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IMPORT RELIEF FOR THE U.S. NONRUBBER
FOOTWEAR INDUSTRY

FRIDAY, JUNE 22, 1984

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
CoMMITTEE ON FINANCE,
Washington, DC.

The subcommittee met, pursuant to notice, at 10 a.m. in room
SD-215, Dirksen Senate Office Building, Hon. John C. Danforth

(chairman) &'esiding.

Present: Senators Danforth, Heinz, Symms, and Mitchell.
- Also present: Senators Cohen and Kasten.

[The press release announcing the hearing, the prepared state-
ments of Senator Heinz and Senator Mitchell, and background ma-
terial on the ITC injury determination follow:]

[Press Release No. 84-149} \

SUBCOMMITTEE ON INTERNATIONAL TRADE ANNOUNCES HEARING ON IMPORT RELIEF
rOR THE U.S. NONRUBBER FOOTWEAR INDUSTRY

Senator John C. Danforth (R., Mo.), Chairman of the Subcommittee on Interna-
tional Trade of the Committee on Finance, announced today that the Subcommittee
will conduct a hearing on Friday, June 22, 1984, on measures to provide import
relief to the domestic nonrubber footwear industry.

The hearing will commence at 10:00 a.m. in Room SD-215 of the Dirksen Senate
Office Building.

In announcing the hearing, Chairman Danforth noted that on June 6 the Interna-
tional Trade Commission voted unanimously that the nonrubber footwear industry
is not experiencing serious injury or facing a threat of serious injury from imports
under the relevant standards of section 201 of the Trade Act, in spite of the fact
that imports now account for approximately seventy percent of the U.S. market. Ac-
cordingly, the hearing will consider measures to provide the nonrubber footwear in-
dustry import relief, including S. 2731, the American Footwear Act of 1984, and
améndments to section 201 of the Trade Act of 1974.

PREPARED STATEMENT OF SENATOR HEINZ |

I welcome today’s hearing as a constructive forum in which to discuss the options
which remain open to the American nonrubber footwear industry. Although suffer-
ing from an import penetration rate of over 70 Szrcent and an unemployment rate
of almost 19 percent, the International Trade Commission rejected the industry's
recent 201 petition filed under the 1974 Trade Act, 0 to 5, Congressional action is
necessary in the face of the ITC’s recent opinion denying import relief to the Ameri-
can footwear industry. E

More than two out of every three pairs of shoes bought this year by American
consumers will have been produced abroad, an increase of 54 percent since mid-
1981. The reestablishment of import controls, which were allowed to expire in 1981,
would give this industry much-needed breathing space to continue modernization

(1)



2

and investment plans started in the late 1970’s when this sector was operating in an
orderly manner. Production has declined from 413.1 million pairs in 1975 to 341.2
million pairs in 1983, the lowest levels since the 1930’s. Many plants have been
forced to close their doors and a significant number of others are continuing to oper- -
ate in the red. ) -

Employment in the domestic footwear industry has declined from 320,000 in 1968
to 130,000 today. The unemployment rate, which was 8.2 percent in 1978, rose to
19.4 percent in 1982, compared with 12.3 percent for all other manufacturing indus-
tries. Today’s rate is about 18.7 percent, still higher than most other industries. The
employment situation in the footwear industry is even more serious due to the
nature of the footwear workforce—they are often older and female with skills
unable to be transferred to other industries. Layoffs in this industry fall particular-
ly hard on the rural and semi-rural areas where you typically find shoe factories
and where other employment opportunities are limited.

The ITC’s conclusion that the footwear industry had not been injured by imports
was heavily influenced by the apparent profitability of the industry, yet their fig-
ures did not include those firms which had been forced to close during the same
period. The Commission looked onli; at the “survivors” who had held up rather well
against foreign imports. It seems that if a man is hit by a truck then he is injured
and may get some relief. However, should he be hit by a truck and kijlled, he would
not be considered to have been injured. The Commissioners have adopted the same
attitude in their consideration of the domestic footwear industry.

The shoe industry is not asking for a handout, but for a chance, What is needed is
legislation or administrative action designed to helr the domestic nonrubber foot-
wear industry survive an onslaught of imports from low-wage Third World countries
and regain its competitiveness.

PREPARED STATEMENT OF SENATOR GEORGE J. MITCHELL
The subject of this morning's hearing is import relief for the domestic shoe indus-

try.

I regret that such a hearing is even necessary. But the rejection by the Interna-
tional Trade Commission of the shoe industry’s petition for import relief forces as to
examine alternative means of obtaining import limits.

I am shocked and disappointed by the ITC's failure to find that the domestic shoe
industry is seriously injured by imports. Since the Orderly Marketinf Agreements
expired in 1981, the in ustrr has experienced a surge in imports, declining produc-
tion, and increasing unemployment. Apparently the ITC concluded that the indus-
try is not being hurt by imports because some domestic producers have maintained
profitability by closing plants, laying off workers, and replacing the lost production
with imported shoes. R

This is not my concept of successful adjustment to international competition. This
notion completely ignores the plight of the unemployed footwear workers, many of
whom either live in areas that offer few alternative job opportunities or lack the
necessary skills to be considered for openings that do exist. .

The consequences of the ITC decision are easy to predict. I would like to include
in the hearing record an article that appea recently in The New York Times.
This article tells of a shoe factory in New Hampshire that will be closing July 1.
The announcement came just two days after the ITC vote, and the president of the
company said that this action is a direct result of the Commission’s decision. 250
workers will lose their jobs.

The company is not alone. Many other shoe companies must now assess the
futuPe of their domestic operations in light of the substantial profits they can earn
bg importinﬁ. Undoubtedly, we will witness more plant closings and an accelerated
shift to off-shore production. .

The issue of shoe import limits does not end with the ITC decision. The Constitu-
tion gives Congress the authority to regulate foreign commerce, so Congress should
make the ultimate decision on import restraints on foreign footwear.

Our options are limited. The most effective solution, I believe, is to legislate the
quotas sought by the industry. This is the approach taken in S. 2731, which was
sponsored by Senator Cohen, myself, and a number of other Senators. Swift passage
of this bill will provide the most reliable and most effective means of preserving gﬁe
American footwear industry.

I recognize, however, the difficulties in securing passage of this bill. Thus, we
must explore other ibilities. Along these lines, amendments to section 210 of the
Trade Act of 1974 should be considered. If Congress determines that the shoe indus-
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try is deserving of import relief, section 201 should be adjusted to reflect the indus-
try’s situation.

I look forward to hearing the opinions of the witnesses regarding the most appro-
priate course of action. Whatever route we choose, I hope that this committee will
act promptly. It is important that we send a message to U.S. footwear producers and
worﬁers that the Congress is concerned about their future.

Senator DANFORTH. I have a little problem this morning in that
the Tax Conference, the conference on the tax part of the down
payment on the deficit, is hopefully concluding today. The confer-
ees started meeting about 8:30 this morning, the Senate conferees
did, and I am staying close to the phone. It is probable that in the
very near future I am going to have to head for the conference.

I have learned from experience that if you leave the room during
the last day of the Tax Conference you do so at great peril.

Senator Heinz has been good enough to agree to take over the
hearing when the time comes that I have to leave. But I want to
begin by saying the fact that I'm absent is something that I regret,
because I think this is an extraordinarily important issue for an
al:vful lot of people whose lives ave disrupted by a surge of imported
shoes. :

A lot of my constituents and a lot of Senator Cohen and Senator
Mitchell’s constituents, anybody in a shoe-producing State, know
what happens to whole communities when imports surge.

Life is, of course, full of surprises, and I have to say that one of

: the surprises—not a pleasant one, but one of the great surprises

that I have had recently—was learning that the International
Trade Commission by a vote of 5 to 0 found no injury to the U.S.
shoe industry as the result of imports. I thought that if one thing
in Washington was predictable it was that injury would be found.
The idea that there could be 70-percent penetration and no finding
of injury is something that is very hard to sink in. I think it is
really clear from the legislative history of section 201 that Con-
gress itself anticipated that the shoe industry was precisely what
would be covered by section 201. .

As a matter of fact, during the floor debate in the Senate on the
Trade Act of 1974, there was a colloquy on the floor between Sena-
tor Long and Senators Muskie and McIntyre about the footwear in-
dustry. The question was asked of Senator Long by Senators
Muskie and McIntyre while section 201 was being debated on the
floor of the Senate as to the possibility that the footwear industry
would get relief under section 201. In answer to the specific ques-
tion, Senator Long, managing the bill, said as follows: “It is our
guess that if the shoe industry would seek relief under the terms of
this act, chances are 90 out of 100 that it would get relief.” And
that was back in 1974.

So, when the ITC by a vote of 5 to 0 finds no injury, something
has gone terribly wrong. It has either gone terribly wrong with the
interpretation of congressional intent, the interpretation of what
the law says, or in the alternative, something went terribly wrong
in the analysis of the facts, or some combination of the two.

The ITC, with respect to its facts interpretation—and I think this
hearing will point to this—did not include statistics in its factual
analysis on plant closings. In its analysis of capacity and its analy-
sis of employment, apparently it took a kind of snapshot approach
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to the present state of the industry and it did not have any analy-
sis of plant closings. In fact, since 1981 when the orderly marketing
agreements ended, 13 percent of all of the shoe plants in this coun-
try have closed.

With respect to interpretation of the law, the ITC seems to have
focused almost entirely on the profitability of companies—even if
they are very large companies, even if they are conglomerates. In
fact, the Congress provided that a number of things are to be ana-
lyzed in determining whether there is injury:

Significant idling of productive facilities in the industry; virtual-
ly ignored by the ITC in its findings in this case.

Inability of a number of firms to operate at a reasonable level of
profit. The ITC seems to have analyzed profitability of an industry
with a kind of mega-approach to economic analysis, without look-
ing into the profitability of specific firms, and particularly smaller
firms, many of whom have gone out >f business.

Significant unemployment or underemployment within the in-
dustry was intended by Congress to be analyzed by the Internation-
al Trade Commission; and, again, there was apparently no concern,
or little concern, for unemgloyment and underemployment.

So I think that the two basic is.aes that are before us today are,

first, was the ITC right—right in its interpretation of the law, and
right in its analysis of the facts? Maybe they can make the case.
Maybe somebody can come forward today and make the case that
they were right. It stretches my imagination that that could be
done, but maybe some person with' a very fertile mind can stretch
us to the furthest reaches of the human imagination and persuade
us that in analysis of facts and interpretation of law the ITC was
right in this case.
- If that is true, then I think we move to the second stage of our
considerations, and that is: If this is the way the law is written,
then is the law right? Does the law truly describe what the intent
of Congress is with respect to 201 relief?

I am looking into the possibility now, in fact. more than that, an-
ticipating in the very near future the introduction of a bill with
regard to section 201 to further clarify what Congress does mean.

nder the early-bird rule, I think that Senator Mitchell is next
here today. Senator Mitchell?

STATEMENT OF HON. GEORGE J. MITCHELL, U.S. SENATOR FROM
THE STATE OF MAINE

Senator MrtcHELL. Thank you, Mr. Chairman.

As you have noted, the subject of this morning’s hearing is
import relief for the domestic shoe industry. I regret very much
that this hearing is necessary, but the rejection by the Internation-
al Trade Commission of the shoe industry’s petition for import
felief forces us to examine alternative means of obtaining import
imits.

I was shocked and disappointed, as I know you were and many
others of us in the Senate were, by the ITC’s failure to find that
the domestic shoe industry is seriously injured by imports.

Since the Orderly Marketing Agreements expired ir. 1981, the in-
dustry has experienced a dramatic surge in imports, declining pro-
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duction, and increasing unemployment. Apparently the ITC con-
cluded that the industry is not being hurt by imports because some
domestic producers have maintaineé profitability, even though that
was largely accomplished by closing plants, laying off workers, and
replacing the lost domestic production with imported shoes.

fore I entered the Senate I had the privilege of serving as a
Federal judge. In my experience I have not ever seen a case where
a judicial or a quasi-judicial body rendered a decision more at vari-
ance with the evidence in the case. By their decision, the members
of the ITC have demonstrated a flagrant disregard for the law in
ignoring the clear intent of Congress and a gross insensitivity-to
the Fli ht of thousands of American shoe workers. Evidently, to
the , injury does not include American workers. This is not my
concept of how we should deal with the effects of international
competition.

The ITC's notion completely ignores thousands of unemployed
footwear workers, many of whom either live in areas that offer few
alternatives or lack the necessary skills to be considered for open-
ings that do exist.

he consequences of the ITC’s decision are easy to predict and
indeed have already commenced.

I would like to include, Mr. Chairman, in the hearing record an
article that appeared recently in the New York Times. It tells of a
shoe factory in New Hampshire that will be closing in just a few
days, on July 1. The announcement came just 2 days after the ITC
vote, and the presidént of the company sald that the closing action
is a direct result of the Commission’s decision. Two hundred and
fifty American workers will lose their jobs.

hat company is not alone, Many other shoe companies are now
assessing their future, the future especially of their domestic oper-
ations, in light of the substantial profit they can earn by importing.
Undoubtedly we will witness now more Elant closings, more Ameri-
cans unemployed, and an accelerated shift to offshore production.

The issue of shoe imports limits does not end with the ITC deci-
sion. The Constitution gives Congress the authority to regulate for-
eign commerce, so Congress should make the ultimate decision on
imgort restraints on foreign-made foatwear.

ur options are limited. The most effective solution, I believe, is
to legislate the quotas sought by the industrg. This is the approach
taken by S. 2731, which was sponsored by Senator Cohen, myself,
and other Senators. The swift passage of this bill will provide the
most reliable and most effective means of preserving the American
footwear industry. -

I recognize, however, as we all do, the difficulties in securing pas-
sage of this bill, and thus we must explore other possibilities. Along
these lines, amendments to section 201 of the Trade Act of 1974—
as you, Mr. Chairman, have indicated—should be considered. If
Congress determines that the shoe industry is deserving of import
:9lief, section 201 should.be adjusted to reflect the industry’s situa-

ion. ¢

I look forward to hearing the testimony of the witnesses regard-
ing the most appropriate course of action. Whatever route we
choose, I hope this committee will act I;.)Iromiptly. It is of critical im-
portance that we send a message to U.S. footwear producers and
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the many thousands of American workers that Congress is indeed
concerned about their future.

Thank you, Mr. Chairman.

Senator DANFORTH. Senator Heinz?

Senator HEINz. Mr. Chairman, first I ask unanimous consent
that my prepared statement be a part of the record.

Mr. Chairman, I want to commend you for holding these hear-
ings on the ITC decision regarding footwear injury. You have men-
tioned the numerous factors that led to this decision—the dramatic
growth in imports, the rising trend in underemployment in the in-
dustry, how the Commission appears to have concentrated -only on
the most recent statistics, the relatively small sample that the ITC
used in determining production and capacity, some of the other
measures that the ITC used, lookiug only at the survivors and not
the fallen in this combat with imports.

I would just make two observations. The finding that an industry

. with 70-percent import penetration is not injured reminds me a
" little bit of saying that somebody who has been run over by a truck

and has lost both legs, has been injured. But if he’s been killed and
is dead, he is not. And that seems to be the legal theory on which
the ITC is working here.

The ITC has two missions: One is to find out when serious injury,
by reason of imports, exists. In this case it has clearly failed, at
least in my judgment, to do so. Its second job, if and when it finds
injury, is to recommend relief sufficient to eliminate the injury.
Now, that's not an issue in the hearing today, but I do worry that
the ITC is not only failing totally to come to grips with its first
mission, but we are going to have an example in the next 3 or 4
weeks as to whether it is going to fail in its second mission as well,
and I am referring to the test that they are going to be put to in
recommending relief for the steel industry.

Mr. Chairman, it is very easy for the Commission, notwithstand-
ing the direction Congress has given it, to recommend relief that
simply doesn’t do the job. So it may very well be that, in addition
to the legislation that you have mentioned which would set the
ground rules much more strictly and much more carefully as to the ~
means by which the ITC would go about finding injury, we may
also need in such legislation a much clearer, much more specific,
much less flexible set of directions to the ITC on how they go about
remedying injury once they find it.

That is the message that I am s:2ading today—not so much to our
witnesses, but to the ITC, if it wants to get Congress upset.

The Commission has embarked on step one of two possible steps
that may precipitate a total overhaul of section 201 and will give
the commissioners who sit down there a considerable amount of re-
direction, whether or not they like it.

I commend you, Mr. Chairman, for what you intend to do, and
we intend to work with you as you do it.

Senator DANFORTH. Thank you, Senator Heinz.

Senator Cohen, as the chairman of the Footwear Caucus in the
Senate, has been one of the most active and maybe the most active
Member of the Senate in this area. Senator, welcome back.
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STATEMENT BY HON. WILLIAM S. COHEN, U.S, SENATOR FROM
THE STATE OF MAINE

Senator CoHEN. Thank you very much, Mr. Chairman.

I am not, perhaps, only the most active but maybe the most——

Senator DANFORTH. Irate?

Senator CoHEN. I was going to say ‘‘irate, frustrated, angry.”

Senator Mitchell as well as you, Mr. Chairman, summarized the
nature of the frustration that many of us who represent States who
produce shoes, feel, as you know, Senator Mitchell, I, you, Senator
Heinz, and others appeared before the ITC, and made what I
thought wad’ one of the most persuasive cases that could ever be
made before any so-called independent or quasi-independent body
in this city. The facts were indisputable, incontrovertable. They led
to only one conclusion.

I think that every single one of us assumed, because we had
played such a role in the shaping of the legislation in the first
place, that the conclusion was inevitable that injury had in fact oc-
curred. .

So I was shocked, Mr. Chairman. I think you and I had a conver-
sation in which you asked what relief might be forthcoming, and 1
said that I thought impeachment might be an appropriate subject
matter to discuss—[laughter]—because I really did believe that
there has been a total abdication of responsibility that is assigned
to the members of that independent coinmission. I said it in jest,
but only half in jest, I must say. ;

Senator DANFORTH. You weren’t smiling when you said it.

Senator CoHEN. No, I wasn’t. smiling.

In my judgment, it defies all logic and experience. For the Com-
mission to conclude that no injury has occurred ignores history—it
ignores it since 1968, when tariffs were lowered, and imports have
increased some 232 percent. In 1983 imports accounted for 64 per-
cent of the market. Today they account for over 70 percent, and
the beef goes on as far as the loss of jobs in this country.

