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One reason for the increase in fourth L'TA year over the third LTA year was
the obvious demand, especially for yarns, because of the increased military needs
of Vietnam, which carried over into the first part of the fifth LTA year.

Moreover, imports from such developed countries as Canada and Belgium
were permitted entry without being subjected to ‘‘restraints”. American im-
porters began to ship in cotton textiles from such ‘“‘developed” LTA members
knowing that such imports were not subject to the “restraints” imposed on the
“developing” countries and Japan.

While the LTA successfully limited exports by foreign governments, it could
not prevent American businessmen-importers from moving to new, uncontrolled
areas and developing textile industries in these countries, almost always in a
lower-cost region than their previous supplies.

There are those who believe that because of the LTA textile producing coun-
tries proliferated more rapidly than would have otherwise been the case.

Regardless of its record, however, we urge that as the most effective nontariff
impediment to the trade in textiles, the LTA and its supplementary bilateral
agreements be eliminated, and that cotton textiles be considered on the same
basis as other textiles for individual, selective consideration if specific imports
create unfair economic difficulties for directly competitive United States goods.

Abolish buy American restriction

At a time when the United States textile industry has been experiencing some
difficulties in providing the armed services with its textile requirements and
when the cost of local procurement are so high, it would seem that the national
interest and the national security both would call for overseas procurement of
needed military textiles from our allies nearer the area of hostilities.

But, the prohibitions of the Buy American Act severely restrict the ability of
the quartermaster corps to purchase military textiles from such Asian allies as
Japan, South Korea, Taiwan, Philippines, and Thailand, not to mention New
Zealand and Australia, for use in Southeast Asia, particularly in Vietnam.

In the light of current circumstances, and for the future promotion of the
textile trade, this Buy American nontariff barrier should be abolished. At the
very least, as the Subcommittee on Economy in Government of the Joint Eco-
nomic Committee recommended in its April 23, 1968, report on “Economy in
Government Procurement and Property Management”, ‘“The Bureau of the
Budget should issue a uniform policy for the guidance of Federal agencies and
contractors regarding the use of price differentials under the ‘Buy American’
Act.”

While the Subcommittee’s responsibilities were not in the area of foreign trade
policy, it is noteworthy that the Subcommittee devoted a special section to this
subject of the Buy American statute, which, though from the viewpoint of gov-
ernment expenditures, also affects trade policy as well.

«The Subcommittee has expressed its concern during the past several years
over the inconsistent application of the ‘Buy American’ Act. The Act provides
that materials for public use shall be purchased from U.S. manufacturers, except
where it is determined that their purchase would be inconsistent with the public
interest or their cost would be unreasonable. Inconsistency in its application
continues. i

“The problem is that while most agencies utilize a six percent differential, and
an additional six percent to ‘small business’ or suppliers in an area of substantial
unemployment, the DOD (Department of Defense) since 1962 has utilized a 50
percent differential. Thus in the purchase of the same item two agencies of the
Tederal Government may utilize widely separated differentials. The Bureau of
the Budget has conceded that the situation is a ‘mess’, but it has not acted to
rectify it. The economic implications of these policies are antagonistic. The six
percent differential permits greater purchase of foreign goods and thus operates
against a favorable balance of payments. The 50 percent differential protects
domestic manufacturers but increases the costs of procurements and therefore
militates against a balanced budget. i

“From the evidence, it appears that the DOD’s 50 percent differential raises
a protective wall so high that American bidders may be encouraged to take
advantage of it. It may also be self-defeating in the long run by pricing the
protected items out of foreign markets and thus injuring our balance of payments.
Turther, the DOD’s practice is placing 'a significant burden on the already
extremely high level of defense procurement.”
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AGAINST IMPORT QUOTAS
Most protective device

‘While as a matter of both principle and practice, we are opposed to all
protectionist bills pending before this Committee, we are especially opposed to
the specific product import quota measures, such as those for textiles, and to
the general, omnibus import quota legislation.

Aside from total exclusion, prohibition, or embargo, import quotas are the
most vicious and “protective” of all protectionist schemes. Probably more than
any other restrictionist strategem, they subordinate the national interest to the
vested interest. .

‘Whether they are described by proponents as “orderly marketing” systems, or
as “fair international trade” programs, or ‘“‘equitable trade promotion” proposals,
or what not, in actual fact and operation they are the most effective trade barrier
conceived in the name of world commerce.

Some import quota bills require a “rollback” in the quantity of imports and
an averaging based on historic performance or market shares over a number of
years. Others impose ceilings based on the immediately preceding or record import
year. Still other establish ratios of imports to domestic consumption and set
limitations when these levels are reached. And others allow nominal increases or
decreases dependent upon the upsurge or reduction of domestic use. Of course,
there are those which combine various formulas. But the end objective is the
same: To place an absolute, arbitrary, and artificial quantitative ceiling on all
imports that may be entered in any given period.

No matter how inventive or innovative, no matter how efficient nad productive,
no matter the comparative economic costs and competitive factors; foreign
producers and exporters may not ship more than certain stipulated in advance
quantities. Supply and demand are not considered ; neither are reason and equity.

In testimony to this Committee on June 4, 1968, the Special Trade Representa-
tive summarized the case against import quotas well, pointing out that “A quota
policy would have serious effects on our domestic economy and our longer run
ability to compete. Import quotas can have only one effect on domestic prices—
to make them higher than they would otherwise be. Is any action designed to raise
prices at this time a rational one?

“An immediate increase in prices would be only the beginning of the damage.
As the secondary effects of quotas are felt, they will be different from those of
tariffs. A fixed tariff permits competition from those imports that are able to
surmount it. Such competition stimulates domestic producers to keep ahead of
the foreigner—to improve their efficiency, to lower their costs. A quota, of course,
permits none of these effects. The domestic producer knows that no matter how
high his costs or selling price he can lose only a specified part of his market to
imports. But without the spur of imports, he will eventually lose his ability to
compete with the same foreigners for the markets of third countries. In fact,
even industries not protected by quotas will find their own costs have risen and
their ability to compete diminished because of increases in the cost of materials
they use.

“On the surface, quotas that simply guarantee domestic producers a fair share
of the market may sound attractive. But what is a fair market share? In the
American tradition, it is the share anyone is able to win by producing a better
or cheaper product. That is why our overwhelming share of the world’s com-
puter market, for example, is a fair share. The United States has been especially
successful in the development and marketing of products involving new tech-
nology. We would be the heaviest loser if we should lead the world in freezing
present patterns of trade. Such a course means stagnation—higher costs to the
consumer, loss of our international ability to compete, and loss of many other
qualities that have made us a strong economic force in the world market place.”

The President, on June 6, 1968, in a message to the Coordinating Council of
Organizations on International Trade, outlined the case for his Administration’s
bill and against protectionism in the form of quotas.

“What if the quota bills now pending before the Congress became law? What
price would we have to pay for the protection of the American markets? In a
word, retaliation. If we break the trading rules—as import quotas would do—
we know what the response of our trading partners will be. It would be retalia-
tion against our own exports. So the price of shielding one industry would be
paid by another. The temporary protection of jobs in one plant would mean the
permanent loss of jobs in another.
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“The American housewife would also pay a price—in the stores where she
buys. American industry would pay more for raw materials and intermediate
products. The vicious eycle would be completed—as American industries without
quota protection would find that higher costs had made them less able to com-
pete for export markets. :

“We would all pay the price of government intervention. Quotas would involve
the government more deeply in business decisions. Licensing officials would be
added to the Washington bureaucracy. Trade cartels simply can’t exist without
someone to administer them.

“We would pay the price by the absence of competition. There would be fewer
incentives to efficiency—Iless stimulus to innovation—less likelihood that ‘Yankee
ingenuity’ would be the standard of business excellence. Growing productivity—
the only real guarantee of higher wages and profits—would be sacrificed.

“Finally, in our relations with other nations, we would pay the price—and it
is a heavy price—of loss of confidence in our leadership. The United States
would have turned its back on economic cooperation between nations.

“T don’t believe that industries seeking quotas are just trying to feather their
own nests at the expense of others. They have a sincere concern that higher pay
and Dbetter working conditions put them at a permanent disadvantage. More-
over, they resent—and properly so—the erection of barriers to free competition
in other nations. :

“But the establishment of quotas is simply too high a price to pay. This nation
—of all nations—cannot set these forces of restriction in motion. I do not believe
that we will. We simply will not permit the gains of the past 85 years to be
swept aside—not when a better course is ‘available to us.”

Threatens national economy

Textile import quotas threaten the national economic wellbeing.

Not only do they increase the possibilities of inflation at a time when we can
least afford it, when inflation endangers the very economic foundations of our
industrial system, but they provide a protective umbrella under which the in-
efficient, the uneconomic, and the obsolescent segments of the textile industry
are encouraged to continue operation even at the detriment of economic growth
and progress. '

At the same time, and perhaps paradoxically, the bigger companies, through
consolidations and mergers, capture more and more of both production and
sales, thereby putting into practice the economies of monopoly and concentrated
power. ‘

Moreover, as the Special Trade Representative so succinctly explained the
crucial problem, “. .. quotas imposed by us are certain to lead to quotas imposed
by others on our exports to them—and, in choosing their targets, they are likely
to select the industries whose prospects for export growth are strongest. This in
turn will affect the purchasing power of many of our workers and farmers.”

This question of retaliation on the part of our trading partners is not hypo-
thetical or theoretical, for we need only recall the tragic consequences of the
1930 Smoot-Hawley Tariff Act. By 1933, in three short years, our exports had
declined 489% in volume and 689 in value.

In other words, by imposing an import quota on textiles, it is quite possible
that in the long run the United States will suffer far more in the loss of exports
than any benefit we might gain temporarily from limiting textile imports.

Take the case of Japan, for instance. In 1966, Japanese textile imports, in-
cluding $115 million in cotton items, amounted to $470 million. That same year,
American exports to Japan totalled $2,311 million, of which some $600 million
was in agricultural products alone. Unfortunately for the United States, the
$207 million in soybeans, $188 million in wheat, the $133 in raw cotton, and
the $122 in corn, all purchased from us, are available to Japan from other coun-
tries, some of which offer these same products for less than we do.

We understand that Japan is willing and able to purchase so much from us
becapse we enable her to earn the dollars with which to buy our goods and
services by permitting entry to her exports. If we foreclose entry of her export
items, we also force her—even against her will—to look elsewhere for her
purchases. Though Japan may not intend to retaliate against our action, she
may not have any alternative to buying and selling where her exports are
welcome. :

And, once an import quota is imposed on textiles, the demand from other
industries for similar privileges will become harder to frustrate. And, in this
way, an international trade war could easily be provoked, escalating with each
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concession to arbitrary restrictive barriers made by our government as our major
trading partners reply in kind.

Finally, the necessity to discriminate between countries and importers, to
assign shares and to determine limitations, and to administer and enforce the
ceilings on hundreds and thousands of prospective imports, all add up to ever-
increasing bureaucratic supervision and dictation over industry and business,
to a speed-up in the centralization of government, and to an ominous challenge to
the free enterprise system.

Endangers National Security

Textile import quotas also endanger our national security.

By weakening the nation’s economy, the national security is weakened too.

Beyond this, by alienating our trading partners, most of whom are allies in a
tension-filled and troubled world, America’s collective security system is
jeopardized.

And, if by refusing to permit them to trade with us, we force them to trade
with our enemies and our potential enemies, we are not only losing our allies
but also strengthening our present and future adversaries.

Furthermore, an artifically protected uneconomic textile industry, dominated
by huge companies, will be in a far less favorable position to provide the neces-
sary textiles for national emergencies and for future limited and other wars.

And what the government must purchase will be at a higher price, with the
specifications subject to the dictates of a monopolistic industry, for only the large
companies will be able to supply the requirements of the military.

Even in times of crises, textile imports beyond a certain limit cannot be in-
creased in order that the domestic combine may concentrate on producing for the
emergency, while imports are made available to civilians and textile-consuming
industries at reasonable price.

Hven more crucial, textile imports may not be increased to meet shortages in
military demand which the American industry may not be willing or able to
supply.

Costly to Individuals

Textile import quotas are costly to the individual citizen—as a consumer, as
a taxpayer, as a businessman, and as a worker.

As a consumer, he is forced to pay a higher price for a much more limited
selection of textiles for himself and his family, for his home and for his
office, for his business and for his industry.

With fewer goods, available, he must pay the higher price. With a ceiling on
merchandise for export, foreign producers cannot afford to experiment with new
fibers, fabries, and fashions.

In the case of the poor and the poverty-stricken, the availability of inexpen-
sive clothing may mean the difference between being decently clothed and ‘“going
without”, or accepting textile substitutes made of plastics, paper, glass, metal,
wood, or other materials.

Because the anti-inflationary influence of textile imports will be eliminated,
the consumer will have to pay more, not only for his textiles but for all other
goods and services that he may need and require, for inflation is a contagious
infection that cannot be contained or isolated to just textiles.

And, once an import quota is granted to the textile industry, it will probably
start a chain reaction of similar import quotas for other import sensitive
industries. After all, if the Congress accords such privileged status to one in-
dustry, it can hardly deny it to others.

As a taxpayer, the individual is more heavily taxed to pay for the administra-
tion and enforcement of first one and then many import quota laws. He is
also taxed to pay for any direct or indirect subsidies that this favored textile
and other industries may receive.

Unless he himself is an owner of a mill or plant, as a businessman or manu-
facturer involved in textiles, an import quota could put him at the mercy of the
domestic supplier and his “freedom of choice” would be severely compromised.

As a worker, he may be the unwitting and unknowing victim of an uneconomic
and uncompetitive sector of the giant textile industry who is being denied and
deprived of the opportunity to secure adjustment assistance that will improve
his skills and add to his abilities, thereby making him a more qualified candidate
for higher-paying jobs in a more competitive sector or industry than the textile
“prison” to which he may be confined.
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Injurious to Tewtile Indusiry

If the textile operation would carefully review its current situation and long-
range aspirations with the vision and statesmanship that the nation and the
industry deserve, its leaders would find that import quotas would be in-
jurious to the industry itself. .

Because import quotas arbitrarily establish guaranteed annual markets for
the many products of the textile complex, there will be a tendency for many ele-
ments to become complacent and comfortable about their privileged status.
Without doubt, such attitude will only encourage the more rapid encroachment
of such textile substitutes as plastics, paper, glass, metal, wood, and other
materials. ;

The marginal and inefficient individual producers and sectors of the vast op-
eration will be encouraged to remain in business, rather than being forced
to shift into more competitive activities. As the total industry will be as strong
as its most inefficient part, the fabric of the complex will be weakened and sub-
ject to continued stress and strain.

Already behind most other industries in its competitive productivity, and
spending less on research and development than most of the major textile manu-
facturing countries and 16 of 17 United States industries, the textile combine
will tend to fall further and further behind because the challenge of imports
will not be ever-present. |

According to the Department of Labor, for example, there is a 469 gap be-
tween the average and the model plant for a print-cloth mill in 1966. And, the
Organization for Economic (OBCD) discovered that the United States textile
industry as a whole spends far less (0.2%) for Research and Development (R
and D) expenditures than the United Kingdom (0.8%), Canada (1.6%), Sweden
(249%), and Japan (4.1%). Also, it was found that only the lumber and furniture
industry spends less than textiles in this country for R and D. What makes this
sum even more incredible is that man-made fiber producers are responsible for
about 75% of all R and D funds expended by the total American textile industry.

If this industry is so lacking in efficiency and in engaging in R and D without
the built-in sanctuary of import quotas, except for cotton textiles, imagine
what this mammoth complex would do without the competition of such imports
as there are.

Then again, in times of acute and huge shortages caused by new developments,
such as permanent press ; unexpected demand, such as that caused by the Vietnam
War; and novel fashion trends, such as the Nehru jacket ; quota ceilings will not
permit full exploitation of these special situations by calling on foreign sources.

Already ill equipped to compete for export markets because of its satisfied
domination of the domestic scene and lack of competitive urge to seek out and
develop foreign outlets, behind the protective walls of import quotas, there will
be even less incentive to sell overseas.

And, as Congress provides more and more in the way of such special privileges
as import quotas, the government—as the public defender—will have to insist
upon more and more supervision and control of all the operations of this nation-
wide enterprise. Then again, as import quotas proliferate, the government will
have to dictate more and more the policies and practices of every individual com-
pany within the industry. |

As regimentation sets in, the competitiveness of the massive complex becomes
less and less. So the government will have to provide more and more in the way
of subsidies and special assistance. :

TEXTILE IMPORT QUOTAS UNJUSTIFIABLE

Textile industry arguments

Tven though the massive and privileged American textile complex today enjoys
a most favored government status that few other industries—if any—enjoy, its
leaders argue its pleas for the most extraordinary protective sanctuary of all—
an all-inclusive, all fiber, all stages of manufacture, all categories, all countries
import quota—generally for the following reasons:

1. Imports are increasing rapidly.

2. Exports are decreasing. '

3. While profits, production, etc., have shown an upward trend, textiles still lag
behind other manufacturing industries in its prosperity, growth rate, ete.

4. Because textiles are a relatively labor-intense enterprise in an advanced in-
dustrial country, it requires continued and expanded government favoritism.
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5. Technological and market development since the establishment of the LTA
necessitates the extension of import quotas to all textiles.

Import perspective

‘We do not question—in fact, we happily concede—that textile imports have in-
creased substantially over the past decade.

At the same time, however, we believe that the national interest requires that
these textile imports be put into proper perspective, and not considered in isola-
tion by themselves.

First of all, one might well ask what imports have not increased rapidly in the
past ten years. Are textiles the only ones? The answer is obvious.

Secondly, one needs to take into account that the national economy, as well as
the population, have grown consistently. As a matter of fact, many economists
allege that the continuing prosperity and its resultant inflation have stimulated
imports. So too have strikes and threats of labor discontent.

Thirdly, even as the volume of imports have increased, so too have our
volume of exports. While it may not be so difficult to identify the trade deficit in
textiles, one cannot overlook in that context that the overall trade balance has
been, and remains, in favor of the United States. Also, in certain exports the
United States enjoys the same overwhelming trade advantage that certain other
countries may enjoy in textiles.

On a world-wide basis, in billions of dollars, the United States share of inter-
national exports to foreign markets in 1967, was 23.1% for all manufacturing,
broken down as follows: (1) 31.89 for transport equipment, (2) 30.2% for non-
electric machinery, (3) 25.7% for electric machinery, (4) 23.7% for chemicals,
and (5) 159% for other manufactures, including textiles.

Take the case of Japan, for an individual illustration. It has been alleged that
certain Japanese textiles enjoy a disproportionate share of the American market.
If this in the case, it would seem to us that there are good and sufficient economic
reasons for these situations.

In reverse, the dominant position of certain American exports in the Japanese
import market should not be ignored. 85% of the Japanese import soybean mar-
ket is controlled by the United States, 849 of its electronic computer market, 55%
of its coal, more than 509 of its feed grains, almost 50% of its wheat, 47% of
its chemicals, 399 of its petroleum, 329 of its cotton, etc. In the field of chem-
icals and computers, as in many other industries, Japan is a major producer, SO
it can hardly be argued that the American share of Japan’s import markets is
substantial only in agricultural items. Moreover, an American would hardly
claim that the United States share of Japan’s import market was not a “fair
and proper” one.

Fourthly, it must be observed that while textile imports increased, United
States textile production skyrocketed even more, thereby indicating that there
may be a correlation generaily between increased imports and increased domestic
production.

U.S. TEXTILE PRODUCTION VERSUS IMPORTS

[in millions of pounds]

Year U.S. production Imports
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Not only industry men but economists and investment brokers have categorized
1957-1966 as the golden decade for American textiles, for in this ten year period,
in spite of the dramatic and substantial inroads of such textile substitutes as
plastic and paper particularly, the total United States textile combine experienced
unprecedented growth in production, profits, and other indications of a booming

prosperity.
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And, while 1967 production showed a decline from that of 1966, the record year,
so too did imports. ;

In this connection, it should be recalled that in 1957 domestic textile production
reached 6,221.7 million pounds and imports 190.3 million pounds. The next year,
1958, when the tabulation begins, domestic production was down to 5,962.2 mil-
lion pounds while imports were up slightly to 215.6 million pounds. This means
that in the one year 1957-58, domestic production dropped 252.7 million pounds
before beginning an upward climb which hit its all-time peak in 1966.

In the single year period 1966-67, domestic production declined only 24.5 million
pounds, or about one-tenth the decrease experienced ten years earlier.

Also, in the 1966-67 period, imports dropped 58.3 million pounds, or about twice
as much in actual volume than the actual drop in domestic production.

Moreover, even though 1967 production was not as high as that for 1966, United
States textile production last year was 3,013.8 million pounds more than it was
ten years earlier. i

And, notwithstanding the outcries of the domestic industry, the actual volume
increase in imports was only 482.3 million pounds for this decade period, as
against an increase in United States production of more than three billion pounds.

To sum up, in this ten-year period 1958 through 1967, imports may have in-
creased to seven, or eight, or even nine percent of domestic production. But, the
actual volume increase in United States textile production was 50%.

Now, if what happened some ten years ago repeats itself, the golden decade
that began with a drop in American production of more than a quarter of a bil-
lion pounds might well bring about another acceleration in United States out-
put, as the American industry enters into its second golden decade in what
promises to be the golden age for textiles in this country.

Fifthly, an examination of the tremendous shift in the use of the three major
textile fibers (cotton, wool, and manmade) during the past decade suggests
that this inter-fiber competition had more impact and influence on American
textile production than the competition from imports.

AMERICAN MILL CONSUMPTION BY FIBERS

[In millions of pounds]

Year Manmade fiber Percent Cotton Percent Wool Percent Total
1,764.2 29.6 3,866.9 64.8 33L.1 5.5 5,967.5
2,064.7 30.2 4,334.5 63.3 453,3 6.4 6,842.5
1,877.8 29.0 4,190.9 64.6 a1, 6.3 6,486.6
2,060.7 31.4 4,081.5 62.2 412.1 6.3 6,561.0
2,418.5 34.3 4,188.0 59.5 429.1 6.1 7,082.1
2,781.8 38.5 4,040.2 55.7 M1.7 6.4 7,246.1
3,174.3 40.8 4,244, 4 54.5 356.7 4.6 7,782.1
3,624.1 42,7 4,477.5 52.7 387.0 4.5 8,494, 4
4,002.2 44,4 4,630.5 51.4 370.2 4.1 9,007.5
4,420.4 47.2 4,420.7 49.3 312.6 3.5 8,976.5

Note: Because other fibers, such as silk, were also consumed during this same period, the totals for each year add up
to more than for the three fibers combined. .

The above data is taken from the Textile Organon for March 1968.

Tor 1968, the Tewtile World, February 1968 issue, projects a substantial in-
crease in the use of textile fibers by the United States industry over that used
in both 1966 and 1967. According to its calculations, the domestic consumption
of all fibers in 1966 was 9,006 million pounds and in 1967 9,003 million pounds.
For this year, it projects a total of 9,450 million pounds, with 479% of the con-
sumption share in cotton, 8.0% in wool, and 50% in manmade fibers.

This 1968 estimate is that 447 million pounds more of textile fibers will be con-
sumed by the domestic industry than in the previous 1966 high year.

Returning again to the Tewtile Organon tabulations, we find that for the 1958-
67 decade cotton remains the major fiber, but its popularity over manmade fiber
has narrowed rapidly in this ten-year period. Wool has also lost some of its ap-
peal, but not nearly as much as cotton percentagewise.

Ten years ago, cotton dominated 64.8% of the fibers consumed by United States
mills, with manmade fibers contributing only 29.6% and wool 5.5%. Now, cotton
controls only 49.3% of the mill consumption, with manmade fibers contributing
almost as much, or 47.29%. Wool’s percentage has declined to 3.5%.
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In other words, cotton lost 15.59% and wool 29, of its share of the fibers con-
sumed by American mills, while manmade fibers gained 17.6%.

In this identical decade, the ratio of imports to domestic consumption increased
from about three percent to about eight percent.

Thus, the arithmetic of the situation clearly demonstrates that the direct im-
pact of the competition between manmade fibers and the natural fibers in the
past ten years was at least double that of imports percentagewise, and many
more times that in terms of actual poundage. Manmade fiber consumption in-
creased by almost two and a quarter billion pounds in this past decade, while
imports increased by less than 500 million pounds.

Finally, imports have only a selective impact on the American industry, and
not an overall one. This is because not all textiles produced in a country can en-
ter the American market, for a variety of economic and other reasons.

Added to the usual trade problems are those that are distinctive to the textile
trade. Less than ten percent of the types of fabrics woven in the United States
can be exported from Japan to this country and only specialized types of ap-
parels and made-up goods manufactured in Japan can be sold in this American
market, according to the sworn testimony of certain importers before the Tariff
Commission only last November (1967).

The Tariff Commission ten years ago (1957), in response to Resolution 236 of
the 85th Congress, of the Senate Finance Committee, made it clear that textile
imports have only a selective, and not a general, impact on the products of the
United States industry.

« . It is clear that tewtile manufacturers in Japan (or any other country)
do not have an ‘across-the-board’ competitive advantage over the textile manu-
facturer in the United States. Such injury (or impact) as may be caused or
threatencd by increased imports of tewtiles or tewtile manufactures from Japan—
or any other country—is bound to be confined to a limited number of categories,
most of which, experience has shown, will be narrow. Investigations of such in-
stances of injury (or impact) are, in the Commission’s opinion, best conducted
on a selective basis as circumstances warrant.” (Emphasis supplied).

TWhat was so correct and true then is even more applicable today.

Though couched in different words, the Tariff Commission reached essentially
this same conclusion this past January (1968), when it reported to the President
at his direction, in which the Chairman of this Committee joined, that an investi-
gation be conducted into the economic aspects of imports, as well as of the do-
mestic textile and apparel industries.

As the Commission reported this mid-January, “By most broad measures,
whether in terms of quantity or in relation to consumption, the trend in the im-
ports has been upward since 1961, as is to be expected during a period of ex-
panded economy activity. The impact of such imports, however, is clearly un-
evenly distributed and varies according to the market conditions for the product
concerned. (Emphasis supplied). .

“Aq increase in the ratio of imports to consumption is not necessarily indica-
tive of the impact that such imports had, or are having, upon particular domestic
producers. Some imports, such as yarn or woven fabrics, for example, congtltute
raw materials of domestic producers of finished products but may be directly
competitive with yarn or fabric manufactured by domestic mills for sale to
others. To the extent that such imports displace the domestic output of yarn or
fabrie, they obviously affect the domestic production of raw textile ﬁberg.

“The relationship between domestic output and imports is in fact considerably
more complex than is indicated by this illustration. Some of th‘e products of the
type imported are not produced in great quantity in the United Sta’geg for a
variety of reasons. Many of the imported products are directly competitive, .but
the impact of imports varies according to whether domestic output is mainly
captive of a larger, prosperous, integrated, multiproduct mill or is produced
chiefly by a small independent mill which derives its income principally from
the sale of fabric to others. .

“The competitive impact also varies over time. In periods of relatn:ely full
employment of domestic textile resources, the imports of such matemals ﬁre-
quently are complementary rather than supplementary to domestic productlop.
In periods of slack demand, the imports may have a more pronounced economic
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effect than when business activity 1s at a high level, even though the imports be
of a lower relative magnitude.

“With regard to apparel, the 1ncreasmg level of imports in recent years re-

flects in great part the active efforts of both retail and wholesale institutions in
the Unlted States to broaden the variety of their product lines and the price
ranges at which they are sold. A large but unknown portion of this merchandise
is comparable to the domestic product both in terms of puce and quality. A sub-
stantial proportion of the total volume and value of the imported merchandise
appears to be made up of products which are of low price and are marketed prin-
cipally in retail outlets which promotes and sell these products mainly on the
basis of price; such products appear to be sold principally to lower income
groups or to othels for whom cost is a major consideration. On the other hand,
still other products are characteristically of high price and style, for which
demand and the domestic output may be 11m1ted Thus, the effects of the im-
ports of apparel, like imports of fabrics, vary greatly. Imported cotton shirts
selling for low prices may have a cons1derable impact upon a small concern
whose output is limited to shirts of the same price range, but have little or no
effect upon that of large, multiproduct producers whose shirts sell at substan-
tially higher prices. The quantitative data respecting either the trend of im-
ports or the relationship between imports and consumption overall fail to in-
dicate the actual effects such 1mports have either on profits or on employment
for particular producers . . .
- “By quantity, about two-thirds of the actual increase in imports from 1961
to 1966 was composed of products (such as yarns and fabrics) for which further
processing was required in the United States. Most of the remainder consisted
of apparel products. Although the volume of imports in each of these broad
categories was substantially larger in 1966 than in 1961, the actual increase in
the volume of domestic production was of substantially greater magnitude over
the same period.”

Of particular significance in terms of the selective impact of imports may be
the compilations of the Business and Defense Services Administration of the
Department of Commerce, described as “Growth in Shipments by Classes of
Manufactured Products 1958-1966,” published in March 1968.

Altogether, 215 different textile products are specifically listed, some with sev-
eral additional breakdowns. ‘

In 149 of these product listings, an increase in the ratio of the value of ship-
ments 1966 to 1958 was indicated. For 39 products, the necessary data was not
available. For 27 products, the data was not computed.

In this rather detailed compilation, not a single textile product was listed
as having decreased in the ratio of its: value of shipment in the 11-year period
1958 to 1966.

Ezxport perspective !

Despite the lamentations of the American industry, United States exports of
textiles have shown a general upward trend since 1960, both in dollars and
pound terms.

‘While it is correct that American exports have not increased as substantially
as imports, nevertheless this tendency toward increased exports is most remark-
able when certain conditions are recalled.

By 1960 the World War II devastated textile industries of Europe and Japan
had recovered and were concentrating on developing their export trade. By
this time too, American aid to the less developed countries had resulted in the
establishment of textile industries where none had previously existed. And, be-
cause Japan had imposed ‘“voluntary” export quotas on its cotton textiles des-
tined to the United States, American importers were inducing other countries
to manufacture for export to this particular market.

And the United States textile complex was devoting its attention more to
developing domestic markets, than in seeking foreign outlets.

According to a tabulatlon of the American Textile Manufacturers Institute
(ATMI) for the Senate Finance Committee, October 20, 1967, the following
records American textile exports, by fiber, from 1960 to 1966, ‘with estimates
for 1967.

95-159 0—68—pt. 6——14
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AMERICAN TEXTILE EXPORTS

[In millions of pounds of fiber equivalents]

Year Cotton Wool Manmade Total
fiber
233.3 4.7 202.4 440, 4
239.2 4.5 205.8 449.5
220.3 4.4 246.1 470.8
207.8 5.6 244, 8 458.2
213.2 7.0 283.1 503.3
173.8 15.6 293.4 482.8
189.6 12.7 322.8 525.1
190.0 11.2 333.8 535.0

1 Estimated.

According to these figures, as in the case of domestic consumption of fibers,
exports of cotton textiles declined during the past six years while manmade fiber
exports increased. Unlike domestic consumption, however, exports of wool tex-
tiles increased almost three-fold from 1960 to 1966.

The Textile World for February 1968 reveals that, even though imports and
domestic production dropped last year compared to the previous year, in terms
of millions of dollars there was a plus 7.8% increase in United States textile
exports in 1967 over 1966—S1,384.2 million as against $1,283.7 million. The big-
gest incerase was in manmade fiber broadwoven fabric, which increased 49.8%,
from $67.2 million in 1966 to $100.7 million in 1967. Clothing exports also in-
creased, from $164.0 million in 1966 to $166.1 million last year.

If United States negotiators press hard and successfully the elimination of
nontariff barriers to textile imports imposed by other countries, and if the
American textile industry seeks to develop foreign outlets as aggressively and as
progressively as it does domestic markets, it should be possible for the United
States complex to increase its exports substantially.

Especially in textiles, American fashions and the “Made in USA” label are
popular overseas.

Domestic indusiry perspective
There is little doubt that during the past ten years the huge United States
textile industry enjoyed an unprecedented period of growth and prosperity.
Following an extensive investigation, including public hearings, the Tariff
Commission makes this point to the President in its Report of mid-January 1968,
documenting its finding in this and other matters in a two-volume submission.
“Accompanying these significant changes in the production and marketing
of the textile and apparel industries (since the early 1950’s), the domestic pro-
ducers, have, by most broad measures, enjoyed a period of unparalleled growth
since the early 1960’s. (The footnote reported that, “The Federal Reserve Board
Index of production (1957-59=100) shows that the production of textile mill
products expanded 33 percent from 1961 to 1966, while that for apparel and
related products rose 34 percent. Although production declined in the first half
of 1967, a reflection of the recent leveling of the economy as a whole, the Septem-
ber 1967 index of output of mill products (141.2) was almost as high as the 1966
average (142.5). The production index for apparel products in August 1967
(146.1) was higher than in immediately preceding months, but still lower than
the 1966 average of 150.1.”) By and large this growth is attributable to the sus-
tained rise in the level of economic activity in the U.S. economy. As the national
product, industrial output, and population and disposable incomes expanded,
the demand for textiles for both personal and industrial use grew accordingly.
“Along with increased output, there was also a marked expansion in sales,
employment, and new investment in plant and equipment during this period.
Similarly, overall corporate profits (whether measured as a ratio of profits to
sales, or on the basis of the rate of return on stockholders’ equity) increased.
From 1961 to 1966, for example, the value of shipments rose from $29.1 billion
to $89.6 billion, or 36 percent. For the producers of mill products, profits as a
percentage of net sales rose by 48 percent. The corresponding increase for the
producers of apparel and related products was 52 percent. The corresponding
gain for all manufacturing corporations over the same period was 21 percent.”

= ES *® B = £ *
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‘While it is true that the textile industry experienced a slight leveling off last
year, after a decade of steady increases, Tewtile World’s Index of Textile Manu-
facturing Activity for March 1968 noted that, “At 157, the January (1968) Index
is seven points over January 1967. This year, the Index should have little dif-
ficulty beating last year’s record high of 163 in December. All major indicators
. . . now support the pinpointing of June as the snap-back month for the textile
industry. The industry’s economic picture, growing brighter month by month,
glowed strongly at year-end. One indicator—shipments of textile mill products—
closed out 1967 at an annual rate of $20.8 billion . . .”

Standard & Poor’s Industry Surveys on “Textiles and Apparels”, for May 2,

1968, showed that, “The S & P index of textile products stock prices has moved
up nine percent thus far this year on top of the 329 rise in 1967. Strong earnings
gains have been reported recently by leading mill companies and prospects point
to a gain of almost 409, in current earnings as measured by the S & P
stock index for the group . . . The apparel stock-index has moved up almost 149,
thus far this year on top of a 21.59% advance in 1967. Estimated earnings for
1968 would represent a rise of 199% on top of the 139 gain last year ... An
improved market performance appears likely.”
. The “Textile Statistics Section” of America’s Tewtile Reporter, monthly trade
Journal of the industry, for August 81, 1967, reveals an overall increase in the
output of broad woven fabrics, the barometer of industry production, for the
last ten years. ‘

The total for all broad woven fabric production, except for tire cord and
fabrics, increased from 12,117,558,000 linear yards in 1957 to 13,311,990,000
linear yards in 1966, for an increase in production of almost two billion linear
yards in the past decade, or almost 100,000,000 linear yards on the average per
year. ‘

As for sales and inventories, according to Department of Commerce data,
textile sales in 1957 amounted to $12,806,000,000 and in 1966 $20,407,000,000,
while in 1957 inventories totalled $2,240,000,000 and in 1966 $3,245,000,000. In
this last decade, textile sales increased by an average of more than $600,000,000
a year.

Douglas Greenwald, chief economist of McGraw-Hill’s Economic Department,
in McGraw-Hill’s Textile World magazine for April 1967, stated that during the
last ten years production of textile mill products increased by about 38%, as
measured by the Textile World’s index of mill activity, and by 42%, as measured
by the Federal Reserve Bank’s index of textile production. “Thus, output of the
industry has grown at an annual rate of about 8.5% per year for the full 10-year
period but has nearly doubled that growth rate in the last three years . . .We
expect that the record of the industry over the next ten years will surpass that
of the past decade.” :

ES * ES *® * * *

Most domestic textile operatives will concede that the golden decade (1957-66)
was one of historic production and profits, and that 1967 was a temporary level-
ing-off year with prospects for 1968 quite promising.

Still, to substantiate their plea for increased protection in the form of import
quotas, they emphasize that the textile industry lags behind most other American
manufacturing occupations in certain key fiscal areas.

‘While the latter is true, they neglect to indicate how rapidly those differences
are being closed.

After payment of federal income taxes, as released by the Federal Trade
Commission, corporate profits of both the textile mill products industry and the
apparel and related products industry increased more than for all manufacturing
industries (except for newspapers which were not included in the tabulation),
based on per dollar of sales and on stockholders’ equity. Although total tex@ile
industry corporate profit remains less than the average for all manufacturing
industries, the gap is being closed rapidly, especially in terms of stockholders’
equity. .

qugressed in cents, the corporate profit per dollar of sales for all manufac-
turing industries was 4.8, for textile mill products industry 1.9, and for apparel
and related products 1.8 in 1957. Ten years later, in 1966, these figures were for
all manufacturing 5.6, for textile mill products 3.6, and for apparel and ?elated
products 2.4. In other words, in ten years, corporate profits, af'ter federal Jincome
taxes, had increased by less than a penny for all manufacturing industries, but
by almost two cents for the textile mill products industry and by more than
a cent for the apparel and related products industry. . B ,
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Again, expressed in cents, the annual increase in stockholders’ equity averaged
for all manufacturing industries 11.0, for textile mill produects 4.3, and for apparel
and related product industries 6.3 in 1957. By 1966, the increase had reached
13.5 for all manufacturing, 10.1 for textile mill products, and 13.3 for apparel
and related products. In the period from 1957 to 1966, stockholders’ equity in all
manufacturing had increased only two and a half cents per dollar, while that
for textile mills products had increased by almost six cents and apparels and
related products by seven cents. The gap between all manufacturing and textile
mill products of almost seven cents and all manufacturing and apparel and
related products of almost five cents in 1957 has narrowed considerably within
the last ten-year period.

Labor-intense factor

As far as domestic industry arguments regarding the necessity for import
protection because it is an allegedly labor-intense enterprise in an advanced
industrial economy are concerned, as we have pointed out in a previous section,
this very reason attests to the need that those uneconomic and uncompetitive
sectors of the vast textile complex ought to be allowed to close down and their
workers enabled to seek better paying employment more worthy of their status
as citizens of the country with the world’s highest living standards, greatest
gross national product, and biggest individual average incomes.

Those segments of the United States industry—and there are many, if not
most—that can compete successfully with imports should be encouraged to
modernize and expand their plants and equipment even faster than they are
currently doing. This should not only help them maintain the competitive advan-
tage in the American marketplace but also to export more to third countries.

On the other hand, those relatively few sectors that cannot compete with
imports should be permitted to withdraw and, with adjustment assistance, the
companies and workers involved encouraged to move into more productive and
more efficient operations.

& ES & £ & B3 *

The Area Redevelopment Administration of the Department of Commerce
in October 1964 issued a publication entitled “Growth and Labor Characteristics
of Manufacturing Industries.”

Among the textile industry sectors classified for “Very High Growth” were
Seamless hosiery mills, Tufted carpets and rugs, Not rubberized coated fabrics,
Men’s and boys’ Underwear, Waterproof outergarments, and Curtains and dra-
peries. Except for Tufted carpets, all of these segments were listed as only
“Moderate” in their labor-intensity use.

In the “High Growth” category were Knit fabric mills, Certain finishing plants,
Wool yarn mills, Processed textile wastes, Men’s and boys’ neckwear, Separate
trousers, Certain women'’s outerwear, Corsets and allied garments, Certain house-
hold furnishings, and Trimmings and stitching. Six of the ten groups were in
the “Moderate” classification and four in the “Low?” in terms of labor utilization.

In the “Moderate Growth” section, Knit outerwear mills, Synthetic finishing
plants, Throwing and winding mills, Men’s dress shirts and nightwear, Fabric
dress and work gloves, Textile bags, Canvas products, and Certain textile prod-
ucts were included. Of the eight textile sectors, only two were in the “Low,”
while six were in the “Moderate,” groupings for labor-intensity.

In the “Static” class were 23 generally recognized “industries” of the overall
textile complex. Included were such sectors as Cotton weaving mills, Synthetic
weaving mills, Cotton finishing plants, ete. 19 of the designated sectors were iden-
tified as “Moderate” in labor-intensity, three in the “Low” category, and one
(Men’s and boys’ suits and coats) in the “High” classification.

In the “Declining” group, 12 textile sections were listed, including Wool weav-
ing and finishing mills, Woven carpets and rugs, and Schiffli machine embroid-
eries. Five of these segments were classed as “Moderate” in their labor require-
ments, one (Tire cord and fabric) as “Very Low,” another (Woven carpets and
rugs) “Low,” and five as “High” (Full fashioned hosiery, Certain carpets and
rugs, Millinery, Apparel belts, and Schiffli machine embroideries).

Altogether, 417 manufacturing “industries” were represented in the several
tabulations. Contrary to general understanding, no textile “industries” were in-
cluded in the 48 which were classed as those in the “Very High” labor-intense
group. Of the 78 in the “High” group, only six textile “industries” were men-
tioned. Of the 170 in the “Moderate” classification, 41 were textile “industries.”
Of the 91 in the “Low” section, ten were in textiles. And, of the 26 “industries”
in the “Very Low” category, only one in textiles was in this grouping.
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Since the government already has determined the labor-intensity of the vari-
ous major segments of the textile industry, this may well be the clue to those sec-
tors of the complex that, economically speaking, are least adapted to competition
with imports. '

What has and is happening to some individual companies in the United States
is also what has and is happening in Japan, among other nations, with other
countries in the Far Bast and elsewhere with cheaper production costs and lower
wage scales displacing certain elements of their textile industry. To meet this
and other economic challenges, and to better export, Japan has instituted a mam-
moth “scrap and build” program which, according to the Tewtile World for
March 1968, promises to eliminate the marginal mills with inadequate and un-
competitive equipment. As Tewxtile World observes, “structural reform may prove
painful to some firms in Japan. The goals are ambitious, but they are also costly.
Still, most Japanese textile men feel that they are necessary, and most industry
leaders applaud the plan.”

In any event, our position is that American working men and women should
not be subjected to exploitation in any uneconomic sector or uncompetitive plant
because of government protectionism and subsidy that encourages such enter-
prises to continue in business.

The surgery recommended may seem harsh initially, but, before the economic
and competitive sectors of the American textile industry become infected by the
cancer of inefficiency and protectionism, this sometimes difficult operation should
be carried out.

Great and many technological and market developments have affected the tex-
tile industry in recent years. |

Technological eand market changes

‘Without doubt the most widespread, aside from the tremendous encroachment
of such textile substitutes as paper, plastic, glass, metal, wood, etc., has been
those associated with manmade fibers. -

In a previous section, we charted the growth of manmade fiber textiles in com-
parison with the consumption of cotton and wool fibers. The Textile World now
estimates that manmade fibers comprise about 509% of all American production of
textiles.

Due to the aggressive development and promotion of manmade fibers, especially
in relation with other segments of the textile industry, this sector is now the
most competitive and economic within the giant textile complex both as to
domestic uses and as to exports.

* * ® * ® ® *

As of January 1968, we understand that establishments producing manmade
fibers employed about four percent of the textile work force, yet accounted for
about seven percent of the value of sales within the complex and almost ten
percent of the “value added by manufacture”. Expenditures for new plant and
equipment amounted to about 309% of that expended by the entire textile indus-
try, while the amount spent for research and development was about 769 of
the total spent by the whole textile enterprise. The wages paid to its workers
were higher on the average than that paid the average textile employee and even
higher than that for the average nondurable goods industries, except ordnance
and accessories, metals, nonelectrical machinery, and transportation equipment.

February 1968’s Monthly Labor Review concluded that, “Manmade fiber (cel-
lulosic and noncellulosic) is, perhaps, the most important and far-reaching tech-
nological factor to have affected the textile industry. The particularly rapid
growth of noncellulosics (nylon, polyester, acrylic, spandex, olefin, and other
fibers) reflects the chemical industry’s outlays for R and D, and for promotion,
and the advantages to some processors of lower unit labor requirements, rela-
tively stable prices, and less waste . . . Despite considerable research in and
promotion of natural fibers, manmade fibers may nevertheless account for as
much as 65 percent of all fibers consumed by 1975, with major growth in
noncellulosics.”

* * * * ® * L3

The mid-January 1968 Tariff Commission report reached the same general
conclusion. i

“Within the U.S. textile industries, changes of great magnitude were taking
Dlace. From 1961 to 1966, the annual U.S. mill consumption of all textile fibers
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expanded rapidly, rising from about 6.6 billion pounds to about 9.0 billion.
This annual growth rate, amounting to about 6.5 percent, was several times
higher than in the previous decade. Virtually all of this increase was attribut-
able to manmade fibers, the aggregate consumption of which increased by 1.9
billion pounds from 1961 to 1966. Whereas manmade fibers accounted for about
31 percent of the total U.S. consumption in 1960, this proportion rose to about
45 percent by 1966. The share for cotton declined from 62 percent to 51 percent
in the same period, and that for wool from six percent to about four percent.

“This dramatic shift in the fiber composition of consumption also had a pro-
nounced effect upon the technology and the traditional structure and organiza-
tion of producing industries. With the emergence of large chemical concerns as
important producers of textile fibers, sizable and increasing amounts of capital
were invested in the development of new products, new processing technology,
and market promotion, while the use of manmade fibers often resulted in the
simplification, or even elimination, of some processing operations. Modern man-
agement techniques, and the introduction of new, sophisticated, high-speed ma-
chinery resulted in greater efficiency. New products, such as laminated fabrics,
were introduced with increasing frequency and gained wider consumer accept-
ance. As these changes occurred, often at an accelerating rate, many small con-
cerns, lacking adequate capital resources, found it increasingly difficult to ad-
just to new conditions of production and marketing. Partly as a result of this
difficulty, notably in the past decade, there was a pronounced tendency toward
merger and consolidation within the industry, and larger companies have thus
accounted for a greater share of the market.”

‘We submit that no segment of the United States textile industry, including
cotton, can economically justify the need for protective import quotas.

And, because the manmade fiber textile sector is the most progressive and
competitive of all the major fiber groups of the huge industry, it seems rather
self-evident that of all the many components of the American textile complex,
those involving manmade fibers can make the least legitimate claim for import
quota protection.

Industry future

Although United States textile industry spokesmen constantly and consis-
tently express fear for the future in discussions with Members of Congress and
with Administration officials, a fear they attribute almost exclusively to the
threat of imports, most impartial economists, investment brokers, and textile
technicians are agreed that the future for the overall complex appears bright
and promising.

And, most leaders of the industry itself agree with this optimistic forecast
when they report to their respective stockholders or seek additional financing.

Thus, what started out as the golden decade of textiles in 1957 may well
progress into the golden age for the American textile enterprise, for practically
every indication of the immediate and even distant future suggests continued
growth in demand, in supply, and in profits.

£ E3 B3 ES * s *

In the May 2, 1968, issue of the trade journal, America’s Textile Reporter,
James S. Parker, Director of Technical Services for the ATMI, predicted that
the United States textile industry “will experience unprecedented growth in
the next ten years.”

Barring unforeseen circumstances, he declared that the industry will have
to be 509 larger 10 years from now to meet increased demands of the buying
public, the military and the government, and the needs of other industries. By
the year 2,000, he said that the industry would have to be two and a half times
as large as it is today.

In the Centennial Issue of Textile World, “The Pace of Change: Textiles 1868—
2068,” April 1968, McGraw-Hill’s chief economist, Douglas Greenwald, authored
a section entitled “An Economic Forecaster: How Has the Past Shaped Up and
‘What’s Ahead for 2068?” :

Specifically addressing himself to “Textiles,” the economist declared that,
“Within the framework of population and output growth over the next 100
years, textile mill production will grow 2810%, or an average of 3.49 per year,
compared with a 35119, growth in the past 100 years, or 3.7% per year. The
rate of growth will decline gradually after the next 20 years. In the two decades
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from 1968 to 1988, textile mill output will increase at an average of about four
percent per year. But by 2048-2068, textile mill production is projected to rise
at an average rate of 2.8% per year.”

Standard & Poor’s Industry Surveys on “Textiles and Apparel,” dated
December 7, 1967, estimated that, “Over the next few years, annual growth may
be in the area of four to, five percent, with apparel markets growing at a slightly
higher rate, home furnishings at from six to seven percent, and industrial
markets from three ot four percent. . . Confidence in future markets is indicated
by manufacturers of synthetic fibers, with a leading producer projecting industry
shipments in 1972 some 439, greater than 1966.

“The ability of the industry to capitalize on the larger potential market was
materially strengthened in recent years through the development of more pro-
fessional marketing techniques, greater emphasis on product development (creat-
ing an obsolescence factor), and expansion of advertising outlays.”

Goodbody & Company, a major brokerage firm, concluded in April 1968 that,
“The industry has learned to, live with such problems as growing imports and
rising wages. The emergence of large integrated mills staffed with professional
management has greatly strengthened the textile industry’s financial position
and enhanced the investment attractiveness of the group. . .

“The outlook is for some increase in imports this year, especially synthetics.
However, we believe that the U.S. textile industry’s ability to meet competition
through quality, service, new technology, and highly efficient facilities will go
far to stem the inroads made by imports.”

JAPANESE TEXTILES
Some misconceptions

The United States has been Japan’s major textile export market since the
ends of World War II, just as Japan has been America’s largest overseas cash
customer for agricultural and industrial goods.

But there are a number of significant current general misconceptions regard-
ing Japanese textiles shipped to this country that ought to be corrected. Some
of the principal ones, though rather obvious, need to be mentioned in the context
of these hearings. !

(1) Almost all of Japan’s textile exports are sent to the United States.

(2) Almost all of Japan’s textile exports have increased every year.

(3) Japan manages to fill every group and category of cotton textiles that
it is authorized to ship to this country every year under its bilateral agreement.

(4) Japan should not concentrate on certain textile exports to the United
States, but should diversify its textile exports more.

(5) Japan can export any textile item it desires for successful sale in the
United States.

(6) Japanese textile imports have a tremendously direct and adverse impact
on the American textile industry.

United States share

Of the $1.697 billion in textile exported by Japan to all countries in 1966, only
$420 million, or 24.89%, was destined to the United States.

Of the $1.642 billion in textiles exported to all the nations by Japan, only
$374 million, or 229, was shipped to this country last year.

‘While Japan depends upon its textile exports to the United States to serve
as a major earner of dollars with which it can continue to purchase large quanti-
ties of American goods, Japan is trying to develop and expand export outlets
to other countries because its leaders well understand the danger in relying on
one or a few nations for its export trade.

Exports decline ;

Just as total textile imports from all sources decreased in 1967 from their
1966 record high, so J apanese textile exports to the United States in 1967 were
considerably lower than in 1966.

Accordmg to the Institute of Textile Trade Research and Statistics, Japan’s
textile exports to this country were reduced from $419,959,000 in 1966 to $373,-
612,000 in 1967, a loss of $46,347,000. (See table on page 54)

Of the 19 export categorles hsted only two (rayon fabrics and wool cloth)
showed an increase in quantities over the previous year. All 17 of the other
categories showed decreases.
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Base upon export data available for the first few months of 1968, Japanese
textile exports may be expected to increase slightly from its 1967 level. In this
connection, it should be remembered that United States production of textiles is
expected to increase by 447 million pounds this year over last, according to the
Textile World' s projection.

JAPANESE EXPORTS TO UNITED STATES OF AMERICA

[in millions of dollars]

Category 1966 1967

Cotton fabrics___ 39,952 36,213
Raw silk. - 7,670 1,814
Spun silk y: 958 518
Silk fabrics.. 13,062 9,625
Rayon yarns_
Rayon fabrics 11,613 15,336
Rayon staple_.__ 1,0 531
Spun rayon yarns__ 933 630
Spun rayon fabries_________________ ... 6,818 3,360
Synthetic staple________________ ... 16,372 8, 380
Synthetic yarns_________ ... 2,311 1,944
Synthetic fabries_______ .. 30, 302 24,151
Wool materials_____ B, 1,062 459
Wool yarns . el 10, 892 8,924
Wool fabrics .. 58,097 65, 030
Wool specialty fabrics_____________ ... 536 533
Linen textiles. . il_.. 2,636 1,530
Madeup goods ! ______ . 211,012 192, 556
Textile wastes - . 3,922 2,026

Totalo o e 419, 959 373,612

*Madeup goods include knitted goods; towels, blankets and bedspreads; scarves and handkerchiefs; household goods;
wearing apparel; fishing nets and twine; floor coverings; hat and hat bodies; and miscellaneous goods.

Although cotton textiles are under strict export quotas, cotton fabric exports
for the January—April 1968 period were 36.277 thousand square yards as against
36.263 thousand square yards for this same four-month period last year. In 1967,
Japan was able to fill only 799 of its cloth quota, so even with this slight increase
it can be anticipated that the total for the year will still be considerably under
the agreed upon restraint level.

For manmade fiber textiles, different computations were provided us. For the
first three months of 1968, Japanese exports of manmade fiber and silk textiles
totaled $13.240 million. Projected at this rate for the full year, the amount would
be $52.960 million, as compared to $64.527 million for 1967.

As for made-up goods, 1968 exports for the January-March period were valued
at $39.644 thousand, compared to 1967 exports for the same period of $39.282
thousand. This includes all fibers.

Bilateral agreement experience

More than half of Japan’s textile exports to the United States are restricted
under its current bilateral cotton textile agreement with this country.

Previously, Japanese cotton textile exports to this country have been subject
to, first, “voluntary” export quotas for 1956 when they covered only a few items;
then, “voluntary” export quotas on all cotton textiles from 1957 to 1961; and,
lastly, negotiated quotas under authority of the LTA from 1962 to the present.
Japan negotiated bilateral agreements with the United States as provided in the
LTA.

JAPANESE QUOTA PERCENTAGES PERFORMANCE

[In percent]

Year Fabrics Made-up Year Fabrics Made-up
goods goods

75.4 88.2 92.0

92.1 92.2 94.7

90.8 100. 4 98.7

80.8 98.9 97.6

87.6 79.0 81.8
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Since there is a proviso that group quotas could not be exceeded by more than
five percent, in actual fact, as Hickman Price, former Assistant Secretary of
Commerce testified to congressional committees, Japan has “lived up” to her quota
commitments and never exceeded any of the many quota ceilings.

With the exception of only one year in cotton fabrics and three years in cotton
made-up goods, in 11 years Japan has not been able to fill its quota ceilings.

Beginning January 1, 1968, Japan and the United States entered into another
three year Bilateral Agreement. For this year (1968), Japan may export a total
of 373,077,000 square yards equivalent of cotton textiles to the United States—
162,856,000 square yards in fabries, 204,000 square yards equivalent in made-up
goods, 144,040,000 square yards equivalent in apparels, and 12,977,000 square
yards equivalent in other cotton textiles. Within the four groups, a number of
specific item limitations are included, thereby restricting even more the more
popular export merchandise.

The actual performance record for the past 11 years clearly evidences that the
1mpact of Japanese cotton textiles is not so strong and compelling that its care-
fully rigged and structured quotas can be filled every year. Quite to the contrary,
even when importers know that only a certain predetermined quantity of cotton
textiles are available, they are not able to import that total because there is not
that much demand in the United States for certain goods.

Before quota controls, Japan serviced about 709, of the United States cotton
textile import market. Now, after 11 years of such artificial limitations, Japan’s
share of this same market is about 17%. And, the number of exporting countries
has proliferated tremendously and many economists wonder whether the import
market for cotton textiles would have been so great had Japan been allowed to
remain the dominant supplier.

Diversification ewperience

After Japan began to export textiles to the United States after World War II,
American textile industry leaders and U.S. government officials urged the Jap-
anese to diversify their textile exports in order to avoid charges that it was con-
centrating on only a few items.

Japanese industry leaders and frovel nment officials recognized the wisdom
in this suggestion, and acted accordingly.

Japan began to export cotton tapes, Wilton carpets, Typewriter ribbon cloth,
tubular rugs, etc.

But whenever Japanese exports began to substantantially enter such special-
ized markets, the United States textile industry reacted strongly and com-
plained that the Japanese were threatening to destroy their markets.

Economic restrictions on imports

While more than half of all Japan’s textile exports to the United States are
rigidly restricted by import quota agreements, the other half—wool, manmade,
silk, and combination fibers—is largely restricted by competitive and economic
considerations involving all Japanese textiles.

In addition to the usual and customary handicaps and hazards of the inter-
national trade in textiles, such as tariffs and nontariff barriers, ocean freight
and insurance, long freight hauls, lead time, spot transactions, changes in
fashions or demand, as well as domestic supply, and small profit margins, the
American importer of Japanese textiles often has to face the additional gambles
of communications difficulties, language gap, cultural difference, business prac-
tices, and prejudices against the “Made in Japan” label.

Moreover, the inexorable economics of comparative advantages dictate that
only a relatively few Japanese textile products can be profitably exported to the
United States.

In piece goods, for example, a sworn witness with more than 30 years experi-
ence selling Japanese fabrics testified to the Tariff Commission last November
(1967) that, even if all the different constructions of cloth woven in the United
States were available in Japan, only about five to eight percent of all the many
constructions could be exported to this country and sold profitably. This realistic
appraisal defines the very narrow limits of those textile fabrics—cotton, man-
made, wool, silk, and mixes and blends—atha‘t may be entered economlcally into
American competition from Japan.

In made-up goods, another sworn w1tness, this one with 33 years of experience
as an importer and 27 years as an American textile manufacturer, testified that
many lines are more expensive in Japan than in the United States. He declared
that there are “peaks and valleys” as to the merchandise he could import from
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Japan, much depending on the status of United States production and demand
at the moment.

On the other hand, after years of costly trial and error, he has developed a
specialty in importing certain types of wearing apparel and household wares
for price lines formerly serviced by American industry. Domestic companies
deliberately dropped these lines in favor of more profitable items, even though
certain consumer demand continued for this price merchandise. So this importer
brings in the less expensive clothing and household goods that are so essential
to the poor and the poverty stricken, and which are largely ignored by domestic
producers. He explained that for people who need transportation and cannot
afford Cadillacs, Fords are part of the answer. He explained further that many
people cannot afford “to eat cake, so I provide them with bread”.

The harsh economics of international trade restricts substantial Japanese
textile exports largely to two major categories of textile goods—Ilabor-intense
items and occasionally exported products to fill unexpected shortages in supply,
such as those created by new innovations, as was the situation involving per-
manent press fabrics in 1966.

These same competitive factors practically foreclose the American market to
significant Japanese textile exports in mass production merchandise in which
United States efiiciency and techniques are unsurpassed, in certain specialized
constructions that cannot be either duplicated in Japan or only at rather pro-
hibitive costs, and most items in which faghion is the dictating factor.

Unique contributions of Japenese imports

Rather than reciting statistics on individual imports, which are more readily
available to members of this Committee than they are to us, may we make some
general observations regarding Japanese textiles that may help to summarize our
belief that an American policy of freer, nondiscriminatory trade in textiles will
be in the national interest of the United States.

The Japanese textile industry has a longer record of cooperative relationship
with the United States than any other Japanese, or probably Asian, industry,
for Japan began to purchase American raw cotton in the post-Civil War period
a hundred years ago.

The Japanese textile industry has never attempted to “destroy” or cripple the
market for American textiles. As a matter of record, more than ten years ago
when the United States textile complex was suffering in a depression, it was the
Japanese who ‘“voluntarily” surrendered part of her import share by imposing
export controls in the hope that the American combine might be able to become
more competitive and economic through modernization and innovation.

More than 509% of Japan’s annual total textile exports to this country are
severely and completely limited by the Bilateral Cotton Agreement. Most of the
remaining half is subject to the direct and indirect controls of the competitive
economic marketplace.

Japan cannot compete in the area of industrial textiles, for American mass
production makes these textiles immediately available for industrial usage at
prices Japan cannot match.

Certain Japanese imports do not have direct American counterparts. Some of
these are purely Japanese goods, such as yukata cloth, kimono, ete. Others
simply are not produced in the United States for one reason or another, such as
shell sweaters, lightweight habutate silk, and certain rayon filament fabric.

Certain Japanese goods cater to different trades or markets than their United
States duplicates, such as table damask. The Japanese import is for gift purposes
and the American for institutional uses. Lightweight Japanese hand-printed,
multi-colored fabries are not copies in the United States, though some imported
dyed fabrics are used for linings, while the American counterpart is used for
dresses.

Certain Japanese apparel and household wares are brought in to replace price
and merchandise lines that were voluntarily dropped by United States producers
in their bid to upgrade new lines for bigger profits.

Certain Japanese goods have developed their own new markets in the United
States, into which American producers have subsequently moved, such as light-
weight wool gloves, tubular rugs, tabi slippers, judogi sports jackets, kendo
pajama sets, ete.

Certain Japanese items are imported by American companies, often through
unidentified third parties, to fill shortages in supply, such as certain ginghams
and more recently polyester-cotton, for the durable press sensation fad only a
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year and a half ago. Once domestic production is geared for such specialized
output, Japanese imports fall off sharply, 80% in this case in less than a year.

Certain Japanese fabrics are imported in the griege state and finished in the
United States, such as noncellulosic filament fabrics.

Certain other Japanese cloth is imported, further processed in the United
States, and re-exported to third countries, usually in Latin America, such as
spun yarn fabrics, nylon sheers, ete.

Certain Japanese imports are entered after licensing by and the payment
of royalties to United States companies, as for certain manmade fiber piece
and made-up goods using such as acrylic fiber, licensed by Monsanto.

Also, certain Japanese imports compete in the United States with American
products made in this country under license to a Japanese, again in the man-
made fiber field, such as polyvinyl by Kurashiki Rayon.

