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REPORT TO THE PRESIDENT

U.S. International Trade Commission,
January 17, 1975.
To the President:

In accordance with section 301 of the Trade Expansion Act of 1962
(TEA) (19 U.S.C. 1901), the U.S. International Trade Commission herein
reports the results of an investigation made under section 301(c)(2) of
that act in response to a workers' petition for determination of el-
igibility to apply for adjustment assistance.

On November 18, 1974, a petition was received on behalf of the
former workers of Baxter Woolen Co., Inc., and Strafford‘Processing
Corp., both of East Rochester, N.H., for a determination of their
eligibility to apply for adjustment assistance. On November 27, 1974,
the Commission instituted an investigation (TEA-W-254) to determine
whether, as a result in major part of concessions granted under trade
agreements, articles like or directly competitive with woven fabrics,
including laminated fabrics, of wool (of the types provided for in
items 336.60, 355.70, 1/ and 359.30 of the Tariff Schedules of the
United States (TSUS)), produced by said firm 2/ are being imported into

the United States in such increased quantities as to cause, or threaten

1/ Pursuant to its authority under sec. 403(a), the Commission, on
Dec. 27, 1974, amended the scope of its investigation to include TSUS
item 355.70, which was not originally covered by the‘'notice of the
investigation. '

2/ Also pursuant to sec. 403(a) of the TEA, for the purposes of this
investigation, the Commission decided to treat the highly integrated
operations of Baxter Woolen Co., Inc., and Strafford Processing Corp.
as those of a single firm.



(3]

to cause, the unemployment or underemployment of a significant number
or proportion of the workers of such firm or an appropriate subdivision
thereof.

Notice of the receipt of the petition and the institution of the

investigation was published in the Federal Register on December 4, 1974

(39 F.R. 42038). No public hearing was requested, and none was held.
The information in this report was obtained principally from

the president of Baxter Woolen Co., Inc., and Strafford Processing

Corp., from customers, from the selling agent, from other Government

agencies, and from the Commission's files.
Finding of the Commission

On the basis of its investigation, the Commission finds that
articles like or directly competitive with woven fabrics, including
laminated fabrics, of wool (of the types provided for in items 336.60,
355.70 and 359.30 of the Tariff Schedules of the United States)
produced by the Baxter Woolen Co., Inc., and Strafford Processing Corp.,
East Rochester, N.H., are not, as a result in major part of concessions
granted under trade agreements, being imported into the United States
in such increased quantities as to cause, or threaten to cause, unemploy-
ment or underemployment of a significant number or proportion of the

workers of such firm or an appropriate subdivision thereof.



Views of Chairman Bedell, Vice Chairman Parker,
and Commissioners Moore and Ablondi

This investigation relates to a petition for a determination of
eligibility for adjustment assistance filed with the U.S. Tariff
Commission (now the U.S.vInternational Trade Commission) by the former
workers of the Baxter Woolen Co., Inc., and Strafford Processing Corp.,
both of East Rochester, N.H. These two companies are treated as a
single firm by the Commission for the purposes of this investigation

and are referred to hereinafter as Baxter.

Baxter's production was essentially a vertical operation from
fiber to bonded fabric. Virtuyally all of the yarn used was spun in the
Baxter mill. The principal item of production was woven fabric, chiefly
of wool by weight, over 16 ounces per linear yard. Baxter produced mainly
two categories of woven fabrics: (1) a wool/nylon blend, bonded to sheet
plastic foam and/or to a knit acetate backing, and (2) unbonded wool/nylon
blends. The former accounted for 80 percent of Baxter's production. Baxter

ceased operations in September 1974, and its workers became unemployed.

The Trade Expansion Act of 1962 requires that increased imports,
resulting in major part from trade-agreement concessions, of articles
like or directly competitive with those produced by the firm employing
the petitioning workers musf be the major factor causing, or threatening
to cause, the unemploymeﬁt or underemployment. On the basis of the
available evidence, we have concluded that concession-generéted increased
imports were not the major factor causing the unemployment of the petition-

ing workers.



Information developed in the course of the investigation revealed
that operational difficulties and deteriorating quality were the important
factors that led to the closing of Baxter and the consequent unemployment
of its workers. |

| The operational difficulties experienced by Baxter between 1971 and
1974 resulted from undercapitalization, lack of adequate credit, exces- .
sively high overhead, and increased fuel costs. The excessively high
overhead resulted from payments due on back taxes and outstanding loans,
and high interest rates on such loans.

In none of the years during the period 1971-74 was Baxter able to
realize a profit on its operations, despite an increase in sales in 1973.
Its sales began to decline sigAificantly in early 1974 and its two mills
closed in September 1974.