Senator Mitchell touched upon the foreboding that we all fear
about more plants closing. I will share with you a letter I received
on June 15 from the Eastman Shoe Manufacturing Co., a corpora-
tion in Maine. They asked me to make it public at this time:

“Just a note to let you know how disappointed we all are in the
decision recently made by the International Trade Commission.
Naturally, we at Eastman do not plan to roll over and die’’—and
then they go on to explain—"however, due to the loss of a great
deal of our boat shoe business, one of our leading shoes, we will be
forced to close down our Lewiston cutting and stitching room. We
will have all we can do to support our Fryburg and Freeport facto-
Fies.” There are another 50 jobs that will be lost in the very near
uture.

I will submit that letter for the record.

[The letter follows:]
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SHOE MFG. CORP.
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June 15, 1984

The Hon. William S. Cohen
United States Senate
Washington, D, C.

De.ar Bill:

Just a note to let you know how disappointed we all are
in the decision recently made by the International Trade
Commission. Naturally we at Eastland do not plan to roll over
and die.

However, the effect of this \ruling certainly will be
felt. I am sorry to say that some of our large make-up
accounts gave a good portion of our Boat Shoe business to our
foreign competitors so that they would be able to make bigger
mark ups and maintain better prices. In checking the bottom
line of some of these large chain store retailers, we ask
ourselves a question--"Was it need or greed?" These are the
same retailers who sold the International Trade Commission the
idea that without imports the general public would be the
victims of having to pay exorbitant prices for domestic shoes.

Due to the 1loss of a great deal of our Boat Shoe
business, one of our leading shoes, we will be forced to close
our Lewlston Cutting and Stitching room. We will have all we
can do to support our Fryeburg and Freeport factories. This is
very confidential to you and very upsetting to me. As I said
in the beginning, we will continue to battle and we will
survive. Bu_g_.__ﬂn_e_:; I hear that one of the reasons the Inter-
due to the fact that the industry's profits were good over the
Iacslt few years, I wonder how much experience these people have
had.

True we are proud that we have had a few ‘good years, but
we are pretty worried about this coming year. Our backlog of

orders is running way behind last year's due to the fact that
many orders have been placed off-shore.

If there is anything that I can personally do, p‘lease do
not hesitate to call me. .

Kindest personal regards and thank you for your continued
interest in our industry's behalf.

Very truly yours,
E. LAND SHOE MFG. CORP.

w

Jonag B. Klein
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Senator CoHEN. We have lost over 2,000 jobs in the State of
Maine just in 1981. And I find it somewhat ironic that the ITC
back in 1981 unanimously ruled that the shoe industry was enti-
tled to relief—unanimously ruled that just 3 years ago. And I think
the facts are overwhelming that the shoe industry today is in infi-
nitely worse condition in 1984 than it was in 19381, in its totality.

I can only come to the conclusion that the ITC Commission itself
has had an ideological change. The facts have not changed, the law
has not changed, so it seems to me that the ideological composition
of the Coinmission itself has changed. ,

Mr. Chairman, I listened to you and your powerful statement.
We have two proud Maine people in the audience here today who
are going to testify before you—Jeanne Hebert and Diane
Walker—two ladies who have lost their jobs in Maine and who rep-
resent a number of men and women in the State of Maine who
have lost their jobs. They were responsible for helpinF organize the
rally in Maine recently to try and demonstrate the plight of people
who have lost their jobs.

And I hope that some of the Commissioners—to the extent that
they are here today, which I doubt—or at least their staffs who will
be here—will listen to the kind of pain these women have experi-
enced and what they reflect in the way of other pain experienced
in Maine and, I suggest, throughout the shoe-producing States of
this country.

Mr. Chairman, I share with you the absolute amazement that
the ITC could come to the conclusion that because some companies
within the shoe manufacturing business made a profit, therefore
there was no injury.

Now, Senator Mitchell has pointed out that all you have to do is
start laying off workers, which we have done by the thousands in
this country, all you have to do is to start shifting some of those
jobs offshore to take advantage of the 88 cents-an-hour pay scale
that these countries enjoy, to start making a profit. We are forcing
our domestic manufacturers to go abroad. And for the ITC to now
in part cite the very shipment of those jobs overseas as a reason for
our current difficulties seems to me puts us in a classic Catch-22
position—they are forced to go offshore because they are being
flooded with shoes from other countries; then when they do go off-
shlo_r% that is then cited as the reason why they are not entitled to
relief.

I can only say to you, Mr. Chairman and the other members of
this committee, in response to the decision made by the ITC, I
would quote from Oliver Twist, where it is said: “If the law sup-
poses that, Mr. Bumble, the law is an ass, an idiot.” And it seems
to me that is exactly what the ITC has done. It has rendered the
law an ass or an idiot in its analysis. Perhaps it is ironic that one
should have to quote from Charles Dickens to make that point in
light of the kind of pain and anxiety that the workers of this coun-
try have had to endure. And that suffering has gone really unno-
ticed or at least uncared for by the members of the Commission.

I want to make a further point. I mentioned before that there
seems to be some sort of an ideological shift going on within the
ITC itself. There is an item in f'esterday’s Wall Street Journal enti-
tled “Fashioning an Industrial Relief Act,” written by a Mr. Tom
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Wasinger, who happens to be the legal counsel and adviser to the
ITC Commissioner Seeley Lodwick. And I think it is important that
all of the members of this committee read this, because it reflects
what is taking place in the ITC; the ITC is no longer a. fact-finding
Commission, it now a policymaking body.

It seems to me the role ot Congress is supposed to be that of pol-
icymaking, and nct the ITC. Theirs was to be a factual determina-
tion under the law as to whether injury had in fact occurred. And
if you read this particular measure, the writer of this item be-’
moans the fact that relief was granted in the steel case petition,
that relief was granted in the copper petition, and that this some-
how is opening the doors to a rather tragic future for our trade
policy. So, with that kind of analysis going on, I think it is clear
tha they are no longer engaged in factual determination, but
rather seeking a philosophical or policy conclusion, then shaping
the evidence to conform to a predetermined conclusion. That is
something that is a concern to me and I hope an alarm to the
Members of the U.S. Senate.

Mr. Chairman, I will submit my statement for the record but let
mifiust sa[\; that I have come to two conclusions:

o. 1, that we have to act very swiftly if we are going to save
this industry from what I believe to be an inevitable fate; that is
the total death of the domestic footwear producing industry. We've
got to take action, )

Senator Mitchell and I have introduced a bill which would call
for import restrictions, the quota system called for by the industry
itself. That is only one proposal. There are several others, including
the chairman’s, the reworking of section 201.

The second conclusion I would draw is that our trade laws are
not working as Congress intended. If we can’t demonstrate a classic
case of injury under 201, then either we are faced with one of two
decisions: We either have to change the members of the Commis-
sion and remove them, which we cannot do, or we have to change
the law. So we are faced with that second conclusion at this point.

I think the legislation will have to be amended first to make
clear that the ITC must consider increases in imports by domestic
producers as a factor in finding serious injury or the threat of seri-
ous injury; and, second, to make clear that the aggregate profitabil-
ity of an industry alone does not preclude the ITC from finding
injury when the production and employment criteria of the statute
are met.

I am not even encouraged that a change of the law will satisfy
the ITC, no matter what we do, because, based upon their perform-
ance to date, based upon the kind of analysis that is evident in
today’s Wall Street Journal, it seems to me we could amend the
law, we could mandate certain conclusions, and that they would
choose free to disregard that for philosophical or ideological rea-
sons.

But I don’t think we have many choices right now, as Senator
Mitchell has said. There aren’t many options available. This may
be the only one open to us at this time.

I want to thank you, Mr. Chairman. You and I, Senator Heinz,
and others have not been successful in the gast, when we went to
the President back in 1981 and ‘begged and pleaded with him to
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provide some measure of relief. We were turned down. Then 3
years later, the very prediction that we made at that time has
come true—the shoe industry is in'a far worse position as the
result of the relief not being granted in 1981,

And now, in 1984, the ITC having been reconstituted has come to
a unanimous conclusion that the footwear industry is not entitled
to relief in any event. i '

I think that we have limited options, and I would hope that we
would present as strong a case to the U.S. Senate, and indeed the
House—we have over a hundred members of the shoe caucus—and
take that to the President and say we want relief. We want relief
for the people who are going to be testifying here today, and to
take their causes and their concerns into consideration.

Thank you very much.

I would ask if I could also submit a letter from L.L. Bean, with
their reaction tu ine ITC decision. I think perhaps it will help eluci-
date on the subject even further. ’

Senator DANFORTH. Of course. Thank you, Senator Cohen.

[Senator Cohen’s prepared testimony and the letter from L.L.
Bean follow:]
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Statement of

SENATOR WILLIAM S. COHEN

before the

Subcommittee on International Trade

June 22, 1984

Mr. Cchairman and members of the Subcommittee, once
again 1 come before you as Chairman of the Senate Footwear
Caucus to plea for relief on behalf of the domestic footwear
industry. Less than one month ago, this Subcommittee heard
ample testimony on the problems facing this industry. The
statistics that were recited at that time, such as massive
import penetration levels, high unemployment and extensive
plant closings present, in my view, the classic case of an
industry that is unable to survive the onslaught of foreign
imports. It is a perfect example of the type of case that
should prevail under our trade laws. Despite this clear
showing of injury by reason of imports, the International
Trade Commission denied the footwear industry's petition for

relief under section 201 of the Trade Act of 1974,

It {s hard for me to exercise restraint in commenting
.upon the rationale offered by the ITC in its decision. The

initial statements of the commissioners indicate that the
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ITC has ignored the true condition of the domestic footwear
industry. First, the Commission's decision that no injury
has occurred underestimates the massive surge of imports
that has flonded the domestic market. Since 1968, when
tariffs were lowered, imports have increased by 232 per
cent. 1In 1983, they accounted for 64 per cent of the U.S.
market and over six per cent of the entire U,S. trade
deficit. Today, imporfed footwear comprises over 70 per
cent of the entire re;ai} market. This import penetration
level is well over twice the import levels in the steel and
copper industries, which were both granted relief by the ITC

last week.

These high import levels have had a crippling effect on
the U.S. industry and its labor force., Unemployment in the
industry now exceeds 18 per cent, double the national average.
In 1982, 41,000 American shoe workers were unemployed due to
factory closings. Already,.in 1984, approximately 20 more
factories have been closed. In my own state of Maine -- the
largest footwear manufacturing state in the nation -- nearly
2,000 jobs have been lost since 1981, when the orderly marketing
agreements were terminated. Later this morning you will
hear from ggr.;lebert and Diane Walker, representing the
Shoeworkers of Maine, who will describe to you first-hand
the desperation and frustration felt by the shoe workers who

have been laid off in my state.

41-167 0 - 85 - 2
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Just this week, I received word from another Maine shoe
manufacturer that it will be closing part of its facilities,

putting over 50 more people out of work.

And yet, the ITC ruled that imports are not seriously
injuring this industry. I'invite the ITC.commissioners to
come to Maine and explain to the unemployed shoe workers,
especially to those workers in rural areas with no other
source of employment, that the footwear industry is not

hurting'due to imports.

The commissioners' statement that no injury exists
because some of the shoe companies are making a profit is
equally astounding. This ignores the fact that profit margins
have been limited to only the larger companies. The majority
of firms comprising the domestic industry, however, are
small firms that have been hit hard by imports. Also, Mr,
Chairman, I want to point out that simply making a profit
does not mean that the entire industry is not being injured.
Simply start laying off workers and shutting down factories
and it is easy to make a profit. Move your operations off
shore to countries where the production costs are lower and
you can certainly make a profit that way. The simple fact
is that the industry has had to resort to these profit-
making techniques due to massive, uncontrolled imports.

Only the survivors in this ravaged industry have turned a

profit -- and the number of survivors is dropping fast.
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Mr. Chairman, the ITC ruling brings me to two inescap-
able conclusions, FPirst, the Congreés must act swiftly to
save this important industry from further decline before
there is no domestic footwear industry left. To bring about
such relief, I, along with Senator Mitchell and several of
my colleagues have introduced the American Footwear Act of

1984.

This bill would restrict imports of nonrubber footwear
into the United States to 400 million pairs per year, The
Secretary of the Commerce is directed to allocate the global
product limitations among foreign countries, taking into
consideration such factors as the country's average level of
imports in past years, findings of unfair trade practices

with respect to nonrubber footwear, and recent market trends.

This legislation presents a moderate, yet crucial response
to the footwear problem. The global quota established by
the bill would allow importers to retain approximately 50
per cent of the retail market., This is not protectionism;
fathern it allows American workers to keep only half of the
entire market -- much less than is now enjoyed in other
major industries, .

4

The second conclusion I must draw from the decision is

that our trade laws are not working as the Congress intended.

If a classic case of injury by reason of imports cannot pass
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muster under our trade 1aws; then the ITC is either misinter-
preting the law or the current law must be clarified. It is
my f£irm belief that this case should have won under the
current section 201 of the Trade Act of 1974. In order to
avoid another case of the ITC turning the rule of law on its
‘head, however,  the Congress should amend the section 201
process so that relief will be granted in meritorious cases

such as this,

Such legislation should clarify the law in several
areas. First, sectioh 201 should be amended to make clear
that the ITC must consider increases in imports by domestic
producers as a factor in finding serious injury or the thréat
of serious injury. Second, section 201 should make clear
that the aggregate profitability of an industry alone does
not preclude the ITC from finding injury when the production
and employment criteria of the statute have been met. Third,
the law should clearly state that the loss of market share
by the domestic industry and an upward trend of imports are
indicative of serious injury or the threat of serious injury.
These and other changes Eo section 201 are necessary to

ensure that industries can obtain necessary import relief.

I appreciate your strong commitment to the shoe industry,
Mr. Chairman, and I look forward to working with you and the

Subcommittee in providing relief to this devastated industry.
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L.L.Beas,-
FREEPORT, MAINE 04033
Outdoor Sporting Speciallies

Juy 118

TEL.{207)885-4761

MERTON A. GREENLEAF
Director, Manufacturing

June 13, 1984

Honorable William S. Cohen
U. S. Senate .
Washington, D.C. 20510

Dear Senator Cohen:

The purpose of this letter is to express my concern about
the I,.T.C.'s recent decision pertaining to imported footwear,
and to respectfully request your continued support for Maine's
footwear manufacturing industry.

The I.T.C. obviously ignored the plight of the industry
while considering the Section 20l petition, and considered only
the profits of the relatively few remaining footwear companies.
Their apparent confusion and lack of concern may partially
stem from the fact that there are two "footwear industries''~---
one that buys and sells footwear, and one that manufactures and
sells footwear. Unfortunately, the lack of import quotas is
forcing many 'Manufacturers' to foreign source (rather than to
domestically produce) their footwear in an effort to price
competitively and maintain their market shares.

There is no doubt that the footwear companies engaged in
foreign sourcing are enjoying higher gross margins based on
lower manufacturing costs, and enhancing their profits., I have
always believed that the worse crime manufacturers could commit
to their workforces is to fail to operate profitably. However,

yoy life-long beliefs are being shaken, and it is very
demoralizing to see the Maine Footwear industry in the
unfortunate position of having to sacrifice the livelihoods of
many of our fellow Maine citizens to remain profitable. It seems
that domestic employment is being sacrificed to so-called 'free
trade' that does not even come close to being 'fair trade’.

Overall, the Maine footwear industry fs not backwards,
unsophisticated, or operating in the dark ages---it is just
labor intensive (necessarily) and employs a lot of people. Even
though our labor costs are low compared to American industry in
general, we still cannot compete with starvation wages paid to
our competition in foreign countries; not to mention quotas,
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Senator Cohen -2~ June 13, 1984

tariffs and embargos barring footwear imports in the countries of
our competitors. We do not have to worry about retaliation and
foreign trade barriers, because they are already in place!

The problem is actually much larger than the 'footwear
industry’, and the overall issue is whether or not we, as a
society, are willing to sacrifice our labor intensive industries
that provide meaningful employment to millions of our fellow
Americans. Our economy cannot survive with only relatively few
people engaged in buying and selling foreign made products at the
expense of tax-paying, labor intensive industry. Import quotas
designed to protect the jobs of Americans is not 'protectionism'---
it's just good common sense.

If informed, it seems that most Americans would be willing to
B pay a few more dollars for American made products than to pay
N more taxes to support the unemployed.

As one of the few citizens of the State of Maine in a
position to influence the Administration, as well as the public,
your support is needed for the very survival of the Manufacturing
industries (including footwear) that produce goods, provide
employment, and remain the cornerstone of a healthy economy.

Sincerely yours,
L. L. BEAN, INC,

TM AR
Merton Aggg nleaf .%.

Director of Manufacturing

MAG/bfg

cc: Senator George Mitchell
Representative John McKernan, Jr.
Representative Olympia Snowe
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Senator DANFORTH. Senator Mitchell?

Senator MiTcHELL. | have no questions, Mr. Chairman.

I conimend Senator Cohen on his statement and for the efforts
that he has been making on behalf of the domestic shoe industry.

Senator DANFORTH. Senator Heinz?

Senator HEINZ. No questions, Mr. Chairman.

Senator DANFORTH. Senator Cohen, thank you very much.

The next witness is Senator Kasten.

We are delighted to have the Senator from Wisconsin with us
this morning.

STATEMENT BY HON. BOB KASTEN, U.S. SENATOR FROM THE
STATE OF WISCONSIN

Senator KasTeN. Mr. Chairman, first of all, thank you for your
speedy consideration of the legislation before us today.

On June 6 when the International Trade Commission ruled that
footwear imports were not hurting our domestic footwear industry,
I was frankly shocked. If ever there was a classic example of im-
ports decimating an industry, of a situation tailor made for an ITC
finding of injury, this was'it.’

I think that your statements, Mr. Chairman, and the statements
of the Senators from Maine and others, clearly indicate that we
have a serious problem here,

What the ITC said, in effect, was that the loss of the domestic
footware' factories, and the loss of jobs in the footwear industry,
were little more than a kind of shake-out of inefficient manufactur-
_ ers. The remaining shoe manufacturers, according to the ITC, are
economically healthy.

I reject that assessment. The tens of thousands of people who
have lost their jobs because of unrestricted shoe imports were not
lazy workers making shoddy products; they were instead hard-
working Americans whose efforts produced shoes that became,
frankly, the envy of the world.

When in just a few years an industry loses half its factories, half
its work force, and all but 30 percent of its domestic market, we
are not talking about minor adjustments in a changing industry.
We are talking about a major disaster.

We know what caused this calamity. The quality of American
shoes did not suddenly decline..The American footwear industry
. did not suddenly lose its competitive drive. What did change, as
anyone who walks into a shoe store can clearly tell, is the volume
gf c}:ieap footwear imports. They have gone sky high in the past

ecade.