Certain Japanese articles once dominated the American market, such as Toyo
Cloth Caps, and have since almost disappeared.

Beyond this, Japanese textile weavers are willing to sell shorter minimum
runs than most American mills, so that experimentation can take place on a
limited basis.

Another example of the extra advantages offered by some Japanese textiles
is in multicolored screen printing. The Japanese run such many-colored fabrics
in 18 screens at a time, while the maximum American competition is about
eight screens. :

Comprehensive import quotas not warranted

‘When one considers the character of most Japanese textile imports, and their
limited selective impact on American competition, one can question reasonably
the demand on the part of the United States industry for across-the-board,
all-inclusive import quotas that would restrict every Japanese textile import,
regardless of fiber, end use, and contribution to the national welfare.

Why, for instance, should certain Japanese items that can fill a military
requirement in times of national emergency be restricted in advance?

Why should certain Japanese textiles that can be rushed in to help satisfy
an unexpected domestic shortage or demand be limited by advance ceilings?

Why should native Japanese articles not manufactured in this country be
placed under quota? :

Why should certain textiles no longer manufactured in the United States for
any reason be curtailed? .

Why should certain goods that are needed by certain citizens but which were
eliminated by management decisions to seek higher profit in other lines be placed
under ceilings? :

Why should Japanese textiles entered for further processing and then re-
exported to third countries be controlled?

Why should import “ideas” that develop new markets into which American
producers later move be penalized with restraints?

Why should the American consumer be forced to pay higher prices for United
States products made in uneconomic, uncompetitive, and “protected” mills and
plants? |

We cannot believe that these, and similar questions, can be answered with the
simple reply of total import quotas on all Japanese textiles.

Japanese mawmade fiber textiles

Since Japanese cotton textiles are under negotiated export quotas, and since
the quantity of Japanese manmade fiber textiles to the United States have in-
creased over recent years, it may be worthwhile to examine the nature of some
of these Japanese manmade fiber textile exports to this country.

As a preliminary, however, it may be useful to indicate the ratio of manmade
fiber textle imports to United States production, keeping in mind that the fore-
going percentages are for all imports from all countries. Thus, the ratio for
Japanese exports will be substantially less than the ratio given for all imports
from every source. :

In manmade fibers for 1966 and 1967, the ratios for total imports to American
consumption were 13.89% and 11.89, for rayon and acetate staple, 8.1% and 6.9%
for noncellulosic staple, and 9.09% and 7.49 for all imports in this classification.

In manmade fiber yarns for 1966 and 1967, the ratios were 0.5% and 1.1% for
rayon and acetate yarns, 1.19% and 1.49 for noncellulosic yarns, and 0.8% and
1.39% for all imports in this category. '
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In manmade broadwoven fabrics, the ratios were 4.49% and 3.09% for 1966 and
1967, respectively, in this class. .

These percentages demonstrate how little impact all manmade fiber textile im-
ports have had on the United States manmade fiber textile combine, which is
more efficiently competitive with imports than any other fiber sector of the
American textile industry. Its competitive ability has enabled it to dominate
the United States textile market so completely that only a trickle of imports
are entered under the present policies and tariff rates.

There are a number of Japanese manmade fiber fabrics which are not woven
in the United States.

These include (a) rayon georgette crepe and other similar crepes, (b) rayon
habutae and bemfany, (c) rayon fancy weave and other similar weaves, (d)
spun rayon gingham, (e) other spun rayon fabrics, (f) synthetic crepe fabrics,
and (g) polyester sheers and taffeta.

Regarding rayon georgette crepe and other similar crepes, we are informed
that almost all Japanese crepes are twist-processed on fine viscose or fine cupra
of 30 to 50 denier yarns. Although twist-process equipment exists in this country,
such equipment handles the coarser yarns, from 75 deniers and more. Fine crepes
are not produced in the United States and integrated processing of such fabric
is non-existent here because of the labor costs involved.

Last year, Japanese exports of georgette crepe amounted to 21,692 thousand
square yards, sheer crepe to 385 thousand square yards, and other find crepes to
27 thousand square yards.

As for rayon habutae and bemfany fabrics, we understand that these are woven
with fine cupra yarn of about 40 denier, which is not produced in the United
States, again because of its labor-intense character.

In 1967, Japanese exports of habutae were 1,432 thousand square yards and
bemfany 2,396 thousand square yards.

Insofar as rayon fancy weave and other similar weaves are concerned, our
information is that brocade cloth threaded with metallic yarn and many other
kinds of fancy weaves processed in small quantities are shipped to the United
States, mostly on special orders. The high labor content involved precludes their
American production.

Exports from Japan last year accounted for 2,935 thousand yards in the fancy
weaves and for 8,957 thousand yards in other similar weaves.

Spun rayon ginghams are not produced in the United States, which features
cotton gingham fabrics and polyester and cotton blended ginghams. The same
explanation of labor-intensity and equipment is given for “Other spun rayon
cloth”.

A year ago, Japanese export of spun rayon gingham was 2,493 thousand square
yards and of “Other spun rayon fabrics” 2,387 thousand square yards.

Synthetic crepe fabrics, of fine twisted yarn, is seldom woven in the United
States on account of its high labor requirements. Some 6,080 thousand square
yards were exported to this market from Japan in 1967.

Concerning polyester sheers and taffetas, the former is woven with 30 denier
yarn as against the 40 to 50 denier yarn of the United States, while the latter
is woven of 50 denier yarn, of which there is little production in this country.
Last year’s Japanese exports totalled 5,441 thousand square yards of polyester
sheers and 4,534 thousand square yards of taffeta sheers.

There are also many Japanese manmade fiber textiles that are imported into
the United States for further processing.

Of course, such manmade fiber items as staple, yarn, and cloth come in this
category.

In greige manmade fiber fabrics, however, which are exported to this country
for further processing, these were among the exports last year from J. apan (1)
100% filament rayon/acetate—S8,065 thousand square yards, (2) 119, filament
synthetic—37,536 thousand square yards, (3) 1009 spun rayon/acetate—S8,524
thousand square yards, (4) 1009 spun synthetic—6,591 thousand square yards,
(5) mixture rayon/acetate—470 thousand square yards, and (6) mixture syn-
thetic—1,000 thousand square yards.

Imports of manmade fiber greige goods from Japan decreased 389 last year,
as compared to 1966.

We have also been informed that considerable quantities of Japanese manmade
fiber greige goods are imported into this country, further processed, and then
re-exported to third countries. Unfortunately, data on these fabrics which are
included in the import statistics are not available to us.
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Among Japanese manmade fiber textiles which, we have been told, cannot
be exported and sold successfully in the United States even after the five-year
Kennedy Round tariff reductions are achieved, include such fabrics as vinylon
staple fiber ; satin, shioze, and fujiette rayon fabrics; nylon and twill synthetic
fabries ; and synthetic fabrics for industrial uses.

As we commented earlier, of all United States textiles those of manmade
fibers have the least reasonable economic excuse for requesting import quotas,
based upon their competitive status in this country and in the world.

And Japanese manmade fiber textile exports are such that the justification
for asking for import quotas are even less compelling.

Of incidental interest in this connection may be the data concerning Japanese
imports of American manmade fiber yarns and fabrics. In 1966, the total dollar
value of United States manmade fiber yarns exported to Japan was $2,324 thou-
sand and in 1967, $1,453 thousand. In fabrics for these same years, it was $489
thousand in 1966 and $749 thousand in 1967.

Import quota effect

All of the specific import quota bills currently pending to impose absolute
limitations on United States imports, and most—if not all—-of the general omni-
bus import quota measures that would include textiles, are based solely upon
imports. |

No consideration is given as to whether these imports have had any adverse
or salutary impact on competitive American products or on the overall textile
complex generally. Or, any projection as to the future consequences of textile
imports. i

* % = * * ® *

Furthermore, although negotiated arrangements and agreements now in force
are to be determined subsequently or recognized in these bills, there is little ques-
tion that the textile exporting countries are aware of the special circumstances
of these discussions and consequent pacts. They readily understand that what is
contemplated is not truly negotiations in the diplomatic sense between “equals”
or “near equals.”

The whole setup is strictly one-sided. Foreign governments find themselves in
the somewhat awkward situation that unless they “capitulate” to United States
terms, they may suffer such drastic consequences that they are eliminated as
factors in the American textile market. In a sense, this may well be described by
some as “economic blackmail”, by others as akin to having a loaded weapon di-
rected against one’s head, with the understanding that unless there is a
“surrender”, one is simply triggering his own demise.

The procedures and other vital matters are not set forth in the proposals
definitively. For example, one wonders how the breakdowns for textiles will be
accomplished. Will it be on the basis of fibers, or on stages of manufacture, or
on commodities, or on end uses? .

And, as difficult as the specific textile imports quota proposals are to understand,
the general comprehensive imports quota measure is even more complicated, un-
clear, and confusing. '

If so many problems as to definitions and administration are to be left to
executive discretion, not only would an impossible burden be placed on the Ad-
ministration but also tremendous responsibilities, with the potential for in-
tensive pressures from both domestic and foreign sources looming as a major
factor.

@ £ £ £ ‘ * £ *

Moreover, based upon their rather grim experiences with the L'TA, where uni-
lateral United States interpretation of “market disruption” and imposition of
“restraint levels” have indicated how far American protectionism may go, tex-
tile exporting nations know that such arrangements and agreements, though
perhaps intended to be temporary expedients at the time, too often extend into
permanent law. ‘

Accordingly, to try to measure what might happen to certain textile imports
in general and from Japan in particular if the import ceilings were based on the
average of such imports for the 1961-1966 period, as established in the specific
textile import quota bills, we attempted to ascertain these averages for the
designated six years to compare with 1967 imports.
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Without vouching for the accuracy of these projections because there are so
many factors that should be taken into consideration that may not have been,
we have projected some sample estimates.

In manmade fiber imports, there would be about a 269 reduction from all
countries, with Japan losing about six million pounds.

In manmade fiber yarns, there would be about a 63% loss in imports from all
nations, with Japan losing more than two million pounds.

In manmade fiber fabrics, there would be about a 339 decrease in imports from
all sources, with Japan losing about 51 million pounds.

On manmade fiber textile made-up goods, there would be a reduction of about
489, on all imports from all countries.

On manmade fiber knitted goods, there would be a cut of some 489, in total
imports.

On manmade fiber wearing apparels, the reduction would amount to some
68%.

And, on manmade fiber floor coverings, the drop would be in the range of about
66%.

On a number of specific manufactured items that would be most affected by
the proposed ceilings, we have had estimated some sample effects of the imposi-
tion of the specific textile quota bills.

On not-knit manmade dress shirts, for example, the total imports would be
reduced by about 87% and Japan’s share by about 83%.

On not-knit manmade fiber trousers, total imports would be cut 359 and Japan’s
share 36%.

On not-knit wool suits, total imports would be dropped 50%, with Japan’s share
also being cut 50%.

On manmade bed sheets and pillow cases, total imports would be almost
excluded, with total imports being decreased by about 999% and Japan’s share
by about 98%.

On manmade fiber sweaters, the total cut would be 809 and Japan’s share
some 63%.

On manmade fiber knitted outerwear and other articles, except sweaters, total
imports would decrease by about 67¢, and Japan’s share about 629%.

On tutular rugs of manmade fibers, total imports would be 59% of 1967 im-
ports, with Japan’s share being about the same 599.

On manmade fiber fish netting and fishing nets, total imports would be reduced
by about 57%, with Japan’s share about 55%.
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These selected samplings indicate that the depth of cuts for so many textiles,
especially in the manmade sector that least warrants any additional protection,
are so exclusionary that many countries may be forced to cut back drastically
also on their annual purchases of United States goods and services.

That textile exporting countries are most concerned about these textile quota
bills is witnessed by the report that “more than 60 nations” have already regis-
tered official protests with the State Department on these and other import limita-
tion legislation, according to nationally syndicated columnist Marquis Childs in
The Washington Post for June 17, 1968.

* * ® = ® 3 s

That the enactment and enforcement of these textile import quota bills would
result in the establishment of a huge bureaucracy should not be ignored. These
bills would impose import quotas, which are quite different from the LTA limita-
tions which are export controls in that exporting countries supervise and admin-
ister the many group and category limitations.

And, the imposition of import quotas will not assure that the domestic textile
industry will continue to maintain their operations on products it may desire to
eliminate for various management reasons. For instance, it has been called to our
attention that on May 3, 1968, Congressman Samuel Stratton of New York had
to intervene with Mohasco Industries to postpone for at least six months its de-
cision to shut down all Wilton carpet weaving in Amsterdam that would elimi-
nate 500 jobs by the end of the year in that community.

In this connection, Congressman Stratton had joined with other law-makers,
including Senators, to persuade the President only last fall to reverse a Tariff
Commission finding and continue high protective tariffs on Wilton carpets to
“protect” American jobs. But, it was not permanent import protection from im-
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ports that Mohasco wanted, though it argued for such relief at three different
Tariff Commission hearings, but rather other opportunities to engage in more
economic and profitable operations. i

With this recent example in mind, we urge that if these import quota bills are
to be enacted in spite of Administration and economic warnings, the least that
should be done to assure the government and the people that the textile industry
in good faith will attempt to become more efficient and competitive, government
inspection of books, facilities, management, and operation should be directed to
insure that certain few sectors of the textile complex will not take advantage of
the special sanctuary to continue in business without attempting to modernize
and rationalize their enterprises and operations.

If the American people are to be deprived of the benefits of freer, nondiscrim-
inatory textile trade, then it seems only reasonable and logical that the bene-
ficiaries of public largess be required to demonstrate continually that they are
not violating the confidence and subsidy of import quota protection.
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Of course, we do not believe that textile import quotas are warranted by any of
the economic facts, especially since there are adequate provisions to help “in-
dustries”, companies, and workers who need such aid in existing and proposed
legislation.

For “industries”, the escape clause, the countervailing duties, the anti-
dumping, and similar statutes remain on the books to provide required import
relief when such remedies are needed. ;

And, the Administration’s trade bill ! liberalizes the adjustment assistance
procedures to enable firms and workers adversely affected by increased imports
to receive certain allowances to “help” in their adjustment needs.

Thus, since there is no legitimate economic justification for the imposition of
textile import quotas, and since such imposition would not only reverse historic
American trade policy but also invite drastic retaliation from other countries
that will more than offset any temporary gains that might accrue to the United
States textile industry, we urge that this Committee and the Congress act
favorably on the Administration’s trade measure, and reject—now and for the
future—all arbitrary and comprehensive textile import quota legislation.

Mr. Burke. Thank you very much. Are there any questions?

Mr. Lanoruar. Mr. Masaoka, it occurs to me that your statement
fails to take into account—whether intentionally or unintentionally I
will not say—the real problem with which this Congress is concerned.
We are not unmindful of the value of our exports to Japan. We recog-
nize that it is a valuable source of income to our trade picture.

I believe that all Americans appreciate that fact. We are not un-
mindful, moreover, of the cold, hard fact that in order for us to have
and enjoy that trade relationship there must be some exchange, some
reciprocity, but as I listened to your statement it occurs to me that you
are completely overlooking the fact that what we are concerned about
here is the increase in imports relative to production and consumption.
. I see no place in your statement where you take that into account. It
is this relative position of the output of the industry to the consump-
tion that Congress is concerned about.

What we are concerned about is where or when do these import ratios
reach an unacceptable level. I don’t feel that our effort here is as you
suggest or as you state, with an import quota bill to put a gun to any-
body’s head, and certainly it is not putting a gun to anybody’s head any
more than you have suggested that Japan is putting a gun to our head
1f we don’t keep this market open to her and let her have whatever
amount of it she wants. ‘

_We are perfectly agreeable to have a fair exchange of trade in tex-
tiles and other products because, as I said in my opening remark, we
recognize the value to this Nation. But we don’t accept the fact that we
have to turn over completely any segment of our economy and throw
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away American jobs just to keep Japan or any other nation from re-
taliating against us. I don’t enjoy sitting here listening to you say that
we are putting a gun to Japan’s head and turn right around in the next
statement and say Japan is going to put a gun to our head if we don’t
let Japan have it.

That is about the extent of your statement as I see it.

Mr. Masaora. Mr. Chairman, I am sorry if T misstated it. T thought
I made clear that the statement concerning retaliation was suggested
by Mr. Freeman last week in his testimony to this committee.

Now, as far as the suggestion made about the Japanese coming to
this market, we think that it should be definitely a two-way street. We
urge this.

Mr. Lanorum. But in establishing a two-way street, Mr. Masaoka,
let us keep in mind that the present concern of this Congress is true
reciprocity—a real two-way street.

What we are concerned about, what this Congress is concerned
about, is not preventing the nation of Japan or any other nation from
coming in for their fair share of our market. What we are concerned
about is when have we reached this ratio between production and con-
sumption that it becomes unacceptable and then a threat to our own
employment in this country. :

We would, T think, appreciate Japan’s own concern about our inva-
sion of any market that she has. Of course, of the products you men-
tioned that we are fortunate to sell to your nation, the great majority
of them are unavailable to Japan in Japan’s own natural resources
or in her own economy.

I quite understand that and I recognize that the degree of effi-
ciency that the Japanese nation has reached in the production of
textiles is just about as high as any nation has ever reached. We don’t
complain about that, but what we are concerned about is that we
don’t feel that this industry in this Nation that furnishes employ-
ment to more than a million people is entirely expendable just to
keep Japan satisfied.

Mr. Masaoxa. I just want to clarify this. As far as the textiles are
concerned, Congressman Landrum, we think that the overall impact
of imports is not bad. The Tariff Commission has examined this. It
came to the same conclusion. We are saying that if there are particular
imports that do have an impact there are ways to take care of that,
but why put a protective cover over the entire industry when it doesn’t
need it. How does one account for the fact that the industry is doing so
well if imports overall have this tremendous impact.

I could site statistics if you wish, Mr. Chairman, into the record,
but I don’t think it is necessary because they are already in my printed
brief, but if you will go through the record for the past 10 years you
will find the profit margin has increased, the production overall has
increased, the dividends have increased, almost every economic factor
that we can think of has increased, Mr. Chairman.

Under these circumstances we feel that the selective import ap-
proach is a proper approach, particularly since by allowing Japan
to ship to this country it would allow her to generate the money with
which to buy these goods.

Tt is as simple to us as this. We are not threatening anybody. When
I say “we” I mean in the context of this particular country. It just
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makes sense that a country like Japan, with practically no raw re-
sources, if she cannot earn the dollars with which to buy American
goods, what is she going to do? She just cannot buy any more and this
is the proposition which we present.

Mr. Burke. Are there any further questions? Mr. Battin.

Mr. Barriw. I think I am sorry that you mentioned Secretary Free-
man and what we said because he has been wrong so many times that
it doesn’t hold much weight. ‘ ’

Mr. Masaoxa. Well, all I can say is, after all, he is the Secretary
of Agriculture and if he states this as a fact that he heard and in
testimony, I think that I should say that he said it rather than credit
it to somebody else. ‘

Mr. BarTiN. Let me reverse the situation a little bit if I may, be-
cause you talk about textiles but I represent a part of the country
which from time to time sells wheat to Japan for dollars. It wasn’t too
long ago I had the opportunity while in my district to visit with the
buyers that were there looking over the area to see what it was they
wanted. :

Mr. Masaoxa. Mr. Congressman, may I interject ?

Mr. Barmin. Yes.

Mr. Masaora. We talked so much about the tremendous increase
of imports to the United States of Japan textiles. Could you imagine
jljlfst.logyears ago that Japan would be eating so much wheat instead
of rice?

Mr. Barrix. I am glad they are.

Mr. Masaoxa. And that the wheat imports to Japan have increased
so tremendously. In other words, there are economic factors in'there.

Mr. Barrin. Let’s not get it out of context because they not only
shop here ; they shop in Canada.

Mr. Masaoxa. That is right. ‘ ' .

Mr. Barrin. They shop in Australia, and when they can get what
they want for their mills, they buy at the best price they can get. .

Now, if we can’t give it to them, they are going to get it from
Australia, they are going to get it from Canada, or some other country -
that can supply their needs at a price they can afford to pay, which is
fine. I mean that is a part of the%argaining. That is part of the trade
system. ‘

Mr. Masaoxa. If I may make a point there, though, Mr.
Congressman——

Mr. Barmin. Before you do, the point I am trying to make is a long
way around but I think it is—unless I misunderstood your statement—
you say that the efficiency of the Japanese industry is such that they
can produce and sell in our market, taking into account transportation
at a profitable rate and that if we can’t compete then maybe we should
go into something else. ‘

Do T understand you ? '

Mr. Masaora. Yes, but I think it should be pointed out that the
relative range of Japanese textiles, for example, in fabrics, is relatively
small. A witness before the U.S. Tariff Commission last November
with some 25 years of experience in selling fabries said that only about
10 percent of the fabrics which Japan produces can be exported and
sold successfully in the United States.

95-159 0—68—pt. 6——15
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In other words, there are things like mass production items and
%ther items in which Japan simply can’t compete with the United

tates.

Mr. Barriv. If this is true why is it that Japan has such rigid bar-
riers on allowing imports into Japan of U.S. automobiles? We can
produce them much better and export them at a profit but we are not
allowed to.

Mr. Masaora. I am all with you on that, Mr. Congressman. I be-
lieve that Japan ought to break down all the barriers and I think the
way to do it is to show the way. I think that Japan and other coun-
tries ou;iht to be encouraged in every possible way to get rid of their
import barriers because I recognize that the American genius for
production and innovation will probably be able to export much more
given a fair chance.

I am all for that, sir.

Mr. Barrin. Except I think their Government is concerned that we
would be earning too much by way of our export market with the net
result being an injury to the economy of Japan.

After all, if this money is coming out of Japan it could be harmful
to that particular country and so they have put up some barriers to at
least try to develop their own industry. Whether that is right or
wrong the decision has to be made by the Japanese Government, but
now I asked this question of another witness a couple of days ago
representing I believe the Italian importers: (he too was an American
citizen and was familiar with the operation of the Government struc-
ture in Italy). What chance would an American exporter have to
appear before the Japanese Diet to argue his case as you have argued
the case for the people that you represent? What opportunity is there
for an American businessman in this area ?

Mr. Masaora. I don’t know frankly, but I think here again, sir,
because Japan or other countries don’t do something should not be
a reason for us not to do something.

Mr. Barrin. That is a point which I worry about because if what
many have told us is correct—particularly relating to our own bal-
ance of trade, as set up against others—and we are not going to be
able to redeem dollars for gold, we will either run out of gold or put
a moratorium on redeeming dollars. What position does that put
Japan in? )

I think they would be as concerned as we are, realizing their reserve
currency isn’t necessarily dollars, but sterling. They have to be con-
cerned. We do a lot of shipping in Japanese bottoms which is an
earner of dollars. .

If you take this whole thing out of context and say you are talking
about Japan and the United States or any given country and the
United States, we are looking at a whole pattern of world trade, at
least the free world. .

We do have some problems and I don’t think you could sit there
and say that we don’t. :

Mr. Masaoga. I would be the first to say that we have problems. I
would be the first to say that we ought to do everything we can to
eliminate them, but in terms of trade balance with Japan, since the
end of World War II, with the exception of only 3 years, has the
trade balance been in favor of Japan.
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b JlA.ll other years it has been in favor of the United States, the trade
alance. ‘ .

Mr. Barrin. Hasn’t Japan recently made some investments in Korea
tqot Iglar;ufacture textiles and ultimately ship them into the United
otates ¢

Mr. Masaoxra. I don’t know, sir. |

Mr. Barriw. I think you will find that they have because if the fig-
ures we got, this morning are correct, the costs of production, of labor
that is, it is much cheaper in Korea than it is in Japan. Actually Japan
has to be a high cost producer as far as Asia is concerned and they are
looking out for their own interests by investing capital in a country
where they can produce cheaply and still remain competitive.

Our Government has slapped a freeze on the exports of capital. Our
businessmen can’t find themselves in the same position. You answer
this and I will close with this. Do you know whether the Japanese
Government has any restriction relating to the investment in Japan
of American industry ?

Mr. Masaoxa. In terms of textiles?

Mzr. Barrin. Or anything else.

Mr. Masaoga. I believe she does have some restrictions, but I think
again Japan is trying to liberalize these as fast as she can. I think,
sir, as we tried to explain—perhaps we didn’t do it as adequately as
we should have—in sum we think that it is in the American national
interest not to impose import quotas across the board. On a selective
basis on certain items there may be justification on a temporary basis,
but overall the textile industry isnot an infant industry.

As far back as 1812 they were petitioning the U.S. Government for
import protection and the question comes up—just as you say, Japan
is facing a problem of lower cost production elsewhere, and the ques-
tion comes up sometimes why do we in America also try to keep our
workers. :

Isn’t it better, even if it is difficult, to try to upgrade them and get
them into higher paying jobs with better conditions of work. If this
can be done we understand, for example, in South Carolina that the
textile industry is having a difficult time finding workers in competi-
tion with electronics and other things.

We think this is to the good. This is happening in Japan. This is
happening elsewhere. So we think that if an item or if a particular
industry or company or so on is uneconomic and uncompetitive,
whether it is in Japan or here or anywhere else, in the long run it
might be better if we allowed them to close down and allowed the
others to move on. This is I think the purpose of the adjustment as-
sistance provisions. ‘

Mr. Barrin. This would be pretty hard for me to understand in view
of past legislation where we recognized the textile industry as being
part of our national security.

Mr. Masaoka. I didn’t understand that. )

Mr. Barrin. I say it would be pretty hard for me to just write off
the textile industry in the United States since it has been a finding of
the Congress that as a matter of fact the textile industry is a vital
par of our national security, the same as steel.

Mr. Masaoka. Mr. Congressman, with all due respect I would say
that the textile industry is not near that kind of collapse. As a matter
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of fact, if you will go back into the record 10 years ago the textile
industry was saying exactly the same thing. They said if imports in-
creased they would be forced to shut down.

Instead over the past 10 years they have become more productive
than they ever were.

Mr. Bartin. Fewer companies, however.

Mr. Masaora. Yes, some companies have gone down, yes, but over-
all the industry is strong. It is a competitive industry. It is an eco-
nomic industry. It is the kind of industry America can use, but like
all other huge industries, 35 house different units, there are bound to
be some segments that are weaker than others and maybe we are help-
ing the total industry by letting them get rid of the weaker elements
in order to strengthen the whole.

You see, this textile industry has grown tremendously during the
past 10 years in spite of the inroads of plastics and paper, and these
haére taken tremendous quantities away, as you know, from the textile
industry.

For example, paper towels have replaced cotton towels. This alone
is tremendous. As a matter of fact, without trying to be facetious, one
person told me that if we got rid of the mini skirts and add 3 inches
: ’f{q egery skirt in America we wouldn’t have a textile problem of any

ind.

Mr. Barrin. I would say that might be all right. That is all, Mr.
Chairman.

Mr. Burke. It would also run into a lot of other problems.

Mr. Masaoxa. We might not be able to see them as well.

Mr. BurkE. Are there any further questions?

I would just like to point out to you a matter of trade balance. In
1961 according to the official figures the exports were $1,837 million
and in 1961 the imports were $1,055 million. In other words, the United
States has a plus trade balance of $882 million. In 1967 it shifted and
we have a deficit balance now of $303 million, which is almost a change
of $1,185 million.

In other words, the trade balance right now is in favor of Japan.

Mr. Masaoxra. I think in three of the years since the end of the war
I have acknowledged that.

Mr. Burke. I would like to ask you. Do you think it is impossible
to set up a policy whereby we don’t rollback imports—in fact they
allow a flexible increase to correspond with the gross national product
and domestic production—and this could be done without hurting say
the textile industry of Japan?

How would that hurt the textile industry of Japan?

Mr. Masoxa. You are putting on kind of a straitjacket on which
they could grow. For example, a Member of the Congress I think, and
perhaps a member of this committee, who represents a port area
pointed out that if you had this kind of quota, no matter how efficient
this particular port city became, whether they enlarge her port facili-
ties and everything else, she could only expand so much and therefore
that this would discourage ingenuity. This would discourage efficiency.

Mr. Burke. But Japan today has quotas on many products that we
manufacture and, as you say, it is a two-way street. I understand
the suggestion of traveling up one way of the street but the people
that you represent, your association, are not traveling back the other
way.
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How do you make it a two-way street when they have quotas over
there and you say it would have such a damaging effect if we estab-
lish this type of a system here ? ‘ )

Mr. Masaoga. Simply because, sir, that while textiles are the kinds
of products which Japan can export to the United States, we are in
an advantageous position in the production of agricultural products,
and so on, so we have this kind of economic advantage and this be-
comes a part of a two-way street.

The different vehicles are going the different ways, sir.

Mr. Burge. Do you think it is necessary for this country here to
allow the imports, say, to go up to 30 or 85 percent?

Mr. Masaoxa. Pardon me?

Mr. Burke. Do you believe it is necessary for the imports of this
country to go up to 80 or 85 percent as they are in some industries
without the Congress taking some action ?

Mr. Masaora. In the case of Japan, for example, our exports of
chemicals are much more than 35 percent and Japan is a producer
of chemicals. :

Mr. Burke. In other words, what you are saying to us is the textile
people should forget about what they foresee in the future and allow
these imports to come in here without raising their voice and without
anyone coming up with any answer?

I don’t believe that that is true. With the trade picture here the
way it is between Japan and the United States, which is beneficial
to both sides, and certainly I don’t think the Japanese people are
going to cut their nose off just to spite their face—I think they are
just as anxious for this trade to continue as we are—I can’t under-
stand why the business people over there can’t see the problem that
is being created and why they aren’t satisfied with a share of the
market that allows them to have a flexible increase in expansion and
yet doesn’t arrive at a result where they destroy an industry here
In its entirety. ‘

Mr. Masaora, Would the Secretary of Agriculture or Department
of Agriculture like that kind of escalating situation with Japan in
terms of our products ? :

Mr. Burke. When you bring his name up you hit a rather sore
spot here. I did not agree with his testimony the other day. I happen
to represent an industrial area and he said he was in favor of quotas
on agricultural products but not on industrial products, so you can
see that there is a little difference there in our understanding of what
the problem is.

Mr. Masaoka. I think this is exactly our problem too, Mr. Con-
gressman. You see it from your light. I see this from my light.

Mr. Burke. That is right and now what I am trying to find out
from you is if there isn’t some middle ground that can be met upon

_ whereby a solution can be arranged. You have given excellent testi-
mony and you have done a marvelous job on behalf of your association
and I give you a great deal of credit for the testimony that you have
put in here, but you have failed to come up with the answer.

Mr. Masaoka. I think the answer is already in existing law together
with the administration bill. We have an escape-clause procedure.

Mr. Burke. This isn’t what we hear. What would compel over 200

" members of the U.S. Congress to file these quota bills if there wasn’t
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some reason for it? Do you think that this just comes out of the air,
that these Congressmen are just here trying to keep the printing
department of the Government going, or do you think that they are
looking for some sort of publicity ?

Mr. Masaora. No. I think that as the President himself pointed
out, in all fairness you see a certain problem one way. The adminis-
tration and some of the others of ussee it the other way.

Mr. Burke. The textile people and the shoe people favored the
trade bill. I voted for the trade bill. I am for expansion of trade, but
I am not for putting my head under a guillotine and have my head cut
off no more than anybody else is, no more than the Japanese Govern-
ment would be.

- Mr. Masaoxa. But for the past 10 years the textile industry hasn’t
been going down the road as an industry.

Mr. Burke. It hasnt’ been going down the road because of certain
conditions that exist, but it can go down the road when those imports
start rising up above 20 percent. When they start reaching 20 or 30
percent of the domestic production then they will be in trouble.

Mr. Masaoxa. But we have the escape clause procedure.

Mr. Burke. Now, this is what they forsee today and they are not
asking for a rollback or a cutback of imports into the country. In
fact, they are asking for an expansion, a reasonable expansion. Maybe
5 percent might not be enough. It might have to go to 10 percent.

But what they are trying to say I think is to have these imports on
a voluntary.basis be restricted so they will not reach a point where they
get up to 85 or 40 percent of domestic production.

If we lose jobs here, if we lose our buying power, we won’t be able
to buy the Japanese products.

In other words, it is like a round robin. We help Japan and Japan
helps us. It is a two-way street. I don’t think that you have come in
here with the answers as far as how do we solve some of these problems
that we see arising.

Mr. Masaoxa. We think that the answers are, first, in existing law.
We have the escape clause procedures which rely upon economic facts.
Then we have the administration’s proposals, particularly the adjust-
‘ment assistance proposal.

Mr. Burke. Don’t talk about the adjustment assistance proposals
because as far as making any adjustments on some of these industries,
it is nil. As I said the other day, it would be like giving a patient with
cancer an aspirin tablet. That is about the effect it would have.

We are faced with some real problems and I think it is up to
associations like your own to get the story back overseas to these
people over there.

We sent a committee over to Italy a few years ago, and I think it
also went to Japan, on footwear problems, and they explained to
them what the problem was and they all shook their head and they .
smiled, and they said, “Yes, we understand.” And after the committee
returned to the United States instead of stopping an expansion of that
particular business they built many, many more factories to direct
their imports right into the United States and accelerate them up to
astronomical heights. :

In other words, they ignored what the committee told them, and I
think that this is a big problem today in some of these countries, that
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they do not understand that once these imports reach a certain height
if we were to go into a decline in our economy and thousands of jobs
would be lost, instead of a quota system you would have another
Smoot-Hawley bill enacted here and there would be no business. I
don’t want to see that. I don’t think you want to see it, and I don’t
think the people over there want to see it, so all we are asking is to
have a reasonable adjustment of the policy on imports and to have
these industries abroad that are causing these problems realize that
there is a certain point that they can reach and when they go beyond
that, then not only are they in trouble, but the entire trade picture
is in trouble. |

Mr. Masaoxa. Mr. Congressman, to the Japanese, to the Britisher,
to the Europeans, we have a legal procedure, the escape clause, and
other procedures, and industries which feel that they are getting
serious injury from imports can apply for it. If these industries do
not apply, then the people overseas almost are reluctantly forced to
conclude that the people do not have an economic fact.

Mr. Barrin. Will the gentleman yield?

Mr. BurgEe. Yes. ‘

Mr. Barrix. I don’t have the figure and if you don’t recall it I will
get it for the record. How many times has an American industry
appli%d to the Tariff Commission and gotten relief under the peril
point? ;

Mr. Masaora. Theescape clause?

Mr. Barrin. Yes. |

Mr. Masaoxa. I think the last two on textiles they did get relief.
Wilton carpets and cotton-type ribbon, ribbon cloth.

Mr. Barrin. How long did it take to get it?

Mr. Masaoxa. These are the last two that came up. :

Mr. Barmin. I haven’t been in Congress very long, eight years. I
used to go down to the Tariff Commission regularly and represent my
constituents. I was forced to tell them it was a waste of both of our
time to go down there, and I don’t say that facetiously. It just was.

When you have people on the Commission who have their own ideas
about what should be happening on the trade balance rather than fol-
lowing the law as set down by the Congress, we don’t have an effective
mechanism. That is why these hearings are being held. That is why
the industries are coming in and testifying about their problems and
recommending to this committee what they should be doing about it.

Mr. Masaoxa. The Tariff Commission is a creature of the Congress.

Mr. BarTin. I know. ‘

Mr. Masaora. And its members are confirmed by the Senate.

Mr. BarriN. Under the Trade Expansion Act, of 25 investigations
that have taken place under section 301, none has been found to——

Mr. Masaoxa. This is the adjustment assistance provision.

Mr. Barrin. Yes. ‘

Mr. Masaoxa. This is why the administration with that experience
is liberalizing those particular rules.

Mr. Barrin. We are talking about two different animals here. We
are talking about the workers on the one hand, and industry on the
other hand. What you are suggesting, even with workers, is that we
just end up in that unique position of having lost an industry and then
asking the taxpayers to pay for it. That doesn’t seem to be a very good

business proposition.
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Mr. Masaoga. I think that, for example, your colleague, Congress-
man Stratton, recently called attention to the fact that Mohasco In-
dustries in the city of Amsterdam, even though they have this import
protection which has completely cut out Wilton carpet imports, for
example, just decided to lay off their workers right after the Congress-
man and others had gone to the White House, and I think if I recall
the Congressman’s words, they practically persuaded the President to
reverse a decision made by the Tariff Commission.

In other words, these factories were closed. People will go out of
work. These things happen all the time in industry and they happen
more due to other factors than imports.

Mr. Barrin. That is all, Mr. Chairman.

Mr. Burke. Thank you very much, Mr. Masaoka.

Mr. Masaoka. Thank you.

Mr. Burke. Our next witnesses are Mr. Lawrence S. Phillips and
Carl H. Priestland of the American Apparel Manufacturers Associa-
tion.

STATEMENT OF LAWRENCE S. PHILLIPS, THE AMERICAN APPAREL
MANUFACTURERS ASSOCIATION; ACCOMPANIED BY CARL H.
PRIESTLAND, CONSULTING ECONOMIST

Mr. Parrrres. Thank you, Mr. Chairman. I am Lawrence S. Phillips,
president of the Phillips-Van Heusen Corp. I am here on behalf of the
American Apparel Manufacturers Association, a group of over 500
manufacturers in America, the largest group in the world of its kind.
Adnd I am joined here before you by Mr. Carl Priestland, our economic
adviser.

You have been at this for 2 weeks and have heard the figures that I
have in the prepared testimony many times. I am not going to impose
upon you by repeating them. I have a simple and short story to tell
you, and I really don’t need to refer to these notes because I know the
story by heart.

Since May 1961, at which time the seven point program was an-
nounced, I have decided the only way to come out ahead of this game
was to become a stockholder of Eastern Air Lines and take their shuttle
to Washington once a week, and we have been down here probably that
often between our appearances before all of our Representatives in
Congress, the Tariff Commission, most recently, and monthly meetings
of the Management-Labor Textile Industry Committee. And I come
to you today on behalf of our industry at the point of complete frustra-
tion, at the point of complete anger, at the point when our industry is
having a meeting today in Atlantic City that I must tell you about
because I think it speaks for itself.

What is happening today in Atlantic City is that there are accord-
ing to today’s paper, 10,000 manufacturers and their representatives -
meeting. The meeting started at 10 o’clock this morning. The subject
of that meeting is the pros and cons of offshore production and I was
to be a speaker at that meeting because I am constantly asked the
question, how, as the president of a publicly held corporation with
responsibility to stockholders, can we permit to happen what has
happened.
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There is a very interesting member of this panel who is talking to a
large number of 10,000 people. His subject matter is, a country-by-
country critique of apparel production opportunities in Southeast
Asia. This gentleman will cover the more important aspects of general
investment conditions, including such factors as political stability, tax
rates, incentives, freedom to remit profits, and repatriate capital and
who 1s investing. ‘

I don’t know whether or not all the members of your committee, and
I am so sorry they are not here, realize how critical and—

Mr. Burge. Before you proceed, there is a debate going on in the
House on a expenditure bill that runs into the billions, and the chair-
man and the other members of the committee are conferees, and have
some problems on a tax bill coming up tomorrow. Everything you say
here today will be looked over by the committee, and each member is
advised by his staff exactly what is said here, so don’t be discouraged
about the attendance here because it is just as through the entire com-
mittee was here. ‘

By the way, would you like to have that put in the record ?

Mr. Parvires. Yes; I would, sir. If I may I would like to have the
morning program of the AAMA convention in Atlantic City inserted
in the record. ‘ '

Mr. Burke. It will be inserted following your statement.

Mr. Parviies. That doesn’t change the fact that I am sorry because
there is a certain kind of critical, almost emotional part of this that
gets triggered, gets triggered in me personally, when I listen to the
previous testimony. I get very angry. I get angry as an American. I get
angry as a manufacturer. I don’t like a gun being held to our head. I
am sick and tired of their threats. And I am sick and tired of certain
members of our administration who have constantly negotiated more
as though they were representatives of some other country than repre-
sentatives of our own country.

It is a combination of this progressive and snowballing depression
and frustration which has brought the American apparel industry to
the point of decision and that point of decision is now, the decision that
won’t be discussionable a year from now, and I would like to tell you
about what they are doing and why they are about to do it, and I make
it urgent before you because, as you know, we have gone through every
single alternative open to us not to leave this country.

We have appeared, and our association has appeared, the individuals
have appeared, and presented the case in detail that would bore you to
tears. I don’t propose to do that today. It has been done a million times.

I propose to show you on this map, gentlemen, the representation of
this particular association that I am talking about. Those happen to
represent, each one of those dots, a plant facility of one of the 500
members of our organization, or their 200 associates. The point, quite
obviously, is that this association which represents in excess of half a

" million employees, is a terribly crucial one. Apparel is an easy item to
manufacture abroad. It is very easy for an apparel manufacturer to
move abroad and when an apparel manufacturer moves abroad he
takes with him everything that he would normally procure in this
country and he procures that abroad. That is linings, piecegoods, but-
tons, cartons. The whole kit and caboodle is suddenly purchased from
the local suppliers in Japan, Taiwan, Hong Kong, South Korea;
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which accounts, incidentally, as you well know, for a very high per-
centage of the imports into this country.

Now, the problem is a very simple one: the entire apparel industry
has the highest labor component in its product of any industry in
this country. Therefore, labor costs, direct and indirect, is the key
issue. I am not going to bore you with statistics but ask you to take
a look at this chart for one second which documents very specifically
direct labor only in the United States of $2.01 an hour average, the
source being the U.S. Department of Labor, and the four major
importing countries—dJapan at 35 cents, Hong Kong at 20 cents, Tai-
wan at 13 cents, and Korea at 8 cents.

Gentlemen, when you have a variety of products that have as high
a labor component in it as does our industry, the susceptibility to
this kind of competition is something which is a simple arithmetic
fact. The very devious kind of testimony about what is happening
abroad and the cost of fringe benefits and the unproductivity of
labor is pure hogwash. On the amount of the increase in labor, mini-
mum wage, the last two increases have in themselves been more than
the total direct compensation in any one of these countries, and this,
of course, does not deal in fringes, but you are well aware of what
is happening in this industry, what recently happened with the union
settlement, the highest in history, of 5714 cents plus fringes in the
clothing industry. And the example of what that is going to set for
other areas of apparel is very evident and you cannot relate figures
like that and you cannot relate the inflation that is taking place in the
domestic economy without widening the gap even further between
what the importers can bring in here and what has to be produced
domestically.

I would like, if I may, to try to present this on a bit more personal
basis that I think is very simple. I would like to deal with one of our
divisions, our shirt division, that I think I know pretty well. I grew
up in this business. My family has been in it for four generations,
and they started in this country selling off a pushcart, and there is
tremendous aflection for the country that has provided the oppor-
tunity for our company being what it is today, and I detest the alter-
native which is before ustoday.

Let me show you why that alternative exists and is almost manda-
tory unless your group takes action. I would like to show you an
advertisement which is not unique. It is a very typical advertisement
and not a particularly cheap one, run by Alexander’s, an important
department store group in the New York City area, advertising four
shirts for $8.97, or $2.99 apiece.

I would like to show you the shirt. The shirt is here. It has been
purchased at Alexander’s for $2.99, is made of 100 percent tricot.
Obviously it is part of a group that has been just referred to that is
completely uncontrolled by the LTA, which applies just to cottons.
This shirt from Alexander’s, selling price $2.99, is advertised by them
as being comparable to the two major brands. That happens to be
Arrow and Van Heusen, whose identical shirts sell for $6. That is a
fact.

This ad is absolutely correct. The values are absolutely correct.
You can’t fault them one iota for this. This is a fantastic value, and
there is no question about the fact that that comparable shirt is sell-
ing by domestic producers at $6.
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I show you a shirt purchased at E. J. Korvette, a shirt made of a
hundred percent tricot. It was purchased for $1.99 at E. J. Xorvette.
I would like to put all of these in the record, if I may. I am sorry. Let
me just identify these. The fact that this first shirt from Alexander’s
was made in the British Crown Colony of Hong Kong. Perhaps that
should say with the forbearance of Communist China, who happened
to let that colony exist.

I show you the next shirt, which was also made in Hong KXong, as
was a shirt which is 65 percent polyester, 35 percent cotton. The price
on this shirt is three for $4. Not only is the price three for $4, but the
printing on the back blocked off identically to the printing on the Van
Heusen comparable shirt selling for $5.

I show you the brand in Japan, a shirt from Macy’s, made of 65-35
polyester and cotton, all permanent press, made exactly as well and by
the same standards as ours. This shirt costs $2.62.

I show you another shirt from Macy’s made in Taiwan, a hundred
percent polyester tricot. This shirt, gentlemen, was purchased, sold
for $2.99. Every single one of these is a half sleeve shirt very similar
to the one advertised here. ‘

I show you now the identical item which is the bestselling single half
sleeve dress shirt in America. They are two identical items, one made
by Arrow, one made by Van Heusen. Those shirts sell for $5. These
shirts, gentlemen, that sell for $5 around this country are not superior
in any way to the shirts before you on the table. The workmanship, the
cloth, the quality, the stitching, is no better in the shirt you see before
you than it is in these American brand shirts and I show you this
comparison. :

Mr. Burke. What goes into the makeup of those shirts?

Mr. Paivuies. The two shirts I am holding before you which retail
at $5 are 65-35 polyester and cotton, as are most of the shirts that I
have laid before you. I additionally show you a hundred percent tricot
shirt which retails in this country for $8, a domestically made shirt.
The profit margins enjoyed by ourselves and our chief competitor are
of public record and they are far from excessive. At least that is what
our stockholders constantly tell us.

Gentlemen, this is what our country and our industry is faced with.
I show you shirts only because it is an example. The exact same set of
statistics can apply to any product line.

I will show you, if I may, in the case of shirts first what has hap-
pened to total 1mports, and you can see very easily what has happened
in the course of the years from 1964 to the present, and the mix that has
taken place between blends, synthetics, and cottons, and all the protes-
tations about cotton being down are very legitimate because the cotton
industry is off a lot less than it was at that time.

What has happened to the completely uncontrolled polyester and
blend industry is there, gentlemen. What this means is that the promise
made to us by President Kennedy of a 6-percent level which he
thought our industry should cope with, and we agreed we would cope
with, 6 percent of total consumption, has been thrown out the win-
dow by our State Department negotiators, by the bilaterals that were
negotiated. ‘

I should also say dictated by the representatives of some of our pub-
lic State friends, the net result is that today in this country the 1967
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ratio of imports to garments ranges from 20 percent in women’s and
children’s slacks and shorts, 17 percent in women’s and childrens’
woven blouses, 17 percent in men’s and boys’ woven dress shirts, 15
percent for knit outwear.

I am not going to read any more figures. I am going to say to you
one very simple thing: We cannot permit our business to become
eroded. We have stated before you and your associates many times
that the last thing in the world we want to do is to go offshore, but
if we must go offshore we will. Our industry as individuals is on the
verge of giving up. They are about to say, “Our Government is not
our government. Our Government considers our industry expendable
and, therefore, if they do that we have no choice. We must import from
abroad. We must relocate abroad and we are going to have no further
growth in this country, and we will begin now to start closing up
small, ineffectual production units in this country.”

I am not going to recite how important this industry is to this
country. You know it and it has been said and said over and over
again. I say to you that this is not an idle threat. Nobody is putting a
gun at anybody’s head. We have pleaded, we have begged every com-
mittee, every division of the administration of our country, to please
take serious note of this before it is too late.

When this meeting takes place today, as it is taking place, in
Atlantic City, you are beginning to see the erosion of one of the most
important industries in the United States, and there is nobody who is
going to stop this erosion, gentlemen, if you don’t.

Our people are sick to death of the doubletalk. They yawn when the
subject is brought up. Their blood boils, their temperature goes up,
when they hear about the administration of the LTA and their refusal
to encompass all other fibers and blends and they have asked our
association, “Let’s stop kidding around. Our Government doesn’t care
about us. Let’s take the path of least resistance. Let’s go abroad.”

That is what this meeting is about today, gentlemen. I am sick that
this is the subject matter of this meeting today and I am horrified at
the fact that this expansion that should be taking place in the United
States is not going to take place in the United States unless something
is done and done very soon by you, and I don’t know any step after

ou.
Y You know, we have had our hopes terribly high many times and I
can’t tell you the depths of depression that took place when the Holl-
ings amendment was washed out at the conference.

I must say to you in all sincerity that we have a tremendous alle-
giance to this country. We have a tremendous allegiance to the over 1
million employees in our field, to the over half million represented by
our apparel industry, and they released me from a speech in Atlantic
City to say to you this is our last plea. We have made the experiments.
As a public company we have made experiments. We have located
adequate, substantial suppliers in Hong Kong. We are prepared to
bring in merchandise. We have tested it. We have tested the quality.
We have tested consumer reaction. We are going to have to do it, and
it rankles us to the core to have to do it.

Gentlemen, our story is a very simple one. I don’t know what is
more simple evidence. I refuse to get involved in the kind of histrionics
that the preceding gentleman indulged in. I would just lay before you
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the facts that this is happening, and beseech you for what I am afraid
is really the last time to please ask your associates on this committee
to address themselves to this problem on behalf of not only the ap-
parel industry but everybody affected by it, which, of course, includes
the textile industry, and I thank you very much and I and my asso-
ciate will be happy to try to answer any questions you might have.
(Mr. Phillips’ prepared statement and pamphlet referred to follow :)

|
STATEMENT OF LAWRENCE S. PHILLIPS, AMERICAN APPAREL MANUFACTURERS
ASSOCIATION, INC.

Mr. Chairman and Members of the Committee, my name is Lawrence S.
Phillips and I am President of Phillips-Van Heusen Corporation. I am appear-
ing before you today on behalf of the American Apparel Manufacturers Associa-
tion, headquartered in Washington, D.C. AAMA represents more annual dollar
volume in the apparel industry than any other trade organization in the world.
Its members employ approximately 500,000 people in 43 States and produce
more than $6 billion worth of apparel (at manufacturers’ prices). These prod-
ucts cover the entire spectrum of apparel—men’s, women’s and children’s, knit
and woven, from fashion to staple garments.

At the onset, Mr. Chairman, may I congratulate you on the leadership you
have shown in initiating these hearings. Your interest in and concern with the
impact of imports on American industry and employment could not be more
timely as far as the American apparel industry is concerned.

The American Apparel Manufacturers Association support your bill, H.R.
11578, because we believe its enactment would result in bringing order into the
present chaotic situation in international trade of apparel and textile products.
We endorse this bill and believe its large-scale endorsement by many of your
colleagues in the House of Representatives to be a significant indication of the
interest in our growing problem on the part of the Congress.

Underlying my comments on the apparel import problem is a philosophy con-
cerning international trade in today’s world. We think that in these days of a
complex international economy which is influenced by much more than economic
conditions alone, it is no longer intelligent to think of completely free trade as
outlined by 19th century economists. Today, the interdependence of economic and
social structures, both nationally and internationally, makes it necessary to con-
sider more than the short run price and profit results of international trade.

We must consider the social and economic health of the people affected by the
policies we will discuss here today. While it is true that “freer” world trade
generally brings economic good times, it is also true that economic dislocations
of some magnitude introduced into one country can have remafications through-
out the world and offset the benefits of increased world trade. We must balance
the consequences of our actions on these two points: the benefits of greater world
trade and the economic hardships wrought by this uncontrolled increase in world
trade.

One of the major problems facing the domestic apparel industry today is rap-
idly rising imports. Ever-increasing amounts of foreign-made apparel have been
reaching our shores since the mid-1950’s when the war ravaged countries of
Western Europe and Japan and the developing countries of Asia and Latin Amer-
ica began shipping apparel to us. The quantities were small at first. But as these
countries developed the capacities of their apparel industries to a size far beyond
their own needs, they started to ship to the largest and most affluent market in
the world. We accepted these goods, but soon found that markets were being
disrupted. Cotton, wool, and man-made fiber apparel imports have grown 849
between 1962 and 1967 in physical volume, and 869% in dollar volume. (See Chart
1and Table 1.) !

At first, cotton apparel and textile products were almost the only kind of im-
ports. Because of this, our government’s initial attempts to provide more orderly
international apparel and textile markets were aimed at trade of cotton products.
The Long Term Cotton Textile Arrangement (LTA) was initiated in 1962 and
has now been signed by 30 nations. Its most unique feature is that it allows for
5% annual growth in exports so that the importing nations are, in effect, sharing
their markets with the exporting nations—but on an orderly, clearly understood
basis. .
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Although the administration of the LTA has not always been as strict as had
been provided in the Arrangement itself, the instrument has been an effective
means of providing orderly access to the markets of importing countries. The
manufacturers in countries which export substantial amounts of apparel are able
to know the approximate size of their market each year, being fairly sure that
almost all they ship within the limits of the Arrangement will be bought in the
importing country. This gives stability to markets in underdeveloped countries
which would not be possible otherwise.

In the last few years the effectiveness of the LTA has become increasingly
limited because the trend in fabrics is away from cotton and toward man-made
fibers. All synthetic or cotton-synthetic blend fabrics have gained such popularity
around the world that an arrangement regulating the international trade of cot-
ton products only cannot have the importance it did just a very few years ago.
The popularity of synthetics has come about in large part because the permanent
press feature of apparel products is usually achieved by the use of man-made
fibers in the fabric. ’

In 1962 the United States imported 49 million square yards equivalent (SYE)
of man-made fiber apparel. It is estimated that we will import 400 million SYE of
man-made fiber apparel this year. This is an increase of 7169, in only seven years.
There is no doubt in the minds of American apparel producers that these imports
are hurting our domestic markets. Had there been an international arrangement,
such as the LTA, governing the trade of man-made fiber apparel and textiles, it
is very unlikely that we would be facing such tremendous foreign competition
today. A major factor in rising apparel and textile imports today is the lack of
regulation of all these products except those made of cotton.

Let us look at some other reasons for the rise in imports. American retailers
find that the cost of foreign-made apparel is generally much lower for comparable
goods than the cost of American-made apparel. Mark-up on lower priced imports
is usually higher than the mark-up on low priced American apparel. This fact also
leads retailers to buy imports rather than domestically produced apparel.

At one time the quality of foreign garments was not up to the standards ad-
hered to by American apparel producers. This is no longer true in large measure.
-Imported apparel is of very good quality and compares favorably with American
apparel. The improved quality has brought greater acceptability to foreign goods,
thus adding to the rise in imports.

Although economists have tried to discount the “cheap labor” theory relating
to economic harm from imports, there is a strong argument in favor of this theory
for the apparel industry. Apparel is made of two principal ingredients: fabric
and labor. The machine is tertiary. Only recently has any machinery been de-
veloped which can take a little manual labor out of certain tasks relating to
apparel production. The sewing machine operator is still the most important
element. The equipment given sewing machines operators in most countries in the
world today is every bit as good, and in some cases better and newer, as the
equipment used in American apparel plants. The quality of foreign-made fabric
has improved a great deal in the last decade, and it too measures up favorably
with the quality of U.S. produced goods. But the price of the fabric and the wages
of the labor which go into making apparel in most other countries of the world
are substantially less than in-the United States, and this-is the major basis for
their competition. The productivity of foreign labor is not so low relative to its
wages that the labor cost of the garment equals that of an equivalent American-
made garment.

To illustrate my point about foreign apparel workers receiving substantially
lower wages, let me cite a few examples. In 1966 the average hourly wage of an
apparel production worker in Japan was 35¢, in Hong Kong 20¢, in Taiwan 13¢,
and in Korea 8¢. (See Chart 4.) In most Asian countries benefit payments are a
very high percentage of wages, being, in effect, payment “in kind” to the workers.
If we assume benefits to equal these wage payments, which is realistic for Hong
Kong, for example, we can see that payment still falls far below that given
American apparel workers. The possibly lower productivity of Asian apparel
workers is not reflected in their substantially lower wages. They are paid less
than Americans for an equal amount of output.

I think it would be valuable at this point to take a very brief look at the place
of the American apparel industry in our economy and then to see which areas
of the industry are being hurt most by imports. Apparel manufacturing in the
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United States is carried out by about 25,000 different manufacturing plants, and
most apparel companies have just one plant. Almost 1.4 million people work in
this industry of which 809, of the employees are women. The industry turned
out over $18 billion worth of goods last year, valued at wholesale. We estimate
retail sales of apparel last year were $36.2 billion. Almost every state in the
Union has some apparel production, and in many states the apparel is produced
in “one company towns.”

‘While apparel is produced in almost every state, there are large concentrations
of production in some of the regions of the United States where unemployment
rates as high-—Appalachia, inner city areas—and among those groups of difficult
to employ people labeled “semi-skilled.” When apparel companies go out of
business in these places, there is often no other work for the people who have lost
their jobs. They are ill-equipped to do other work, and usually there is not much
other work to be done in these areas anyway. Since most of the workers are
women, they are not free to move in search of other employment.

There are six areas of the American apparel market in which imports have a
significant share. These are staple items which are necessary in the wardrobes of
all people, rather than fashion items or apparel associated with short-lived fads.
In 1967, 209 of the women’s and children’s slacks and shorts sold in this
country were imports. Imported woven blouses for women and children took
almost as large a share of their market last year. The markets for knit outer-
wear and men’s and boys’ separate trousers and shorts were composed of 15%
and 129, imports, respectively, in 1967. Imported foundation garments con-
stituted 10% of that market in the United States last year. (See Chart 2.)

The growth of imports of men’s and boys’ woven dress and sport shirts has been
exceptionally rapid, and these imports constituted 179 of the U.S. shirt market
last year. The meteoric rise of synthetic fiber shirts is a particularly good illus-
tration of the unlimited growth possible for man-made fiber apparel. In the last
few years, more and more men’s and boys’ shirts have been made of cotton-

-synthetic or all synthetic fabries. Foreign producers were able to get in on this
change of product almost at the beginning, and they took advantage of the fact
that the LTA does not cover synthetlc fabric apparel.

Let me illustrate the rapid increase in man-made fabric shirt imports which I
have been talking about. In 1964 the U.S. imported 3,400,000 dozen cotton shirts
and 196,000 dozen synthetic fabric shirts. This year, only five years later, it is
estimated that we will import 2,900,000 dozen cotton dress and sport shirts and
4,300,000 dozen synthetic fabrie shirts. There has been a decline in the number of
cotton shirts imported because demand now is for shirts containing at least some
synthetic fibers in the fabric. The increase in imports of synthetic fabric shirts is
2,1009% because the market demand is for this type of product and because ex-
porting nations can flood our markets with the product made with substantially
lower paid labor. The quality of these shirts is as good as American-produced
shirts of the same type but which cost more. (See Chart 3.)

There are other areas of the American apparel market which are being hurt by
imports, but it is not necessary to mention them all to see that we must act now
to keep our industry strong and viable. Let us look at some of the consequences
of continuing imports with only the current restrictions now imposed on them.

We think there are four main consequences which could result from con-
tinuing unrestricted apparel imports. First, we feel that the apparel industry
in this country is filling an important economic and social need which will not be
satisfied if apparel plants are put out of business by imports. The importance ot
the industry to employment of certain types of people and of those in the par-
ticular area which are known for unemployment cannot be overstated. The need
for our society to provide work for everyone seeking employment can be met by
industries such as the apparel industry which can train the “hard core unemploy-
able” in a matter of months.

Second, apparel producers have invested several billions of dollars in machinery
and buildings in order to make clothing for our people, and they stand to lose a
substantial amount of this investment if apparel imports continue to grow at the
rate they have been in the past five years. Apparel-producing machinery is not
adaptable for use in any other industry, as machine tools or data processing
equipment is.

The third possible result of limitless apparel imports pertains to military pro-
curement. We need an apparel industry in this country to support our military
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and war-time needs. The apparel industry always rises to the call of the mili-
tary when the time comes, and it has always been prepared to produce the neces-
sary clothing. If the industry were to dwindle away, it would not be viable
enough to do the job. Other national emergencies also require vast amounts of
clothing which can only come from a domestic industry which is equipped to
handle the needs. :

Fourth, balance of payments difficulties, currently a grave problem for this
‘country, must enter into consideration. The contribution apparel imports make
to our balance of payments deficit can only be enlarged if imports continue their
rapid rise. In 1964, the deficit in our balance of payments attributable to apparel
was $347 million. Last year this deficit was $520 million.* As apparel imports
continue to increase, our negative trade balance in this area will surely in-
crease also.

How can the problem of rising apparel imports be solved so that American
producers can continue to contribute employment opportunities and income to
our economy ? We see two possible solutions, one is highly unlikely to be effective,
the other is a workable solution.

Theoretically, it would be possible to solve the problem of rising imports by a
tremendous expansion of apparel exports. As a practical matter, however, this
solution is highly unlikely to come to pass, since the American apparel manu-
facturers who have attempted to export have, for the most part, met with less
than spectacular success. Besides having a product whose labor costs, and there-
fore total costs, are usually higher than those produced in the accepting country,
American apparel producers have very frequently met with non-tariff trade bar-
riers which have absolutely prohibited their even trying to sell their products.
And, not all trade barriers are non-tariff. In some Latin American countries the
tariff rates are so high that they effectively prevent any imported apparel from
entering the country. These prohibitions to trade make exporting difficult, if not
impossible. We are not successfully eliminating non-tariff barriers, yet the only
barrier we have against a large portion of apparel imports is a low tariff.

We think the solution lies not in raising our own tariff rates but in instituting
an orderly access program whereby we will continue to share our growing apparel
markets with imports but will not stand by and watch a virtual take-over by
imports. We believe that an international arrangement, such as the LTA, cover-
ing apparel and textile products of all fibers is the way our foreign trade policy
can solve the problems of the trade in these products. We would prefer to see the
multilateral arrangement which an all-fiber LTA-type instrument would provide.
If that were not possible, bilateral agreements with those countries which export
apparel and textile products to this country would be a very similar solution.
Only if these two approaches failed would we want this country to take unilateral
action to regulate the inflow of apparel and textile products. In any case, we are
willing to share our markets. We want imports to have orderly access to Amer-
ican apparel markets. We want to grow along with overseas producers; however,
we do not want them to take all the market growth and some of the market which
is already established.

