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United States Tariff Commission
Washington, March 29, 1961.

Introduction

- This report, published pursuant to section 7(d) of the Trade Agree-
ments Extension Act of 1951, as amended (19 U.S.C. 1364(d)), sets forth
the finding and conclusion of the United States Tariff Commission in
connection with an investigation (No. 7-94) to determine whether RAINCOATS
WHOLLY OR IN CHIEF VALUE OF UNSUPPORTED PLASTIC FILM, provided for in
paragraph 1537(b) of the Tariff Act of 1930 (by virtue of the similitude
provision in paragraph 1559 of that Act), are, as a result, in whole or
in part of the treatment reflecting the concession 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 cause or threaten serious injury to the domestic industry producing
like or directly competitive products.

This investigation was instituted on September 29, 1960, by operation
of section 3(b>(l) of the Trade Agreements Extehsion Act of 1951. Public
notice of the institution of the investigation and of a public hearing
to be held in connection therewith was given by posting copies of the
notice at the office of the Tariff Commission in Washington, D.C., and
at its New York City office, and by publishing the notice in the Federal
Register (25 F.R. 9488), and in the October 6, 1960 issue of Treasury
Decisions. A public hearing was duly held oﬁ January 24, 1961, and all
interested parties were afforded reasonable opportunity to produce
evidence and to be heard. In addition to the information obtained at
the hearing, data were obtainéd!fréhﬁthe Commission's files, from

responses to questionnaires, and by field work.



Jurisdictional Issue Presented

In the course of the investigation a motion to discontinue and
dismiss the investigation on jurisdictional grounds was made by im-
porters. The motion was unanimously denied by the Commission and the

reasons therefor are set forth in detail in the appendix.
Finding and Conclusion of the Commission

On the basis of the investigation, including the hearing, the
Commission finds (Commissioners Schreiber and Sutton dissenting) 1/
that raincoats wholly or in chief Qalue of unsupported plastic film
are not being imported in such increased quantities, either actual or
relative, as to cause or threaten serious injury to the domestic
industry producing like or directly competitive products. Accordingly,
in the judgment of the Commission, no sufficient reason exists for a
recommendation to the President under the provisions of section 7 of the

Trade Agreements Extension Act of 1951, as amended.

1/ Statement of the views of Commissioners Talbot, Overton, Jones,
and Dowling is set forth commencing on page 16; findings,recommenda-
tions and statement of views of Commissioners Schreiber and Sutton
are set forth commencing on page 23.



SUMMARY OF THE INFORMATION OBTAINED IN THE INVESTIGATION

Description

Plastic film raincoats 1/ are light-weight waterproof garments
for occasional use. Although they are often made by the same con-
cern, and are marketed through the same outlets, they are different
in appearance and use as well as in price and method of manufacture
from rainwear of rubber- or plastic-coated fabric, designed for
heavy-duty use, and from that of water-resistant fabric, suitable
for everyday use.

In its characteristic form, the plastic film raincoat con-
sists of a solid-color knee-length sleeved garment, heat-sealed
rather than sewn, with slit-pockets, belt and snap- or button-
front. It is usually sold with a separate hood, and plastic
container or case. The plastic container or case is separately
dutiable when imported and, unlike the raincoat, is classified by
similitude under paragraph 923 of the Tariff Act of 1930 as an
article not sﬁecially provided for, wholly or in chief value of

cotton.

1/ Wherever used in this report, the term plastic film raincoats
and plastic raincoats refer to raincoats of unsupported plastic
f£ilm.



There have been growing sales, since 1958, of plastic film
raincoats with a fabric lining. Although these coats are ih
chief value of the fabric lining (usually cotton or rayon) and
when imported are dutiable under different tariff provisions,
they are made in the same establishments, on much of the same
equipment, and are displayed at retail on the same racks and

sold within the same price range as those unlined.
U.S. Customs Treatment

Plastic film raincoats were unknown in 1930 and are not
enumerated in the Tariff Act of that year. They are dutiable
by virtue of the "similitude" provisions of paragraph 1559 of
the Tariff Act of 1930, as raincoats in chief value of rubber
under the provision in paragraph 1537(b) of the Tariff Act for
manufactures wholly or in chief value of india rubber, not specially
provided for. The rate was 25 percent ad valorem in 1930. It
was reduced to 12% percent effective September 10, 1955, following
negotiations with Japan under the General Agreement on Tariffs
and Trade. Under the Trade Agreements Act of 1934, as amended,
the President upon recommendation of the Tariff Commission,may
increase the duty to a rate not more than 50 percent above that
existing on July 1, 1934 (in this instance to 374 percent ad

valorem) or can establish a quota on the imports.
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U.5. Industry

Plastic film raincoats are produced in the United States by
some 15 concerns. The plants of 5 are in the New York area.
Others are located in Massachusetts, Indiana, Georgia, Texas,
Wisconsin, Illinois, and Ohio. Over 4O percent of the produc-
tion is accounted for by Almar Manufacturing Co. of Washington,
Georgia.