I need not recite, though, the statistics. We have all seen the tal-
lies representing the closed shoe plants, the laid-off employees, the
increases in shoe imports. But let me remind you what these dry
statistics represent: They represent the sure and certain strangula-
tion of an entire industry. And this goes beyond simply the foot-
wear industries to the tanneries and the other shoe-related indus-
tries. They represent the permanent dislocation of a work force
that already for the most part lives in areas of high unemplogr-
ment. And worst of all, they represent a gaping hole in the trade
laws that supposedly protect us from illegal trade practices.
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Yet, what was the ITC's reaction to the case presented by the
footwear industry? The ITC reacted with appalling indifference. It
ignored the obvious harm that imports have done and are doing to
t}};e domestic footwear manufacturers. The ITC simply threw out
the case. .

The ITC’s statement that there is no problem doesn’t solve the
matter; it only makes it worse. It leaves the impression among
those unfamiliar with the industry that the footwear manufactur-
ers were simply crying “wolf”’ and that the problem doesn’t need to
be addressed right away. Nothing could be further from the truth.
If Congress does not act and act now, there won'’t be a footwear in-
dustry left to save, as the Senator from Maine so aptly pointed out.

That is why I am a cosponsor ofS. 2731, a bill that I consider to
be the last and the best hope for a strong shoe manufacturing in-
dustry in this country. It would set a reasonable limit on the
amount of footwear imports and yet allow the American industry
time and breathing room to recover.

Mr. Chairman, I urge this subcommittee to act on this legislation
quickly, and I urge the rest of my Senate colleagues to also approve
this legislation. We find ourselves in an emergency situation, and I
hope that the Congress will in fact act before it is too late.

Thank you very much for the opportunity to appear before you.

Senator DANFORTH. Senator Kasten, thank you very much.

Senator Mitchell?

Senator MircHELL. I have no questions. Thank you very much,.
Senator.

Senator DANFORTH. Senator Kasten, we thank you for your testi-
mony. I think the committee is very sympathetic to the point of
view you just described.

Senator KAsTEN. 1 sense the committee is sympathetic; we just
have to act quickly. Thank you.

Senator MitcHELL. Mr. Chairman, Senator Sasser had wanted to
be here but is unable to because of other commitments, and he
asks that a statement of his be included in the record. I ask that
that be done.

Senator DaANFoRTH. Without objection, so ordered.

Our next witness is Michael J. Calhoun.

Mr. Calhoun, would you come forward?

STATEMENT BY MICHAEL J. CALHOUN, ESQ., FINLEY, KUMBLE,
WAGNER, HEINE, UNDERBERG, MANLEY & CASEY, WASHING-
TON, DC L

Mr. CALHOUN. Good morning, Mr. Chairman, and the subcommit-
tee. I am Michael Calhoun of the Washington office of Finley,
Kumble, Wagner, Heine, Underberg, Manley & Casey. I hope recit-
ing the name of the law firm doesn’t take away from the time that
I have to talk to you.

1 practice international trade law, and before joining the firm I
had my own trade practice in lobbying and consulting, and prior to
that I was Vice Chairman of the International Trade Commission.
Also, before that I was minority counsel for International Trade
with the House Ways and Means Committee.
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I am pleased to be here today at your invitation to address one of
the few matters about which I have some knowledge. Whether my
knowledge on international trade matters, however, actually
amounts to anything is quite another subject; nevertheless, it is
one of the few things that I feel I know something about.

In particular, you have asked me to address an issue that is of
concern to you as the result of the recent decision by the Interna-
tional Trade Commission, and that is how decisions are actually
rendered at the Trade Commission.

I have submitted to you in advance a rather brief statement ad-
dressing what 1 consider to be the essential elements of decision-
making at the Commission, and I will not take up the committee’s
time by reading that statement to you. I would, however, like to
highlight some of the more important features.

However, there are a couple of disclaimers that I feel I have to
make. One of them is that an essential character of decisionmaking
at the ITC is its independent and individual nature. Decisionmak-
ing at the Commission is not a corporate undertaking; Commission-
ers are in fact prohibited by law to confer with one another to the
extent that conferring takes place among a majority or more of the
members of the Commission. Consequently, any views I might have
about decisionmaking at the Commission are really those of one in-
dividual who participated for a limited amount of time in that
process as an independent operative.

Second, and I think probably of considerable importance, is the
fact that the information base upon which the Commission makes
its decisions is highly particularized and highly unique; that is to
say, the Commission undertakes its own investigation and factfind-
ing, because information that is publicly available to the Commis-
sion on any industry is generalized information. The Commission,
by reasons of the dictates of the statute, is required to consider
fairly well-defined, fairly narrowly determined information as well
as industry composition. And consequently, in making decisions
about an industry, it must develop its own data base to coincide
with the statutory requirements and the composition of the indus-
try under investigation. That is to say, therefore, by way of caveat,
that second-guessing Commission opinions is a very, very difficult
thing to do, and I certainly do not want to be in the position, or
certainly to be seen, as second-guessing the decisionmaking process-
es at the Commission, because I have not been involved in any case
other than those I was involved in at the Commission, and there-
fore I have not been exposed to the confidential and particularized
information that was available to the Commission.

The final caveat I might share with you is that I think it is only
fair to say that I was one of the three majority members of the
Commission that voted that American automobiles were not ad-
versely impacted by imports, and consequently you may want to
dismiss me from the panel right now for those views.

There are four basic areas in which the Commission -must ex-
plore the data base to reach a determination of 201 cases:

First of all, imports must be increasing. The Commission has had
a tendency to interpret this requirement to.mean increase, both
relatively and absolutely. And in reviewing the statute I am not
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entirely sure that is accurate, although it was the position I took at
the time at the Commission, and I think it is perhaps not factual.

I raise that to make one very important point about the decision-
making at the Commission. The Commission is under considerabie
pressure, workload-wise, resources-wise in terms of attracting capa-
ble staff people and keeping them. The Commission labors under
substantial limitations because of budget restraints. And as a
result, there is a tradition at the Commission to follow decision-
making patterns because it tends to be efficient, the interpretation
of statutes tend to go on for years and years, and there is rarely
the kind of reflection that I think is necessary for innovative and
responsive decisionmaking. That is the problem that I think under-
lies much of the decisionmaking problems at the Commiss%on, and
it is certainly worthy of this committee’s investigation.

Senator, you yourself have submitted a bill on 201 that I have
had a chance to discuss with your staff in great detail, and I think
it moves in the direction that is very useful for more productive
and effective decisionmaking at the Commission.

My time is up.

Senator HeiNz. You are referring to S. 8497

Mr. CALHOUN. Yes, I am.

[Mr. Calhoun’s prepared testimony follows:]
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STATEMENT BY MICHRAEL J. CALHOUN
BEFORE THE SENATE PINANCE COMMITTEE

JUNE 22, 1984

Mr. Chairman, members of the Committee, I am Michael J,
cSlhoun with the Washington office of Finley, Kumble, Wagner,
Heine, Undezberg, Manley & Casey, where I practice in
international trade law. Before joining tQis firm, I had my
own international trade practice and also consulted én
international economic matters with Harald Malmgren. Before
entetinq private practice, I was Vice Chairman of the U.S.
International Trade Commissi&n and before that I was Minority
International Trade Counsel with the House Ways and Means
Committee.

I am pleased to be here today, at your invitation, to
address one of the few matters about which I have some
kncwledge., Whether my knowledge of U.S. international trade
law actually amounts to anything is quite another subject,
nevertheless, U.S. trade law is one of the only things I can
claim to know anything about.

In particular, I have been asked to share with you, this
morning; my views on how determinations are reacﬁed by the
U.S.I.T.C. under section 201 of the Trade Act of 1974. Before

doing this, however, I should make some very important

disclaimers.



24

rirst, what I have to say is the singular and personal
opinion of one former ITC Commissioner. Decisionmaking at the
ITC is not a corporate enterprise, Each Commissioner reaches
his or her own decisions privately, based on his or her own
analysis of the statutory standards, the facts of the case at
issue, and how fact and law interact in the case. Thus, no one
person can characterize, with complete accuracy, how
cormmissioners reach a determination under a partlcul&r statute
in a particular case.

second, ITC decisionmaking is typically based on
information exclusively available to Commissioners and staff
and, thus, is not easily suac;ptlble to second guessing. ITC
decisionmaking rarely relies on data avajilable from public
sources. Information relevant to ITC investigations must
conform to numerous requirements, including statutory criteria,
common reference periods, common definitions, and specifically
defined industry composition. Information gathering is by
confidential questionnaire which solicits the specific
information, in the specific format, from the particular
gources considered relevant by the Commission. Additional
information also comes through the hearing process. Thus, from
its highly particularized data gathering, the ITC has
quantitative and qualitative information on domestic industries
that is more refined and current than is available anywhere

else,
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A third disclaimer is that two years have passed since I
was on the Commission. I must assume, therefore, that much has
changed which may affect what I have to say. In that time, two
Commissioners have left and three Commissioners have been
added. As well, the Commission caseload, already at
historically high levels during my time, has grown ‘
substantially. Furthermore, the physical conditions under

.which the ITC must work Save slipped from the embartagsing to
the deplorable. »

A8 a final matter, Mr. Chairman, you should know that 1
was in the majority in the ITC decision that imports were not a
substantial cause of serious injury to the domestic automobile
industry. This fact alone may inspire you to dismiss me now
without any futthgr testimony.

- With these disclaimers, Mr. Chairman, I will briefly
review what experience has taught me about decisionmaking at
the ITC in section 201 investigations. I intend this only as a
quick survey, as I suspect there may be some questions,

As you know, section 201 investigations are divided into
the injury and remedy phases. In the injury phase, the
Commission determines whether

a) increased quantjtieg of imports

b) are a substantial cause

¢} of serious injury, or threat thereof

d) to the domestic industz¥tfroducing an article

like or directly compet ve with the imported
article
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In the remedy phase, the Commission finds

a) the amount of the increase ln, or imposition
of, any duty import restriction necessary to
prevent or remedy such injury or

b) if adjustment assistance can remedy the

injury, the Commission can recommend the
provision of such assistance

Mr. Chairman, I will address only the injury phase in my

prepared statement,

Increased Imports

The statute is surprisingly clear about the role imports
must play in an affirmative determination. It requires that
imports into the United States must be in such "increased
quantities® as to have the requisite effect. "Increased
quantities® means the quantity of imports must be higher at the
time of the investigation than éu:ing some reference period.

Commission practice, of which I have been a part, has
been and continues to be that this requirement allows for
efther a relative or absolute increase in imports to satisfy
the "increased quantities* langdage. I now believe this
practice to be in error. Statutory and legislative history
reference to actual or telative’inct§ases in imports is plainly
in the context of delineating the factors the Commission should
consider in determining whether there is substantlal cause.

1 have mentioned this not as a kind ot publlc penance,
but to make a very important point about decisionmaking at the

Comnission. There is an institutional momentum to analysis at
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the Commission that, most often, undertakes decisionmaking
which is consistent with statutory language. On occasion,
however, this institutional tradition compels decisionmaking
which departs from the standards proyided by statute. When
such departures occur, it is because past patterns rather than
current requirements tend to control the fact finding and, in
turn, the substance of decisionmaking. Even when there is
apparent consistency between the language of decisioné and the
language of the statute, the substance of decisionmaking can
vary from the prescriptions of the law.

) In my view, this momentum of past practice results from
several factors:

- a long institutional tradition of decision-
making based on very broad statutory grants
of discretion and on a rather high degree of
subjectivity in analyzing behavior in the
marketplace,

- a laxity in responding to increasingly
tefined statutory precision in delineating
analytical techniques and factors for
consideration,

- an ever increasing workload that makes it
difficult, if not impossible, to make close
analysis of cases and to pay close attention
to complex or unique market features which
may be small matters but important aspects
of a case to some parties,

- comnpensation scales that make it
increasingly very difficult to attract or
keep creative and insightful personnel,

- budget restrictions that sorely limit the
resources with which the Commission can
further develop skills of the staff and of
Commissioners.



Substantial Cause

Causation, whether it is under the escape clause, dumping
and countervailing duty, or other provisions, is one of the
most elusive and least exposed aspects of Commission
decisionmaking. In escape clause cases, finding causation is
an especially difficult task. Section 201 requires the

Commission to consider, among all other economic factors it

cons iders relevant,

- an increase in imports (either actual or relative
to domestic produstion) and

- a decline in the proportion of the domestic

market supplied by domestic producers

The statute further circumscribes causality and
complicates the analytical process by defining substantial
cause as one which is important and not less important than any
other cause., The legislative history makes clear that, as a
practical matter, the Conmission must perform several highly
subjective tasks. It is to identify the various causes of
serious injury, determine which of them are important and
whether increased imports are an important cause, and decide
whather other important causes of serious injury are more
important than imports.

While the statutory prescription may be easy to describe,
actually attempting the analytical process is, in many
instances, little more than speculative. For example, in the
Automobile case, a discrete cause found by some Commissioners

to have been a more important cause of serious injury than
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othetrcauaes was, to other Commissioners, not a single cause at
all, but a bundle of causes none of which was more important
than imports.

Furthermore, some Commissioners, over the years, have
felt that important causes are those two or three causes having
the most important impact. Others have argued that important
causes must be individual causes of serious injury which, in
their own right, are significant. Finally, some Commissioners
have been satisfied to find causation simply when imports are
significantly rising in a period when the domestic industry has

been having a hard timpe.

Serious Injury

Reaching a conclusion on serious injury is nearly as
subjective as finding substantial cause. Section 201 does
require the Commission to consider, among all other factors it
considers relevant,

- significant idling of productive facilities

- inability of a significant number of firms
to operate at a reasonable level of profit

- significant unemployment or underemployment

But, these are factors to consider, not factors which are
considered determinative. The Commission can find that other,
unenumerated factors outweigh them in explaining what is
occuring within an industry. Take for example, an industry
undergoing significant transition. wWhere rapid technological

innovation is characteristic, the idling of productive

41-167 0 - 85 - 3
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facilities may indicate that what i8 occurring is the necessary
substitution of old production methods for new ones. A decline
in the number of profitable firms may be evidence of a
structural change in the nature of the industry into one which
is viable only at high levels of conéentratlon. It could, as
well, reflect a fundamental shift in demand patterns or reflect
product obsolescence so that fewer firms are profitable, but
those that are profitable are very profitable. In any event,
the Commission's primary focus has been on the aggregate
profitability and not on the distribution of profitability.

Finally, what constitutes unemployment or underemployment
is not always clear, particularly in an industry experiencing
important change. While current employment levels may be lower
than historical patterns, they may be at levels which afford
the industry its greatest etftcléncy given the market as it
currently exists.

By affording Commissioners the authority to consider all
relevant factors, Congress has invited the Commission to
respond on a case by case basis. This is a wise provision
because no two industries are the same, no industry remains the
same over time, and decisionmaking ought not to be tied to
inflexible standards.

But the result of broad discretion is apparent
inconsistency. Thus, the pattern of decisions on the issue of
gerious injury do not always appear consistent. In these

matters of disccetion, consistency can only be tested in the
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extent to which industries are held to the same analytical
gtandards. So care must be taken in clearly formulating
standards and in assuring that they are followed.

It is worth noting in this connection, however, that
nowhere in the statute or in the legislative history is a
standard provided for measuring "serious® injury.
commissioners have tended to be guided here, as well, by
subjectivity., They rely on their own instinctive sense of how

much injury is necessary to be considered serious.

pomestic Industry

With regard to defining the relevant industry, I am
pleased to observe that the statute, the legislative history,
and Commission decisions on industry definition have been, in
my experience, rather clear and without substantial controversy.

The one noteworthy exception has been the statutory
authority for treating as part of a domestic lndustty'only the
domestic production of producers who also import, The
leglslitlve history gives no guidance for exercising such
discretionary authority. There is a tendency, however, not to
use this provision as it is written. The Commission has tended
to exclude entire companies from the domestic industry {f that
company is both a producer and an importer. The theory is that
industries should not be able to claim injury based on its own
actions. The problem is that this practice is not strictly

consistent with what the statute provides.
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one final comment as a general matter, Mr. Chairman,
cutting across the whole of the Comnmission's decisionmaking in
201 cases is the matter of the appropriate reference period.

In deciding on serious injury, increased imports or even
industry composition, a key and often determining factor in the
analysis is what period is to be considered for analysis.

The standard used by the Commission is that provided in
the legislative history -- "the most recent representhtive
perio”. In most cases; that period has been three to five
years prior to the investigation. But, Ccmmissioners are free
to and consistently do, in fact, refer to whatever period meets
their judgment of what is most relevant,

In conclusion, Mr. Chairman, I would say two things:
pecisionmaking under section 201 is, as it must be,
characterized by broad discretionary authority available to the
Commission. But, experience suggests to me that clearer
guidance could be given the Commission in using this
authority. As well, the Commission could be nore loyal to
those prescriptions which are already provided for under

existing law.
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Senator HeiNz. Mr. Calhoun, first, welcome back to The Hill
from whence you originally came.

Mr. CALHOUN. Yes. I wish it were under better circumstances.

Senator HEINz. You may take it as an encouragement that you
have not been dismissed from the witness table.

Mr. CALHOUN. I noticed that.

Senator HEINz. Notwithstanding other decisions.

1}141'. CALHOUN. I certainly didn’t pause to allow you to do that,
either. :

Senator HEINz. I can’t speak for Senator Danforth on that sub-
ject. [Laughter.]

. Your point on increased quantities of imports made the distinc-
tion between the Commission looking at them relatively and abso-
lutely, and you thought that there was a mistake being made in
looking at them both ways. What was the nature of that mistake?

Mr. CALHOUN. It is my view—and I raise this point not by way of
criticism of the Commission, because there is certainly ample legal
argument to support the view the Commission has taken on this
issue. But I think it is a very good example of what I said is the
fundamental problem, and that is this: Section 201 decisionmaking
necessitates broad disretionary authority; because the nature of in-
dustries change, the nature of problems facing industries change.
the agency making recommendations about remedy and investigat-
ing injury ought to have available to it broad discretion in analyz-
ing the peculiarities of each circumstance that arises.

On the other hand, however, I think the Congress has the re-
sponsibility and certainly is required under our governmental
system to provide guidance on the use and implementation of that
discretionary authority.

It is my sense that the Commission has the tendency to be less
attentive tc prescriptions under the law, and more interested in
the exercise of discretion. And there is a fine line between weigh-
ing the requirements of statutory provisions and using broad
grants of discretion, and at any given time an agency may err on
one side or the other.

I do not think the Commission has been glaring in the mistakes
it has made in pursuing its discretionary authority above its statu-
tory mandate, but I think there is tendency to be less attentive to
the statutory language.