This approach is good for all apparel producers because it permits competition
and also gives exporters a fairly good idea of the dimensions of the market
available to them in this Country.

The alternatives open to American apparel producers in the event that no
orderly access arrangement is established are not pleasant to contemplate. Initi-
ally, at least some of the apparel makers would move their production to those
countries where labor costs were at a level which would make their products
competitive on the basis of price. I know apparel executives whose firms plan
that all new plant and equipment will be added overseas. Some companies would
start phasing out their less efficient domestic plants when the foreign capacity is
built up. When this happens, a lot of small producers will also be squeezed out.
This trend will snowball once it starts, and substantial employment and invest-
ment will undoubtedly be lost. This will leave our economy with greater unem-
ployment, loss of capital, and loss of income.

1Inclludes all fibers plus leather, rubber and fur apparel but excludes exports of used
apparel.
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Our foreign trade policy must continue to weight the needs of domestic indus-
try against the needs for foreign trading partners. We must recognize that
American producers have at least as much right to be helped by our foreign
trade policy as do foreign producers. The burden to our Nation of economic
and social dislocations which could occur if a major portion of our apparel
industry was closed down by imports would be almost unsupportable. The price
we would pay in unemployment, lost investment, and social hardships of the
workers would be so high that the country cannot afford to continue its current
policy toward apparel imports. The future viability and stability of the Amer-
ican apparel industry depends on the future of our foreign trade policy. Reduc-
tion of tariffs and no institution of an LTA for all fibers will mean great hardship
for the industry. On the other hand, an all-fiber LTA will mean a healthier
domestic industry and a well defined market with no hidden non-tariff barriers
preventing foreigners from bringing their goods to our shores. Such an arrange-
ment is an honest way to deal with the problem and at the same time provide a
growing market for all our trading partners.

Mr. Chairman and Members of the Committee, on behalf of the American
Apparel Manufacturers Association, may I express our appreciation for your
courtesy and for this opportunity to outline before you our position on this critical
problem. I will do my best to answer any questions you may have.

TABLE 1.—U.S. IMPORTS OF ALL TEXTILE PRODUCTS AND APPAREL BY SELECTED FIBER
[Figures in millions of SYE and dollars]

| Percent
1962 1963 1964 1965 1966 1967 change,
‘ 196267
Imports of textile products t (SYE): ;
C 1,165 1,101 1,058 1,312 1,824 1,486 +28
140 143 130 181 175 150 +7
213 221 328 566 798 933 -4-338
1,518 1,365 1,516 2,059 2,797 2,569 +69
382 388 415 45 485 475 424
46 - 53 54 68 63 59 --28
49 54 92 159 230 343 -600
477 491 561 684 778 877 -+84
Percent of apparel to tota!_________.____________. 31 36 37 33 28 3 .
Imports of textile products ! (dollars): ;

Co tt $298  $308  $369  $463  $417 +-36
265 259 330 328 307 +4-35
85 129 193 259 312 4333
648 696 892 1,049 1,035 +71
149 163 185 208 207 +34
144 149 182 189 185 -+-62
39 63 92 121 169 +412
332 375 459 518 561 +86

51 54 51 49 84 -

1 [ncludes apparel.

95-159 O—68—pt. 6——16
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U IMPORTS OF COTTON, WOOL, AND MAN-MADE FIBER APPAREL
1962-1968* (1n millons of equivalent syuare yards)

1000 1,000
900 877
R
800 APPAREL
700}
K L
600 APPAEL
500} IMPORTS
400}
soor APPAREL
200} IMPORTS
100}
S 1963 1964 1965 1966 1967 1968"
ESTIMATED
SOURCE: US. DEPARTMENT OF COMMERCE AMERICAN APPAREL MANUFACTURERS ASSOCIATION

AVERAGE HOURLY WAGES OF APPAREL WORKERS AROUND THE WORLD

32251
eg'osi
$2.00}
31751
31501
#.25}
41,001
375+

450 JAPAN
35¢

o N S o
DATA FOR ALL COUNTRIES IS FOR 1966 EXCEPT US. WHICH IS 1967

HONG KONG
20¢

SOURCE: US. DEPARTMENT OF LABOR AMERICAN APPAREL MANUFACTURERS ASSOCIATION
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Mr. Burge. Thank you very much.

Are there any questions? ‘

Mr. Barrin. Mr. Chairman,

Mr. Burke. Mr. Battin. ‘

Mr. Barrin. I would just like to thank Mr. Phillips. I have never
heard him testify before. I think the charts that he presented and the
visual aids of actually what has happened are most helpful. I un-
fortunately share your same belief as far as some of the actions of our
negotiators in the past, and I too am hopeful that we will on this com-
mittee take a look at this whole problem and do something about it
during this Congress. :

Mr. Parriies. We certainly hope so, sir.

Mr. Burke. I would just like to commend you on your statement,
and the point brought out that contradicts some of the statements that
are being made here that there is no concern on the part of some people
in this country about what is happening to some of our industries.

As has been pointed out here very graphically by you and the charts
and the submission of this type of product, there are some real prob-
lems here in the country, and some people have to come up with some
answers. The time is running short and your industry is just another
one of the industries that is being injured by those who have their
blinders on just like ostriches with their heads buried in the sand, and
refuse to look at the problems as they exist.

You have given excellent testimony here, and the committee wishes
to thank you. |

One question from Mr. Landrum.

Mr. Lanorum. Is it your judgment that the import quota bills intro-
duced—I have forgotten the numbers, H.R. 11578 and others—put any
particular gun at any of our trading partners’ head? Is it that sort
of a threat to any of our trading partners ?

Mr. Purnures. I don’t believe so, sir. My primary hope is that our
Government’s representatives would be representatives of the people
and be a little less concerned about the reaction of some of our trad-
ing partners. Their representatives are not the slightest bit concerned
about our reaction, as you saw by the previous speaker.

Mr. Lanxorum. Would it be your judgment, then, that H.R. 11578,
introduced by Mr. Mills, is designed more to bring about an orderly
entry of imports so as not to upset our local job economy ? :

Mr. Puruures. It certainly is our position, sir. We have whole-
heartedly endorsed that proposal and will do everything we can to
make it successful, and we have endorsed it completely and that is in
our prepared text which has been submitted to you.

Mr. Barrin. I was curious about the difference in price there, and
you say the quality is comparable. How about, if you know, the profit
margin ? ‘ ‘

M%' Parrres. One of the more difficult aspects of this is that many
retailers can get a higher profit margin by importing goods from
abroad and by doing it themselves than by getting involved with the
middle man, such as us, as unfortunately, in this day of profit squeeze,
it is terribly tempting for many of them to buy foreign items.

Mr. Conasre. 1f the gentleman will yield, I notice that most of those
real bargains came from large New York City department stores.
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’Il‘lherefgre, the assumption is that they are importing them directly. Is
that it ?

Mzr. Paries. I know for a fact that E. J. Korvette imports directly,
Alexander’s and Sears and Macy’s import directly.

The answer to that is yes.

My testimony really was nothing but a repeat of what I have just
said before the Tariff Commission.

I happened to procure this identical set of shirts from the Hecht
Co. and Woodward & Lothrop in Washington. This exists in every
city in the country, and New York is certainly no exception.

Mr. ConaBLe. As a natural concomitant of this big increase in im-
ports, there is some breakdown in the structure of distribution in this
country. Isthat correct ?

Mr. Parrres. What is pending before us is a complete breakdown
of that happening. If that happens, if this price disparity continues
to exist, then some of the major chains are going to make some major
moves abroad.

The legitimate department stores in this country will then begin
to make greater steps abroad, and then, which is happening right now,
we and all of our counterparts and associates will make those steps,
and everyone who competes with us will follow.

Mr. CovaprLe. What I meant was that, as a matter of practice, you
would normally distribute your shirts through some sort of agency,
some sort of middleman. Isthat correct?

Mr. Parcires. Through a retailer, men’s wear store.

Mr. Conasre. Through area representation, and that person, inde-
pendent or otherwise, would handle all sales to retailers for you, rather
than you selling directly to retailers?

My, Parires. That 1s not the case in our company, but some people
do operate that way. We do not. We sell directly to the retailers, as
does our branded competition.

Mr. Conaste. I think that isall.

Mr. Burke. Thank you very much, Mr. Phillips.

Our next witness is Mr. Fred Bissinger.

Mr. Phillips, do you have any of the data that you have submitted
in those pamphlets that you wish in the record ?

Mr. Pairures. 1 have submitted for the record, sir, the program of
this meeting in Atlantic City, the advertising, and all of the shirts,
and our prepared testimony covers all of the statistics.

Mr. Burgk. It won’t be necessary for you to leave the shirts.

Mr. Pamuies. It might be the Representative’s size, sir.

Mr. Burge. It might be misunderstood. But it is important to leave
whatever pamphlets you had there with respect to that meeting, and
anything else that might be printed in the testimony.

Mr. Parcires. Thank you.

Mr. Burge. Mr. Bissinger, will you please identify yourself for the
committee and proceed ? _
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STATEMENT OF FRED BISSINGER, PRESIDENT, AMERICAN ASSO-
CIATION OF WOOLEN IMPORTERS, INC.; ACCOMPANIED BY
DAVID SMITH, NORMAN LICHTENSTEIN, AND MICHAEL P.
DANIELS, COUNSEL

Mr. Bissinger. Mr. Chairman and members of the committee, my
name is Fred Bissinger, Jr., president of the American Association of
Woolen Importers, Inc., a nonprofit organization of American small
business members. I am appearing before you today as their spokes-
man.

Mr. David Smith, on my right, and Mr. Norman Lichtenstein, on my
left, are members of the association.

I wish to submit my prepared statement to be included in the record
at this time. ‘

I would like to preface my remarks at this time by saying I certainly
wish the group of very capable, intelligent gentlemen who have pre-
ceded me all day at these hearings were members of my group. It
would make my job much easier.

May I take a small portion of your valuable time to give the fol-
lowing personal information, with the hope you will be more under-
standing and more receptive to my observations and opinions dealing
with imported woolen and worsted men’s wear materials.

Beginning March 1918, I became employed in the men’s clothing
business as a stockboy. Later, as a retail salesman, retail store manager,
wholesale clothing salesman, piece-goods buyer, and production man-
ager of men’s clothing manufacturing. All these positions were in the
quality men’s clothing bracket.

Starting April 1953, I became assistant to the vice president in
charge of men’s wear sales for the Forstmann Woolen Co.

In August 1956, I started selling my current line of quality worsted
men’s wear, materials from Japan.

In addition to contacting the men’s wear wholesale clothing manu-
facturers the past 15 years, I have maintained a personal contact with
some of my former retail clothing accounts in Los Angeles, San Fran-
ciSC(i; Baltimore, Washington, Chicago, Cincinnati, Boston, and New
York. }

For the record, based on the consensus of the opinions of the quality
men’s clothing wholesalers and retailers, as expressed to the members
of the American Association of Woolen Importers, the market for
American-made quality men’s wear, including suits, sport coats, slacks,
topcoats, and overcoats, is largely dependent on their being tailored, -
using imported worsted and woolen materials.

Without an adequate supply of these imported fabrics, the quality
men’s clothing manufacturers and the quality men’s wear retailers
would no longer be able to serve the clothing needs of the affluent
American men. ‘

Obviously, the loss of this quality sales volume would result in lower
employment in both the American men’s wear wholesale and the men’s
wear retail establishments. ‘

In the case of Japanese men’s wear worsted-type materials, please
let me give you an item for the record.
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A few years ago, the Japanese mills developed a silk and worsted
sharkskin for men’s wear. This fabric requires a special weaving
technique.

This particular material during the past several years has accounted
for approximately 40 percent of all men’s wear worsted material im-
ports to the United States from Japan.

Again, for the record, we know of no American mill to date who is
making and selling this silk and worsted sharkskin.

Please note, men’s wear woolen and worsted imported materials are
predominantly worsted fabrics. As a point of information, worsted
materials can only be made from worsted yarns, which can only be
spun from virgin wool.

In addition to the basic quality of these imported materials, and in
many respects more important from a merchandising standpoint, is the
very important style factor. :

The mills in England, Italy, Japan, Korea, and other countries will
make special items, such as the so-called classics and so-called fancy
patterns, including special design and special colors, in limited quan-
tities.

Without these so-called specials, the quality men’s wear American
wholesalers and retailers would, in my humble but qualified opinion,
find it very difficult if not impossible to remain in the quality business.

Please note, when I say foreign mills will make specials in limited
quantities, I mean specifically four-piece warps, four pieces of a pat-
tern in a given color. Average total yardage for a four-piece warp
would be approximately 300 yards, which would be sufficient for ap-
proximately 85 suits, or 150 sport costs, or 200 pairs of slacks, or 100
outercoats.

The smallest weaving warp any of the big three American mill
combines are currently weaving, according to reputable market infor-
mation sources, is a 27-piece warp. Average total yardage for a 27-
piece warp would be approximately 2,160 yards, which would be suffi-
cient for approximately 655 suits, or 1,147 sport coats, or 1,530 pairs of
slacks, or 765 outercoats, of a pattern in one given shade.

My judgment of the market is that the average American price for
worsted cloth runs from about $2.80 to $3.40 a yard. This is where the
volume business is done by our domestic mills, with perhaps a very
minute percentage of production at higher price levels. In contrast,
there is very little, if any, worsted material brought in from Japan
under $4 per yard, the landed cost.

The Tariff Commission found the average landed value of Japanese
worsteds was approximately $4 per linear yard, which is believed to
be higher than the average wholesale price of men’s domestic wool
worsteds. The Commission also found :

The British imports are usually high-styled, expensive fabries averaging over
$5 per linear yard (duty-paid), and compete with a limited segment of the
domestic production of wool apparel fabrics.

‘Whereas imports are confined primarily to the men’s suit field, with
some imports utilized for high-quality sport jackets, the domestic in-
dustry practically has to itself the much more rapidly growing men’s
slacks field and fabric for the women’s trade.
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Import data shows that imports of wool fabric have been declining
over the last several years. Total imports dropped from 84.9 million
square yards in 1965 to 67.1 million square yards in 1966, and 60.6
million square yards in 1967. For the same years, imports from Japan,
the major supplier, dropped from 40.4 million square yards in 1965 to
37.7 million square yards in 1966, with a slight increase to 38.7 million
square yards in 1967.

Certainly this shows a declining pattern of imports, not the rapidly
increasing imports which the domestic industry would have you be-
lieve. Imports for 1968 so far are higher than 1967, but are at about
the same level as 1966.

I am in the market every day, and there is more than ample evi-
dence that domestic mills are solidly booked ahead, and in many cases
are not able to meet their customers’ demands.

I participated in the Tariff Commission proceedings on textiles and
apparel. I believe that this report has put the entire matter in per-
spective. The Commission found declining U.S. production of chiefly
wool fabrics. However, it remarked :

For the most part, the failure of output for such products to expand appears

attributable chiefly to changes either in fashion or style, to technology, or both.
In relatively few instances do imports appear to have been a major factor.

The Commission continued :

The domestic output of woven wool fabrics has, however, also been materially
affected by the significantly greatér popularity of blended woven fabrics, made
in the same plants as all-wool fabrics, particularly for use in lightweight summer
suiting and slacks. 1

Quite clearly, as the Commission found, this is an all-fiber industry.
If the U.S. production of chiefly wool fabrics is decreasing, but pro-
duction of chiefly manmade fiber fabrics blended with wool is increas-
ing, and all together there has been an overall increase in production
in the same muills, this is certainly no cause for cries of injury or the
imposition of quotas. !

I would like to state that the essence of this business is style and
quality. Imports enjoy a favorable market for their high quality, high
priced fabrics, to the benefit of clothing manufacturers, retailers, and
consumers. The American industry is doing beautifully in its much
broader market of lower-priced, mass-produced fabric. I believe that
the domestic industry cannot only live with imports, but can, as it has
shown, prosper.

In conclusion, please note our case in point is briefly that we are pro-
viding the basic materials necessary to provide the affluent American
men with selective quality, American-made clothing, and in so doing,
we are also providing employment for American men and women who
make and sell these finished garments.

I thank you, Mr. Chairman and members of the committee, for giv-
ing our small organization this opportunity to appear before you.

I sincerely trust my brief remarks have been informative.

(Mr. Bissinger’s prepared statement follows:)

STATEMENT OF FRED BISSINGER, PREsmEiv'r, AMERICAN ASSOCIATION OF WOOLEN
IMPORTERS, INC.

Mr. Chairman, members of the Committee, my name is Fred Bissinger. I appear
today before the Committee on behalf of the American Association of Woolen
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Importers, Inc. of New York. The Association is composed of importers of woolen
and worsted fabrics from all of the major exporting countries in the world. I am
associated with Iwai Co. of New York City. I have been affiliated with the clothing
business since March 1918 in practically every phase of the business: retailing,
wholesaling, and manufacturing. I have been engaged primarily in the styling and
purchasing of woolen and worsted fabric used in men’s clothing.

Since 1955, I have been self-employed as a broker importing men’s wear
worsted fabrics from Japan. I maintain my contacts with a number of the better
quality retail operations as well as with the wholesalers to whom I attempt to
sell merchandise. Based upon a lifetime of experience, I can state that the ulti-
mate success of the better grade stores throughout the country in the sale of men’s
clothing is entirely upon their ability to get special styling, and better' quality
fabrics, than they are able to get from domestic mills, which specialize primarily
in lower grade merchandise.

We are able to make fancy styles in this country and domestic mills are in-
creasingly attempting to develop styled fabries. However, the domestic industry
largely destroys the purpose of having a special style because their production
methods require longer runs. The foreign mills on the other hand, Japanese,
English and Italian, find it profitable to make small warps (as small as four
pieces to a style) enabling a large variety of exclusive styles.

What is obvious to us in the marketplace, is that foreign worsted and woolen
cloths are selling on the basis of style and quality ; whereas, domestic production
is selling at considerably lower prices and does not offer the clothing manu-
facturer the same style features or the variety in styles which are available in
the imports.

For example, silk and worsted fabric (which accounts for well over one-third of
worsted fabric imports from Japan over the last several years) is a unique cloth

- which is strictly a development of Japanese styling, technique and ingenuity and
a cloth which has not been duplicated anywhere else in the world, certainly not
by our domestic mills.

Imported worsted fabrics are made of the finest grades of virgin wool from
yarns spun in very high yarn counts and woven in finer constructions than cloth
produced in American mills.

My judgment of the marketplace is that the average American price for
worsted cloth runs from about $2.80 to $3.40 a yard. This is where the volume
business is done by our domestic mills with perhaps a very minute percentage
of production at higher price levels. In contrast, there is very little, if any,
worsted material brought in from Japan under about $4 per yard.

The Tariff Commission found the average landed value of Japanese worsteds
was “about $4 per linear yard, which is believed to be higher than the average
wholesale price of men’s domestic wool worsteds.” The Commission also found:

“The British imports are usually high-styled expensive fabrics averaging over
$5 per linear yard (duty-paid), and compete directly with a limited segment of
the domestic production of wool apparel fabrics.”

Whereas imports are confined primarily to the men’s suits field with some im-
ports utilized for high quality sport jackets, the domestic industry practically has
to itself the much more rapidly growing men’s slacks field and fabric for the
women’s trade. .

Import data (see attached table) shows that imports of wool fabric have been
declining over the last several years. Total imports dropped from 84.9 million
square yards in 1965 to 67.1 million square yards in 1966 and 60.6 million square
yards in 1967. For the same years, imports from Japan, the major supplier,
dropped from 40.4 million square yards in 1965 to 37.7 million square yards in
1966, with a slight increase to 38.7 million square yards in 1967.

Certainly this shows a declining pattern of imports, not the “rapidly increas-
ing” imports which the domestic industry would have you believe. Imports for
1968 so far are higher than 1967, but at about the same level as 1966.

Domestic worsted business has been booming, particularly in the polyester/
worsted blends in which they specialize and in which imports can hardly compete.

I am in the market every day and there is more than ample evidence that
domestic mills are solidly booked ahead and in many cases are not able to meet
their customers’ demands.

I participated in the Tariff Commission proceedings on textiles and apparel. I
believe that this report has put the entire matter in perspective. The Commission
found declining United States production of chiefly wool fabrics. However, it
remarked :
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“For the most part, the failure of output for such products to expand appears
attributable chiefly to changes either in fashion or style, to technology, or both.
In relatively few instances do imports appear to have been a major factor.”

The Commission continued : )

“The domestic output of woven wool fabrics has, however, also been materially
affected by the significantly greater popularity of blended woven fabrics, made in
the same-plants as all-wool fabrics particularly for use in lightweight summer
suiting and slacks.”

Quite clearly as the Commission found, this is an all fiber industry. If the United
States production of chiefly wool fabrics is decreasing, but production of chiefly
manmade fiber fabrics blended with wool is increasing, and all together there has
been an overall increase in production in the same mills, this is certainly no cause
for cries of injury or the imposition of quotas.

In conclusion, I would like to state that the essence of this business is style and
quality. Imports enjoy a favorable market for their high quality, high-priced fab-
rics, to the benefit of clothing manufacturers, retailers and consumers. The Amer-
ican industry is doing beautifully in its much broader market of lower priced,
mass-produced fabric. I believe that the domestic industry cannot only live with
imports but can, as it has shown, prosper.

Thank you. ‘

U. S. IMPORTS FOR CONSUMPTION OF APPAREL FABRICS, PRINCIPALLY WOOL, REPROCESSED WOOL OR REUSED
WOOL BY WEIGHT 1 ’

[Thousands of square yards}]

1965 1966 1967
40,380 37,749 38, 746
13,160 9,685 8,089
26, 251 14,710 8,403

1,587 1,489 2,160
3,545 3,430 3,201
84,923 67,063 60, 598

1 Includes apparel fabric from Italy in chief weight of wool but in chief value of other fibers.'See footnote 1 to table
B-3-9, U.S. Tariff Commission report on textiles and apparel.

Source: United States Tariff Commission. |

Mr. Burke. Thank you very much.

Are there any questions?

Mr. Landrum.

Mr. Lanprum. The last sentence in your statement, Mr. Bissinger,
“I believe that the domestic industry cannot only live with imports
but can, as it has shown, prosper.” This committee has no dispute with
that. The industry has no dispute with that.

That is so obvious that I am a little bit surprised that you would
make it in this situation. |

The true fact is that what we are trying to find here is at what
point, relatively speaking, production to consumption, does it reach
the point where we can’t live with it.

That is what we are concerned about. Your statement overlooks that,
as I have said earlier, that I believe Mr. Masaoka’s statement did.

I think what you are really doing, rather than thinking in terms
of the overall consequences to the American economy, particularly the
American job economy, is that you are making what I am afraid is
somewhat of a self-serving statement, and particularly when you cap it
with that sentence. ‘

Mr. Bissineger. Well, I am sorry I gave you that impression.
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I mean I came here specifically to speak of our own industry, with
which I am familiar, and I am not prepared to discuss an overall
picture.

Mr. Lanprom. I believe you have to agree, from the statistics that
are available, that the imports of the products that you are talking
about from Japan are about 50 percent of the American consumption
today. Is that about right, according to the Department of Commerce
statistics?

Japan, the principal source of imports of wool apparel fabrics, in
recent years supplied nearly two-thirds of the total yardage imports.

Now, in terms of square yards, imports of worsteds from Japan in
1967 were probably equivalent to more than 50 percent of the domestic
production of men’s wear wool worsteds.

I want to ask you if that is true—and I think we can’t argue with
whether it is true or not, unless we have other statistics, but, 1f that is
true, how much beyond that can we go and still have jobs in this in-
dustry in America?

That is the point we are trying to find out.

Mr. Bissinger. Before I answer the second point of your question,
may I ask our counsel to verify the first part of your statement ?

I refer to the 50 percent statement.

Mr. Burke. Have you been identified ?

Mr. Daniers. My name is Michael P. Daniels. , .

There has been a great deal of legerdemain with the figures, par-
ticularly in this field. When they talk about 50 percent, they talk about
50 percent of the fabric used in fall-weight suits for men, and it is
narrowly defined.

Although this might be true, I don’t know what the exact percentage
is. It is very high.

What they %eave out of these statistics are the production of all-
woolen and worsted fabrics for use in winter-weight suits, fall-weight
suits, slacks, sport jacketings, and in the women’s wear field.

Now, it is an experience that we have often had in this field, that,
if you define a market narrowly enough, you can come up with some
of the fantastically high percentages that you are talking about.

We do not believe that those figures are meaningful figures, nor
are they descriptive of what is happening in actual plants and fac-
tories, and what is happening to employment for particular workers.

Mr. Laxpruar. Just hold that just a minute. -

The question I presented to Mr. Bissinger, which you have attempt-
ed to answer, was this: In terms of square yards, imports of worsteds
from Japan in 1967 were probably equivalent to more than 50 percent
of the domestic production of men’s wear wool worsteds.

You were supposed to come around and speak to that, and now you
speak of the whole industry.

Mr. Danters. We think this is the whole industry.

Mr. Laxprum. Wait just a minute.
hYou say that we deal in legerdemain in statistics. Let’s look at
these.

Again, in 1961, percent of imports to production was 9.7, and that
has gone up: 11.1 in 1962; 12.8 in 1963—talking about all of them, not
just the men’s fall clothing—1964, 13.3; 1965, 20.6; 1966, 16.8.

Average for 1961 to 1966, 13.9, and in 1967, 16.9.
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What sort of legerdemain is that ?

Mr. Daniecs. I believe those are Commerce Department figures,
which are computed on the basis of consumption of fibers, and this is
overall on the entire wool sector, if I am not mistaken.

We have disputed these figures. We do not believe that these figures
accurately portray what has happened.

Mr. Lanprom. Which figure would you suggest we believe ?

Mr. Dax~iess. I think the Tariff Commission has done the best job
on this, by taking out a comparison of imports in fabrics, imports in
yarns, imports in apparel, separately, and then computing the ratio,
and I refer you particularly in the Tariff Commission report to table
C-27, where the figure for wool is 14.4 percent in 1966—these are
fabries—dropping from 17.1 percent in 1965; 11.8 percent in 1964 ;
11.3 percent in 1963,

I think what you actually see in the wool field, and this, by the way,
is wool fabric against wool fabric, not wool fabric or imports of all
fabrics competing with wool, which would include cheap-value wool
and cheap-value manmade fiber containing wool, which would show
an increasing domestic production, and as the figures have shown,
you actually have had a decreasing importation over the last few years
of these chiefly wool fabrics.

This is a cyclical industry, and we don’t mean to represent that they
are not going up in 1968, but available figures indicate that the 1968
imports will be at about the 1966 level.

So we certainly do dispute these figures that you read, Mr. Con-
gressman. ;

Mr. Lanprum. I want to ask you one question that I asked Mr.
Bissinger, and you just give me one answer, please.

How much beyond this level do you think we can go and still main-
tain jobs in America? How much more do you think we can import
and still prosper, as Mr. Bissinger has suggested?

Mr. Daniers. The point is not a specific number. It would vary.
That is to say, a given amount of imports would have a varying effect
on employment, depending on the product and depending on a lot
of other figures.

There are no magic numbers in this field. However, it seems to me
that when one looks at the overall figures for the industry, you have,
in 1966, 6.5 percent of imports in the fabric field ; that is, imports were
6.5 percent of domestic consumption.

If that went up to seven or eight or nine or 10, I don’t think it makes
any %iﬁ'erence, as long as domestic production is going up like this,
as it has.

Take one field. You will hear from Mr. Korzenik, who will tell you
about sweaters and knitwear. |

Mr. Burke. When you are talking about consumption, on what are
these figures based, 6 percent of what?

Mr. Danzers. That is what we call apparent domestic consumption.

Mr. Burke. The American selling price?

Mr. Danters. Imports plus domestic production, minus exports,
which means what disappears in our market, what is apparently con-
sumed in our market.

Mr. Burke. What selling price? The wholesale price as it arrives
in this country ?
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Mr. Danters. No. We never use value figures, because we don’t
believe they are fair.

You have to take physical units, so that we are talking yards or
pounds or units of one sort or another. }

Mr. Burke. But to me, I have to take the figures of the retail price
in this country.

What is the percentage. of the retail selling price for this product,
whether it is by pounds or yardage, or by what method ?

I would like to know what the percentage is of the selling price
here in America.

There is a lot of difference. When you quote a percentage, you can
be quoting a percentage of the wholesale price at the point where it
arrives, or you can quote the value of it as it is sold in the retail
market.

Is this the wholesale market, or the retail market, or before it is
shipped over here, or when it arrives?

Mr. Daniers. We believe that the most accurate measure is to meas-
ure physical volume.

Mr. Burke. I know you believe that, but I would like to know for my
information what the percentage is of the retail price.

Mr. Daniess. I suggest that you ask somebody with access to a bank
of computers, because it is almost impossible to figure out, first of all,
the retail prices.

Mr. Burke. You have given us a percentage, and I would like to
know how that percentage lines up with the percentage of the Amer-
ican selling price.

Mr. Daniets. I don’t really understand your question.

You are saying that the imports as a percentage of the retail price
of the same goods sold in America at retail? Is that what you are say-
ing? Is that the total sales of all these goods, and what is 1mports as a
percentage of that?

I think it would be impossible to compute.

I do submit that the physical measurement is a superior measure,
because there are varying price differentials among imports, and
among domestic production, and I don’t see what you come out with.

Mr. Burke. Let’s just take the dollar value, the percentage of what
it represents in the dollar value, and whether the dollar value is the
wholesale price, or the retail price that you are quoting to me.

I can understand that. I can’t go into the rest of this discussion, be-
cause I don’t understand what you are saying.

T can understand when you say that something is shipped into this
country, say, at a wholesale price of $5, and it retails at $9. If you say it
is 6 percent of the $5, or 6 percent of the $9, of the retail price, I will
understand what you are talking about.

I am merely trying to get some information. You people represent
the industry. You are the attorney here, and I should hope that some-
one here could come up with the answer.

Mr. Daniers. As Mr. Bissinger says, you are comparing prices, the
price of the landed duty-paid wholesale price. That is, the price at
which these fabrics we are talking about, as found by the Tariff Com-
mission, is about $4 per linear yard.

The price for domestic worsteds, which we maintain are not com-
parable in quality, are selling for about $2.80 to $3.40.
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The domestic fabrics are much cheaper, are of much poorer quality,
are mass produced, and made for a mass market. )

The fabrics that Mr. Bissinger is describing, which comprise practi-
cally all the imports, are high-quality fabrics for quality suits and
quality clothing, and the main point 1s they are moving in different
markets.

Mr. Burke. I don’t think there is any argument before this com-
mittee about high-priced, high-quality merchandise.

I think what we are concerned about here, more than anything else,
is the general merchandise that is coming into the country that is hav-
ing such an impact, and will have an impact on employment and on
business.

A country can produce a certain type of tweed, a little country like
Ireland, the wonderful suits that they produce, we can understand
when those suits come over that they are not in competition with any-
one. They have a special, unique type of suit.

We are not talking about that high-priced type of clothing.

Mr. Dax~iens. That is what Mr, Bissinger and these gentlemen are
bringing in, and that is our point. :

Mr. Burke. I don’t think they will be affected by any of this legis-
lation. I don’t think they have to worry about it.

Mr. Bissinger. I am glad to hear you say that. I wanted to be sure
that you understood we fill a quality niche in the American market.

Mr. Burke. I think you are overly concerned about this type of
product, because I don’t think that this is what we are discussing, and
what this committee is concerned with.

I think we are concerned with the flooding of the market with the
general type of goods that is purchased around the country, and not
the very expensive type that Miss Betty Furness talked about the other

day. ‘

ghe said that many women liked to buy Italian shoes, and she was
wearing a very expensive pair of Parisian pumps.

I don’t think that there is any concern on this type of product, and I
would hope that you would leave here with that understanding. I think
that we are discussing something else.

Mr. Bissinger. Thank you very much. I am glad to be relieved of
the concern.

Mr. Syrra. If T may, Mr. Chairman, I would like to clear up one
point with Congressman Landrum.

If I may, Congressman, you brought up the subject about the 50-
percent wool production, imports were 50 percent of the domestic wool
production.

I appeared before the Reciprocal Trade and Federal Trade Com-
mission in behalf of this association at the time when I was president,
and U.S. Commerce statistical records proved, and these were official
records, that the domestic industry, who produce primarily 55-percent
polyester and 45-percent wool, that is the main production in the do-
mestic industry today, they do not classify that production as wool
production. They classify 1t as synthetic production.

Mr. Burge. We want to thank you gentlemen for your testimony.
You have added a great deal to the record.

Mr. Bissinger. Thank you very much.
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Mr. Burke. The committee is going to be in recess for about 12
minutes, because there is a rollcall going on. )

Our next witness will be Dr. M. K. Horne, Jr.

(Brief recess.)

Mr. Lanoroum (presiding). The committee will resume.

Dr. M. K. Horne, Jr. ,

Dr. Horne, for the purpose of the record, will you identify your-
self and proceed with any statement that you have.

STATEMENT OF DR. M. K. HORNE, JR., CHIEF ECONOMIST,
NATIONAL COTTON COUNCIL OF AMERICA; ACCOMPANIED BY
ROY B. DAVIS, PRESIDENT; THOMAS 0. MURCHISON; AND
DR. CHARLES R. SAYRE

Dr. Horne. My name is M. K. Horne, Jr. I am chief economist of
the National Cotton Council, and I live at Memphis, Tenn. The gentle-
men sitting here are three outstanding cotton producer leaders from
three of our important cotton-growing States: Mr. Roy B. Davis, pres-
ident of the National Cotton Council, of Lubbock, Tex.; Dr. Charles
R. Sayre, of Greenwood, Miss.; and Mr. Thomas O. Murchison, of
Coy, Ark.

Mr. Lanorom. We are glad to have you, gentlemen.

Dr. Horne. The National Cotton Couneil is the central organization
of this country’s raw cotton industry. It exists to represent and serve
the seven branches of this industry, reaching as they do across the
whole length of our country from east to west. They are the cotton-
growers, the ginners, the merchants, the warehousemen, the coopera-
tives, the manufacturers, and the cottonseed crushers.

Our prepared statement, Mr. Chairman, would require more time
than you have been able to allot to us so that we would like to submit
the full statement with the hope that it will have your attention and
that you will include it in the printed record.

Mr. Lanpruat. We will receive the statement as it is printed to be
placed in the record, and you may proceed to narrate or improvise
as you desire.

Dr. Hornge. Thank you, sir.

In this allotted time that I have of 15 minutes I would like to skim
through this statement, read a few selected sentences, try to touch on
some of the main points that we have in it. I hope I can do this in a
fairly coherent and intelligible way.

Mr. Lanorom. Very well, sir.

Dr. Hor~e. Our cotton economy depends vitally upon both its do-
mestic and its export markets, and one of our foremost concerns is
the export market which has been on a downward trend for the past
10 years. There could be no sound future for cotton unless this export
trend is checked and turned upward. A large part of the cotton coun-
cil’s energy is directed toward that export market objective.

Now it is likewise essential that the domestic market for cotton be
saved and expanded. That usually takes on an average roughly two-
thirds of our total production. One of our greatest problems is this
domestic market is the rapidly rising trend of textile imports which
displace the consumption of cotton in our domestic mills.
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It is sometimes argued that when we ask for reasonable restraints
on textile imports, we are doing unreasonable harm to cotton exports.
Now, those arguments are largely fallacious we feel and we would like
to deal with them in the latter few minutes of this statement.

Now, with respect to textile imports, it is logical for cotton people
to talk in terms of the raw cotton contained in these imports, that is
the amount of cotton required to manufacture the yarn or fabric and
end products imported into this country.

We have submitted to you at the back of this statement a number
of charts and the one marked “Exhibit A,” which I hope is available
to you, has this information that I just mentioned for each of the last
15 calendar years and a projection for the present year at the rate that
prevailed during the first 4 months on which we have figures.

This chart in exhibit A makes it plain enough that these imports of
cotten in manufactured form are in a powerful upward trend through
the years. They have gone from less than 100,000 bales in 1953 to a
million bales or more today.

They have had.several temporary reversals, that trend has, but the
trend nevertheless always reasserts itself and heads on up. There is no
sound reason to expect t%at this rising trend will level off or slow down
or even stop accelerating in the foreseeable future unless our govern-
mental policy toward these imports is significantly improved.

These imports have reached a level where they must be looked upon
as one of the greatest and most fundamental threats to the whole fu-
ture of American cotton. They now represent almost one bale of cotton
for every seven that American farmers produced in this country last
season or one for every 12 produced on average over the past 5 years.

Now, in the chart marked “Exhibit B,” which we have submitted,
there is an upper curve representing domestic mill consumption and
a middle curve is our raw cotton exports, and there is a lower curve
for our cotton imports in the form of textile products.

Now, for the current year domestic consumption is placed at 9.1
million bales, exports at 4.2 million and imports at 1 million bales.

For a long time there was a tendency in some quarters to belittle our
concern about these imports on the ground that the then current vol-
ume of them was quite small in relation to our total market, but surely
nobody could belittle the problem of these imports today.

Already the imports represent one bale of cotton for every four that
we export and one for every nine bales consumed by domestic mills, and
the imports are trending strongly upward while the exports are trend-
ing strongly downward, and the domestic market has no real trend one
way or the other. |

ur failure to expand or even maintain the total market for Amer-
ican cotton is at the very source of this problem, our failure to expand
and maintain these markets. ‘ '

Now great efforts are being made to solve this problem by methods
that are sound and beneficial to our country and to the whole world.
Both Government and private enterprise are necessarily involved in
these efforts. 3 . .

To a very considerable degree our Congress has recognized the im-

ortance of cotton to millions of people, to the economies of 18 or 19
States, to consumers everywhere, to the country’s balance of payments,

96-169 0—68—npt. 6——17
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and to all the farm people who would be hurt if our cotton lands were
converted to other farm enterprises.

For these reasons, the Government has programs aimed at sustaining
farm income while supply is being adjusted to demand and in helpin,
us bridge the gap from where we are to where we need to be in a WOI'I%:
of intense fiber competition, but it is inconsistent for the Government
in another arm of its policy to permit a tremendous upsurge of im-
ports which are undermining the very markets that have to be built up.

Our cotton textile imports which are already at a million bales a year
and pointed upward have become a very major contributor to all the
acreage cutbacks, all the hardships and dislocations throughout our
indusitry and all the taxpayer expense which the Government program
entails.

Now, the private producers of cotton have been tackling their own
responsibilities in a manner that ought to be widely recognized and
appreciated. They have voted upon themselves an assessment of a dol-
lar a bale for research and promotion programs which go to the heart
of their competitive problem against manmade or synthetic fiber. The
collection of this money from each one of the country’s some 325,000
cotton growers is essentially voluntary, but the number of them who
have declined to bear their share of this load is just minimal, just about
3 percent.

This year for the first time now this greatly expanded cotton re-
search and promotion effort is underway. It will require vision and
fﬁith and patience for all these people to maintain this effort across
the years.

They will be looking for results in their domestic market. The re-
sults should not be eaten up by continued rapid expansion of textile
imports. In this effort our producers have a fair fighting chance to meet
their synthetic fiber competition, but they have no chance whatever to
meet the rising competition of imported cotton which has been manu-
factured abroad into textile products at wage rates that are just a small
fraction of our own.

Efforts were made both in 1960 and in 1962 to get action on these
imports under section 22 of the Agricultural Adjustment Act. But the
Tariff Commission, in finding unfavorably for cotton on both those
occasions by split decisions, put great stress on the fact that the textile
industry is also involved, and it appeared to be swayed strongly by the
thought that a favorable ruling for cotton would also give relief to the
textile industry and that that would be outside of the intent of the
legislation.

It should be made clear that raw cotton itself is vitally concerned
with this import problem. This is over and beyond the fact that the tex-
tile industry is also concerned. Both industries, both of which are
mainstays for millions of people and for billions of dollars in invest-
ment, are vitally concerned here.

But even if it were possible today to get a section 22 action, this
would no longer solve the problem because of the enormous upsurge
which has occurred in the imports of textiles made from manmade
fibers just in the last few years. These textiles compete with cotton
products on our home market and in exhibit C that we have submitted
to you we have repeated the curve showing cotton imports in textile
form and for comparison there we have a curve for the raw cotton
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equivalent of the imports of manmade fiber in manufactured form.

Just within the past 4 years our imports of these manmade fiber
products have had a net increase, in 4 years, a net increase of nearly
half a million cotton bale equivalents.

The long-term arrangement for international trade in cotton tex-
tiles provides a certain amount of restraint upon cotton textile import,
but experience has proven that this device is very, very inadequate.

Actually the biggest increases have come since this arrangement
was adopted. The trend of these imports as shown on a moving aver-
age that I have inserted there in exhibit A has risen 55 percent in
the last 4 years with the long-term arrangement in force throughout.
Now, the reasons why this system permits such increases may be argu-
able, but the fact that it actually does so is not arguable. It is just a
fact. It is documented in exhibit X

Now, the terms of each quota arrangement as well as the decision
whether there shall be a quota or not in each case are essentially matters
for individual negotiation. While the negotiators are governed by
a stipulated minimum increase, a minimum increase of 5 percent each
year for each country in which the quota applies, they work under no
stipulated maximum whatever, and then the manmade fiber imports
are just outside of the long-term arrangement. They come under no
quota restraints whatever.

Against this background of experience, gentlemen, the national cot-
ton council recognizes the very urgent need for new legislation which
will place all these textile imports under a reasonable degree of re-
straint. The cotton council favors the principle that the increases in
such imports should be limited to a reasonable and clearly defined
share of any growth which actually does occur in the domestic market
for textile products so that our own raw cotton people will be able to
plan and work and invest for future production with some confidence
that their efforts will not be undermined by unfair import competition
and that they themselves will participate equitably in any future ex-
pansion of their domestic market. -

Now, then, a word finally on the relationship of all this to our export
market for raw cotton. It is sometimes said that the cotton which we
import in textile form is actually our own cotton which has been ex-
ported in raw form and made into textiles abroad and reshipped to us.
Now, this is just largely untrue today.

The 10 countries which sent us the largest amount of textiles last
year get less than 14 percent of their cotton from the United States.
The most striking of all our increases in cotton textile imports during
recent years have come from countries which grow their own cotton.
Our biggest imports of cotton textiles have come from the countries
which grow the raw material right within their own boundaries.

This fact is set out graphically in exhibit D which I have submitted.
It is also argued, and you have been reminded of it right recently, that
if we place greater restraints on textile imports, the exporting coun-
tries will retaliate by refusing to buy our cotton. i

Such arguments would hardly seem to come from people who realize
that over the past 15 years we have allowed cotton textile imports to
rise tenfold to a million bales or more. These arguments sound as if we
want to cut back all these imports rather than placing them under a
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system that gives the foreign textile exporters a share of the future
growth. Who would really have a right to be offended at that?

In actual fact, many of the raw cotton importing countries have
bought less and less of their fiber from us, of their cotton from us over
the very period when out textile imports have been rising so very
rapidly, and they have bought more and more of their raw cotton from
countries which just have incomparably stricter controls on their own
textile imports than we have on ours.

Cotton is a basic raw material upon which a great deal of the world’s
industrial employment turns. As long as countries need and can pay
for it, they are going to buy it, and it seems very likely that in the
future and in the past the foreign manufacturers will place their orders
where they find it most advantageous to place them. Rather than
spending our time on theoretical and imaginary fears, we ought to be
looking at our real problems in the cotton export market, and in my
concluding half-minute I will mention what we look on as the biggest
and most basic of them all.

We have quite a few problems in export, but the biggest one of all
is this: We need fair protection against textile imports so that we will
have a fair chance to show here in this country that cotton can meet the
competition of synthetic fibers.

If this can be demonstrated on our domestic market, it can by our
leadership and example be done also in the foreign cottom importing
countries, Western Europe, Japan, Canada, and so on, so that our ex-
port market can begin growing again. I developed that in considerably
more detail in our full statement.

Mr. Chairman and gentlemen, we thank you for the the opportunity
to be heard, and we respectfully urge that this great problem have
your careful consideration.

(Mr. Horne’s prepared statement follows:)

STATEMENT oF M. K. HORNE, JR., CHIEF EcoNoMIST, NATIONAL CoTTON COUNCIL
OF AMERICA

The National Cotton Council is the central organization of this country’s raw
cotton industry. It exists to represent and serve the seven branches of this indus-
try, reaching as they do across the whole length of our country from east to west.
They are the cotton growers, the ginners, the merchants, the warehousemen, the
cooperatives, the manufacturers, and the cottonseed crushers. Accordingly this
testimony will be from the standpoint of American raw cotton.

Cotton, as you know, is a great world commodity, and this country has long
been the world’s leader in the amount produced, the amount consumed domesti-
cally and the amount sold in exports. Over the past ten years, on average, about
two-thirds of our cotton has been sold for use in our domestic mills and about
one-third of it has moved into exports. Our industry depends vitally upon realistic
policies toward both markets.

One of our foremost concerns is the export market. It has been in a declining
trend for the past ten years. There can be no sound future for cotton unless this
trend is checked and turned upward. A large part of the Cotton Council’s energy
is directed toward that objective. We certainly appreciate our export customers.
It is essential that our export market be saved and expanded.

It is likewise essential that the domestic market for cotton be saved and ex-
panded. One of our greatest problems in this market is the rapidly rising trend of
textile imports which displace the consumption of cotton in our domestic mills. It
is sometimes argued that when we ask for reasonable restraints upon textile
imports we are doing unreasonable harm to cotton exports. Those arguments are
largely fallacious, and I would like to deal with them in the latter portion of this
statement. As a matter of fact, as I shall undertake to show, if we do not get
reasonable restraints upon textile imports, we are very likely to lose our cotton
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export market also. We must maintain and expand both markets (the domestic
and the export) or give up on both of them. It is very important that we keep
them both—not only to cotton people, but to the whole nation. This is particularly
apparent in a time of great stress upon the balance of payments and upon the
federal budget. !

THE VOLUME AND TREND OF COTTON TEXTILE IMPORTS

From the standpoint of cotton people, it is logical to talk in terms of the raw
cotton which is contained in these textile imports. The U.S. Department of Agri-
culture has a detailed system for converting the various classes of imported yarn,
fabric, and end products into the amount of cotton which was required for their
manufacture. In the attached chart, marked “Exhibit A”, we have the Depart-
ment’s figures for the total amount of cotton which was imported in manufactured
form during each of the last 15 calendar years. These amounts are indicated
along the heavy black curve in Exhibit A. We have similar figures for the first
four months of 1968, and these have been simply multiplied by three to get the
very tentative projection for the year. This comes almost exactly to one million
bales.

This chart makes it plain enough that these imports are in a powerful upward
trend. They have gone from less than 100,000 bales in 1953 to a million bales or
more today. It is also apparent that the imports fluctuate considerably. We see
that even on an annual basis there have been several temporary reversals of the
trend, but that the trend always reasserts itself and heads on upward. There was
a drop-off in 1937, but it was less than half as steep as the record increase of the
previous year. Now there are indications that we are in another sharp upward
movement of the imports, which may carry the actual total for 1968 far above the
rate of recent months, which is shown in Exhibit A.

The trend is made a little more vivid in Exhibit A by the use of a three-year
moving average, which is shown in the finer of the two curves. When three-year
averages are used, all temporary reversals of the upward trend disappear en-
tirely, and it becomes consistently upward, with some tendency to accelerate. We
have heard assurances in the past that somehow this basic trend was about to
level off, but the assurances have all proven false. There is no sound reason to
expect that it will level off or slow down or even stop accelerating in the fore-
seeable future unless our governmental policy toward these imports is signifi-
cantly improved. :

Now that these imports have reached an annual volume of a million bales or
more, with a trend pointed strongly upward, they must be looked upon as one of
the greatest and most fundamental threats to the whole future of American cot-
ton. These imports now represent almost one bale of cotton for every seven that
American farmers produced in the latest season, or one for every 12 produced on
average over the last five years.

In the chart marked “Exhibit B”, we have the import record in the perspective
of our entire market. The upper curve represents domestic mill consumption, the
middle curve our cotton exports, and tpe lower curve our cotton imports in the
form of textile products. The import curve appears much lower here than in the
previous chart, because a different scale was used in order to accommodate the
other figures. Again the period covered is the last 15 years.* For the current year
in each case, domestic consumption is placed at 9.1 million bales, exports at 4.2
million, and imports at 1 million. !

For a long time there was a tendency in some quarters to belittle our concern
about these imports on the ground that the current volume was quite small in
relation to our total markets. But surely no one could belittle the problem today.
Already the imports represent one bale of cotton for every four that we export,
and one for every nine consumed by domestic mills. And the imports are trending
strongly upward while the exports are trending strongly downward and the
domestic market has no real trend one way or the other.

“GROWTH” IN THE DOMESTIC MARKET

From time to time we hear claims that the foreign exporters are merely sharing
in the “growth” of our domestic market. But in Exhibit B we have the record of

1The import figures are for calendar years, while the consumption and export figures
are for crop years, which go from August 1 to August 1. Therefore the import figures are
plotted on the time scale at the center of each calendar year and the other figures are the
center of each crop year.
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domestic mill consumption over the past 15 years—and where is the growth?
None of it is to be found there. The American people do consume more cotton
today than they did at the first of this period. But all of the increase has gone
to the imported textiles. They have taken all the growth. No industry can have
economic health in the dynamic world to today unless it can share in the economic
growth that is going on everywhere. These textile imports have denied us the
growth that we otherwise would have had in our domestic market.

There is no doubt that American cotton is in real trouble and that the trouble
stems from our competitive situation. Great efforts are being made to solve the
problem by methods that are sound and beneficial to our country and to the whole
world. Both Government and private enterprise are necessarily involved.

THE GOVERNMENT PROGRAM

In battling to meet a broad range of competitors, our producers are obliged
to push forward toward greater efficiency and productivity. They are doing just
that, but this kind of progress means that surpluses will be built up unless cotton
can share in the expanding consumption of fibers. But you see in Exhibit B that
our total market has not only failed to expand, but has declined. To a very
considerable degree, our Congress has recognized the importance of cotton to
millions of people, to the economies of some 18 states, to consumers everywhere, to
the country’s balance of payments, and to all the farm people who would be hurt
if our cotton lands were converted to other farm enterprises. Accordingly the
Government does have quite expensive programs aimed at sustaining farm income
while supply is being adjusted to demand and at helping us bridge the gap from
where we are to where we need to be in a world of intense fiber competition.

But it seems inconsistent for the Government, in another arm of its policy,
to permit a tremendous upsurge of imports which are undermining the very
markets that must be built up. Our cotton textile imports, which are already at
a million bales a year and pointed upward, have become a very major contributor
to all the acreage cut-backs, all the hardships and dislocations throughout our
industry, and all the taxpayer expense which the Government cotton program
entails.

THE GROWERS’ NEW RESEARCH AND PROMOTION PROGRAM

While the Government has its essential role, the private producers of cotton
have been tackling their own responsibilities in a manner that should be widely
recognized and appreciated. They have voted upon themselves an assessment
of a dollar a bale for research and promotion programs which go to the heart
of their competitive problem against man-made or synthetic fiber. The collection
of this money from each one of the country’s 825,000 cotton growers is essentially
voluntary, but the number who have declined to bear their share of the load is
quite minimal—about 3 per cent. This year, for the first time, this greatly ex-
panded cotton research and promotion effort is under way. This is the realistic
way for these thousands of farmers to meet the challenge of modern science and
advertising. The results are bound to be good for all mankind. But it will require
vision and faith and patience for all these people to maintain this effort across
the years. They will be looking for results on their domestic market. The results
should not be eaten up by continued rapid expansion of textile imports. In this
effort our producers have a fair, fighting chance to meet their synthetic fiber
competition. But they have no chance whatever to meet the rising competition
of imported cotton which has been manufactured abroad into textile products
at wage rates that are only a small fraction of our own. Our cotton growers
deserve a better chance than this. The whole idea that cotton can survive and
serve mankind in the modern world deserves a better chance than this.

FRUSTRATED EFFORTS UNDER SECTION 22

We have tried for a long time to get Government action that would bring these
imports under better control. Hearings were held on two occasions by the Tariff
Commission to consider action under Section 22 of the Agricultural Adjustment
Act, as amended. We have had quotas on imports of raw cotton under this
provision since 1939. The imports of cotton in the form of textiles are far greater
and more damaging to the Government’s cotton program than the imports of
upland raw cotton have ever been. This was true even back in 1960 and 1962.
But the Tariff Commission, in finding unfavorably for cotton on both occasions
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by split decisions, put great stress on the fact that the textile industry was also
involved, and appeared to be swayed by the thought that a favorable ruling for
cotton would also give relief to the textile industry and that this would be out-
side of the intent of the legislation.

It should somehow be made clear that raw cotton itself is vitally concerned
with this import problem. This is over and beyond the fact that the textile
industry is also concerned. Both industries, both of which are mainstays for
millions of people and for billions of dollars in investment, are vitally concerned.

Even if it were possible today to go back once more to the Tariff Commission
and get a reversal of its earlier positions, this would no longer solve the problem
for American cotton, because of the enormous upsurge which has occurred in the
imports of textiles made from man-made fibers just in the last few years. These
textiles compete with cotton products on our home market. In Exhibit C we have
repeated the curve showing cotton imports in textile form, and for comparison we
have a curve for the imports of man-made fiber in such form. The Department of
Agriculture publishes figures for the imports of these man-made fiber products
converted into the pounds of fiber which they contain, and we have converted
those figures by a crude method into their estimated cotton equivalent. Again the
figure for the present year is a simple projection based on the first four months.

Just within the past four years our imports of these man-made fiber products
have had a net increase of nearly half a million cotton bale equivalents. These
imports plus the cotton product imports are already at a level of nearly 134 mil-
lion cotton bale equivalents, and rising very steeply. This new development of
man-made fiber product imports is also weighing down upon us in our efforts
to increase the domestic consumption of cotton. It adds a terrific new dimension
to the whole cotton problem that we have been reviewing here. The whole prob-
lem clearly goes beyond what we can hope to solve under the provisions of Sec-
tion 22. It needs to be looked upon in its entirety, as your Committee is doing.

THE LONG TERM ARRANGEMENT

The Long Term Arrangement for international trade in cotton textiles provides
a certain amount of restraint upon such imports, but experience has proven this
device to be very, very inadequate, for three reasons :

First, the Arrangement itself provides a minimum increase of 5 per cent each
year, which is virtually automatic, in each import quota. This in itself seems
highly excessive when we consider that our domestic mill consumption of cotton
has had no upward trend at all.

Second, the import increases which have actually occurred have been far in
excess of that b per cent figure. We saw the record in Exhibit A. The actual trend
of these imports, as shown by the moving average, has risen 55 per cent in the
last four years, with the Long Term Arrangement in force throughout. The rea-
sons why this system permits such increases may be arguable, but the fact that
it actually does so is documented in Exhibit A.

The terms of each quota arrangement, as well as the decision whether to have
a quota at all, are essentially matters for individual negotiation. While the nego-
tiators are governed by a stipulated minimum increase of 5 per cent each year,
they work under no stipulated maximum whatever. Under this system it is hardly
surprising that the exporting countries gain one concession or another again and
again. One of the most striking examples came in connection with the latest ex-
tension of the Long Term Arrangement, which occurred last year. As a price for
getting quite a few countries to agree to the extension at all, our country gave
them special “bonuses” or sweeteners in the form of additional quota increases.
But it was only a three-year extension. Now within another year or so we pre-
sumably will be negotiating for the next extension and bargaining off additional
parts of our market as the price of cooperation.

The third reason is simply that the man-made fiber product imports are entirely
outside the Long Term Arrangement. They come into the country under no quota
restraints whatever, and this clearly explains the remarkable upsurge of these
imports in the last few years, which we observed in Exhibit C.

THE NECESSITY FOR NEW LEGISLATION

Against this background of experience, the National Cotton Council recognizes
the very urgent need for new legislation which will place all these textile im-
ports under a reasonable degree of restraint. The Council favors the principle that
the increases in such imports should be limited to a reasonable and clearly defined
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share of any growth which actually does occur in the domestic market for textile
products, so that our own raw cotton people will be able to plan and work and
invest for future production with some confidence that their efforts will not be
undermined by unfair import competition and that they themselves will partici-
pate equitably in any future expansion of their domestic market.

THE EXPORT MARKET

Now let me turn finally to the relationship which all this holds to our export
market for raw cotton. It is sometimes said that the cotton which we import in
textile form is really our own cotton, which has been exported in raw form, made
into textiles abroad, and reshipped here. There was merit to this argument years
ago, but it has little merit today. For decades we have seen the ratio of our cotton
exports to the foreign consumption of cotton trend down and down. Today foreign
cotton consumption fluctuates around 40 million bales or so, but our exports this
year will be only about a tenth of that figure. For the ten countries which sent us
the largest amount of cotton textiles last year, we have analyzed the figures
on the sources of their raw cotton supplies, and we found that as a group those
countries get less than 14 percent of their cotton from the United States.

If our cotton textile imports actually provided any significant boost for raw
cotton exports, we might expect to find some evidence in the trend of such exports.
But we certainly find none in Exhibit B. While the imports are trending strongly
upward, the exports are trending strongly downward. That is a kind of “help”
that our exports could do without.

As a matter of fact, the most striking of all our increases in cotton textile im-
ports during recent years have come from countries which grow their own cotton.
This is set out graphically in Exhibit D and in the accompanying table giving
figures for individual countries. (These figures are only available in terms of
equivalent square yards.) To summarize the recent trends, we have consolidated
the last nine years into three-year periods, and we have grouped certain countries
together.

Notice especially the heaviest line in Exhibit D. Here we have the imports from
ten cotton-growing countries: Brazil, Colombia, Greece, India, Israel, Mexico,
Pakistan, Portugal (which has its colonial supply), Spain, and the United Arab
Republic. Here we have the most important sources of the increases which have
occurred in recent years. The average annual increases across the period of this
chart came to 6.9 percent for Japan, 7.8 percent for Hong Kong, and 8.5 percent
for the group of six European countries; but they were 25.6 percent per year for
the ten countries which grow all or most of their own cotton. Clearly this is where
the greatest threat for the future lies, and there is nothing but sheer market loss
for us in imports from this source.

“RETALIATION” AND REALITY

It is also argued that if we place greater restraints on textile imports, the
exporting countries will retaliate by refusing to buy our cotton. Such arguments
would hardly seem to come from people who realize that over the past 15 years we
have allowed cotton textile imports to rise ten-fold to a million bales or more. The
arguments sound as if we want to cut back all these imports rather than placing
them under a system which gives the foreign textile exporters a share of the
future growth.

‘Who would have a right to be offended at that? In actual fact, many of the
raw cotton importing countries have brought less and less of their fiber from us
over the very period when our textile imports have been rising so rapidly, and
they have bought more and more of their raw cotton from countries which have
incomparably stricter controls on their own textile imports than we have.

Cotton is a basic raw material, upon which a great deal of the world’s indus-
trial employment turns. As long as countries need and can pay for it, they are
going to buy it, and it seems very likely that in the future as in the past the
foreign manufacturers will place their orders where they find it most advantage-
ous to place them.

THE BIGGEST EXPORT PROBLEM

Rather than spending our time on theoretical and imaginary fears, we ought to
be looking at our real problems in the export market. Cotton has plenty of them,
but the biggest of all is the one that I would like to mention in conclusion.
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In recent years our biggest trouble inh the export market has been the same one
that we face here at home—namely, the rising competition of synthetic fiber. The
synthetics have invaded so many of cotton’s markets that cotton consumption has
had virtually no improvement at all in the foreign importing countries, taken as
a whole. The synthetic competition has to be met effectively if our export market
is to have a real future, and this has to be done with a realistic effort, involving
all the tools of modern fiber competition—not only price, but also research and
sales promotion. Programs of research and promotion are being pushed forward
in Western Europe and Japan by the newly formed International Institute for
Cotton. They can succeed, but they are bound to take their main guidance, as well
as their leading support, from the United States. There is no other cotton-growing
country which can even compare with our own in its capacity for progress
through research and modern merchandising. If the way to meet synthetic com-
petition is going to be demonstrated, it has to be demonstrated here. If we succeed,
the programs in the foreign importing countries are likely to succeed also by using
the same techniques and example. If we fail, they are almost sure to fail.

So the future of our exports, as well as our domestic market, hinges vitally on
the success of the bold new effort in research and promotion which our cotton
growers are now launching through their Cotton Producers Institute. As we have
already noted, they have a real chance to succeed against their synthetic fiber
competition, but no chance at all against rising textile imports unless they are
brought under better control. S0 the whole future of cotton, not only here but in
the foreign world, is at stake on whether the Congress takes new and realistic
action upon textile imports.

We thank you for the opportunity to be heard and respectfully urge that this
great problem receive your careful consideration.
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cxhibit D

U. S. COTTON TEXTILE IMPORTS
(tt1lioms of Equivalemt Square Yards)

500 500
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#Brasil, Colombia, Greece, **Data for 1968 représents simple projections of
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U.S. DATA USED IN EXHIBITS A, B, AND C ATTACHED TO TESTIMONY OF M. K. HORNE, JR., NATIONAL COTTON
COUNCIL, BEFORE THE COMMITTEE ON WAYS AND MEANS OF THE U.S. HOUSE OF REPRESENTATIVES, JUNE 19,
1968

[¢)) @ @) (O]

Cotton imports  Man-made fiber Domestic mill

in manufactured imports in man- consumption Exports of raw

form (thousands  ufactured form Crop years of cotton cotton (thousands

of equivalent (thousand equiva- (thousands of of bales)
bales) lent cotton bales) bales)
Calendar years: |

1953 92.8 - 16.3 1952-53 9,461 3,048
1954___ 101. 1 1 22.2 1953-54 8,576 3,760
1955___ 181.2 28.4 1954-55 8, 841 , 44
1956 225.0 31.0 1955-56 9,210 2,215
1957___ 199.1 33.0 1956-57 8,608 7,598
1958... 233.8 46.2 1957-58 7,999 , 717
1959 360.3 . 99.6 1958-59 8,703 2,789
1960 ___. 525.5 104.0 1959-60 9,017 7,182
1961 __. 393.5 91, 1960-6 8,279 6,632
1962.....__ 645.5 123.1 1961-62 8,954 4,913
1963 634.0 132.5 1962-63 8,419 , 351
1964... 625.3 175.8 1963-64 8,609 5,662
1965.... 283.2 1964-65 9,171 4,060
1966 1,056.2 411.6 1965-66 9,497 .
1967 913.5 492,7 1966-67 9,485 4,669
1968 1999, 6 1666.8 1967-68 29,080 34,200

Sources: Column (1) from U.S, Department of Agriculture. For 1968 projection, see text. For Column (2) see text. (Fila-
ment yarn is included.) Columns (3) and (4) from U.S. Department of Commerce.