Other products, including raincoats of rubber-coated fabric,
raincoats of water-resistant fabric, and novelties and miscel-
laneous articles of heat-sealed plastic film are generally
manufactured in the same plant as plastic film raincoats. For
plants accounting for by far the greater part of the output,
plastic film raincoats account for more than two-thirds of total
sales. In all plants together plastic film raincoats account for
about one-third of sales (see table 1 in the appendix).

Plastic film raincoats are made of poly-vinyl chloride film,
which is purchased in large rolls from processors of the crude
resin. The thickness of film used is generally 4 to 5% 1/ mils,
but it ranges from 2 to 8 mils. Some 3 to L square yards of
film, weighing 1 to 13 pounds; is used in making a plastic rain-
coat. The cost of the film is about 45 cents a pound, and is

nearly one-half the total cost of manufacture.

1/ .004 to .0055 inch,



Several of the manufacturers distribute imported plastic
film raincoats along with those they manufacture. The raincoats
so distributed accounted for nearly one-fourth of the total

imports in 1959 gnd for nearly one-third-of the total in 1960.

Production

Data on production of plastic film raincoats were submitted
to the Commission by 15 companies, believed to account for.practi—
cally the entire output. Of these companies, 10, which accounted
for 95 percent of the total in 1959, were able to furnish detailed
information on production and sales over a period of years (see
tables 1 and 2).

Production of plastic film raincoats by the 10 companies in-
creased froﬁ 305,000 dozen coats in 1956 to 536,000 dozen in 1958,
but declined to. 453,000 dozén in 1959, the first year that imports
were important, and to 312,000 dozen in 1960. Annual variations
in the number of plastic film raincoats produced were greater than
in the number sold (table 2). The producers made additions to
inventory in 1958 and 1959, and made withdrawals from inventory

in 1960, when sales were reduced .
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Sales

Sales of plastic film raincoats produced in the United States
by the 10 concerns reporting to the Commission increased in quantity
from 261,000 dozen coats in 1956 to 496,000 dozen in 1958, but de-
clined to 351,000 dozen in 1960. In value, the sales increased from
$8 million in 1956 to $10% million in 1958, and amounted to $9% to
$10 million in 1959 and 1960 (table 2).

The unit value of sales by domestic producers declined from
1956 to 1958, and increased from 1958 to 1960. These changes re-
sulted primarily from changes in the composition of sales. The
decline in unit value from 195é to 1958 attended an expansion of
sales of low-priced items. The higher ﬁnit values in 1959 and
1960 accompanied the dropping of some low-priced items, on which
competition from imports was centered.

In 1958, when imports were small, plastic film raincoats priced
not over $7.20 a dozen (designed to retail for about $1 each)
accounted for 8 percent of the total number sold by producers. The
proportion declined to 6 percent in 1959 and to slightly less than
5 percent in 1960 (table 3). Over the same period the proportion
priced over $7.20, not over $14.40 a dozen declined from 21.percent
to 18 percent. In the higher price brackets, on the other hand, where
competition from imports is slight the proportion, although not
the number, of plastic film raincoats sold by the producers in-

creased.
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Producers! Inventories

Year-end inventories of plastic raincoats in the hands of
producers which amounted to 71,000 dozen coats in 1956 and 59,000
dozen in 1957, increased to 137,000 dozen in 1959, and then de-
clined to 96,0QO dozen in 1960. The ratio of inventories to annual
sales was 27‘percent in 1956, 20 percent in 1958, 33 percent in
1959, .and 27 percent in 1960.

Imports

Imports of plastic film raipcoats are not separately reported
in the official import statistics, but are included in statistical
class No. 2098 900 "Other soft rubber manufactures, n.s.p.f." For
the purposes of this investigation data on imports were obtained
by analysis of customs entry papers and directly from importers
through questionnaires.

Imports of plastic film raincoats, nearly all from Japan,
rose sharply from 5,200 dozen in 1957 and 26,000 dozen in 1958 to
320,0CO dozen in 1959. Imports in the first 6 months of 1960 were
at the rate of 350,000 dozen a year, but in the next 6 months
they: declined to an annual rate of 255,000 dozen. On the basis
of quantity, the imports comprised 41 percent of the apparent supply
in 1959, and 49 percent of that in 1960 (see table 4). On the

basis of value the ratios were less than one-half as great.



Some of the imports have remained as inventory in the hands
of primary suppliers. The inventory of imported plastic raincoats
held by importers and United States producers together was .77,000
dozen at the end of December 1959, or 24 percent of imports during
the year 1959. It was 74,000 dozen at the end of 1960, or
2l percent of imports during that year.

Unlike the domestic coats, most of which are of plastic film
L to 5% mils in thickness, most of the imported raincoats are of
plastic film not over 3 mils in thickness, and a feﬁ are of film
not more than 2 mils in thicknesé (see table 5). Plastic film
raincoats of somewhat heavier gage (over 4 mils), although re-
majining the lesser part of the total, constituted a much greater
proportion of imports in January-June 1960 than before (table 6).
The increase‘was largely the result of imports which were sold
for distribution as premiums in conjunction with the sale of other
merchandise.