Because of the quality of the fabric produced by Baxter, U.S. apparei
manufacturers considered the firm a secondary sﬁpplier in the U.S. market.
Particularly in 1974, the manufacturers using Baxter as a secon&ary source
experienced increasingly serious problems with the quality of Baxter's
fabricé. As a result, these customers of Baxter's switched to other U.S.
manufacturers; however, none could be discovered who switched to sources
supplying imported fabrics.

In addition to the foregoing, the investigation revealed that the
sharp increase in the popularity of knit, including double-knit, fabrics
of manmade fibers caused a drastic decline in U.S. demand fof heavy woolen
fabrics, including the woven woolens produced by Baxter.

For the reasons stated above we have made a negative determination in

the instant case.



Views of Commissioner Leonard

This investigation relates to a petition for adjustment assistance
filed with the International Trade Commission (formerly the Tariff
Commission) by the former workers of the Baxter Woolen Co., Inc., and
Strafford Processing Corp., East Rochester, N.H. The companies, which
were treated as a single firm for purposes of this investigation and
which will hereinafter be referred to as Baxter, closed in September
1974; their operations had been unprofitable since 1971.

Baxter produced fabrics of yarns spun on the woolen system; the
fabrics were of wool and of b&ends of wool and manmade fibers. Most
of the fabrics were bonded either to knit acetate fabrics or to sheet
plastic foam backed with knit acetate fabrics, and were then sold by
Baxter's New York-based selling agent, 1In recent years, nearly all
of these fabrics were sold to producers of women's fall and winter

coats.

The criteria

Secticn 301 (c)(2) of the Trade Expansion Act of 1962 established
four criteria that must be met if an affirmative determination is to
be reached. The determination must be negative if any one of the four
criteria is not met. The four criteria are as follows:

(1) Articles like or directly competitive with an article

produced by the petitioning workers must be imported

in increased quantities;

(2) The increased imports must be in major part the result
of concessions granted under trade agreements;



(3) The petitioning workers must be unemployed or under-
employed, or threatened with unemployment or under-
employment; and

(4) The increased imports resulting in major part from trade-

agreement concessions must be the major factor causing
or threatening to cause the unemployment or underemployment.

Imports not the major factor

In the instant case, without necessarily concluding on any of the
other criteria, I find that the fourth criterion listed above has not
been met, and therefore I have made a negative determination.

The difficulties faced by Baxter, and thus by Baxter's workers, can
be correlated more closely wiph domestic market competition and operating
and quality problems than with any import'competition. fhe investiga-
tion revealed that the three most important factors contributing to thé_
closing of the Baxter plant and consequently to the unemployment of Baxter
workers were (1) the tremendous increase in popularity of double-knit
fabrics,'resulting in a very sharp decline during 1971 in the popularity
of, and the market demand for, bonded and laminated fabrics of the types
produced by Baxter; (2) increased operational difficulties, resulti;g

from a loss of credit; and (3) maintenance of product quality.

Rise of double-knits

In the early and middle 1960's, bonded and laminated fabrics were
made mostly with woven wool or wool-blend face fabrics, but thereafter
they were made chiefly with woven face fabrics of manmade fibers (mainly
acrylic) and single-knit face fabrics of manmade fibers. Baxter did not

follow these trends, but through 1970 still enjoyed success with its



established product lines of wool. Rapid increases in demand for
laminated fabrics in general had benefited domestic producers, as there
was no great impact from imports of these fabrics. The consumption of
bonded and laminated faBrics reached a peak in 1970 of close to 450
million linear yards. However, such fabrics began to lose popularity,
and consumption sharply declined to 175 million linear yards in 1971
and to about 60 million linear yards in 1974. U.S. consumption of
woven wool fabrics similar to those produced by Baxter, some of which
were used as face fabrics in bonded and laminated fabrics, dropped
precipitously, from 56 million linear yards in 1969 to 31 million linear
yards in 1973. This signific;nt reduction in market demand adversely
affected both domestic production and imports.

U.S. consumption of knit fabrics, including double-knit fabrics,
increased 37 percent between 1969 and 1971. These fabrics were substi-
tuted to a great extent in the production of the appafel items in which
Baxter fabrics were being used and were, thus, in direct competition
for ﬁse in women's, misses', juniors'; girls', and children's jackéis,
skirts, suits, and slacks. Double-knit fabrics, which offered the
dimensional stability obtained in woven fabrics of wool, were priced
on the average somewhat lower than, and replaced part of the demand for,
the woven fabrics. Baxter did not have the facilities to produce the
more popular double-knit fabrics, and its sales were curtailed substan-

tially in 1971 as a result of the sudden drop in demand for bonded fabrics.