1 Crude projection based on first 4 months (January through April).
2 Projection based on first 9 months (August through April).
3 U.S. Department of Agriculture estimate.
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U.S. COTTON IMPORTS IN MANUFACTURED FORM—DATA USED IN EXHIBIT D ATTACHED TO TESTIMONY OF M. K.
HORNE, JR., NATIONAL COTTON COUNCIL BEFORE THE COMMITTEE ON WAYS AND MEANS OF THE U.S. HOUSE
OF REPRESENTATIVES, JUNE 19, 1968

[Thousands of equivalent square yards]

1960-62 1963-65 1966-68 2
annual annual annual
average average average
10 Cottongrowing countries:
BIZl oo 3,029 22,215 54,768
Colombia 5,757 16,913 38,975
Greece_.._ 1,375 4,160 14, 409
India._ 33,241 65, 028 71,838
Israel_ 6, 488 8,752 23,580
Mexico 5, 554 8,886 99, 436
Pakista 13,120 33,673 49,810
Portugal 1__ 72,849 51,964 88,654
ain.._ ... 31,320 25,821 51,512
United Arab Repub,ic. . 32,095 28,688 26,630
Subtotal. - o icimeaae- 204,828 266,100 519,612
Japan___.._____ . 289, 168 344,375 409, 296
Hong Kong_ - o e 247,351 271, 889 363,139
6 European countries:
i 22,600 29, 448 37,246
19, 342 14, 092 26,534
9,732 6,638 12,172
11,927 11,959 15,332
14,321 17,291 20, 302
5,052 13,550 13,633
Subtotal i 82,974 92,978 125,219
All other CoUNtries - - - - o oo oo 155,170 181, 822 268,514
Grand total o emiieeiooo 979, 491 1,157,164 1,685,780

1 Portugal’s colonies, Angola and Mozambique, grow cotton. )
2 Data for 1968 represent simple projections based on imports during 1st 3 months (or 1st 4 months where available)

Source: U.S. Department of Commerce, Office of Textiles.

Mr. Burke (presiding). Thank you.

Are there any questions?

Mr. Lanxoroa. I wonder if I could sum up in one short sentence
what I feel is the most salient thing in your statement. That is that
we are not only importing textile goods, manufactured products to
the extent that it is detrimental to our own American cotton, but
that the great majority of the texile products that we are importing
that are of the cotton variety are manufactured from cotton that
was not grown in this country.

Dr. Horne. Yes, sir; the overwhelming majority. The foreign
world consumes about 40 million bales of cotton a year. This year we
export about 4 million or maybe slightly more. We have only a
relatively small participation in the supplying of raw materials to
these foreign manufacturers as a whole.

Mr. TLaxoroy. Did I understand you to say, Dr. Horne, that the
majority of the cotton-supplying countries to our competitors in the
textile field have a very highly restricted quota system on textiles
going into their countries? o

Dr. HorxE. Yes; you could say that. I suppose you are talking in
terms of the major part, in quantity?

Mr. LaxproM. Yes.

Dr. Horxe. You see, the biggest increases are coming from these
countries that are categorized as less developed which even under
GATT have a carte blanche permission to have complete restrictions
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on their textile imports and generally they have practically just in
effect almost total limitations on imports of textiles.

In many cases, of course, they even subsidize the exports. The
GATT itself has documented the fact that they actually subsidize
these exports in some cases and then we have heard a lot of discussion
of Japan this afternoon, saying that its import policy is very, very
restricted, and so on.

Mr. Lanorom. Is it your feeling, Dr. Horne, that if H.R. 11758
were enacted or became a part of some bill that is enacted, that that
could have an adverse effect on our agricultural exports other than
cotton? Do you think it could?

Dr. Horxe. Well, T haven’t analyzed that as closely as I have the
cotton portion, but I would be skeptical. T certainly think this idea
is greatly exaggerated. I wouldn’t set myself up as an expert on the
effect that it would have on all our agricultural exports.

Mr. Lanprum. We have the broad general statement made to us
that if we enact such legislation as is proposed in these bills it will
result in retaliation insofar as our agricultural exports from this
country are concerned. I wonder if you have a view on that.

Dr. Horwe. Of these agricultural exports, cotton is a great example,
and we don’t fear it in cotton, but I would say in general among
agricultural exports is the fact that these things are necessities. We
don’t fear restrictions on imports of cotton because it is a necessity.
You look all over the world and find virtually no limitations on the
importation of cotton because it is such a basic raw material that
people have to have. A lot of their survival of the country depends
on getting this basic raw material.

Food is the very last thing that people would want to put under
great restriction as to imports. Foods have to be imported.

Mr. Burke. Do any one of you other gentlemen want to make a
statement ?

Mr. Conable? ;

Mr. ConaBre. Doctor, the Soviet Union is a major producer of
cotton and cotton goods. Does much of its produce find its way into
the world market?

Dr. Horne. Yes, it does. |

Mr. Conaere. And it becomes a competitive factor abroad. Al-
though probably very little of it finds its way indirectly into this
country, it does go to markets that might otherwise potentially be
American markets, is that correct?

Dr. Horne. Yes. I wouldn’t even say that a substantial amount
doesn’t enter this country because look at Japan. Japan has now
begun importing a great amount of Russian cotton, and numerous
. other countries from which we import textiles are buying from Rus-
sia, so that the cotton that we buy in New York in a shirt may have
been grown in Russia.

Mr. Cowasre. Does Russia now purchase or otherwise acquire a
large part of the Egyptian cotton crop? '

Dr. HorxEe. Yes, sir. This is a thing dictated, T am sure, less by
economics than by other considerations. They seem to import more
of this very special type of cotton grown in Egypt than they need,
and I am informed that they in turn place a lot of it back on the
market, on the export market. They do buy extensively.
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Mr. Conapre. In other words, Russia grows most of what she needs
for her own purposes?

Dr. Horne. Yes. Russia has a net export balance of cotton.

Mr. Conasre. Thank you.

Mr. Burge. Thank you, Dr. Horne.

Thank you very much.

Dr. Sayre. Mr. Chairman, may I comment on the question of the
effect on agricultural exports in general ¢

I think obviously price, availability, and quality in how we have to
compete with our agricultural exports in world markets whether it be
cotton or food. I think Dr. Horne is completely correct that where they
need our various food items certainly if they have the funds or other-
wils)e can provide currency or credit to get them, that they will continue
to buy.

I think, too, that in the future expansion of our agricultural exports
that the principle that is being outlined here in terms of cotton imports
to this country is related to providing still for those imports to share a
portion of our growth, but not take all of our growth.

In reverse, if we can share a part of the growth in food markets
around the world with our farm products, then I don’t believe our farm
products will get in trouble from that standpoint, so that I think this
principle that is being worked toward here is a very sound one and
obviously will not affect our farmersin general.

Mr. Burse. I think that you are correct, and I believe that the
wrong impression is in the minds of some people who are apparently
laboring under the illusion that somebody is asking for a cut in the
imports. None of the industries that have testified here have asked
for that. They have merely asked for a quota set on a flexible growth
and percentage of the American market and not cutting down in their
production overseas.

Al we are asking, I believe, is just to stop the acceleration that seems
to be taking place and for the life of me I cannot understand where
the objection 1s. I can’t understand it.

If we were trying to set up high tariff walls and everything else, I
could understand why they were using all these epithets about protec-
tionism and all these other things that they are saying, and massive
retaliation. Massive retaliation about what? About allowing them to
have a share in the market with an expansion that will go along with
both without destroying our industries here ¢

I think this is a fair proposal to make, and for the life of me I can’t
understand any of these witnesses who seem to indicate that, if we try
to set a fair formula in existence, that there is going to be massive
retaliation.

If we were setting up high tariffs and reverting back to 30 years ago
when they did set up these tariff walls, I could understand this feeling
and the statements that they are making, but I don’t think anyone has
a gun at anyone’s head here.

I think we are trying to be fair and help these countries out. I know
that I would say that the Japanese people should feel very happy
that this is the type of proposal that is being made here, not the type
that could be made if conditions got progressively worse.

I want to commend you gentlemen for your statements here,
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Mr. Davis. As a member of the trade mission that want to the
Orient, we find that importers were always scared of just what you
and Dr. Sayre have been talking about, but as you explained to them
the real position that we wanted to export, they became a lot more
friendly. I rather think we have just got a sales job.

Mr. Burke. I think there is a lack of dialog apparently with these
people overseas in letting them know what the feeling of Congress is,
that we are not asking for rollback, we are not asking for cutback, we
are not asking for high tariffs, but are merely asking for an orderly
procedure which to my mind, if I were in the busines, I certainly would
listen to, where the danger flags are up.

Thank you very much.

Our next witnes is Sidney S. Korzenik, executive director and coun-
sel, National Knitted Outerwear Association.

Would you identify yourself for the record and then, if you wish
to skip any of your testimony, your entire statement will appear in
the record.

STATEMENT OF SIDNEY S. KORZENIK, EXECUTIVE DIRECTOR AND
COUNSEL, NATIONAL XNITTED OUTERWEAR ASSOCIATION;
ACCOMPANIED BY JAMES McEVOY

Mr. Korzentk. Mr. Burke and gentlemen of the committee, my
name is Sidney S. Korzenik. I am accompanied by Mr. James McEvoy
of our association. 3

I appreciate even this brief allotment of time for presenting a few

%éghhghts in our industry’s experience with imports since World

ar 1I. We shall file a more detailed written statement for inclusion
in the record. f

I appear in behalf of the National Knitted Quterwear Association,
which consists of 825 firms engaged in manufacturing and selling
knitted outer apparel and knitted piece goods, and an additional 369
firms which are engaged in auxiliary trades.

The knitted outerwear industry produces a variety of end products,
including sweaters, knitted dresses, suits, swimwear, infants’ and chil-
dren’s wear, and other types of outer apparel.

Its plants are located in over 30 States of the Union. It is one of the
several segments of the textile apparel complex that has experienced
severe and increasing pressure from imports.

Now, the distinctive and differentiating character of the Nation’s
textile and apparel import problem arises from the operation of at
least two special factors.

First, it is one of the most labor-intensive of the manufacturing
industries of the country. According to the study of the Joint Eco-
nomic Committee of the U.S. Congress by former Budget Director
Charles L. Schultze and Joseph L. Tryon, labor costs in their cumula-
tive effect represented 88.7 percent of the unit price of apparel—a
figure close to the very top of the list of all manufacturing industries
covered by this authoritative study.

A second distinguishing factor is that the first type of manufacture
which underdeveloped and low-wage areas of the world have entered
or are most likely to enter in the initial phase of their industrializa-
tion is the production of textiles and apparel.
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Both these factors have operated with special force in knitted outer-
wear. In consequence, the rise in imports of knitted outerwear has been
swift and continuous. While domestic production and shipments rose
and fell with good and bad years, total imports of knitted outerwear
in every year throughout this period were higher than in the previous

ear.

Y In 1956 the total of such imports in all fibers amounted to less than
3 million pounds. We estimate that it then represented less than 2
percent of our market on a poundage basis. But in 1967 this total rose
to 64 million pounds; and though figures on domestic production for
last year are not yet available, we estimate that imports represented
close to 18 percent of our total apparent consumption of knitted outer-
wear in all fibers.

But this overall comparison between imports and domestic con-
sumption represents a mere statistical generalization. It offers only
an average for a broad variety of products. Not in all sectors of the
market has the influx been held to 18 percent of consumption. In some
areas the penetration has been considerably deeper.

Imports of cotton knitted outwear have been held to approximately
10 percent of the domestic consumption, thanks in part to the Geneva
long-term cotton arrangement.

In wool knitted outerwear, where no controls exist, the ratio of
imports to consumption in 1965, 1966, and 1967 has hovered between
80 and 82.8 percent. In manmade fibers the ratio in 1967 slightly
exceeds 20 percent, but the rate of increase has been so precipitous
that at its present pace the extent of market penetration is likely in
a short time to exceed even that for wool.

But even within these fiber groupings, some product classifications
have been affected more severely than even these averages by fibers
indicate.

In the case of women’s sweaters of wool, imports in 1965 came close
to 50 percent of our total consumption—that 1s, one such sweater im-
ported for nearly every sweater manufactured in the United States.

Now, Mr. Masaoka has made much of the contention that the textile
import problem is a selective problem and does not yet affect all
classes, he claims, of such goods.

Now, let me make it clear that if the same effects have not yet been
apparent in other classifications of knitwear, it is not because foreign
producers lack the capacity to enter those other areas of our market.
They clearly possess the same advantage of labor cost in knitwear of
all types and fibers and in other types of textiles. But they cannot as
yet invade on all fronts at the same time. Given time for further ex-
pansion, they can surely capture other sectors of our market with the
same detrimental effects upon domestic production as in the case of
women’s sweaters.

They are building bigger plants and will make new inroads. The
initiative is theirs. We are exposed and vulnerable in all sectors.

Mr. Masaoka, in stressing selective treatment of imports, asked the
avoidance of quotas across the board. It should be pointed out that
any exporting nation under H.R. 11578 can avoid quotas across the
board by simply negotiating and even under the long-term cotton
arrangement made at Geneva, although all cotton goods are covered
by the agreement, quantitative limitations have been only selectively



2579

applied. But even there the right is given if bilateral negotiations
should fail, to resort to unilateral action within the framework of the
agreement. '

So far as negotiation is concerned, let me make it clear that this
committee is being called upon to act with respect to H.R. 11578 only
after our Government has made repeated efforts at negotiating agree-
ments of this nature with Japan and other countries.

I was personally a member of the mission that was sent by our
Government to Tokyo in 1965 to try to work out a reasonable bila-
teral agreement with the Japanese with respect to our imports of wool
textiles, and I regret to say that negotiations were never actually begun
because our Japanese friends who are ordinarily notable and conspicu-
ous for their great courtesy rejected any possible negotiation in so
summary and brusk a fashion that that conference ended before its
appointed time.

S0 let me make it clear and let the record leave no doubt on the
point that every effort was made to negotiate and to achieve a reason-
able degree of mutuality. When Mr. Masaoka—I will not repeat his
ugly metaphor—talks about the undesirability of coercion, it must
be abundantly clear that we have reached a point where, in the face
of such coercive refusals, some additional incentives are needed for
negotiation. Otherwise we will continue to have none.

What, then, of our future? We submitted to the Tariff Commission
a projection of knitted outerwear imports over the next few years.
The Tariff Commission, which had been specifically requested by the
President to develop estimates on future import trends, chose totally
to ignore this aspect of the subject as well as others. The data we
submitted showed that the average increase in imports of knitted
outerwear from year to year over the past decade has been 29 percent
per year. That is the average margin by which the total for each year
rose over the total of the preceding year.

On the basis of an annual increase no greater than this, we project
that total imports, which today approximate 64 million pounds per
year, will by 1971, merely 4 years hence, be three times the present
volume, and that imports which today represent 18 percent of con-
sumption will then represent 80 to 40 percent of our market.

Now, it is not necessary to pretend such precision in clairvoyancy as
to fix the exact proportion which our domestic production will repre-
sent to total consumption in 3 to 4 years.

We do not anticipate that an industry like ours employing nearly
100,000 men and women in knitted outerwear and knitted fabrics
alone will be wholly reduced to extinction in that time.

But the residual group which can survive such a battering of low-
priced competitive merchandise would bear little resemblance to what
the industry has been or still is today.

The one basic reason for this unbroken upward trend of imports
is the radical difference in labor costs and the determining effect of
labor costs in international competition. )

We in the United States have a highly protectionist policy in our
labor market. For an industry as labor-intensive as textiles and ap-
parel, it is impossible to impose protectionism in the labor market
without providing some means for limiting exposure of the products
of such protected labor to the onslaught of competition from low-wage
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areas of the world. In textiles and apparel, product competition is
labor competition.

In the face of such extreme differences of conditions, we submit
that it is irrelevant and worse to discourse on the philosophical merits
of the principles of free trade. The President’s special trade repre-
sentative, Ambassador William M. Roth has chosen to ignore the dan-
gers confronting industries like ours by condemning our requests for
relief as “protectionism” and as “turning back the clock.”

Such diatribes contribute nothing to a solution of the problem but
a false notion of the true alternatives.

As for turning back the clock it must be observed that Mr. Roth
still insists upon carrying on at this late date a quarrel he had appar-
ently had with the late Senator Smoot, Congressman Hawley, and
indeed the late President William McKinley. Times change, condi-
tions change. But the doctrinaire never changes, never changes, and
never notices changed conditions around him.

The old debate over the philosophy of free trade is stale and passé.
Yet Mr. Roth, I respectfully suggest, is quixotically still tilting at
o0ld windmills and, worse, at windmills that are no longer there.

Most of us today advocate trade liberalization. But we want fair
trade, as Congressman Curtis himself acknowledged. What we in the
textile industry are seeking, therefore, is an accommodation, an ac-
commodation of a generally accepted policy to the distinguishing
facts and circumstances of a special case.

To proceed in a manner which is unyielding, in a manner which
refuses all accommodation and which, therefore, must entail serious
hardship and inequity for many, will ultimately cast disrepute upon
the cause of trade liberalization itself and will render it politically
and economically unsupportable. That which will not bend will break.

In a very real sense, therefore, it is we who seek reasonable accom-
modation of policy for the orderly growth of imports, it is we who will
in the end prove to be better preservators of trade liberalization than
the rigid and doctrinaire economic theologians who refuse to recog-
nize special and differentiating circumstances.

Mr. Roth has always referred to quotas as if they necessarily will
destroy all present imports of textiles and apparel. In truth, nothing
of the sort would be involved in a system of reasonable limitations.
Indeed orderly growth would rather be assured.

He has fostered the impression that any such system of limitations
would be destructive of trade liberalization and that under GATT
exporting nations would apply retaliation. But it must be clear that
retaliation by another government could only aid, even if it were re-
sorted to, one of its industries other than textiles and that the foreign
textile industries affected, which export to our market, could not gain
by retaliation but would find it more clearly in their interest to come
to terms with the United States and enjoy a limited rate of expansion
here instead of countering with retaliatory measures that at best can
only help some other foreign industry, not textiles.

Tt is most unlikely that the powerful textile industries abroad would
themselves favor retaliation. They would prefer negotiation and they
have indeed negotiated with other nations which have arranged for
quantitative limitations.
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They have discriminated against us by refusing us the same
consideration.

It is significant that remedial measures taken by other Western na-
tions to curb imports of textiles and of knitted outerwear in particular
have incurred no retaliatory action whatever. These measures have
been in some cases unilateral and in other cases bilateral.

Numerous of our trading partners have instituted special restraints
on imports of textiles and apparel in various categories. Some have
been long standing. Some have recently initiated restrictions on im-
ports of knitted outerwear in particular. The United Kingdom has
had quotas for several years; to soo Italy, France and others.

Within the past year Sweden found it necessary to inaugurate spe-
cial restrictions on imports of knitted outerwear. Canada has done
the same. West Germany, we understand, has negotiated a bilateral
agreement with Hong Kong, restraining imports of knitwear, though
the actual terms of that agreement are classified and are not available.
So, too, have other nations protected their domestic industries from the
swelling tide of knitwear shipments from the Orient; and only within
the last few months Australia has granted relief by similar measures
to its knitted outerwear industry on the basis, mark you, not that
the domestic industry had yet been injured, but that it ought not to
be placed in jeopardy and exposed to future injury that will follow
from a continuation of present trends. How much more serious is our
case.

Yet these nations that have imposed these restraints are no less
committed to GATT, no less dependent upon foreign trade, and no
less devoted to trade liberalization than we are. But the effect of the
multitude of restraints used by other countries to curb imports of tex-
tiles and apparel from the Orient and other low wage areas, the effect
has been to aggravate our import problem by funneling and sluicing
into our markets the excessive quantities that are barred elsewhere.

We have a justifiable grievance under GATT. We have never
properly acted upon it. We do not complain that others have taken
reasonable steps to shield their own industries from disruption but
that we have been denied the same reasonable consideration.

As for knitwear, exporting countries that have been enjoying free
access to our market have each been victimized in turn by still lower
wages and lower priced knitwear of lower wage areas.

reat Britain, Italy, Japan and then Hong Kong succeeded one an-
other in first place among exporters of wool knitted outerwear to the
United States and today Hong Kong’s position is being challenged
by still lower wages of South Korea and Taiwan.

Each in turn has been led down the primrose path of a promise of
a market here only to invest capital and training of help and to be
undermined in turn, as we were originally, by lower wage imports from
other countries.

International competition in the United States knitwear market is a
price war with rewards to the lowest wage country. If there should be
any doubt on this point, it will be dispelled by the statement I would
like to bring to your committee’s attention.

It was issued by a mill in South Korea producing competitive knitted
outerwear for the U.S. market and it was designed to attract business
from American retailers.
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It can leave no doubt as to the nature of the foreign competition
with which the U.S. knitted outerwear industry has been waging a
losing battle. While we will be submitting the entire five-page state-
ment for the record, we quote the following as particularly worthy
of note:

For some time, manufacturers in U.S.A. have been discovering new places in
Southeast Asia and Asia as new sources of supplying the American market with
hand-detailed sweaters to be retailed at reasonable prices due to the Bast’s
unlimited sources of cheap labor.

It has taken three Americans from widely diverse backgrounds, and three
Koreans in the hotel business in South Korea, along with the cooperation of the
South Korean government, to come up with the means for the American retailers
that takes all the gambling out of importing . . .

The sweaters are designed in the U.S.A. for American women, produced in
South Korea in Westar's—the name of the South Korea mill—own mill under
strict quality controls, shipped to Westar’s own warehouses in Boston, Massa-
chusetts and Nashua, New Hampshire, and permits Westar, Ltd. to offer quality
conformity of production at prices far below imports from Japan, Hong Kong,
Okinawa or Taiwan . . .

The results have been electrifying . . . on August 25th, a shipment of 80,000
hand-loomed, hand-crocheted fall sweaters for women arrived at the Boston
warehouse. By September 6th, every single sweater had been bought up by the
first few chains and department stores to see the merchandise.

The new spring line of fine gauge knits, novelty knits, and bulky knit sweaters
opened last week. One chain confirmed an initial order of 2,700 dozen. It is now
certain that 10,000 dozen will be sold by October 15th, and by November 30th,
over 30,000 dozen will be confirmed for delivery from January through February
1st. It is expected that the capacity of 50,000 dozen sweaters will be fulfilled
before Thanksgiving. . . .

It goes on to say that the new plant is being built to 50,000 square
feet, the present mill has more than 150 hand knittng frames and
employs 450 South Koreans.

The plant output will be increased to a minimum of 2,000 dozen

sweaters per week.
The labor costs range from 3 to 7 cents per hour to 21 cents, Dr. Tyler said—
He is one of the principals in the mill—

but living costs are scaled proportionately, and South Korea does not have the
galloping inflation problems of other countries. The United States and South
Korean governments are fostering investment in Korea . . . the American
Embassy was especially helpful . . . ininitiating so large a venture.

Now, importers are rarely as candid as this in declaring the basis
for their competitive advantage and their apparel to our market.

This testimony directly from the mouth of our foreign rival suffices
to pierce all the elaborate rationalizations with which importer spokes-
men here have sought to mask the problem but the problem is critical.

The problem cannot be masked or avoided, nor can a solution be
deferred. The U.S. industry has been efficient. It has been a leader
in innovation and technological advance. It has nourished comparable
industries elsewhere in the world with the concepts it has originated
and which others have adopted. But it cannot contend against such
competition as this.

Such evidence as this and the record of the domestic industry under
the impact of the low-wage foreign competition makes the conclusion
unavoidable that in the absence of restraint upon imports of knitwear,
the trend demonstrated by the figures furnished here will continue
and will operate to the serious detriment of American Labor and
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management in the knitted outerwear industry of the United States
and in the auxiliary supply industries dependent upon it.

Irespectfully submit this, and I thank you.

Mr. Burge. Thank you very much.

Mzr. Korzenik, the record is being left open for you to submit any
other statement you have.

Mr. Korzenir. Thank you, sir.

I propose to submit a written statement elaborating these points in
greater detail. ; '

(The following statement was received by the committee :)

STATEMENT OF SIDNEY S. KORzZENIK, EXECUTIVE DIRECTOR AND COUNSEL, NATIONAL
KNITTED OUTERWEAR ASSOCIATION

The manufacture of knitted outerwear is one of the several segments of the
textile-apparel complex that has experienced severe and increasing pressure from
imports. As with all apparel, its products are generally labor-intensive, and it has
been particularly vulnerable to competition from rival producers in low-wage
areas of the world. Its difficulties are illustrative, therefore, of the impact and
danger which imports present to the textile and apparel industry in general.

The kniteted outerwear industry is ordinarily defined to include those firms
which knit yarns into a variety of end products, including sweaters, knitted
shirts, knitted swimwear, knitted dresses and suits, knitted infants’ and chil-
dren’s wear, knitted headwear, and other types of knitted outerapparel. Unlike
the woven apparel industry, its raw materials consist of yarns, not woven
fabrics. It is thus textile in character and is ordinarily so classified. But it turns
out ready-to-wear.

The annual output of knitted outerwear was valued at about $1.3 billion in
1966, the last year for which official data are available. We estimate it to be no
more than that, possibly less in 1967.

The knitted outerwear industry, like other branches of the apparel industry,
is substantial in the aggregate, but consists of numerous small-business enter-
prises. Approximately 1,175 firms constitute the nation’s knitted outerwear
industry.

Plants manufacturing knitted outerwear are concentrated primarily in the
eastern part of the country from New England down through New York, Pennsyl-
vania and southward through the Carolinas. Other centers of production are in
Cleveland and on the Pacific Coast. The industry conducts manufacturing opera-
tions in thirty-two states of the Union. The industry is not limited by its equip-
ment or by its marketing organization to any particular fiber. It uses all fibers
interchangeably. The shift from one type of yarn to another is effected as simply
as doffing one core from the knitting machine and mounting another.

The distinctive and differentiating character of the nation’s textile and ap-
parel import problem arises from the operation of at least two special factors.

First, it is one of the most labor-intensive of the manufacturing industries of
the country.

A second distinguishing factor is that the first type of manufacture which un-
derdeveloped and low-wage areas of the world have entered or are most likely
to enter in the initial phase of their industrialization is the production of textiles
and apparel.

Both of these factors have operated with special force in knitted outerwear. In
consequence, the rise in imports of knitted outerwear has been swift and con-
tinuous. While domestic production and shipments rose and well with good and
bad years, total imports of knitted outerwear in every year throughout this period
were higher than in the previous year.

In 1956 the total of such imports in all fibers amounted to less than 3 million
pounds. We estimate that in that year it represented less than 29 of our market
on a poundage basis. By 1967 this total rose to 64.4 million pounds, or more than
20 times what it was in 1956, and about 3% times the total of only 5 years ago,
as shown in Table 1. The quantity of imports has continued to increase in every
month thus far reported in 1968 over the corresponding month of the previous
year.
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TABLE 1.—U.S. IMPORTS FOR CONSUMPTION OF KNITTED OUTERWEAR OF WOOL, MAN-MADE FIBERS, AND COTTON

[In thousands of pounds]

Quantity
Year
Wool Man-made Cotton Total

1956 2,535 70 ) U

1957 2,690 59 (l) 8

1958 3,135 85 23,174 6,394
1959 4,838 85 4,170 9,093
1960. 6,532 308 4,51 11, 358
1961 7,399 387 4,550 12,336
1962 11,486 31,581 6,671 19,738
1963 16,918 32,383 6, 003 25,304
1964 19,275 4,583 6,152 30,010
1965 , 673 10,519 9,801 46,993
1966 24,954 16,131 14, 381 55, 466
1967 23,757 27,373 13,296 64,426

(Index 1958=100)

1956 80.9 82.4 ¢ Q¢

1957 ) 69.4 (l) (1;

1958 100.0 100.0 100. 0 100.0
1959 154.3 100.0 131.4 142.2
1960. 208.4 362.4 142.3 177.6
1961 236.0 455, 143.3 192.9
1962 366.4 1,860.0 210.2 308.7
1963 539.6 2,804.7 189.1 395.7
1964 - 614.8 5,392.9 193.8 469. 3
1965 - 850.8 12,387.1 308.8 735.0
1966 796.0 18,978. 8 453.1 867.5
1967 757.8 32,203.5 418.9 1,007.6

1 Not available.
2 Includes other vegetable fibers.
3 Estimated.

Source: U.S. Department of Commerce, Bureau of the Census, U.S. Imports of Merchandise for Consumption, reports
FT-110, FT-125, FT-246, and IM-146.

To appreciate further what this import total means, an attempt may be made
to relate it to the total domestic production. But in doing so it should be noted
at the outset that we have included in domestic production not only the output of
knitted outerwear mills, which is to say integrated producers who begin with
yarns and do their own knitting, but we have also included the products of
knitted outerwear fabrics sold to apparel cutters; and, in order to allay any
possible question, we have assumed that such types of knitted fabric sold in the
piece have all wound up in knitted outerwear end products. We know at the
outset that this is not the case—that not all did go into domestic knitted outer-
wear, and we know that the figure used to measure the domestic output should
be somewhat less because certain types of knitted fabrie, such as overcoating,
though thus included in the production of knitted outerwear in the United States,
actually went into products not included in knitted outerwear imports. ‘We have
chosen thus to proceed in order to avoid too many estimated premises for our
conclusions.

The details of the study have been set forth in detail in Appendices A-E, so
that your Committee may be fully informed of the procedures we have followed.

The point to be emphasized here is that on this basis the ratios of imports to
domestic production and to domestic consumption resulting from this study are
understated.

But even on this basis imports are found to represent 21.49% of domestic
production or 17.79 of consumption of knitted outerwear of all fibers. Moreover,
imports have been rising at such a rate as to occupy an ever-greater portion of
our total market, as the following figures indicate :
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TABLE 2.—Ratio of imports of knitted outerwear of all fibers to consumption

Ratio
Year: (percent)
1963 13.0
1964 13.2
1965, 14.1
1966, 15.2
1967 ‘ 17,9

1 Iistimated.
Source : Appendix E.

But these over-all comparisons of imports with domestic production and do-
mestic consumption are merely a statistical generalization. They present only an
average covering a broad variety of products. Not in all sectors of the market
has the influx been held to 17 or 189, of consumption. In some areas imports have
penertated the market to a considerably greater extent.

In 1965, 1966 and 1967 the ratio of imports of wool knitted outerwear to con-
sumption has hovered between 31.2 and 32.59% even on the conservative basis of
our calculations.

TABLE 3.—Ratio of imports of knitted outerwear wholly or in chief value of wool
to consumption

Ratio
Year: I (percent)
1963 26.7
1964 | 25, 2
1965 32.5
1966 31.2
1967 132.8

1 Estimated.
Source : Appendix E.

In cotton knitted outerwear the ratio, though it rose considerably since 1961
when the Provisional Geneva Agreement on Cotton Texmles first took effect,
is estimated currently to be slightly less than 109,.

TABLE 4.—Ratio of imports of knitted outerwear of cotton to consumption

Ratio
Year: (percent)
1963 7.4
1964 6.1
1965 7.1
1966 : 9.2
1967 ‘ 8.4

1 Estimated.
Source : Appendix E.
In the third major fiber area, man-made fibers, the ratio is estimated in the

current year to be 20.79%. Here the rate of increase has been so great that it is
likely soon to exceed the ratio for wool.

TABLE 5.—Ratio of imports of knitted outerwear of man-made fibers to
consumption

Ratio
Year: : - (percent)
1963 4.7
1964 9.2
1965 9.1
1966 12.5
1967 | 120.7
1 Estimated.

Source : Appendix B.
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It is obvious that in the area of man-made fibers the rise has been most swift
and continues unabated. Imports of knitted outerwear of man-made fiber in
1964 were less than one-quarter of the total for wool. They amounted to about
4.6 million pounds, as against 19.3 million for wool. But last year the volume
of imports of man-made fibers reached 27 million pounds, greater than the highest
anngal total ever achieved in wool and six times what the man-made total was
in 1964.

But even these ratios by fiber type are generalizations and averages. Within
these fiber groupings some classifications have been affected by imports even
more severely than these averages indicate. Foreign producers do not invade on
all fronts at the same time. They tend to concentrate on certain product areas
because it is easier for them to do so. Sweaters, for example, represent a major
classification of knitted outerwear imports. And in this classification, importers
have thus far concentrated in women’s sweaters.

In the case of women’s sweaters of wool, imports in 1965 came close to 50%
of the market, as will be seen in Table 6, and were not far from that point last
year.

TABLE 6.—COMPARISON OF IMPORTS TO DOMESTIC SHIPMENTS OF WOMEN'S WOOL SWEATERS
[Quantity in thousands of dozens]

. Ratio of
Domestic Apparent imports to
Year Importst hipments 2 ption apparent
consumption
(percent)
1963._...._ ® 1,62 C)
1,160 1,691 2,851 40,5
1,819 2,140 3,989 46.7
1,493 42,200 43,693 4404
1,109 41,700 42,809 139.4

tincludes women's and girls' sweaters and only infants’ ornamented sweaters. All infants’ outerwear, not ornament-
ed, is separately classified as TSUSA No. 382.48-00 and amounted to only 84,000 Ibs. in 1964 and 1965. The infants’
sweaters here included are believed insignificantly small. . . i

2 No breakdown of wool sweaters is available for girls’ and teenage girls’ or children’s. They are believed to amount
to less than 50,000 dozen.

3 Not available.

4 Estimated.

Source: U.S. Bureau of the Census, U.S. imports of merchandise for consumption, IM-146. Current industrial reports,
apparel survey, series M23A.

The trend in women’s sweaters of acrylic fiber reflects the sharp increase in
the general total in all man-made knit-wear, though the extent of the market
penetration is much deeper as seen in Table 7.

TABLE 7.—COMPARISON OF IMPORTS TO DOMESTIC PRODUCTION OF WOMEN'S, GIRLS' AND INFANTS’ ACRYLIC
SWEATERS

' [Quantity in thousands of dozens]

_ Ratio of
Domestic Apparent imports to
Year Imports shipments  consumption apparent
consumption

(percent)
1963 (0] 5,266 [ J
1964. 208 4,771 4,979 4.2
1965. 445 5,209 5,654 . 7.9
1966. 1,226 25,200 26,426 219,1
1967 e 2,101 24,200 26,301 233.3

1 Not available.
2 Estimated.

Sources: U.S. Bureau of the Census, U.S. Imports of Merchandise f or Consumption, IM-146. Gurrent Industrial Reports,
apparel survey, series M23A.
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Women’s sweaters have enjoyed great popularity in recent years. Consumption
has been increasing in the past decade. But under the competitive pressure of
imports, the production of women’s sweaters in the United States has not only
failed to share in this growth, but has in fact declined. Domestic shipments of
women’s sweaters in 1966, the last year for which data have been published, was
still below the level of 1957.

TABLE 8.—DOMESTIC SHIPMENTS OF WOMEN'S, MISSES’ AND JUNIORS’ SWEATERS OF ALL FIBERS

i
Thousands Index, | Thousands Index,
of dozens 1957=100 ' of dozens 1957=100
Year
1957 . 7,537 100.0 5, 880 78.0
1958_____ 7,314 97.0 5,932 78.7
1959____ 7,299 96.8 7,225 95.9
1960 ... 6,533 7,394 98.0
1961_____ 6,464 85.8 15,753 76.3
1962 oo 6,125 83
1 Estimated. !

Source: U.S. Bureau of Census. Current industrial repofts, appeal survey, series M23A and M23H.

Our estimate is that the 1967 total, based on monthly shipments of women’s,
misses’ and juniors’ sweaters for 1967 published by the Bureau of the Census,
was well below 1966, and approximated 769, of the output of eleven years ago.

Imports of men’s and boys’ sweaters, though not yet of the proportions of
women’s sweater imports, are serious and have been rising. As shown in Table 9,
they have increased in every year for which import data by dozens are available.

TABLE 9.—COMPARISON OF IMPORTS TO DOMESTIC SHIPMENTS OF MEN'S AND BOYS' SWEATERS OF ALL FIBERS

[Quantity in thousands of dozens]

Ratio of imports
Year Imports Domestic ship- Apparent con- to apparent con-
i ments sumption sumptlont)(per-

cen

1963 e e o 4,114 (O ———
1964 272 4,376 4,648 5.9
1965. 440 4,633 5,073 9.5
1966 . o . 504 4,683 5,187 9.7
1967 . 656 24,200 4,856 13.5

1Not available.
2 Estimated.

Source: U.S. Bureau of the Census, Current Industrial Reports, Apparel Survey, series M23A and M23B.

Another illustration of market penetration in depth is the case of knitted
outerwear shirts (excluding T- and sweat shirts) of man-made fiber. The quantity
was substantial in the first year for which data are available, 1964. The import
total that year was 212,000 dozen. The 1967 total was, therefore, thirteen times
the 1964 total, or 2,855,000 dozen. |

TABLE 10.—U.S. IMPORTS FOR CONSUMPTION OF KNIT OUTERWEAR SHIRTS (EXCLUDING T AND SWEAT SHIRTS)
OF MANMADE FIBERS

[Quantity in dozens}

Type ‘ 1964 1965 1966 1967
Men’s and boys'__ . s 148,773 878,722 1,190,232 1,391,719
Women's, girls’ and infants’_ . 63, 040 131,762 909,795 1,462,987
Total knit outerwear shirts of manmade ﬁbers.__.L _______ 211,813 1,010,484 2,100,027 2,854,706

Source: U.S. Bureau of the Census, *‘U.S. Imports of Merchandise for C ption,”’ IM-146.
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Data on domestic production of comparable articles of man-made fiber are un-
fortunately not available, but it is our opinion that imports in this classification
are now not far behind domestic production and at the present rate of increase
are likely to exceed it next year and would thus represent over half the domestic
consumption.

It is not necessary to multiply instances demonstrating the extent of the import
invasion in different parts of the knitwear market. If the same effects have not
yet been apparent in other classifications of knitwear that we have observed in
the foregoing cases, it is not because foreign producers lack the capacity to enter
those other areas of our market. They clearly possess the same advantage of
labor cost in knitwear of all types and fibers. But, as stated above, they cannot as
yet invade on all fronts at the same time. Given time for further expansion, they
can surely capture other sectors of our market with the same detrimental effects
upon domestic production as in the case of women’s sweaters.

On the basis of the data submitted here, the Committee may itself project how
much more of the knitted outerwear market will be occupied by imports by 1970
and thereafter. If the forces presently at work continue to operate freely and
without the intervention of any new restraining action on the part of the govern-
ment, it cannot be reasonably doubted that U.S. sweater production will con-
tinue to decline in absolute terms, and surely in relationship to mounting
imports. It is not necessary to pretend to such precision in clairvoyancy as to fix
the exact percentage which domestic sweater production will represent to total
consumption in three or four years. But in view of all the evidence before us it is
so overwhelmingly probable as to leave no room for reasonable doubt that im-
ports of sweaters will continue to rise, that domestic production will continue to
decline, and that sweaters made in the United States will supply less than half
the total domestic demand for such knitwear by 1970. In the case of women’s
sweaters it will probably be no more than 40%, and the balance will be imports.
In the case of knitted outerwear shirts of man-made fiber, the rate of increase
in imports is such that within the next year or two imports may, as istated above,
constitute more than half of the total supply.

In those specific areas where our foreign rivals have already invaded in
force, their take-over will be more complete in the next few years than in the
newer areas which they are presently only prospecting. But there is no apparent
reason why their rate of growth in those newer sectors should not be as swift as
it has been in those we have examined above.

To estimate on an over-all basis the future imports of all knitted outerwear of
all fibers measured in pounds, it may be noted from Table 1 that the average in-
crease from year to year in the past decade has been 299%. That is the margin
by which the total for each year rose over the total for the preceding year. On the
basis of an annual increase of 299, we may project the following import trend
during the next five years:

b TaBLE 11.—Projection of imports of knitted outerwear in all fibers

[Quantity in millions of pounds]

) Total
Year: Co ' imports
1967 64
1968 83
1969 107
1970 138
1971 178

In contrast, the total domestic production of knitted outerwear, as shown in
Appendix B, rose by 6% between 1965 and 1966 and declined by about 4% between
1966 and 1967. (Figures prior to 1965 are not directly comparable for statistical
reasons explained in the note to Appendix E.) But prognostication need not be
pressed to the point of absurd exactitude. Even if we assume a modest increase—
though on the basis of what we have seen in the case of sweaters a further decline
is more probable, total imports by 1971 will rise from 17.79% of consumption in
the previous year to something between 30 and 40% in three to five years. And
this, be it noted, is an average for a great variety of classifications, some of
which are likely to approach liquidation and their future contribution will be
minor.

We expect that in discussing the future import trends you will hear a great
deal from the import interests about inherent factors which will come into play
to retard the future rise of imports. But are there any built-in factors that sl}ould
arrest this projected trend ? If there are, nothing of the sort has manifested itself
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up to this point. Thus far, factors appear to be merely the conjecture of ad-
vocacy and are wholly outside of the factual evidence here presented. True, an
industry like ours is not likely to be wholly reduced to extinction only because
some domestic manufacturers may take refuge in producing specialties of high
price or in exploiting proximity to the market by filling immediate hand-to-mouth
requirements. But a residual group of this character and dimension would bear
little resemblance to what the industry has been or is today.

Such inherent factors as might conceivably alter our straight—line projection
of the probabilities would, so far as we can discern, operate to increase the im-
port trend. After fighting a rear-guard action a point is reached when the re-
treat becomes a rout. As our rival manufacturers abroad take over a larger part
of our market, there is greater discouragement to improvements and investments.
Withdrawal from the domestic industry tends to accelerate and correspondingly,
investment in mills abroad increases, as does the exportation of knowhow. Im-
ports are further aided by greater knowledge of our market, by the facilitation of
basic arrangements through agents, brokers, credit resources. The difficulties
that attend 'the establishment of the first commercial bridgehead at the inception
of an import trend no longer impede the development of such trade once begun
in volume. Once the pipelines have been laid, the flow can be readily increased.
Not least of all the disadvantageous comparison between labor costs in the
United States and those abroad are likely to be aggravated. The gap in labor
costs which undermines our present capacity to compete will be widened. Apart
from the fact that our duties on cotton knitwear were reduced beginning January
1, 1968, the wage rates in the knitted outerwear industry are rising at such a pace
that between the year when the Trade Expansion Act was proposed and the year
when the Kennedy Round took effect, the average hourly wage in the knitted
outerwear industry increased by over 309, and this is equivalent to a de facto
tariff cut of substantial proportions. Foreign sources of knitted outerwear im-
ports are embarrassed by no comparable increases. On the contrary, as I shall
presently point out, importers have been constantly shifting their purchases to
lower wage countries, and investors are seeking out areas with wage standards
lower than those which supplied our imports a few years ago—and they are
finding them. We submit that all the discernible factors that would affect our
projections are those that will augment imports beyond our straight-line prog-
nosis, and not arrest them.

The basic factor underlying and explaining the unbroken upward trend of
imports over the past decade is the radical difference in labor costs. This factor
will certainly not change in the predictable future. While it is true that some
other American industries are faced with these same wage differences, the
salient and distinguishing fact here is that the apparel and textile industries
are labor-intensive in character. What renders the apparel industry particularly
vulnerable to low-wage competition from other countries is that its labor costs
represent so high a proportion of total costs. On this point I wish to cite a study
made by the former Director of the Budget, Charles L. Schultz (with Joseph L.
Tryon), Study No. 17 prepared for the Joint Economic Committee of the U.S.
Congress, January 25, 1960, entitled “Prices and Costs of Manufacturing In-
dustries,” U.8. Government Printing Office. There Mr. Schultz undertook to rate
the cumulative labor costs in various manufacturing industries not limiting
himself merely to the manufacturing process that turned out the end product but
including prior processing. He found total compensation represented 88.7 per
cent of the unit price of apparel—a figure virtually close to the very top of the
list of all manufacturing industries covered by this Study (page 21). This is
particularly pertinent to a consideration of the cumulative effect of labor costs in
textiles and apparel.

In the knitted outerwear industry, the grave differences between our wage
levels and those of our rivals abroad can no longer be overcome by superior
technology. The American knitted outerwear industry is superior in efficiency
and has contributed many advances to the production technology of the world.
But if we are two, or three, or even four times as efficient as mills abroad, this
today is no longer enough because our wage levels are ten to fifteen times
gleater than those of competitors overseas. Nor can we any longer depend on
improved machinery or orgamzatlon to overcome the gap in labor costs. Foreign
producers are now using Amerlcan management, know-how, and modern
machinery.

Their advantage in labor costs is such that investment in modern machmery
is sometimes not even necessary. I personally visited a large knitting plant in
Hong Kong in June 1965 which was then producing sweaters for R. H. Macy &
Company in New York. The factory had about 1,000 operatives and was man-
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aged by an engineer who had been educated at a university in the United States:
Knitting machine operatives were, when first hired, employed at $1.00 per day
for a ten-hour day and after an introductory period they were put on piece work
(incidentally, knitting machine operators are among the most highly paid craft
in a knitting mill, well above the minimum.) These Hong Kong knitting machine
operators worked at hand knitting frames. The machine parts had been manu-
factured and imported from Japan, and to reduce costs further still, they were
assembled in Hong Kong. Each, when fully set up, cost, we were told, about $100.
We asked why the management did not use automatic full-fashioning machines
instead of relying on hand machines. Such automatic machines of twelve sections
cost $33,000 to $35,000 each in the United States. In response, the manager ex-
plained that he had just completed an engineering study on the relative ad-
vantages of such a capital investment, and the results showed that because of
low labor cost, it was not worth investing in automatic machinery. Wages were
so low that the economic advantage was on the side of the regressive technology.

To illustrate further that labor costs and labor costs alone are the determining
factor in our competitive contest with imports, your Commission is asked to
note how retailers and other importers in the United States have been con-
stantly turning to sources of supply in countries with lower and lower wage
standards. Detailed tables are furnished in Appendices G, H and I. It will be
seen that in 1953, 55.89 of all wool knitted outerwear imports were contributed
by the United Kingdom. Low though British wage standards are compared to
our own, they were high compared with others and could not prevail against
competitors in other parts of the world. In 1967 the British contributed but 5%
of total imports of knitted outerwear of wool.

In 1957 Japan was in first place among exporters of knitted outerwear of wool
to the United States, accounting for 479 of our total. For special reasons affect-
ing her commercial policy on man-made fibers, Japan turned from the production
of wool knitwear to that of synthetic materials.

Italy, low-wage area of Europe, held first place among exporters of wool knit
outerwear to the United States in 1964, but could not hold that position in the
face of rising imports of wool knitted outerwear from Hong Kong. Italy’s con-
tribution has declined both in absolute and relative terms and will continue
further to decline in the face of new competitors from the Orient.

Considering the total exports of wool and man-made fibers (cotton need not
be included because the major component of these totals is sweaters, and few
sweaters are made of cotton) Hong Kong now holds first place, with 309 of
our total imports of wool and man-made fibers. And now Hong Kong’s position,
though her wages are lower than Italy’s or Japan’s, is being challenged by South
Korea and Taiwan whose wages are lower still. The latter two countries have
come up during the past three years from virtually nothing, and today account
together for nearly a quarter of all our imports of knitted outerwear of wool
and man-made fibers.

Just how far international competition for the United States knitwear market
has become a price war with the rewards going to the lowest wage country—
and how far the price pressure of American buyers has been successful in bring-
ing down prices of foreign knitwear, may be seen from the declining trends of
prices per pound of imports of wool knitted outerwear in Table 12. And all this
has continued in the face of rising manufacturing costs in the United States.

TABLE 12.—AVERAGE VALUE PER POUND U.S. IMPORTS FOR CONSUMPTION OF WOOL KNITTED OUTERWEAR
1957-67

[Dollars per pound]

United Al
Year Kingdom Italy Japan Hong Kong countries
1957 $15, 07 $9.17 $6.94 $5.25 $9. 55
1958 11.94 8.20 6.04 5.92 7.92
1959 12,38 7.30 5.69 6. 56 7.33
1960. 11,97 7.14 7.09 5.98 7.65
1961 10.92 6.79 6.29 5.71 7.16
1962 9,86 6.74 5.37 6.28 6.85
1963 9.09 6.15 5.22 5.53 6.37
1964 9.39 5.91 5.14 4,90 6.08
1965 9,59 5.49 5.48 4,20 5.43
1966. 9.54 6.79 5.02 4,35 5.97
1967 9.49 7.52 5.09 4,43 6.15

Source: U.S. Bureau of the Census, U.S. Imports of Merchandise for Consumption, reports FT-110, FT-125, FT-246, and
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Against this general background, in order to put before you the relative labor
costs, it is not necessary to analyze the trend of wages in other countries ex-
porting to our market knitted outerwear competitive with our own. It should
suffice to place in the record the statement issued by a mill in South Korea pro-
ducing competitive knited outerwear for the United States market. It is a state-
ment designed to attract business from retailers to whom it is primarily ad-
dressed. It can leave no doubt as to the nature of the foreign competition with
which the United States knitted outerwear industry has been waging a losing
battle. While submitting the entire five-page statement for the record (see
Appendix J), I should like to stress by quoting these significant passages in-
tended for the store buyer in the United States :

“For some time, manufacturers in the U.S.A. have been discovering exotic
new places in Southeast Asia and Asia as new sources of supplying the American
market with hand-detailed sweaters to be retailed at reasonable prices due to
the Bast’s unlimited sources of cheap labor. It has taken three Americans from
widely diverse backgrounds, and three Koreans in the hotel business in South
Korea, along with the cooperation of the South Korean government, to come up
with the means for the American retailers that takes all the gambling out of
importing * * *,

“The sweaters are designed in the U.S.A. for American women, produced in
South Korea in Westar's own mill under strict quality controls, shipped to
Westar’s own warehouses in Boston, Mass. and Nashua, N.H., and permits
‘Westar, Ltd. to offer quality conformity of production at prices far below imports
from Japan, Hong Kong, Okinawa or Taiwan * * *,

“The results have been electrifying. * * * on August 25th, a shipment of
80,000 hand-loomed, hand-crocheted fall sweaters for women arrived at the
Boston warehouse. By September 6th, every single sweater had been bought up
by the first few chains and department stores to see the merchandise. The new
spring line of fine gauge knits, novelty knits, and bulky knit sweaters opened last
week. One chain confirmed an initial order of 2,700 dozen. It is now certain that
10,000 dozen will be sold by October 15th, and by November 30th, over 30,000
dozen will be confirmed for delivery from January through February 1st. It is
expected that the capacity of 50,000 dozen sweaters will be fulfilled before
Thanksgiving.

“According to Dr. Tyler (one of the company principals), a new plant is al-
ready being built in Seoul consisting of 50,000 square feet and will be ready
early in 1967. It will increase employment by 825 people, which will include 200
additional hand-crochet knitters. The present mill has more than 150 hand
kniting frames, and employs 450 South Koreans. Planned output will be in-
creased to a minimum of 2,000 dozen sweaters per week in full-fashioned
styles * * * The labor costs range from three to seven cents per hour to 21
cents, Dr. Tyler said, but living costs are scaled proportionately, and South
Korea does not have the galloping inflation problems of other countries. The
United States and South Korean governments are fostering investment in
Korea * * * the American Embassy was especially helpful * * * in initiating
so large a venture.”

The foregoing statement is particularly noteworth because rarely are im-
porters so candid in declaring the basis of their competitive advantage. We
agree with this statement’s conclusion, and we are satisfied to rely on the
testimony of our adversaries in asserting that the outcome of this economiec
struggle will depend on the advantage in labor costs. While this South Korean
knitted outerwear plant is boasting to its prospective United States customers of
wages from 5¢ to 7¢ to a high of 21¢ per hour, it should be noted that the average
wage in the knitted outerwear industry of the United States in the most recent
month for which data has been made available by the Bureau of Labor Statistics,
March 1968, was $2.26 per hour (see Appendix F').

In the face of such extreme differences of conditions, we submit that is ir-
relevant and worse to discourse on the philosophical merits of the principles of
free trade. For Mr. William M. Roth, the President’s Special Trade Negotiator,
to multiply speeches against the dangers of protectionism contributes nothing
to a solution of the problem but a false notion of the true alternatives. He has
referred to quotas as if they were necessarily destrictive of all present imports
of textiles and apparel when nothing of the sort would be involved in a system
of reasonable limitations. He has created the impression that any such system
of limitations would be destructive of the progress of trade liberalization under
GATT.
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Not only is that not the case, but it should be pointed out that our so-called
trading partners in Europe have had recourse to various types of limitations
and quotas on their imports of textiles and apparel. All of this has apparently
been ignored. Indeed, public information on these limitations has been difficult to
obtain. We deem it essential to your study that your Committee should obtain
from the State Department the fullest information with respect to quota arrange-
mens on textiles and apparel now in force in European countries and in Japan;
and, further, how such restraining measures have not in some of these countries
prevented some increase in imports consistent with orderly marketing and the
survival of domestic industries. The Canadian Government whose policy has
been no less committed to liberal trade, has nevertheless instituted quota ar-
rangements with Japan and even with the British Crown Colony of Hong Kong.
ments on textiles and apparel now in force in European countries and in Japan;
Great Britain has done the same. West Germany has such arrangements with at
least Hong Kong, but the details have never been made public and we have never
been able to obtain them. Similar limitations apply in France. They have been
instituted, we have been advised, in some of the Scandinavian countries. And
all these are not limited to cotton but apply to other fibers as well. And only
within the last few months Australia has granted relief by similar measures to
its knitted outerwear industry on the basis, mark you, not that the domestic in-
dustry had not yet been injured, but that it ought not to be placed in jeopardy
and exposed to future injury that will follow from a continuation of present
trends. How much more serious is our case. We urge that this study by your
Committee include a complete examination of these arrangements.

Too much of the public debate has been carried on in terms of abstract prin-
ciples. It is only by examining the distinguishing realities in the difficulties
of the apparel and textile industry that a solution appropriate to this special
case can be found. The old dialectic between free trade and abstract protection-
ism is dead. The arguments are stale. The realities are far more complicated
and more severe than can be treated through vague generalities. The facts which
the industry is placing before you cannot but demonstrate the basis for a pro-
gram of reasonable limitations of imports such as has been adopted by other
GATT nations and such as will permit the survival and growth of our own
textile and apparel industry.

APPENDIXES
APPENDIX A

EBaplanatory Note on Method of Developing Ratios Between Domestic Produc-
tion and Imports of Enitted Outerwear in Pounds.—Because classifications of
imports do not correspond with classifications of knitted outerwear reported in
surveys of domestic production, it is not possible to make complete comparison
in units. It is necessary to make the comparison on a poundage basis.

Domestic production, however, is not specifically reported in pounds, and
poundage must, therefore, be derived from other data. The sources used are two:

(1) Data published by the National Cotton Council of America in its annual
survey, entitled “Cotton Counts Its Customers,” covering all classifications of
knitted garments constituting “knitted outerwear” and thus comparable to the
total of import categories included in this general term. Such data provide, first,
the total fiber weight of materials used for producing each classification of end
product, and; second, the portion thereof consisting of cotton. They do not
show what portion was wool or what portion man-made fiber. To obtain figures on
the weight of wool knit outerwear a second source was used.

(2) Data on wool yarns consumed in the manufacture of knitted outerwear, as
derived from the “Apparel Survey, Series M23A” of the Bureau of Census of the
United States Department of Commerce. This report shows the total consumption
of yarn in the production of knitted underwear, nightwear and knitted outer-
wear (but not broken down). These figures were supplemented by a further re-
port, Series M22K, “Knit Cloth for Sale.”

In the first of these two Bureau of Census reports, the figures showing wool
yarn consumed for underwear, nightwear and knit outerwear are assumed to
be nearly entirely absorbed in knitted outerwear (except for a small percentage).
But since these figures reflect consumption of yarns only in integrated knmitted
outerwear mills, it is supplemented by data in the survey of Knit Cloth for Sale,
showing the quantity of wool cloth sold to cutters for fabrication into garments—
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and here we have assumed that all such knitted cloth of wool went into knit
outerwear, though some part of it must have been consumed in other non-knit-
outerwear use. Domestic production is thus somewhat overstated.

The only further adjustment of these two wool figures from the Department of
Commerce sources is to diminish the yarn poundage by a waste factor of 20
per cent to derive the net weight of finished garments.

With (a) the total weight of all knitted outerwear production based on the data
of the National Cotton Council, and with (b) the total portion thereof consisting
of cotton given in the same source, and with (e¢) the weight of wool knitted
outerwear derived from the Department of Commerce reports in the manner in-
dicated above, we have then been able to subtract (b) -and (c) from (a) thus to
obtain (d), the remainder which represents the man-made component.

The 20 per cent waste factor applied to yarn consumption represents a general-
ization of industry experience. |

AprpENDIX B

ESTIMATED END USE CONSUMPTION OF GRAY YARNS OF ALL FIBERS IN THE PRODUCTION OF KNITTED OUTER-
WEAR 1950-67

[In millions of pounds]

Type of product 1960 1961 1962 1963 1954 1965 1966 19671
Sweaters. 95 97 101 102 102 113 114 92
Knit outerwear shirts 56 | 54 55 52 72 89 96 100
Sweatshirts. 32 35 42 39 48 55 66 64
ﬁnj{ zwimwear 6 7 8 7 12 s tl')g ) ég ég
nit dresses. -
Knit dress suits _} 2 2 2 2 5 { 8 8 9
Knit play garments 7 7 8 9 8 10 11 10
8 8 8 8 8§ & & ¥
nitslacks___.__..__________ 3
Knit head) 4. 3 ) 3 ) 3 3 3 3 3 3
Total gray yarns consumed in the produc-
tion of knitted outerwear__._________. 201 205 219 214 25 363 392 377
Adjusted 20 percent for waste_.._.._.________ 160.8 11640 175.2 171.2 200.0 290.4 313.6  30L.6
1 Estimated.

2 Adjusted to exclude dresses of tricot not ordinarily classified as knitted outerwear, amounting to 19 million pounds in
1965 and 20 million pounds in 1966.
3 Not available. .
s 4 Estimated by National Knitted Outerwear A iation based on production of knit head reported in the ‘‘Apparel
urvey." :

Source: National Cotton Gouncil of America, “Cotton Counts Its Customers.""