The average foreign unit value of imports as shown in table 6
declined from $10.17 a dozen in 1957 to $5.16 in 1959, but increased
to $5./78 in the last 6 months of 1960. These changes reflect
changes in the composition of impofts. Prices for individual items,
as reported by importers, were unchanged in 1958 and 1959, and

were either unchanged or (in some cases) reduced during 1960.
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To the foreign value of the imported raincoats, before
comparison with the price of the domestic, must be added freight,
insurance, duty and other costs of importing, and the importer's
margin, to cover financing, warehousing, and administrative and
selling expense.

The foreign value and costs of importing from Japan, for

a representative item, are as follows:

Per dozen raincoats

Foreign value $4.90
Freight, and other costs «59
Duty (121 percent) .61

Landed cost 6.10

The importers' margin varies. Where the importer does not
warehouse, and merely transmits orders from a handful of large
customers to the manufacturer abroad, the importer's margin may
be as little as 6 percent of the landed cost. Where the importer »
maintains warehouse stocks, on the other hand, and (like a manu-
facturer) has the sales organization necessary to serve as
extensive trade, the importer's margin may be 30 or 4O percent.

In 1959, when plastic raincoats were first imported in large
quantity, most cf the coats were sold by importers at not over
$7.20 a dozen and many were sold at not cver $6 a dozen. In the
first & months of 1960, however, sales of imported plastic rain-
coats priced nct over $7.20 a dozen declined, and those somewhat

higher priced became the greater part of the total (see table 7).
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Few of the plastic raincoats imported are sold for over $14.40
a dozen. Three-fourths of the plastic raincoats produced in the
United States, on the other hand, are sold for over $14.40 a dozen
and about one-half are sold for over $21.60 a dozen. The quantity
of plastic raincoats sold by iméorters and domestic producers

according to value bracket is shown for 1959 in the following tabu-

~lation.
Domestic
producers Importers
Dozens Dozens
Price per dozen-—-
Not over $7.20-———————- 25,000 158,000
Over $7.20, not over
$14.40 88,000 85,000
Over $14.40, not over
$21.60 108,000 5,000
Over $21.60, not over
$28.80 -- 107,000 ;/
Over $28.80-————————e—= 87,000 -
Total _ 415,000 248,000

1/ Less than 500 dozen.

The impérted coats, unlike the domestic, are offered in
limited variety and are frequently sold upon order rather than
froﬁ stock. The imported coaté afe sold at lower prices than do-
mestic coats which they resemble. Because of physical differences
as well as differences in the conditions of sale, however, a firm

conclusion as to the precise spread on like items is impracticable.
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"Employment and Wages

Data on employment and wages since 1955 (table 8) were
furnished by 8 concerns accounting for 86 percent of the pro-
duction of plastic raincoats in 1959. Average annual employ-
ment by these concerns was 2,000 to 2,100 persons with little
variation from 1956 through 1959, 1In the first 6 months of
1960, the employment was 1,671 persons. The reduction attended
a reduction in the output of plastic raincoats which occurred
both in this period, and in 1960 as a whole.

Based on the man-hours of production workers, the employ-
ment which might be attributed éeparately to plastic film rain-
coats was some 750 persons in.1956 and 850 in 1957. It became
neafly 1,100 persons in 1958 and 1959, but declined to less
than 850 the first 6 months of 1960.

Average hourly earnings of workers (nearly all female) on
plastic raincoats are about the same as on all products in the
plants covered. They have ranged from $1.37 to $1.41 an hour
and have not changed significantly since 1956.

Sales Outlets.

A substantial part of the sales by importers is to domestic
producers of plastic film raincoats. Nearly all the remainder
is to chain stores, and to wholesalers, distributors, and
dealers. Almost two-thirds of the sales by domestic producers
on the other hand are to department stores and "other" (independent)
retailers. Sales to chain stores account for slightly less

than 25 percent, and to wholesalers, distributors, and dealers

for less than 15 percent of the total for producers.' (Table 9.)
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Prices

As shown by quotations for leading sales models (table 10),
most producers made no change in their prices for plastic rain-
coats from March 1956 through December 1960. Over the same period,
however, several of the producers reduced their prices by 10 to

33 percent. The reductions began in March 1958, and applied chiefly

to the low- and intermediate-priced models. The reductions made
were sufficient to produce at least some slight reduction in the

producers' average price on all leading models.
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Financial Experience of Domestic Producers

Questionnaires were sent to the 15 concerns that are believed
to account for virtually the entire domestic production of plastic
raincoats. All 15 returned questionnaires that furnished at least
some useful information, but only 6 furnished data that are adecuate
to indicate their profit-and-loss experience on plastic raincoats.
For 4 of the 6 concerns plastic raincoats accounted for a suffici-
ently large part of their total business so that their profit-and-
loss experience on their total operations was indicative of their
profit-and-loss experience on plastic raincoats alone. The other
'two producers were able to show their profit-and-loss experience on
plastic raincoats distinct from their profit-and-loss experience
on their total operations. The six producers accounted for about
70 percent of the total sales of domestically produced plastic rain-
coats in 1959.