In the particular issue that you raise, the statute provides that

. the Commission shall investigate to determine whether imports are
coming into the country in increased quantities. Later on in the
statute it says, “in assessing whether there is substantial cause, the
Commission shall determine whether imports are increasing abso-
lutely or relatively.

What has happened is that the Commission has used those two
provisions and come up with the conclusion that 201 requires an
investigation when imports increase relatively or absolutely. And it
is certainly a defendable position, but it is one one that I think is
less defendable than asserting a position based upon the clear dic-
tates of the language of the statute. And there are a number of
other circumstances in which that occurs.
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I think the remedy for that is for the Congress to perhaps ex-
plore the operation of 201 and other trade laws careful‘l); and give
clearer direction to the Commission.

Senator HEINz. Let me ask you the basic question, which is:
What is the primary purpose of section 201?

Mr. CALHOUN. Do you mean other than what the Congress in-
tended?

Senator HEINz. In one or two sentences, what is the basic pur-
pose of 201?

Mr. CaLHoUN. Historically, particularly under the 1974 Act but
from the origin of 201 from a prior trade law, it is to provide relief
to American producers that have, for various reasons, been inun-
dated with imports in a way that prevents them from competing
successfully. And I think there is an implicit notion in the statute
that those industries which are capable of reordering themselves in
a limited amount of time ought to employ tariff or quota or other
Erotections to allow themselves to put their-house in order, to

ecome competitive again down the road.

Senator HEinz. The four remedies usually cited pursuant to a
finding of injury are tariffs, quotas, tariff rate quotas, or adjust-
ment assistance.

Mr. CALHOUN. Yes.

Senator HEINz. The latter is a very interesting option because it
implies that you take care of the casualties but you don't try to
continue to fight the war.

Does that not imply that the Congress intended that, when
injury was being determined, we wanted a fairly straight reading
of whether injury was taking place, and that indeed we wanted to
know what was the best way to deal with pain and hurt in a do-
mestic industry that affected U.S. employment?

Mr. CALHOUN. Senator, with the constituency that you have you
are s)robably an eerrt on the fact that adjustment assistance
simply has not worked under the 1974 Trade Act and probably
even before that.

Sianator HEemnz. Neither do tariffs in many cases, either. [Laugh-
ter.

I don’t know that the efficacy of the remedy has much to do with
Congress' intent, and I would hate to go through all of the statutes
that Congress has written in all of the areas where we have done
one thing and had it work out another way.

Mr. CaLHOUN. I take your point. That's right. And I made the
observation simply to say that on the one hand you are absolutely
correct in the intention of adjustment assistance and the implica-
tion of what that suggests about the intention of the law; 201 is a
remedy statute, in essence. It is designed to assist American indus-
tries in regaining a competitive edge against imports, but only
under very strictly defined circumstances in the terms of the stat-
ute. But the thrust is as you say, to provide reconditioning of the
domestic industries.

Senator HEiNz. Let me ask you to put on your hat as a former
commissioner, indeed the vice chairman, and ask you this simple
question, then I will yield to Senator Mitchell.

Don’t you think that—or do you think that an industry that has
seen imports increase their market share from 51 percent to 64
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percent in a 5-year period, that has in addition seen its domestic
production decline by 15 percent in the same period and by more
than 50 percent in the past 15 years, and that had an unemploy-
ment rate of 19 percent last year, warrants an affirmative finding
of injurg under section 201?

Mr. CaLHOUN. When did I stop beating my wife? s that what
you mean? [Laughter.]

Senator HEiNz. That's for you to say. [Laughter.]

Mr. CALHOUN. Senator, the problem that anyone faces that has
to offer aid within the terms of the statute is that the statute re-
quires the Commission to observe certain factors, and it is a re-
quirement in their assessment in determining injury; but also, it
invites if not compels the Commission to consider any and all other
relevant economic factors it thinks bears on the circumstances.

Now, if the only factors involved were those that you indicated,
then I think fairly strongly that that would suggest to me that
there might be injury to a domestic injury. It still reserves the
question as to whether or not that injury is serious, and there is
other data that is necessary to——

Senator HEInz. Do you think that was serious injury?

Mr. CALHOUN. As my statement indicated, that is another area I
think of some ambiguity that further instruction from the Congress
could be useful. There is no definition in the statute or the legisla-
tive history on what constitutes serious injury as opposed to other
levels of injury.

Senator Heinz. Have Kou got any feeling about whether, accord-
ing to your judgment, what I have just described is serious? Or is it
less than serious?

Mr. CALHOUN. Senator, when you have those kinds of data, I

" think there is an instinctive response that there is serious injury
taking place, without being coy with you at all.

Senator Heinz. All right.

Senator Mitchell?

Senator MitcHELL. Thank you, Mr. Chairman.

Mr. Calhoun, do you agree that an ims)ortant purpose of section
201 is to protect domestic production facilities in the United States

employment?

Mr. CALHOUN. Senator, I don’t think it is to protect American in-
dustries and employment. I think it is to provide American indus-
tries an opportunity to make themselves competitive with imports.

Section 201 does not attempt to remedy any harmful or any
wrongful competition by imports. It is designed to provide an op-
portunity for American industry to put its house in order with re-
spect to fair import competition.

Senator MitcHELL. Under section 201, as you know, the ITC is re-
quired to analyze whether a significant number of firms are en-
abled to operate at a reasonable level of profit. Those are the exact
words of the statute, as you know. Does this lan?_uage permit the
ITC to rely solely on aggregate industrywide profitability data, or
rather does it not require the Commission to look at the actual
number of firms in an industry that are unable to meet that test,
regardless of what percentage of production they account for?

r. CALHOUN. Senator, without question, the language of ‘'the
statute is clear—it says that the Commission “shall consider” and
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includes in a list the idling, the significant idling, of a productive
facility, inability of a significant number of firms to operate at rea-
sonable levels of profit, and significant underemployment. It com-
pels the Commission to consider that information.

It does not, however, require that that information or that in-
spection shall be determinate.

On page 7 of my testimony I address almost precisely that issue,
and if I could I would like to refer to that.

I enumerated these particular required criteria that the Commis-
sion must consider and then observed:

“But these are factors to consider and not factors which are con-
sidered determinative. The Commission can find that other, unenu-
merated factors outweight them in explaining what is occurring
within an industry. Take for example an industry undergoing sig-
nificant transition. Where rapid technological innovation is charac-
teristic, the idling of productive facilities may indicate that what is
occurring is the necessary substitution of old production methods
for new ones. A decline in the number of profitable firms may be
evidence of a structural change in the nature of the industry into
one which is viable only at high levels of concentration. It could as
well reflect a fundamental shift in demand patterns or reflect prod-
uct obsolescence so that fewer firms are profitable, but those that
are_profitable are very profitable. In any event, the Commission’s
primary focus has been on the aggregate profitability and not on
the distribution of profitability.”

The notion there is that, while the Commission is required to
make the assessment that you observed, the Commission is also
charged, from the sense of 201, to look at the industry as it is
today—where it is going, where it is likely to go—and make an as-
sessment of whether the industry as a whole requires protection
available under 201 or whether the industry as a whole is evolving
into something that stands on its own.

Again, without having in mind what was going on’in the foot-
wear case, that is really probably the essence of decisionmaking at
the Commission. It is invisible, it does not normally reveal itself or
at least it doesn’t reveal itself clearly enough in Commission opin-
ions. It is not a matter of intense discussion among commissioners,
because the law does not permit it. But it is the essence of decision-
making at the Commission. It is highly subjective, it is highly intui-
tive, and it is a difficult process to undergo.

Senator MitcHELL. That leads me directly into my second ques-
tion, and what you have just said and what you said earlier in your
written statement I find to be very disturbing and posing a serious
problem for the Congress in how to deal with this.

In addition to what you just said about the subjective invisible
nature of decisionmaking, you said, in other words, on page 2 of
your statement, that “ITC decisionmaking is typically based on in-
formation exclusively available to Commissioners and staff and,
thus, is not easily susceptible to second guessing. ITC decisionmak-
in%vrarely relies on data available from public sources.”

ow, my experience is in the judicial process where, of course,
the entire process is structured with a contrary objective, and that
is to have all standards publicly prescribed, to have decisions based
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exclusively upon evidence in the ?ublic records, so that a decision
can be easily evaluated in terms of its correctness.

When I was a judge and my decisions were appealed, the court of
appeals understood that my decision was based upon publicly-de-
fined criteria and based upon evidence in the public record, and on
nothing else.

What you have indicated makes it clear that the decisions of the
ITC simply can’t be evaluated in terms of their correctness, and
that it is entirely the subjective judgment——and one wouldn't want
to use the perjorative term and say “the whim” of the commission-
ers—which I believe makes the process one that is fundamentally
erroneous and antidemocratic, inconsistent with our traditions of
what constitutes a proper method of granting power.

I would like to have you comment on that, and, more important-
ly, perhaps not now but if you would submit to this committee in
writing any suggestions you have to correct that.

1 think anybody in a democratic society who makes a decision
must be subject to a process of accountability. And what we have
here is a Commission that is subject to no accountability. Indeed, if
[\;ou are correct, you can’t even evaluate their decision because it is

ased ugon data not available from public sources and based upon
their subjective judgment.

Mr. CALHOUN. Senator, I would be happy to submit to you views
on that. In fact, I do have several pieces of paper that I have writ-
ten on this very subject.

Let me make a couple of observations.

One of the fundamental differences, one of the problems, in anal-
ogizing the Commission process to classic courtroom litigation, par-
ticularly in the 201 context, is that the 201 exercise by the Commis-
sion is fundamentally an advisory function for the President. It is
ultimately the decision of the President to impose whatever
remedy he chooses. And the Commission’s role is advisory.

The only area within which it is not advisory to the Executive is
on the question of whether or not serious injury has occurred. And
that is to say that the President cannot impose any restriction on
imports in the context of 201 unless the Commission decides there
has been serious injury or that imports are causing substantial—
are a substantial cause of serious injury.

At that point, whatever the Commission does after that is subject
to the President accepting or not accepting or doing something to-
tally different. So the only binding function of the Commission in
201 is this determination.

The review of that determination is questionable—that is, the
court review of that determination is questionable. It is, not—I have
no knowledge of circumstances in which failure of the Commission
to find injury has been litigated in the court for review.

In all other cases of the Commission’s jurisdiction, the Commis-
sion decisions are subject to court review. Information the Commis- -
sion used in reaching that decision is subject to review by the
court.

My observation about the fact that the Commission uses informa-
tion that is exclusively available to it is to distinguish a data base
froma one which can be compiled from using labor statistics infor-
mation, or information from other Government or private agencies
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that make aggregate assessments of industries, for whatever
reason—be it for the Government for evaluation purposes, or for
investment companies for purposes of advising stockholders on
what investments to make. And the Commission cannot rely on
that kind of information, because the kind of decisionmaking the
Commission must make is prescribed by law; it is not whimsical in
terms of what the Commission shall look at and shall not look at.

Senator MitcHELL. But you have just testified, Mr. Calhoun, in
response to Senator Heinz's question, that there are criteria that
are set forth in the law, but those are not exclusive or determina-
tive upon the Commission.

- Mr. CALHOUN. And the law imposes that on the Commission be-
cause the law implies that the Commission shall make discretion-
arg judgments about what is occurring and what is not occurring.

ut the point I would like to leave you with is that it is subject
to review, court review. But to the extent the public, the newspa-
pers, or public inquiries can go to the public record that is avail-
able, it is not always indicative of the kind of information the Com-
mission has, because the Commission collects business confidential
information that in my experience has proved to be exceedingly
useful in making close decisions about the nature of an industry,
and that business confidential information is by law not supposed
to be made available to public sources.

Senator MiTcHELL, Well, one of the problems, though, is that the
Commission adopts at least the outward form of procedures that
are intended to convey the appearance of objectivity. I mean, they
borrow from the judicial process: tht:{l have formally established
hearings; they sit up on a dais. The whole procedure is plainly in-
tended to convey the impression of an objective, public process by
whic}:i decisions are rendered based upon the evidence in the
record.

Of course what you are saying is, that’s the form but that’s not
the substance.

Mr. CALHOUN. Senator, if I can interrupt, if I have said that then
let me restate what I have said. That in fact is the process. It has
been my experience while on the Commission, it was my experi-
ence while a staff member of the House Ways and Means Commit-
tee, having oversight jurisdiction of the ITC, and it has been my
experience since thst time that in recent memory the Commission
has been completely objective in its decisionmaking—objective
meaning it has looked at the facts and has, as best it can deter-
mine, reached conclusions.

Subjectivity, however, enters the decisionmaking process, because
there ambiguities, there is information that is elusive, there is in-
formation that is confidential, and ther are conclusions that one
draws based upon intuitive senses that are not clearly prescribed
based on the data available to you.

Ayain, it is my sense, and it has been the sense of most Commis-
sioners that I am familiar with, that 201, as opposed to the other
statutes that the Commission administers, 201 specifically invites
the Commission to make those kinds of subjective determinations
based upon the data base, as an advisory role to the Executive who
ultimately makes the decision about what kind of relief ought to be

made.
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Senator MincHELL. Well, in the interests of time I won't pursue
this any further, Mr. Calhoun. I will only say that what happens
often is that people get involved in a process and get lost in a sea
of statistics and seize upon a particular factor, and lose that most
uncommon of characteristics—common sense. And it seems to me
that what we have here is a decision that is profoundly devoid of
any common sense that the average layman has who understands
the situation, and it defies logic for anyone to say that injury
occurs when imports are at 41 percent, injury occurs when imports
are at 51 percent; injury does not occur when imports are at 70
percent, and all of the other characteristics show decline as well.

Thank you very much, Mr. Calhoun.

Senator HEINzZ. Senator Mitchell, thank you very much. Just one
last question for Mr. Calhoun:

When you discuss in your testimony the question of substantial
cause, a cause that is important and not less important than any
other cause, regarding imports, as you think back to the automo-
bile decision in which you participated, what cause of injury to the
au_tod?industry was more important than imports, in your own
mind?

Mr. CALHOUN. Senator, I cannot tell you how many times I have
reiived that decision, and I can speak very quickly about it.

Senator Heinz. I don’t want you to relive it; we have other wit-
nesses. I just want to know: Do you have any present recollection
of what was more important?

Mr. CaLHOUN. Yes. I said that to say that I do have a recollection
that is glibly on the tip of my tongue. It was my view at the time
and it continues to be my view, in the context of 201, that the
caus¢ that was more important than imports was a decline in
demand, coupled with a shift in the character in demand expressed
by the buying public. And that was distinguishable from the
impact of imports, The injury that was sustained by the industry
would have been substantial without import penetration, for those
reasons.

Senator HEinz. I thank you. I asked that question just so I could

ain a little extra insight into the way the mind of at least one
mmissioner, a former Commissioner, worked.

Mr. Calhoun, thank you very much. We would like to receive
your other writings on the subject that y u and Senator Mitchell
were discussing, namely, information gathering provided to the
Commission.

Mr. CaLHouN. Thank you, Senator, and thank you, Senator
Mitchell.

Senator HEINz. Thank you.

The next set of witnesses is going to consist of a panel of seven:
Mr. George Langstaff, Mr. Richard Shomaker, Mr. Robert Slosberg,
Lauren R. Howard, Mr. Art Gundersheim, Ms. Diane Walker, and
Mr. Donald Stephens.

Ikyield to Senator Mitchell for any introductions he cares to
make.

Senator MiTcHELL. Thank you, Mr. Chairman. Before the wit-
nesses begin I want to say that we thank them all for coming. Sev-
eral of them have appeared before this committee on previous occa-
sions and are familiar with the workings of congressional hearings.
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Two at least have not, and I would like to especially welcome
Diane Walker and Jeannie Hebert, both of Maine. Both are former
shoeworkers who are no longer employed in the shoe industry.
They have organized a group known as the Shoe Workers of Maine
in an effort to obtain relief for the many thousands of their simi-
larly situated persons and those who are still in the industry who
hope not to lose iheir jobs. .

They are ordinary citizens, here exercising their rights under the
democratic process to address their elected representatives in the
hopes of relief. I met them previously when they organized a func-
tion in Maine to dramatize the plight of the workers in the shoe
industry, and on behalf of the committee I welcome you both here
and look forward to hearing what you have to say.

Senator Heinz will determine the order of testimony, and I am
sure he, as I do, looks forward to the point at which you testify as
well as the other witnesses.

Thank you, Mr. Chairman.

Senator HeinNz. 1 would say to my friend from Maine, we are
going to follow the listing in the hearing notice; so the first witness
will be George Langstaff.

STATEMENT BY GEORGE LANGSTAFF, PRESIDENT, FOOTWEAR
INDUSTRIES OF AMERICA, PHILADELPHIA, PA

Mr. LaNGsTAFF. Thank you, Mr. Chairman.

I am Geor%e Langstaff, president of Footwear Industries of
America. I will have to say, sir, that I am surprised to be back here
so soon. I do thank you and the other Senators for making this ap-
pearance possible.

I will say to you, sir, that I am submitting my full statement. I
found last night that as I read my statement, it was 11 minutes
long. Although I am attempting to be a Pennsylvanian I still talk
like a Tennessean. So I am going to make an overview statement
and \:i'ould like to ask that your accept the full statement for the
record. ‘

Frankly, at the time we were here before I just couldn’t envision
the unbelievable injustice which the footwear industry was about
to experience. Of course, I am referring to the June 6 ITC decision
that the U.S. nonrubber footwear industry is not injured nor
threatened with injury by the avalanche of imports that we have
experienced. Frankly, this is incomprehensible—a 5-t0-0 no-injury
decision in the face of overwhelming evidence to the contrary.

For those of us who were there that morning prior to the vote,
Chairman Eckes questioned the ITC staff and elicited these facts:

First, imports have increased from 405 to 582 million pair, from
51 percent to over 70 percent of the market in 1984.

Second, production has declined from 399 million pair to 341 mil-
lion pair in this period, and down another 6 percent in 1984.

Third, employment has declined from 149,000 to 133,000 employ-
ees, and down further in 1984.

Unemployment is up dramatically. In 1983 the average unem-
pl%yment level in the footwear industry was 18.7 percent.

ifth, total payroll is down, with hourly wages up for those who
survived the mayhem of the past year.
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The CPI, however—and let me make this point clear, because I
think I stated that wrong. The total payroll is down. Average
hourly earnings are up 29 percent, but the CPI is in reality up 37
percent, meaning that real wages for the industry are down.

Now, the ITC staff then said that aggregate profits based on the
respondents to the ITC survey—that’s those who survived the
period of avalanche of imports—were actually up from 6.8 to 8.8
percent as a percentage of sales. No recognition whatsoever of
those who did not survive this period.