Loss of credit

The Small Business Administration (SBA) has been assisting Baxter
since 1964. Tﬁe SBA extended a second operating loan to Baxter in
July 1971. However, a major financial loss was already developing and
in late 1971 Baxter underwent bankruptcy proceedings. Sales increased
slightly in 1972 and actually recovered abruptly in 1973, but then
declined again in 1974. However, Baxter's operations remained unprofit-
able each year during 1972-74. Initially, bankruptcy proceedings resulted
in a degree of financial stability, but the resultant loss of credit
standing with the trade destroyed any competitive advantage held by
Baxter. Without credit, the ‘company was forced to pay in advance for

its raw materials while other U.S. producers were able to take advantage

of deferred payments.

Quality of products

The investigation also revealed that the quality of Baxter's pro-
ducts was below that of other domestic producers and had declined
subs£antia11y in 1974. U.S. apparel manufacturers considered Baxter as
a secondary supplier and when these customers experienced difficulties

with the quality of Baxter's products, they switched to other U.S. producers

Conclusion

Thus, it was the above enumerated circumstances that caused woe unto
Baxter and its workers. Therefore, any increased imports resulting in
major part from trade-agreement concessions are not the major factor in

causing the unemployment or underemployment of the petitioning workers.



View of Commissioner Minchew

In response to the petition filed on behalf of the former workers
of the Baxter Woolen Co., Inc., and the Strafford Processing Corp.,
both in East Rochester, N.H., which ceased operations in September
1974, for a determination of their eligibility to apply for adjustment
assistance under section 301(c) (2) of the Trade Expansion Act of 1962
(TEA), I have concluded that the statutory requirements set forth in
section 301(c) of that act are not met and, accordingly, I have made a
negative determination.

The TEA sections 301(c)(2) and (3) state that--

(2) In the case of a petition by a group of
workers for a determination of eligibility to apply
for adjustment assistance under chapter 3, the
Tariff Commission shall promptly make an investiga-
tion to determine whether, as a result in major
part of concessions granted under trade agreements,
an article like or directly competitive with an arti-
cle produced by such workers' firm, or an appropriate
subdivision thereof, is being imported into the United
States in such increased quantities as to cause, or
threaten to cause, unemployment or underemployment of
a significant number or proportion of the workers of
such firm or subdivision.

(3) For purposes of paragraph . . . (2),
increased imports shall be considered to cause, or
threaten to cause, serious injury to a firm or unem-
ployment or underemployment, as the case may be, when
the Tariff Commission finds that such increased imports
have been the major factor in causing, or threatening to
cause, such injury or unemployment or underemployment.

I have concluded that factors other than increased imports of arti-
cles like or directly competitive with woven fabrics, including laminated
fabrics, of wool have been the major factor in causing the unemployment or

underemployment of the petitioning workers.






INFORMATION OBTAINED IN THE INVESTIGATION
Articles Under Investigation

The workers of the Baxter Woolen Co., Inc., and the Strafford
Processing Corp. are the petitioners in the instant investigation.
The Baxter Woolen Co. produced woven fabrics of yarns spun on the
woolen system, of wool and of blends of wool and manmade fibers;
20 percent of its output was sold without further processing. The
Strafford Processing Corp. converted about 80 percent of the woolen
goods produced by Baxter intg laminated fabrics formed as 2- and 3-
layer structures. The woolen goods, which comprised the face (outside)
of the laminated fabrics, were bonded either to knit acetate fabrics
or to sheet plastic foam backed with knit écetate fabrics. The Baxter
company reimbursed Strafford on the basis of‘actual costs incurred in
the laminating processes and for certain additional services, including
sponging and inspection of woolen fabrics. All fabrics were returned
to Baxter (which retained title to the goods) for sale. Mr. Chariés E.
Baxter, Sr., owned both companies and operated them at the same location
in East Rochester, N.H. The two companies, which were closed down in
September 1974, will hereinafter be referred to as Baxter.

Baxter spun a minimum of 95 percent of all yarné consumed in the
weaving of its fabrics.” The most important yarns produced contained,

by weight, 70 to 80 percent of wool and 20 to 30 percent of nylon. The
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yarns obtained from other spinners were mostly of novelty or fancy
construction and imparted special aesthetic qualities to the fiuished
fabrics. Baxter utilized a blend of relatively coarse virgin wools in
its spinning operation. No reused or reprocessed wool was used.
Relatively small quantities of camel hair and mohair were also used
over the years. Nylon was the predominant type of manmade fiber con-
sumed, although certain of the acrylic and polyester fibers were also
used.

Baxter's principal product lines consisted of laminated fabrics
and woven woolen fabrics manufactured to a finished width of 58 inches.
Heavy fabrics, 16 ounces and.over per linear yard, accounted fqr approx-
imately 95 percent of total production. §They were designed principally
for use in women's coats, although a fewimay have been used in women's
suits, jackets, and other items. About S pefcent of total production
consisted of lighter weight fabrics, mosfly 10 to 13 ounces per linear
yard, for women's sportswear.