The three producers accounting for the bulk of the domestic
production keﬁt their financial records on the basis of fiscal
years which ended, respectively, on June 30, July 31, and August 31.
The remaining three kept their financial records on the basis of
calendar years.

The profit-and-loss data furnished by the domestic producers
are summarized in table 11. The table shows that aggregate net

sales of the six producers increased steadily from $3,660,000 in
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1955-56 to $7,696,000 in 1958-59, and amounted to $7,670,000 in
1959-60. The average net operating profits (before income taxes)
were equal to 2.9 percent of net sales in 1955-56, 4.9 percent in

1956-57, 3.6 percent in 1957-58, 3.8 pefcent in 1958-59, and 6.3
percent in 1959-60.



16

STATEMENT OF THE VIEWS OF COMMISSIONERS TALBOT, OVERTON,
JONES, AND DOWLING

Total sales of plastic raincoats in the United States increased
from 262,000 dozen in 1956 and 517,000 dozen in 1958 to approximately
660,000 dozen a year in 1959 and 1960 (table L). In 1956-58, as in
earlier years, almost the entire sales consisted of raincoats
produced in the United States, but in 1959 and 1960 from 35 to LS
percent consisted of imported raincoats, nearly all from Japan,
However, imports in 1960 declined approximately 5 percent from 1959
(table 6).

The imported raincoats are generally of lighter gage film than
the domestic, and they are generally sold in the lowest price brackets,
and largely to a different trade.

A substantial proportion (approximately 6L percent) of the
imported raincoats, as shown in the tabulation on page 10, are sold
by the importer for not more than $7.20 a dozen (to retail for not
more than $1 eaeh) and nearly all (98 percent) of them are sold for
not more than $1L.L40 a dozen (to retail for not mofe than $2 each).

Even in 1958, before imports were of consequence, less than 10
percent of the domestic raincoats (table 3) were sold for as little
as $7.2C a dozen, and in all years from 1958-60, only some 20 to 30
percent were sold for not more than $1L.L0 a dozen. Approximately

one-half of the number (and a much larger proportion of the value)
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of domestic raincoats in all years have been sold by the domestic
producers for over $21.60 a dozen--a price level well removed from
that of imports (table 3).

The imports in the first 6 months of 1960 (table 6) were at a
slightly higher annual rate and were of somewhat higher average
price and gage of plastic film than in 1959. These changes, however,
resulted from imports resold solely for distribution as premiums, by
filling stations and others, in connection with sales of another
product. This channel of distribution has hardly been reached by the
domestic producers.. Except for the raincoats to be distributed as
premiums, imports in the first 6 months of 1960 were at a lower
annual réte than in 1959 and were of only about the same average
price and gage as in that year.

In the last 6 months of 1960, during the principal season for
sales, the imports of all plastic raincoats declined, and were at an
annual rate 20 percent less than in 1959.

The domestic producers themselves are among the principal
importers and distributors of imported raincoats. The chief domestic
manufacturer testified that to the best of his knowledge no domestic
manufacturer is now producing a raincoat to retail for $1 (Transcript
of Hearing p. 53), and that he discontinued production of a raincoat
to retail for $1 in 1958 (before imports were a factor). In that
year, as stated elsewhere in his testimony (Transcript of Hearing

p. 94) his factory was at "all times behind delivery." Distribution
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by the domestic producers so engaged accounted for nearly one-fourth
of the total imports in 1959 and for nearly one-third of those in
1960.

Excgpt for sales to the domestic producers, nearly all the sales
by importers (as shown for 1959 in table 9) are to chainstores and
to wholesalers, distributors, and dealers. The ultimate distribution
by the wholesalers, distributors, and dealers is through small
retailers on a country-wide basis. Almost two-thirds of the sales by
domestic producers, on the other hand, are to department stores and
direct to "other" (larger) retailers. These are outlets, for the most
part, having little or no interest in a $1 item.

Movement of the imported raincoats into consumption has been slow.
The inventory of imported plastic raincoats held'by importers and U.S.
producers together was 77,000 dozen at the end of December 1959, or
2, percent of imports during the preceding year. At the end of 1960,
notwithstanding a reduction in the imports, the inventory of imported
raincoats was 7&,000 dozen. |

The data oﬁtained from the domestic producers do not disclose any
such changes in production, sales, employment, prices, and profits--
even since the peak sales year of 1958--as to justify a finding of
serious injury or threat of serious injury. Although production and
sales in 1959 were lower than in 1958, nevertheless, they exceeded

production and sales in any earlier year.
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A further reduction during 1960 in the number of plastic film
raincoats produced (table 2) took place very largely because of
inventory reduction, rather than from the decline of sales. Although
the number was reduced, the value of plastic raincoats sold by
producers was nearly as great in 1959 and in 1960 as in 1958, and
was in excess of that in any other year. 1In 1960, a gain in the
value of the domestically produced plastic raincoats sold took place
notwithstanding a decline in the number, as the discontinuance of
production of low-priced lines was accompanied by a substantial gain
in the number of plastic raincoats sold for more than $28.80 a
dozen (table 3).