AprpENDIX C

ESTIMATED END-USE CONSUMPTION OF GRAY COTTON YARNS IN THE PRODUCTION OF KNITTED OUTERWEAR
1960-67

[In millions of pounds]

Type of product 1960 1961 1962 1963 1964 1965 1966 19671
Sweaters 4 4 4 4 3 4 6 4
Knit outerwear shirts___________________ """ 51 50 50 45 63 70 78 80
Sweat shirts. 32 34 41 37 46 53 62 64
ﬁ"ig ire : 2 2 : 2 1% 1% 1(15
nit dresses.
Knit dress suits } 1 1 1 1 1 { 2 2 3
Knit play garments 6 6 7 7 6 8 8 7
Knit skirts.... o 0 o o o 2 3 2
Knit slacks ® @ @ @) ) 5 5 5
Knit head 3
Total, gray cotton yarn consumed in the

production of knitted outerwear_._____ 95 97 105 95 121 161 180 182

Adjusted 20 percent for waste. . ___________ 76 . 71.6 84 76  96.8 128.8 144 146

1 Estimated.
2 Not applicable.

s ¢ Estimated by National Knitted Outerwear Association based on production of knit headwear reported in the “‘Apparel
urvey. ‘

Source: National Cotton Council of America, ““Cotton Counts Its Customers,"
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ArpENDIX D
DOMESTIC CONSUMPTION OF WOOL YARNS IN THE PRODUCTION OF KNIT OUTERWEAR, 1960-67

[In millions of pounds]

Dcmestic consumption of wool yarns in the

production of— Weight of
- Total wool yarn  finished knit
Year . } Knit cloth for ~ consumed in outerwear
Knit underwear, Knit sale to others  knit outerwear  (adjusted for
nightwear, and outerwear? for fabricating 20 percent waste)
outerwear into garments
3L.8 30.0 11.8 4.8 33.3
32.9 31.0 1.8 4.8 34,2
38.5 36.0 12,0 48,0 38.4
45,9 44,0 14,3 58.3 46. 6
53.0 51.0 20,7 7.7 57.4
50.5 48.5 121.0 9.5 55.6
59.0 57.0 12.1 69.1 55,3
147.0 145.0 17.4 162.4 149.9

1 Estimated.
Source: U.S. Department of Commerce, Bureau of the Census, Current Industrial Reports, Apparel Survey, series M23A,

and Knit Cloth for Sale, series M22K.
AprrENDIX B

RATIO OF IMPORTS OF KNITTED OUTERWEAR OF ALL FIBERS TO DOMESTIC PRODUCTION AND TO APPARENT
CONSUMPTION 1960-67

Ratio of imports to—

Domestic Imports Exports Apparent -
Year production (pounds) (pounds) consumption Apparent Domestic
(pounds) (pounds) consumption  production
(percent) (percent)
160,800,000 11,358,000 2,000,000 170,158, 000 6.7 7.1
164,000,000 12, 336,000 3,000,000 173,336,000 7.1 7.5
175,200,000 19,738,000 2,000,000 192,938, 000 10.2 11.3
171, 200, 000 , 304, 000 2,000,000 194,504, 000 13.0 14.8
200,000,000 30,010,000 2,000,000 228,010, 000 13.2 15.1
290, 400, 000 , 993, 3,000,000 334,393,000 14.1 16.2
.. 313,600,000 55,466, 000 3,000,000 366, 066, 000 15,2 17.7
1301,600,000 64,426,000 13,000,000 1 363,026,000 117.7 121.4

1 Estimated.
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RATIO OF IMPORTS OF KNITTED OUTERWEAR BY TYPE OF FIBER TO DOMESTIC PRODUCTION AND TO APPARENT
CONSUMPTION, 1960-67

Ratio of imports to—

§ Domestic Imports Exports Apparent
Type of fiber production (pounds)  (pounds) consumption  Apparent  Domestic
(pounds) (pounds)  consumption production

(percent)  (percent)

Knitted outerwear of wool:
1960

6,532,000 200,000 39,632,000 16.5 19.6

7,399,000 223,000 41,376,000 17,9 21.6

11,486, 000 183,000 49,698,000 23.1 29.9

16,918, 000 227,000 63,291,000 26,7 36.3

19, 275, 000 314,000 76,361,000 25,2 33.6

26,673, 000 244,000 82,029,000 32.5 48.0

24,954,000 255,000 79,999, 000 31,2 45,1

23,757,000  1200,000 173,457,000 132,3 147.6

4,518,000 1,000,000 79,518,000 5.7 59

4,550, 000 924,000 81,226,000 5.6 5.9

6,671,000 1,011,000 89,660,000 7.4 7.9

6,003,000 1,103,000 80,900,000 7.4 7.9

6,152,000 1,529,000 101,423,000 6.1 6.4

9,801,000 1,364,000 137,237,000 7.1 7.6

14,381,000 1,361,000 157,020,000 9.2 10.0

13,296,000 11,300,000 1157,996,000 18,4 19.1

1960 oo 51, 500, 000 308,000 1,000,000 50,808,000 0.6 0.6
1961 -~ 52,200,000 387,000 1,515,000 51,072,000 0.8 0.7
1962._- _. 52,800,000 1,581,000 708,000 53,673,000 2.9 3.0
1963__. .. 48,600,000 2,383,000 631,000 50,352,000 4,7 4,9
1964___ _.. 45,800,000 4,583,000 558,000 49,825,000 9.2 10.0
1965 - 2106,000,000 10,519,000 1,202,000 115,317,000 29,1 9.9
1966.__. _.. 114,300,000 16,131,000 8,000 129, 533, 000 12.5 14.1
1967 el 1105,700,000 27,373,000  1900,000 t132,173,000 120.7 125.9

1 Estimated.

2 The sharp increase between 1964 and 1965 in the figures reflecting domestic production of knitted outerwear of man-
made fibers does not actually indicate an expansion in the U.S. industry, but rather a correction in the data of the National
Cotton Council. Not included in 1964 or the earlier years were the following classifications: knitted dresses and suits
(included only are those made in integrated knitting mills; those made of purchased knitted fabric were not included);
knit skirts; and knitted slacks. All the omitted classifications were included for the first time in 1965, and the total for that
year, asinthe case of the succeeding year, ic therefore not directly comparable to the figures for the preceding series.
Consequently, the ratio of imports of knitted outerwear of man-made fibers to apparent consumption of such articles is
somewhat overstated for the years prior to 1965. But they are bellieved to bevalid for the last 3 years shown.

Sources: Appendix B, C, and D.
AprpPENDIX F

AVERAGE HOURLY EARNINGS OF PRODUCTION WORKERS IN THE U.S. KNITTED OUTERWEAR INDUSTRY, 1957-67
AND MARCH 1968

Period Amount Period Amount
1957 $1.51 | 1963._ $1.74
1958 1.53 | 1964 1,82
1959 1.55 | 1965 - 1,88
1960 1.60 | 1966 1.99
1961 1.66 | 1967 2.12
1862 1,69 | March 1968... 2.26

Note: Not seasonally adjusted.
Source: U.S. Department of Labor, Bureau of Labor Statistics.

96-1569 0—68—npt. 6——19



2596

AprrENDIX G

PERCENTAGE OF TOTAL QUANTITY OF U.S. IMPORTS FOR CONSUMPTION OF WOOL KNITTED OUTERWEAR BY
LEADING COUNTRIES OF ORIGIN, 1953-67

Year United Japan Italy Hong Kong All other

Kingdom countries
1953 55.8 2.4 7.1 0 34,7
1954 50.1 6.0 10.4 0 33.7
1955 35.9 19.4 14.4 0 30.3
1956 20.6 45,5 13.8 4 19.7
1957 17.3 46.5 15,7 .8 19.7
1958 14,7 45,0 21,2 1.8 17.3
1959 1.6 43,4 27.1 3.4 14.5
1960 8.8 3L.4 39,7 5.5 14.6
1961 8.6 19.9 48,7 7.6 15.2
1962 7.8 14,4 52.3 10.2 15,3
1963 6.8 6.2 64.9 10.0 12.1
1964 5.5 3.5 62.4 17.5 1.1
1965 4.6 3.3 48,7 33.4 10.0
1966 5.3 3.7 39.8 38.4 12.8
1967 5.1 2.6 36.1 42.6 13.6

Source: U.S. Department of Commerce, Bureau of the Census, “U.S. Imports of Merchandise for Consumption,”” Re
ports FT-110, FT-125, FT-246, and IM-146.
ArpENDIX H

U.S. IMPORTS FOR CONSUMPSION OF KNITTED OUTERWEAR OF WOOL AND MAN-MADE FIBERS BY LEADING
COUNTRIES OF ORIGIN, 1959-67

KNITTED OUTERWEAR OF WOOL

[In thousands of pounds]

Year ltaly Japan Hong Kong  South Korea Taiwan Total
4,839
6,532
7,399
11, 486
16,918
19, 275
26,673
24,954
23,757
50 3 e 85
216 ... 308
237 3 387
149 936 163 _ 1,585
171 1,314 281 208 2,384
260 2,899 3 439 4,584
409 5,762 2,088 761 10,519
569 9, 069 2,273 1,404 16, 131
892 , 966 5,325 4,493 27,373

Source: U.S. Department of Commerce, Bureau of the Census, U.S. Imports of Merchandise for Consumption, Reports
FT-110, FT-125, FT-246 and IM-146.
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ArrEnDIX I

US. IMPORTS FOR CONSUMPTION OF KNITTED OUTERWEAR—TOTAL OF WOOL AND MAN-MADE FiBERS AND
SHARE OF TOTAL HELD BY LEADING COUNTRIES OF ORIGIN, 1959-67

Year Italy Japan Hong Kong  South Korea Taiwan Total

In thousands of pounds

1,314 2,151 4,924
2,592 2,269 6,840
3,606 1,710 3 7,786
6,160 2,593 2 13,071
11,167 2,364 208 19,302
12,285 3,574 | 3 - 489 23,859
13,386 6,629 | 10, 985 68 761 37,192
10,508 10,001 11, 859 1,913 2,040 41,085
9,479 10,576 15,435 5,744 5,277 51,130
As a percent of total
26.7 43,7 3.4 100.0
37.9 33.2 5.2 1000
6.3 22,0 7.2 0 100.0
47.1 19.8 10.2 .. 0 100.0
57.9 12,2 10,2 .. 11 100.0
51.5 15.0 15.7 2,0 100.0
36.0 17.8 29.5 2,0 100.0
25.6 24,3 28,7 5.0 1000
18.5 20.7 0, 2 10.3 100.0
Source: Appendix H.
APPENDIX J

FirsT JOoINTLY OWNED KOREAN-AMERICAN KNITTING MILL IN KoreA HAS
IMMEDIATE IMPACT ON SWEATER INDUSTRY

A new company has made the American scene all the way from Seoul, South
Korea ; and it seems destined to change the thinking of American retailers, manu-
facturers and consumer buying patterns of women’s knitwear here in the U.S.A.

The arrival of Westar Ltd., the very first Korean-American venture into the
American sweater industry, is causing everyone to take a closer look at the
quality and marketing concepts of imported, full-fashioned, hand-loomed, hand-
crocheted sweaters from South Korea. For some time, manufacturers in the
U.S.A. have been discovering exotic new places in Southeast Asia and Asia as new
sources of supplying the American market with hand-detailed sweaters to be
retailed at reasonable prices due to the East’s unlimited sources of cheap labor.
It has taken three Americans from widely diverse backgrounds, and three
Koreans in the hotel business in South Korea, along with the cooperation of the
South Korean government, to come up with the means for the American retailers
that takes all the gambling out of importing.

Westar Ltd. is the only jointly owned Korean-American knitting mill—a direct
source to the finest hand-knitters in the world. The sweaters are designed in the
U.S.A. for American women, produced in South Korea in Westar’'s own mill
under strict quality controls, shipped to Westar’s own warehouse in Boston, Mass.
and Nashua, N.H., and permits Westar Ltd. to offer quality conformity of pro-
duction at prices far below imports from Japan, Hong Kong, Okinawa or Taiwan.

The formation of Westar Ltd. is as unusual as its product and the back-
grounds of the principles of the company.

The President is Dr. Arthur Tyler, a world renowned Nuclear Physicist, a
former U.S. Olympic Bobsledder champion, and a rare combination of business-
man, scientist and human being. Dr. Tyler was one of the original founders of
Itek Corp., specializing in information, storage, and retrieval systems and equip-
ment. Itek is now an 80 million dollar company and on the New York Stock
Exchange. Dr. Tyler is also the founder of Tyco, Inc. and its subsidiary. Tyco
Laboratories which specializes in the manufacturing of electronic equipment for
the U.8.A. Government. He is one of the three founders and organizers of the
Komy Corp., which produced electronic devices in the Republic of Korea for
export to the U.S.A.
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While involved in transistor and eeletronic production in Korea, and the
development of mineral deposits in conjunction with the South Korea Govern-
ment, Dr. Tyler became interested in finding ways to achieve further develop-
ment of the vast human resources and talents of the South Korean people, and
to attract investment by American businessmen into Korea. The greatest asset
seemed to rest in the unusual high quality workmanship of a most willing, in-
expensive and vast labor market which was readily available. The first to join
him were two close friends from New Hampshire: Isay Friedman, who operated
a shoe manufacturing business in Boston; and Murray Samels, President of
Kimmerick Discount Stores in Nashua, and formerly with Brookshire Knitting
Mills in Manchester, New Hampshire.

They found their way through the three Suh brothers who own the Ambassador
Hotel in Seoul, and who had purchased a knitting mill two years ago that had
been operating for seven years previously for the European market. The three
Americans formed a joint American-Korean enterprise under the name of Pan-
Korea Industrial Ltd., and they, with the principals of the South Korean
company received official recognition from the government as a means of aiding
the country economy. Westar Ltd. is the U.S.A. company with warehousing,
design and selling facilities set up in this country. Herbert Rindenow was ap-
pointed as General Sales Manager of Westarknits—the sales division of Westar
Litd., located at 1407 Broadway, New York. Mr. Rindenow, heavily experienced
in the knit business, was formerly with Globe Knitwear of Philadelphia for 14
years. Mr. Samels became Executive Vice President of Westar Ltd., and Mr.
Friedman, the Treasurer of the company. The entry of these American business-
men, together with the large influx of ready capital, enabled the company to
invest in machinery and varn which had been difficult to bring into South Korea.
The results have been electrifying.

Mr. Rindenow reported that on August 25th, a shipment of 80,000 hand-loomed,
hand-crocheted fall sweaters for women arrived at the Boston warehouse. By
September 6th, every single sweater had been bought up by the first few chains
and department stores to see the merchandise. The new spring line of fine gauge
knits, novelty knits, and bulky knit sweaters opened last week. One chain con-
firmed an initial order of 2,700 dozen. It is now certain that 10,000 dozen will be
sold by October 15th, and by November 30th, over 30,000 dozen will be confirmed
for delivery from January through February 1st. It is expected that the capacity
of 50,000 dozen sweaters will be fulfilled before Thanksgiving.

According to Dr. Tyler, a new plant is already being built in Seoul consisting
of 50,000 square feet and will he ready early in 1967. It will increase employment
by 825 people, which will include 200 additional hand-crochet knitters. The pres-
ent mill has more than 150 hand knitting frames, and employs 450 South Koreans.
Planned output will be increased to a minimum of 2,000 dozen sweaters per
week in full-fashioned styles. This is feasible because of the abundance of
quality hand labor. The mill will also make cut and sewn sweaters and co-
ordinates. Over $500,000 has already been invested, which is equal to 135 million
won in South Korean currency. The labor costs range from three to seven cents
per hour to 21 cents, Dr. Tyler said, but living costs are scaled proportionately,
and South Korea does not have the galloping inflation problems of other
countries.

The United States and South Korean governments are fostering investment
in Korea, according to Dr. Tyler, and the U.S. Operations Mission in the Ameri-
can Embassy in Seoul was especially helpful in ironing out the rough spots in
initiating so large a venture. )

Westar has already opened up distribution facilities and offices in Canada, and
is exploring the possibilities of warehousing in New York and California in the
near future. The company claims to have unlimited production potential, and is
offering full-fashioned, hand-crocheted, and hand-loomed sweaters at incredibly
low wholesale prices, considering the detail and quality offered, to retail from
$3.98 to $12.98. The hand-crocheted sweaters are wholesaling from $4.75 each in
$7.75 each in 1009 acrylics, and hand-loomed sweaters from $36.00 to $91.00 per
dozen, all full-fashioned.

Mr. Rindenow believes that the company’s policy of offering the highest quality
sweaters to retailers will ultimately benefit the consumer, while permitting the
store higher retail mark-ons. Orders are now being taken on the spring line for
December/January delivery.

Mr. Burke. Our next witness is Mr. Charles I. Rostov. Will you iden-
tify yourself?



2599

STATEMENT OF ROBERT E. HERZSTEIN, COUNSEL, FLOOR COVER-
ING GROUP, AMERICAN IMPORT ASSOCIATION; AND WILTON
AND VELVET CARPET AND RUG IMPORTERS

Mr. HerzsteiN. Mr. Chairman, my name is Robert Herzstein. T am
a partner in the Washington law firm of Arnold and Porter. We are
counsel to the floor covering group of the American Import Associa-
tion, and also to the Wilton and Velvet Carpet and Rug Importers.

I informed the committee staff earlier that both of my clients are
out in Chicago this week. This is one of the 2 weeks in the year when
they write most of their orders, and so they all felt it would be a great
penalty on their business to appear.

Mr. Burks. If you want to skip any part of your statement, you may,
and the entire statement will appear 1n the record.

Mr. HerzsteiN. Thank you.

My plan was, in fact, just to orally summarize it, especially in view
of the hour.

Mr. Burke. Do you want Mr. Rostov’s entire statement submitted
for the record. f

Mr. HerzsteiN. Yes. |

We also submitted an appendix A.

Mr. Burks. The statement and appendix will be received for the
record. ‘

Mcr. Herzstein. Thank you.

Mr. Chairman, as we indicate in the statement, we don’t believe any
quota on textile imports is needed, but out facts and arguments ave set
forth in the statement, and you heard a great deal on that topic today,
sothat T won’t go into that at this point.

Our particular interest is in making clear to this committee the spe-
clal circumstances of the carpet and rug industry.

There has been little or no mention of the carpet and rug industry or
carpet and rug imports in the Senate Finance Committee import quota
hearings that were held last fall or in the lengthy and numerous con-
gressional speeches that have appeared on this subject.

We believe it is a fair inference that the proponents of textile im-
port quotas do not view them as encompassing carpets and rugs.

We also feel it likely that they would not care to have carpets and
rugs associated with their testimony, because of the phenomenal pros-
perity that the domestic carpet and rug manufacturers have been enjoy-
Ing in recent years.

In essence, we feel we have a particular specialty situation, which
we think it is important for you to know about.

We feel that carpets and rugs are in issue here only because the
draftsman of the textile quota bill used an unduly broad pen when re-
ferring to something called textile products, which happens to include
these things in a technical way.

We feel that economically the considerations are quite different.
Whatever considerations this committee may feel are applicable in the
textile industry, it is fair to say they don’t govern the carpet and rug
industry.

The liaalth of this industry, the domestic part of it, in recent years, is
little short of phenomenal. The industry has enjoyed record sales and
profits, and imports have been almost insignificant.
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There are two principal reasons for the health of the domestic indus-
try. The first is the revolution in manufacturing techniques which has
come into the carpet and rug industry in the last 8 or 10 years.

For approximately 100 years before that, since the middle 19th cen-
tury, carpets were made on a machine-powered loom by a weaving pro-
cess very similar to the way other woven products were made, although
it was, of course, a special kind of loom for handling the heavier work
involved in carpets.

There was little change in the technique until the first tufting ma-
chine was introduced in this country in 1946.

Tufting didn’t really catch on. It started out in 1946, after the war,
in bathmats, and that kind of product. It didn’t really catch on until
the late 1950’s.

In the tufting process, quite distinguished from the weaving proc-
ess which had been used before, a prepared backing, a special backing
that looks somewhat like burlap is run through a machine which has
hundreds of needles which operate simultaneously, and at great speed,
toinsert individual tufts through that burlap backing.

The backing is then run through other machines which put on a
rubberized substance on the back, to hold those tufts in, and then adds
other layers of burlap and other things to give the carpet the necessary
body and other qualities.

This tufting process has tremendous economic advantages over the
old weaving process. A tufting machine can produce 20 to 30 times as
many square yards of carpet as a weaving machine, what we call a
Wilton machine.

It uses only a fraction of the labor. The labor cost on a square yard
of carpet comes out to a few cents, 5 or 6 cents.

But apart from this economy in the manufacturing process itself,
the tufting process permits other very substantial economies.

Woven carpet produced by the old method has to be made out of
colored yarns, and in the design that one wants. One has to use
red and blue yarns, if he wants a red and blue carpet. The design has
to be woven into the rug.

If a manufacturer wants to produce carpet in 30 colors, he has to
produce each color on his machine, and keep it in stock, which, of
course, is very expensive.

With the tufting process, he produces carpet in gray goods, produces
it in the natural color of the yarn, undyed. The carpet is made that
way and stocked in rolls, then as he sells it, he runs the completed
carpet, as it were, through a vat which puts dye in it, and there are
now dyes which can, because of different kinds of yarn, already built
into the carpet, cause the carpet to come out with several different
colors in it.

There are also techniques recently being developed which permit
designs to be printed on these tufted carpets.

ATl of these techniques have established, as we referred to earlier,
a revolution in the manufacturing of carpets, and the result of this
has been that tufted carpets now constitute some 90 percent of domestic
carpet and rug production.

The second reason for the tremendous health of the domestic carpet
and rug industry is the expansion of the domestic market, which has
taken place in recent years.
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I will mention a few of the factors that have accounted for the
expansion, which we document more fully in our written statement.

One is the increasing affluence of the American home owners. The
second is the fashion trend toward wall-to-wall carpets.

A third is the trend in commercial and industrial uses to putting
carpets into office buildings, department stores, hotels and motels.

Even 25 percent of the new schools being built in this country are
being carpeted wall to wall. ‘

This is not for reasons of luxury, but because of the lower installa-
tion and lower maintenance costs that carpet permits.

Another new development which is accounting for a substantial part
of this expansion in the domestic market is the development of indoor-
outdoor carpet, which can be put on patios, kitchens, bathrooms, even
athletic fields. |

In the face of this technological revolution in domestic manufactur-
ing, and this tremendous expansion of the domestic market, imports
constitute only a trickle of specialty products.

Imports simply do not have a significant place in the domestic
carpet and rug industry. j

The development of tufting has been an American phenomenon.
Tufting machines are made in the United States. They were developed
here. The United States is well ahead of other countries in the manu-
facture of tufted carpets.

The dynamic, lucrative, growing U.S. market for large volume sales,
both commercial and residential, of carpets is served almost entirely
by the domestic manufacturers.

What is it that is being imported ? I will describe a few of the spe-
cialty products.

One is a very small quantity of the old fashioned machine woven
carpets and rugs. This amounted to some $6 million worth in 1966,
which was down to less than a fifth of what it had been in 1961.

This is a declining market. There are still a few importers, some of
my clients, who malke a good business out of it, but what they import
are high priced speciality items which do not really compete in any
significant way with domestically made carpets.

Another specialty product coming in, of course, is handmade Ori-
ental and Persian rugs, which are not made in this country at all,
which appeal only to the prosperous family with a special taste for
that kind of floor covering. ‘

Another is the so-called tubular braided rug, which came in in rela-
tively small quantities over recent years, compared with the tre-
mendous size of this booming U.S. carpet and rug industry.

These tubular braided rugs also have a very limited appeal, because
they have an oval shape. They are not a pile kind of floor covering,
but are a flat surface, and look like the old American colonial rug.

They are widely advertised in the department stores, largely on a
price basis, and sell to the householder who seeks a serviceable rug
at the lowest possible cost, but they cannot compete with the do-
mestically made carpets and rugs in any of the vast applications which
have accounted for the prosperity of this industry.

A total of $16 million worth of these rugs came in in 1967, and that

was down 26 percent from the previous year.
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There is pending in this committee a special bill on these rugs, these
tubular braided rugs, to reclassify them in a category which would
increase the tariff.

I am not going into the details of that now.

As T say, it is a very specialty item compared with the rest of the
carpet and rug industry.

Mr. Chairman, before these hearings end, we would hope to submit
a separate statement on that, addressed to that bill that is pending.

Mr. Burke. We will keep the record open for you to submit the
statement, but submit the statement as soon as you can. (See p. 2618.)

Mr. HerzsteIN. Thank you.

Then there are miscellaneous other rugs which are really so insig-
nificant that they are not worth describing at this point.

‘Well, in terms of economies, the results of the above technical devel-
opments and market growth can be summarized as follows:

The domestic manufacturers are going through a period of rapid
growth. U.S. production in 1966 was 441 million yards, about $1.4
billion worth of carpets and rugs. This was double the national pro-
duction in 1961.

Profits of the domestic carpet and rug companies are at record
levels.

The appendix A which we have submitted for the record contains
summaries of earnings statements of a number of the domestic com-
panies, and articles that appear in the trade journals, describing the
condition of these companies, and their market.

Prices are lower than in 1932, at the depth of the depression, be-
cause of these new manufacturing techniques, and yet, in spite of these
low prices, the companies are achieving record levels of profits.

Future growth for this industry is estimated at 8 to 10 percent a

ear.
v In the face of all this, imports account for approximately 8.4 per-
cent of the U.S. market.

In conclusion, imports don’t, and can’t conceivably, pose a threat to
the dynamic and growing U.S. carpet and rug industry.

The United States hasthe largest, strongest, and most efficient carpet
industry in the world. Through automation and mass production, it
has conquered the problem of high labor costs that bothers many other
American industries.

Through new and even better products, and more effective marketing
techniques, it has opened up expanding markets, and the end is cer-
tainly not in sight.

Mr. Chairman, as I indicated earlier, we don’t believe there is any
need for quotas on any textile products, but in your determinations
concerning the textile industry, we respectfully suggest that you should
first exclude the carpet and rug industry, as being irrelevant to these
determinations.

Thank you.

(Mr. Rostov’s prepared statement and appendix referred to follow :)
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STATEMENT OF CHARLES I. RosTOV, FLOOR COVERING GROUP, AMERICAN -IMPORT
ASSOCIATION

Mr. Chairman and members of the committee, I am Charles I. Rostov, repre-
senting the Floor Covering Group, affiliated with the American Import Associa-
tion, an orgamzatlon of United States busmessmen engaged in importing various
types of floor coverings.

Dumng the most recent hearings on quotas before the Senate Finance Commit-
tee and in Congressional speeches on the textile quota question, little mention
has been made of carpet and rug imports. It is a fair inference that the pro-
ponents of textile import quotas either do not view the quotas as encompassing
the soft floor-covering industry or wish to disassociate the manufacture of car-
pets and rugs from the rest of the domestic textile industry because of the
phenomenal prosperity which domestic carpet and rug companies are enjoying.
Nevertheless, despite this reluctance on the part of domestic manufacturers, the
broad terms of the various textile import quota bills pending before this Com-
mittee would seem to encompass carpets and rugs. Therefore, we have decided
that it is imperative for us to appear before you and present our views concern-
ing the imposition of quantitative restrictions on the import of textiles and
apparel in general—and on the import of floor coverings in particular.

1. The state of the textile and apparel industry

Mr. Chairman, our organization is opposed to the enactment of legislation plac-
ing quotas or ceilings on the import of textile and apparel goods. Such quantita-
tive import restrictions are simply not.needed. In January 1968, the United States
Tariff Commission completed a comprehensive report on the state of the textile
and apparel industry. Its conclusion was that “domestic producers [of textiles
and apparel] have, by most broad measures, enjoyed a period of unparalleled
growth since the early 1960’s.” The Commission made numerous findings in sup-
port of this statement. For example, from 1961 to 1966, the value of textile and
apparel shipments in the United States rose by over $10 billion, an increase of 36
percent. Profits as a percentage of net sales went up even more rapidly: by 48
percent for textile mill products and by 52 percent for producers of apparel and
related products. This increase was more than twice the corresponding gain
for all manufacturing corporations over a comparable period. At the same time,
the annual rate of profit on stockholders’ equity in manufacturers of apparel
and related products increased by about 53 percent, while the rate of profit for
investments in textile mills grew by 74 percent.

Finally, during this six-year period, total investment in new plant and equip-
ment by the mill products industries increased by 170 percent, and such invest-
ment by the apparel and related products industries increased by more than 250
percent. While 1mports rose over the period, the Commission found that “the
actual increase in the volume of domestlc production was of substantially greater

magnitude.”

The conclusions to be derived from all of this data are clear: the domestic
textile and apparel industry is both prosperous and growing and has little need
for protection from imported products.

2. The state of the rug and carpet indusiry

Nevertheless, as the Tariff Commission recognized, general statements about
the textile industry, while indicative of the health of the industry as a whole, may
conceal the state of particular textile products such as carpets and rugs. It
is therefore important that we look at the floor covering industry in order to
determine the necessity or desirability of quantitative import restrictions for
such articles.

It is fair to conclude that during the past few years the domestic carpet and
rug industry has been little short of phenomenal Domestic rug and carpet manu-
facturers have been enjoying record sales and profit levels. Floor covering im-
. ports—when compared to this vast and growing state of American production—
appear insignificant. In short, no case can be made that domestic carpets and
rugs are experiencing economic difficulties due to imports or that quotas or
ceilings should be applied to floor coverings.

In order to illustrate these conclusions, we should like to outline certain basie
facts about the U.S. carpet and rug industry :

(a) The tufting revolution.—Up through World War II, the most efficient
way to make carpets and rugs by machine was on a mechanical loom which pro-
duced a floor covering by a slow weaving process. In 1946, the first tufting machine
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was put into commercial operations. These machines follow an entirely different
production principle and manufacture floor covering by punching individual tufts,
in huge numbers and at great speed, through previously prepared backings.
Such machines can produce rugs and carpets from twenty to thirty times faster
than they can be produced on mechanical looms and with a small fraction of the
labor required to attend such looms.

In the first years of tufting, the process could produce only floor coverings of
uniform pile height and of uniform color, and they were generally somewhat
inferior to those made by the traditional processes. Recent technological develop-
ments, however, have permitted the manufacture by a tufting process of almost
any quality or style of floor covering that was previously made on the Wilton
and velvet looms. Furthermore, tufted floor coverings, unlike Wiltons and vel-
vets, can be produced from undyed yarn and maintained in gray goods inven-
tories, to be piece-dyed prior to sale in the colors demanded by the markets. This
piece-tying process permits tremendous savings in inventories and great flexi-
bility in meeting market demands quickly. Quite recently, processes have been
developed to permit printing of designs of several colors on the finished tufted
carpets; previously, such designs were the exclusive province of Wilton and
Axminster carpets.

The result of these innovations has been that tufted floor coverings are both
cheaper and of equal quality or, in some cases, of better quality than Wiltons,
velvets, and Axminsters manufactured by traditional processes. As a consequence,
tufted floor coverings now dominate the United States market, representing some
90 percent of the volume of domestic production.

The manufacturers who have gained from this revolution in floor coverings
are American manufacturers. The technique of tufting was invented and first
put to use in this country. The most sophisticated tufting machinery is made in
this country and is controlled by American manufacturers. Furthermore, the
development of even newer tufting techniques by domestic producers is just
around the corner. Processes are being refined for using new and radically dif-
ferent yarns, cheaper and more serviceable backing materials, and, most impor-
tantly, faster and finer gauged tufting machines. It is little wonder that domestic
industry spokesmen, such as the president of E. T. Barwick Mills, have been
stating that “the tufted carpet industry has every reason to be proud of its accom-
plishments”; a “$1.3 billion industry” has been built “literally from scratch,”
and it is expected to triple in volume and dollar value of shipments within the
next fifteen years.

(b) Expansion of domestic carpet market.—In conjunction with the revolution
in manufacturing techniques, there has come an enormous expansion in the
domestic carpet market. Rising afluence has permitted increasing numbers of
home-owners to purchase carpets. This development has been accentuated by
fashion trends in favor of wall-to-wall carpets and by the lower installation and
upkeep costs of carpets as compared with hard-surface floor covering. At the
same time, a growing demand has developed for contract carpets for institutions
and commercial buildings. Twenty-five percent of newly-constructed schools are
being completely carpeted. Department stores and supermarkets, as well as hotels
and motels have found carpets necessary to improve the comfort and luxury
which have become one of their principal competitive selling tools. Vehicles and
conveyances of all sorts are being equipped with increasingly durable and easy-
to-clean carpets. Finally, carpets and rugs are also being used in areas previously
reserved for hard-surface floor covering. This has been made possible chiefly by
the development of the “indoor-outdoor” carpet, which is not only of unprece-
dented durability but is easy to maintain and therefore well suited for use in
kitchens, bathrooms, patios. and even athletic fields.

(e) Growth and profits of domestic carpet manufacturers—As might be
expected from the foregoing account of the technological developments in carpet
and rug manufacturing and of the wider markets for floor coverings, domestic
manufacturers are going through a period of rapid growth marked by expanding
sales and profits. United States carpet and rug production reached a total of
441,564,000 square yards in 1966, double the total of 1961. In the words of the
American Carpet Institute:

“Yardage has increased [since World War II] at an annual average rate of
approximately 10 percent per year and dollar value at approximately 6.5 percent.
In recent years, however, the rate of growth has been much higher. By way of
comparison, over the same period gross national product and personal consump-
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tion expenditures of U.S. consumers increased by approximately 8.5 percent
per year.”

The profits of domestic carpet and rug manufacturers are at record levels and
are still climbing (see Appendix A), despite the fact that the average carpet
price today is lower than it was in 1932, at the depth of the depression. Most
predictions for future industry growth estimate the probable rate to be between
8 and 10 percent per year. Clearly, this is a booming industry with a very bright
future during the coming years.

3. U.S. carpet and rug imports

With these basic facts in mind, we can now turn to an examination of floor
covering imports. To deseribe the situation briefly, imported floor coverings do not
have a meaningful share of the dynamic, growing, and lucrative U.S. market for
large volume sales, either for residential or for contract installations. This market
is served largely by tufted floor covering, and tufted technology is far more
advanced in the United States than abroad. Moreover, even if foreign tufters
could develop a comparable technology, they would have great difficulty competing
in the United States market. Labor costs are such a minute factor in the pro-
duction of tufted floor coverings that any advantages which foreign manu-
facturers may obtain from reduced labor costs will be far outweighed by high
yvarn and shipping costs, plus the substantial U.S. tariff. Bven more importantly,
no foreign manufacturer or U.S. rug or carpet importer is equipped with either a
sufficiently large and specialized nationwide sales force or adequate warehouse
facilities or the capability to make the necessary inventory investments in order
to compete effectively in the American market.

The evidence to support these statements is clear. In 1966, imports of tufted
rugs were responsible for slightly over 1 percent of domestic consumption, and
according to the Tarifi Commission, “consisted largely .. . of types not pro-
duced domestically in significant quantities.”

As for those typeb of floor coverings in which imports play any role, the key
descriptive term is specialty items. This category consists of the following kinds
of rugs and carpets:

(a) Macline-woven and machine kmtted pile floor covering.—In 1966, imports
of these types: of machine-made ruge—consisting of Wiltons, velvets, Ammnstels
and chenilles to name just a few types—were valued at $6 million. The quantity
of these imports was 1,700,000 square yards which was less than 5 percent of
‘the machine-woven and machine-knitted pile floor coverings manufactured in
the United States. Moreover, it was less than 20 percent of the quantity of ma-
chine-made floor coverings imported into this country during 1961.

(b) Handmade oriental and Persian rugs—In 1966, about $15 million of im-
ports or some 850,000 square yards consisted of handmade pile floor coverings,
predominantly oriental rugs. As the Tariff Commission reported: ‘“There is little
or no commercial production of handwoven or hand-knitted floor coverings in
the United States. . ..” In short, these are specialty rugs which sell in this coun-
try on the basis of novel designs, color, and prestige. They retail at relatively
high prices—more than $18 a square yard for many oriental rugs—and obviously
serve only a limited number of fashion-conscious and prosperous customers who
want and are willing to pay for the handmade products.

(e) Tudbular draided rugs—In 1967, some 12.8 million square yards of tubular
braided rugs were imported into the United States, with a total value of these
rugs of $16.1 million. This represents a decrease in value of 26.8 percent from
the 1966 level. Tubular braided rugs appeal only to a very small part of the resi-
dential market. They sell—essentially ‘on a price basis—to the householder who
seeks a serviceable rug at the lowest cost. Their distinctive oval, flat-surface style
limits their use in many applications and makes them only marginally com-
petitive with other kinds of rugs and carpets.

(d) Miscellaneous rugs and carpets—A few miscellaneous types of floor

* coverings—such as druggets, which are woven on hand looms and usually have
filling yarns of various colors, and numdahs, which are felt rugs ornamented in
most cases with embroidery—are imported into the United States. The quantity
of such imports has declined from 1.4 million square yards in 1964 to less than
1.1 million square yards in 1966. These imported rugs take up less than 7 per-
cent of the United States market for miscellaneous carpet and rug products.
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4. Conclusion

It is the belief of the Floor Covering Group that a careful examination makes
clear that rug and carpet imports do not pose a significant threat to the dynamic
and growing floor covering industry. The United States has the strongest, larg-
est, and most efficient carpet industry in the world. Through automation and
mass production techniques it has conquered the problem of high labor costs.
By creating new and ever better products and by developing more efficient mar-
keting techniques it has opened up expanding markets, and the end is not in sight.

Imports consist almost entirely of novelty items which are not manufactured
in this country in significant quantities, along with a few low-priced items
which are sold primarily to families with very limited incomes. On a quantitative
basis, imports take up 4.3 percent of the market; on a value basis they take up
only 3.4 percent of the market.

Mr. Chairman, while the Floor Covering Group believes that no quantitative
import restrictions should be imposed on any textile and apparel articies, my
organization feels strongly that in your determinations concerning the textile
and apparel industry, you should first exclude the carpet and rug industry.
For whatever problems may exist regarding the domestic textile and apparel
industry, they simply are not present when a careful examination of carpef
and rug production in the United States is made.

APPENDIX A
[From the Home Furnishings Daily, Aug. 24, 1967]
Boox Purs THE BrooyM oN TUFTERS

(By Ron Gunter)

DarLToN, GA.—Booming business and rising prices characterize the floor cov-
ering manufacturing scene in this tufting capital.

Carpet manufacturers here are raising prices on certain lines following re-
cent price hikes in nylon carpet yarns by major producers.

And they are also witnessing booming business—and predicting that the fall
season will be one of the best despite (or because?) of prices in fibers now on
the upswing.

M. B. Seretain, president, Coronet Industries, Ine., said. “We will raise our
prices immediately to reflect the price increases on continuous filament nylon.
We're still studying other prices in our line.”

Peter R. Spirer, general manager, Painter Carpet Mills, noted, “We are tak-
ing a look at our revised costs based on the increased fiber price coupled with
increased labor costs and operating cost with an eye toward coming out with
new selling prices within the next week or ten days.

“Although not all carpets will be affected to the same degree,” he pointed
out, “all products which we make have been subject to increased costs and we
anticipate the price rise will be of a general nature, although varying in
amounts.”

The higher prices in nylon were confirmed Monday when Du Pont made its
announcement. It increased prices on all bulked continuous filament nylon carpet
yarns: Antron, cationic cross-dye yarn, three types of BCT styling yarns (light,
medium and dark) and also color-sealed solution-dyed black yarns.

The upswing of nylon yarn prices was triggered a week ago by American Enka,
Allied Chemical and Monsanto. When Du Pont made its move, carpet executive
could no longer play it cool, and had to reevaluate all existing price levels im-
mediately.

Paul Kamens, president, Imperial Carpet Mills, Inc., commented : “August has
been the best month we have had since we started in the business. And we look
forward to a very strong fall even with our across-the-board increases on all -
continuous filament nylon numbers.” Mr. Kamens did not give specific details.

I. V. Chandler, president, Patcraft Carpet Mills, said: “Our business for the
past 30 days has been the best we've had in the past 18 months. And I feel the
price increases on continuous filament nylon will make for a healthier market.
We're looking forward to an excellent fall.”
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J. P. Turner, president, carpet and rug division of West Point-Pepperell, says:
“We think the outlook for business is bright. We expect good business this fall
and feel this will be true for the industry. We are currently running at an ex-
cellent rate of production activity.”

Virgil Hampton, president of Cavalier Carpets, Inc., says “business has in-
creased phenomenally during the past six weeks, and I personally expect the
entire industry to enjoy the best fall in its history.”

Pete Lewis, vice-president of Atlantic Carpets, Inc., of Calhoun, Ga., says,
“We've been real happy all year with our advance order position and in the past
month we’ve started working overtime. Our current business is far ahead of last
year.” i

From Regent Mills, Inc. in Calhoun comes the report from Martin Greenwood,
vice-president, manufacturing that it is currently running “pretty good” and that
business for the fall looks real good. He says scatter and room-size rug business
has been good all year. Regent is also planning another expansion program.

Jim Hodge, president of Eagle Carpet Mills, Cartersville, Ga., says, “Our busi-
ness is very good. We're running about 30 per cent ahead of last month and our
projected fall shipping schedule looks even better.” Eagle Carpet Mills is cur-
rently doubling the size of its plant. |

Jim Jorges, president of Masters Carpet Corp., Chattanooga, Tenn., says his
firm’s business is up more than 30 percent over last year and that he has had a
nice pickup in orders during the past month.

“We have every reason to expect a phenomenal pickup in business by the first
of the month.”

J. O. Smith, vice-president of sales, E. T. Barwick Mills in Chamblee, said: “It
is apparent that with the increase there will be changes in prices and in pro-
grams. There is no question but that the industry will have to increase prices,
probably around Sept. 1.”

Speaking for Monarch, J. B. Quirk, vice-president of sales, echoed Mr. Smith’s
comment.

A. B. Edge, I1I, vice-president of manufacturing for the floor coverings division
of Callaway Mills at Lagrange, Ga., said: “We are also making a study of the
situation and hope to be able to increase our prices.”

Meantime, in Philadelphia, Hardwick & Magee’s sales manager, Norman Klein,
said: “Someone’s going to break, I'm sure, now that Du Pont has announced a 7
percent increase.

“I venture to say the industry increases will range anywhere from 6 to 9 per-
cent, depending on the type of carpet. I know we are going to be giving the situa-
tion a lot of hard study. There’s every justification for a price increase. With one
boost in the cost of manufacture after another, the situation has grown very
serious.” |

As previously noted, Bigelow-Sanford has indicated it expects to raise prices in
excess of 6 percent next month. ‘

(Nore.—Celanese, Wednesday, increased the price of nylon carpet yarn by
about 7 percent.)

[From the Journal of Commerce, Dec. 11, 1967]
NEARLY DOUBLE 1960 TorAr—CARPET INDUSTRY SEEN HITTING $2 BILLION MARK

There is no such thing as a flying carpet but the rug industry seems to have
taken off into the wild blue yonder, according to the U.P.I

Latest industry estimates indicate sales for 1967 will reach almost $2 billion,
nearly double those of 1960.

“In the last five years, the carpet industry has expanded at an average of
about 13 per cent a year, or at a growth rate of more than double that of the
gross national product,” Herbert Barg, president of Aldon Rug Mills, Inc., one
-of the nation’s largest makers of tufted broadloom carpets, said recently. “By
1970, retail sales are expected to top the $3 billion mark.”

WALL TO WALL

Mr. Barg said the industry has prospered because of the popularity of wall-
to-wall carpeting. He said about 40 per cent of the nation’s living rooms have
wall-to-wall carpets, compared to only 12 per cent in 1955.

New synthetic fibers have made it possible for carpet makers to reduce whole-
sale carpet prices substantially.
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And a rule by the Federal Housing Administration permitting the cost of
carpeting to be included in mortgage financing also has pushed carpet sales.

SYNTHETIC USE RISING

The carpet industry uses more than 800 million pounds of natural and man-
made fibers yearly. Synthetics now account for about 80 per cent of the total
while the old standbys—wool and cotton—account for only about 10 per cent.

Mr. Barg said commercial carpeting may open new markets.

“Within 10 years most of the nation’s supermarkets will have wall-to-wall
carpets and they will be found in schools, churches, convention halls and depart-
ment stores,” Mr. Berg said. “The supermarket field alone offers the carpet in-
dustry a potential $450 million market in the next 10 years.”

Manufacturers of weatherproof outdoor carpets also are accounting for the
boom in the rug industry.

[From the Floor Covering Weekly, Jan. 29, 1968]
NEwS I'ROM THE MARKETS

(By Benn Ollman)

ATLANTA—This market has plenty going for it: the weather is Spring-like
and retailers all through the southeast are racking up the strongest January
many of them can recall.

Coming off a very active last quarter of 67, dealers attending this show re-
flect confidence in the period ahead.

This confidence is enhanced by the expanded list of exhibitors here and space
after space laden with attractive, salesworthy merchandise. With the public
more carpet conscious than ever, it’s easy to perceive why the southeast’s dealers
are optimistic at this point.

According to Peyton Randolph, president of Vol T. Blacknall Co., one of the
area’s key distributors: “Buyers at this market are doing what buyers are sup-
posed to do—buy. It looks like a very strong first quarter is shaping up. Dealers
I have spoken to see the demand for consumer goods extending well into next
Summer. After that? YWe'll have to cross that bridge when we come to it.”

[From the Floor Covering Weekly, Feb. 5, 1968]
‘WALTER CARPET MILLS NEW TUFTING PLANT IS NEARING COMPLETION IN CALIFORNIA

Ciry oF INDUSTRY, CALIF.—What bids to be the newest, most modern, most up
to date, most efficient and most highly automated carpet tufting plant in America
is in the final stages of completion here by the newest carpet manufacturer in
the industry, namely Walter Carpet Mills.

FCW'’s editor was taken on a guided tour of this new facility during his visit
to the recent Los Angeles market. Our guide was Sol Moss, vice president and
general manager of Walter Carpet Mills and the man mostly responsible for the
overall planning of the physical layout and blueprinting of the big new plant.
IWe were accompanied on the tour by Fred Gemperle, executive vice president
of the company.

The plant will be a completely automated operation, and will have yarn mov-
ing in at one end of the building and coming out as finished carpet. Here, so far
as we can recall, are some of the details of the new Walter facility as given
to us by Mr. Moss: Because of the great efficiency accomplished in layout of the
plant, the 200,000 sq. ft. area will equal the floor capacity of a 300,000 sq. ft.
plant of lesser efficiency. Inventory storage will be in a vast area with a 34-ft.
clear high ceiling, equal to about a three-story high building with rolls stored
10 ft. high. Because of this height, special fork-lift trucks have been ordered.

About 7,000 rolls of carpet will be stored in the area. The company owns an
additional six acres of ground adjoining the plant for future expansion. The plant
will have 18 machines for custom fabrics in the custom tufting area, in addition
to three automatic pass machines.

All Departments throughout the plant will make use of a pneumatic tube sys-
tem for immediate transmission of communications. Continuous cascading water
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down both sides of two walls on the front exterior of the building will be a fea-
ture for decorative as well as for practical purposes in cooling water which goes
through the latex ovens. This use of cascading water will also take the place of
the need for a water tower. For further decorative effect, a fountain will shoot
water upwards from the cascading water and this whole view will be exposed to
employees in their dining room, wherel a tremendous window permits an unob-
structed view of the water and fountain.

Cost of equipment and machinery will run about $3 million, excluding the cost
of the bulldlng itself. About 12,500 sq. ft. is being devoted to a sample room,
which is being built on a high mezzanine directly over the shipping area.

Adjoining the sample room will be a computer room and also throughout this
mezzanine area a number of executive offices, conference rooms, a showroom,
and so on, all air-conditioned. Hot meals will be available to employees in an up-
stairs lunch-room through a battery of vending machines.

A combined conference and educational room will make use of projection
machines, screens and other equipment designed to make the room useful for
sales seminars and so on. Also high, upon the mezzanine, an observation platform
is being constructed for visitors as well as civic and social groups on planned
tours, with telescopes on the observation deck so that visitors may use them to
get close-ups of some of the various manufacturm operations going on through-
out the plant.

Movement of certain types of eqmpmenﬂ: will be made via use of in-floor con-
veyors, employing cables very similar to those used by the San Francisco cable
cars. A 160-ft. single pass drying oven, with a total running length of over 300 ft.
for the drying process, will be used not so much to provide heat as to give the
fabric ample drying time.

No part of the plant will use less than 75 ft. candlelight power and no natural
light will be employed because the plant will operate around the clock and, accord-
ing to Mr. Moss: “We want goods looking the same at 2 p.m. as 2 a.m.”

Along the executive suite offices “in use” lights will be used on all doors to
indicate that an important conference is in session or, in other words, “Do Not
Disturb.” Other areas on the mezzanine will be devoted to an important contract
office, a spacious showroom for sales ntramm,_, groups and designers’ offices.

Initial production is expected to get under way by March 15. Everything in the
plant will be color-keyed, even including long carts for the movement of carpet
rolls. Each cart will handle from six to 15 rolls at a time, depending on weight.
Rolls will be made from 600 to 1,500 ft. long, which will be folded into the carts
for movement into other areas. The shipping area will accommodate 12 trucks
and there are two railroad sidings alongside the plant.

The tufting room will be fully enclosed and temperature and humidity con-
trolled at all times for pre-conditioning of the yarn. Some tufting machines will
be employed initially. The sealed tufting room is being created to maintain steady
consistency of humidity and yarn on creels will be kept in the room two days to
pick up the temperature and humidity levels of the room before being put to use.
The objective here is to get better pattern definition and less streaking. Trucks
will move into and out of the tufting area through rubber doors which contain
some kind of transparent plastic. Trucks will simply push right through the
doors. Yarn on creels will be some 10 ft. from the floor and about two stories
high in the air. “This whole system of temperature and humidity control in a
carefully sealed room is a very unusual technique in the carpet industry,” says
Mr. Moss. All tufters will be 15 ft. wide.

About 300 to 350 people will be employed and many of them will be transferred
from Walters’ old plant.

All lighting throughout the entire plant is color corrected. A substantial
amount of greige goods will be kept in the storage area and tufted goods will be
stored in cantilever racks four high and will be conveyed to and from the racks
by overhead bridge cranes, very much like those used in a steel plant. This crane

©will carry containers holding anywhere from six to 15 rolls of goods. About
3,500 rolls in greige goods will be kept in the storage area.

Even the color of the walls throughout the plant has been carefully selected
for morale and decorative purposes, but more so to offer as little conflict as possi-
ble with the continuous exposure of colors in the processes of production of
carpet by workers. The color : grey.

Fourteen dye becks will be totally enclosed to insure even water temperature
for the purpose of minimizing side match problems. The first four becks will be
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automatically programmed or, to be more specific, each will go through cycles
somewhat similar to a home washing machine. This automatic programming
will be supervised by remote control in an overhead laboratory with huge plate-
glass windows in a high mezzanine area, which will look right down on the main
floor dye becks.

Mr. Moss is of the belief that no manufacturer is the carpet industry today has
a system of automatic programming in the dyeing operation. This area also
utilizes automatic conveyors in the floor a 1a the San Francisco cable cars.

Immediately adjoining the dyeing operation is a large area for a printing
operation.

A water storage area will hold 400,000 gallons of water, since the plant
requires at least 800 to 900 gallons of water a minute in its operation.

Near the six acres of adjacent ground, the company expects to erect an addi-
tional building in the next three months. The company will process its own
latex. Somewhat unusual is the use of screens far up near the ceiling to maintain
zone temperature.

Exerything in the plant has been created and designed, including all working
areas, with an eye toward attracting the best people obtainable,” says Mr.
Gemperle. '

An interesting note is the fact that someone came up with the idea that it
would be simpler and quicker and more practicable to use a helicopter to locate
the air-conditioning units on the roof of the building rather than a crane. The
plant will make use of two maintenance departments for different areas of
operations and is installing two 1,750 H.P. boilers. Mr. Gemperle is of the opinion
that the western area alone will absorb the plant’s entire capacity and he
ventures a figure of around $35 million as the company’s immediate sales goal,
once the plant is in full swing. He further indicated that it might be somewhat
illogical to attempt to compete for business in the east, freight charges being
what they are, and hinted that it might become necessary for Walters to build a
new plant somewhere closer to the east if the company intends to invade the
eastern market.

These are some of the brief, and what must be somewhat vague, highlights of
this newest of carpet mills and its impressiveness can only register upon a person
by seeing it. Whether it’s Sol Moss, or Fred Gemperle, or president Stanley
Sinton, they are all so justifiably proud and enthused over this new facility that
any one of them is only too happy to take you on a guided tour almost at the
drop of a hat. But the man who can intrigue you with the actual descriptions of
what goes where and the reasons for why this is here and why that there is
Sol Moss.

[From the Floor Covering Weekly, Apr. 1, 1968]
MAND COMPLETES PLANT EXPANSION

Los ANGELES, CALTF.—Mand Carpet Mills has just completed a 120,000 sq. ft.
expansion, it was announced by president Emery (Mac) Mand.

“While the expansion project was at its peak late in 1967 the dramatic increase
in Royalweve sales nationwide actually forced production on existing equipment
to over 1009 of capacity,” Mand stated.

“Qur increased capacity has come just in time because the success of our new
fabric introductions at winter markets, especially our new multi-colored shags
Painted Desert and Samoa, have resulted in orders far beyond even our most
optimistic expectations.”

In detail, Mand said, the mill’s expansion consists of these major items:

Buildings—two new warehouses, dye house, sample department.

Modifications—four tufting machines have been rebuilt. Cut-order equipment
has been modified to make the process more automatic and speedier, especially
in handling and wrapping larger rolls resulting from increased production of
heavy shag plush qualities. .

New equipment—three new tufting machines have been installed, (and a third
shift activated) which have brought production volume up to demand. Two new
dye becks have been installed in the expanded dye house. In addition, various
pieces of equipment have been added to materials handling, sample department
and back-sizing facilities to increase volume and quality. Also, the Royalweve
highway-hauler fleet of semi’s began service nationwide-, transporting Mand
Carpet Millg’ fabrics to the company’s warehouses in Chicago, New York and

Dallas.
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Already ordered or in process of actual installation are more tufting machines,
a new vacuum extractor to speed-up drying, and improved area-rug equinment.

“This huge expansion program is our statement of faith in our judgment of
what the consumer wants in floor-covering fabrics, outstanding California
styling, unique colorations and textures, and obvious quality and value. We
have been creating such fabrics. The consumers of America are responding. The
growth of Mand Carpet Mills is the result.”

[From the Floor Covering Weekly, Apr. 8, 1968]
WesT POoINT STARTS MAJOR EXPANSION FOR CARPET DIVISION

WEeST PoinT, GA., March 28.—A major expansion program designed to double
capacity by 1973 was announced today for the Carpet & Rug Division of West-
Point Pepperell by Jack P. Turner Jr., Dalton, Ga., division president.

Initial phases of the program, representing an investment of $2,100,000 at the
company’s Springdale Plant in Dalton, will include: major building additions
of 144,000 sq. ft., an enlarged carpet dye house with fully automated equipment,
an expanded product development department and the addition of broadloom

carpet printing equipment.

“These carpet prmtmg facilities will provide great flexibility in color and
design, giving us maximum ability to respond to market needs,” Turner pointed
out.

Work on all projects will begin 1mmed1ately.

[From the Floor Covering Weekly, Apr. 22, 1968]
BarwIick REPORTS RECORD SALES oF $135 MILLION

ATLANTA, GA., April 11.—E. T. Barwick Mills Inc. will achieve record sales of
approximately $135 million in the fiscal year ending April 30, 1968, it was an-
nounced today by Eugene T. Barwick, president and founder of the company
bearing his name. (The sales figure includes Monarch Carpet Mills volume as
well.)

Mr. Barwick also estimated that the company would reach $164 million in
sales in the upcoming year, an increase of some 209% in volume.

The sales projections were made public here today on the occasion of the
premiere of “Spring Into Action,” Barwick’s latest and most elaborate presenta-
tion of carpet merchandising and display ideas in the grand ballroom of the
Regency Hyatt House here.

The carpet extravaganza, accompanied by a reception and dinner was staged
by Barwick for Southeastern dealers and members of the press this evening. For
the event, the company completely carpeted the huge 13,000 sq. ft. ballroom of the
Regency Hyatt House, and created room setting vignettes and displays—all for
the purpose of impressing retailers with the full scope of the Barwick product
line.

Followmg its Atlanta debut, “Spung Into Action” will be staged similarly for
dealers in @ number of other major regional market areas across the nation in
the next six months. The “road show” is typical of the imaginative marketing
techniques which have helped spark the growth of Barwick Mills, the pacesetter
of the nation’s tufted carpet industry and the biggest company in the business.

The company has 3,300 employees and produces over 40 million 5q. yds. of

carpet yearly in six American plants (four of them in Georgia) and in England
and Holland.

In 1950, Barwick Mills grossed $2. 5 million, a figure which doubled a year later,
reached $14 million by 1953, and has since grown at an average annual rate of
about 25% to reach the $135 million mark in the year now ending.

[From the Floor Covering Weekly, Apr. 29, 1968]
MAsLAND REPORTS SHARP GAINS IN 18T QUARTER SALES AND IARNINGS

CARLISLE, PA., April 23.—C. H. Masland & Sons had sharp gains both in sales
and profits for the first quarter of 1968 compared with a year ago, it was reported
today by F. B. “Mike” Masland ITI, president.
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First quarter 1968 sales amounted to $18,658,925 compared with $10,371,877
for the comparable quarter in 1967, an increase of 32%. Net profits for the first
quarter of 1968 came to $257,416, equal to 23¢ a common share compared with
$17,076 or 1¢ a share in the like quarter in 1967.

Mr. Masland said that 1968 earnings were effected to the extent of 10¢ a share
in non-recurring start-up costs involved in the company’s new tufting plant in
Atmore, Ala.

The regular quarterly dividend of 10¢ per share was declared payable June 7 to
stockholders of record May 24.

MouAasco REPORTS SHARP FIRST QUARTER GAINS IN SALES AND EARNINGS

NEW YOrRK Crty. April 80.—Mohasco Industries Ine. today reported to share-
owners at the company’s annual meeting that net sales in the first quarter
totaled $47,697,889 compared to the $43,409,811 reported in the same period
in 1967, an increase of 10%. Net earnings were $1,897,369 or 49¢ per share after
allowing for preferred dividends versus the $725,200 or 18¢ per share in the
1967 quarter.

President Herbert L. Shuttleworth II commented that both carpet and furni-
ture were in strong demand and the company’s operations were at favorable
levels, making possible these important gains in both sales and earnings over
the similar 1967 period. Mr. Shuttleworth pointed out that the operations in
the first quarter confirmed the favorable outlook projected in the recent annual
report to shareowners and stated, “We continue to feel that, barring a serious
downturn in the economy, our operations for the full year 1968 will record a
worthwhile improvement over the prior year.”

Mr. Shuttleworth told the stockholders that 1967 was the fourth successive
year that the company’s carpet divisions used more acrylic fibers than wool
He said that the tufting process continued its growth in the carpet industry
last year and reached an all-time high of 90% of the industry’s total output
and accounting for 80% of the industry’s dollar volume. He pointed out that
the average square yard price of carpet continued its recline—a steady progress
of decline since 1952—hitting a new low of $3.59 in 1967 against $5.78 in 1952.

“T think the fact that this industry has been able to give a better product
to the consumer at continually declining prices so many years is an outstand-
ing example of our industry’s performance pattern when compared with other
industries in their economic battle and their increasing prices,” Mr. Shuttle-
worth commented.

Mr. Shuttleworth stated that Mohasco would further expand tufting facilities
at its Laurens Park Mill in Dublin, Ga., this year.

Stockholders voted approval of an executive incentive plan and a stock
option plan.

[From the Floor Covering Weekly, May 6, 1968]
OzITE'S KIMMEL SEES CONTINUED INCREASES IN SALES, EARNINGS

CHIcAGO, ILL., April 25.—Ozite Corp. expects first quarter net to rise about
20% on approximately a 17% sales increase, and projects a 409 rise in both
categories for the full year, shareholders were told today.

Speaking at the annual meeting here, Richard Kimmel, president, also revealed
a new multicolored, outdoor/indoor carpet. Made of the same polypropylene
needlebonded textile with which Ozite pioneered the outdoor/indoor market
four years ago, the floor covering offers a rich floral combining three separate
colors, he said.

The development follows an Ozite breakthrough, announced in January, in
which the company revealed its Fiesta line of patterned outdoor/indoor carpet
with a single-color design overlaid on solid color background. Until then, poly-
propylene carpets, because of their non-absorbency and resistance to stain, could
not have patterns applied without “burning in” the design.

“Through further refnement of our screened printing process,” Kimmel said,
“we can now offer for the first time the type of colorful designs available only
in expensive woven carpets, combined with outdoor durability and an economical
price.” The new line, called the Fiesta “Garden” series, has a suggested retail
price of $5.50 per sq. yd. Shipments will begin soon, Kimmel said.
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At the meeting, shareholders voted to increase the company’s authorized com-
mon shares from 2 million to 5 million.

Although first quarter results are not yet final, Kimmel said, indications are
that sales for the period ended March 31 rose to a record total of approx-
imately $12.5 million from $10.8 million for last year’s quarter, a gain of about
179. Net income, he said, is estimated at a record of more than $520,000, up
approximately 20% from $435,647 last year, not including results of Foremost
Processing Co., acquired late in 1967.

Kimmel said that current trends indicate a total 1968 performance increase
of 40%, in both volume and earnings. He based the belief on the broadening
market acceptance of Ozite’s new needlebond carpets—representing about two-
fifths of total current volume—and on rapid increases in capacity through the
firm’s $5.5 million facilities expansion program now underway.

In 1967, Ozite had reported sales of $51,674,000—up 53% from the prior year—
and net of $2,467,000 or $1.62 per share, up 21%.

Looking beyond year end, Kimmel pointed out that the needlebond process, a
major change in carpet construction developed by Ozite in 1963, presently accounts
for only 3% % of the more than $1.8 billion volume of hard and soft floor coverings
in the U.S. With continued acceptance in both commercial and residential mar-
kets, he said, the needlebond share of the field could well rise to 20% of the total
within the next five years.

INTRODUCES ‘GARDEN’

CHuIcAGO, IL—Ozite has announced the introduction of its first multi-color
carpet suitable for outside use. A new development in dyes and techniques by
Ozite now allows them to market an outdoor carpet that blends several colors in
a gay floral pattern.

Called “Garden,” each carpet in the line has three colors and is manufactured
using an exclusive silk screening process developed by Ozite, “Garden’ represents
a major breakthrough in the area of outdoor carpet, says the company.

“Garden” is an addition to Ozite’s “Fiesta” line of outdoor patterned carpets in-
troduced last January. It is being introduced in two color combinations. One has an
avocado background with rust and charcoal green. The other comes in two tones
of rust plus avocado.

The synthetic Vectra fibers used 1n the “Garden” Fiesta carpet are not only
among the strongest but also the most soil and stain resistant yet developed by
modern science, says Ozite. The fiber is unaffected by moisture, direct sunlight,
and mildew; it will not rot or shrink. Moreover, it is nonallergenic and virtually
nonstatic. Qutdoors it may be laid loose, semi-permanently with double faced tape
or permanently with Ozite AP-400 waterproof adhesive.

Maintenance is simple; the calpet may be hosed down or scrubbed when used
outside.

It is also an ideal floor covering for indoor areas, “Garden” offers new design
possibilities for kitchens, bathrooms, dining rooms, hallways, bedrooms, dens,
even utility areas and basements.

Indoors, the carpets may be installed loose, with double faced tape, the conven-
tional tackless strip method over carpet cushion, or permanently laid with Ozite
AP-400 adhesive. Maintenance consists of routine vacuuming, prompt attention to
spills as they occur and periodic overall cleaning as required.

It may be cut with scissors, a razor or sharp knife, making it easy to install
wall-to-wall in any room or shape it to cover irregularly-designed patios. It
requires no binding, lies flat and will not curl.

The carpet is also recommended for commercial installations including res-
taurants, motels, hotels, schools, theaters, supermarkets, and industrial
applications. i

Available in 12-ft. widths, the suggested retail price of the carpet is $5.50 per
sq. yd.

[From the Floor Cofvering Weekly, June 10, 19681

MARKET LOADED WITH NEW OFFERINGS BUT ADVANCE INFORMATION IS MEAGER

TFrom what we understand the Chicago market—which opens next Sunday and
is then followed by New York, Dallas, Seattle, Atlanta, Los Angeles and finally
San Francisco, which takes us into the third week of July—is going to be loaded
with new introductions by manufacturers.
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But, just as happened a year ago, up to the moment of going to press with this
pre-market issue of FCW, the supply of information from manufacturers is quite
meager, to say the least.