Now, to me these findings were a clear statement of serious
injury. And then the vote, 5 to 0 negative. I think I can tell you
honestly that the entire room was shocked by this vote, not only
the footwear manufacturing industry but those in opposition. And
it is frankly still impossible for me to believe this.

Since 1979, 111 net plants have closed, 66 since 1981, but no
injury to this industry.

Now, frankly I found some obvious factual errors. As a part of
their statement it was obvious that the Commissioners relied on in-
correct facts. We will provide a full analysis of those facts for your
consideration, but I want to cite these examples:

Chairman Eckes says, “Employment has stabilized.”

9gi)rr,1missioner Rohr says, “‘Average employment in 1982 is above
1981.

The facts, according to the Bureau of Labor Statistics, indicate
that employment in the industry in 1979 was 148.9, down to 127 in
1983, which is well below the 137 of 1982. Those are the facts.

Second, Mr. Eckes says “Production and capacity have risen.”
“Productive capacity of the industry is greater now than in 1979,”
says Commissioner Rohr.

he facts: The ITC study on production shows clearly that pro-
duction is down. The ITC study of capacity on those who responded
shows an increase in capacity, and fails to take into consideration
what has happened to the industry as a whole. The Department of
Commerce statistics clearly demonstrate that capacity is down
from 520 million pair to 447 million pair in the period.

The ITC, therefore, considered only the survivors, and the ITC
Commissioners were cautioned by their staff before the vote that
the ITC data was flawed.

A third example: Commissioner Rohr says, “Wages paid to work-
ers of the industry have increased by more than 35 percent.” The
facts: The ITC staff report stated 31 percent up; the BLS figures
show that the figures were up 29 percent in the same period, but
the Consumer Price Index was up 37 percent.

Senator HEiNz. We will enter all of that information in the
record, Mr. Langstaff, I assure you.

Mr. LaANGSTAFF. And we will be sure to supply it to you, sir,
thank you.

Senator HEInz. I thank you very much.

Mr. Shomaker?

[Mr. Langstaff’s prepared testimony follows:]
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STATEMENT OF GEORGE LANGSTAFF
PRESIDENT

FOOTWEAR INDUSTRIES OF AMERICA, INC.
-~ SUMMARY --

The U.S. International Trade Comnission's negative injury
determination in the nonrubber footwear section 201 case
is a great injustice.

. The ITC staff found that all of the statutory cri-
teria were met: imports had increased dramatically,
production had steadily declined, employment had
declined, unemployment in the industry had reached
18.7 percent, _the increase in the industtr's payroll
had failed to keep pace with the cost of living, and
the smaller firms in the industry had experienced a
decline in profitability.

. The Commission considered only the profitability of
the survivors in the industry, taking no account of
the 111 net factory closings between 1979 and 1983.

. The ITC also relied upon obvious misinformation in
dismissing the significant declines of the industry
as a whole in terms of production and employment.

. Chairman Eckes and Commissioner Rohr errone-
ously stated that employment in the industry
has stabilized. However, Bureau of Labor Sta-
tistics data show a steady and marked decline in
employment in the industry since 1979.

. According to Chairman Eckes and Commissioner
Rohr, production and capacity in the industry
.have risen. This may be true of the survivors
surveyed by the ITC, but Commerce Department
statistics on the industry as a whole show a
steady decline fn production and productive
capacity.

. Commissioner Rohr stated that shoe workers'

waées had fncreased by more than 35 percent.

BLS data show the increase was only 29 percent

Y?i?h was less than the increase in the cost of
ving.

FIA strongly supports the quota legislation introduced in
the Senate and the House.
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STATEMENT OF GEORGE LANCSTAFF
PRESIDENT
FOOTWEAR INDUSTRIES OF AMERICA, INC.

Mr. Chairman and Members of the Subcommittee:

My name is George Langstaff. 1 serve as president of Footwear
Industries of America, Inc., the national trade association for the
domestic nonrubber footwear industry.

When 1 testified before this body on May 25, I never expected
to be back so soon. Nor could 1 possibly have envisioned the
unbelievable injustice which the nonrubber footwear industry was
about to experience.

The injustice to which I am referring is the U.S. International
Trade Commission's incredible and outrageous unanimous decision of
June 6 that the U.S. nonrubber footwear industry is not seriously
injured or threatened with serious injury by the avalanche of imports
which have occurred since 1979, and especially since 1981. It was
our trade association and the two unions representing the majority
of workers 1n this industry which filed the section 201 petition in
January of this year. We could not conceive then and we cannot
conceive now -- even in the wake of the ITC's vote -- that an industry
could present a stronger case for relief under section 201.  In-
comprehensibly, the Commission found by a 5-0 vote that this industry
has not been injured by imports, despite the fact that imported
nonrubber footwear now accounts for-more than seven out of every 10
shoes sold in the United States.

On June 6 in the ITC's hearing room, Chairman Eckes of the
Commission questioned the ITC staff and elicited the following

materfial facts prior to the Commission's vote:
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(1) Imports have increased in every footwear

category from 1979-83, with fmport pene-
tration rising from 51 to 64 percent and
import penetration continues to increase
in early 1984, now reaching 71 percent.

(2) Production has steadily declined over the

same period.

(3) Employment has declined over the five-year

period.
(4} Unemployment within the fndustry is up

dramatically and in 1983 reached 18.7 per-
cent.

(5) The industry's total payroll is down and

wages increased by less than the rise in

the Consumer Price Index during the pe-
riod.

As for industry profits, the responses to the ITC's survey

indicated that aggregate industry profits of those companies which
have survived the mayhem of the last five years had improved from 6.8
percent in 1979 to 8.8 percent in 1983. At the same time, the staff
acknowledged that the smaller companies in the industry had experi-
enced a decline in profitability, while only the larger companies in
the industry had improved their financial performance.

Having heard this recitation of the severe injury that our
industry has experienced over the past five years, I was shocked to
hear the Commissioners announce, one after the other, that in their

opinfion the domestic nonrubber footwear industry and its workers

-2 -
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were not serfously injured or threatened with serious injury as a
result of increased imports. Production and employment in the
industry are at depression-era levels while imports continue to
accelerate sharply, and we were being told that this industry is a
textbook example of how an industry can-"adjust" to fmport competi-
tionl I literally could not believe my ears.

At least 111 more factories were closed than opened between 1979
and 1983, with 66 of those net closings occurring since 1981, the
year that the orderly marketing agreements with Korea and Taiwan were
terminated. Many entire firms have leff the industry since that

time, and yet we were told that the profitability of the survivors

was, on average, better than the profitability of other manufac-
turing industries. That was cold comfort indeed to those survivors
that wvere only hanging on by the skin of their teeth. 1In fact, the
day after the ITC announced its vote, the New York Times reported
that Welpro Inc., a 50-year-old maker of women's dress shoes based
in Seabrook, New Hampshire, announced it was closing its doors
permanently. In a later news report, the president of the company
stated that only a decision by the ITC to grant this industry import
relief would have allowed Welpro to continue operations. While the
principals of Welpro have indicated that they may maintain a small
factory of 15 workers or so, about 250 Welpro employees are now
unemployed. 1 do not expect Welpro to be the last of such closings.
In fact, the Commission itself found that the majority of firms in
the industry -- the smaller firms -~ were registering poor financial

performance. In light of this acknowledgement, it is impossible to

41-167 0 - 85 - 4
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interpret the ITC's negative vote as anything but a consignment of
these smaller firms and their workers to oblivion.

While the Commission's treatment of the profitability issue
seems to me entirely inconsistent with the provisions of section 201,
I was also shocked and even angered by the ITC's reliance upon
obvious misinformation in dismissing the significant declines of the
industry as a whole in terms of production and employment.

For example, in announcing his vote, Chairman Eckes stated that
“employment has stabflized" and Commissioner Rohr added that "while
the average number of persons employed by the industry is below 1981
levels, it is above the 1982 level." This is a glaring misrepresen-
tation! The government's own statistics, published by the Bureau of
Labor Statfistics, show that industry employment declined from
148,900 workers in 1979 to only 127,400 workers in 1983. BLS data
also show only 125,000 workers in the industry in the first three
months of 1984. This is bardly a ''stabilization" of employment; in
point of fact, 1983 employment is far below the level registered in
any preceding year.

But this was not the only misrepresentation of fact I was to
hear that morning. Chairman Eckes went on to state that "production
and capacity have risen,' and Comnissioner Rohr stated that "the pro-
ductive capacity of the industry is greater now than in 1979.'" Both
of these assertions are simply not true. In fact, as I listened to
Chairman Eckes say that production in the industry had risen, 1
looked at the fact sheet that the ITC staff had distributed and saw

that the Commission's own data showed a decline in production from

399 million pairs in 1979 to only 341 million pairs in 1983, with

-4 -
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first quarter 1984 data also showing a substantial further decline
from first quarter 1983 data. How could Chairman Eckes say that
production had risen when his own data undeniably showed that it had
declined? Now, to be sure, ITC data do show that productive capacity
for the industry sample surveyed by the Commission rose from 287
million pairs in 1979 to 298 million pairs in 1983. But the 1983
level was lower than production in every year between 1980 and 1982
for even this limited sample of survivors. Moreover, the Department
of Commerce has collected comprehensive data on production capacity
for the industry as a whole, and these statistics showed a dramatic

decline in the entire industry's capacity from 520 million pairs in

1979 to 447 million pairs last year. The ITC's information was based
on a limited survey of the surviving firms in the industry. Further-
more, the ITC staff cautioned the Commissioners that the ITC pro-
duction and capacity data were flawed. 1 fail to see how the ITC
could responsibly rely on its own limited survey data and ignore
published official data of other departments of the U.S. government.

Finally, I heard Commissioner Rohr state that "wages paid to
workers in the industry have increased by more than 35 percent" as
though this were some indication of profligate expenditure. Again,
Bureau of Labor Statistics data simply show that Commissioner Rohr
is wrong: according to BLS data, hourly rates in the industry
increased by only 29 percent, not 35 percent. More importantly,
however, this 29 percent increase was substantially less than the
rise in the Consumer Price Index during the 1979-83 period. Ac-
cording to the BLS data, the cost of 1iving rose by 37 percent during

this period. That means that in real terms, shoe workers' wages

Y -5-
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actually declined, rather than increased. Official U.S. government
data also show that shoe worker wages have actually fallen sub-
stantially behind wages in other manufacturing industries during the
last five years. I am simply incredulous at Commissioner Rohr's
implicit suggestion that the workers in this industry are overpaid.
I will most emphatically. agree that they are underworked; but it is
ridiculous to suggest that they are overpaid as well.

It is not a pleasure for me to recount this grim story. The U.S.
nonrubber footwear industry and its workers have been dealt a dirty
and unfair blow. I don't like it and I don't think the Commission
is exercising the fair and impartial judgment envisioned by the
Congress when it established the ITC. I am, however, gratified that
Senator Danforth and other members of the Committee have taken such
a keen interest in the injustice that has been visited upon our
industry.

It is plain to me that the ITC severely misunderstood and
misapplied the law in this case, and {t ought not to happen again.
The quota legislation that has been proposed in the Senate and the
House will give the industry what it deserved under section 201 and
what the ITC was unwilling to give it. We, of course, strongly
support these bills. These legislative initiatives are extremely
important to the survival of this manufacturing industry, and we urge
their speedy enactment.

Thank you very much for your attention.

-6 -
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STATEMENT OF RICHARD W. SHOMAKER, PRESIDENT, BROWN
SHOE CO,, ST. LOUIS, MO

Mr. SHOMAKER. Good morning. I am Dick Shomaker, president of
Brown Shoe Co., a publicly held company based in St. Louis. We
employ about 12,000 workers at our 33 plants in the Midwest.

I have been a frequent visitor to the city, and I planned to be
here last Thursday to attend the International Trade Commission
hearing on remedy. I thought this meet would be held as sched-
-uled, and I suspect that most everyone else did as well. I have even
heard reports of a trade paper where one of the leading manufac-
turers called the trade paper and asked what the results were, and -
it was 5 to 0 against. He said, “Are you sure you don’t have that
backwards?’ And I think that is pretty much the substance of
what most of us felt. :

We have been told that an import penetration of 70 percent—
with no sign of stopping; I mean, it is obvious, each month of this

ear has been a new record—that we are too healthy to enjoy
import relief under 201. And I guess Brown is one of those compa-
nies that would be considered healthﬁ. We are probably better off
than most of the manufacturers in the industry, but we feel that
we as a company have been very definitely injured by imports, and
we have therefore supported this action on a consistent basis.

We have people in our company who are former employees who
would doubt that Brown is very healthy. We have shut down two
plants this month. They were announced before the hearing, but
they were actually shut down this month. And since 1982 we have
closed five.

I have heard economists and now the ITC Commissioners explain
that this kind of factory closing is inevitable and beneficial, and
the result of a shift in comparative advantage. But what I find per-
verse about this is that the domestic producers, the domestic em-
ployees, are the most productive in the world. And our manufactur-
ers use their equipment and their facilities to the greatest degree
of any country around the world.

But we are not talking about comparative advantage; we are
simply talking about importers chasing around the world to find
the lost-cost labor, where people and their children work uncount-
ed hours at home, at night, under conditions that probably were
never legal in this country.

So I think that, despite the substantial increases in efficiency in
our company and in others, the productivity should have allowed
more pairs to be produced; but the pairs have gone overseas.

Now, we have had to increase our own import operation substan-
tially. As a result of that, we have had to decrease our own domes-
tic production and our domestic employment. But we do, contrary
to one of the Commissioner’s assumptions, we import and produce
domestically the same shoes for the very same brands; we don't
have it segmented to “this kind of shoe goes overseas, and this one
stays here.”

I find it hard to believe that the Congress enacted this section to
applly the laws it did 2 weeks ago. It has been apparent to me that
the law's potential was to preserve America’s manufacturing base,
and all the corporate profits in the world are not going to preserve
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a manufacturing industry if domestic producers have a greater in-
centive, both in terms of the immediate financial rewards and the
lorlxg-term outlook, for the domestic manufacturers to import them-
selves.

When Congress passed this law, it gave workers along with the
firms the right to petition for import relief, and the statute envi-
sions the preservation of domestic productive facilities and employ-
ment, not profits.

So the ITC took the diametrically opposite position. The Commis-
sion has said that no amount of decline in domestic production and
employment levels will matter, so long as the profits of the indus-
try as a whole are within some range so as to be satisfactory. To
me, this is a kick in the teeth to the American shoeworker and to
me personally.

One of the factories that we closed last week was a factory that I
started 34 years ago in Pittsfield, IL.

So, despite this defeat for the industry and the outlook, the in-
dustry as a whole is not going to roll over and play dead; we are
not going to surrender our market totally to imports.

Senator Heinz. Mr. Shomaker, I am told that the staff had ad-
vised witnesses verbally and in the hearing notice that testimony
would have-te-be kept to 3 minutes. I am further told that you
weren’t advised of that, and that you were advised that your testi-
mony should be kept to 5 minutes. I am an interloper as the chair-
man of this hearing, but my loping ends at 12, at which point I
have other responsibilities and the hearing will end.

Now, I apologize for that, but all of those factors are not of any-
* body’s making. So if we want to hear the witnesses we are just
going to have to, please, work together to shorten up. I apologize
for any misunderstanding, and I apologize for the circumstances.

I also apologize for the ITC decision, but that’s another issue.
[Laughter.)

Mr. SHOMAKER. All right. I have just one final point: We in the
industry have a 200 million pair overhang in the last 2 years of
supply, just like the Government has a $200 billion deficit. There is
a real threat to this industry and in fact the first four public-re-
porting companies this year are reporting down quarters. It is in-
conceivable to me that the Commission couldn’t see what was going
on in this industry.

Senstor HEiNz. Thank you very much, Mr. Shomaker.

Mr. Slosberg?

By the way, I'm sure that if Senator Danforth were here both of
you being from Missouri, he would be welcoming you warmly and
well. Permit me to do so on his behalf.

Mr. SHoMAKER. Thank you, Senator.

Senator HEinz. Mr. Slosberg?

[Mr. Shomaker’s prepared testimony follows:]
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STATEMENT OEJECBARD W. SHOMAKER

SIDENT
BROWN SHOE ﬁ?HPANY

The ITC's negative determination betrays a fundamental
misconception about the purpose of section 201.

. The statute envisions the preservation of domestic
production facflities and employment, not profits.

. The ITC has taken the diametrically opposed position
that no amount of de~line in domestic production and
employment matters so long as profits for the in-
dustry as a whole are judged to be satisfactory.

The factual underpinnings of the Commission's profit
analysis are also very suspect.

. The industry believes the ITC survey included pro-
fits from import operatfons in U.S. producers' manu-
facturing profit data.

. Market conditions in 1982 and 1983 were extraordi-
nary. Surging imports created an overhang of foot-
wear in the U.S. market. This oversupply is likely
to depress prices and cause a rapid decline in U.S.
footwear manufacturers' profitability.

1f section 201 is not available to an industry that has
been forced to reduce production and employment and import
itself in order to compete with imports, and yet has lost
70 percent of its market, then something is wrong.
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STATEMENT OF RICHARD W. SHOMAKER
PRESIDENT
BROWN SHOE COMPANY

Good morning Mr. Chairman and Members of the Subcommittee:

My name is Richard W. Shomaker. I am president of the Brown Shoe
Company, a member company of the Brown Group, Inc., a publicly-held
corporation. 1 have been affiliated with Brown Shoe for more than
25 years, in both manufacturing and management, &snd have been
president of the company since 1972. Our company manufactures men's,
women's and children's shoes. The company employs approximately
12,000 workers at 33 factories in Arkansas, Missouri, Tennessee,
11linois and Mississippi.

Mr. Chairman, 1 am a frequent visitor to the city of Washington
but 1 must say that my attendance here this méming was somewhat
unexpected. 1Instead, I had planned on being in the District last
Thursday, June 14, to attend the U.S. International Trade Commis-
sjon's scheduled hearing on the remedy to be given the U.S. nonrubber
footwear industry in response to its petition under section 201. I
fully expected that hearing to be held as scheduled, and from what
I read in the trade press, virtually everybody involved in this case,
on both sides of the dispute, regarded it as a foregone conclusion
that the ITC would find the U.S. industry to be seriously injured or
threatened with serious injury. The leading .trade paper, Footwear
News, reported that one major member of the industry had called the
paper to find out what the ITC's decision had been on June 6. When
he was told of the unanimous vote against the domestic industry, he
is said to have paused and then asked: ''Are you sure you d.'on't have
that backwards?" I must confess that my reaction was pretty much the

same.
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In essence, the domestic nonrubber footwear industry has been
told that despite an import penetration ratio that has grown to more
than 70 percent of the market, with absolutely no signs of stopping,
the industry is simply too "healthy" to deserve import relief under
section 201. As the president of what today is the largest producer
of nonrubber footwear in the United States in terms of its domestic
manufacturing operations, and one of those firms in the industry that
1 am sure the ITC regarded as "healthy,” I have to say that someone
-- either the ITC or myself -- has a fundamental misconception about
the purpose of section 201. Brown's profit and loss statement has
been better than that of many of the firms in the nonrubber footwear
industry, but we have vigorously supported the industry's section
201 petition out of a firm conviction that our company, as well as
the industry as a whole, has been'seriously injured by imports within
the meaning and intention of section 20l.