Expansion of the domestic capacity and output continued at least
through 1958, three years after reduction in the import duty on plastic
film raincoats, and the level of production in 1959 and 1960, although
somewhat reduced, was much greater than in 1956, or in 1955 and
earlier years when a higher rate of duty prevailed.

Employment attributable to the manufacture of plastic raincoats
increased from 750 persons in 1956 and 850 in 1957 to 1,100 persons
in 1958 and 1959, but declined to fewer than 850 in the first 6 months

of 1960. The recent reduction in employment is greater than would
have been occasioned by the reduction in sales, and has resulted in

significant degree from substantial liquidation in 1960 of the

unusually large inventory of plastic raincoats carried over from 1959.
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Domestic producers' prices for plastic raincoats (table 10)
have changed only slightly since March 1956. The principal changes
occurring have been in the lowest price bracket (not over -$7.20 a
dozen) which has accounted for a small and diminishing proportion of
total sales.

Data adequate to indicate tﬁeir profit and loss experience were
furnished by 6 concerns accounting for 70 percent of £he domestic
production. With the exceptioh of 1 very small producer, which
showed a loss in every year, all 6 concerns showed a profit from
their sales of plastic raincoats in every year, from July 1, 1956
to June 30, 1960. For the 6 producers aé a group, both net saleé
and net operating profits increased. Net operating profits for the
6 producers together were 6.3 percent of sales in the year ending
June 30, 1960, when they were greater than in any other period
covered (tab;e 11).

Table 11 includes the traﬁsactions in imports by one of the two
domestic producers who also import. This fact arose from the
difficulty in Ségregating such transactions in one of the two years
during which the producer aiso imported. From careful examination
of the financial statements submitted and of relevant data on the
imports involved, it is evident that table 11 fairly reflects the

- domestic -producers! ‘financial results in the manufacture of plastic

raincoats. 1/ _

1/ Net operating profit from the manufacture of plastic raincoats
obviously does not include charges and credits relating to financing
rather than manufacturing operations, nor does the Commission's
questionnaire provide that such charges and credits be treated as
operating expenses and operating income, respectively.
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The absence of serious injury resulting from imports is not only
indicated by increasing net sales and net operating profits but also
by the ratios of net profité to owner investment or net worth.
Although not shown in table 11 or in the body of the report, the
financial statements submitted t6 the Commission include balance
sheets for the L concerns whose total business consisted predominantly
of plastic raincoats. We have carefully examined these statements.
vThese concerns accounted for 55 percent of the domestic production in
1959. Their combined net worth increased'steadily from $730,000
during the 1956-57 period to $990,000 during the 1959-60 period. In
relation to their combined net worth their combined net operatiﬁg
profit was 22 percent invl956-57, 17 percent in 1957-58, 20 percent
in 1958-59, and 39 percent in 1959-60.

In conclusion, we find that, notwithstanding the increase in
imports and the moderate decline in employment, the above financial
results precludg a finding of serious injury or threat thereof, In
our opinion a considerable part of the imports flow through a dis-
“tribution system not utilized by domestic producers and most of the .
imports are sold in a price range much below the price range of the
bulk of the domestic production. Since domestic producers have not

been seriously injured by such a development, we find no sufficient
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reason exists for a recommendation to the President under the pro-
- visions of section 7 of the Trade Agreements Extension Act of 1951,

as amended. '

Joseph E., Talbot, Chairman

J. Allen Overton, Vice Chairman

J. Weldon Jones, Commissioner

William E. Dowling, Commissioner
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FINDINGS, RECOMMENDATION, AND STATEMENT OF VIEWS OF
COMMISSIONERS SCHREIBER AND SUTTON

We, Commissioners Schreiber and Sutton, find, on the basis of the
investigation, including the hearing, that plastic film raincoats are,
as a result in part of the customs treatment reflecting thezcohcession
granted thereon under the General Agreement on Tariffs and Trade, being
imported into the United States in such increased quantities, both
actual and relative, as to cause serious injury to the domestic industry
producing the like products. We further fihd that in order to remedy
such serious injury it is necessary that there be applied to imports of
such raincoats a duty of 37-1/2 percent ad valorem with an absolute
anmual quota of 1,000,000 units. We éccordingly recommend that the
concession be modified to permit the application of such increased duty
and of the absolute quota specified above.

In connection with our finding that plastic film raincoats are being
imported in such increased quantities as to cause or threaten serious in-
jury to the domesiic industry producing like products, we observe further
that rarely has a situation been brought to the attention of the Commis-
sion which exemplified as spectacularly as doés the predicameﬁt of this
industry how quickly a surging flood of imports can lead to serious
difficulties that require alleviation under the escape clause. High-
lights of information developed in the instant investigation that bear
on these matters and considerations which have led us to our conclusion

are set forth below.
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The sudden and dramatic rise in imporfé

The facts regarding thevavalanche of imports speak for themselves.
Imports of plastic film raincoats, nearly all from Japan, weré'5,200
dozen in 1957 and 26,000 dozen in 1958. Then, in 1959, imports
(320,000 dozen) suddenly increased more than 1,100 percent over the
preceding year. Imports in 1960, when a recession slowed total demand,
were only 5 percent smaller than the 1959 i$ports.

