floor coverings.
Virtually all the increase in éonsumption of pile carpets and rugs that
has been stimulated in recent years by the increase in the national popu-
lation and by fhe generally high level of national income has been supplied
from the production of tufted products.

Machine~tufted carpets differ in construction from machine-woven
carpets principally in the manner by which the surface yarns are anchored
to the base of the fabric. In Wiltons and velvets, the pile tufts
(pile warp) are anchored into the backing during the weaving process, by
the weft yarns, which run the width of the fabric. The weft yarns, in
turn, are bounﬁ into the fabric by the chain warp. In the tufted carpet,
the tufts are inserted mechanically into a previously prepared woven
backing. This bécking, which is generally made of jute or cotton, is
coated with latex after the tufts have been inserted, in order to inhibit
the carpet's sliding and to anchor the tufts more firmly. In recent
;eérs many of the tufted carpets produced havé been provided with an addi-
tional backing of scrim or other fabric, bonded to the original backing,
to give more body and wearability to the carpet. The tufting machine
(which probably should be thought of as a tuft-inserting machine) employs

a multiple—neédle operation to sew the pile yarns (tufts) into the backing.
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It operates at many times the speed of an ordinary Wilton or velvet
loom, thereby contributing to the lower cost of the tufted rug.

Machine-knitted pile carpets and rugs

Machine-knitted carpets and rugs, another type of pile floor covering,
first appeared in the market in the late 1940's. During 1957 at least
two domestic manufacturers produced machine-knitted carpeting on a commer-
cial scale. Since then othersvhave gone into such production. The
Census of Manufactures showed‘that in 1958 the production of knitted car-
pets and rugs amounted to 4,523,000 square yards, and it is believed that
such production was higher in 1959 and in 1960.

Machine-knitted carpets cost less to produce than machine-woven
carpets. The types of knitting machines now employed produce substan-
tially more yardage per hour than do the looms required for velvets and
Wiltons.

The U.S. Industry

On the basis of information developed in this investigation, includ-

- ing data obtained by questionnaire from concerns accounting for the great

bulk of the domestic production of Wilton and velvet carpets and rugs, the
Commission found that the domestic industry producing products that are
?like" the imported products under investigation is coextensive with the
domestic production of Wilton and velvet floor coverings as they are now
known in the trade.

During 1960, 35 plants in the United States are known to have manu-
factured either Wiltons or velvets, or both. The plants are located as
follows: 10 in Pennsylvania; 5 each in Massachusetts and New Jersey;

4 in New York; 3 in South Carolina; 2 each in New Hampshire and North
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Carolina; and 1 each in Maine, Connecticut, Virginia, and Illinois. It
 is estimated that some 7,500 prodﬁction and related workers are employed
in producing Wilton and/or velvet carpeting in the domestic industry.

The 35 Wilton and/or velvet plants are operated by 27 individual
concerns. Ownership of the operating facilities is usually direct rather
than through a subsidiary. Most of the concerns operate only one plant
in which Wiltons or velvets, of both, are made. One concern, however,
produces such carpets in 3 plants, and 5 otheré each produce them in
2 plants. The 27 concerns are engaged primarily in making machine-woven
pile floor coverings. In 1960 about 39 percent of their total output of
carpets and rugs 1/ consisted of Wiltons and velvets.

As regards the major types 6f carpeting, 24 of the 27 concerns
produce velvet carpeting; 22 make Wiltons; 9 meke Axminsters; 1/ make
machine-tufted; and 8 make machine-knitted.

U.S. Production

The outpﬁt of Wiltons and velvets was at an unusually high level of
54,669,000 square yards in 1950, partly because of anticipated shortages
resulting from £he Korean conflict (table 2). Production decreased
sharply to 40,358,000 square yards in 1952, increased to 45,658,000 square
yards in 1953, and then, although it fluctuated from year to year, declined
to a low of 31,530,000 square yards in 1960. Preliminary data indicate
that the domestic production of Wiltons and velvets will also decline
in 1961.

1/ In terms of quantity (square yards) and an even larger percentage
in terms of value.
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Sales and Inventories

Twenty-two concerns, whose output is estimated to have accounted
for approximately 96 percent of the total production of Wilton and vel-
vet carpets and rugs in 1960, submitted reasonably complete data regard-
ing sales and inventories. The trend of sales of Wilton and velvet
carpets and rugs by the 22 concerns closely approximated the trend of
production of guch floor coverings. in 1957 both production and sales
were slightly higher than the annual average for the period 1957-60
(table 3). In 1958 they were somewhat below the average, but in 1959
they were at a high for the period. In 1960 both production and sales
were lower than in any year during 1957-60. On a quantity basis (square
yards), sales of Wilton and velvet carpets and rugs in 1960 were 11 per-
cent lower than in 1957, 7 percent lower than in 1958, and 19 percent
lower than in 1959. A further decline in both production and sales is
indicated for 1961.