1 know of a group of people in Pittsfield, I111inois and Ironton,
Missouri that would find it very hard to believe that Brown is
‘"healthy." Those people are former Brown employees, the victims of
our most recent set of plant shutdowns, both in the month of June.
We've closed five plants since 1982.

1 have heard economists, financial analysts and now (un-
fortunately) ITC commissioners explain that such factory closings
are the inevitable -- and in the end, beneiicial -- result of a shift
fn “comparative advantage." What 1 find perverse about this en-
trenched economic concept is that true productive "efffciéncy' has
absolutely nothing to do with it. Our workers in Pittsfield and

Ironton were highly efficient shoe workers: our company has been a

»
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leader in this industry in improved production technology, and our
pairage per hour ratio is probably among the highest in the world.
The workers in the factories of the domestic manufacturers are, taken
as a whole, the most productive in the world. U.S. manufacturers
utflize their machinery and facilities more effectively than any
country in the world.

No, we're not talking about shifts in comparative advantage,
but simply about chasing around the world to find the lowest-cost
labor, where people and their children work uncounted hours, at night
in their homes, under conditions fllegal in this country 60 or 70
years ago, if they were ever legal.

Despite substantial increases in our overall efficiency, we
have been forced to close plants and lay of f workers. This is because
the increased pairage that should have accompanied the increased
productivity has not materialjzed. The reason is obvious: since as~
recently as 1981, import penetration in the U.S. market has risen
from 51 percent to more than 70 percent in the first three months of
this year. Brown Shoe Company has increased its own import opera-
tions in reaction to this import surge. We did this to maintain our
market share and profitability. The unfortunate result, however, is
that we have reduced domestic production and reduced domestic
employment. 1 might say, though, that contrary to one of the
commissfoners® erroneous assumptions, we import and produce domes-
tically the same shoes for the same brand names.

I find it hard to believe that when Congress enacteg¢ section
201, it intended the International Trade Commission to apply the law
as it did last June 6. It had always been apparent to me that the

purpose of section 201 was to preserve, to the largest extent
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possible, America's manufacturing base. All of the corporate
profits in the world are not going to preserve a manufacturing
industry if domestic producers have a greater incentive, both in
terms of the immediate financial rewards and the long-term outlook
for domestic manufacturing operations, to import themselves. When
Congress passed section 201 in 1974, {t gave workers, along with
firms in an industry, the right to petition for import relief under
section 201. The statute primarily envisions the preservation of
domestic productive facilities and employment, not profits. The 1TC
has taken the diametrically opposite position: the Commission has
said that no amount of decline in domestic production and employment
levels will matter so long as the profits for the industry as a whole
are within some range judged to be satisfactory. That tome is a kick
in the teeth to the American shoe worker and to me personally. The
"factory in Pittsfield, I11inois we shut the door on last week was the
factory 1 started my career in exactly 34 years ago.

Despite this terrible defeat for the industry and the very bleak
outlook that it portends for individual nonrubber footwear firms,
the industry as a whole is not about to surrender its market totally
to imports. To that end, we at Brown and the industry as a whole are
determined to redouble our efforts to improve our productivity
through the increased utilizatfon of advanced production tech-
nology. Nevertheless, if those efforts fail to stem the tide of
foreign footwear, we may be forced once again to seek fmport relief
under section 201. c
Aside from this basic theoretical question of whether profita-

bility should be given primacy under section 20}, I think it is
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important for the Subcommittee to understand that the factual
underpinnings of the Commission's profit analysis are also very
suspect. As an initial matter, the industry has long been convinced
that in its surveys of this industry, the.ITC has repeatedly included
profits attributable to import operstions in domestic producers'
financial data. Although we were assured by the ITC staff in this
case that the survey data on manufacturing profitability did not
include profits on import operations, we remain unconvinced. The
ITC's questionnaire itself allowed U.S. producers whose import
operations accounted for up to 15 percent of their total sales to
report import profits together with manufacturing profits. Given
the significant number of firms in this industry which import at
least a portion of their total product line, this reporting rule left
room for considerable distortion of the 1TC's profit data. We
formally asked the full Commnission to eliminate this 15 percent rule,
but it declined to do so. Also, 1 and others in the industry remain
unconvinced that reporting firms consistently disaggregated their
manufacturing and import profits even when the ITC questionnaire
clearly required them to do so. Therefore, I seriously doubt that
manufacturing profits in the industry are as high as the ITC data
would indicate.

Even if the industry's 1983 profits are as high as the ITC says
they are, however, 1 beljeve it is horribly short-sighted of the
Commission to give any kind of significance to that fact. Hardly a
man in the industry would agree that market conditions in’ the past
two years are anything like normal. Imports of nonrubber footwear

have outstripped the capacity of the market to absorb them, and as
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a8 result, there is an overhang of footwear in the market. Because
of this oversupply, we expect U.S. producers' profits to be under
pressure. If nothing else, this signals a very real threat of
serious injury to the industry. 1In addition, the saturation of the
market will also cause an acceleration of firms exiting the industry,
as more and more domestic producers find that retailers have too many
shoes -- and especially too many imported shoes -- on their shelves.

I1f an industry that has seen 70 percent of its market go to
imports is not viewed as entitled to relief under section 201 as
presently worded, then something is wrong. 1f section 201 is not
available to an industry that has been forced to reduce production
and employment and import itself in order to compete with imports,
then section 201 is being misinterpreted and misappiied. I urge this
Subcommittee to take aFtion to assure that such misinterpretations
and misapplications of‘ the statute do not continue in the future.

Thank you.

STATEMENT BY ROBERT SLOSBERG, PRESIDENT, RIPLEY
INDUSTRIES, ST. LOUIS, MO

Mr. SLosBERG. Mr. Chairman and members of the committee, my
name is Robert Slosberg. I am president of Ripley Industries, a do-
mestic manufacturer of heel parts, cutting dies, and shoe soles. I
am also privileged to serve as vice chairman of the board of Foot-
wear Industries of America.

Our company is approximately 60 years old, and I have been in
the industry myself for about half that time. In the late 1960’s we
had 11 plants and over 1,100 workers in Massachusetts, Maine,
New Hampshire, New York, Missouri, Michigan, Tennessee, and
Puerto Rico. Today we maintain five plants employing approxi-
mately 500 persons in Missouri, Maine, and New Hampshire.

It is a great privilege for me to be here this morning, because
this is the first opportunity I have had to plead the cause and the
case of the industries which serve as suppliers and machinery to
the footwear industry. Through a quirk in the trade laws that
never ceases to amaze me for its lack of logic, supplier industries
are not generally able to present evidence to the International
Trade Commission on how increased imports of the article pro-
duced by the industry they supply have adversely affected their
own operations. I can see how this might make some degree of
sense if we were in the steel industry and our products were used
in an infinite variety of manufactured articles ranging from cut-
lery to automobiles. But I am a member of a rapidly dwindling in-
dustry that is tied totally to the welfare of a single domestic indus-
try—that producing footwear. We suppliers had as greet an inter-
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est and stake in the U.S. nonrubber footwear industry’s section 201
pelition as the footwear manufacturers did themselves.

In my comments this morning I would just like to describe some
of the implications of the ITC’s negative injury determination for
the U.S. footwear supplier industries and the footwear industry
which they serve.

The independent supplier industries are the infrastructure for
the U.S. footwear manufacturing industries. These industries in-
clude tanning, machinery, fabric, manufacturers of adhesives, com-
ponents such as heels, stays, shanks, counters, even tiie boxes the
shoes go in.

The footwear manufacturing industry in this country is not
highly vertically integrated. There are very few companies which
have operations running the gamut from the manufacture of leath-
er and components through shoes to retailing, and some of these
have closed their own supply plants. The great majority of the in-
dustry consists of smaller tirms which concentrate on the manufac-
ture of footwear through components purchased from other firms.

Thus far, this system of independent suppliers has served the
footwear industry well, inasmuch as one supplier serving 10 facto-
ries can achieve economies of scale greater than those obtainable
by a single integrated supplier serving only their own parent com-
pany’s footwear manufacturing plants.

Because of their direct stake in the welfare of the domestic non-
rubber footwear industry, the supplying industries have tradition-
ally provided a substantial part of the total research and develop-
ment performed in the footwear product area. Small footwear firms
which do not have sufficient capital themselves to devote to R&D
relg upon their su’FEliers for much of their product improvement
and development. This is not to be an indictment of the footwear
manufacturers, that they have been lax in their R&D efforts; in
fact, the statistics are just the opposite. But it does suggest that the
U.S. footwear industry depends on its suppliers for more than just
sus)plies; it relies on them for a large amount of the R&D which
helps them to st:g competitive.

I have attached to my written statement a copy of the footwear
supplying industries that to my knowledge have closed factories or
gone out of business in the last 10 years or so. This encompasses
over 150 companies. This list is by no means exhaustive, and I am
sure that you will agree that suppliers are folding at a very rapid
pace.

Why have they gone out of business? For no other reason than
that the imports of footwear have forced the suppliers’ customers
to reduce production and, as a result, purchase of su?plies. As
every factory closes, we in the supplier industries have fewer cus-
tomers, less sales dollars, and less capital available for R&D.

Moreover, it is important to realize that in several supplier sec-
tors, only a small number of companies remain to suiply the entire
U.S. footwear industry. For example, at present there are only
three domestic firms manufacturing shoe lasts, eight manufactur-
in? heels, and five manufacturing insoles.

can understand the frustration that the footwear manufactur-
ers feel; we ourselves have even a greater one. It happens to be the
same problem that the FIA and the unions’ petition showed, the
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imports of nonrubber footwear. But the trade laws give supplier in-
dustries like ourselves no legal remedy. We cannot petition under
section 201 or the antidumping or countervailing duty laws, and
when our workers are laid off they cannot even apply for adjust-
ment assistance, because they haven'’t lost their jobs to imports of
heels or counters; they have lost their jobs because of the imports
of footwear.

I know my time is up. I would like to have this statement sub-
mitted, and we thank you for the opportunity.

Senator Heinz. Mr. Slosberg, without objection your statement
will be a part of the record, as it will be for each of our witnesses.
Thank you very much.

Ms. Howard?

[Mr. Slosberg's prepared testimony follows:]
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STATEMENT OF ROBERT H. SLOSBERG
PRESIDENT
RIPLEY INDUSTRIES, INC.

-- Y --

The ITC's negative injury determination has implications
not only for the U.S. nonrubber footwear industry, but for
the domestic footwear supplier industries as well.

. The independent supplier industries are the infra-
structure for the U.S. nonrubber footwear industry
as a whole. The footwear manufacturing industry in
the United States is not highly vertically integra-
ted, and depends on independent suppliers for
leather, machinery, fabric, adhesives and shoe com-
ponents.

. The supplying industries have traditionally provided
8 very substantial part of the total research and
development performed in the footwear product area.
Thus, the U.S. footwear industry depends on its
suppliers for more than just squlies: it also
relies on the supplier industries for a large amount
of the research and development which helps the
industry to stay internationally competitive.

. In several supplier sectors, only a small number of
companies remain to supply the entire U.S. footwear
industry. If these few firms were to go out of
business because of diminished domestic demand for
their product, the remainder of the footwear in-
dustry will be dramatically injured.

. If the U.S. supplier industries collapse, even the
hea;th;est U.S. footwear manufacturers will collapse
with them.
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STATEMENT OF ROBERT H. SLOSBERG
PRESIDENT
RIPLEY INDUSTRIES, INC.

Mr. Chairman and members of the Subcommittee:

Good morning. My name is Robert H. Slosberg. 1 am president
of Ripley Industries, Inc., a domestic manufacturer of heels and heel
parts, cutting dies, and shoe soles. I am also privileged to serve
as Vice Chairman of the Board of Footwear Industries of America, Inc.

Our company is approximately 60 years old, and I have been in
the industry myself for about half that time. In the late 1960's,
we had 11 plants and 1100 wori:rs in Massachusetts, Maine, New
Hampshire, New York, Missouri, Michigan and Puerto Rico. Today we
maintain 5 plants employing 500 persons in Missouri, Maine and New
Hampshire.

Mr. Chairman, it is an especially great privilege for me to be
here this morning because this is really the first opportunity that
1 have had to plead the case of the industries which serve as
Quppliers of materials and macfninery to the footwear industry.
Through a quirk in the trade laws that never ceases to amaze me for
its lack of logic, supplier industries are generally not able to
present evidence to the Internatjonal Trade Commission on how
increased imports of the article produced by the industry they supply
have adversely affected their own operations. 1 can see how this
aight make some degree of sense {f we were a basic industry like the
steel ir'tdustry and our products were used in an infinite variety of
manufactured articles, ranging from cutlery to automobiles. But I

am a member of a8 rapidly dwindling industry whose fortunes are tied

41-167 0 - 85 - 5
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solely to the welfare of a single domestic industry -- that producing
footwear. We suppliers had as great an interest and stake in the U.S.
nonrubber footwear industry's section 201 petition as the footwear
manufacturers did themselves. In my comments this morning, I would
just like to describe some of the implications of the ITC's negative
injury determination for the U.S. footwear supplier industries and
the footwear industry which they serve.

The independent supplier industries are the infrastructure for
the U.S. nonrubber footwear industry as a whole. These industries
include the leather tanning industry, makers of footwear machinery,
suppliers of fabric, and manufacturers of adhesives and shoe com-
ponents {such as heels, stays, shanks, counters, and even boxes).
The footwear manufacturing industry in this country is not highly
vertically integrated. Although there are a very few companies which
have operations running the gamut from the manufacture of leather and
shoe components to retailing, and some of these have closed their own
supply plants, the great majority of the industry consists of smaller
firms which concentrate on the manufacture of footwear from com-
ponents purchased from other firms. Thus far, this system of
independent suppliers has served the footwear industry well, inas-
much as one supplier serving ten factories can achieve economies of
scale greater than those obtainable by a single integrated supplier
serving only their own parent company's footwear manufacturing
plants;

~Because of their direct stake in the welfare of the domestic
nontubber footwear industry, the supplying industries have tradi-

tionally provided a very substantial part of the total research and
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development performed in the footwear product area. Small footwear
firms which do not have sufficient capital themselves to devote to
R&D rely upon their suppliers for most of their product improvement
and development. This is not to say that footwear manufacturers
themselves have been lax in their R&D efforts -- in fact, the
statistics show just the opposite -- but it does suggest that the
U.S. footwear industry depends on its suppliers for more than just
supplies: it also relies on the supplier industries for a large
smount of the research and development which helps the industry to
stay internationally competitive.

I have attached to my written statement a copy of members of the
footwear supplying industries that to my knowledge have closed
factories or gone out of business in the last ten years or so. This
list is by no means exhaustive, but 1 am sure you will agree that shoe
suppliers are folding at a rapid pace. Why have these coméanies gone
out of business? For no other reason than that imports of footwear
bhave forced the suppliers’ footwear manufacturer customers to reduce
production and, as 8 result, purchases of shoe supplies. As every
footwear factory closes, we in the supplirr industries have fewer
customers, less sales dollars, and less capital available for the
reseatch and development on which the footwear industry so greatly
depends.

Moreover, it is important to realize that in several supplier
sectors, only a small number of companies remain to supply the entiré
U.S. footwear industry. For example, at present, there are only
three domestic firms manufacturing shoe lasts -- the foot-shaped

forms upon which most footwear fs constructed -- and those firms
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maintain only four factories. In addition, only three Ane_ricah
companies with five factories currently make insoles, and heels are
made by only five U.S. companies operating no more than eight
factories. Each of these products is crucial to the operation of the
domestic nonrubber footwear industry. But if these few {irms were
to go out of b siness because of diminished domestic demand for their
product, the remainder of the footwear industry will be dramatically
injured. Even the so-called "healthy" footwear manufacturers will
suddenly be deprived of their only reslistic source of supply for
certain essential footwear components. The ITC seems to have
concluded that these "healthy" domestic footwear manufacturers are
able to compete with imported footwear head-to-head. However, if the
U.S. supplier industries collapse, there fs no doubt in my mind that
even the healthiest U.S. footwear manufacturers will collapse with
them.

1 can well understand the frustration which the nonrubber
footwear manufacturers in our assocfation are feeling in the wake of
the ITC's disastrous decision not to accord the footwear industry
fmport .relfef. But I have to say that as a supplier, my sense of
frustration is evén greater. We in the supplier industries have a
tremendous import problem ourselves. It happens to be the same
import problem that was the subject of FIA's and the unfons' sectjion
201 petition -- namely, imports of nonrubber footwear. But the trade
laws give supplier industries lice ourselves no legal remedy. We
cannot petition under section 201 or the antidumping and counter-
vailing duty laws, and when our workers are laid off, they cannot

even apply for trade ad justment assistance because they haven't lost
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their jobs to imports of heels or counters; they have lost their jobs
because of imports of footwear. Although this strikes me as terribly
unfair, this may not be the appropriate time or place to suggest that
the law needs to be changed in this regard. There are other changes
that have and will be suggested this morning that are more deserving
of the Subcommittee’s immediate attention. ! merely mention this
deficiency in the law to emphasize for the Subcommittee that the
nominal petitioners in this case were not the only parties that have
been devastated by the ITC's vote on June 6. We had as much, {f not
more, riding on this case, and it will not only be manufacturers of
nonrubber footwear that will suffer &s a rvesult of the ITC's
decisjon. Even the healthiest U.S. manufacturers of footwear will
not long survive ff the suppliers on which they depend not only for
machinery and materials, but also for product improvement and
development, follow the weaker firms in the footwear industry down
the merry path of ''comparative advantage."