That imports have rapidly become distressingly large.is apparent
when they are compared with domestic production. Whereas imports in
1958 were equivalent to 5 percent of production, in 1959 they were
equivalent to 71 percent of domestic output, and iﬁports in 1960 were
equivalent to 97 percent of domestic production. Manifestly, imports
could not have risen so éuddenly_or attained such large magnitude'with-
out a concomitant major deterioration in the competitive position of
the domestic industry, including all tﬁe debilitating ecbnomié conse-
quences such a development entails for domestic producers.

Domestic production and employment plummet | '

With a large proportion of the U.S; markef for pléstic film rain-
coats preempted by imports, it is hardly surprising that production
and employment should decline at domestic plahts--which they have. 1In
1958, when imports were still moderate, domestie planﬁs turned out
536,000 dézen raincoats. In 1959, with the quick ascent of imports,
vproduction dropped to 153,000 dozen. In 1960 domestic output declined
sharply to 312,000 dozen--or Ll percent below the 1958 output--as

imports continued at a high level.
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The decline in production has been accompanied by a iarge drop in
the total quantity of sales by domestic producers, and these sales de-
creased from 496,000 dozen in 1958 to 351,000 dozen in 1960. On
‘certain categories of domestic sales, furthermore, the impact of imports
has been very harsh. Thus 1960 sales by domestic producers of rain-
coats valued at not over $7.20 pef dozen werernly siightly more than
one-third the quantity of such sales in 1958. Similarly, 1960 sales
 of domestic raincoats valued at from $7.20 to $1L.LO per dozen were
more than L0 percent smaller in quantity than sales in 1958.

With markets and production shrinking, employment at domestic
plants has skidded. Whereas_abouﬁ 1,100 production workers were ém;
ployed in the domestic manufacture of plastic film.raincoats in 1958,
by the first 6 months of 1960 the number of such workers had dwindled
to 850, a decline bf 23 percent. Since the decrease in the number of
workers was also accompanied by a substantial decline in total mah hours -
worked, emplo&ees in the domestic industry have been called upon to bear
part of the burden of increased imports by taking a substantial reductioh
in total wage paYments.

Inventories inérease sharply

The combined unsold inventory of producers and impofters has in-
creased sharply over the 3 years 1958-60. At the end of 1958 this in-
ventory stood at 104,000 dozen coats, increased to 21);,000 ddzen at the
~end of 1959, and then declined moderately during 1960 to 172,000 dozen,?
which still represented an inventofy 65 percent higher than at the end

of 1958. Considered alone, domestic producers' inventories increased
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from an average level of 52,000 dozen for the years 1955-57 to 137,000
dozen at the end of 1959, and were only moderately reduced during 1960
to 96,000 dozen at the end of the year.

Available data on financial experience do not adequately
reflect recent afflictions of the domestic industry

The Commission obtained usable‘data on financial experience from
six concerns that accounted for aboﬁt three-fourths of the total
domestic production of plasﬁic raincoats in 1959. Plastic raincoats
accounted for a sufficiently large part of the total business of four
of these concerns so that their profit-and-loss experience on their
total operations was indicative of their profit-and-loss experience on
plastic raincoats alone. The other two concerns were able to show
their profit-and-loss experience on plastic raincoats distinct from
their financial experience on their total operétions. The information
thus compiled reflects almost entirely financial experience on-plastic
raincoats and for most recent years sales of plastic‘raincoats repre-
sented more than 90 percent of the total net sales shown in the Com-
mission's tabulgtion of profit-and-loss data.

The available profit-and-loss information shows that anﬁual net

operating profit on sales before income taxes ranged from 3.6 percent

to 6.3 percent in the three latest fiscal years, the a#erage for.all
three years being only L.6 percent. Clearly, this is not an industry
© with profit margins at a level where it can withstand a long period of
adversity. Indeed, unless the serious injury caused by imports is
alleviated quickly, it is doubtful whether domestic producers can

remain solvent and continue the manufacture of plastic film raincoats.
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Unfortunately, the available profit-and-loss data have a major
defect from the standpoint of this investigation, namely, they do not
adequately reflect the experience of the domestic industry in the
light of its most recent afflictions. This results from the fact that
the financial information obtaineg by the Commission was necessarily
on.a fiscal year basis, and the latest period for which profit-and-
loss data are available is the fiscal year July 1, 1959-June 30, 1960.
Although figures on financial experience covering the nine months
after July 1, 1960 are not available, other indicators throw light
on significant developments that have taken place in this period.
Domestic production in the last hélf of 1960, for example, declined
to 148,000 dozen coats compared with output of 166,000 dozen in the
first six months. The lower output would, of course, be accompanied
by a further decline in employment. As previously noted, total inven-
tories remained high at the end of 1960 both in relation to production
and sales. Moreover, as we will observe in greater detail later, there
has been a rapid intensification of price competition from imports of»
better quality coats that poses a dangerous threat to the entire struc-
ture of the domestic industry. In view of these realistic indicators
of added major troubles confronting domestic producers, we conclude that
there has been serious deterioration in the overall finahcial position
~of the domestic plastic film raincoat industry since June 30, 1960.