When we ask “Why ?” the usual answer is that most mills don’t know until the
last minute exactly WHICH new fabrics they actually want to introduce or are
READY to introduce, at the Chicago market, and thus cannot provide us with
any concrete information in time to make our issue a week before the market.

Retailers attending the markets can be certain of one thing: when a salesman
shows them something new, his sales pitch will quickly identify the fiber, and
like it or not, fiber is the name of the carpet game today and probably will be for
a long time to come. Retailers won’t have to ask “What's it made of ?” That will
come almost automatically.

Did we hear that there’s a “move” afoot by manufacturers to stop using the
widely advertised and promoted trade names of fiber producers on the labels of
their carpet and replace same with their own, such as “Barwick approved acrylic”
or “Bigelow approved nylon” and so on? Yes, we did, in several quarters. Is this
a good idea ? Perhaps not. Fiber producers have a tremendous stake in the carpet
industry and taken together with their own advertising had coupled with co-op
advertising allowances to manufacturers as well as retailers, they still outspend
carpet manufacturers for advertising by some pretty tremendous odds and prob-
ably do more to make America carpet conscious than anything carpet manufac-
turers ever did on their own.

These are simple basic truths and some of this malarkey about giving the carpet
industry back to carpet manufacturers is plain cockeyed nonsense. Sure, tufting
was greatly responsible for seeing the carpet industry zoom to record-breaking
heights both in production and sales, but it was the fiber producers who did
practically the total job in telling Mr. and Mrs. America that there WAS such
a thing as tufted carpet, regardless of whose fiber that carpet happened to be
made of.

Let’s face it: when in the memory of the oldest oldtimer in the carpet business
did anyone ever see the Wool people advertise wool carpet? And it so happens
that the wool people will be around at the Summer markets making some noise
about all the new fabrics that will be shown made of Wool.

Funny thought: are there any manufacturers around who are going to use
their own label saying *. . . approved WOOL”?

Item: at this stage of the game there is hardly a manufacturer left who hasn’t
gone into the so-called indoor-outdoor business with a carpet or carpets that
supposedly can “take it” when it comes to rain and snow and hail and soot and
dirt and everything else you have to contend with outdoors. The fact is that even
some manufacturers who labeled indoor-outdoor carpet as little more than a
“gimmick” had to move in to this business once they began being “impressed”’
with sales figures. Be that as it may, it could be that this indoor-outdoor or
inside-outside carpet IS a gimmick because when it comes to the outdoors, an
awful fraction of all this carpet actually DOES go outdoors, which only goes
to prove something, and that something is that such a thing as carpet doesn’t
have the “guts” to stand up with any degree of longevity in fighting the elements.

Item: Kitchen carpets. Is there a manufacturer in the house who hasn’t gotten
on this bandwagon? No question about it but Jim Marcus and his Viking Carpets
really got something started in THIS department. But what with all the compe-
tition Viking has created for itself, it continues to get the fattest slice of this
kitchen business—or what there IS of it—if only by virtue of its hard-hitting
and consistent program of advertising, merchandising and promotion. As yet
no other manufacturer of kitchen carpet has come close in matching Viking in
these departments. But the tough baby in this kitchen carpet business is Mrs.
Housewife, most of whom will look at you like a nut when you mention putting
carpet in her kitchen. This is one area where the lady really has to be given
a high-pressure sales pitch. The soft-sell just won’t do it in convineing Mrs.
Housewife that carpet belongs in her kitchen.

Item: Contract carpet. Best labeled as commercial carpet. What is it? ANY
carpet sold and installed for other than residential use. Just as simple as that.
Many commercial jobs call for carpet specifications. An expert in commercial
carpet—Sid Schwartz of Trend Mills—recently gave out with some pretty strong
language—and a virtual condemnation—of the whole area of commercial car-
peting so far as specifications are concerned. But that belongs in the technical
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section and we are more concerned with the present and future POTENTIAL
of commercial carpet. We don’t need the so-called experts in this industry to tell
US about the future of carpet for commercial use. The industry hasn’t seratched
the surface in covering floors with commercial carpet and here is where the in-
dustry can look ahead to years of fruitful business.

Add to the above the carpet that is going to be needed when the nation begins
catching up with the demand for new housing, for multiple apartments, for
replacement of worn-out carpet, and you can readily see why the hard surface
boys have all come into the carpet business and why so many giant outfits have
bought into the carpet industry. All told it continues to look like a boom and
growth industry for some years to come.

Hold it, now. Don’t go away. There’s more. Carson’s president Virgil Martin
made quite an observation at the recent convention of the Tufted Carpet and
Rug Institute in the Babhamas. He said that if it ever comes to reality that the
nation can do something in the way of better housing and better living condi-
tions for the millions of people who live in sub-standard housing, the carpet
industry with ALL of its fantastic productive capacity would scarcely be able
to grind out enough of its products to fill the nation’s needs.

So now that you've seen everything through rose-colored glasses, what are
some of the negatives facing the industry, fiber producers, carpet manufacturers,
wholesalers, retailers? ;

Now, now, don’t crowd Genett. He doesn’t like to be pushed. But we do every-
thing right, so let’s take them one at a time.

THE INDUSTRY

As a whole, the negatives are not too serious, not too disturbing. The world
situation still continues to be a muddled, mixed-up, messy case. You read it all
in your daily papers, hear the news on your radio, see it on your TV. The world
can blow up in 24 hours. If it ever does, the industry won’t have a thing to worry
about.

TFIBER PRODUCERS

They’re going to bring out MORE fibers, better fibers and no one knows what
their R&D (that stands for Research and Development) people might discover
24 hours after this is written as they fool around with their ions and molecules
and nodes and structural hydromagicalicoluses. Who expected Allied Chemical
to suddenly hit the industry with SOURCE? You just can’t tell what might
come tomorrow.

CARPET MANUFACTURERS

Despite the fact that there’s more of them than ever before, they never had
it so good. Just go and try to buy a carpet mill in “distress.” Nobody’s “dis-
tressed.” Every mill is making money, big and small alike, and the best answer
is this: if you can’t make money in this day and age, in this prosperous and
aflluent society, when people want the good things of life—including carpet—
then WHEN are you going to make it? So we see more and more of our friends
in the industry starting up with new carpet plants although here and there
some of them just ‘“don’t make it” when they discover they might have been
great sales executives but lousy businessmen.

WHOLESALERS

Off and on you've heard talk that the day of the wholesaler is over. Like high
button shoes and the horse and carriage, they were going to become extinct.
‘Wholesaler after wholesaler across the nation has built bigger, finer, better
and more modern warehouse complexes than at any time in the history of the
industry. And if anything, wholesalers have become even MORE important in
the marketing complex, as witness time and again where manufacturer after
manufacturer has come up with “special” lines created just for the distributor,
especially the distributor who hag dropped ALL key resources to go in for his
own private label lines. This, of course, does kind of remove the right for a dis-
tributor to CALL himself a distributor when he no longer works under a manu-
facturer-distributor relationship as we know it. Be that as it may, the distribu-
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tor’s role has assumed a much more meaningful posture in today’s fast-paced
carpet industry and the truth is that good, sound, aggressive distributors are not
easy to come by, and are ardently wooed by many manufacturers seeking to
expand their markets. .

RETATLERS

Their future seems to be paved with gold. The retail business is so good
that for the past 10 years it has attracted fast-moving, fast-talking, unserupu-
lous, unsavory characters of all kinds preying on gullible suckers looking for
bargaing in carpet. Only an industry where sales come fast, quick, easy and
profitable do these characters move in, and move in they did in the carpet
business. However, the kind and amount of business they get you can stick in
your right eye. We only point to these scoundrels to prove that the retail busi-
ness in carpet is good and it will continue to be good, and get better in spite
of inflation, the high cost of living, taxes and what not. People want carpet
and they’re going to buy it when they want it. WHAT they buy is up to the
salesmen on America’s retail selling floor. It is they who will call the shots
and sell what they want to sell and that’s a basic truth that fiber producers
and carpet manufacturers had better learn and learn soon. All their fancy and
beautiful advertising won’t do a thing in selling any specific product. It will
do a magnificent job in making people more aware of carpet and what it means.
But it’s the salesmen on the retail selling floor who will swing the customer
over to the carpet that he wants to sell and push, or what his boss wants him
to push.

Now what about the new things that manufacturers are bringing out at these
Summer markets? Like we said in our opening paragraph, we have it that
there will be lots to look at but unfortunately as this issue of FCW goes to
press there is very little we can tell you in advance.

Mohawk’s information comes to us by way of its advertising in which it
says that in introducing 17 new grades in plushes, twists, random shears and
contract qualities in Antrons (with copper wire) and wools (with Brunsmet)
and Source (Allied Chemical’s newly introduced bi-constituent fibers).

Philadelphia Carpet lets us know that it has three new offerings which are
described elsewhere in this issue.

Masland will be in the market with at least six new fabrics, also described
in this issue and World Carpets gives us information on three new introductions.

Likewise, Monarch and Barwick simply announce that they will have quite
a few new things for dealers to look at, but no specific details are forthcoming.

ArarsTRONG CoRK Co. (H. & B. CarPET MILLS)

The B. & B. Carpet Company has sustained over six years of rapid growth,
asg set forth in the chart below, from less than $4,000,000 in sales in fiscal 1961
to almost $24,000,000 in sales in fiscal 1966.

Year Net sales Net earnings

Note: The growth continued into 1967, when the company was acquired by the Armstrong Cork Co. (Armstrong Cork
Co. annual report 1967).

Source: From E. & B. Carpet Mills, Inc., annual report 1966.
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BIGELOW-SANFORD, INC.

From 1962 through 1966 the Bigelow-Sanford Company has shown dramatic
increases in net sales and net earnings, as set forth in the Table below :

[In millions of dollars]

1962 1963 1964 1965 1966

Netsales. . e 78.54 87.60 88.38 96.26 102.62
Net earnings_ e 2,42 3,01 3.78 4,52 5.08

Note: From 1965 to 1966, alone, the company showed a 6.6 percent increase in net sales (1966 annual report).
Source: From Bigelow-Sanford, Inc., annual report 1966.

CORONET INDUSTRIES

Year : Net sales Net earnings
...... 3 . 8,933,300 311,376
...... CoITIITIIIIIIIIITIIIIIITTITTT 11,805, 834 600, 439
..... 18, 365, 561 1,222,499

‘ 48,516,649 3,246,228
52, 859, 975 3,344,752

Source: From Coronet Industries, Inc., annual report 1967.

DAN River M1LLs (DAN RIVER CARPET, WUNDA-WEAVE)

The Carpet Division of Dan River Mills, the largest part of which is the
recently acquired Wunda-Weave Company, has shown and is expected to show
significant growth. In 1964 Wunda-Weave’s sales were $13,000,000. In 1965 the
Carpet Division of Dan River sales were 17.5 million and the 1966 sales were
projected in March of 1966 to be $23,000,000. (Goldman, Sachs & Co. Report,
March 3, 1966) As the report went on to say: “[The acqmsntlon of Wunda-
Weave] put Dan River into tufted carpeting, the fastest-growing area in
textiles.” (Ibid.)

In a 1965 report by Mitchell, Hutchins & Co. the following statement on Dan
River Carpets was made:

“Acquisition of Kingston Mills and Wunda-Weave within the past 15 months
has given the Company a $17 million tufted carpet operation in the current year.
We expect this Division’s volume to reach $20 mililon next year and become a
growing percentage of total sales and profits over the longer term.” (Mitchell,
Hutchins & Co. Report, Dec. 1965)

Referring to the acquisition of Wunda-Weave, one analyst stated that:

“The above average growth expected for the carpet and rug industry certainly
creates a favorable environment.” (L. F Rothschild & Co., Internal Memorandum,
July 30, 1965, p. 6)

‘WorLp CARPETS, INC.

This Company is the outgrowth of a business started in 1953 by Shaheen
Shaheen, its President and chief executive officer, with $80,000 in capital. The
Company’s present assets are almost $12,000,000, with 1965 sales of $25,000,000,
1966 sales of $30,00,000 and 1967 sales of $35,000,000. Sales volume has rapidly
expanded and operations are profitable. Business has been so good that an ex-
pansion of assets has been accomplished primarily with funds generated
internally.

In February 1968 the Company announced the start of construction of & new
manufacturing plant to be completed by June 1968. Again, financing repontedly
will be handled internally. In March 1968 the Company announced that it is
currently constructing a new warehouse in Chicago.
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(The following supplemental statement was received by the
committee:) :

ADDITIONAL STATEMENT OF THE FLOOR COVERING GROUP OF THE
AMERICAN IMPORTERS ASSOCIATION

The recent testimony of the Floor Covering Group of the American Importers
Association dealt only with the reasons why quotas should not be imposed on
foreign rugs and carpets. Included within the Floor Covering Group, however,
are the principal United States importers of tubular braided rugs. H.R. 6959
proposes to increase almost threefold the U.S. tariff on these rugs. We are opposed
to this bill and would therefore like to offer a short summary of our reasons for
believing that this tariff increase would not serve the national interest.

The purpose of H.R. 6959 is to change the tariff schedules so as to classify
tubular rugs in the same category as.true braided rugs in the Tariff Schedules
of the United States. The effect of this reclassification would be to increase the
tariff from approximately 15 percent ad valorem to 42.5 percent ad valorem.
There is no technical or practical reason for such a change. Tubular braided
rugs are entirely different in construction and market price from true braided
rugs. True braided rugs are made by braiding strips of fabrics and sewing the
resultant braid into an oval shape.

Tubular braided rugs are made by an entirely different process: a machine
wraps multicolored threads around shredded fiber material and thus produces
a long tube with a core of fiber material and a covering of threads. This tube
is then sewn into an oval shape to produce the finished rug. This process does
not involve braiding and thus the tubular braided rugs have quite properly been
held by the U.S. customs courts as distinct from the true braided rugs for
tariff classification purposes. The only thing the two types of rugs have in
common is their oval shape.

True braided rugs normally sell at a price ranging from $150 to $200 for a
rug of approximately 9 feet by 12 feet. A tubular braided rug of the same size
commonly sells for $30 to $70. It is obvious that there is no possibility of sig-
nificant competition between these two types of rugs and that customers pre-
ferring one of them will do so for reasons which wili not lead them to consider
the other as an alternative.

For these reasons, the U.S. manufacturers of true braided rugs will not benefit
from an increase in the tariff on tubular braided rugs.

To the extent that support for H.R. 6959 comes from U.S. manufacturers of
tubular braided rugs, we believe that the proposal also lacks any sound justi-
fication. Our belief is based on the following reasons:

1. On a production cost basis, no reason exists which would prevent domestic
manufacturers of tubular braided rugs from competing effectively with their
foreign counterparts. Although direct labor costs are somewhat lower abroad,
the labor component in the manufacture of tubular braids is not substantial.
Any cost saving resulting from wage payments are more than offset by other
charges incurred in bringing these rugs to the American market. For example,
foreign producers and domestic importers must add to their direct production
costs the following charges:

Indirect labor costs resulting from high fringe benefits and retirement
payments;

Ocean freight payments amounting to between 15 and 30 percent of pro-
duction costs and marine insurance costs which add several more percentage
points to production costs ; and

The current United States tariff rate.

When these additional expenses are coupled with basic manufacturing charges,
all foreign cost savings have more than vanished. In fact, with these additional
costs, foreign tubular braided rugs are able to compete with domestic goods
only because of superior purchasing and designing methods, and because of a
willingness by foreign manufacturers and importers to accept a reduced profit
ratio on each sale.

2. Thus, it is clear that on a production cost basis, the granting of new
benefits to domestic braided rug manufacturers through a tariff increase is not
justifiable. New import restrictions will only enable those domestic producers
of tubular braided rugs who have failed to modernize their production facilities
to maintain a share of the rug market. In this guise, the tariff increase serves
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as a bonus to inefficient manufacturers—a result which is not consistent with
our traditional economic concepts regarding the survival in the market place
of efficient manufacturers. ;

On the other hand, those domestic manufacturers who are efficient and who
have kept pace with technological developments are not at a cost disadvantage.
They therefore do not need a tariff increase to maintain their share of the
domestic market. !

3. An increase in the tariff will work to the detriment of both American con-
sumers and retailers. The most significant group to suffer will be low-income
consumers who now constitute the major purchasers of these rugs. If higher
tariffs are imposed, the retail price of tubular braided rugs will rise sharply.
The inevitable effect will be to squeeze low-income consumers out of the buying
market because as the Tariff Commission recently found in its comprehensive
survey of the ‘textile and apparel industries “cost is a major consideration” for
these “lower income groups.”?*

The second group to suffer from this contraction in the buying market will
be those retailers who specialize in low-cost rugs and those importers who have
developed the tubular braided rug market. The market which they succeeded
in creating will have shrunk drastically under the pressure of stringent new
import restrictions whose justification is sorely lacking.

4. Added to the domestic detriment that will result from new import re-
strictions is the harm that will accrue to foreign producers who make virtually
all of their tubular braided rugs for export to the United States. For example,
in Japan—the largest exporter of tubular braids—approximately 20 times as
many persons are directly supported by the tubular braided rug industry as in
the United States. As a result, the ratio of jobs relating to the production of
tubular braided rugs to population is over 30 times as great in Japan as it is
in the United States. If tariffs on tubular braids increase, the inevitable result
will be an increase in rug prices, a constriction of the American buying market,
and a loss of hundreds of jobs in Japan and other foreign countries. In short,
a tariff increase will only exacerbate the present problems of foreign tubular
braided rug manufacturers, whose exports to the United States declined sig-
nificantly during 1967—dropping by some 26.8 percent.

5. Finally, the proposal for a threefold increase in the tariff on tubular rugs
is obviously contrary to the entire U.S. position on foreign trade and the strenu-
ous efforts made in recent years to expand foreign markets by reciprocal tariff
reduction. At a time when foreign trade policy is the subject of such broad dis-
cussion as at present, there is obviously no need for us to elaborate on the
disruption of U.S. foreign trade tthat would result from this tariff increase. Tubu-
lar braided rugs—Ilittle known in the vast and prosperous U.S. economy except
among low-income families and the stores who serve them—are extremely im-
portant to the economies of the countries from which they are imported. These
countries are important U.S. trading partners and political allies, and the United
States constitutes by far their principal market for these articles.

The burden is clearly upon the supporters of H.R. 6959 to demonstrate clearly
and conclusively strong public interests (as distinguished from their own self
interests) which justify sacrificing the important national interests described
above. No such ground have been shown to date and we believe any careful
investigation will show that they do not exist.

Sincerely,

Mr. Burke. Thank you.

Mr. Conapre. That is a very interesting statement, sir.

Of course, this technology that you mentioned will be transferred
abroad eventually.

CrArLEs 1. RosTov.

1U.S. Tariff Commission, Textiles and Apparel 10 (1968). It would appear that the
Braided Rug Manufacturers Association of the United States has little concern for the
plight of the low-income consumer. As its executive director recently stated before the
Senate Finance Committee :

“Another justification for increased imports is the lower prices they provide consumers.
Consumers, being the beneficiaries of our economic system, are not entitled to bargaing
at itggexpl%nes;).” Hearing before the Senate Committee on Finance, 90th Cong., first
sess. 696 ( .
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I take it that labor is such an insignificant factor in the tufting
process that you still feel that acquisition of the technology abroad
will not constitute any threat to the American market. Is that correct ?

Mr. Herzstrrn. That is precisely right.

In fact, this is already beginning to happen. There is tufting begin-
ning in Germany, now, very frequently being started by some of the
American companies, or licensees.

Mr, Conasre. You didn’t say much about exports. Is carpeting
exported substantially?

Mr. HerzsteIN. There are some exports, but I wouldn’t character-
ize them as substantial, compared with domestic production.

I think the reason for this is that the shipping costs on carpet are
rather high, and as tufting has come in in this country, the foreign
companies who used to supply woven carpets to this country have
concentrated more on their home markets and tended to take care of
them, so that there wasn’t too much of an export market.

That took care of things for a few years. Now tufting has begun
to come into the foreign markets, also, and I think that the economies
of it will be such that one will tend to find tufted carpets produced
locally, and not shipped great distances.

Mr. Conapre. This industry that you are representing here today
is not concerned about retaliations in the event of some restrictive
legislation affecting other parts of the imports?

Mr. HrrzstrIN. Since I am representing importers, I think that
they are not themselves directly concerned about retaliation by other
countries against U.S. exports.

I think that is true in terms of each individual’s business. They
are generally men devoted to trade. They have earned their livings
on trade, and I think generally it can be said that they believe that
the future lies in the direction of liberal trade.

But I wouldn’t say that any one of them would be directly affected
by retaliation.

Mr. Coxapre. That is all T have, Mr. Chairman,

Mr. Burke. Thank you very much.

Our next witness is Mr. Alvin Hayim, Wilton and Velvet Carpet
and Rug Importers.

Mr. HerzsteIN. I was delivering my statement on his behalf, too.
‘We consolidated the statements.

Mr. Burke. They will both be in the record.

Mr. HerzsteIN. He was not able to come, either.

Mr. Burgs. Mr. Howard Johnson.

In the interest of conserving time of the committee, Linen Thread
Co. has canceled its appearance, but requests that its prepared state-
ment be inserted at this point in the record.

Without objection, it is so ordered.

(The)following statement of Howard Johnson, was received for the
record:

STATEMENT OF HOWARD JOENSON, SALES MANAGER, LINEN THREAD Co.

Mr. Chairman and members of the committee, my name is Howard Johnson,
and I am Sales Manager of the Netting Division of the Linen Thread Company
of Blue Mountain, Alabama, which is the largest manufacturer of fish netting
in the United States. The Linen Thread Company is a Division of Indian Head
Mills, Inc., of New York. I am making this statement on behalf of eight manu-
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facturers of fish netting in the United States which comprise perhaps 85 percent
of the domestic production of fish netting.

Although we are a relatively small industry, we believe we have problems
which will be of interest to you and we appreciate this opportunity of presenting
them.

FISH NETTING : DESCRIPTION AND METHOD OF MANUFACTURE

The nets made from the netting which we produce are used by the commercial
fishing industry for catching menhaden, shrimp, salmon, tuna, and other species.

The netting we make varies in size of mesh and in the weight or strength of
twine of which the netting is made. Single or double knots are used to make the
webbing and some netting is made knotless. Netting may also be dyed and some-
times treated with a preservative.

These days, over 90 percent of our netting is made of synthetic yarns. Netting
used to be made of cotton, but unless properly dried right after use, the cotton
mildews and rots. The synthetic textiles are largely impervious to these condi-
tions and so outlast cotton 4 to 1. Even at somewhat higher prices, the synthetic
textile nettings have pushed cotton right out of the running.

The industry still makes some cotton netting used as a base for camouflage
netting for our Armed Forces in Southeast Asia. Shortly after the Korean War,
the Department of Defense considered the availability of supply of this item so
essential that it stockpiled looms for its manufacture. Fortunately, our industry
today can meet requirements, but in view of the steadily mounting import pres-
sure we strongly doubt that we will be able to guarantee a supply a few years
hence.

Fish netting is made on specialized knitting machines, The newest equipment
comes from Japan, embodying the latest designs and we have a number of these
looms.

Although we have little funds available for research and development, we have
endeavored to obtain the latest improvements available commercially and to
innovate where possible with our own ideas.

HIGH LABOR COST EVEN OF MACHINE OPERATION

One important problem in the operation of these Lknitting machines is the cost
of replacing bobbins which have run out of twine. Since the number of bobbins
equals the number of twines in the warp and the latter are but small fractions
of an inch apart, the size of the bobbin and the amount of twine which a bobbin
can contain are limited. Thus the bobbins have to be replaced frequently. On
some netting there may be several hundred bobbins in use on a machine at one
time. As the twine on a bobbin runs out, the loom automatically stops. A full
bobbin is inserted in place of the empty one and the end of the new twine is
twisted together with the old end to make a continuous thread.

This results in inefficiency, high labor costs and machine down-time ex-
pense. On the finer meshes, the machine may be operating much less than half
time. As the splices have to be well distributed over the length of the netting, in
order to maintain its strength, all the splices obviously cannot be made at
one point. There appears to be no remedy for the situation.

This problem is particularly significant to us now, because labor costs in
Japan—the chief source of imports—are so much lower than ours, that the Jap-
anese can afford to cut their prices sharply below ours, particularly in the
smaller meshes. |

It is interesting to note that even the Japanese are sensitive to labor costs.
Some of the Japanese netting manufacturers have established netting plants
in South Korea where, with the newest equipment and lower labor costs than
in Japan, these manufacturers can afford to undersell some of their .J apanese
competition. For example, in the U.S. market, the average unit foreign value
of imports of synthetic fish netting from Japan in 1967 was $1.45 per pound;
corresponding imports from Korea were valued at $1.02 per pound.

IMPORTANCE OF, COMMERCIAL TFISHING

Commercial fishing is big business. In 1966, United States fisheries ‘provic.led
2.6 billion pounds of human food and 1.8 billion pounds of industrial (including
animal food) products, primarily meal and oil. .

Contrary to the belief of some people, the population’s appetite for fish is not
declining. U.8. per-capita consumption of fish, at about 10 pounds in 1966 was
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the same as it was in 1940, notwithstanding sharply higher prices. However,
%111;' fish netting market, though not declining, is not growing at the present
e.
GREATLY EXPANDED USE OF FISH FOR FOOD FORESEEN IN FUTURE DECADES
. If we are able to survive the probable deluge of Japanese (and Korean)
imports of fish netting during the next few years, we might be in a position
to contemplate and prepare for greatly expanded markets for fish netting in a
decade or two. The distant future appears bright.

Under Secretary Black of the U.S. Department of Interior at the Commercial
Fish Exposition in Boston last October said in part:

“With the land in many underfed countries already producing at levels of
near-maximum yield, it is natural that we turn our attention to the sea. As
population pressures mount in these countries, they are being backed up against
the oceans. We can count ourselves uncommonly blessed that the oceans are so
full of food.

“Bxperts vary in their assessments of the food potential of the seas, but we
do know that the present world marine catch is approximately 52 million metric
tons per year. At the Law of the Sea Institute meetings at the University of
Rhode Island in June, experts presented exciting estimates of potentials ranging
fron;1 %00 million to 4 billion metric tons or nearly 100 times the present world
catch.

INDUSTRY SUFFERING FROM IMPORT COMPETITION

Right now, our industry is in trouble because another country—Japan—is
vying for our presently stagnant market. U.S. imports (mostly from Japan)
of synthetic fish netting—our chief product—within the last three years have
increased over 200 percent, and now supply nearly 21 percent of U.S. apparent
consumption (recorded imports plus domestic shipments; exports are negligible
as explained below).

JAPAN’S EXPORTS POSE DIRE THREAT TO INDUSTRY’S EXISTENCE

Of even greater concern to us is the vast export capacity of the Japanese fish
netting industry. In 1966, only 5.2 percent of Japan’s exports of fish netting came
to the United States, although we were in sixth place among the world’s fisheries,
having been barely nosed out of fifth place by Norway. Only about half of this
amount actually entered the United States; part of the difference could be
accounted for by shipments to the U.S. Free Trade Zones—New Orleans and
Seattle. The half that did enter trade in the United States accounted for 15
percent of the total U.S. apparent consumption of fish nets and netting. In 1967,
incidentally, this market share jumped to nearly 20 percent.

Lxpressing this towering strength of the Japanese fish netting industry in
another way, Japan could have supplied the entire U.S. market in 1966 with only
18 percent of her exports that year (See Chart). In many commodities, the U.S.
takes the bulk of Japan’s exports. Is our industry going to be next? Drastically
reduced prices (in spite of upward pressures on costs) at whick Japanese net-
ting is now being offered indicate that Japan is looking to this country where
she can make up for her sales declines in other areas that are becoming saturated.
Japanese nylon shrimp netting delivered ex-duty at New Orleans was $1.25
per pound in January 1967. By January 1968, prices had dropped 12%%.

Another indication that Japan is turning her attention to sales in the United
States is the fact that the share of Japan’s exports of synthetic netting that
went to the United States increased from 3.19 of the total in 1965 to 6.3%
during the first eleven months of 1967, and for cotton netting the share increased
from 36% to 65% in the same period. Thus, whereas Japan’s world exports of
fish netting declined from 7.7 million kilograms in 1965 to 6.8 million kilograms
in the first 11 months of 1967, her exports to the United States increased from
307 thousand kilograms to 522 thousand during the same period.

INDUSTRY MAY SOON BE CANDIDATE FOR RELIEF

If the present trend continues, we will be candidates for tariff adjustment
and/or adjustment assistance. Already we are feeling many of the symppoms of
serious injury. During the first quarter of this year, we at Blug Mountain were
forced to lay off some 50 employees in our fish netting division, representing
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about a third of our normal employment in that operation. We have already re-
ferred to the increasing imports and declining prices of Japanese netting and
of even lower prices for South Korean netting, as well as increasing penetration
of our markets by imports.

PROPOSED ‘‘TRADE EXPANSION ACT OF 1968”

We have read with interest the provisions of H.R. 17551 which would liberalize
the criteria of eligibility of individual firms and workers to apply for adjust-
ment assistance.

But frankly our company and workers are much more interested in p7e-
serving the jobs we have rather than “adjusting” them out of existence and
then attempting to create new jobs which in turn would be subject to predatory
foreign competition, in a never-ending cycle.

I think, from the standpoint of cost to our federal budget and national
economy, it would be most interesting if this Committee were to obtain a
computation of the actual cost of creating a stable job as against preserving one
that already exists by way of tariff adjustment. I believe you would find that with
an equitable law, the cost of preserving jobs would be much less in the long
run than paying adjustment assistance and attempting to create alternative
employment.

We therefore would hope that this Committee would liberalize the tariff
adjustment provisions of the law to no less an extent than the Administration
is asking that it liberalize the adjustment assistance provisions. All we ask
is a fair chance to fight the low-cost foreign producer with a workable escape
clause provision. Clearly, the present one is mot workable, as the record
shows.

Of course there is a fallacy to the theory that American industry must keep
“adjusting” to low-cost foreign competition. At first blush this may seem
plausible from an economic standpoint. But what happens when the foreigner
has run the domestic industry completely out of business with its low prices?
Once the domestic plants are dismantled, it is clear that the foreign competitor
can then raise his prices to a point just short of the expensive threshold where
the domestic industry would be reconstructed or reassembled and production
resumed. Furthermore, we believe it would not be in the national interest to
have the important U.S. commercial fishing industry—as well as our military
establishment—entirely dependent on foreign supplies of fish netting.

We ask only that we be given as good a chance to stay in business as we are
given to “adjust”.

SUPPORT FOR QUOTA LEGISLATION

Another and more definitive form of relief to us, of course, is the protection
afforded all segments of the texitle industry by H.R. 11578, a bill to provide for
orderly trade in textile articles. The provisions of this bill afford us absolute and
immediate protection against the mounting threat of inundating imports from
the Far Bast, particularly Japan. Our industry thus strongly supports H.R. 11578
or its equivalent.

LIST OF FISH NET PRODUCERS

The Linen Thread Company, Blue Mountain, Alabama 36004.

Koring Brothers, Inc., 2050 West 16th Street, Long Beach, California 90013.

Nylon Net Company, Seven Vance Avenue, Memphis, Tennessee 38103.

A. M. Starr Company, Inc., Box #38, East Hampton, Connecticut, 06424.

Fish Net and Twine Company, 933 First Street, Menominee, Michigan 49858.

Bayside Net and Twine Company, Inc., Sea Garden Sales, Brownsville,
Texas 78521. !

First Washington Net Factory, Inc., Fourth Street, Blaine, Washington 98230.

Hope Fish Netting Mills, Hope, Rhode Island 02831.

Mz, Burkz. At this point, I ask unanimous consent to have inserted
in the record a telegram from the National Footwear Manufacturers
Association, 342 Madison Avenue, New York, N.Y., addressed to the
Honorable Dean Rusk, Secretary of State, Washington, D.C.

(The telegram follows:)
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NATIONAL F'OOTWEAR MANUFACTURERS, ASSN.,
New York,N.Y., June 13, 1968.
Hon. DEAN RUSE,
Secretary of State,
Washington, D.C.:

As representatives of domestic footwear manufacturers, we are aghast at
your statement before the House Ways and Means Committee. Your comment
that in the case of shoes, imports represent only 7.39% of total U.S. consumption
by value is grossly deceptive and inconsistent with the standards of full dis-
closure that the Ways and Means Committee assuredly deserves. We cannot
help but believe that you are not receiving the full story about the impact of
imported footwear on domestic producers from the office of trade representative
Roth.

While it is true that in terms of dollar value imports represent only 8% of
domestic shoe consumption, that 8% of dollars represents close to 80% of foot-
wear consumption. Nothing could more dramatically point up the domestic foot-
wear manufacturers plight. Foreign labor is able to produce over 1 of all our
shoes and sell them for less than 1o of all the money paid for shoes. The Amer-
ican consumer purchases and wears shoes not dollars.

I strongly urge that you submit to the Ways and Means Commitee an amended
statement pointing out that in terms of shoes sold, the percentage now is running
close to 30%, not the 7.83% figure misleadingly presented to the House Ways and
Means Committee.

Very truly yours,
MARK E. RICHARDSON,
President.

Mr. Burke. The committee stands adjourned, to meet at 10 a.m.,
Friday, June 21, when the hearings will resume.

(The following letters and statements were received, for the record,
by the committee:)

STATEMENT OF HON. DAN K. MOORE, GOVERNOR OF NORTH CAROLINA

Mr. Chairman and gentlemen of the committee, I am Dan Moore, Governor of
the State of North Carolina. I wish to thank you for the privilege of appearing
before the House Committee on Ways and Means to discuss a matter of major
importance to my State and to other states in this nation. I have discussed this
with other governorg of textile producing states, including the Governor of
Delaware, the Governor of Virginia, the Governor of South Carolina, the Gover-
nor of Georgia and the Governor of Alabama. They concur, generally, in the
position of this paper.

Let me begin by saying a healthy, viable and dynamic textile industrial com-
plex is not only essential for the economies of our respective states, but it is
absolutely essential for our national economic and military survival. Any
factors which impinge upon thigs industrial complex beyond the capacity of the
industry itself to resolve, merit the careful consideration of all elements of
government—Ilocal, state and national.

In those states in which the textile industry is primarily situated, our
economy is dependent upon the health and welfare of the industry. The textile
industry is the leading manufacturing employer in the States of North Carolina,
South Carolina and Georgia, supplying 52 percent, 65 percent and 41 percent of the
manufacturing jobs, respectively. In Virginia, the textile industry provides 28
percent of the manufacturing employment ; in Alabama, 28 percent; in Tennessee,
30 percent and in Delaware, 15 percent.

The textile industry means a great deal to my State. In 1966, the textile in-
dustry became the first and only industry in North Carolina’s history to
have an annual payroll in excess of $1 billion. North Carolina produced almost
25 percent of the nation’s man-made fiber fabrics and 10 percent of our woolen
and worsted goods. The State’s spinning mills turn out nearly one-half of the
country’s cotton yarns. Our knitting mills produce one-half of the country’s
hosiery. The value of textile products made in North Carolina is $5 billion a
year. : .

North Carolina’s textile and apparel industries pay more than $40 million
to the State in various taxes, not including sales and income taxes paid by the
industry’s employees.
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It is easy to see that the welfare of the textile industry and its ability to
grow and expand is a key factor in the ability of my State to grow and expand.
The story is similar throughout the textile-producing states of the Southeast.

I am certain that this committee is aware of the impact of textile imports
into the United States over the last 10 years.

For a number of years, the Southern Governors’ Conference hag been con-
cerned about the steady buildup of textile imports which is holding back the
ability of our states to realize their full potential for growth. In fact, the
Conference again last week approved a resolution calling for Congressional
action to stem the flow of textile 1mports I have already forwarded a copy of
that resolution to the Chairman. ‘

Mr. Chairman, your committee has heard the case for reasonable restraints
on imports. I hope you agree with me that textile imports have reached serious
proportions. This trend must be reversed if we are to have a growing, viable tex-
tile industry in this country.

The difference in economic factors between the United States and the rest of
the textile producing world has been called to your attention. It amounts to a
situation whereby the domestic industry is at an unfair advantage in competing
against unrestrained imports of foreign textiles. Practically every factor that
enters into the finished product in the United States costs more than the same
item does in some foreign textile producing area. We pay higher wages. We
pay more for equipment, supplies, utilities and transportation. We pay more for
items that enter into the competitive consideration of putting into the market-
place our end-produet as compared with an end-product that is prepared, by
way of illustration, in Hong Kong.

The argument Whlch has been presented to you—that by permitting uncon-
trolled imports to enter into the United States, we are thereby providing the
consuming public with products costing less than the equivalent domestically
produced article—carries little persuasion with it when the textile worker is
offered in the retail store a shirt produced in the Orient for a dollar less than
a domestically produced one if he has lost his job and doesn’t have the resources
to buy a shirt at any price.

Ag Governor of North Carolina, I am concerned first and primarily with the
welfare, livelihood and future of our own citizens, All the theories and philoso-
phies about the desirability of providing absolutely no protection to American
industry from foreign imports are of no benefit if their practice results in the
economic collapse and massive unemployment among our citizens.

I do not come here contending that imports should be barred. I do assert
without reservation, however, that a system of orderly controlled imports must be
established or the economy of this nation may well be wrecked. What I would
like to emphaswe, Mr. Chairman, is the impact of this rising level of imports on
our states in terms of jobs and our ability to create new employment.

The textile industry is the lifeblood of many communities throughout the
Southeast. In many cases, the textile mill or man-made fiber plant is the largest
or a major employer in a community. During the past decade, textile employ-
ment has played a particularly important role in the transition of tens of thou-
sands of people from farming to manufacturing. Communities have grown around
textile facilities.

As Governor, I am constantly concerned with providing more jobs for our
people. Here, again, a growing textile industry can provide part of the answer.
The textile industry has always been concentrated in smaller towns, in the
communities that are in or near areas that once were basically farm communities.
Many textile employees still live on farms and commute to their jobs. A textile
mill offers opportunities for advancement and training, so employees can move
up the ladder to better and better jobs. |

One of the reasons the United States has such a liberal trade policy is that we
want to help some of the underdeveloped nations become first-class citizens in
the community of nations. This certainly is a pralsewmthy goal, and it would
be a good thing if that were what was happening. But in the case of textiles, we
find today that about one-third of our imports come from Japan, which has the
fourth-largest gross national product in the world and is anything but an under-
developed nation.
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It is high time we started paying more attention to the effect import trade
policies are having on the underdeveloped areas within our own country.

The Appalachia Regional Development Area is a case in point. The textile
industry complex, apparel, textile mills and man-made fiber production provide
one out of every four jobs in the counties designated as Appalachia. During the
past 25 years, textile and apparel employment in this region has increased by
some 160,000 jobs.

As you gentlemen know, the Federal Government is spending millions of dol-
lars in Appalachia, and our states are making an additional contribution, to
build highways and stimulate industrial development. It just does not make sense
to undercut all of this effort by exporting more and more textile jobs to Asia
every year.

Textile product imports last year reached a level of some 2.6 billion square
yards. It has been estimated that this amounts to the equivalent of some 200,000
textile jobs in this country. In spite of this, our trade negotiators agreed in
Geneva last year to reduce textile tariffs further. As a result, imports during the
first quarter of this year have set new records.

I cite these figures to illustrate the fact that the textile import problem is not
going away. In fact, it is getting worse month-by-month. No one is suggesting that
imports should be stopped or rolled back. But it is obvious that the continuing
upward trend must be reversed.

It is for this reason that we are appealing to Congress for legislation which
will bring about orderly trade in textiles; legislation which will provide for a
reasonable amount of imports, but at the same time safeguard the hundreds of
thousands of people in this country who depend upon the textile industry for a
livelihood.

At the rate imports are entering the United States, we are approaching the
point where all of the future growth of the textile industry will be taken over by
products from foreign countries. It borders on the ridiculous to take one of the
three basic incredients for survival—food, clothing, and shelter—and turn it over
to foreign interests.

Our country is faced with tremendous problems at home and abroad. These
problems have taken on new dimensions which require new solutions.

As elected officials, all of us, in state offices and in Congress, must be attuned
to the needs of our country and our people. The people are asking us for answers
to these problems. We must provide the leadership and the programs which will
help turn our country around and get it back on the track.

Our relations with overseas countries need to be reassessed. We must take the
necessary steps to bolster our economy at home.

‘We cannot do this by undercutting one of our basic industries which provides
employment for more than two million people.

Passage of legislation as outlined in the Mills Bill would be a major step
toward restoring confidence and building a sound future for one of our basic and
most important industries.

CONGRESS OF THE UNITED STATES,
HousSE OorF REPRESENTATIVES,
Washington, D.C., June 20, 1968.
Hon. WIiLBUR MILLS,
Chairman, Committee on Ways and Means,
House of Representatives.

DEAR MR. CHAIRMAN : Mr. James Utsey of Selma, Alabama, President of the
Alabama Garment Manufacturers Association, has asked me to convey the en-
closed resolution to you. I would respectfully ask that you enter this resolution
in the testimony concerning textile import legislation which your Committee
recently heard.

Thank you very much for your consideration of this important matter.

With best wishes, I am

Sincerely, .
B, Nicmors, M.C.
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ALABAMA GARMENT MANUFACTURERS ASSOCIATION,
Montgomery, Ala., June 18, 1968.
Hon. WILBUR MILLS,
Chairman, Ways and Means Oommittoc
House of Representatives,
Washington, D.C.

DeAR CONGRESSMAN Mirrs: On behalf of my Association, the Alabama Gar-
ment Manufacturers Association, I respectfully transmit to you a resolution
recently adopted by our Board of Directors by a unanimous vote.

We request that this be incorporated into the record of the hearings for the
Textile and Apparel Industries being held on June 19, 1968.

Sincerely,
James UTsEY, President.
A RESOLUTION

|

‘Whereas, the relatively uncontrolled flow of textile and apparel imports into
the United States has done and is doing grave damage to our industries and
endangering the jobs of thousands of Americans working in these industries, and

‘Whereas, this dangerous situation is a major contributor to the unfavorable
trade balance of our country and to its balance of payments problem and is
deservmg of the ‘attention of the Congress and of all those interested in the
economic stability of our country: now Be it unanimously

Resolved by the Board of Directors of the Alabama Garment Manufacturers
Association, That the Ways and Means Committee of the United States House
of Representatives and the House itself be urged to adopt legislation to impose
meaningful quantitative controls on imports of textile and apparel into this
country and that firm enforcement of these controls be required ; and be it further

Resolved, That copies of this resolution be sent to Hon. Wilbur Mills, Chairman
of the House Ways and Means Committee and to all Alabama Members of the
United States House of Representatives.

I certify that this resolution in this exact form was adopted by the Board of
Directors of the Alabama Garment Manufacturers Association on June 14, 1968,
in the City of Montgomery, Alabama.

CHARLEs McDonNaLp, Ezecutive Secretary.

NATIONAL ASSOCIATION OF SECONDARY MATERIAL INDUSTRIES, INC.,
New York, N.Y., July 10, 1968.

Re Hearings on Textile Import Taxes or Restrictions.

Hon. WILBUR MILLS,
Chairman, House Ways and Means C’ommttee
Washington, D.C.

DEeAr CoNGRESSMAN Mi1rLs: The Textile Devision of the National Association of
Secondary Material Industries, representing the country’s exporters of textile
secondary materials from the United States wishes to record our strong opposi-
tion to any legislation to enact a tax on textile imports or otherwise restrict
their importation. Legislative proposals currently being considered by the House
Ways and Means Committee would impose oppressive and unwarranted import
burdens on textile materials.

Secondary textiles largely move in international commerce and the industry
is dependent on the ability to market these materials to other nations without
the duress of trade barriers. The only way our segment of the United States
textile industry maintains its economic lifeline is through continuous existence
of overseas markets for our textile exports. Millions of dollars of these secondary
materials are sent annually to overseas manufacturers who, in turn, through
the application of various processes, create new textile end-products which they
re-export to many other international manufacturers.

Thus, if Congress takes restrictive action on textile imports, there will cer-
tainly be disastrous results for our segment of the domestic industry as other
countries similarly impose import restrictions and/or duties in retaliation.

Many textile exporters will lose their historical overseas marketplaces—
markets which our own Government encouraged them to develop as part of its
export expansion policy. Secondary textile exporters, many of whom have large
plant investments and labor forces, will surely have to curtail their operations
as they lose their competitive position in the world economy.

95-159 0—68—pt. 6——21 i
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In addition, since other important segments of the textile industry depend
on the services performed by this industry for the disposal of their textile by-
products, the adverse results we fear will not be limited to the exporters and
their employees alone. A chain reaction will be initiated which will be felt
throughout the entire domestic economy. Far from protecting American business
and assisting the U.S. balance-of-payments problem, the proposed legislation
will only set off a restrictive cycle that will limit exports and seriously damage
U.S. business interests. .

The utilization of secondary textiles is an important factor in the country’s
solid waste disposal network. Erosion of secondary markets only breaks down
the collection system on which the industry—and public—depends and com-
pounds the problems of finding sufficient economic usage of the nation’s indus-
trial and household by-products.

Protectionist measures will disturb efforts to expand international trade at
a very time when such international marketing is vital. It has been a basic
policy of the Government to foster American competition in world markets.
The need for improvement in our balance-of-payments position with other coun-
tries cannot be overstressed. The passage of this proposed import tax will lead
to violent inter-actions in textile markets here and abroad, and eventually will
result in an undesirable economic backlash for American industry and prove
detrimental to our best interests as a nation.

We believe there is no need to support the impesition of such import restric-
tions at this time, and for all these reasons we urge the Ways and Means
Committee to disapprove any such legislative proposals.

We ask that the preceding statement be placed in the record of the hearings.

Respectfully submitted.

TEXTILE DIVISION,
HaroLp KURTIN, President.

STATEMENT OF (EORGE ‘BALDANZI, INTERNATIONAL PRESIDENT, UNITED TEXTILE
WORKERS OF AMERICA, AFL-CIO

In lieu of personal appearance by the United Textile Workers of America,
ATFL-CIO, I am herewith submitting a statement of our position on International
Trade.

First of all, we would call to the attention of the Committee that the AFL-CIO
has submitted the position and the action of the 1967 Convenion on the entire
question of International Trade, Tariffs, etc. and our union is in agreement with
the basic principles.

We desire, however, to emphasize sections of the statement directly applicable
to the textile workers and the textile industry. Quote: “The AFL-CIO cannot
ignore the fact that rising imports have disrupted some domestic markets and
resulted in adverse impacts on some industries. These developments have im-
posed severe hardships on thousands of American workers. Agreements with
other countries, like the International Cotton Agreement, should be concluded,
covering trade in textiles and apparel of wool and man-made fibers. The Cotton
Textile Arrangements should be effectively enforced and no erosion permitted in
its safeguards against disruption.”

The AFL-CIO continues “that it is a matter of growing concern to note the
sharp rise of imports of non-durable goods such as textiles, apparel, shoes, toys,
ete. from low-wage countries for sale at U.S. prices in this market. This relation-
ship may be controlled by a relatively few integrated firms with international
subsidiaries or other investment and sales arrangements. To look at aggregate
country data in the United States and determine that the U.S. Textile Industry
is thriving because some large firms are thaking big profits,—or to determine
that the United States shoe industry as a whole is doing well,—is to ignore the
specific impact on United States production and employment in many parts of
the country.”

The United Textile Workers of America, AFL-CIO, would call and ask for the
particular attention of the Congress to the following resolution adopted by the
unanimous vote of the delegates at our International Convention held last month.
This resolution embodies the desires and struggles of men and women who are
striving to hold their jobs against those-many in high places who are willing
and ready to sacrifice the workers in the textile and garment industries. They
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attempt to scare the American people and intimidate the Congress with the cry
of higher prices of which they cannot prove, but in their own willingness to
expend our domestic industry, they are against a reasonable control of excessive,
harmful and injurious imports.

This resolution is a brief summary of all of the things we have been saying to
the Congress for several years in appearing before the House and Senate com-
mittees in complete detail, and in this year we have witnessed our position
justified by large majorities in the House and Senate. And still our opponents
are serving up the same old shibboleths. They attempt to pacify the jobless with
promises of compensation if imports terminate their employment.

The United Textile Workers of America finds no solace or solution in the
adjustment provisions of the 1962 Trade Expansion Act, whereby American
firms and workers adversely effected by imports, would be safe-guarded and
assisted. I believe that I can speak for all import-effected industries, durable and
non-durable, and the list is constantly growing, when I say that the “so-called”
escape clause has been proven absolutely useless. In support of this, I again
quote from the AFL-CIO testimony before the Ways and Means Committee on
June 13, 1968. Quote: “As a result of the Tariff Commission’s interpretation of
that law, all petitions for trade adjustment and assistance have been rejected.
The record of these 14 cases in six years is a shameful mockery, a fraud on the
American people and the American workers.”

We note the amendment in the 1968 Bill substituting the Executive for the
Tariff Commission, and this brings me to other Bills before the Committee. One
of these, the “so-called” Omnibus Bill, covering all effected industries, calling for
ceilings after investigation by the Tariff Commission. We favor legislation for
any and all industries injured by excessive imports, and we would suggest the
same amendment substituting the Executive or the Congress. In fact, the Tariff
Commission is the creature of the Congress, and there should be a measure of
supervision, and, if necessary, correction of its decisions.

‘We also have noted that under certain conditions the Administration’s Trade
Expansion Act of 1968 does allow the President to order quota import curbs. On
the other hand, the President’s special trade message to the Congress states that
new restrictions on imports are undesirable and the Administration favors spe-
cial Federal tax aid for the employers, and adjustment for the workers. We
cannot speak for the employers, but the workers are still faced with Tariff Com-
mission fact-finding. Our unions and membership has and will continue to peti-
tion the President for the establishment of quotas in the textile industry, and we
urge our supporters in the Congress to continue this objective, and for favorable
action at this session of the Congress.

The opponents of “quotas” have raised another scare balloon, this one has to
do with retaliation by importing countries, or what they called negative reci-
procity. Of course, they know that reciprocity is a two-way street. Perhaps they
don’t know that no less than 70 Nations restrict imports from the United States.
If they do know, the retaliation balloon is punctured before it gets off the ground.
‘Would our opponents say: ‘“This is free trade.” It should be known that while
textile and apparel imports into the United States are rising, exports are static
at a relatively low level. According to the U.S. Department of Commerce, in
1967 textile and apparel imports were valued at $1,461 billion compared with $695
million for exports. In the first quarter of 1968 imports were at a record $387.6
million while exports were at $169.3 million. And, according to the same source,
imports of the three major textile fibers, Cotton, Wool and Man-made totalled
274.9 million equivalent square yards in April of this year—an increase over the
previous month and April a year ago.

The January-April cumulative total this year was 582 million square yards,
compared with 541.6 million square yards a year ago. In addition, we find that
the countries of the World that have cried the loudest and threaten retaliation
if the U.S. sets up controls over word and man-made fiber, and apparel imports,
have set up their own barriers in a secure network of quotas, tariffs and licensing
procedures. i

‘We hear much about hard-core unemployment and the millions of poor mainly
from the South, as well as the Appalachian region. Our program is a humane
measure. We are trying to save any appreciable erosion of the textile and
apparel industries, and all others victimized by excessive and uncontrolled
imports.

Finally, we know that the Committee has all necessary information on low and
cheap labor in importing countries.
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We rest our case on the report and recommendations of the Special Subcom-
mittee of the Senate Committee on Interstate and Foreign Commerce, back in
1959. “Since the wages of textile workers in foreign countries range down to as
much as one-tenth of the earnings of American testile workers, foreign mills
have a pronounced competitive advantage over domestic mills and can dispose of
their products in our markets at prices substantially below which American
mills must receive. Therefore, we recommend that quotas be established which
will permit foreign producers of textile products to sell in our markets within
limits which will not further endanger existing textile capacity. We also recom-
mend that quotas be established by specific categories of textile products.”

Time is running out; the situation is far more serious today than it was in
1959, and we respectfully urge the Congress to act now in support of the workers
in our domestic industries deprived of their livelihood by unfair, unjust import
regulations.

STATEMENT OF GEORGE PERKEL, DIRECTOR OF RESEARCH, TEXTILE WORKERS UNION
oF AMERICA, AFL~CIO

On behalf of the 200,000 workers represented by our organization who are en-
gaged in the production of synthetic fibers and textile mill products in the
United States, we welcome this opportunity to present our views on the need for
import quotas on synthetic fibers and all textile products.

The Committee has heard testimony from industry representatives concerning
the growing volume of textile and apparel imports. We do not intend to recapi-
tulate the figures. It should be evident from the record that the present tariff and
trade practices of the United States permit foreign textiles to enter this country
at a rate which threatens the survival of the domestic industry. The annual rate
of imports in the first quarter of 1968 (3.1 billion square yards) is more than
double the volume of 1964 (1.5 billion). Continuation of this trend can only mean
the destruction of the textile and apparel industry.

NEED FOR ACTION TO SAFEGUARD DOMESTIC JOBS

Our concern for the survival of this industry stems from the special character
of the labor force. The personal characteristics of the workers and the geo-
graphic distribution of the plants strongly militate against an orderly transition
to new jobs for displaced textile workers. The contraction and liquidation of
hundreds of textile mills in the fifties resulted in untold hardship for many
thousands of textile workers. The lot of these displaced workers was persistent
and long-term unemployment, the loss of savings and homes, and the utter despair
of facing a future without hope.

Our memory of these sufferings in the fifties is too strong to permit complacency
in the face of the ominous threat of rising imports. It is inconceivable that the
United States Government would fail to take action to safeguard the jobs of the
millions of Americans whose livelihood is threatened by the massive influx of
textile product imports. :

THE SPECIAL CHARACTER OF THE TEXTILE LABOR FORCE

The nature of the textile work force makes it imperative that effective govern-
ment action be taken to prevent the continued erosion of the industry by im-
ports. The history of this industry clearly demonstrates the serious difficulties
encountered by textile workers in finding reemployment after being displaced. The
fact is that these workers face severe distress in the event of a major contraction
of the industry. The impact of such a development on the social and economic
condition of the communities which are dependent on the industry would be
catastrophic.

Geographic Distribution

The 21 million employees engaged in the manufacture of manmade fiber, tex-
tiles and apparel are distributed among 33,000 establishments located in 45
states. The industry is so widely distributed that the injury caused by sharply
rising imports cannot be gauged simply in local or regional terms. However, the
concentration of employment in particular localities and regions make them es-
pecially vulnerable to the harmful effects of a decline in the industry.
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The region which would be most seriously affected is the Appalachian Region.
According to a study made by the Man-Made Fiber Producers Association, Inc.,
the manmade fiber, textile and apparel industry accounts for 452,957 of the total
of 1,709,844 manufacturing employees in the 873 counties of Appalachia.* Inas-
much as others have testified on this subject we shall not enter into further dis-
cussion, except to note that a decline in the industry which accounts for more
than a quarter of the industrial jobs in this depressed region would strike a
devastating blow at the efforts being imade to restore it to prosperity under the
Appalachian Regional Development Act of 1965. It should also be noted that while
this region employs more than 209, of the workers in the manmade fiber-textile-
apparel complex, it accounts for approximately one-half of the jobs in the man-
made fiber producing segment (50,300 out of 104,000).

The outstanding geographic characteristic of the textile mill products seg-
ment of the industry is the fact that a large majority of the plants are located
in small towns or rural areas where they comprise the major source of industrial
employment opportunities. This fact is vital to an appreciation of the importance
of the industry to the areas in which they are located. It is also a key to under-
standing the difficulties faced by workers who lose their jobs as a result of mill
curtailment or liquidation. In most cases they have no where to turn for alternative
employment in the area.

The limitations of available statistics make it impossible for us to furnish the
Committee with a comprehensive picture of the distribution of the industry’s
establishments by size of area. Regulations restricting the publication of employ-
ment statistics which might disclose information relating to an individual
reporting unit preclude us from access to the necessary information.

The following data clearly indicate the predominant location of the textile
industry in small labor areas where the mills comprise the major source of
employment. |

1. Textiles and Major Labor Areas

The Bureau of Employment Security of the United States Department of
Labor compiles monthly statistics on employment for 150 Major Labor Areas
for purposes of analyzing the adequacy of their local labor supply. These areas
are defined as follows : 1

“Major” labor areas usually have at least one central city with a population of
50,000 or more, according to the 1960 Census. In most instances, boundaries of
major labor areas coincide with those of Standard Metropolitan Statistical
Areas, as determined by a Federal interagency committee chaired by the Budget
Bureau.?

These areas comprise the principal centers of industrial employment in ‘the
United States. In 1966 they accounted for 689, of the nation’s manufacturing
employees (13,035,000 out of 19,186,000). However, only 349, of the textile
mill employment is located in the 150 major labor areas (326,000 out of 961,500).
Almost two-thirds of the textile labor force is employed in areas outside of the
major labor areas. (Table 1.)

2. Textiles and Standard Metropolitan Statistical Areas

Another indication of the predominant location of textile employment in small
areas is afforded by a statistical breakdown of production workers in the major
subdivisions of the industry. These are available from wage surveys conducted
by the Bureau of Labor Statistics of the United States Department of Labor in
recent years. They show that 70.59 of the production workers in five divisions
of the textile mill products industry were employed in establishments outside of
Standard Metropolitan Statistical Areas.® (Table 2.)

The proportions of workers located in nonmetropolitan areas vary from a
low of 53.0% in Textile Dyeing and Finishing to a high of 78.69 in Children’s
Hosiery. These proportions are representative of the textile mill products indus-

1 Impact of Imports on American Industry and Employment, Hearings before the Gen-
eral Subcommittee on Labor, House Committee on Education and Labor, 90th Session,
Part 2, 1967, p. 1042 ff.

2 Directory of Important Labor Areas, Bureau of Employment Security, U.S. Department
of Labnr, July 1. 1965. p. i. A

3 Defined by the U.S. Bureau of the Budget as an area containing “at least one city of at
least 50,000 inhabitants,” and including ‘“the county of such central city, and adjacent
counties that are found to be metropolitan in character and economically and socially inte-
%ated wit:;mi t{li& )county of the central city.” (Standard Metropolitan Statistical Areas,

67, pp. vii-viii. N
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try as a whole. The production workers in these 5 divisions accounted for 71%
of the industry’s total in 1966.

3. Textiles in South Carolina

Because of the availability of detailed tabulations in the annual reports of the
Department of Labor of the State of South Carolina, it is possible to analyze
the distribution of textile employment data for this state in a more comprehen-
sive manner than for the other states. Inasmuch as South Carolina is one of
the leading textile states (accounting for 145,800 of the nation’s 961,500 textile
jobs in 1966) and its locational characteristics are representative of the industry
as a whole, we have made a study of the distribution of the state’s textile mills
and employees to determine the importance of this industry to the industrial
structure on a local area basis.

The basic unit for analyzing local labor areas outside of Standard Metropoli-
tan Statistical Areas is the county. Consequently, our study is based on an
analysis of the distribution of textile mills and employees among the counties
in the state which contain textile establishments (Table 3). For counties whose
textile employment is not disclosed by County Business Patterns (U.S. Depart-
ment of Commerce), estimates of employment were made on the basis of non-
salaried employment reported by the South Carolina Department of Labor.

The counties with textile establishments were distributed by size of manu-
facturing employment (Table 4). The following locational characteristics of
the textile industry are evident from these data :

(@) More than half of the textile mills and employees are located in counties
with less than 15,000 manufacturing employees (175 of the 345 mills and 72,749
of the 143,959 textile employees).

(b) In counties with less than 15,000 manufacturing employees, textiles ac-
counts for 439, of total manufacturing jobs. Clearly, the textile industry is the
predominant industrial employer in the smaller counties in which textiles are
located.

(¢) In the larger counties with textile employment (i.e., those with 15,000 or
more manufacturing jobs) the predominance of the textile industry is even
greater than in the smaller areas: textile employment comprises 57% of all
manufacturing jobs in these counties.

(d) A large majority of textile employment is located in counties in which
textiles accounts for more than half of manufacturing jobs: 69% of the textile
workers are employed in counties with a ratio of textile to total manufacturing
employment of 509, or more.

Personal Characteristics

The textile labor force is highly immobile. The age, sex, education and skill
distribution of textile workers all conspire to prevent them from taking ad-
vantage of opportunities for reemployment in other industries and areas. Con-
sequently, the theoretical means of adjusting to the dislocations caused by in-
creased imports—retraining and relocation—are no solution to the problems
confronted by textile workers in the event of a contraction in tHe industry.

It is obvious that women are handicapped by their sex and family status in
utilizing relocation as a means of adjusting to the loss of employment. The ratio
of women to total employment in textiles is exceptionally high (45% compared
to an average of 27% for all manufacturing industries).

In appraising the geographic mobility of American workers, the United States
Department of Labor has found that “older workers, the unskilled and the un-
educated are those least likely to move and those who fare the worst when they
do.” * The particular difficulties faced by older workers are described as follows:

Migrants 45 years old and over have a more severe unemployment problem
after they move than men 25 to 44 years old. They have less education and face
age discrimination. And since community and family ties are stronger among
older persons, migration is probably a last resort for this greatly disadvantaged

oup.®
nghI()e textile labor force has a disproportionately high ratio of workers aged
45 and over. The latest available census shows that 40.19 of the males employed
in the textile mill products industry were 45 years old and over compareq with
3599, for all manufacturing industries in 1960. Similarly, the proportion of

4+ A Report on Manpower Requirements, Resources, Utilization and Training. Transmitted
to the Congress March 1965, p. 146.
6 Ibid., p. 149.
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female employees 4_5 years and older in textiles was 37.29, compared with 34.29,
for all manufagturmg.“ These disparities have worsened since 1960 as a result
pf the greater increase in employment of young people by other manufacturing
industries than by textiles since 1960. i

The educational attainments of textile workers tend to be appreciably below
the averages for all manufacturing industries and the civilian labor force as a
whole (Table 5). The median years of school completed by textile workers run
betweeq 2% and 239, below the corresponding medians for workers in the same
occupational groups in manufacturing and the civilian labor force, with the
most numerous textile occupation (Weavers) falling 129 below the median for
Opera.tlves in the case of males and 99 below in the case of females. Moreover,

- the hlgI} proportions of textile workers employed in unskilled and semiskilled
occupations reinforces the tendency of textile workers to suffer from educational
handicaps to mobility.