Thank you very much for the opportunity to appear before you

this morning.
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SHOE SUPPLIERS FACTORY CLOSINGS

STAY
Oxford Hopkins

Amertcan Stay
United Stay

MEELS

Unfon

Hanover Heel § Counter

Analgamated
Sableman

Patty Greds
Progrecsive Wood
Unfversal

United

Yermont

York

Service - 2 plants
Eastern

D. H. Ford

Park Plastic
Famalore Pattern
D & S Leather
B.W. Freeman
Fred W, Mears
Spark

Daley Bros.
Alljed

Guide

Northern

Centra) Plastic
Rangley

Park

]
Missour{ Heel

SHANKS - COUNTERS

Cangans Shanks
Danfel Nailheads
New £ngland Counter
Noore Shanks
Engel-Lewis Counter
Advance Counter
Compello
International Shank
Kingsbury

BUCKLES-BONS.

Buckle Craft
Yanity Bow
Preciston Buckle
Liberty Ornaments
Defeaus Button
Mark ! Ornaments
Preaier Shoe Goods

INSOLE STRIPS

Union City
Freeman
George Convey
H.8. Bixby
Andaco Howe
Sewall

Golden Board

8ayco Co. - 2 plants

Pitts, Inc.
Barlo

Davis Box Toe
Norton

Atco Flex

FABRICS - MAN MADE
McQuaid Fabrics

Cooney Weiss
Seaton Urethane

Genera) Tire (Shoe Div.)

Phillips Premier
EVfskin

Phillips Clemtex
Nufam, Inc.
Parva Industries

Frontier Urethane Corp.

McCordie Corp.

M. Lowenstein & Sons

Spaulding Fibre Co.
RUBBER

Avon Sole Co.
B.F. Goodrich
Cats Paw
Seiberling
Untroysl

UNIT SOLES

Unisole of America
Yulcan Unit Soles
Yylyt Corp.

Katy Plas

Goodyear

PACKAGING

Nutual Paper
Hoague Sprague
Alton Box

LASTS

Krentler
Mississippi Valley
United

Woodward Wright
Western Last
Belcher Last
Avdburn Last
Leader Last
Yulcan - 2 plants
J&Y -3 plants
Sterling

LEATHER

Reeves Bros.
Berkshire Tanning
Fleming Jaffe
Moran Leather
Jeatrs Inc.

N.T.E. Corp.

W, Milender & Sons
Luco Leather Co.

D & N Leather Co.

PATTERN

Dunbar
Brown Tilt
Nidwest
Superfor
Glen Moulon
Premfer Shqe
Webbens Shoe
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COMB INERS RUBBER (Cont'd) MISCELLANEOUS

Cleaver Backing Essex Plyraft, Inc.

Columdia Crog Cord Servco, Inc.
Hale Premier Shoe Products
Hagerston - Delllnger Sales, Inc.
New Jersey Columdia Cement
Midd) etown Feaks Mercantile, Inc.
Brockton George 0. Jenkins Co.
‘Potiplast, Inc. Maxam, Inc.

Pteuer Industries
Liberty Too! & Die
Bravco, Inc.

Ameri-Tex Industries
American Supply Co.
Superior Cutting Die
Queenco Products

Shell, Atherton & Norcross
H.B. Products

Ryan ldea)

Irving L. Keith
Superfor Polish
Hamilton Wade Co.
Abrasive Products
Mullen Bros.

Paracord Co.

Henry C. Hatch

Sewing Machine Supplies

STATEMENT OF LAUREN R. HOWARD, ESQ., COLLIER, SHANNON,
RILL & SCOTT, WASHINGTON, DC

Ms. HowaRrbp. Thank you, Mr. Chairman.

I will also summarize my statement for the record. My name is
Lauren Howard, and I am a partner in the law firm of Collier,
Shannon, Rill & Scott, who represented the domestic nonrubber
footwear industry and its workers in the recent escape clause case
before the International Trade Commission.

As my written statement shows, I firmly believe that the Inter-
national Trade Commission in reviewing the facts before them
could have and should have found in the affirmative in its injury
determination with regard to this industry. Since they have not, I
believe that this Congress should clarify its intent, and suggest
some statutory amendments which would compel the International
Trade Commission in the future to grant an industry such as this
relief. And I will present the part of my statement which deals
with some suggested changes in the escape clause provisions.

We believe that the purpose of the statute is clearly to preserve
production and employment, not industry profits and violence is
done to this statutory purpose when industries such as the nonrub-
ber footwear industry are not found fitting candidates for import
relief, despite massive declines in production and employment in
the face of escalating imports.

If the ITC is not to repeat this mistake that it made in this case,
it might be appropriate for Congress to offer the Commission some
firm guidance in this matter.

We therefore urge Congress to clarify the provisions of section
201 so that the ITC will be compelled to make affirmative injury
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findings in cases like the one presented by the footwear industry. I
think it particularly important that Congress make clear that a do-
mestic industry’s loss of market share is positive evidence of injury
under section 201.

In its vote, the Commission seems to have found that the rela-
tively small absolute decline in U.S. production in the brief 2-year
period between 1982 and 1983 indicated that the U.S. industry was
not injured, despite the total failure of the U.S. industry to partici-
pate in the tremendous growth in the market between those years
and despite the steep decline from production levels in prior years.
To me, it is bizarre that an industry that has lost substantial
market share to imports can be found to have stabilized its com-
petitive position. The ITC should be expressly told that section 201
is incompatible with that view.

I think it is also crucial that the ITC be made to understand that
from the perspective of 201 all imports are injurious to the produc-
tive facilities and the workers in an industry, including imports by
domestic manufacturers themselves. It is too simplistic a view to
say that when manufacturers import they are obviously helping
themselves and the industry.

Obviously, in one sense, imports do help by increasing overall
corporate profitability. But once again, it is my view that that is
not the perspective of section 201 as I understand it: Workers have
as much right to relief from imports as do firms in an industry;
indeed, they have more right to import relief, because they do not
have the option of going offshore.

From this viewpoint, imports by domestic producers must be re-
garded as affirmative evidence of serious injury. In addition, we
were deeply disturbed by the Commission’s apparent failure to con-
sider the sharply upward trend in imports of nonrubber footwear
in connection with determining whether the industry is threatened
with serious injury. Although this has normally been the ITC’s
practice, the terms of section 201 currently do not expressly require
it, and this analysis appears not to have been performed in this
case. With imports accelerating at more than 20 percent in each of
the first 4 months of 1984, it is impossible to dismiss threat of
injury.

With that, I will conclude my testimony, and I commend to the
subcommittee the other recommendations that we have in my
statement. .

Senator HeiNz. Ms. Howard, thank you very much.

Art Gundersheim?

{Ms. Howard’s written testimony follows:]
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STATEMENT OF LAUREN R. HOWARD
COLLIER, SHANNON, RILL & SCOTT

Good morning, Chairman Danforth and members of the Subcom-
mittee:

My name is Lauren R. Howard. 1 am a partner in the Washington
law firm of Collier, Shannon, Rill & Scott. We represented Footwear
Industries of America, Inc., the Amalgamated Clothing and Textile
HWorkers Union and the United Food & Commercial Workers International
Union in their recent attempt to secure import relief for the
nonrubber footwear industry under section 201 of the Trade Act of
1974.

As the Subcommittee knows, and as the witnesses that have
preceded me have described in some detail, the International Trade
Commission reached a unanimous determination that increased imports
were not a substantial cause of serious in}ury or threat of serious
fnjury to the industry within the meaning of section 201. Thus, the
industry's third attempt in the last nine years to obtain import
telief under section 201 has met an untimely death. The absurdity
" of the ITC's decision is only fully appreciated by one who, like
myself, was involved in both of the industry's prior efforts to
secure relief under section 201. [In each of those prior investiga-
tions in 1976 and 1977, the Comnission unanimously determined that
the U.S. nonrubber footwear industry was seriously injured as a
result of increased imports. As Commission Chairman Alfred Eckes
noted at the vote, the most recent case was indeed different from the
prior two; but if anything, the case was different because it was

overwhelmingly stronger than the industry's claim to relief in 1976
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and 1977. This makes the Commission’'s unanimous negative determina-
tion of June 6 all the more incomprehensible.

Section 201 requires that three.tests be met in order to
establish a claim for import relief. First, it must be shown that
imports are increasing. No one could seriously question that this
criterion was amply satisfied: imports in 1933 were 582 million
pairs, more than double the 2838 million pairs imported in 1975, the
year preceding the first of the ITC's two prior unanimous affirma-
tive determinations under section 201. In 1975, import penetration
was 41 percent. Last year, imports took 64 percent of the U.S.
market, and in the first quarter of 1984, import penetration exceeded
70 percent. To my knowledge, no other major industry has experienced
so intense an assault by imports.

Moving ahead for a moment to the third criterion under the
statute, it must be shown that imports are the substantial cause of
the industry's injury. Here, too, ihere was no serious dispute that
the test was fully met. 1In our case back in 1976, we successfully
refuted the argument that the recession of 1975, with its attendant
reduction in general demand for footwear, was in fact a greater cause
of injury than imports. During this latest investigation, not even
the fecession was a candidate as an intervening cause; despite the
recent recession, footwear demand has been at an all-time high. 1t
was abundantly clear in this case that the depressed production
levels of the domestic industry were the direct result of no other
cause than the massive increase in imports that has captured all of
the increased demand for footwear in the United States in the past

two years.
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It was, of course, the second statutory test -- the requirement
that the industry be found to be seriously injured or threatened with
serfous injury -- that the ITC concluded had not been met. However,
I believe that when the statutory criteria for a finding of serious
injury are fully examined, it is abundantly clear that each and every
one of the three standards for serious injury was met in this case.
First, there has clearly been a significant idling of productive
facilities in the industry. Domestic production has declined in
every year since 1978, and fell by 30 million pairs between 1981 and
1982 alone. Despite reducing its productive capacity by about 75
million pairs between 1979 and 1983, the capacity utilization rate
for the industry remained essentially unchanged. Between 1979 and
1983, there were 111 net factory closings in the industry, with 66
of these closings occurring since 1981.

Second, there is unquestionably significant unemployment and
underemployment.in the industry. According to the Bureau of Labor
Statistics, 37,000 shoe workers were unemployed in 1983, only
slightly less than the record 41,000 laid-off workers recorded in
1982. Unemployment in the industry was 18.7 percent in 1983,
substantially more than the 11 percent registered in all U.S. manu-
facturing. The level of unemployment also far exceeded the rate of
10.9 percent registered in 1975 and 5.6 percent in 1979.

Finally, it is apparent that the industry satisfied the plain
terms of the profit criterion of the statute -- namely, the inability
of a significant number of firms to operate at a reasonable level of
profit. The ITC's staff report shows that in 1982 and 1983,

respectively, 29 and 30 of the 140 companies surveyed -- or roughly
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21 percent of the reporting firms -- reported net operating losses.
In 1981, by contrast, only half this number -- or 15 firms -- reported
net operating losses. Moreover, the overwhelming majority éf firms
in the industry by number -- the perspective explicitly required by
section 201 -- showed poor and declining profitability. In combina-
tion, nonrubber footwear firms produting less than one million pairs
per year registered a financial performance that can hardly be
regarded as "reasonable' by any standard. While the profitability
of the industry as a whole -- and of the larger firms, in particular
-- was more robust, Congress did not direct the ITC to look at
aggregate profitability in determining injury.

In my opinion, the overwhelming weight of the evidence in this
case mandated an affirmative determination of serious injury. The
Commission, as the Subcommittee well knows, instead found in the
negative by a unanimous vote.

Although to my mind the statutory criteria are clear and were
satisfied in this case, the result makes apparent that the Commis-
sion, at least, believed that there was enough leeway in the statute
as presently worded to issue a result wholly inconsistent with the
entire purpose of section 201. However, we believe the purpose of
the statute is clearly to preserve production and employment, not
industry profits, and violence is done to this statutory purpose when
industries such as the nonrubber footwear industry are not found
fitting candidates for import relief, despite massive declines in
production and employment in the face of escalating imports. If the
ITC is not to repeat the mistake it has made in this case, it might
be appropriate for Congfess to offer the Commission some firm

guidance.
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We therefore urge Congress to clarify the provisions of section
201 so that the ITC will be compelled to make affirmative injury
findings in cases like the one presented by the footwear industry.
I think it is particularly important that Congress make clear that
a domestic industry's loss of market share is positive evidence of
injury under section 201. 1In its vote, the Commission seems to have
found that the relatively small absolute decline in U.S. production
in the brief two-year period between 1982 and 1983 indicated that the
U.S. industry was not injured, despite the total faflure of the U.S.
industry to participate in the tremendous growth in the market
between those years and despite the steep decline from production
levels in prior years. To me, it is bizarre that an industry that
has lost substantial market share to imports can be found to have
"stabilized" its competitive position. The ITC should be expressly
told that section 201 is incompatible with that view.

I think it is also crucial that the ITC be made to u;derstand
that from the perspective of section 201, all imports are injurious
to the productive facilities and workers in an inductry, including
imports by domestic manufacturers themselves. It is too simplistic
a view to say that when manufacturers ‘import they are obviously
helping themselves and the industry. Obviously, in one sense,
imports do help by increasing overall corporate profits. But once
again, that is not the perspective of section 201, as I understand
it. Workers have as much right to relief from imports as do firms
in an industry; indeed, they have more right to import relief,

because they do not have the option of going offshore. From this



14

viewpoint, imports by domestic producers must be regarded as affir-
mative evidence of serious injury. An {industry in which the
incentive to import has become greater than the incentive to continue
domestic production is an industry that does not have long to
survive. It is my view that it is precisely such {ndustries that
section 201 was designed to save.

In addition, we were very disturbed oy the Commission's ap-
parent failure to consider the sharply upward trend in imports of
nonrubber footwear in connection with determining whether the in-
dustry is threatened with serious injury. Although this has normally
been the ITC's practice, the terms of section 201 currently do not
expressly require it, and this analysis appears not to have been
performed in this case. With imports accelerating at more than 20
percent in each of the first four months of 1984, it is impossible
to dismiss the threat to the industry, if not the present injury
being suffered. We therefore suggest tLat Congress require the ITC
to consider recent import trends in evaluating whether a threat of
serious injury exists.

Finally, and perhaps most importantly, the negative votes of
each of the comnissioners who announced their rationales were based
largely on the aggregate profitability of the industry; production
and employment trends were given only passing acknowledegment. Sec-
tion 201 should be amended to make clear that a finding of serious
injury or threat thereof should not be precluded by a flndingithat
the profit criteria are not met, so long as the production and

employment criteria of the statute are satisfied.
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In conclusion, I would just like to say that we continue to
believe that the law as currently written mandated an affirmative
finding in this case, and that the Commission made an erroneous
decision with very tragic results for this industry. The technical
amendments described above would go far toward avoiding a repetition
of this travesty. 1 urge Congress to make clear to the Commission,
once and for all, that this country is determined to preserve its
manufacturing industries consonant with the original goal and pur-

pose of section 201.

Thank you very much for your attention.

STATEMENT BY ARTHUR GUNDERSHEIM, ASSISTANT TO THE
PRESIDENT, AMALGAMATED CLOTHING & TEXTILE WORKERS
UNION, AFL-CIO, NEW YORK, NY

Mr. GUNDERSHEIM. Senator, I will also ask that my testimony be
included in the record, with two slight corrections which I will give
to the staff upon the conclusion of the hearing. Unfortunately, we
anticipated a few things.

Obviously we join all of our colleagues in being extraordinarily
disturbed by the travesty of justice and the sheer incomprehensibil-
ity of this decision. It clearly shows that present import relief pro-
cedures under the trade statutes are not working as they should,
and that we need a major overhaul of the entire process.

To say that we are in support of the quota bill as an immediate
step is obvious, but I don’t want to trivialize this support by its ob-
viousness. Our shoe workers are enraged and are crying for some
assurance that someone in the U.S. Government cares about them,
about their jobs, and about their livelihood.

George Langstaff has reviewed a number of the statistics al-
ready, in terms of the gross errors made by the Commission, at
least in citing the rationale for their decision, and I won't repeat
them except to point out that the current average hourly wage in
the shoe industry is $5.27, which is barely a living wage. More than
ig%. in real terms this is less than the workers were earning in

I think it is outrageous that they think that people who have to
try to survive on this kind of standard of living don’t see imports
as a threat to that kind of situation.

More than that, the Commission seems to have decided as its ra-
tionale for determining no injury, both in the shoe case and frank-
ly in the steel and copper cases, that it is the profitability of the
industry that is the only criteria that seems to count. That seems
to be the only test that the ITC imposed, and it seems to have ne-
glected all the other factors mentioned in the statute.
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This means either the escape clause applies.only to stockholders,
or in fact all the major firms of an industry must be approaching
insolvency before a positive finding of injury can be made.

Frankly, you here in Congress will have to defend your own leg-
islation when it'is so brazenly subverted. What galls us, though, is
the basic antiworker attitude this decisionmaking represents. The
industry can stay profitable by becoming total importers, frankly;
but the only loser is the shoe worker who sees his or her job literal-
ly going offshore.

The problem with this decision was that the Commission seems
to say that in fact, there is no injury because either the industry
can’t adjust or in fact, there is no hope of it ever surviving. And I
have no recollection, being involved in a number of cases before the
International Trade Commission, that in fact it is their mandate
under the statute to so determine whether an industry can or
cannot continue to survive. Their mandate is to determine the
degree of injury.

Obviously, the provisions of the escape clause must be amended
to ensure that the injustice of this current ITC decision on shoes is
not repeated. In fact, I would say a general reform of all of our
trade remedy legislation is long overdue.

Senator Heinz, we know of your attempts at doing this, and we
obviously strongly support them.

We certainly also appreciate the committee’s quick response to
the ITC’s decision in calling this hearing and in reviewing the leg-
islation. We trust the committee will report out the quota legisla-
tion as speedily as the hearings were called. If this decision is al-
lowed to stand without meaningful response, the credibility of the
entire Trade Act is in question.

In fact, I might mention that I have just returned from our
union’s convention. Frankly, I was at a loss to explain to our shoe
workers not only the decision, but how it was arrived at, the entire
process, and so forth. And when you find that the people most di-
rectly affected by actions here Washington can’'t understand it,
can't explain it, and it makes no sense to them, with all due re-
spect I suggest that our whole democratic process is being jeopard-
ized by that situation.

Thank you.

[Mr. Gundersheim’s prepared testimony follows:]
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STATEMENT OF ARTHUR GUNDERSHEIM
ASSTSTANT TO THE PRESIDENT
AMALGAMATED CLOTHING AND TEXTILE WORKERS UNION, AFL-CIO

Before the

Subcommittee on International Trade
Senate Finance Committee
United States Senate

June 22, 1984
SUMMARY

The unanimous determination by the U.S. International
Trade Commission that the U.S. shoe industry has not been
seriously injured by increased imports is a travesty of
justice and of sheer common sense.