'In the 1960's a principal use for all types of laminated fabrics
(including wool) was in a wide variety of women's and girls"coats, suits,
skirts, slacks, and jackets. 1In the last few years, however, there has
been an increased use of manmade-fiber knit fabrics in lighter weight
garments. Coats now represent the primary outlet for the laminated
fabrics of wool. The bonding (laminating) process results in a fabric
that provides warmth with less weight than nonbonded fabrics. Bonding
also affords dimensional stability and permits the use of lower quality,

cheaper face fabrics.
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U.S. Tariff Treatment

Woven wool fabrics

The rate of duty on wool fabrics valued over $2 per pound, which
include the types similar to those produced by Baxter, was reduced
from 50 cents per pound plus 60 percent ad valorem, the rate in the
Tariff Act of 1930, to 50 cents per pound plus 35 percent ad valorem
in the trade agreement with the United Kingdom, effective January 1,
1939 (table 1). The next reduction, to 37.5 cents per pound plus 25
percent ad valorem, was provided for in the General Agreement on
Tariffs and Trade (GATT), effective January 1, 1948. Pursuant to a
provision in thé 1948 concessions, tariff quotas on sucﬁ fabrics, as
well as on other woven wool fabrics, were set beginning October 1,
1956, and in each calendar year 1957-60. For'most imports in excess
of those quotas, the ad valorem component of the compound rate was
45 percent.

.The concession on woven wool fabrics was renegotiated in 1960.
As a result, effective January 1, 1961 (Presidential Proclamation
3387), the quota system was replaced by new rates of duty which, for
the most part, were substantially higher than those that had been in
effect previously. The 1961 rate on wool fabrics valued over $2 per
pound became 37.5 cents per pound plus 38 percent ad'valorem and has
remained unchanged. Based on imports in 1973, this rate is equiva-
lent to 48.9 percent ad valorem, compared with 74.5 percent ad valo-

rem for the rate in effect in 1930.
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Section 2 of Public Law 90-638, which became effective
December 24, 1968, amended schedule 3 of the TSUS by adding to the
headnotes for that schedule a new headnote 7, which had the effect
of enlarging the provisions in parts 3 and 4 of schedule 3 for fab-
rics in chief value of wool (including the fabrics herein considered)
so as to make each of these provisions (other than for fabrics
vaiued over $2 per poundvprovided for in item 337.50) also apply to
fabrics in chief weight of wool. In effect, the law raised the-rates

of duty on fabrics in chief weight of wool but not in chief value of

wool.

Woven manmade-fiber fabrics

Trade-agreement concessions on certain woven fabrics of man-
made fibers (including blends), which include types that may be
directly competitive with fabrics produced by‘Baxter, were granted
in 1936, 1948, 1951, and 1968-72. Table 2 shows the rate history of
these fabrics, the quantity and value of imports under the various
dutyArates, and the ad valorem equivalent of the rates, based on
imports in 1973. The ad valorem equivalent of the compound rates
of duty declined from 77.0 percent in 1930 to 26.0 percent in 1972,
or by 66 percent.

Fabrics bonded to (or laminated with)
sheet rubber or plastics

Wool.--Woven fabrics of wool of the types produced by Baxter,
if laminated with sheet rubber or plastics, are dutiable, along with
numerous other articles, under TSUS item 355.70. These wool fabrics

were dutiable under the Tariff Act of 1930 as manufactures, wholly



A-5

or in chief value of wool, not specially provided for, at 50 percent
ad valorem (table 3). This rate was.reduced to 40 percent ad valorem
in the GATT, effective January 1, 1948, and was further reduced to 32
percent ad valorem in the GATT in two stages, the final stage becoming
effective January 1, 1962. Such fabrics became dutiable in the TSUS
(item 355.70), effective August 31, 1963, as "woven or knit fabrics
(except pile or tufted fabrics), . . . coated or filled with rubber
or plastics material, or laminated with sheet rubber or plastics."
The 32-percent ad valorem rate remained in effect until December 24,
1968, when a compound rate was effected, with the addition of a
specific rate of 37.5 cents per pound. This change was made pursuant
to certain provisions of Public Law 90-638 and is still in effect.
The ad valorem equivalent of the compound rate, based on imports in
1973, is 41.6 percent; the ad valorem rate in 1930 was 50 percent.