Annual yeérend inventories of Wilton and velvet carpets and rugs
were fairly stable during 1957-60, and averaged about»20 percent of saies
for the period. Wilton and velvet stocks were about 10 percént lower in
1960 than in 1957.

U.S. Imports

In 1960 at least 40 firms are known to have imported Wilton and
velvet carpets and rugs. Six large importers brought in about 70 percent
of the total imports in that year. One of the largest importers is also
a producer of such floor coverings domestically. Another fairly large
domestic producer also has an importing subsidiary. For the most part,

importers operate as jobbers; several of them also obtain some of their
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carpets and rugs from domestic manufacturers. A few large department
stores and chain stores import machine-woven pile floor coverings
directly.

Prior to and during World War II, U.S. imports for consumption of
Wiltons and velvets were small, having éveraged about 208,000 square
yards annually in 1936-38. Thereafter they increased to an annual aver-
age of 502,000 square yards in 1946-48; 1,880,000 square yards in 1950-52;
4,368,000 square yards in 1955-57; and 6,593,000 square yards in 1958-60.
Imports of Wiltons and velvets in 1960, the highest recorded in any year

thus far, amounted to 8,165,000 square yards (table 4).

Da@a obtained in the previous investigation indicated that in 1957
velvet was ﬁhe type imported in largest quantity. 1/ In that year 53 per-
cent of the total imports were velvets, 44 percent were Wiltons, and
3 percent were Axminsters. In 1960, however, according to data obtained
by questionnaire, 71 percent of the total imports were Wiltons, 28 percent

were velvets, and 1 percent were Axminsters. The large increase in the

1/ According to official statistics, Wiltons have usually constituted
the largest category of machine-woven pile floor coverings imported under
paragraph 1117(a). The next largest category has been a group of related
products identified in tariff language as "carpets, rugs, and mats of
like character and description," i.e., "like" any of the carpets and rugs
identified in paragraph 1117(a)--viz, Axminster, Brussels, Wilton, velvet,
and tapestry. None of the importers reported any entries properly classi-
fiable under the "like character or description" designation. This infor-
mation corroborates the opinion expressed by the customs examiner in New
York City that the great bulk of the imported floor coverings that have
been classified in official statistics as being "like" Wilton, velvet or
tapestry, Brussels, or Axminster carpets and rugs actually have been
Wiltons and velvets in chief value of wool.
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ratio of Wilton imports to the total is believed to be the result of the
very substantial increase in the imports of Wiltons from Japan. For many
years imports of Axminsters have been small.

Domestic and imported Wilton and velvet carpets and rugs are gener-
ally comparable, type for type. It would be difficult, if not impossible,
for a layman to tell whether a piece of carpeting was produced in the
United States or was imported. Both are made of the same kinds of raw
materials, précessed on the same types of machinery, and their end uses
are identical. Both are available in wide ranges of quality and price.
In recent years the bulk of the imports have been valued at not more than
40 cents per square foot (foreign value).

Before 1948 the small imports of Wilton and velvet carpets and
rugs came mainly from Belgium, France, the United Kingdom, and Italy
(table 4). In more recent years through 1958, approximately 80 percent
of the annual imports came from Belgium. In 1960 that éountry supplied
about 54 perceht of the total. Imports from Japan, mostly Wiltons, have
increased substantially since 1954. In that year they totaled 14,000
square yards; by 1960, they had increased to 3,001,000 squafe yards. In
January-April 1961, imports from Japan were 4 percent greater than those
from Belgium. Italy, France, and the United Kingdom are still fairly
important suppliers.

Before 1951 annual imports of Wilton and velvet carpets and rugs
were equivalent to less than 3 percent of the domestic consumption of
such floor coverings (table 5). The ratio of imports to consumption in

subsequent years increased steadily to nearly 21 percent in 1960. The
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ratio of imports of Wiltons and velvets to the domestic production of
such carpets rose from 3 percent in 1950 to nearly 26 percent in 1960.