Tpe importance of education to labor mobility is evident from the following
findings of the aforementioned Labor Department appraisal of the geographic
mobility of American workers :

“In general, migrants have an above-average level of education. Of the 25- to
29-year-old men who migrated between 1955 and 1960, for example, 25 percent
were college graduates, as compared with 9 percent of the nonmigrants. And
a lower proportion of the migrants than of the nonmigrants in this age group
had completed only 8 years or less of school (14 and 23 percent, respectively).
To look at the figures a different way, 55 percent of all male college graduates
25 to 29 years old lived in a different county in 1960 than in 1955, compared with
only 29 percent of the men who had completed but not gone beyond high school.
It is apparent that geographic mobility drops off sharply with decreasing
education.” "

The proportions of textile workers employed in unskilled and semiskilled
occupations are much higher than for manufacturing as a whole. In 1960, 66.69,
of textile employees were in semiskilled occupations (Operatives and Kindred
Workers) compared with 42.69, for all manufacturing employees (Table 6). The
addition of unskilled occupations brings the total for semiskilled and unskilled
groups to 724% of total employment for textiles compared with 50.19% for
manufacturing as a whole.

The heavy concentration of textile workers in the unskilled and semiskilled
occupations is a highly significant barrier to the mobility of textile workers.
As noted in the aforementioned Labor Department study of geographic mobility,
unskilled and semiskilled workers “have much lower rates of migration because
they usually lack information about job opportunities, seldom have the resources
for moving, and have limited employment opportunities in other areas, as well
as locally. The barriers to migration of unskilled workers make it very difficult for
them to move even from the worst depressed areas, where their competitive
difficulties in finding jobs are compounded by the presence of jobless workers
with higher qualifications.” &

It is especially significant that the Labor Department found that Operative
and Kindred Workers (the predominant occupational group in textiles) had
the lowest rate of out-migration of all groups in the ten areas of high unemploy-
ment whose migration experience was studied. While 9.09 of all male employees
in these areas migrated out of the areas in the period from 1955 to 1960, only
6.2% of the male Operatives and Kindred Workers did so.?

The distinctive character of the labor force which militates against the mo-
bility of textile workers has long been recognized. Numerous studies over the
years have confirmed the existence of this special problem.

Gladys L. Palmer conducted an intensive analysis of the experience of 862
weavers in three cities during the decade of 1926-35 for the purpose of ascertain-
ing the transferrability of their skills to other industries.”® The following findings
are relevant:

1. The experience of the weavers in all three cities (Manchester, N.H.,
Paterson, N.J., and Philadelphia, Pa.) “was highly specialized in character. For

¢ Computed from U.S. Census of Population: 1960, Vol. I, Characteristics of the Popula-
tion, Table 212.
7 Ibid., p. 147.

° Ibid., p, 152,
10 “The Mobility of Weavers in Three Textile Centers, “The Quarterly Journal of Eco-
nomics, May 1941, pp. 460-487.
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most': of the workers it was concentrated in one industry. For a significant pro-
gg:tll)(;:n%{,%le weavers in two of the cities, the work experience was confined to
. 2 “Less tpan a third of the weavers in the three cities had changed occupation -
or industry in the ten years prior to 1936. Many of the changes which occurred
.represented movement into or out of the textile industries, or between various
textll‘? industries, on}y (i.e., not involving movement to other industries).” *

3. “The degree of industrial mobility reported by weavers was likewise small.
Almost as many weavers in the three cities reported no changes in industry as
had reported no changes in occupation in the years 1926 to 1935.” ©

4. “Weavglts, and other textile workers, too, for that matter, are usually mem-
bers of fam.lhes where other workers are customarily employed in textile mills,
frequen.tly in the same mills * * * Studies made of the post-lay-off experience
of textile qukers, including weavers, from shut-down mills indicate that a
high proportion of women workers drop out of the labor market after shut-
down * * * Dropping out of the labor market, in this instance, is a reflection
of a very high degress of immobility among married women weavers.”

5. “The relative immobility of weavers may be considered representative of
that of most textile workers. Although some occupations are less specialized in
character than weaving, others are more highly specialized from the point of
view of possible transfer of skills to other kinds of work * * *®

6. “Geographic mobility for weavers is a distinct function of industrial mo-
bility within a region. There is no evidence that weavers have moved from one
region to another, as, for example, from New England to the South, when New
England mills were declining and southern mills expanding.” *

7. “The social implications of what has been rightly called the ‘stickiness of
the job relationship’ in the textile industry are far-reaching. Mute evidence
abounds in the ‘ghost’ towns of old New England cotton centers, the economic
chaos of such centers as Paterson, and the idle mills scattered throughout the
country.” ¥’

In study after study these findings have been confirmed. The United States
Department of Labor found in 1946 that “like the coal miners of Wales, who all
through the desperate 1920’s and 1930’s suffered, yet stayed amid the shut-down
collieries, and like many miners in this country during the great depression,
textile workers show a strong attachment to their trades and their communi-
ties * * * Workers’ attachments have not only been solidified by family tradi-
tions, but also by the fact that community life has to a large extent centered
on mill employment. In some towns the textile mill is the only source of jobs
while in larger communities with greater diversification, such as Fall River,
New Bedford, and Lewiston, the mills exert a dominant influence. Since people
are generally hesitant and reluctant to change homes, friends, and manner
of life, the high degree of economic homogeneity of the community is a force
directed toward retaining the status quo.” *®

It is noteworthy that the major New England textile centers which lost their
pre-eminence in the twenties as the industry expanded in the South have still
not recovered from the blow to their economies. New Bedford, F'all River and
Lowell, Massachusetts, are still classified as areas of substantial unemployment,
having suffered from exceptionally high unemployment rates continuously over
the past decade and a half. In February 1968, when the average unemployment
rate for the United States was 4.29, these old textile centers had unemployment
of 7.9% (New Bedford), 6.49, (Fall River) and 6.1% (Lowell).

The impact of mill closings on New England textile workers was the subject
of intensive study by several investigators during the fifties. A study sponsored
by the New England Textile Committee (appointed by the Governors of the
New England states) is typical’ Six mills were selected for study as ‘‘repre-
sentative cases under varying labor market conditions.” The following findings
are pertinent:

u Ibid., p. 476.

12 Ibid., p. 476.

13 I'bid., p. 482,

14 1bid., pp. 484—485.

15 Ibid., p. 4R5.

16 I'bid., p. 486.

17 I'bid.. p. 487.

18 «Work and Wage Experience of Skilled Cotton-Textile Workers,” Monthly Labor
Review. U.S. Dapartment of Labor. July 1946. n. 13. |

10 William H. Miernyk, Inter-Industry Labor Mobility, Northeastern University, Boston,
1955.
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1. “Of the total group contacted (1,705 workers) . . . only 459% were at work
at the time of our survey. (1 year to 2% years after displacement.) Another 12
per cent had withdrawn from the labor force.” 2

2. “Men were more successful than women in finding new jobs. Fifty-eight
per cent of the male workers in the sample were employed compared to 35 per
cent of the women.”

3. “More than half of the workers that found new jobs after their displacement
were under 45 years of age. By way of contrast, only 29 per cent of the unem-
ployed were 45 years of age or under.” &

4. “In all but one of the labor market areas, textile employment was declining
during the period covered by our survey. In spite of this, however, textile mills
provided a larger number of jobs to both male and female workers than any other
industry or occupation. Thirty-six per cent of all employed sample workers were
once again at work in textile mills, more than five times the number who found
jobs in any other manufacturing industry.”?

5. “To some extent the relative immobility of textile workers in New England
may be related to age. The average textile worker is older than the average in-
dustrial worker and often the textile worker has not had experience in other
occupations. Having grown old in one kind of work he may have neither the
inclination nor the ability to seek and find employment in another industry. One
might expect textile workers to remain with their trade in times of stable or ris-
ing employment, but the most striking result of the present survey, and this is
supported by earlier studies, is the continued attachment to the industry (whether
voluntary or involuntary) during a period of declining employment.” 2

6. “We also attempted to discover the willingness of the displaced workers to
move from the area if they knew of a job (or a better job) elsewhere * * * 58 per
cent of these (responses) replied that they would not be willing to leave the area.
Many said they were too old to consider changing their place of residence, and
others felt that they could not move because other relatives (usually parents)
were dependent upon them. While we have some reservations about answers to
hypothetical questions, they are at least consistent with the actual behavior of
the sample workers. Women showed a greater unwillingness to leave the area
than mgn, but even among the men almost half said they were unwilling to
move.”

7. “It is evident that workers displaced by the liquidation of textile mills in
New England are not being absorbed in large numbers by the industries which
have been expanding in this area. * * * the highly aggregative comparisons of re-
cent employment trends in New England conceal the fact that industrial growth
and decline do not always coincide in the same areas. And the displaced textile
worker is unwilling, or sometimes unable, to relocate to other areas where there
might be a better opportunity to find work. Perhaps the greatest barrier to inter-
industry mobility is the advanced age of many of the displaced workers. Although
not all of the younger workers had found jobs, those under 40 were relatively
more successful than those past this age. Many of those between the ages of
40 and 65 felt they were being prematurely forced out of the labor market.”

8. “The protracted decline in textile employment and the relative immobility
of the displaced workers have produced a considerable amount of persistent
unemployment in many textile centers in New England. The problem is not being
solved by the growth of new industry in the region, although obviously it would
be much worse if employment had not increased in other industries. Aggregative
comparisons which show that more jobs have been added than lost in the region,
during a given time period, while accurate indicators of overall employment
trends, conceal the short-run problems created by changes in the industrial strue-
ture of the regional economy. Nor can this unemployment be regarded as a tem-
porary phenomenon if there is to be a further exodus of mills from New England.
There is no reason to expect a larger proportion of displaced workers to be ab-
sorbed by other industries in the future than has been true in the past. Indeed,
if total textile employment in New England continues its secular decline, the
level of persistent unemployment may be expected to rise as opportunities for
re-absorption by other mills through normal turnover are diminished.” 2

20 I'bid., p. 16.
2 Ibid., p. 17.

= Ibid., p. 144.
2 Ibid., p. 155.
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The difficulties of displaced textile workers in finding reemployment have
continued in the sixties. The United States Department of Commerce sponsored
a study, Economic Effect of Tewtile Mill Closings, Sclected Communities in
Middle Atlantic States, published in 1963. This study examined the experience
of six communities resulting from textile mill liquidations and found the same
basic story as earlier investigations: “Much evidence of hardship and suffering.
Many older workers were unable to find new jobs; many younger men left their
home communities to find employment elsewhere. Long periods of unemployment
were common, and many displaced textile workers were forced to seek assistance
from relatives or public relief agencies, or eventually to take lower paying jobs
in other industries. Emigration and lower paying jobs for women had the effect
of changing the character of the labor force in some communities, raising the
average age of workers and increasing the proportion of women.”*

The latest in the series of these studies was published by the United States
Department of Labor in 1966. “The Post-Layoff Experience of Displaced Carpet-
Mill Workers,” by N. Arnold Tolles, examines the workers’ experience following
layoff from a carpet mill which halved its employment between mid-1960 and
mid-1962.% The following excerpts from the Summary of the report are relevant:

“In April 1963, at the time of the case study of carpet-mill workers who were
laid off when the mill halved its employment between mid-1960 and mid-1962,
1 of every 12 had ceased to look for work and 1 of 4 of those still in the labor
force was unemployed. The unemployment rate among these workers was over
5 times the national rate at the time. It was 2% times the rate prevailing even
in the small, economically depressed northeastern community where the carpet
mill was located.

“The unfavorable employment situation of the carpet-mill workers, compared
with other local workers, epitomizes problems confronting jobless workers in
areas such as this. There were no other carpet mills within 150 miles of the
community, and although manufacturing industries dominated its economy,
fow of them utilized skills of the kind these workers had acquired at the mill.
Most of the workers were middle aged and older persons with comparatively
little education or training that would equip them for other kinds of work.
These characteristics were especially pronounced among the fairly small number
of women in the group studied.

“Moreover, many of the carpet-mill workers had spent most of their lives
in the community, to which they were tied by extensive home ownership and,
frequently, the local employment of a husband or wife. More than three-fourths
of them expressed unwillingness to accept a job beyond commuting distance of
their homes, even if such a job should be offered.” =

PRESERVATION OF TEXTILE INDUSTRY IS IN THE NATIONAL INTEREST

Measures to preserve the textile industry in the face of growing erosion by
imports are clearly in the national interest. The importance of this industry
to the nation goes beyond the fact that its 2% million employees comprise 13%
of the country’s manufacturing workers. The essentiality of the industry to our
national defense is so clear and pressing that it hardly needs elaboration. In
addition to providing clothing for our armed forces the industry produces
thousands of articles which are indispensable to the defense establishment. The
highest priorities have been assigned to textile products during national
emergencies. They are a prime necessity in wartime, both for military and for
essential civilian uses.

The textile industry has a potention role of particular importance to play in
helping to meet the critical manpower problems confronting the nation. The
vast technological changes in American agriculture have displaced millions
of farm workers. The migration to the cities of millions of people with
relatively little education and no industrial skills has created the basis for
the current urban crisis.

2 Beonomic Effect of Textile Mill Closings, Selected Communities in Middle Atlantic
States. 1963. n. 2.
28 Weathering Layoffs in_a Small Community, Case Studies of Displaced Pottery and
C'agpl%t_-!li!ﬁll Yorkers, June 1966, pp. v—47.
id., p. 1.
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The Department of Agriculture has estimated that “average farm employment
in 1980 will be about 3.6 million workers, a 36 percent decrease from 1965 * * *,
Decreases in farm employment are expected to occur in all regions but will be
greatest in the Northeast and the three southern regions, where declines from
two-fifths to almost one-half are anticipated. Most of the declines will come
from continuation of large reductions in farm operators and family labor in
the southern areas.” ®

The geographic distribution and the types of jobs required by the textile
industry make it especially suitable as a major source of employment for the
workers who will be displaced from the farms. More than 959, of textile mill
products employment is located in the regions which face the greatest reduc-
tion in farm employment. (Table 7) In the textile-apparel-manmade fiber com-
plex, the Northeast and South comprise 889 of the industry’s total.

Because of its relatively low educational and skill requirements, this in-
dustry has historically served as a means of entry into the industrial labor
force for people with little or no industrial experience. As noted by Professor
Donald B. Osburn, “The textile mill industry may serve as a training ground
for Negroes in the future as it has for whites in the past * * * employment in
this industry teaches skills to workers who have previously engaged in un-
mechanized agricultural production, thus allowing them to participate in an
industrial or at least non-agricultural society, and perhaps to move on to
higher paying jobs as the opportunities present themselves.” ®

The rapid increase in employment of nonwhites in the textile mill products
industry in recent years provides clear evidence of the great potential in this
industry for helping to meet the need for expanded job opportunities for
Negroes. The ratio of nonwhites to total employment in the industry increased
from 4.69 in 1962 to 5.3% in 1964 and 8.09 in 1966. (Table 8) Both males and
females have participated in the sharp rise: Males boosted their ratio-from
6.49 in 1962 to 10.09% in 1966 while females rose from 2.5% to 5.3%. While later
statistics are not yet available, our observations indicate that the ratio of non-
whites to total employment in the industry now exceeds 10%.

'SUMMARY AND RECOMMENDATIONS

Import quotas on synthetice fibers and all textile products are needed to pre-
vent the crisis confronting textile workers from causing the destruection of
thousands of jobs and creating severe distress in many textile communities.
The Government has recognized the special vulnerability of the textile and
apparel industry to disruption from imports from low-wage countries. A system
for regulating imports of cotton products through international arrangement has
been effectuated but no controls have been instituted for manmade fiber and
wool products. Consequently, import of these articles are threatening to engulf
the domestic market. The tariff mechanism is inadequate to deal with this situa-
tion. Adoption of import quotas is essential to safeguard the jobs of 214
million textile and apparel workers in the United States.

The special character of the textile work force makeg government action
imperative. The industry is predominantly located in small towns, where
alternative employment opportunities are not available. The age, sex, educational
and skill characteristics of the labor force all militate against mobility. Con-
sequently, the dislocation of textile workers would lead to persistent unemploy-
ment and human suffering.

Preservation of the textile industry is clearly in the national interest. The
industry is essential to the national defense. Moreover, it has a major con-
tribution to make in helping ito meet the critical manpower problems confronting
the nation. It should be encouraged' to fulfill its historic role of serving as a
meang of entry into the industrial labor force for people with little or no in-
dustrial experience.

3 Report on Manpower Requirements, Resources, Utilization and Training, U.S. Depart-
ment of Labor. April 1967, p. 106.

31 Negro Employment in the Textile Industries of North and South Carolina, BEqual
Employment Opportunity Commission, November 1966, pp. 49-51.
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TABLE 1.—Distribution of employment in tewtile mill products industry by
size of labor area, 1966 )
Area Employment

Area Employment
United States 961, 500 Major labor areas—Continued
_— New York:
Areas outside of major labor Albany-Schenectady-
areas? 635, 500 TLOY e 4,100
Major labor areas® ——____._ 326, 000 New York City_————_- 41, 000
£ Utica-Rome _________ 1,300
Arkansas: Little Rock- North Carplina:
North Little Rock______ 1, 600 Asheville —__________ 3, 500
California : Charlotte . ______ 8, 300
Los Angeles - Long Greensboro-High
Beach ____________ 5, 800 Point 17, 700
San Francisco-——-__ 800 Winston-Salem ______ 10, 400
Connecticut: Hartford-- 3,200 _Durham 3,200
Delaware: Wilmington_- 1,400 Qhio: Cleveland . ______ 5, 600
Georgia : Oregon : Po?tland ________ 2,300
Atlanta ____________ 7,100 Pennsylvania :
Augusta . _______ 10, 100 Allentown-Beth-
Columbus . ________ 10,100 Easton - __________ 6, 600
Macon . ____ 2, 700 Lancaster e 2,100
Tilinois: Chicago________ 3, 000 Philadelphia — - 28, 188
Maryland: Baltimore____ 1,800 Reading oo 9,7
. Seranton . _______ 2, 700
Massachusetts: Wilkes-Barre.
Boston _____________ 6, 200
. Hazleton —________ 3, 400
Fall River__________ 3, 300
: York o ___ 3, 800
Lawrence-Haverhill _ 3,300
Altoona ——__________ 1,700
Lowell ————oooeem 4,100 South Carolina :
New Bedford .______ 3, 200 ?
4 N Greenville - _________ 24,200
Springfield-Chicopee-
Holyok 3. 300 Pawtucket —_________ 22 600
W o ytz € —mmmmmmee 2’ 60 South Carolina : Greenville 24 200
orcester --—----—- » 600 Tennessee :
New Hampshire: Man- Chattanooga ——————_ 11, 000
chester _______________ 3, 000 Knoxville - 4,900
New Jersey: Nashville ——————_____ 2, 900
Jersey City_—________ 5, 200 Texas:
Newark ____________ 3, 700 Dallas - 800
Paterson-Clifton- Pas- Houston ——————————__ 800
saie 13, 500 San Antonio —________ 700
Perth Amboy - New Wisconsin: Milwaukee -__ 1,440
Bruswick _________ 1, 400 Puerto Rico: San Juan___ 800

1 Magjor Labor Areas are descignated by the Bureau of Employlment Security for monthly
classification according to the adequacy of their local labor supply.

Source : United States Department of Labor.

TABLE2.—DISTRIBUTION OF TEXTILE PRODUCTION WORKERS BY TYPE OF AREA AND INDUSTRY DIVISION, 1964-66

Number of workers Percent
. in nonmetro-
Industry division Date of survey Metro- Nonmetro- Total politan
politan politan areas
areas! areas
Cotton textiles. ... .. ... September 1965._____ 50, 888 168, 589 219,477 76.8
Synthetic textiles. . .. ... s [+ S, 31,545 68,808 100, 353 68.6
Woolutextnles yarn and broadwoven fabric September 1966__.__ 13,161 28,604 41,765 68.5
mills
Hosiery:
Women's__ 14,872 29,453 44,325 66.4
Men's.___ , 13,774 21,223 64.9
Children’s_____ 3,721 3,643 17,364 78.6
Textile dyeing and finishing 25,761 29,013 54,774 53.0
Total of above_ ... 147,427 351,884 499, 821 70.5

1 Refers to standard metropolitan statistical areas as defined by the U.S. Bureau of the Budget.

Source: Bureau of Labor Statistics, U.S. Department of Labor.
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TABLE 3.—COUNTIES IN SOUTH CAROLINA WITH TEXTILE ESTABLISHMENTS, MARCH 1966

Textile mill products Al Ratio of textile
manufacturing to manufacturing
County Number of Employment  industries— employment
establishments employment (percent)
6 3,016 3,889 78
14 6,088 15, 867 38
2 1 730 35
35 13,754 19, 898 69
1 1 1,219 16
1 1400 1,452 28
1 1400 903 44
3 862 1,637 53
1 11,087 10, 820 10
it &85 4T 8
hesterfield_ 14 1,863 3,560 52
Darlington..._. 4 426 6, 885
Dillon____. 3 11,272 2,253 56
Edgefield_. 2 1 1,600 29
e BT B %
orence 3
Georgetown... | 2 11 3,542 13
Greenville. .. ‘ 50 19, 447 40, 669 48
T ——— ST i
ershaw.. . 3 3
Lancaster. 3 6,766 8,815 7
II:aurens.._ 1? 41,640 8, gl4 g?
€6
T B, i
arion_.... 8
Marlboro. _ 9 3,310 5,016 66
McCormick 1 1750 857 88
gewberry. ______ ; 11,998 g, g?g gg
CONEE . - oo oo oo 3
Orangeburg__ 3 ’ 7,398 12
Pickens. __ 19 4,612 11,957 38
sRI?h:iand 2 13,199 l(l), §19 g%
aluda____ , ’
gparttanburg. ...... 4; 21], 328 3%, %25 (li(ii
umter... y
Union__. 9 5,176 5,700 91
Williams 1 1200 1,614 12
ork.. 25 10, 593 16,102 66

1 Estimated from South Carolina Department of Labor data.
Source: Bureau of the Census, U.S. Department of Commerce, except where otherwise indicated.

TABLE 4.—DISTRIBUTION OF TEXTILE EMPLOYMENT BY COUNTY, SIZE OF MANUFACTURING EMPLOYMENT, AND
RATIO OF TEXTILE TO MANUFACTURING EMPLOYMENT, SOUTH CAROLINA, MARCH 1966

Textile employment in counties with Ratio of

specified ratio of textile to manufacturing Employment textile to

 employment manufac-

Manufacturing employment in county - turing
Lessthan 25t049 50to 74 75 percent Manufac- employ-
25 percent percent percent and over Textile  turing ment
i (percent)
Less than 2, 000 400 1,719 1,883 750 4,752 12,219 39
2,000 to 3,999.__ 1,023 .. 6,633 3,016 10,672 21,937 49
4,000 to 5,999... 615 2,221 3,310 10,059 16,205 26,640 61
6,000 to 7,999__ 2,418 ... ____. 4,163 _________._ 6, 27,329 24
8,000 to 9,999__. 1,422 __________ 9, 885 6,766 18,073 34,508 52
10,000 to 14,999 , 087 7,811 7,568 ... 16,466 47,093 35
Subtotal ... . 6,965 11,751 33,442 20,591 72,749 169,726 43
15 000t019.999_ ... 6,088 24,347 __________ 30,435 51,867 59
20,000 and over-.. ..o . 19,447 21,328 ... 40,775 . 72,894 56
Subtotal_ . 25,535 45,675 __ _______ 71,210 124,761 57
Grand total_____ 6,965 37,286 79,117 20,591 143,959 294,487 49
Percentage distribution of textile em- i

ployment______ ... 4.8 125.9 55 14.3 100 ool

S

Source: Bureau of the Census, U.S. Department of Commerce and South Carolina Department of Labor.
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TABLE 5.—EDUCATIONAL LEVELS OF TEXTILE MILLWORKERS AND PERSONS EMPLOYED IN ALL MAN-
UFACTURING INDUSTRIES AND IN THE CIVILIAN LABOR FORCE BY OCCUPATIONAL GROUP, 1960

Median years of school completed Ratio of
. textiles to all
Occupational group Textile mill All Civilian ~ manufacturing
roducts  manufacturing labor or civilian
ndustry industries force labor force
(percent)
Craftsmen, foremen and kindred workers: Male. . 18.1
Operatnlres and kindred workers:
1
Dyers 8.7
Knitters, loopers, and toppers 9.0
8.1
8.4
Female. . .
Knitters, loopers, and toppers.......

Spinners___ ... _____________

NN

9.
7.
(1] £ 8.
Operatives and kindred workers: 2
ale. - ol 8.2 9.4 .. 87
Female. ..o 8.8 9.3 e 95
Laborers, NEC: 2
Male - il 8.0 8.7 it 92
Female_ il 8.4 9.3 ... 97

1 Loom fixers. ’
2 Not elsewhere classified.

Source: U.S. Census of Population, 1960, vol. PC(2) 7A, Occupational Characteristics, table 9.

TABLE 6.—PERCENTAGE DISTRIBUTION OF EMPLOYED PERSONS BY OCCUPATION, MANUFACTURING6 AND
TEXTILE MILL PRODUCTS INDUSTRY, 1960

Occupation Manufacturing  Textile mill
products

Professional, technical, and kindred workers_ ... 1.6 1.8
Managers, officials, and proprietors...__._.._...._. 5.1 2.8
Clerical and kindred workers_ ... 12.0 7.6
Salesworkers_........._. [ 3.8 1.2
Craftsmen, foremen,-and kindred 19.6 11.9
Operatives and kindred workers 42.6 66.6
Service workers 1.6 1.8
5.9 4.0

1.8 2.2

.................................................................... 100.0 100.0

Source: Computed from U.S. Census of Population, 1960; vol. I,*‘Characteristics of the Population,” table 209.
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TABLE 7.—REGIONAL DISTRIBUTION OF TEXTILE EMPLOYMENT, MARCH 1966

Textile mill products Textile, apparel & man-made
fibers

Employment Percent Employment Percent

United States. ... .. _____ - 927,432 100.0 2,389,761 100.0
Northeast___ e 251,915 27.2 914,754 38.3
New England. ... ____________________________ - 96, 300 10.4 180,878 7.6
15,967
12,723 _.
, 28
194,648 __
| 125,875 _.
Connecticut. ... . _______________ 129 379
Mid-Atlantic... ... L 733,876
New York.. 1375,453
New Jersey_.. 106,795
Pennsylvania 1251, 628

630, 336 68.0 1,189,090
1,639 16,605
2,773 _. 129,220 __.
40,072 __ 191,180 __.
1,537 9, 351
246,000 __ 1316,542 ...
141,199 __ 1190,469 ..
104,988 __ 1168,573 ___
1,932 124,423 ___
2,793 128,364 _..
30,832 117,201
38,875 180,837 _
Mississippi- 6,464 39,18
Arkansas.__ 3,360 16,278 _
Louisiana. _ - 306 16,901
Oklahoma.. - 595 __ 6 913 -

T SR 145,181 1 285, 917

1 Partially estimated.
Source: Bureau of the Census, U.S. Department of Commerce, except where otherwise indicated.

TABLE 8.—RATIOS OF NONWHITE EMPLOYEES TO ’I"OTAL EMPLOYMENT, TEXTILE MILL PRODUCTS INDUSTRY
1962-66

[In percent]

1962 1964 1966
6.4 6.8 10.0
2.5 3.6 3
4.6 5.3 8.0

Source: Bureau of Labor Statistics, U.S. Departmenf of Labor.

New Yorx, N.Y., June 14, 1968.
Hon. WiLBUR D. MIiL1s,
Chairman, Committee on Ways and Means,
House of Representatives,
Washington, D.C. :

DEAR MRr. MiLs: This statement is filed with your committee in lieu of per-
sonal appearance by the International Ladies’ Garment Workers’ Union, AFL~
CIO, and the Amalgamated Clothing Workers of America, AFL-CIO (hereafter
referred to respectively as ILGWU and ACWA) in connection with the hearings
on the balance of trade between the Unlted States and foreign nations.
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The apparel industry plays a unique role in the American economy as a major
source of employment of women workers in widely scattered localities through-
out the nation. At the same time, it is an indigenous industry that supplies
essential commodities to the American publie. It is the industry that has demon-
strated to the world that ready-to-wear garments can be produced at low com-
petitive prices and, at the same time, meet the highest standards of fashion.
It is highly competitive, with narrow margins of profit on its sales dollar. De-
spite the presence of some larger garment companies, the industry continues to
be a mainstay for the small enterpreneur. It is one of the very few industries in
the United States in which the intensity of internal competition is sufficiently
strong to eliminate the need for imports as a discipline to assure best values
to the consumer.

As a result of the peculiar characteristics of the apparel industry, it is urgent,
in the national interest, that it be safeguarded against the impact of cut-throat
foreign competition, much. of which originates in the lowest wage areas of the
world, and against the destructive consequences that would follow as some
irresponsible domestic firms yield to the temptation to produce garments abroad
for export to the United States. A detailed discussion of the economics of the
apparel industry and the many problems it faces in the domestic market, in-
cluding those caused by the recent avalanche of imports, are presented in Exhibit
1: “Domestic Apparel Industry: Economic Background and the Impact of Im-
ports”, attached herewith as an integral part of our presentation. In view of the
high degree of import penetration, which approximated 16 percent of domestic
production in 1967 (and which continues to grow even higher) as compared with
only four percent a decade earlier, prompt action by the United States is essential
to prevent market disruption and insure orderly trade. Unless the executive
branch of our government can negotiate satisfactory international arrange-
ments—with or without the assistance of a congressional mandate—to regulate
all trade in apparel and textile products, irrespective of the fiber from which
they are made, there is no alternative to legislation by the Congress to safeguard
the industry and the jobs of workers employed by it.

It is most unfortunate that the Tariff Commission, in its two volume report
on apparel and textile industries prepared at the request of the President and
the Chairman of the Ways and Means Committee of the House of Representa-
tives, missed the opportunity to explore in depth the special problems and char-
acter of the apparel industry. It is the considered judgement of the ILGWU
and the ACWA that the Commission’s report failed to present a comprehensive
unbiased picture of existing conditions and prospective developments in the
apparel industry, as can be seen from Exhibit 2: “A Brief Appraisal of the
Tariff Commission Report on Textiles and Apparel”, attached herewith as an
integral part of our presentation.

The concern of the ILGWU and ACWA and their respective membership is
expressed in the resolutions introduced and adopted at their recent conventions
and attached herewith as an integral part of our presentation as Exhibits 3 and 4.

The two organizations urge your committee to take account of the special
nature of problems facing the apparel and textile industries in the United States
and to act promptly to safeguard them from future erosion. A vast number of
manufacturing jobs are at stake, jobs that are vital to the economy of the
United States if it is to assure a broad spectrum of employment opportunities
essential for the health of our complex industrial society. Unless there is de-
cisive government action, the tendency of domestic firms to transfer their oper-
ations abroad will grow, adding to the already increasing stream of imports.
The trend is irreversible. It can only be checked by government action to safe-
guard the domestic apparel and textile industries against unfair competition
from substandard labor conditions in foreign countries.

MriLToN FRIED,
Director of Research,
Amalgamated Clothing Workers of America, AFL-CIO.
LAzZARE TEPER,
Director of Research,
International Ladies’ Garment Workers Union, AFL-CIO.
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This analysis of the apparel (knit and woven) industry, including
a review Af the present and prospective impact of imports on the domestic
industry and its workers, is offered on behalf of the Amalgamated
Clothfng WOréers of America (referred to hereafter as ACWA) and the
International Ladies' Garment Workers' Union (referred to hereafter as
lLQWU).l/ The two labor organizations represent over 850,000 workers
engaged in the production of men's, boys', women's, misses!, girls!,
children's and infants' apparel and apparel accessories made by cuttiné
and sewing woven and knit textile fabrics, by knitting from yarn, or
by cuttjng, sewing, cementing or fusing Felated materials such as
rubberized fabrics, plastics and leatber. These members work in every
state of the Union in which apparel (knit and woven) is produced in
significant amounts, as well as in the Commonwealth of Puerto Rico and
the Virgin Islands.

The apparel (knit and woven) industry is an indigenous industry.

Mass production of ready-to-wear garments was developed in this country.

1/The industry referred to in this analysis as the apparel (knit and
woven) industry is made up of establishments and firms producing
garments and accesscries for men, boys, women, misscs, girls, children
and infants by cutting and sewing woven and knit textile fabrics, by
knitting from yarn, or by cutting, sewing, cementing or fusing related
materials such as rubberized fabrics, plastics and leather. It does
not include such items as hosiery, hats, caps, furs, handbags and
similar items. The L-digit S.1.C, classifications or portions thereof
that correspond to this definition are listed in Annex A. The available
statistical information, it should be noted, does not always strictly
conform to the definition of industry given above, but the definition
conforms closely to the industry with which the ACWA and the ILGWU
normally deal and in which their members work. Yet in view of the
substantial similarity in the characteristics of the different branches
of the industry, the minor differences in coverage and definition do
not affect the validity of the analysis as applied to the industry
defined above.
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From the iatter part of the 19th century, the industrf grew steadily'
over the years, supplying the apparel needs of the American people,
bofh civilian and military. By developing the science of pattern
making which made mass production:possiblg, by helping té standardize
sizing, by offering a large vériety of designs and styles to satisfy
a broad spectrum of consumer tasté and by promoting the acceptance of
ready-to-wear garments as distinguished from made-to-order clbthing,
the industry built up the existingimass market for apparel. Moreover,
‘it demonstratéd to the world that rea&y—to-wear apparel could be produced
~ economically and, at the same time, meet the highest requiremenés of
fashion. The industry is currently the world's largest producer of
ready- to~wear garments. The bulk §f its production is sold to domestic
consumers. In 1967, the industry's doflar volume of sales approximated
$14 billion at wholesale. v
. Frém the March 1968 data cqmbiled by the Bureau of Labor Statistics,
employment in the apparel (knit and woven) industry can be estimated at
1,400,000 production and non-production employees. For the most recent
picture of the distribution of the industry's employment in the various
areas, the only available statistics are data complled in County Business
Pattérns by the Bureau of the Census from Social Security re;ords. In
mid-March 1966, as can be seen from Annex B, the industry was made up of
some 29,000 establishments employing/apprqximately 1,600,000 persons in

production and non-production jobs:- Its plants were located inAevery

2/Variations in data applicable to the apparel (knit and woven) industry
arise occasionally because of the unavailability of statistics which
conform precisely to the definition of this industry. To approximate
the correct figure, data were either combined for SIC 23 and SIC 225
grceggg data for SIC 239 were subtracted from the total for SIC 23 and
1 . :
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State, Puerto Rico and the Virgin ls]énds, with only a handful of areas_
haviﬁg employment of under 1,000. Typicélly, however, the plants of the
industry were concentrated either in a relatively small number of urban
centers in which the industry provided a majbr‘sourte of jobs for the
type of workers it employed, or €lse. they were located in the smaller
scattered communities in which not infrequeﬁtly the garment manufacturing
plant provided the only or key source of jobs.

Over 660,000 apparel (knit and woven) workers, or LO percent.of the
number of them working throughout the nation, were employed in 42 standard
Metropolitan Statistical Areas in which they represented‘at !easf;ten
percent of manufacturing employment. While the relative importance qf
apparel (knit and woven) employment varied in these standard Metropolitaﬁ.
Statistical Areas up to 54 percent, for the 42 Areas as a whole appafel
(knit and onen) workers accounted for one-fifth of manufacturéng jobs.
The remaining 970,000 workers in the industry were employed elsewhere
throughout the country, to a considerable degree in small communities
(for details, see Annex C).

There are three types of firms in the apparel (knit and woven)
industry. -Some firms are manufacturers.. They purchase raw materials,
employ production workers in their own plants to produce apparel and
otherwise perform all the manufacturing functions. Others are jobbers
or converters (the term !'jobber' as used in the apparel industry is
entirely different from the term used in wholesaling where the word
njobber" is used to describe firms or persons assembling job lots of

merchandise from different sources solely for the purpose of resale).
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Jobbers or converters in the apparel (knit and woven) industry pgrforh
all the entrepreneurial functions of a manufacturing company. They buy
raw materials, develop designs for the products that are to be manu-
factured, méy do some processing of the raw matérfals in preparation for
the manufacture of the final produét, and sell the finished product to
whole;alers or retailers, The act@al making of the garments or processing
of.raw materials such as yarn, in whole or in part, is done for them
however by firms known as contractors. These contractors provide the
facilities and personnel needed to produce garments to the specification
of the jobbers from materials owned by the latter. Contractors may also
receive work from manufactu}ers in the industry seeking to supplement
their own capacity to meet temporary or permanent demands on their firms.
The contracting system, at ti&es referréd to as the "outside system
of production', is a basic charactéristic of the garment industry not only
in the United States but elsewhere. It makes for great flexibility in
increasing and decreasing the supply of garments. It permits firms in
the industry to expand output easily by spreading production over a large
number of relatively small producing units. On the other hand, when these
firms have no need for the additional production assigned to contractors,
the costs of carrying the resulting idle capital equipment are, in effect,

transferred to the contractors.

The operation of the contracting system as an essential component
of the nation's apparel-producing machinery has been the source of many

-of the evils which have historically beset and continue to plague the



2648

garment industry and its workers. 1t has been a mechanism for shifting
production from one area to another in quest of competitive advantége,
particularly labor cost advantage, and has thus been a factor in the
geographic instability of the industry. It has had‘the effect of lowering
the capital investment required for going into the apparel business by
making it unnecessary for entrepreneurs entering it to own their own
plant and equipment and hire their own workers. This has facilitated
the flow into the inaustry of small investors, contributing to the cut-
throat competition and instability trqditional]y associated with the
fndustry. Thé contracting system, moreover, has stimulated strong downward
pressures on wages and working conditions by permitting jobbers and manu-
facturers to play off against each other the contractors, who typically
are more numerous and economically weak and ready to underbid each other
to get work. Then, in order to produce the garments at the reduced bid
prices, the contractors, in turn, shift the pressure to théir workers by
reducing wages and cutting labor standards. "When work is scarce, as it
usually is, except for a few weeks in the season,' stated a report of the
Governor's Advisory Commission investigating the women's coat and suit
industry of New York, ''the workers are told that in order to meet the
exigencies of price competition and to bring some work into the ghop
they must enter into secret arrangements contrary to the minimum labor
standards which have been agreed upon," )

The average establishment in the industry islsmali. This can be

readily seen from Annex B which shows that in mid-March 1966, the average
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establishment had only 57 productiqn and non-prﬁduction employees
(including those employed in executive, admiﬁistrative or professionaf
capacity), and this ét the peak of | the spring season when employment is
normally higher. While the average size of establishments varies between
the several areas, in all cases th; average is below the lowest level
used by the Small Business Adﬁinistration in defining small business,
Although these statistics provide information on an establishment rather
than on a company basis, they are ;ignificant because the number of
estéblishments operated by the average company in the apparel (knjt and’
woveh) industry isvonly fractionally greater than one. {his can be seen
from Annex D, which provides inforﬁation on the average number of establish=
ments per company based on the latest Census of Maﬁufa;tufes. 1t showed
that the average number of establishments owned by an average company in
the industry in 1963 ranged from a 'low of one to a high of 1.53, depend-
ing on the branch of the industry. Were more recent‘figures available,
they would not be materially diffefent.

As might be expected, the smaller firms predominate numerically
in the industry. This‘is apparent from Annex E which providgs Census
data on the distribution of companfes in the different branches of the
industry classified by the number of persons on.their payrolls. Depending
on the branch of industry, the number of companies with less fhan 50
employees ranged from a low of 29.3 percent to a high of 97.9 percent,
while the number of companies with less than 100 employees ranged from a
low of 48.1 percent to a high of 99Ll percent.

A somewhat different herspective on the size of the individual firms

in the apparel (knit and woven) industry is provided by data compiled by
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the National Credit Office, which periodically collects information on

) the number of jobbers and manufacturers in the industry classified by

their doliar volume. The latest available tabulation is for 1963, It
shows that in that year 62.1 percent of compan@es in the apparel (knit

and woven) industry did an annual volume under $1,000,000 whfle companies
with business ranging from $1,000,000 to $2,§00,000 represented 22.6
percent of those in the. industry. Only 9.0 percent of the companies

we;e in the $2,500,000 to $5,000,000 range and 6.4 percent did a volume

in excess of $5,000,000. All of these figures attest to the predominantly
.small business character of the industry.

As a result of the small size of the typical undertaking‘in the
industry and the large size of the nationwide market for which it is
producing, establishments in the apparel (knit and woven) industry of
the United States tend to be highly specialized. The typical establishment
either produces a single generic product, or else a small number of closely
related ones. Thus, an establishment which manufactures ladies' coats is
not likely to produce blouses or skirts, while another establishment engaged
in the production of men's suits does not make men's shirts or ties. This
high degree of specialization characteristic of the industry in the United
States is not paralleled abroad, where it is much more usual for establish-
ments to producé a wide range of garments,'switching from one to another.

The extent of specialization in the United States is indicated by
data collected in the course of the 1963 Census of Manufactures which are
summarized in Annex F. Depending on the branch of the industry, primary
product§ represent 79 to 98 percent of the total value of shipments or

production in the particular branch of the industry.
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‘Specialization is not limited to individual establishments or even
’ companies: Similar specialization exists at the retail levels, where
buyers tend to specialize in the purchase and handling of a limited line
of products. In many cases, sbecialization is not even as 5road as a

generic product, but is narrowed further by United States buyers and

producers of apparel (knit and woven) who specialize in handling specific

ranges of quality or price ranges of a given product. This makes it

difficult to switch production, whether it be to the same item in a price

range distinctly different from the ones they have been producing, or to

entirely different items. The switch involves not only formidable produc-

tion obstacles, but the need to develop a new network of personal retail

relationships because the people with whom they are accustomed to deal

3/

are not the ones in the market for:the other types of goods.
The small size of the average firm in the apparel (knit and woven)
industry is related to the industry's relétively simple ‘technology.
Most of the machines in actual use are fundamentally mechanized tools,
the handling of which can be mastered within a relatively short period
of time. The basic piece of equipment is the sewing machine, the
design of which has remained substantially unchangedvthroughout this
century. At the same time, the addftion of auxiliary equipment and
increased subdivision of labor has éimplified operations,in garment

production. The same is true for most other equipment utilized

3/Even the larger apparel companies, which produce and market a wider
range of products, tend to have their individual establishments
specialize in the production of a single product or a small number
of very closely related products, and tend to maintain separate sales
organizations to handle the distribution of different products.
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in the industry. Most of it is worker~-paced rather than automatic,

and does not require substanﬁial capital investment. Thié makes

it possible to set up garment productfon with relatively little

capital resources, a phenomenon that is further facilitated by the
existence of specialized contractors who provide service on such work
as may require pleating, curing permanent press garments, or other
specialized tasks. The fact that apparel manufacturing equipment caﬁ
frequently be purchased on an installment plan or rented, and{ in the
case of contractors, the fact that they have no need to invest in
inventory since they obtain the bulk of their raw mate?ial'fﬁqm jobbers
or manufacturers, helps to keep low the amount of capital required to
enter the apparel (knit and woven) industry. Dun & Bradstreet sﬂows;'
for example, that net worth required by jobbers and manufacturers in
the industry ranges, on the average, from 9.6¢ to 27.6¢ per each dollar
of sales. A similar study.made by the National Association of Bank
Loan Officers and Credit Men showed that in the case of companies with
assets under $250,000 average net worth per dollar of sa]e; ranged

from 12,3¢ to 21.3¢ depending on the.branch of the induétry; from 10.9¢
to 23.8¢ in the case of companies with assets of $250,000 to $1,000,000;
and from 17.9¢ to 29.4¢ in the case of the larger companies (for details
see Annex G).

A small firm in fhe apparel (knit and woven) industry has a
reasonable chance of success, irrespective of the size of .its capital
assets, in éhe competition with larger companies. Much depends on the
ingenuity of its principals in meeting market demand, in anticipating

fashion develcpments and in providing the ultimate consumers of their



’ 2653

products with good value, ‘The roéd is, of course, risky: There
are many firms in the industry competing for the same business.
Even in the absence of low wage cdmpetitién from abroad, many
companies succumb in the process.j We estimate business turnover
in the industry today (including diséontinuances and‘transfers) ét
approximately 18 percent per year.‘ .

The comparatively simple.technology, the modest capital and
skill requirements and the ability of smaller firms to compete
succéssfully against larger ones sérves to make relatively easy the
entry of néw firms iﬁto the industr; and, at the same time,‘tp
stimulate the competitive environmént in whi;h the individual firms
in the industry function. One of Fhe consequences has been the
_tendency of the industry to suffer from chronic overcapacity. At
the same time; these ;haracteristiés have permitted the industry
to increase its output very rapfdl?, virtually overniéht, either
in response to changes in demand, or as a result of the constant
search for competitive advantage, and without attention or regard
to the resulting d}sruption of markets. This has been a coﬁstant
source of instability in the domestic industry, whjch has»béen
] intensified in recent yeérs by the;ease with which layge‘quantities
of imports are turned on and off..

The characteristics préviously mentioned --- simplé teéhno!ogy,
modest capital and skill requnrements, ease of entry, smal] firms

" producing for a potentnally large market --- have made the apparel

o (knut and woven) |ndustry one of the most competitive in the
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nation. The large number of small, privately owned or control]éd
firms, each seeking to outdo the other, intensifies rivalry for
business. Competition is not confined to producers manufacturing

the same type of products, but extends to firms.making other types

of garments which can be substituted. - Companies making overcoat

and topcoats compete with those making raincoats, car coats and

other types of sportswear. Companies making dresses face competition
from those making skirts, blouses, sweaters, suits, slacks and other
sportswear items.

The éffects of the intense competition in the industry are
manifold. It contributes to high business turnover and general
instability. It spurs individual firms to utilize their know-how
to attain the highest productivity possible in order to survive
in competition with their domestic counterparts. It also provides
internal discipline that keeps prices in line with cosgs and prevents
unwarranted price increases. This is manifest in the long-term
behavior of price indices for apparel as compared to overall price
movements. Thus, the Bureau of Labor Statistics shows that wﬁolesale
prices of apparel in 1967 weré only 2.6 percent higher than in 1951
as compared with a 10.3 percent increase in wholesale prices of all
items (see Annex H). During the same period, p;ices of apparel at
retail, where price discipline is not as effectively ex;rcised,
rose 8.7 percent as compared with a 28,5 percent increase in the

Consumer Price Index (see Annex I).
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As a result of the industry's‘competjtiveness, its profit
margins on the sales dollar are the lowest in all manufacturing.
An examination of quarterly data compiled by.the_Federa] frade
Commission and the Securities and'Exchange Commission, shows that
profits in the apparel industry were 2.9 percent of the sales
dollar after taxes in the last quarter of 1967 as compared with
5.5 percent for_aif.ﬁondurab]p goods industries and 5.0 percent:for
durable goods industries (see Annex J). Moreover, data gathered
by the National Association of Bank Loan Officers and'CFedit Mén for
thé purpose of evaluatiﬁg the "heal;h” of applicénts for credit,
show that profit margins are not significantly diffefentvin the
different branches of the industry or as between combanies of
different size (see Annex K).

One of the most significant faﬁt&rs in the competition among
domestic firms in the industry is }ts cost structure in which
labor cost represents a very high proportion of the sales dollar.
Wages and salaries, depending on the b;énch of the industry, range
from an average of 22,6 percent to 38,0 percent of the value of the
producf_ (see Annex L). Tﬁe particular ratios.represent labor costs
incurred directly by manufacturers and jobbers (or converters) as
well as the labor expenditures incurred by their contractors. In
the case of'contracting establishments, which are basically purveyors

of labor service, labor costs are substantially higher, ranging from

L/Wage and salary costs in relation to value added in the different
branches of the apparel (knit and woven) industry range from
L49.6 to 6L.2 percent.
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60 to.80 percent of their total receipts. In view of this cost
structure and the competitive nature of the industry, the differentials
between domestic labor costs and labor costs in the countries which
export apparel to the United States fake on a critical significance.
The problem is magnified by the fact that wages and salaries are the
major item of cost subject to management control. While material
costs (including the cost of parts, containers, fuel, electricity
and other supplies) loom larger than the outlays on wages and salaries,
the prices of material are not subjéct to control by the apparel
manufacturer and tend to balance oﬁt to no special advantage of any
particular firm (see Annex L).

Because of the cost structure of the industry, a firm which
obtains lower wage costs obtains a substantial advantage over
competitors., In view of the highly competitive nature of the
industry, this advantage, however, is not typically retained as
profits. Often it is utilized to spur more intensive competition,
through price concessions, through increasing the quantity of
labor or material input of the garment, or through increased‘
expenditures for advertising and product promotion. The result is
continuous pressure on other firms in the industry to seek lower
labor costs. .

The constant pressure to cut labor costs is the economic basis
for the sweatshops which once characterized the production of
apparel (knit and woven) in this country and for the many sweatshops

that continue to operate abroad in this industry. In response to
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publig‘opinion, and as a by-product of the deve]opmént of strong
unions in the apparel trades, the'sweatshop was finally eliminated

in the United States. It is now a matter of public policy, recognized
in the Fair Labor Standards Act as well as other legislation, that
labor conditions detrimental to the maintenance of the minimum
standard of living necessary for health, efficiency, and general
well-being of workers are not acceptable iﬁ this country. Nevertheless,
powerful pressures to compete unfairly in terms of labor cost continue
to plague -the industry. It is the economic basis for the industry's
continued high degree of geographiciinstability, with its wasteful
transfer of production and employment from one area at the cost of
idle facilities and unemployment in'another. Today there is a érowing
tendency for some entrepreneurs either to establish their own plants
abroad or foster foreign operations; particularly in the low-wage
areas of the world, for the production of apparel for export to the
United States,

The ease with which inexperienced workers in the apparel (knit
and woven) industry can be trained on the job within a short time
permits new firms to open up in areas where there are no experienced
workers and permits existing firms to expand output by hiring persons
with no prior training or industriaj know-how. This is due in large
measure to fhe fact that most of the tasks performed by workers in the

industry do not fall into the skilléd category. With the development
of technology, such skills as may once have been required in the
industry have been diluted by new pfoduction techniques, by minute

subdivision of labor, and by the resulting specialization which calls
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'for fhe,performance of highly simplified tasks. In the case of
'sewing machine operators, for example, the work is subdivided to .
such a dggree that most operators méy do no more than sew single,
short—rdn seams on garment parts. Once the elementary instruction
in the handling of a sewingvmachine is given to an inexperienced
worker --- and it requires very little time --- the rest of the
learning process consists of a‘progresgive and relatively rapid
écquisition of maximum oﬁerating speed. It is not surprising, there-
.foré, that the performance of most of the tasks in the industry do not -
call for high educational attainment. Data derived from the 1960
Census of Population for the apparel (knit and woven) indﬁstry's labor
force demonstrate thét one out of every four persons failed to complete
primary schooling and that virtually three out of every four persons
did not complete high school education.2/
A few other figures bearing on the profile of the industry's
personnel can be cfted. Approximately LO percent of them are 45 years

1/

6/
of age or over.™ Around 30 percent of them live in rural communities:
" About eight out of ten persons on the payrolls of the industry are female:§/
About one-third of them are either single, widowed, divorced or separated:sl

Most of the women in the industry are not casual workers.

5/The above information is for labor force engaged in work on apparel and
other fabricated textile products and knitting mills (U.S. Bureau of the
Census, Census of Population 1960, Industrial Characteristics, PC(2)7F,
Table 21). '

6/Data are for the employed wage and salary earners (Ibid., Table 5).

7/Data are for the employed labor force (Ibid., Table 1).

8/U.S. Bureau of Labor Statistics, Employment and Earnings Statistics for
the United States, 1909-1967, Bulletin No. 1312-5 (data for SiC 23 and
225). o

9/Data are for employed women (U.S. Bureau of the Census, Census of Population
1960, Industrial Characteristics, PC(2)7F, Table 20).
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Their work is essential to supporf themselves and their dependénts.
This has been demonstrated by a study conducted by the Women's
Bureau of a sample of the ILGWU membership. For every 100 women
who repoFted, 64 supported or pargly supported dependents (inclu&ing
children, husbands, parents or otHer Eelatives) in addition to
suppofting themselves. More married women .than single used all of
their earnings for daily living, frrespeétivé of whether the
particular woman was or was not the sole support of the family.lg/
Nearly one~third of the women had~5t least one other person to support,
one~fifth had two and one-eighth of them had three or more persons to
support.ll/ |

These statistics are indicative of the type of workers that
readily find jobs fn this industry. They have very few alternative
opportunities for employment. For‘the most part, they are women whose
family ties prevent geographic mobility., Many of them share characteristics
which recent experience indicates mark persons in the ranks of the
hard-core unemployed. It is particularly significant, therefore, that
theAapparel (knit and woven) industry provides one out of every four
jobs in the manufacturing sector of the economy for women workers and
is the Iargesf single employer for women seeking factory<work.lz/The

industry thus performs a dual function in the economy. On the one

hand, it provides the American people with a basic necessity. On the

10/U. S. Women's Bureau, Women Workers and Their Dependents (Bulletin
239, pp. 52f).
11/1bid., p. 17.

12/bata for 1966 in U. S. Bureau of Labor Statistics, Employment and
and Earnings and Monthly Report on the Labor Force, March 1968,

pp. 73ff.
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other hand, it is the source of jobs for a hiuge number of persons
throughout the nation who would otherwise remain unemployed or be
out of the labor force.

The ease with which persons without péior skill or experience
can be employed and trained facilitates the development of the
chronic overcapacity characteristic of the industry. Underemployment
is therefore quite general, even in periods of relative prosperity.
As a result, the unemployment rate in the industry is typically
much higher than for all workers in the economy or those who ére
- employed in manufacturing. The unemployment rate for garment
workers does, of course, fluctuate with changes iﬁ general-eéonomic
conditions as does the réte for workers in all manufacturing., During
the period under Presidents kennédyﬂand Johnson, when the general
economy grew at a much faster pace than in the immediately preceding
years, this improvement was reflected in the unemployment rate for
the apparel indﬁstry as well as other industries. However; as can
be seen from data on the rate of unemployment of experienced workers
or workers covered by unemployment compensation (see Annexes M and N),
the ratio of apparel unemployment to that of manufacturing has been
rising in recent years. This suggests the possibility that the
relative severity of unemployment in apparel when matched against .
unemployment in manufacturing as a whole is rising. The increase in
aﬁparel imports which has been taking.piace in‘recent years seems the

most plausible explanation.
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Under the stress of domestic competition, aggravated by ;ﬁe rise
in imports, wages of apparel workers ‘in this country have fallen behind
the general wage level in this cothry. In 1947, the difference be-
tween the wages of apparel workers and those for all manufacturing was
only six cents an hour. Since then it has steadily widened. The
differential rose in 1956 to 5k ce%ts an hour. In 1967 it rose further
to 80 cents an hour (see Annex 0). The 1967 average wage in apparel
was $2.03 as compared with $2.83 for all ﬁanufacturing. Workers in
‘the apparél.(knit and woven) indus&ry are among the lowest paid in the
nation:lz v ‘

Admittedly, a certain amount was added to the wages of apparel
(knit and woven) workers since thegend of the Second World War in
the form of negotiated, voluntary and legally required fringe benefits.
A periodic study made by the Chamber of Commerce of the United States
showed that total fringe benefit p;yroll additions in the textile and
apparel industries in 1965 amounted to 18.9 percent of payroll, or 38.7
cents per héur (sée Annex P). The corresponding figure for all manu-

facturing was 23.6 percent or 67.6?cents per hour.

13/ Examination of the most recent U.S. Bureau of Labor Statistics,
Employment and Earnings and Monthly Report on the Labor Force,
April 1968, pp. 64ff., reveals that wages lower than in apparel
are found only in a few industries, including retail trade and
services. Average annual earnings for all persons engaged full
time in the apparel and other finished products industry (in-
cluding proprietors, executives, administrative, professional,
technical and sales personnel) are the lowest in all manufacturing

. industry and only exceed earnings of persons in farming, hotels
and other lodging places, medical and other health services, and
private households (Survey of Current Business, July 1967, p. 35).
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The foregoing profile of the appéref (knit and woven) industry
showed its special characteristics --- small firms competing
vigorously with each other, ease of entry into business and high
rate of business mortality, industrial over-capacity, excess
competition operating as a discipline against price increases,
low profitability, easy-to-train labor force, under-employment,
relatively low rates of worker compensation, a work force coméosed
.largely of women for whom little or no alternative employment
opportunltnes exist in the economy, and yet, an |ndustry that .does
provide employment for some 1,400,000 persons,the largest single
employer of women workers in manufacturiﬁg and the major customer
of the domestic textile industry.

In the years following the Second World War, until ve}y recently,
the industry's total employment remained relatiVély stagnant,
fluctuating up and down along a relatively level axis in the wake
of changes in the general economic-conditions. Employment in 1963,
when it approximated 1,345,800 (see Annex Q), was not much different
from 1953 when it approximated 1,344,100. In the last -l] years,
however, largely after the inauguaration of President Kennedy when

* the national econohy began to grow at a more vigorous péce, the
industry added about 130,000 personsvto its payrolls. *Patterns
of employment have not, of course, been uniform in all branches of
the industry. Some branches gained employment and others lost,

partly as a result of shifts in demand due to style and other
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competitfve influences, and partly‘as a result of the growing
volume pf imports. A
The wholesale volume of domestic production of apparel
(knit and woven) has grown at a faster pace. The dollar volume
-ad\./anced from$10.1 billion in '1956 to $13.9 billion in 1967 in
actual prices, and from $10.1 billion to $13.0 billion in constant
prices (§ee Anne* R). Despite deflation of the dollar volume of
shipments by the wholesale price index, the dollar volume figures
in constant prices ténd to overstate the growth in production
because of the tendency of the Ame}icaﬁ public, fostered by the
rise in personal incomes, to switch to apparel of higher quality,
and hence higher price, than they bought previously. This
tendency on the part of the consum;rs to upgrade their purchases.
is widely recognized. Yet data are lacking to enable us to

. 14/
eliminate fully the effect of such uptrading from the statistical

J14/An Tndication of uptrading by consumers is indicated by the data
collected by the U.S. Bureau of the Census on production by price
lines for a limited number of garments for women, misses and juniors.
In 1956, for example, dresses wholesaling by the unit for less than
$6 a piece, constituted 46.8 percent of production as compared with
39.9 percent in 1965. The corresponding figures for untrimmed coats
showed a decline from 45,3 percent to 41.8 percent for untrimmed

- coats wholesaling under $16 per unit; a drop from 61.1 percent to
59.0 percent in the case of suits wholesaling under $16 per unit; a
decline from 49.4 percent to 47.1 percent in skirts wholesaling under
$39 per dozen; and a drop from 57.3 percent to 50.8 percent in the
case of blouses wholesaling under $23 per dozen (U.S. Bureau of the
Census, Apparel Survey, 1957 and 1965). Parenthetically it should
be noted that the Federal Reserve Board index of industrial production
of apparel and its several subdivisions suffers from the same weakness
as the data referred to above.



2664

;eries measuring changes in the real volume of production, such
as the deflateé wholesale values of apparel (knit and woven)
production (ﬁresented in Annex R) which records an advance of
29,0 percent, or an average annual rate of growth of 2.3 percent
between 1956 and 1967. .

Substantially all of the output of domestic industry is for
domestic consumption. Thus, in 1967, when exports of apparel
(knit and woven) amounted to $114.7 million (Annex S) exports
representéd only 0.8 percent of the domestic output.lé/

Prior to 1950, imports of apparel (knit and woven) to the
United States, except for a few items, were insignificant.
Thereafter, however, first at a relatively slow tempo, and then
at an accelerated though variable pace, imports of apparel (knit
and woven) began to exhibit a remarkable rate of growth. This,
in turn, led to numerous dislocations and market disruption in
the industry already beset by excessive competition and instability.

Several indicators can be used to measure the degree to
which apparel (knit and woven) imports have grown. The first
of these are the data provided in the foreign trade reports of
the Bureau of the Census which contain values of imports for

consumption or general imports in market values in foréign

15/ Beginning with 1965, shipments of U. S. made clothing and
" footwear donated for relief and charity began to be combined
with other exports classified under Standard Industrial Trade
Classification (S.1.T.C.) group 841. Previously, data for such
clothing was not combined with other clothing exports. As a
result the official statistics show an abnormal rise in exports
between 1964 and 1965 as a result of the anomaly created by the
" change in the publication rules.
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countries (exclusive of custom dut%es, freight and insurance);v
A tabulation of these data shows that apparel (knit and woven)
imports'in foreign valuation increésed befween 1956 and 1967
. close to five-fold (see Annex T).
The value of imports expressed in foreign valuation in the
official statistics of the United States does, hdwever, undérstate

the real impact of apparel (knit and woven) imports on the United

" States market. In the first instance, the data do not include

freight and insuranée charges requfred to bring the merchan&fse
from the point of exportation in the foreign country to the point
of entry in the United States. Noé do they include ;dditionall
costs, such as buying commissions, custom duties, and importer

or distributor margins.lé/The values reported in the Census tabu-
lations are not comparable therefore to priceslcharged for
imported goods at the same point of‘distribution at which domesti-
cally-produced articles enter tradé. The true value of imported
apparel (knit and woven) materiallyTexceeds the figures extracted
from the U. S, Bureau of the Census reports,

Another indicator of apparel import growth is provided by

the data regularly compiled and published by the U. S. Debartment

.