‘Burgeoning imports force domestic producers to reduce prices
despite declining output and rising labor and material costs

'‘Between 1958 and 1960 domestic producers have found it necessary

to significantly reduce prices even to hold their shrinking markets
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against intense price competition from imports. These price decreases
are reflected in significantly lower producers' average wholesale
prices on leading models that account for over 90 percent of sales

by the domestic industry. The following tabulation compares domestic
producers' average wholesale prices for these leading models in

September 1960 with those in effect in March 1958.

Producers' average whole-
sale price per dozen

March 1958 . September 1960

Price range per dozen

$7.20 énd UNder-===mmmmm—c—————————— : $6.85 : ©35.49
Over $7.20 not over $1L.L0~=wm-- r---—: 13.63 i 11.99
Over $1L.LO not over $21.60---=-=mm-m : 19.71 i 19.08
Over $21.60 not over $28.80---ceue--- : 27.15 : ' 27.02
over $28.80 not over $36.00------m-~= : 35.29 ; 3h.39

With the quantity of production L1 percent lower in 1960 than in
1958 when the average net operating profit on sales before income taxes
was only 3.6 percent, and with prices trending downward as indicated
above,l/ it is obvious that the overall earning power of the domestic
industry has been seriously impaired. It is also clear that since wage

rates have risen since 1958, and raw material and other costs have also

T/ The rise in recent years in the average net unit value of domestic
sales reflects’a change in the composition of domestic output under the
pressure of import competition and does not indicate a trend toward higher
prices. As imports have increasingly taken over the bulk of the U.S.
market for coats in the lower value brackets, the remaining portion of
domestic production has been increasingly concentrated in coats that sell
in the higher value brackets, which accordingly has operated to increase
the average net unit value of domestic sales.
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increased, domestic producers are being subjected to a destructive
price-cost squeeze.

Other factors bearing on serious injury

It is also apparent on the basis of recent information that the
tide of imports, unless restrained, promises to rise further and to
engulf those areas of the U.S. market to which domestic producers haye
retreated in order to survive--namely, the market for higher-quality
as well as higher-priced plastic raincoats. This development has, in
fact, been in process for some time.

Originally the bulk of the imports consisted of garmen£s made of
lightweight film (not over 3 mils thick) and selling in the lowest
price bracket ($7.20 per dozen and under). These are the garments
that sell widely in chain stores at about 98 cents each. As early as
1959, however, 20.6 percent of importers' sales consisted of coats
made of plastic film between 3 and i mils thick and 13.L percent of im-
porters' salés were coats made of film between )} and 5 mils thick.
These are heavier weight and higher priced coats than the lightweight
imports, and 1959 sales of coats in these weights represented 83 per-
cent of total sales by domestic producers.

The growing volume of imports that consists of coats made of
plastic film in the heavier weights is confirmed by a rise in the unit
value of imports. In 1959 only somewhat more than a third of importers'
séles consisted of coats valued at more than $7.20 per dozen. In the
first six months of 1960, the latest period for which information is

available, 6l percent of importers' sales consisted of coats valued at
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more than $7.20 per dozen. The evidence is now unmistakable that
having largely won the U.S. market for lightweight coats in the
lowest value bracket, importers are now making a determined effort
to take over the remaining segments of the market where, until now,
domestic producers have managed to survive. OSince the prices of

the imported coats are substantially below those for comparable
coats of domestic manufacture, this further invasion of the domestic
market will be disastrously successful unless the restrictions on
imports we recommend are applied.

The fact that some U.S. concerns have seen fit to imﬁort low-
priced plastic film raincoats that they can no longer produce eco-
nomically at home in competition with imports emphasizes the plighf
of domestic producers. To contend that such action contributes to
deterioration of the domestic industry and forecloses the latter from
relief under the escape clause simpiy reflects failure to discern the
proper relafionship between cause and effect. While some domestic
producers.have,imported plastic raincoats, by far the largest part of
the import trade in these coats has been, and continues to be, in the
hands of concerns outside the domestic plastic film raincoat industry.
These importing conéerns, moreover, compete vigorously for sales with
the domestic producers, particularly in those segments of the U.S.
markel where domestic producers are still active.

Significantly, the domestic producers who have imported the lower-
ﬁriced coats to round out their lines, rather ﬁhan produce them at home

‘at a financial loss in competition with imports, joined with other
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domestic pfoducers in pleading for escape clause relief in proceedihgs
under thg'instant investigation. Tﬁis should reﬁove any:question re-
{garding the position of those domestic producers who are also modest
importers--their primary interest clearly is in their position as
domestic producers;*théir activity as importers is incidental to this

major interest and was made necessary by destructive import competition

from which they wish to be, and should be, relieved.