As the result of a concession granted in the General Agreement on )
Tariffs and Trade (GATT), the rate of duty on all floor coverings dutiable
under paragraph 1117(a) was reduced to 25 percent ad valorem, effective
June 6, 1951. In that year imports of Wiltons and velvets amounted to
1,680,000 square yards; subseqﬁently, they increased sharply until they
reached'4,008,000 square yards in 1955. Again as the result of a con-
cession granted in the GATT, the rate of duty on such floor coverings
was reduced to 234 percent ad valorem, effective June 30, 1956; to 22% per-
cent ad valorem on June 30, 1957; and to 21 percent ad valorem on June 30,
1958, Imports of Wiltons and velvets, which averaged annually about
4,600,000 square yards in 1956-58, iﬁcreased very substantially to
6,982,000 square yards in 1959, and to 8,165,000 in 1960.

U.S. Exports

Domestic‘exports of machine-woven pile carpets and rugs in recent
years have been equivalent to less than half of 1 percent of domestic
production. Thelratio of exports of Wiltons and velvets to ﬁomestic
production of such floor coverings would be equally insignificant.

Price Trends
. Data were obtained by questionﬁaire from most domestic manufac-
turers respecting the prices received for machine-woven pile carpets and
rugs. From these data, which covered the principal products marketed

.
by such firms, index numbers were computed (columns 1 and 2 in table 6).
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Used also were price indexes for Wiltons, velvets, and all soft-surface
floor coverings, 1/ published by the U.S. Bureau of Labor Statistics
(columns 3, 4, and 5).

The price index (1957-60=100) for Wiltons (as computed) increased
from 98 in January 1954 to 101 in January and June 1957, or by 3 percent.
Thereafter, it declined to 98 in January 1959, and then increased to
102 in June 1960. In January 1961 a major producer announced price reduc-
 tions averaging 2-1/2 percent on selected grades of woven carpets. Shortly
thereafter, most other manufacturers of woven carpets announced similar
price reductions. As a result, the price index for Wiltons decreased to
98 in January and June 1961.

The prices of velvets fluctuated more widely than did those of
Wiltons. The index for velvets increased from 92 in January 1954 to
102 in January 1957, or by about 11 percent; it decreased to 97 in June
1958, or by about 5 percent. Thereafter, it rose to 101 in June 1960 and
then decreased‘to 98 in January and June 1961.

The price index for all soft-surface floor coverings followed much
the same trend as did the individual indexes for Wiltons and velvets.

The index for all soft-surface floor coverings increased from 95 in
January 1954 to 105 in January 1957, or by 11 percent; it declined to
96 in January 1959, and then rose to 100 in June 1960. By January and
June 1961 it had declined to 97.

.

1/ The index of wholesale prices for soft-surface floor coverings is a
composite of indexes of wholesale prices for Wilton, velvet, Axminster,
and other types of carpets and rugs. As used by the U.S. Bureau of Labor
Statistics, the term "soft-surface floor coverings" is roughly equivalent
to the term "machine-made pile carpets and rugs," as the latter is used
throughout this report.
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Relative to the general price level, as measured by the Bureau of
Labor Statistics wholesale-price index, prices of these carpets and rugs
increased less markedly between 1954 and 1957 than indicated above. By
similar comparison, however, they decreased over the longer period 1954~61.
After adjustments are made for changes in the general price level, the
price indexes for Wilton and velvet carpets and rugs were 4 and 1 percent
lower, respectively, in June 1961 than in January 1954 (columns 6 and 7,
table 6).

In view of the wide range of products reported by both domestic
producers and importers, it is not feasible to compare prices of domestic
Wilton and velvet lines with prices of imported carpets having identical
or nearly identical specifications. The information available to the
Commission, however, indicates that the imported Wiltons and velvets
generally undersell reasonably comparable domestic articles. 1/ This
margin is attributable in part to the fact that importers (1) have to
maintain largef inventories than domestic producers do in order to assure
early delivery; (2) do not have the same recourse to their suppliers in
obtaining adjustments for deficient merchandise as do buyeré from domestic
manufacturers; and (3) do not have the protection against pattern drops
gnd price decreases which is generally supplied by domestic mills to their
distributors. Data developed by the Commission's questionnaire indicate
that whereas prices of domestic Wiltons and velvets remained fairly stable
in recent years, prices of comparable imported products declined. The

index computed for prices of imported Wiltons (1957-60=100) declined from

1/ Transcript of the hearing, pages 64, 97, 108, 113, 151, 154, 232, 233,
and 235.
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104 in January 1957 to 98 in June 1960, or by about 6 percent. Mean-
while, the index for the imported velvets declined from 105 to 102, or
by about 3 percent.