Manmade fibers.--Manufactures of rayon or other synthetic textiles,

not specially provided for, were dutiable under the Tariff Act of 1930
at the rate of 45 cents per pound plus 65 percent ad valorem (table 4).
This rate was reduced in the GATT to 27.5 cents per pound plus 35 per-
cent ad valorem, effective January 1, 1948, and to 25 cents per pound
plus 35 percent ad valorem, effective June 6, 1951. The rate was
again reduced in the GATT to 25 cents per pound plus 30 percent ad

valorem in three stages, the final stage becoming effective in June

1958.
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The classification "Woven or knit fabrics (except pile or tufted
fabrics), . . . coated or filled with rubber or plastics material,
or laminated with sheet rubber or plastics, of man-made fibers' was
established in the TSUS under item 355.80, at the rate of duty of 25
cents per pound plus 30 percent ad valorem. Item 355.80 was replaced
by two TSUS items, 355.81 and 355.82, effective December 7, 1965. 1/
Item 355.81 applied to such fabrics over 70 percent by weight of
rubber or plastics at a rate of duty of 12.5 percent. None of
the Baxter fabrics were of the type imported under this provision.

The rate on item 355.82, which includes fabrics that may be
directly competitive with fhe wool fabrics pfoduced by Baxter, was
25 cents per pound plus 30 percent ad valorem. It remained unchanged
until the Kennedy Round, when it was further reduced, in five annual
stages, to 12.5 cents per pound plus 15 percent ad valorem, effective
January 1, 1972. The ad valorem equivalent of this rate was 23.2 per-
cent, representing a reduction of 75 percent from the ad valorem equiv-

alent of the rate in 1930 of 94.6 percent (based on imports in 1973).

Bonded (laminated) fabrics

Woven fabrics of wool of the types produced by Baxter, if bonded
to (or laminated with) a backing fabric, are dutiable, along with many
other articles, under TSUS item 359.30. Any fabrics of manmade fibers
which may be directly competitive with the wool fabrics produced by
Baxter are dutiable under item 359.50. The fabric used for the backing

is usually knit of acetate yarns.

1/ Technical Amendments Act of 1965 (Public Law 89-241).
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Wool.--The rate of duty on the fabrics of wool described in the
preceding paragraph underwent the same changes as did that for the
wool fabrics bonded with sheet rubber or plastics discussed above.
The average ad valorem equivalent of the present compound rate of
37.5 cents per pound plus 32 percent ad valorem, based on imports in
1973, is 36.9 percent (table 5). The 1930 rate was 50 percent ad
valorem.

Manmade fibers.--Through December 31, 1967, the changes in the

rate of duty on fabric-to-fabric laminates of manmade fibers were

the same as those applicable to the manmade-fiber fabrics laminated
with sheet rubber or plastics discussed above. The rate on the fab-
ric-to-fabric laminates, however, was not affected by the Kennedy
Round negotiations. Based on imports in 1973, the ad valorem equiv-
alent of the present rate of duty (25 cents‘per pound plus 30 percent
ad valorem) is 40.7 percent, representing a reduction of 52 percent

from the 1930 ad valorem equivalent of 84.2 percent (table 6).

Knit wool fabrics

The rate of duty on knit fabrics of wool, TSUS item 345.30, was
50 cents per pound and 50 percent ad valorem in the Tariff Act of
1930 (table 7). It was reduced to 50 cents per pound and 40 percent
ad valorem in the trade agreement with France, effective in June 1936,
and was further reduced to 37.5 cents per pourd and 20 percent ad

valorem in the GATT, effective January 1, 1948. No change has been
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made in the rate since that date. The ad valorenm equivalent of ihe
1930 rate, based on imports in 1973, is 69.4 percent, and the ad
valorem equivalent of the present rate is 34.6 percent, representing

a reduction of 50 percent.

Knit manmade-fiber fabrics

The rate of duty on knit fabrics of manmade fibers was reduced
from 45 cents per pound plus 60 percent ad valorem to 25 cents per
pound plus 20 percent ad valorem in four GATT negotiations (table 8).
There has been no reduction in the rate of duty on such fabrics since
1963. The ad valorem equivalent of the 1930 rate (based on imports in
1973) is 76.1 percent and the ad valorem equivalent of the present
rate is 29.0 percent (62 percent less than the 1930 ad valorem equiv:

alent).

Women's, girls', and infants' apparel

Rates of duty on women's, girls', and infants' wearing apparel
of the types herein considered--coats, jackets, and suits, of woolen-
type 1/ fabrics of wool, manmade fibers, or blends of these fibers,
or of face fabrics bonded to or laminated with foam and knit acetate
backing, or knit acetate backing alone--vary, depending on several
characteristics. These determining characteristics are as follows:

(1) Whether or not the garment contains ornamentation, lace, or net,

1/ Wooien-type fabrics are those made of yarns produced on the v
woolen system of yarn-preparation equipment. The fabrics may be of
wool or other fibers. Yarn Produced on the woolen system has coarse,
bulky, fuzzy, uneven fibers, is soft and slubby, and is weaker than
worsted yarns. The yarn preparation includes carding but not comb-
ing.
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(2) whether it is knit or not knit, (3) the fiber in chief value,

and (4) if in chief value of wool, the value per pound of the garment.
Garments herein considered made of bonded or laminated fabrics are
not classified separately in the TSUSA, 1/ but are classified accord-
ing to the fiber in chief value.