Walter R. Schreiber, Commissioner

Glenn W. Sutton, Commlssioner
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Decision on Motion to Dismiss

At t?e opening of the hearing in this investigation, counsel for
1mporters' moved that the Commission discontinue the investigation because
of lack of Jurisdiction. The principal ground for this motion is that
plastic-film raincoats are not products "upon which & concession has been
granted under a trade agreement" within the meaning of section 7(a) of
the Trade Agreements Extension Act of 1951, The basis for thie contention
is that (1) notice of intent to negotiate a trade-agreement concession
on plastic-film raincoats has never been given and (2) plastic film rain-
coats are not mentioned in any of the United States schedules of conces-
sions included in a trade agreement. After hearing arguments on the
motion from importers' counsel and from counsel for the domestic produc-
ers, the Commission denied the motion (Transcript, p. 4l).

If a tariff concession had not been granted on plastic raincoats
in the General Agreement on Tariffs and Trade, the Commission concededly
would have no jurisdiction to conduct an investigation with respect to
this product for the purposes of section 7.

~ Plastic-film raincoats are dutiable "by similitude"” to rubber rain-
coats, the latter being classifiable under the provision in paragraph
1537(b) of the Tariff Act of 1930 for "Manufactures of india rubber * * *,
or of which [india rubber] is the component material of chief value, not
specially provided for" (hereinafter referred to, for convenience, as

"india rubber manufactures"). In customs parlance, this means that for

1/ The motion was made in behalf of Miscellaneous Goods Division of
the Japanese Chamber of Commerce of New York and Japan General Merchandise
Exporters Association, Tokyo, Japan, herein referred to as "importers'.
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tariff purposes plastic-film raincoats are assimilated with the article

enumerated in the dutiable list of/the tariff act which they most resemble
1
in use, namely, rubber raincoats. The rule of classification by "simili-

tude” is of early origin (1842) and is stated in paragraph 1559(a) of

the current tariff act, as follows:

Each and every imported article, not enumerated
in this Act, which is similar in the use to which
it may be applied to any article enumerated in this
Act as chargeable with duty, shall be subject to the
same rate of duty as the enumerated article which it
most resembles in the particular before mentioned;
and if any nonenumerated article equally resembles
in that particular two or more enumerated articles -
upon which different rates of duty are chargeable,
it shall be subject to the rate of duty applicable
to that one of such two or more articles which it

most resembles in respect of the material of which
it is composed.

The concession on rubber raincoats which are dutiable under the
provision in paragraph 1537(b) of the Tariff Act of 193C for india rubber
manufactures was included in item 1537(b) in Part I of Schedule XX annexed
to the Protocol of Terms of Accessibn of Japan to the General Agreement
on Tariffs and Trade (6 UST 5893), hereinafter referred to as "the
Protocol", which item 1537(b) reads, in pertinent part, as follows:

Tariff Act

of 1930,
paragraph Description of Products Rate of Duty
1537(b) Manufactures of india rubber or gutta-

percha, or of which these substances
or either of them is the component
material of chief value, not special-
1y provided for * * ¥ :

* * *

Other =e=cecemmmcccccc;cccccccmeom——n- 12-1/2% ad val.

1/ Importers do not agree with this manner of stating the "similitude”
principle, but its correctness will soon become evident.
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Under the authority granted fo the President by section 350 of the
Tariff Act of 1930 to "proclaim such modifications of existing duties
* % % gg are required‘or appropria£e to carry out any foreign trade
agreement that the President has entered into" under section 350, the
President, by Proclamation No. 3105 of July 22, 1955 (3 CFR, 1955 Supp.,
p. 36) proclaimed (Part I, par. (a)), "such modifications of existing
duties * ¥ * ag are specified or provided for ¥ ¥ ¥ in Schedule XX con-
tained in Annex A" to the Protocol, which modifications he found (twelfth
recital) to '"be required or appropriaste” to carry out the trade agreement
(Protocol).

At the end of Schedule XX annexed to the Protocol (6 UST 5898)

there appears the following note:

1. The provisions of this supplemental sched-
ule are subject to the pertinent notes appearing at
the end of Schedule XX (original), as authenticated
at Geneva on Octover 30, 1947.

General Note 1 of "Schedule XX (original), as authenticated at
Geneva on October 30, 1947" (61 Stat. (Pt. 5) Al1361) reads as follows:

The provisions of this Schedule shall be
construed and given the same effect, and the
application of collateral provisions of the
customs laws of the United States to the provi-
sions of this schedule shall be determined,
insofar as may be practicable, as if each
provision of this Schedule appeared respective-
ly in the statutory provision noted in the column
at the left of the respective description of
articles,

The U, S. Court of Customs and Patent Appeals has construed this
General Note 1 to mean that the provisions of a United States schedule

of concessions in a trade agreement are to be given the same meaning
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as is given to the corresponding provisions of the statutory provisions
noted in the column at the left of the respective description of article.

(Morganite, Inc. v. United States, 42 C.C,P.A. (Customs) 20