) Employment and Earnings of Workers

Nearly 18,000 production and related workers are employed by U.S.
concerns that produce machine-woven pile carpets and rugs. It is esti-
mated that some 7,500 of them are émployed in the manufacture of Wiltons
and velvéts.

Several difficulties are encountered when one undertakes to measure
variations in man-hours of employment in the production of Wilton and
velvet floor coverings. Some concerns that had manufactured these prod-
ucts during ﬁhe past decade have ceased operations, and no records of
their employment are available to the Commission. A few others were unable
to supply segregated employment data on the products under consideration.
Through‘its questionnaire, the Commission obtained man-hour and wage data
from most prodﬁcers of Wilton and velvet carpets and rugs. The reports
submitted by 17 concerns were sufficiently complete for the years 1957-60
to be satisfactofy for tabulation and analysis (table 7). In 1960 the
output of the 17 firms accounted for more than four-fifths of the domestic
production of Wiltons and velvets.
| The number of man~-hours of employment afforded workers by the
17 concerns in the manufacture of Wilton and velvet carpets and rugs
averaged 15.9 million annually in 1957-60. During these years, such
employment was highest in 1957 (18.2 million man-hours) and lowest in the
recession year 1960 (13.6 million man-hours). Man-hours on Wiltons and
velvets in 1960 were about 11 percent lower than in the earlier recession

year 1958.
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Some of the loss in the employment afforded workers by the domestic
production of Wiltons and velvets is attributable.to improved techniques
and to more efficient utilization of labor. Over the period 1957-60, the
data reported by manufacturers of Wiltons and velvets indicate that their
aggregate productivity per man-hour increased by some 10 or 15 percent.
Had there been no appreciable change in the quantity of labor required
for a given unit of output, the most dependable measure of the trend in
employment in plants producing Wiltons and velvets would be the trend in
output of the products themselves. Withoutvaltered utilization of labor-
saving techniques, job opportunities for industrial workers ﬁould have
varied more or less commensurately with production. The facts relating
to U.S. production of Wiltons and velvets were presented in an earlier
section of this report. Indexes of the annual production of Wiltons and
velvets derived from data presented in table 2 show that in recent years

the annual production of such carpets varied as follows (1957-60=100):

1957 103
1958 96
1959 113
1960---. 88

Variations in aggregate annual earningé of these workers are
determined, of course, not only by variations in the total of man-hours
ﬁorkqd but also by changes in the hourly wage rates. Between 1957 and
1960, the average hourly earnings of production and related workers
employed in the production of Wiltons and velvets by the 17 concerns
increased by about 7 percent. Changes in the aggregate annual earnings
of these employees of the 17 concerns, therefore, paralleled only roughly

the annual changes in total man-hours worked. During the years 1957-60,
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aggregate earnings of production and related workers employed by the
17 companies in the manufacture of Wilton and velvet carpets and rugs
ranged from a high of $33.1 million in 1957 to a low of $26.4 million
in 1960.

Financial Experience of Producers of Machine~woven
Pile Carpets and Rugs

Questionnaires requesting profit-and-loss data, for the years
1957 through 1960, i/ were sent to all domestic manufacturers that were
thought to have produced machine-woven pile carpets and rugs in any of
these years. Although 30 firms are known to have produced such carpets
and rugs, questionnaires were received from only 25. Seven of the
25 concerns failed to furnish adequate profit-and-loss data either for
"all operations" or for Wilton and velvet carpet and rug operations. All
of the remaining 18 concerns manufactured Wiltons and/or velvets in each
year from 1957 through 1960, and most of them produced other types of
machine-woven carpets and rugs. Twelve of them also produced pile-surfaced
carpets and rugs other than machine-woven, particularly machine-tufted and
machine-knitted. In 1960 these 18 concerns accounted for 92 percent of
the U.S. production of Wiltons and velvets and for 82 percent of the U.S.
production of all machine-woven carpets and rugs (including Wiltons and
velvets). Wilton and velvet carpets and rugs accounted for 44 percent

of the total net sales of these concerns in 1960.

1/ Financial data for earlier years were reported in connection with
escape-clause investigation No. 67 (January 1959).
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Profit-and-loss_experience on all products

The aggregate net sales of all products by the 18 concerns amounted
to $404 million in 1957, $370 million in 1958, $431 million in 1959, and
$411 million in 1960 (table 8). Net operating profits on all products of
the 18 concerns decreased by nearly 21 percent in 1958, from $21 million
in 1957 to almost $17 million in 1958; then they increased to about
$41 million in 1959. They declined to $20 million in 1960, however, or
by nearly 50 percent compared with profits in 1959.