The rates of duty on women's, girls', and infants' coats, jackets,
and suits herein considered, of wool or of manmade fibers and contain-
ing ornamentation, including lace or net, g/ were reduced from 90
percent ad valorem in 1930 to 60 percent ad valorem in 1948, to 45
percent ad valorem in 1951, and to 42.5 percent ad valorem in 1958,
when the last reduction was‘made. The rate of duty has thus been
reduced about 53 percent since 1930 (tables 9 and 10).

The changes since 1930 in the rates of duty on women's, girls',
and infants' apparel herein considered, not.ornamented, are shown in
table 11; the imports in 1930 and the years since for which data are
available and the ad valorem equivalents of the compound rates are
shown in tables 9 and 10. No concessions were granted on these
articles in the Kennedy Round. These rates of duty have been reduced

since 1930 as shown in the following table.

1/ True for both the official 5-digit TSUS number and the statis-
tical 7-digit TSUSA number.

2/ Most of the apparel herein considered contains no ornamentation,
lace, or net.
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Women's, girls', and infants' coats, jackets, and suits, not orna-
mented: Ad valorem equivalents of the rates of duty in 1930 and
1973 and the percentage points by which they have been reduced,
based on imports in 1973

© Ad valorem equiv- °

Not knit, of manmade fibers----- : 74 .

. alent of rates : Dﬁcieiism
Item ) of duty in 1930 to
1930 ' 1973 G 1973
e : : Percentage
Women's, girls', and infants' : Percent : Percent : points
apparel: : : i
Knit, of wool: : : :
Valued not over $5 per pound--: 63.2 : 39.9 : -23.3
Valued over $5 per pound------ : 55.1 : 23.8 : ~31.3
Not knit, of wool: : : :
Valued not over $4 per pound--: 57.9 : 30.7 : -27.2
Valued over $4 per pound------ : 54.1 : 24.1 -30.0
Knit, of manmade fibers--------- : 72.9 : 37.0 : -35.9
4 32.7 -41.7

U.S. Consumption

Woven wool fabrics

U.S. consumption of woolen apparel fabrics,~including the heavy
women's-wear fabrics produced by Baxter, dropped from 153 million
linear yards in 1969 to 120 million linear yards in 1970 and then to
79 million linear yards in 1973 (table 12). A decline is indicated
for 1974, with consumption 22 percent less in January-September of
that year than in the corresponding period a year earlier.

U.S. consumption of heavy woolen fabrics, those weighing 16 ounces
or more per linear yard, which accounted for 95 percent of Baxter's

production, also has declined (table 13). Consumption of such fabrics
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totaled about 56 million linear yards in 1969, 51 million in 1970,
about 41 million annually in 1971-72, and 31 million in 1973. 1In
January-September 1974, consumption was 24 million linear yards, about
the same as in the corresponding period of 1973.

Competition from fabrics of manmade fibers has reduced demand for
woven woolen fabrics in chief weight of wool. Industry sources point
out, however, that most of the manmade-fiber fabrics, including vinyl
products, are designed for use in lightweight products and in lower

quality, cheaper goods.

Woven manmade-fiber fabrics,

Domestic consumption of woven fabrics of manmade fibers decreased
from 7.1 billion square yards in 1969 to 6.8 billion square yards
annually during 1970 and 1971, then increased to 7.7 billion square
yards in 1972 and 8.4 billion square yards in 1973. Consumption in
1973 was the largest to date (table 14).

~ Table 15 provides separate data on U.S. consumption of woven fab-
rics of spun acrylic yarns. Acrylic fibers, compared with polyester
and nylon, more closely resemble wool in bulk, resilience, and other
properties and may have affected the demand for heavy woolens to some
degree. Consumption of woven acrylic fabrics of spun yarns, however,
has been irregular since 1969. A sharp decline in i970 was followed .
by a recovery during 1971 and 1972 and then by substantial decreases

in 1973 and January-June 1974.
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Bonded (laminated) fabrics