16/1t is incorrect to compare the value of imports as reported by

T the Census with the corresponding value of domestic products
except for balance-of-payment purposes. Even then.data has to
be adjusted, before it can be used, for other costs that are
paid by doméstic sources abroad in foreign currencies. To
measure the degree of market penetration a different measure
is required that would provide reasonable commensurability as
between the goods originating abroad and those originating
domestically,
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of Agriculture. For this purpoﬁe, the Department examines data
on the physical quantities of the imported textile goods and
translates them into equivalent poundage of cotton, wool and
man-made raw fiber required for their production. Information
from this source is presented in Annex U, Poundage figures
‘show that between 1956 and 1967 apbarél imports nearly
sextupled; shipments of cotton aépare1 vere four‘times greater
than in 1956, wool apparel shipments were five times greater,
and thosé‘made of man-made fibers’Gé times as large. The rising
shipments of apparel made of man-made fiber, whether knit or
woven, are significant in view of the development of new ‘
processes in textile and apparel manufacture which invite an
increasing use of synthetic fibers or blends, for these are
utilized in the production of permanent press or soil resistant
clothing._ Importers are thus taking advantage of consumer demand
in the United States to invade markets developed by the efforts
and expenditures-of domestic producers. This also enables them
to increase market penetration in areas which are not regulated
by the International Cotton Textile Arrangements or bilateral
agreements concluded between the United States and a number of
foreign countries with regard to cotton textiles and épparel,
A third method used to gauge the volume of apparel imports

is the conversion of the quantities of imports of the different
groupings of products into the equivalent number of square yards

required. for their manufacture. This technique was first
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developed by Japan in connection with the admfnistration of

her Voluntary program of export Iiﬁitation to the United States.
It is cqrrently utilized in the adhinistration'of the Inter-
national Cotton Textile Arrangements and in the tabulafions of
textile and apparel imports prepargd by the 6%fice of Textiles

of the Department of Commerce. The summary of these data,
available only beginning with 1962; is presented in Annex V.
Apparel imports between 1962 and 1967 expressed in square yard
equivalent increased by 8k percent, as compared with a 80 percent
rise shown by data expressed in equlvalent pounds of raw fiber
shown in Annex U. &

Conversion of imports into equivalent poundage of raw fiber

or into equivalent square yards provides an important and useful,
. though a limited, device for measu}ing changes in textile and
apparel imports. Poundage, however, is primarily an indicator of
raw fiber consumption used in the production of imported goods.
Square yard, equivalent is primarily an indicator of the coverage
provided by imported textile produéts, whether these come in the

. 18/
form of fabrics, made-up goods or apparel.”  This approach to

17/The data on the value of imports of apparel (kn:t and woven) at
foreign valuation showed a 73 percent rise in this period, The
definition of this series differs somewhat from the concept used
by the Departments of Commerce and Agriculture,

18/Imports of yarn are also converted into equivalent Square yards
of fabrics, but this is done solely for the purpose of providing
a common measure with other textile imports.
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the measurement of imports recognizes that a specific weight

of raw textile fiber can be utilized to produce a variable
quantity of piece goods, made-up goods, or apparel, depending

on the construction, specifications and fiber used; Neither
measure, however, takes account of the fact that different

items are made up of fibers of different quality and speci-
fication and of differing physi?a1-quantities of labor and
capital ‘input. In a domesti; competitive market, such differences
in the make-up of différent products are approximated, at é
given point of time, by their respective prices. This approach
fai!s; however, when more than one country is involved. Even
when two countries produce an identical product and when it isi
produced under identical conditions (with physical productivity -
of labor and capital per unit of output or per manhour the same),
pricing of such goods in each of the countries would be made

on aAdifferent basis and would reflect the economic conditions
and standards prevailing in each. lﬁ the case of labor-intensive
products,vsuch as apparel, prices are proﬁe to be set on a

lower level in a country where wages are generally low than in
a.country where compensation standards are higher. Thus, a
different yardstick is called for in order to provide a moré
meaningful meésu}e of apparel imports compatible with data on
domestic production and exports than one that solely reflects

either the poundage of raw fiber or the equivalent yardage of
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fabfics used in their manufacture.

Value of apparel produced in the Unifed States deflated
by appropriate price indexes does provide a reasonable measure
of changes in real output over a period of time. Exports
constitute a fraction of domestic Eroduction. Their prices are
determined by the same market forc;s as those affecting all
domestic production. A measure of;the physical changes in
exports of apparel can, therefore, be obtained by deflating
tﬁe value of exports by similar price indexes as are used for
déflating ail domestic production. The two series are compati:
ble (i.e. additivé) since they measure total output and exports
in comparable units.‘ In order to develop a compatible ﬁeasure
of imports, it is necessary éo convert their prices into prices
charged for comparable goods produced in the United States. The
resultant series can then be deflated by the same brice indexes
used to deflate domestic value of production. This would provide
a series representing changes in the real volume of importé ex-
pressed in the same'units as are uséd}to measuré domestic output
and exports. A reasonable approxiﬂétion of such meaﬁure, ex-
pressing apparel (knit and woven) iﬁports in.éonstant United
States prices, has been developed by the ILGWU Research Depaftment and o
is presented in Annex W together with data on domestic p;oduction
and exports for the period between 1956 apd 1967. It shows that in
the eleven years, the phygical volume of imports of apparel

(knit and woven) rose 5.0 times (compared’with a L.,6 times rise
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in the dollar value in market values iﬁ foreign countries
shown in Annex T). Betweén 1962 and 1967, the physiéal
volume of thgse imports increased 70,0 percent (as compdred
with the increa%e of 84,2 percent fpr apparel imports ex—
pressed in sq;are yard equivalent shown in Annex V),
The three series shown in Annex W --- imborts,.domestic

-production and exports --- are compatible, i.e.iaﬁditive.

It is, therefore, possibTe'ﬁo compute the degree to which
imports have penetrated thé domesfic apparél market. Imports
of apparel (kni£ and woven) in 1956 equaled 4,0 percent of
"domestic production. The ratio of imports to domeét{c
production grew steadily. The preliminary ]967Aéstimates
indicate that it was 15.6 percent, or abogt two-thifteenths

of domestic output. Wé can expect further import growth in
1968. However, domestic apparel production so far in 1968 ¢*
was down as compared with the same months of last year,
according to available information on prodhétion activity.lg/
However; imports of apparel, measured by the available data
in square yard equivalent, increased.zg/ I't thus appears that

the ratio of apparel imports to domestic production will

‘reach a new high in 1968. These figures also indicate that

19/ For example, Fhe Federal Reserve Board's index of industrial
—" "production’of apparel products was down 3 percent in January

1968 as compared with January 1967. Similarly, Bureau of Labor
Statistics data on manhours of employment indicate that production
workers in the apparel (knit and woven) industry worked one
percent less during the first quarter 1968 than in the first
quarter 1967 and two percent less than in the first quarter 1966.

20/ As can be seen from Annex V, general imports of apparel rose 13.1

" percent in the first three months of 1968 as compared with the
same months of 1967. o
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‘ the "downturn in domestic apparel pkédﬁﬁtion was not paralleled
by a downturn in shipments from abroad --- they continued to
‘ .grow.bdth‘in 1967 and early in 1968,

The import statistics tell only part pf the story. In the
atmosphere of cut-throat competitibn which pervades the apparel
indus?ry on both the manufacturing and retail levels, a relatively
small volume ofvimports can be disruptive. Most apparel (knit
and woven) is proﬁoted and sold at reta{l in this country in
terms oé price appeal. When a ret§il outlet undersells his
competitors on the basis of imports from low-wage countries,
competing retailers demand equivalgnt price concessions from
their domestic suppliers, and shopjfor them from manufacturer
to manufacturer. When domestic manufacturers find that they are
losing accounts to competition froﬁ abroad which they cannot
possibly meet, they are under pressure to resort to undesirable
practices, such as lowering the quglity of their products,
cutting wéges aﬁd speeding-up their workers, particularly in
nonunion factories, in order to meet this price_competition.
Some abandon manufacturing and become importers themselves,
thereby closing down factories, eliminating jobs, and causing
distress to their former employees and to the communi}ies in
which they had operated. This dowﬁ-spiraling and self-destructive
process tends to be accelerated with higher levels of apparel
imborts, and cut-backs in the employment level of the domestic

apparel (knit and woven) industry and the closely related textile
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industry are the ineviiéable result. '

AThe prospect is for an increasing degree of import penetration'
in the domestic apparel (knit and woven) market, with accompanying
market disruption and job curtailment for the industry's workers.

There are numerous reasons for this. For one, imports have
beén shifting into non-cotton garments. As can be seen from Annex
U, cotton apparel imports in 1956 aﬁounted to 81 percent of'apparel
imports measured in terms of raQ fiber poundage. Wool appa}el
reprgsenfed 16 percent of the total and that of man;made.fiﬁer
accounted for 3 percent. The poundage of different fibers used
in imported apparel increased in the next ten years but their rela-
tive importance shifted. ~Cotton accounted for only §9 percent.of'
apparel imports in 1967. The relative share of wool‘drobped_;lighfiy,
to 14 percent. On the other hand, man-madé fibers gained at the
expense of cotton and their share advanced to 27 percent of the
total apparel imports expressed in pounds. In squére yard equfva-
lent, imports of apparel of man-made fibers accounted for 39 percent
of apparel imports, wool apparel. represented 7 percent of the
total, and cotton apparel 54 percent. In the first three moﬁths of
1968 the share of'man-made fiber apparel accounted for 49 percent
of all imported apparel (the relevant data are in Anrex V).

Obviously, the swing in imports is in the direction of apparel
not subject to the regulatory influences of the International
Cotton Texfi[e Arrangements and the bilateral agreements applicable

to cotton textiles and apparel. The shift towards an increased
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!
shipment of apparel of man-made fibers- is also stimulated Ey
technological developments (previously referred to) which invite
increased use of man-made fibers in garment production.

The rapid rise in imports of apparel (knit and woven) foilowing
the Second World War was facilitatea by the reductions in custom
duties made by the United States un&er Reciprocal Trade Aéreements
or under the General Agreement on Tariffs and Trade. The céncessions
granted prior to this year were made, for the most part, against
- an entirely different background of trade from the bne~thatlhas
subsequently developed. When those concessions were negotiéted,
they only took account of the then existing pattern of_trade. At
the time the rise of appafe] shipmeqts from low;hage, low-cost
countries was not even contemplated; And yet, this is pfecisé]y
what took place. i

A further growth of apparel (knit and woven) imports is in
the offing as a result of the most recent Kennedy Round negotiations.
Up to the present, our tariffs and import practices with regard to
apparel were among the most liberal in the world. As a result of
the recent Kennedy Round discussions, the United States agreed to
lower duty rates on apparel made of silk, cotton and other vegetable
fibers and on a few ;elected wool aéd man-made products. Some
tariff rates on apparel were also cJt by foreign nations, buf the
Iike]ihoo& is great that a number o% them, as they have in the past,

will use non-~tariff barriers to offset duty reductions they made in

xﬁe course of the Kennedy Round. Even prior to the conclusion of
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these tariff negotiations, a variety of devices were used by the_ﬁore
déveloped countries to limit imports of apparel, particularly.from
low-wage areas. Included were the use of individual country or
global quotas on all or specified types of apparel, license
requirements for imports, the distribution of licenses to large
numbers of importers to make it uneconomic for many of them to utiiize
their individual allocations, cumbersome administrative practices
involving delays in the issuance of licenses, delays in the release
. of foreign exchange, requirement for a full or partiél pfe-payment;
of orders placed abroad in order to tie up importers' capital, and
the imposition of various tax or service levies Aver,and above.
custom duties. These various practices have been used by the
different countries in.varying degrees. As a result, countries
eager to export have tended to concentrate on the easier-to-enter
United States market. The future is likely to see a continuation
of this push of apparel shipments.to the United States as foreign
countries implement old and new mechanisms to control the flow of
apparel imports. V

The growth of apparel imports to the-United States‘wil] continue
to be facilitated by the ease with which individual countries can
éxpand their shipments. This is true not only of the.older suppliers’
but of the new starters as well. |t can be seen from a diagfam
contained fn Annex X which shows the levels of imports to the United
gtates from the different countries in 1956 and 1966. A number of
countries that did not ship apparel to the United Stateé in 1956

have done it ten years later and frequently in substantial amounts.
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'
Similarly, a number of tﬁe smaller suppliers in 1956 increased their
apparel sh%pments and now rank améng the top of the volume exporters
to the United States.‘ Another significant development portrayed by
this chart is a large number of new stérter countries that are shown
in 1966. For the.moment, their sﬁipments ére small, - But, as

'experience demonstrates, these shipments can be built up rapidly.

‘ The rapidity with which imports of specific items of apparel
can be built up is repeatedly illu;trated in the officiai statistics
pub]ishea by the Bureau of the Census. For example, prior to 1965,
Taiwan shipped no sweaters made of?synthetic textile fibers. In
1965, it sent 8,028 dozens to the ﬂnited States, 53,100 dozens in the
following year and 309,382 dozens in the year ended in August 1967.
This performance was paralleled by‘South Korea. 1t shipped 2,363
dozens in 1964 and 31,689 dozens }n 1965. Thereafter, South Korea
sent 91,280 dozens in 1966 and 364,891 dozens in the year ended in .

-August 1967. Even an older suppliér like Japan skyrocketed its
shipments.of theﬁF sweaters from 152,755 dozens in 1964, to 395,171
dozens fn 1965, to 1,084,045 dozens in 1966 and to 1,172,058 dozens
in the year ended in August 1967. The overall volume of imports of
sweaters made of synthetic fibers from all countries rose from
229,900 dozens in 1964 to 2,229,797 two-and-a-half yeérs later ~-~ a
ten-fold increase.

Examples of this rapid growth_fecur continually. Korea shipped
no dress shirts for men and boys made of woven man-made fibers in

196k.  In the next two years, 1965 and 1966, her shipments to the

95-159 O - 68 - pt. 6 - 24
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United States amounted to 111,088 dozens and 136,961 dozens
respective]y. In the year ended in August 1967, however, Korea
shipped 236,654 dozens. In the case of Jépan the picture is similar
but the build-up was more rapid,>f}oﬁ 10,064 dozens in 136# to

92,172 dozens in the following year; shipments then went up to 349,488
dozens in 1965 and 457,519 dozens fn.the year ending in Augdst 1967.
Hong Kong boosted its shipmentslﬁo an even greater degree. ‘In 196k,
they amounted to 90,663 dozens. .In the following yéar shipments -
faltere& slightly and only 80,600 dozens were sent, but this temporary
retrogression was more than madeAup when 508,2]1'dozen‘shirts were
shipped to the United States in 1966 and 1,096,091 dézens were shipped
in the year ended in August 1967. Shipments from all countries r;se
in thfs period from 121,970 dozens in 1964 to 1,991,564 dozens in the
year ended in August 1967.

Poland, which shipped no cotton knit shirts (other than T-shirts
and sweat shirts) to the United States prior to 1966, sent us 67,952
d&zens in that year_ and 219,109 dozens in the year ended in August
1967. '

These examples can be multiplied, each one underscoring how
rapidly new starters and old suppliers can boost their shipments of
apparel without any strain. The ability to expand production rapidly
is basic in the apparel industry. It is fostered by low capital
requirements and the ease with which inexperienced personnel can be
trained within a relatively short time to top proficiency.

Continued improvements in the means of transportation and
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cohﬁunication have shrunk the sizé of the world and made it possible
to overcome the previously existiﬁg barriers of time and spaﬁe. This
ha§ facilitated the movement of appare] production out of the United
States fo disfant parts of the globe. lt.provided another means by
which certain kinds of entrepreneurs in this country could evade the
~wage and labor standards of the d&mestic industry. To this end; théy
deliberately encouraged expansion of garment production in low-wage
countries and provided, whenever necessary, financial assistance,
technica] and managerial guidance, as well as advice on styling and
merchandising. Others fostered ""run-away'' shops on an international
scale by setting up their own facéories abroad solely or principally
for the purpose of exporting finished garments to this country. The
rise of apparel imports will stimulate further plant displacement.

As competition from the low-wage, ]owhcost areas increases in seyerity,
additional domestic manufacturers ére bound to éye foreign operations
as a possible way out. A number o¥ firms in this country have already
suspended all or part of their operaéions in this country and have ”
become importers of apparel produced either in their own foreign plants
or else in plants operated by foreign nationals. More will follow this
road as iﬁports rise, inevitably worsening unemployment iﬁ the very
group in our population for whom ajternative jobs are hard to find and
for whom alternative employment opportunities outside this iﬁdustry are
few and far between.

. Another and continuing inducement to the relocation of plants and

the increase in the volume of apparel imports results from the many
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special incentives offere& by foreign countries to their nationals
as well as to those of other countries to manufacture within their
boundaries solely for export purposes. Depending on the country,
these incentives differ. lncoﬁe and o;her taxes are remitted in
full or in part. Custom duties may be waived on materials and
machinery used for the production of goods to be exported in full
or in part, or else may be payable in installments. New plant
construction may be partly s?bsidized through lower interest loans
or partly financed by governmental'agencies. Working capital and
maper?al may be suppliea and speciq] credit terms.arranged for
the purchase of machinery and equipment. Minimum return on capital
and investment may be guaranteed. Where monetary controls are in
force, arrangements are made for preferential treatment in securing
foreign exchange or taking prof}ts out of the country. This is just
a partial list of the various devices used in many countries. The
existence of these unfair competitive practices magnifies the serious
competitive disadvantage which confronts apparel firms in this country
and which continually helps to spur abrising tide of apparel imports.
Another stimulus to a continued rise in garment imports is the
common practice among retailers‘of taking much higher mark-ups on
foreign-made apparel than they do on garments made in this country.
This enables them to raise their profit margins by paying less for
merchandise of foreign origin than for the identical domestically-
produced goods and not passing thé differential on to the ultimate

consumers. "By buying foreign goods for less and taking the larger
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markups, retailers improve their &ﬁeratinﬁ margins at the expense
of both the industry and the ultimate consumers of the products',
Richard J. Schwartz, President of Jonathan Logan, Inc., one of

the largest domestic manufacturers of knit and woven garments,
told the House Committee on Educat}on and Labor in 1966.‘ The
effect of this practice, as described by Mr. Schwartz, is to foster
imports: YAlready the open—tOfbuy‘position of many store buyers
for our merchandise --- even théugh it meets with an.excgllent
consumer response and is competitively priced =-- {s afféctéd when
buyer; reduce their commitments to our merchandise and increase
their commifments to imported merchandise”:zl/

The most significant'factor in the rapid and large incre;se -
in the shipment of apparel to the bnited States from abroéd is the
great difference between labor stahdards in Aﬁérican garment factories
and their counterparts abroad. For the most part, there is little
difference in output per manhour here and abroad. Technology aﬁd
management know- how in this industry, as preQiously noted, is
relatively simple. Today they afe‘internationalized. The same machine
prodﬁcers and management consultants freqﬁently operate throughout
the world and proQide firms everywhere with similar equipment and
advice. The relatively low cost of new capital equiphent makes it

relatively easy for firms everywhere to furnish their shops with

21/House of Representatives, Committee on Education and Labor, Hearings
on Impact of Imports on American Industry and Employment (89th Cong.,
2nd sess., 1966), p. 547.
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latest machinery and equipment when such are needed to attain peak
productivity. Thus, for example, when permanent press ovens first
made their appearance in the apparel industry of the United States,
Hong Kong producers immediately féllowed suit by purchasing this
heavy equipment in this country and airlifting it to Hong Kong.
The internationalization of technical know-how is illustrated by

a recent description of the state of apparel production in Korea,
22/
a relatively new starter exporting goods to the United States:

Apparel produced in Korea are of immense variety in kind and quality.

The industry, while requiring the intense application of -1abor,

employs relatively simple production techniques, and its capital
requirement is also low..... Modern production techniques are rapidly
being incorporated both to increase the efficiency of production
processes and lower costs even while improving production quality...

The industry now boasts a full complement of high-performance sewing
machines and processing facilities, including Durable Press facilities,
many of which are fully automated. The installation of modern, up-to-date
production facilities has led to diversification into hitherto unexplored
fields, and the range of production is greatly expanded.... In quality
and design, Korean-made apparel and garments are rated as inferior to
none on the world market.

A similar picture emerges when production of Korean sweaters is
23/

reviewed:

The rapid growth of export was due chiefly to the constant effort of
manufacturers to rationalize their production setup and process, which
resulted in a great modernization and renovation of production facilities
and the introduction of up-to-date equipment and techniques..... The .
industry has a full complement of knitting, linking, setting and
pressing machines, most of which are fully automated and fully up to

the prevailing international standards in efficiency and the quality

of the final product.

It is also impossible for American manufacturers compete with

22/"ppparel' in Korea Trade, April 1967, p. 20.
23/“Sweaters" in Korea Trade Aprll 1967, . 10.
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foreign ;upp]iers on the basis of increased efficiency. The intensity
of campetition in the domestic app;rel (knit and woven) indusfry
constantly drives individual firms to operate near the peak level of
productivity gttainable with existing know-how énd technol&gy. in

this respect they are no different than producers abroad. The latter,
however, have a large and unfair competitive advantage over American
producers as a result of the great difference between wages in American
factories and théir foreign counterparts.: With labor cost representing
a high prqportion of total cost in apparel manufacturing, relative wage
levels thus become crucial. As can be seen from Annex Y, éverage hourly
earnings in key exporting countries in Europe range from 17 cents to
88 cents an hour. Elsewhere the wéges range from 8 cents an hour to
35 cents an hour. These figures oé hourly earnings exclude the earnings
of cottage workers employed in significant numbers in many gountries.
Their earnings are but a fraction of the average wages paid to apparel
workers employed as factory workers in the same countries. The
compet}tive advantage is not modified when account is taken of fringe
benefits which are paid to some workers abroad. Dollar for dollar,
fringe benefit payments in the Uniéed States are substantially higher
than those found in the foreign apparel factories, even though at times
it may appear lower if expressed in terms of percentages of hourly
earnings. As a matter of fact, however, apparel workers in many parts

of the world do not receive fringe benefits. Also unlike the United
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States, where time-and-a-half is faid for hours over L0 undgr the
Fair Labor Standards Act or, under collective bargaining‘agreemenés,
after regular daily hours and 35 hours per week, workers in a nuﬁber
of count}ies work up to 60 hours per week Qithoﬁt premium pay.
Because productivity in the apparel (knit and woven) industry
of the United States is substantially the same as abroad, one can
estimate the impact of the recent growth of imporfs on domest%c
_employment from data containea in Annex W and Annex Q. The data
on domestic output, imports and exports in Annex W, as.previously
noted, are in compatible units. The ratio of import or expor%
volume to domestic production will therefore be subst;ntially.
identical with the ratio between the number of workers employed in
producing apparel (knit and woven) for import or exporf and domestic
employment in this industry, which is shown in Annex Q. On the basis
of these data it would appear that in 1956, when domestic industry
employed 1,314,800 persons, approximately 8,900 workers were engaged
in producing goods for export and 52;800 workers in manufacturing
apparel (knit and woven) imported to this country. 1In 1967, when
domestic industry had 1,447,700 persons on,jts payrolls, approximately
-¥2,000 workers were producing apparel for export and 226,100 workers
for import to the United States. If there were no appqrel imports
whatsoever in 1967, domeéifc inﬁustry could have employed over

~'225;ooo workers to satisfy the level of demand for apparel (knit
Ki
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an& woven) that existed in that year.Z&/ Viewing the changes
that have taken place since 1956, the increase in the number
pf workers engaged in the production of goods imported'to the
United States rose by apbroximatel? 173,000, a measure of job
loss in this country. This number;of workers would have

been placed on the domestic industry's payrolls if imports
did not rise in this period. Evenjif one were to offset this
figure by the additional 3;]00 employees engaged in the
production of merchandise for éxport, the net loss of jobs

in the last decade approximates 170;000 jobs badly needed

by the many hard-to-place persons in our nation.

2L/1t is assumed in this calculation that the real volume of

" goods sold in the United States market would be substantially
identical if apparel (knit and woven) that was, in fact, imported
had been manufactured in this country. The reason underlying
this assumption is the fact that a much smaller price differ-
ential exists between the prices of domestic and foreign-made
goods in retail stores in the United States than exists between
the prices received by domestic and foreign producers for the
merchandise they sell. The narrowing of this differential is
ascribable to the fact that many charges (including freight,
insurance, custom duties, buyers' commissions and the markups
of the various handlers of such goods before they are sold to .
the retailers) are added to the price received by foreign
manufacturers as well as to the fact that American retailers
take substantially higher markups on apparel of foreign origin
than on domestically produced apparel. The differential in
retail prices is not sufficient to change significantly the
demand for apparel by consumers in the different income
brackets in view of its relatively low elasticity.
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-The erosion of employment opportunities for mény workers for

whom the apparel. (knit and woven) industry provides a logical and
natural place for employment underlines the importance of governmental
action to saféguard this industry and its workers from the type of
unfair éompetition that emanates from low-wage countries. Failure to
face up to the special broblems.of the industry will ultimately have
not only wasteful and destructive consequences in this country but

also abroad. 6vercapacity, which already plagues the domestic industry,
increasingly becomes world-wide. As domestic importing interests play
off producers of one nation against another low wages aﬁd appalling
labor conditions are viewed as virtues inétead of something in need of
-redress. Japan, for example, is discovering that it is no longer the
haven for low-priced merchandise that it once was. Taiwan, Hong Kong
and Korea have been undercutting it. "These days," writes Tsukasa
Furukawa, '""American buyers invite bids from all four Asian sources,

and almost autématically pick the lowest bidder, as quality fs no
longer a problemfgél Instead of reporting the progress they make in
improving the condit%ons of their people, countries begin to boast of
their too !ow standards, as was the case in a promotional édvertisement
which proclaimed that Taiwan's 'Wages are lower than those of Hong

26/
Kong or Japan''.

25/"Japan Exporters Suffer Ailments of the Affluent' in the Daily News
Record, October 18, 1957.

26/New York Times, January 18, 1965 (text space in the full page advertisement

T was contributed by the Taiwan Foreign Exchange & Trade Commission,
Industrial Development & Investment Center, and China Productivity &
Trade Center).
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The competition becomes so inéenseAthat low-wage areas seek to
take business away from each other through the development of éxtra
incentives on top of the low-wage attrac}ion. _Thug, recently, the
Executivé Yuan (cabinet) of Formosa approved a five-year moratorium
on the payment of customs duties by manufacturers who would move
their plants from Hong Kong or Macao ahd provided additional incentive
to make the particular package deal sweeter:gZ/

A foundation is thus laid, to which our own entrepreneugs contributé,
.for sustaining depre;sed labor conditions in many parfs of the world
and for building up excess capacity generated when businessmén switch
their orders from one country to another. The inévitable result is -

“the multiplication of production facilities, increasing underemployment,
and international tension. Competition ceases to be a constructive
force and becomes destructive. The possibility that this might happen
has long been feared by experts on internafional development who
cautioned countries against the wasteful buildup of duplicating export
facilities. Jan Tinbergen, for exaﬁple, urged in his "The Design for
Development'', p. 24, that
Expansion of exports should ... be based on demand analysis, in this
case for foreign markets. There might be still a danger of )
inconsistencies if two or more countries independently planned
to expand the same line of production. Such uncoordinated programs

might result in overproduction. Therefore it is desirable that
duplication be avoided.

:ZZ/Daily Néws Record, July 1k, 1967.
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The drive to increase apparel exports to the United States, which
is a{ready powerful, Qill increase many-fold as present exporting
countries continue to expand their producgion facilities, as new
starterg join the ranks of exporters, and as overcapacity continues
to grow abroad. The result would be a thorough dfsruption of the
United States apparel market. This is a real possibility in view of
the numerous devices that other countries continue to use to limit
the expansioﬁ of exports into their markets in contrast to the ease
with which apparel can be shipped to the United States. Even the
secretariat of the United Nations Conference on Trade and Development
is conscious of this threat and tells the lesser developed countries
that "The distribution of ... exports over as many markets as possible
is ... necessary in the interest of avoiding disruption in certain
markets which are favourite destinations for exports":Z_ Unfortunately,
this policy is not, in fact, pursued in the case of apparel shiéped to
this country. Country after country tend to view the United States as
the favored market in which their exports are to be concentrated.

As capacity to produce grows abroad and nations are faced with
overcapacity, competition between low-wage, low-cost foreign prodﬁcers
will be infensified and this will have reverberations on our own
production and employment. With labor cost the most significant factor

in cut-throat, destructive competition, domestic producers cannot hope

28/United Nations Conference on Trade and Development, Non Tariff Barriers:
Report by the UNCTAD Secretariat (TD/20/Supp.3, 12 October 1967), p. 57
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to st;nd up for long against én ever-increasing flow of goods from
abroad éroduced under labor standards and at a cost no domestic
producer can hope to match. The moderating influence that International
Cotton Textile Arrangements has thué far to some extent been exercising
is being diluted by the increasing ;se of man-made fibers.

The United States is thus confronted by a situation in which
decisiéns made abroad will largely determine the proportion of the
domestic épparel industry to survive and the extent of how much
additional unemployment to which the nation's garmeﬁt workers are to
subjectedl Moreover should it beeome clear that the United States is
either unable or unwilling to implement the special program for textiles
and apparel of which the International Cotton Textile Arrangement is '
a part or take alternative action‘tq safeguard the domestic industry
and its workeis, the unavoidable tendency on the part of many domestic
producers will be to relocate their operations abroad. This is already
taking place. Furthermore, business‘casualties are liké]y to rise as
firms in the industry, particulariy the smaller ones, find it increasing-
ly difficult to withstand the competition of low-wage areas.. This will
mean additional unemployment and underemployment' to the apparel ‘(knit
and woven) workers. Iﬁ furh, this will have }nevitable negative
repercussions on the nation's industries clogely related to apbérel
production. )

This is a serious‘énd disturbing prospect for our nation to

contemplate. In the last few years this country has become aware that
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even when business is Eooming and gross.national product is advanéing
rapidly, poverty remains a problem for the nation and many ofvits
citizens. At the same time exper{ence has.taught ﬁs that the problem
of fittiﬁg people into jobs is far more stubborn and complex than had
hitherto been imagined. We have discovered that even in a technologically
advanced economy such as that of the United States, jobs must be .
available at all levels of technical proficiency and competence, from
. the least skilled to the most advanced. It has become clearvthat if
.maximum employment opportunities are to exist, it iS‘éssehtiél to have
a whole gamut of occupational opportunities open to the nati;n's job
seekers. |f a segment of the nation's job structﬁre which is esgentiél
to balance out employment opportunities for all ségmeqts of our’
population is permitted to erode, there is no guarantee whatsoever that
such workers will find ready employment elsewhere in the economy through
transfer to other occupations, for there are distinct limiting factors
on occupational adaptability. This is apparent from current experience
and the inability-to find jobs for ;;ersons now in the ranks of the hard
core unemployed or for persons who are out of the labor force because
of discouragement and disillusionment when:they discovered that they
could not find suitable work. The fact is that this natien needs to
create a broader spectrum of job opportunities than now exists rather
than reduﬁe its scope on the theory th;t persons abroad can pérform

the particular tasks for less and that our own workers displaced by
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imports can readily secure otherAjobs or be retrained for other
employment. In the case of garment Workefﬁ, it is most doubtful that
such alternative.employment opportugities do in fact exist or can be
readily Heveloped. | ‘
The issue is not that of choosing between free tfade and protection.
In the case of the apparel |ndustry the problem is one of we:ghlng the
full consequence for the nation as a whole of perm|tt|ng the -erosion
~of an indigenous industry which provides a large number of jobs to
_persons fpr whom few alternative job opportunities exist. The issue
cannot be defined inAterms of the international d}vision of économic
activity based on comparative efficiencies and teéhno]ogica] capébilities?
product quality or distinctiveness, peculiar nature of raw material
going into the manufacture of apparej or the need for‘priée discipline
as a countervailing force needed when competitiqn lags in the domestic
v market. None of these points apply to the domestic apparel (knit and
woven) industry as has been demonstrated in the preceding pages.  The
only advantage that foreign prodqcérs have over those in this country
is the payment of extremely low wages and the maintenance of sweatshop
conditions banned from this nation as a matter of public and private
action. 1t would indeed be an irony if, after eliminating such
conditions at home and still enabling the domestié apparel industry
- and its employment to expand, the United States would now consciously

permit it to be eroded by sweatshops abroad. |t is precisely because
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Ainternaéional competition in the apparel (knit and woven) indﬁstry is
affected to such a great degree by differences in labor standards that
the need to develop and implement programs to Eegularize international
‘trade in apparel of all fibers, preferably through international

agreements, is an essential and a desirable objective of national and

international policy.
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. Code

2253
2254
2259
2311
2321

2322
2323
2327
2328
2329
2331
2335
2337

2339
2341
2342
2361
2363
2369
2381
12384
2385
2386
2387
2389
2395
2397
3069

3079
3151
3842

3962
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Annex A

Branches of the Apparel (knit and woven) lIndusiry,
by Standard Industrial Classification Code Number

Branch of Indusiry

Knit outerwear mills”

Knit underwear mills

Knitting mills, not elsewhere classified

Men's, youths', and boys' suits, coats and overcoats

Men's, youths', and boys' shirts (except work shirts), collars and
nightwear

Men's, youths', and boys' underwear

Men's, youths', and boys' neckwear

Men's, youths', and boys' separate trousers

Men's, youths', and boys' work clothing

Men's, youths', and boys' clothing, not elsewhere classified

Women's, misses' and juniors' blouses, waists, and shxrfs

Women's, misses' and juniors' dresses

Vlomen's, misses' and juniors' suits, skirts, and coats (except fur
coats and raincoats) )

Women's, misses' and juniors' outerwear, not else where classified

Women's, misses', children's, and infants' underwear and nightwear

Corsets and allied garments

Girls', children's, and infants' dresses, blouses, waists, and shirts

Girls', children's, and infants' coats and suits

Girls', children's, and infants' outerwear, not elsewhere classified

Dress and work gloves, except knit and all-leather

Robes and dressing gowns

Raincoats and other waterproof outer garments

Leather and sheep lined clothing :

Apparel belts

Apparel and accessories, not elsewhere classified

Pleating, decorative and novelty stitching, and tucking for the trade

Schiffli machine embroideries

Fabricated rubber products, not elsewhere classified (xnsofar as it
includes vulcanized rubber clothing)

Miscellaneous plastic products (insofar as it nncludes plasfnc
clothing)

Leather gloves and mittens

Orthopedic, prosthetic, and surgical appliances and supplies (inso-
far as it includes surgical corsets, belts, trusses, and similar
articles

Feathers, plumes, and arf:fucual flowers (lnsofar as it includes
artificial flowers)

95-159 O - 68 - pt. 6 - 25
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Annex B

Number of Establishments and Employees, Apparel (knit and woven) Industry,

United States, total

New England
Maine
New Hampshire
Vermont
Massachusetts
‘Rhode Island
Connecticut

Middle Atlantic
New York
New Jersey
Pennsylvania

East North Central
Ohio
Indiana
IIlinois
Michigan
Wisconsin

West North Central
Minnesota

. lowa
Missouri
North Dakota
South Dakota
Nebraska
Kansas

South Atlantic
Delaware
Maryland
D, of C,
Virginia

- West Virginia
North Carolina
South Carolina
Georgia
Florida

East South Central
Kentucky
Tennessee
Alabama
Mississippi

29,028

stabl ishments

by State, Mid-March 1966

Emp loyment
Total Per Establ ishment
1,646,097% 57%
94,650 60
4,245 ]
4,361 79
1,690 48
62,029 €
5,539 - 62
16,786 53
649,444 38
349,275 29
87,651 37
212,518 83.
111,444 62
22,496 59
14,452% 88%
41,104 - 51
21,084% 85%
12,308 63
55,201 72
9,784 59
3,743 52
35,879% 86¥%
0% 2%
44% 7%
1,658 47
4,083 59
339,797 19
3,797 122
25,202 78
147 7
38,899 186
5,519 128
131,167 125
47,678 183
71,007 146
16,381 37
191,631 215
27,168 197
83,336 235
44,438 188
36,689 226
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Annex B

Number of Establishments and Employeefs, Apparel (knit and woven) Industry,
by State, Mid-March 1966

Emp loyment
Establ ishments Total Per Establishment
West South Central 805 | . 77,152 96
Arkansas 85 13,737 162
Louisiana . 62 6,420 104
Ok lahoma 69 6,518% 94%
Texas 589% ’ 50,471 86%
Mountain 235 . 8,865 38
Montana 3% 9% 3%
Idaho 10 41 4%
Wyoming I* 3% 3%
Colorado 76 1,657 22
New Mexico 20 520 26
Arizona 73 . 3,787% 52%
Utah 45% 2,837% 63%
Nevada 7% 1i¥ 2%
Pacific . 2,680 81,424 20
Wash ington ) 134 4,818 36
Oregon 79 -3,912% 50%
California 2,393 70, 386 29
Alaska I* 3% 3*
Hawaii 73 2,305 32
Puerto Rico 425 36,489 - 86

Note: Products of the Apparel (knit and woven) Industry not covered by the data are
leather, rubber and plastic gloves, vulcanized rubber garments and garments made
from rubberized fabrics produced in the same establishment, surgical corsets pro-
duced in establishments primarily engaged in manufacturing surgical and orthopedic
appliances, and artificial flowers., Products covered by the data which are not
products of the Apparel (knit and woven) Industry are hosiery, knit fabrics, hats,
millinery, fur garments and accessories, and miscellaneous fabricated textile
products. :

* Partly estimated
SOURCE: U.S. Bureau of the Census, County Business Patterns, 1966




2694

List of Standard Metropolitan Statistical Areas Where Emp loyment in
the Apparel (knit and woven) Industry® Equaled or Exceeded |0 Percent
of Manufacturing Employment, Mid-March, 1966

Annex C

Percent of Manufacturing

Standard Mstropol itan Statistical Area

Emp loyment

2 e

Abilene, Tex. -
Albany-Schenectady=Troy, N.Y.
Allentown-Bethlehem-Easton, Pa.-N.J.
Asheville, N.C.

Atlantic City, N.J. .
Brownsville-Harl ingen-San Benito, Tex.
Charleston, S.C.

Charlotte, N.C.

Columbia, S.C.

Dallas, Tex.

El Paso, Tex.

Fall River-New Bedford, Mass.
Greensboro-High Point, N.C.
Greenville, S.C.

Harrisburg, Pa.

Honolulu, Hawaii

Jorsey City, NoJo

Johnstown, Pa,

Knoxville, Tenn.

Lancaster, Pa.

Laredo, Tex.

Lynchburg, Va.

Mayaguez, Puerto Rico
McAllen-Pharr-Edinburg, Tex.
Miami, Fla.

Nashville, Tenn,

New York City, N.Y.

Ogden, Utah .
Paterson-Cl ifton-Passaic, N.J. ’
Philadelphia, Pa.

Ponce, Puerto Rico

Reading, Pa.

Roanoke, VYa.

San Antonio, Tex.

San Juan, Puerto Rico
Scranton, Pa,

Sherman-Denton, Tex.

Waco, Tex.

Wichita Falls, Tex.
Wilkes-Barre-Hazleton, Pa,
Winston-Salem, N.C.

York, Pa,

42 Standard Metropolitan Statistical Areas

Manufacturing Employment in 42 S.M,S.A.'s
Apparel (knit and woven) Industry Employments
In 42 S,M,S.A's
Elsewhere in the United States
Distribution of Appare! (knit and woven) -Industry Employment:
* In 42 S,M.S.A.'s
Elsewhere in the United States
United States

* Data are for Standard Industrial Classifications 23 and 225

GEIoHE

- D - A = em R = o e e N o e U e A e N o D) o o = -
trirE e 3 L fridrictwint~ i koot vk AR A v ) i

8

3,274,408

665,370
970,727

40%
1008

SOURCE: U.S. Bureau of the Census, County Business Patterns, 1966
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Annex D

Number of Establishments Per Company¥, Apparel (knit and woven)
Industry, United States, By Branch of Industry, 1963

Branch of
Industry

Men's and Boys' Suits and Coats
Men's Dress Shirts and Nightwear
Men's and Boys' Undervear

" Men's and Boys' Neckwear
Separate Trousers

Work Clothing

Men's and Boys' Clothing, n.e.c,
Blouses

Dresses

Women's Suits, Coats and Skirts
Women's Outerwear, n.e.c.
Women's and Children's Underwear
Corsets and Allied Garments
Children's Dresses

Children's Coats

Children's Outerwear, n.e.c,
Fabric Dress and Work Gloves
Robes and Dressing Gowns
Waterproof Outergarments

Leather and Sheeplined Clothing
Apparel Belts

Apparel, n.e.c.

Schiffli Machine Embroideries
Pleating and Stitching

Knit Outerwear

Knit Underwear

Knitting Mills, n.e.c.

- Fabricated Rubber Products, n.e.c.
Leather Gloves

Artificial Flowers

Number of
Companies

1,031
659
65
341
667
301
529
1,130
4,577
2,481
1,252
978
| 296
| 630
269
602
170
268
. 223
Cl4
' 388
265
755
2,061
1,175
104
H 86
1,046
160
367

Number of
Establishments

1,112
832
80
341
735
439
554
1,175
4,752
2,516
1,297
1,069
351
667
285
624
197
271
341
14
389
270
759
2,072
1,185
I8
88
1,173
166
384

Establishments
Per_Company

1.08
1.26
1.23
1.00
I.10
1.46
1.05
1.04
1.04
1.0l
1.04
.09
1.19
1.06
1.06
1.04
I.16
1.01
1.53
1.00
1.00
1.02
1.0l
1.0l
1.0l
113
1.02
1.12
1.04
1.05

* A company is defined to include all manu facturing esfablishmen+§ oyned
by the company, plus all manufacturing establishments of subsidiaries
or affiliates over which the company has acknowledged control.

n.e.c, -- Not elsewhere classified

SOURCE: U.S. Bureat of the Census
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Annex E
Dls‘l‘ribuﬂon of Companies by Size of Employmsnt, Apparel
(knit and woven) Industry, 1963
Number of Employees

All Less 50 100 "2% 500 1,000 2,500
. Compan- than to to to . to to and
Branch of Industry les 50 99 249 499 . _999 2,499 _over
Men's and boys' suits and coats 100,03 61.0¢8 15.23 13.4% 4.8% 2.5 .78 1.4%
Men's dress shirts and nightwear 100.0 51,6 12,7 18,5 7.4 4,0 1.8 4.0
Men's and boys''underwear 100.0 40,0 15,4 12,3 7.7 7.7 4.6 12,3
Men's and boys' neckwear ) 100.0 86,5 9,1 3.2 0.6 - - 0.6
Separate trousers 100.0 59.2 1.0 5.0 7.6 2.4 2.1 2.7
Work clothing 100.0 45.8 11,0 18,6 12,0 5.0 4.0 3.6
Men's and boys' clothing, n.e.c. 100.0 58.0 19.3 15,7 4,0 I.1 0.4 1.5
Blouses 100.0 73,6 14,6 8.1 1.9 0.4 0.4 1.0
Dresses 100,0 75.2 17,5 5.6 1.0 0.4 0.2 0.1
Women's suits,coats and skirts 100.0 79.5 14.8 4.3 0.8 0.3 0.2 0.l
Women's outerwear, n.e.c. 100.0 72,6 16,3 7.9 1.2 0.6 0.7 0.7
Women's and children's underwear 100.0 67.6 13,7 10.8 3.7 2.4 0.6 1.2
Corsets and allied garments 100.0 56.4 14,9 19,3 3.4 2,0 1.7 2,3
Children's dresses 100.0 69.7 16,3 9.0 3.2 0.5 0.8 0.5
Children's coats 100.0 75.1 13,7 7.8 2.6 0.4 0.0 0.4
Children's outerwear, n.e.c. 100.0 70.3 13.9 10.8 2.5 1.0 0.2 1.3
Fabric dress and work gloves 100.0 70,00 12,3 7.1 5.3 2.9 1.8 0.6
Robes and dressing govns 100.0 77.6  10.1 9.0 1.9 0.0 0.3 [
Waterproof outergarments 100.0 73.2 16,0 6.3 2.4 1.2 0.3 0.6
Leather and sheeplined clothing 100.0 78.9 13.2 6.1 0.9 0.9 0.0 0.0
Apparel belts 100.0 86.3 8.5 3.6 0.5 0.3 0.3 0.5
Apparel, n.e.c. 100.0 85.6 7.2 3.4 3.4 0.0 0.0 0.4
Schiffli machine embroideries 100.0 97.9 1.2 0.4 0.4 0.1 0.0 0.0
Pleating and stitching 100.0 95.5 3.1 0.7 0.2 0.2 0.2 0.l
Knit outerwear 100.0 73.8 12,7 7.4 3.0 1.7 0.1 0.7
Knit underwear 100.,0 29,8 18,3 22,1 9.6 6.7 2,9 10,6
Knitting mills, n.e.c. 100.0 75.6 10,5 7.0 2.3 3.5 0.0 ol
Fabricated rubber products,n.e.c. 100,0 67.4 10.0 8.7 3.5 3.0 2.5 4.9
Leather gloves 100.0 71.8 12,5 10.0 1.9 1.9 1.9 0.0
Artificial flowers 100,0 95.9 1.6 2.2 0.3 0.0 0.0 0.0

SOURCE: U.S. Bureau of the Census
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Special ization Ratios*, Different Branches of Apparel
(knit and woven) Industry, United States, 1963

Men's and Boys' Suits and Coats .eeeeoees
Men's Dress Shirts and Nightwear .ceeeees
Men's and Boys' Underwear ..cecececccccce
Men's and Boys' NeckWear .ecececesssesscs
Separate TroUSErs .eeecesssecscecssceccsss
Work CIOthing eeececececscasccccccececoas
Men's and Boys' Clothing, N.6.C. sececese
Women's BlOUSES ceececesoccssccscsccccnne
Women's Dresses .eeeecesscscocsccsccccass
Women's Suits, Coats and SKirts secseeess
Women's Outerwear, N.€.C. ceveececorecess
Women's and Children's Undervear ...cece.
Corsets and Allied Garments ceeeecececese
Children's Dresses esceeeescecssessrcenses
Children's Coats sesecsecosssrrccscscssee
Children's Outerwear, N.€.C. cecevecrases
Fabric Dress and Work Gloves sveeessceess
Robes and Dressing GOWNS eesecessesessnes
Waterproof Outergarments ...ceeeeeecceees
Leather and Sheeplined Clothing c.eeeeses
Apparel Belts cecececescccscacscessansnns
Apparel, N.@.Ce cecesoccrsccorccrccsrnces
Schiffli Machine Embroideries .ievececese
Pleating and STitching siveeecececocosees
Knit Outerwear Mills .s.ceeevececcsccesnes
Knit Underwear Mills seeeeeosecsnses
Knitting Mills, n.e.Co weveeevrvonnrecens
Fabricated Rubber Products, n.e.c. .eesa..
Leather GlOVES suvssnscssssosssoscncecces
Artificial FIOWErs sevececscesoscascscese

* The specialization ratio compares the given industry's value
of shipments or production of its primary products to its
total value of shipments or production of products.

SOURCE: U,S, Bureau of the Census
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Apparel (knit ?nd woven)

cents)

Industry, 1966

Branch of Industry

Net Worth Per
Dollar_of Sales

Annex G

Blouses and waists 11.1¢

Children's and infants' outerwear 1.9

Men's and boys' coats and suits 21.9

Women's coats and suits 12,8

Dresses 9.6

Knitted outervear 16.1

Overalls and work clothing 27.6

Men's shirts, underwear and pajamas 18.3

Men's and boys' trousers 23.4

Vomen's and children's underwear 17.6

SOURCE: Dun and Bradstreetf, Inc.

Size of Assets
$250,000  $1,000,000
" Under - to . to
Branch_of Industry $250,000 $1,000,000 $10,000,000 All Sizes

Knitgoods (¥) 19.2¢ 19.2¢ 24.4¢ 28.6¢
Men's suits and coats 21.3 20.0 29.4 28.6
Men's shirts, collars, nightwear n.a. n.a, 18.5 18.9
Men's work clothing n.a. 23,8 . 23,3 23.8
Men's sports clothing 19.2 23,3 23.3 28.6
Men's pants n.a. 21.7 26,3 25.0
Women's coats,suits,skirts,sportswear 12.5 14.7 18.5 19.6
Women's dresses 12,3 10.9 17.9 18.2
Women's undergarments and sleepwear n.a. 15.2 n.a. 27.8
Children's clothing 15.9 16.4 21.7

20.4

n.a., == Not available
(¥) == Except hosiery

SOURCE: National Association of Bank Loan Officers and Credit Men
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Annex H

Wholesale Price Index, United States, Apparel
and All Commodities

(1957-59=100)

All
Year Apparel Commodities
1951 104,2 96,7
1952 1004 9.0
1953 99,7 - 92,7
1954 98.9 92.9
1955 98.9 - 93,2
1956 . 100.0 96.2
1957 .100.0 99,0
1958 99.7 100.4
1959 100.4 100.6
1960 101.3 100.7
1961 100.9 ©100.3
1962 101.5 100.6
1963 101.9 100.3
1964 - 102,8 100.5
"1965 103,7 102.5
1966 105.0 105.9
1967 106.9 106.1

SOURCE s U.S.'Deparfmenf of Labor
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Annex I

Consumer Price Index, United States,
Apparel (other than footwear) and All Items

(1957-59=100)
All All
_Year Apparel . Items -
1951 101.7 o5
1952 100.8 . 92,5
1953 - 99.8 93,2
1954 99.0 93,6
1955 98.2. 93.3
1956 © 99,2 - 94,7
1957 0.1 98.0
1958 99.9 100.7
1959 100.0 01,5
1960 1ot.1 - 103, 1
1961 101.7 104.2
1962 101.8 105.4
1963 102.8 ©106.7
1964 103.6 i08.1
1965 104.4 109.9
1966 106.3 3.1
1967 110.5 6.3

SOURCE: U.S. Depariment of Labor
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" o PROFITS PER DOLLAR OF SALES, BY INDUSTRY
« (Cents)
Before Federal income taxes After taxcs
- Industry S aq1Q 2qQ  3q  4Q 4 19 29 - 3Q 4Q
1966 1967 1967 1967 1967 1966 1967 1967 1967 1967
All manufacturing corporations, ¢Xcept Rewspapers « . . 9.0 83 87 7.8 84 5.5 49 52 47 s
Duéblcgoods. e e e e e 9.7 8.7 9.4 7.4 87 5.4 4.8 5.3 43 5.0 ’
‘Transportation equipment. . + « + .+ .' e .‘10.0 7.9 9.2 3.8 8.0 5.3 4.4 S 2.3 A4S
Motor vehicles and equipment? . . . . . . . . . 120 9.4 13 3.0 9.7 ) 6.6 5.3 6.3 1.9 5.4
Aircraftandparts®, o v o v v v i v v e s ’ ' 5.2 4.7 4.7 47 5.2 2.9 2.6 2.5 2.6 2.9
Elcctrical machinery, equipment, and supplies . . . . 8.4 7.9 8.0 7.7 8.5 4,6 4.2 4.4 42 4,8
Othermachinery., « . v v v v v v v v v v v v v s 10,7 10.6 11.5 10,2 9.9 5.9 5.7 6.3 .5.5 5.3
Metalworking machinery and eq ipment?. . . . . /11,0 10.2 11.0 10,1 9.4 - 6.3 5.7 6.2 5.6 &9
Other fabricated metal products « + « . v 4 o 4 4 & .75 81 8.7 7.4 1.5 4.2 4.6 4.9 42 4.2
Primary metal industries o . 2 .. 00 e by 114 10.3 9.5 6.8 8.8 6.8 6.1 5.9 Ak 5.9
Primaryironandsteel ®. . . . v . u e e 0. " T95 7.9 1.6 5.9 8.6 5.8 4.8 4.8 3.9 ‘s'.7
Primary nonferrousmetals? . . . . . ... L. 14,2 14,0 12.4 8.2 9.2 8.4 8.1 7.7 5.3 6.0
Stone, clay, and glassproduets . . . . .. .o . . (%9 48 5 9.6 8.4 ) 4.9 2.3 5.4 5.7 5.4
Furniturc and fixtures. . . . . . . L0000 (6.8 5.9 6.3 6.4 6.9 3.7 3.2 3‘.5 3‘.6 3.8
Lumber and wood products, except furniture. . . . . 3.7 4.0 5.4 6.0 5.3 2.5 2.4 3.4 40 37
Tnstruments and rlated products. . . .+« . . . 4 . 181 1.8 167 162 6.1 9.9 8.0 7.9 8.8 91
Misccll: fz ing and ord: e e ‘!.7 7.1 2.0 7.2 7.6 i . 5.7 4,2 41 42 42
- Nondurablegoods . v v v v v v v v v v v e e e e ) ‘0.2 7.9 7.9 8.1 8.1 S.S} 5.1 5.2 5.2 5.5
Fo:dandkindndp{yducu et e s e ft.s 4.3 4.6 5.1 4.8 2.6 2.3 2.5 2.8 2.8
nlry products =/ (4.0 3.7 4.4 45 42 2.3 2,1 25 2.5 2.3
Bakery products &/ . . .. L. 000 5.0 3.7 49 AG 5.4 2.9 2.0 2.7 2.5 3.2
Alcoholic beverages 1/ ©7. 6.7 1.9 8.6 8.5 L4333 43 A0 46
Tobacco manufactures « + v v v v v v 000w e 10.8 10.0 11.0 12,3 11.5 5.8 5.1 5.8 6.4 6.2
Textile mill products + o« v v v v e e e e e 6.0 4.5 5.0 5.3 6.1 3.4 2.6 27 2.9 3.4
( Apparc! and other finished products . . . . . oL . "4, 3.2 3.3 47 47 2.4 1.8 1.7 2.8 2.9 )
Paperand alliedproducts o & o o o v o ¢ 0 0 0 00 . 189 8.2 8.3 7.4 7.3 5.4 4.8 4,9 4.5 4.7
“Printing and publishing, except newspapers . -, . . . 8.5 7.6 8.0 87 7.2 4.9 A3 4.6 4.9 3.9
. Chemicals and allicd products « « « + « « . 4 % . 123 124 12 1w 17 2.4 69 7.0 65 1.0
Basiechemicals'. o . oo u i 1.4 12,2 11.6 9.7 10.3 7.1 7.1 6.8 5.8 6.4
R 184 18,6 17.3 19.7 173 © 105 9.9 9.5 108 10.2
Petrolcum refining and related industries . . . . .. 13,0 ‘13.0 12.3 12.4 12.5 11.2 1.0 10.8 10.7 1l.1
Petroleum refining ! . . 0 0 L 0 v e e 4 13.2 13.1 12.5 12.4 12.6 11,4 11.2 10,9 10.7 11.2
Rubber and miscellancous plastics products . . . . . 7.6 6.8 6,0 6.3 8.0 a5 37 34 36 S
Leather and leather products o v v o v v v v 4 4 . ‘:5.3 5.7 4.1 5.3 6.1 3.0 3.2 2.1 3.0 3.4

1/ 1Included in mnjor induntry above,

SOURCE: Federal Trade Commission and Securities and Exchange Commission
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Profits as a Per Cent of Sales, by Slze of Assets, Different Branches, )
Appare!l (knit and woven) Industry 1966

Size of Assets
$250,000 $1,000,000

Under to to

Branch of Indusiry $250,000 $1,000,000 $10,000,000 All sizes
AFTER TAXES
Knitgoods (¥) 0.7Z(L) 1.5% 2.6% 2.8%
Children's clothing 2.1 1.2 2.5 2.3
Men's suits and coats [ 1.7 3.1 3.0
Men's shirts,collars and nighivwear n.a. n.a. 2.0 2.1
Men's work clothing n.a. 2.7 2.0 2.3
Women's coats,suits,skirts,sportswear .6 I.4 2.5 2.9
Women's dresses 1.4 1.4 1.9 © 2.6,
Men's sports clothing 1.7 1.6 1.8 2.7
Men's pants n.a.. 1.5 1.3 1.4
BEFORE_TAXES
Knitgoods (%) 0.2%(L) 2.4% 5.0% 5.7%
Children's clothing 2.9 1.8 4,7 4.2
‘Men's suits and coats 1.9 2.8 5.8 5.6
Men's shirts,collars and nightwear n.a. . n.a, 3.7 3.8
Men's work clothing n.a. 4.8 3.7 4.4
Women's coats,suits,skirts,sportswear 2.1 2.2° 4.7 5.4
Women's dresses 2.0 2.2 3.8 4.9
Men's sports clothing 2.6 2.6 3.1 5.1
Men's pants n.a. 2.7 2.7 2.7

(¥) ~-- Other than hosiery
n.a.,-- Not available
(L) -- Loss

SOURCE: National Association of Bank Loan Officers and Credit Men



2703

Annex L.

and Jobbers, Apparel (knit and woven) Industry, United States, 1963

Ratios of Payrolis* and Material Cosfs# to Value of Shipments, Manufacturers

Payrolls
; and
Branch of Industry Payrolls Materials Materials
Men's and boys' suits and coats 36.63 39,0% 75.6%
Men's dress shirts and nightwear 28.1 48.9 77.0
Men's and boys' underwear - 22,6 56.9 79.5
Men's ‘and boys' rnieckwear 25.9 50.5 76.4
Separate tfrousers . 29,3 49,5 78.8
Work clothing 24.0 56.6 80.6
Men's and boys' clothing, n.e.c. 29.5 53.0 82.5
Women's blouses . 30.3 46.2 76.5
‘Women's dresses 33.7 . 41.8 75.5
Women's suits, coats and skirts 29.4 49,7 79.1
Women's outerwear, n.e.c. 29.5 49.5 79.0
Women's and children's undervear 26.6 52.3 78.9
Corsets and allied garments 29.2 41.1 70.3
Children's dresses and blouses 33.3 42.3 75.6
Children's coats and suits 30.6 46.9 77.5
Children's outerwear, n.e.c. 29.9 48.3 78.2
Fabric dress and work gloves 26.0 52.6 78.6
Robes and dressing gowns 26.6 52.7 79.3
Waterproof outergarments 30.8 45.0 75.8
Leather and sheeplined clothing 23,9 57.2 8l.1
Apparel belts 32.8 42,0 74.8
Apparel, n.e.c. 29.0 49.2 78.2
Schiffli machine embroideries 37.4 32.4 69.8
Pleating and stitching 38.0 34.9 72.9
Knit outerwear mills 28.4 51.1 79.5
Knit underwear mills 28.0 52,1 80,1
Knitting mills, n.e.c. 31.7 51.6 83.3
Fabricated rubber products, n.e.c. 29.4 44 .9 74.3
Leather gloves 30.3 52.2 82.5
27.1 50.5 77.6

Artificial flowers

* Payroll includes direct payrolls of manufacturers and jobbers and
indirect payrolls of contractors.
Material costs include materials, parts, containers, supplies, fuel
and electric energy consumed directly or indirectly.

‘n.e.c. -~ Not elsewhere classified .

SOURCE: U.S. Bureau of the Census
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Annex M

Average Rate of Insured Unemployment, Apparel and Related Produéfs* and

Manufacturing Indusiries, United States

Period Anparel
1956 7.5% 3.8%
1957 n.a.’ n.a.
1958 n.&. n.a.
1959 n.a n.a.
1960 12.2% 5.9%
1961 13.43 6.8%
1962 11.0% 5.0%
1963 11.63 5.0%
1964 10.3% 4.2%
1965 8.8% 3.2%
1966 7.6% 2.6%
1967 8.2% 3.0%
January 1967 |0.5Z_‘ 3.63
January 1968 10.3% 3.4%

n.a, -- Not available

* Standard Industrial Classification 23
NOTE:. Date not available prior fo 1956

SOURCE: U.S. Depariment of Labor

1972

Ratio of Apparel
To Manufacturing

Manufacturing ._Unemployment
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Annex N

Average Rate of Unemployment Among Experienced Vorkers, Apparel and Other

Finished Textile Products* and Manufacturing Industries, United States

Period Apparel
1957 8.0% 5.0%
1958 12,08 9.2%
1959 9.6% 6.0%
1960 10.5% 9 6.2%
1961 11.42 7.7%
‘1962 9.8% 5.8%
1963 0.6% 5.7%
1964 8.0% 4.9%
1965 7.3% 4.0%
1966 6.0% 3.2%
1967 6.5% 3,7%
Jan.-Apri|'|967 6.9% 3.8%
Jan.:April 1968 7.2% 3.8%

* Standard Industrial Classification 23
NOTE: Data not available prior to 1957

SOURCE:U.S. Department of Labor

160%
130%
160%
1698
148%
169
168%
1638
183%
188%
176%

1828

189%

Ratio of Apparel:
. To Menufacturing
| —Manufacturing Unemp loyment
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Annex O

Average Hourly Earnings, Production Workers, Apparel and Related
Products Industry¥* and All Menufacturing, United States

. Apparel and . All
Year Related Products Manufacturing
1947 $1.16 } $ 1.22
1948 : 1.22 ) 1.33
1949° 1.2l 1.38
1950 1.24 1.44
1951 1.31 : 1.56
1952 1.32 1.65
1953 1.35 1.74
1954 1.37 _ 1.78
1955 1.37 1.86
1956 1.47 1.95
1957 1.51 ) 2.05
1958 1.54 2,11
1959 1.56 2.19
1960 1.59 2,26
1961 l.64 ) 2.32
1962 .69 2.39
1963 1.73 2.46
1964 I.79 2,53
1965 1.83 2.61
1966 1.89 2.2

1967 2,03 2.83

.

* Standard Industrial Classification 23
SOURCE: U.S. Depariment of Labor