The ratio of aggregate net operating profits (before income taxes)
on all products to aggregate net sales was 5.2 percent in 1957, 4.5 per-
cent in 1958, 9.4 percent in 1959, and 4.9 percent in 1960. One of the
18 concerns reported a net operating loss in 1957, 4 reported losses in
1958, one in 1959, and 6 in 1960. The 6 concerns that reported losses
in 1960 accounted for about 20 percent of the aggregate sales of the
18 concerns.

Profit-and-loss experience on Wilton and velvet carpets and rugs

As shown by table 8, the aggregate net sales of Wilton and velvet
carpets and rugs by the 18 concerns that furnished adequate profit and
loss data amounted to $209 million in 1957, $191 million in 1958,
$219 million in 1959, and $182 million in 1960.

Aggregate net profits earned by the 18 concerns in Wilton and velvet
carpet and rug operations decreased by 17 percent in 1958, from $11 million
in 1957 to $9 million in 1958, a recession year for the economy as a whole.
In 1959, however, their net profits amounted to $24 million; in 1960 they
totaled less than $7 million. Whereas the aggregate net operating profit

for all domestic manufacturing industries, as a group, declined by
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5 percent between 1959 and 1960, the net operating profit of the 18 con-
cerns in their Wilton and velvet operations declined by 72 percent. The
ratio of the aggregate net profits (before income taxes) of the 18 con-
cerns on Wilton and velvet carpets and rugs to aggregate net sales was
5.4 percent in 1957, 4.9 percent in 1958, 11.0 percent in 1959, and
3.7 percent in 1960. Although Wilton and velvet operations of the 18
concerns were in the aggregate profitable in all 4 years, 1957-60, net
operating losses were reported by 2 of the concerns in 1957, by 5 in 1958,
by 1 in 1959, and by 7 in 1960. The 7 concerns that reported losses in
1960 accounted for about one-third of the total net sales of domestically
produced Wiltons and velvets in that year. Included among the 7 concerns
are the 6 previously referred to that reported net operating losses on
all products in 1960.
Summary and Conclusion

The status of the domestic indﬁstry producing Wilton and velvet
carpets and rugs has deteriorated materially from the situation observed
by the Commission in January 1959, when it published its finding in a
gimilar escape-clause action. On that occasion, a minority.of the
Commission--~comprising two of the undersigned--were of the opinion that
@he facts then warranted a finding of serious injury within the meaning
of section 7. The majority of the Commission--including one of the
undersigned-—-after appraising the complex situation then confronting the
domestic producers, were not so persuaded. Regardless of our individual
Judgments of the action appropriate at that time, we concur that the
situation has altered sufficiently to require a recommendation for relief

under the esgcape clause. The last full year for which the relevant
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statistical data were available to the Commission, when it made its
earlier finding, was 1957. Comprehensive information is now at hand for
3 additional years--1958-60. Data for these years reveal a pattern of
increasing encroachment by imports in the domestic market for Wiltons
and velvets and a correlative deterioration of the industry producing
such carpets and rugs. In our opinion, Wilton and velvet carpets and
rugs are being imported in such increased quantities, both actual and
relative, as to cause serious injury te the domestic industry

producing like products.

U.S. imports of Wiltons and velvets amounted to 1.6 million square
yards in 1950, 3.1 million in 1953, 4.7 million in 1957, 7.0 million in
1959, and 8;2 million in 1960. Not only did such imports increase
dramatically after 1957, but in 1959 alone the actual quantity by which.
they increased was greater than the total quantity imported in any single
year before 1953. Imports again increased sharply in 1960. The continu-
ing erosion of the market for domestically produced Wiltons and velvets
is graphically revealed by the mounting ratio of imports to domestic
production. In 1950 imports of Wiltons and velvets were eéuivalent to
3 percent of the domestic output; in 1954 the ratio was 8 percent; and
in 1958 it was 14 percent. Although 1960 was a recession year, aggregate
imports in that year were nearly double the quantity imported in 1957,
and the ratio of imports to the domestic output reached a successively
new high of 26 percent.

A direct corollary of the mounting tide of imports since 1957 has

been a decline in domestic‘sales of Wiltons and velvets. The impact of
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imports was intensified, of course, by the recession that occurred in
1960; sales by domestic producers were confined to a much smaller share
of the domestic market, which itself was shrinking. Sales of Wilton and
velvet carpets and rugs in 1960 were about 11 percent lower than those

in 1957; indeed, they were lower than in any other year since 1957.
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