Data on U.S. consumption of woven bonded fabrics of the types sold
by Baxter are not available. Data on U.S. consumption of all bonded
fabrics, as provided by an industry association, essentially reflect
domestic production. Imports and exports have been relatively small.
The statistics include both woven and knit fabrics and represent a com-
bined total of all fibers. Most consumption in recent years is believed
to have been of knit fabrics in chief weight of manmade fibers. The
consumption of all bonded fabrics is estimated to have trended upward
from 100 million linear yards in 1964 to a record 450 million linear
yards in 1970. However, coﬂsumption in 1971 was off sharply to 175
million linear yards. About 100 million linear yards was used dufing
1972, some 75‘million linear yards in 1973, and an estimated 60 million
linear yards in 1974. New designs and styleé together with lower cos£s
had encouraged market development of these fabrics in the 1960's. var-
ious items of apparel, including coats, suits, jackets, skirts, slacks,
and shorts, accounted for most of the expansion. However, by 1971,
critical quality-control problems were developing, and there were expand-
ing supplies of competitive polyester double-knit fabrics. =* * *, Cer-
tain other uses, including linings for shoes and pocketbooks, are now
accounting for most of the consumption, although coats have continued

to be a major market for laminated fabrics.
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Knit fabrics

U.S. consumption of knit fabrics has increased each year since
1969, with improved consumer acceptance of such fabrics in a wide
variety of end products. Consumption of all types of knit fabrics
totaled 1,363 million pounds in 1973, up 93 percent from that in 1969

(table 16).

Women's, girls', and infants' apparel

U.S. consumption of women's, girls', and infants' coats, jackets,
and suits constructed of wool fabrics and of manmade-fiber fabrics,
woven and knit, declined from 5.3 million dozen in 1969 to 4.3 million
dozen in 1970 (table 17). Consumption increased to 5.3 million dozen
in 1972, but then declined to 5.0 million dozen in 1973. Consumption
of coats, jackets, and suits of wool declined 46 percent from 1969
to 1973. Consumption of such items of manmade-fiber fabrics was

lower in 1970 than in 1969, but was higher (by 22 percent) in 1973.

U.S. Production

Woven wool fabrics

Total domestic production of woven woolen apparel fabrics dropped
from 148 million linear yards in 1969 to only 76 million linear yards

in 1971 (table 12). Output continued at about this level over the next
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2 years. Production in January-September 1974, however, was 21 percent
less than in the corresponding period of 1973. Production of woir.n's-
and children's-wear fabrics, including types similar to those produced
by Baxter, decreased from 118 million linear yards in 1969 to 56 mil-
lion linear yards in 1973, or by 53 percent. Output of men's- and boys'-
wear fabrics also has been substantially reduced since 1969.

Production of women's and children's woolen fabrics weighing 16
ounces and over per linear yard, the types most nearly comparable with
those made by Baxter, declined from 45 million linear yards in 1969 to
25 million linear yards in 1973 (table 13). Production in January-
September 1974, however, was oniy slightly less than in the 1like period

of 1973.

Woven manmade-fiber fabrics

U.S. production of all types of broadwéven fabriés of manmade
fibers decreased from 7.0 billion square yards in 1969 to 6.7 billion
square yards annually in 1970 and 1971, but resumed its longtime upward
treﬁd in the years 1972-73 (table 14). 1In 1973 it reached a record 8.5
billion square yards. Production of fabrics of spun acrylic yarns,
some of which may compete directly with the fabrics produced by Baxter,
is shown in table 15. U.S. production of these acrylic fabrics has been
extremely irregular. A sharp decline in 1970 was followed by recovery
in 1971 and 1972, and then by sharp declines again in 1973 and January-

June 1974.
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Bonded (laminated) fabrics

Official Government statistics on domestic production of bonded
fabrics are ﬁot available. However, such fabrics were gaining in pop-
ularity during the 1960's, and, according to industry estimates, produc-
tion increased from 100 million linear yards in 1964 to about 450 mil-
lion linear yards in 1970, Subsequently, competition from regular woven
fabrics and double-knit fabrics prompted a decline in the demand for and
production of bonded fabrics. Output of these fabrics, which was only
175 million linear yards in 1971, has declined steadily to an estimated

60 million linear yards in 1974.

Knit fabrics

Producers of knit fabrics have enjoyed an expanding-demand situa-
tion for their products. Production of these fabrics, which consist
- mostly of manmade fibers, increased steadily from 710 million pounds in
1969 to 1,347 million pounds in 1973, or by 90 percent (table 16). Most
knit fabrics, however, are of lighter weight than the woven fabrics

produced by Baxter.

Women'§i_gig;s', and infants' apparel
During 1970-73, total annual U.S. production of women's, girls',
and infants!' coats, jackets, and suits made of wool'fabrics and of man-

made-fiber fabrics, both woven and knit, was less than in 1969. Output

dozen in 1970, and then recovered slightly to 4.0 million dozen annually

in 1972 and 1973 (table 17).
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Wool products,including the items made of laminated fabrics pro-
duced by Baxter, have accounted for most of the decline in production.
Combined output of women's, girls', and infants' coats, jackets, and
suits of wool declined from 1.8 million dozen in 1969 to 1.0 million
dozen in 1973, with wool coats accounting for three-fourths of this
decrease. Production of such coats, jackets, and suits of manmade
fibers declined from 2.7 million dozen in 1969 to 1.9 million dozen
in 1970, but then increased to 3.0 million dozen in 1973. Output of
manmade-fiber coats and jackets trended up, while production of suits
of manmade fibers declined..

Data shown in table 18 respecting all types of knit fabrics and
woven fabrics consumed in the production of women's coats indicate
an increase in the output of knit goods and é decrease in the output
of woven goods, although the increase in market penetration by knit
fabrics has slowed. The knit fabrics in 1969 accounted for 26 percent
of éll fabrics used in the production of women's coats. Their share
of the coat market was 36 percent in 1970, 41 percent in 1971, 42 per-
cent in 1972, and 43 percent in 1973. Consumption of knit fabrics
increased from about 21 million square yards in 1969 to about 33 mil-
lion square yards annually during 1971-73, while use of woven fabrics
declined steadily from 61 million square yards in 1969 to 43 million

square yards in 1973.
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U.S. Imports

Woven wool fabrics

Imports of woven woolen fabrics, including types produced by
Baxter, increased only slightly from 5.2 to 5.4 million linear yards
between 1969 and 1970, and then declined to 2.6 million linear yards
in 1972 (table 12). Imports were 3.6 million linear yards in 1973,
but during January-September 1974 they were down by 32 percenf from
those in the corresponding period a year earlier. Imports of the types
of fabrics that more nearly compare with Baxter's production decreased
steadily from 0.8 million linear yards in 1969 to 0.3 million linear
yards in 1973, and the decline continued in January-September 1974
(table 13).

Imports of all types of woolen fabrics’&uring 1969-73 accounted
for a relatively stable share of the total domestic market, with the
ratio of annual imports to consumption of these fabrics varying between
3.4.percent and 4.5 peréent (table 12). 1In 1970-73 the ratio of imports
to consumption of woolen fabrics weighing over 16 ounces per linear yard
was below the 1.4 percent of 1969 and may dip below 1.0 percent for all

of 1974 (table 13).

So-called loophole fabrics

The 1960's were marked by unusual circumstances with regard to
imports in that so-called loophole fabrics from Italy were entered in
substantial quantities. These were low-priced fabrics which were pre-

dominantly of reprocessed or reused wool but which were in chief value
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of other, more expensive fibers. The rates of duty on fabrics in chief
value of wool were considerably higher (more than 100 percent ad valorem
equivalent for some fabrics) than the rate on fabrics predominantly of
such wool but in chief value of other fibers, a situation which resulted
in successive shifts of imports to those types of merchandise for which
the duty classification '"not in chief value of wool" afforded lower
rates. Legislation was enacted on several occasions to inhibit or halt
these shifts. Public Law 90-638, effective December 24, 1968, provided
that the rates of duty in Parts 3 and 4 of schedule 3 of the TSUS appli-
cable to fabrics in chief value of wool also be applicable to fabrics

in chief weight of wool; it also increased the duty on bonded or lam-
inated fabrics of wool by adding a specific duty of 37.5 cents per

pound to the ad valorem duty'on such fabrics. This action caused a
substantial decrease in imports of the loophole fabrics under the provi-
sions of the above-mentioned parts of schedule 3.

Imports from Italy of low-priced fabrics in chief value of cotton
increased dramatically after 1966. These imports entered under TSUS
items 332.10 and 332.40 in part 3 of schedule 3, and were to some extent
composed of fabrics containing by weight 30-35 percent reused wool, 40-
45 percent acrylic waste, and 20-25 percent cotton. With a fiber mix
of this type, these imports became in chief value of cotton and subject
to a rate of duty much lower than if they had been in chief weight or in
chief value of wool. Combined imports from Italy under these items were
15.6 million square yards in 1969, 20.8 million square yards in 1970,

5.8 million square yards in 1971, 9.7 million square yards in. 1972, and
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27.5 million square yards in 1973. Imports during January-September
1973 and January-September 1974 totaled 22.6 million square yards and
9.0 million square yards, respectively.

The proportion of these imports represented by fabrics of the types
consumed in the same end uses as those produced by Baxter is not known.
According to importers, these fabrics are in a much lower price range,
since the fabrics produced by Baxter contained no reused wool fibers.
The imports reportedly are used primarily in low-priced men's outerwear,
such as CPO jackets. The same sources reported that only a small quan-
tity of the imports were used in women's coats. No claim was made by
officials or customers of Baxter of a loss of sales to imports of such

fabrics or products thereof.

Woven manmade-fiber fabrics

U.S. imports of woven fabrics of manmade fibers increased steadily
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