The ITC decision represents a basic anti-worker atti-
tude. The Commission is utilizing only one criteria as the
test for injury in the escape clause -- profits, This means
either the escape clause applies only to stockholders, or
all the major firms of an industry must be approaching
insolvency before a positive finding of injury can be made.
The shoe industry can stay profitable by becoming total
importerss the only loser is the shoe worker who seaes his
job literally being shipped overseas.

Legislation must be passed restricting U.S. imports of
nonrubber footwear to a reasonable share of the U.S. market.
We strongly support the Senate bill which restricts imports
to 400 million pairs annually.

The provisions of the escape clause must be amended to
ensure that the injustice of the ITC decision on shoes is
not repeated. A general reform of all our trade remedy
legislation is long overdue.
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I am Arthu:z Gundersheim, Assistant to the President of
the Amalgamated Clothing and Textile Workers Union. I am
speaking here today on behalf of the United Food and
Commercial Workers Union and my own union., Between us we
represent the unionized shoe workers in this country.

The unanimous determination by the U.S. International
Trade Commission that the U.S. shoe industry has not been
seriously injured by increased imports is a travesty of
justice and of sheer common sense. Not only does the shoe
industry have among the highest import market penetration
rates of any U,S. manufacturing industry, but to ignore the
growth in shoe imports and import penetration over the last
two years i{s totally incomprehensible. It clearly shows

that the present import relief procedures under the trade

statutes are not working as they should and need major

. overhaul,
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AN AR Cixst R AW L0 G R, Ay ARTIR (OEVY CHARLES SALEr
e R G TN PRy GORIXN B AR Vg AL N LFONSPI2ER
CAMEL L A22 NARC SAVES DR AR E GACE L1ED WallR SETER S8 LA
A AVEN (ABAN L NAY RO Ny NS (R VERA VR CECH TOPFA,
e BALCE DUNTON WaLAY A VRA 1 MOREND 2V AARAEN

SRARNE (A fCA GARAY s RRAQS SO5E Py b FAANE NCHOLAS W
CrAAES Bt CLARK SOven HOR SAME S ACK SON CARwk ™ ParaLE



79
-2-

To say we are in support of the quota bill as an imme-
diate step and the proposed changes in the escape clause
statute for the long term is obvious. But I don't want to
trivialize this support by its obviousness, for our shoe
workers are enraged and crying for some assurance that
someone f{n the U.S. Government cares about them, their jobs
and their livelihood.

The employment situation is absolutely devastating.
According to the best U.S. Government data (the Department
of Labor, not the ITC), the average number of employees in
the nonrubber footwear industry declined by 2,500 workers
between 1979 and 1981 when OMAs were 1n effect, and then
fell by almost 20,000 workers between 1981 and 19831 Some
37,000 shoe workers were counted among the unemployed at
year-end 1983, Severe job losses continue in 1984. Yet, in
the opinion of Chairman Eckes, unbelievable as it may seem,
"employment has stabilized"™ in this industry.

Commissioner Rohr cited another statistic which he some-
how deemed a relevant fact indicating a healthy industry.

He said that "wages payed {sic) to workers in the industry
have increased by more than 35% over the period of our
investigation.”™ I must say to that, "so what?", Can he
honestly say that an increase in hourly wages from $4.09 per
hour to $5.27 per hour (a 29 percent -- not 35 percent -~-

increase between 1979 and 19831/) is a meaningful increase?

1/ "Based on Bureau of Labor Statistics data.
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This is barely a living wage! Commissioner Rohr should have
been more thorough and considered that during this same
period, the cost of living increased by 37 percent, so that
in fact shceworkers' real wages actually declined substan-
tially.

Three Commissioners cited the allegedly high profits in
this industry as their rationale for determining no injury
existed. The two subsequent decisions on steel and copper,
where the industries were not profitable but ali other indi-
cators were similar to footwear, tells us that literally
only one criteria is being used as the test for injury --
profits., This means either the escape clause applies only
to stockholders, or all the major firms of an industry must
be approaching insolvency before a positive finding of
injury can be made.

You here in Congress will have to defend your own
logislation when it is so brazenly subverted. What galls us
is the basfc anti-worker attitude this decision-making repre-
sents. The industry can stay profitable by becoming total
importers: the only loser is the shoe worker who sees his or
her job literally being shipped overseas.

At this juncture, there are two courses of action which
fould remedy the damage. Both need to be pursued vigorously
by Congress. First, legislation must be passed restricting
U.S. imports of nonrubber footwear to a reasonable share of
the U.S. market. We strongly support the Senate bill which

restricts imports to 400 million pairs annually.
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Second, the provisions of the escape clause must be
amended to ensure that the injustice of the ITC decision on
shoes is not repeated. In fact a general reform of all our
trade remedy legislation is long overdue.

We certainly appreciate this Committee's quick vresponse
to the ITC's footwear decision. We trust your action in
reporting out this legislation will be equally as speedy.
If this decision is allowed to stand without meaningful
response, the credibility of the entire Trade Act is in
question. In a perverse way maybe the ITC has done us a
favor. Now we can really begin to address our trade

problems in a meaningful way.

Senator Heinz. Mr. Gundersheim, I thank you.

At this time I am going to yield to Senator Mitchell.

Senator MircHELL. Thank you, Mr. Chairman. I now call upon
Ms. Walker and Ms. Hebert.

Welcome. Speak directly into the microphone in order to be
heard, and we look forward to receiving your testimony.

STATEMENT BY DIANE WALKER, BETHEL, ME, AND JEANNE
HEBERT, LIVERMORE, ME, REPRESENTING THE SHOE WORK-
ERS OF MAINE

Ms. WALKER. Greetings from the workers and voters of Maine.

We, the shoe workers of Maine, come before you today to plead
the case of the shoe industry in Maine. Maine is the No. 1 shoe
l)roducing State in our Nation, but to be the No. 1 producer is of
ittle comfort or benefit if the domestic shoe industry is not protect-
ed from the loss of its current 25-percent market share.

We have lost another 2,000 jobs in a period of 12 months from
June 1983 to May 1984, which we believe to be directly related to
an 1l.4-percent increase in shoe import genetration during this
same period of time, from 63.6 percent to 75 percent of our own do-
mestic market.

Three isolated rural communities in Maine, in Franklin County,
with a combined work force of under 10,000 people is where 25 per-
cent of the most recent job loss occurred. This job loss will push the
unemployment rate up an additional 5.2 percent of the total work
force population of the tritown community and a 24-percent impact
on shoe and related industries in the same area.

The effect on the communities in question is devastating. The po-
tential exists for a dramatic rise in unemployment, food stamp use,
welfare, alcoholism, child abuse, and crime; a general demoralizing
effect on all three communities involved.

Those who oppose import restrictions on shoes offer the advice
that we should retool our shops and retrain for high-tech indus-
tries. Yet, where are the high-tech industries located? And where
are they going? Increasingly, component manufacturing jobs are
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being done overseas, being exported to the very same competitors
who are costing us our shoe industry—those in the Caribbean
Basin, Taiwan, Korea, Japan, Hong Kong, Brazil, and other foreign
ports.

The reason for the h.;h-tech move overseas is identical to that of
the shoe industry: Cheap foreign labor at slave wages, and a lack of
tariffs which mirror the protection afforded by foreign nations to
protect their industries.

Ms. HeBeRT. The ITC ruling is not simply a ruling against the
shoe industry, but it is a ruling against the American worker. How
can they justify saying in 1981, just 3 years ago, the 51-percent
import penetration was damaging to the shoe industry and today
at 75 percent they find no damage?

It is equally mystifying that at the same time the ITC ruled
against the shoe industry which is suffering a 75-percent penetra-
tion in the American market, they found economic damage had oc-
curred in the steel industry with only a 25-percent domestic
market penetration, and President Reagan afforded relief to the
auto industry with a 23-percent import penetration, and in the to-
bacco industry with a 13-percent penetration. The logic of it all es-
capes me.

The ITC did not differentiate between the foreign and American
made profit structure in the shoe industry. They did not take into
account domestic companies who relied heavily on imported shoes
to show a profit, and they completely ignored companies who relied
on imported shoe uppers for at least 50 percent of their profit ratio.

Our present policy of free trade creates unfair competition for
the American worker. Our request for 50 percent of our own
market is not unreasonable. And our request for fair trade, not
free trade, is only common sense, because you cannot play any
game by two different sets of rules.

To allow the demise of the American shoe industry is to put a
gun to the head of the American consumer.

This is a Timberland shoe, produced and manufactured substan-
tially overseas. It sells for $59.95. This is a Sebago shoe. It is totally
American made and sells for $48.

We all know the labor rates in the Caribbean Basin are less than
30 cents per hour. We feel the American consumer is being cheated
by multinational corporations and volume footwear retailers in
their greed for megabuck profits. When the last door bangs shut on
the American shoe industry, the American consumer will awaken
to subquality, overpriced imported footwear, and a commodity he
cannot exist without.

Thank you.

At this time, sir, I would like to present you with over 7,000 sig-
natures from the people in Maine asking for fair import legislation.

Ms. WALKER. And we would like to add, that is just the down
payment. There are going to be more coming.

Ms. HEBERT. The first installment.

Senator MitcHELL. Well, thank you both very much.

Now I will call on Mr. Stephens.

(The following articles were submitted for the record:)

‘
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SHOE WOHKERS OF MAINE

The Shoe Workers of Maine began in January of 1984, by
four friends: Susan Galant, Jeanne Hebert, Dolly Donaghy and
Diana Walker. We are all former employees of G,H. Bass
although we worked in different divielons of the company.

We saw factory after factory closing., Friends and family
were losing thelr jobds left and right., We did an investi-
gation of the import situation, We were both shocked and
angry at what we discovered, We decided to do something
about 1t, developed a plan of action and the Shoe Workers of
Maine was dborn.

As we've progressed, we've broadened or altered various
parts of the plan, Our goals have always remained the same.
We want import relief, a re-defining of raw materials and
the redbullding of our industries so that people crn go back
to work. We want the reduilding not just our own industries,
but that of others that are the road to extinction such as)
steel, clothing, clothespins, textiles, etc.

Our grass roots effort has brought the following
accomplishments:

{1) A State Resolution sent to President Reagan asking for
the reinstatement of the OMA pre-June 1961 level, And
secondly, the redifinition of a raw matertal. The
resolution was passed unanimously through both hcuses,
It was sponsored by House lajorl?y Leader (Elirabeth
Mitchell) and leaders of both parties as well as being
supported by the Speaker of the House and the President

of the Senate,
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(2) The fo;ning of a coalition to fight for fair import
legislation,

(3) May 12th Rally for the Shoe Industry,

{4) New England News coverage through normal media and
National News coverage through Trade Publications.

(5) A second State Resolution calling for the enforcement
of the 1934 U,S. Customs Labeling Law, And Secondly,
that Shoe uppers be included in the Global OMA (Orderly
Marketing Agreement), The Resolution to be sponsored
and put through the State Legislature during the next
leglislative session, It will have the same sponsors
as our firat resolution,

One goal is to have key peopls in all Kaine Shoe
factories and other businesses, Also, to accumulate key
people in factories and communities across the nation, For
it is only through an across the nation coalition that we
can create a voting block with the power to influence the
ostapllchment of laws and demand their enforcement through
our Federal Government, It also i8 necessary in demanding
the enforcement of already estadlished laws, Our Maine
Coalition so far is made up of people from all walks of life
from shoe workers to railroad people, from factory owners to
small businessmen, from housewives to legislators, from
mayors to retirces,and both union and nonunion, »

A second goal is to oducate the public as to whom is
actually responsible for the decline of so many American
Industries. Banking and Mult-Natlonal Corporations as well
as key people within our Federal Government being the main
instigators of their decline.
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A third éoal and the most lmportant is the redbuilding of
the Shoe Industry and other American Industries that are
being killed by imports. The employment of Americans before
we give jobs to those in other lands,

A fourth goal is to make the American consumer aware
that when he buys a foreign made shoe he is not getting the
bargain he thinks he is because he will pay in other wuys as
wall as the actual cost of the shoes, The other ways are:
Unemployment, Food Stamps, Fuel Asasistance, Welfare, and
Clothing Assistance, How many cases of Child Abuse are the
result of a parent who has been unemployed for too long?

How many crimes have been committed to provide food for
families that would othe~wise starve because parents are
unemployed? How many families are living anywhere they can
find shelter even if it is under bridges and in shacks made
of oddd and ends of what they cen find? At the rate this
country is going we will be a third world country ourselves,
with a socletv of only the extremely rich and the very poor,

We are not asking for the elimination of Imports, There
will still be plenty of low cost shoes for those that need
them, We are only asking for 50% of our own parket, We are
demanding"Fair Trade"not “Free Trade? We are demanding honest
labeling so that the consumer knows what he is buying and
where it came from, We are demanding Jobs for Americans,
PIRST, LAST and ALWAY:)
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AN EXAMPLE OF A TYPICAL MAINE SHOE COMMUNITY

PARMINGTON--Has a total population of 6,730 people
75.2% are over 18 years of age =5,061 people
12,08 are 65 years of age and over s 808 people
Work age population of 4,253 people
Age 18 to 65

JAYeee-eenaeligs a total population of 5,080 people
66.5% are over 18 years of age = 3,378 people
8,4% are 65 years and over = 427 people
Work age population » 2,951 peopje

WIL1ONe---a=Has a total population of &,382 people
69.1% are over 18 years of age = 3,028 people
13.1% ars 65 years and over = 574 people
Work age population = 2,454 people

Total Work Age Population
TRI.TOWN COMMUNITY = 9,658 people

.
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Pranklin County is 1,769 sq. miles in area. It has a
total population of 27,098 and 15,879 of them fall in to the
workage category, The Pranklin county seat is Paraington., The
Tri-town Community we are goung to look at includes Parmington,
Jay and Wilton, They are the three largest towns in the
oounty, Together they heve a total population of 16,192 of
which 9,659 fall within the workage category. It is & shoe
based community and typical of others in Mains who rely on
shoe and their related industries for jovs,

In the last year since June of 1964 there has been a
permanent 108s of 503 jobs, This amounts to a 5.,2% drop of
employment in the community and a 24% loss in shoe jobs in
the area, This does not reflect the spin off efect on the
community in general, which is due to the loss of revenus.
from unemployed workers, If steps are not taken by Congress
to rectify the I.T.C, decision of June 6, the losing of the
remaining shoe and related induatrfou will mean devastation

tc the community and county as a whole,

The community has not yet begun to feel the full force
in terms of welfare of those people already unemployed,
Parmington Shoe 1lald off 130 people last Qctober, Please look
at Chart of Food Stamp atatlatics provided on the next page.
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In November, a month later, G,H, Bres announoed the closing of
of its North Jay plant, They would begin a phase dowr that
would have 250 people unemployed dy Febdruary tst, Four months
later in March, a third blow came to the Tri-town community with
the announcement that G,H. Bass Rumford division was to de
converted to a warehouse, Some of Rumford's 270 would be
allowed to dump workers at the Wilton Plant, D-Day for Rumford
was May 1st, About 100 people were dbumped at Wilton., A month
later, in April the forth dlow landed with the lay off of 2)
out of 28 people in Wilton's sample department, Those who

were left would go to Falmouth, Naine, The end result was 503
unemployed and the 5 jobs that moved from the Tri~-town area to
to another part of the state,

Since October when Parmington Shoe closed, PFranklin
county has showed a steadily increasing demand for food stamps,
This is the first link in a ohain of dependence or atate
ald for survival, The loss of a job usually means chronic
unemployment for psople who live in the rural isolated
communities that typify Maine, The Tri-towmn community has
yet to face the full force of the layoffs, because as I write
this those 503 people are still receiving unonploynent. But
that will begin running out for the Farmington shoe workers
within the next few weeks, North Jay's workers will begin to
lose their unemployment In about a month and Wilton's will start
phasing out about four months later.

Some workers who were financially able have already moved
to other aress or out of the state altogether. Those workers

who remain have a questionable future, Some workers can acquire

41-167 0 ~ 85 - 7
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relocation money under the 1974 Trgde Act, but this amounts to
about $600, This amount of money would barely pay the 2 month
deposit on & place to live much less other essentials such as
food and clothing. But it isn't just the financial welfare of
the community that is a stake, Chronic unemployment %reeds
aicoholism, ‘drug abuss, child abuse, wife beating, increased
crime and even suiclde, The mental health and safety of the
community is in fact up for auction along with ite economic
well-being, At this time another 1,400 jobs in this community
alone hang in the balance, waiting for their Congress to help
them where the I.T.C..has failed,

It has been suggested that the 233,00 workers across the

nation who are involved in shoe and re.ated industries be
retrained for the high-tech industries. In Maine this is an ex-

trems protlem as we do not have nor have any hope of oblaining any -
more high-tech industries. If we can't compete with labor costs

in other countries such as Japan,Taiwan,Brazil, Italy and the Carib-
boan Pasin in shoec, how can we compete in tho same labor marketl In
high-tech Jobs., Most skille learned in the shoe industry are non-
transferable to other induslriee, And make no mistake ,these are
skills and Lhey tuke years to perfect. Thic Is why the quality of
the imports have not yol cuught up with our American made shoes.

What can shoe workers bo tralned for?))

Lurge shoe cumpuniet have u GX prolfit belure taxes because Lhey
have bLeen forced intu importing for survival elnce they wero not
granted the relief in 1981 Lhut they requected and needed. Many
cmall privately owned companies which make up the majority of the
shoe companies in Amorica today are holding on by the skin of their
teeth., They are not making 6% profit and cannot afford to go overseas.
. Privately owned , many are remaining domestic because of the people
thqy employ and their loyalty to the American consumer by p;ziiding
what they believe is a quality,moderately priced shae.
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The Yolume Retallera say they are worried about cost to
the consumer if imports are out down on, But has anyone
pointed out that whether the domestic market lives or dies the
retaller will not be affected, The fact is that the more shoes
that are imported the larger the profit the retailer can make,
American shoes in fact oreate competition for retailers who
would prefer to only import., When our market is totally foreign
it will not be a consumers market, what it will be 48 a foreign
ghoe makers' and domestic retailers market., The consumer will
then be forced into the situation of having to pay whatever
price retailers want in order to have shoes,

Why do I say that American Shoes keep the price. of shoes down?
You saw in ouf presentation the Timberland Shoe and the Sebago
Shoe, The American made shoe sells for $12.00 less than the
Timberland shoe which is substantially made overseas, The shoes
were identical. Except, if you looked closely, you notice the
stitching was much better om the American made shoe, It will
last better as well,

Look over the chart on the next page. It shows the labor
costs of making shoes in the U.S. and the cost in countries
with which we compete, It also shows the the cost of making
uppers in the U.S. and the cost of inaking them overseas.

Congress should pass this bill and at the same time it
should do an examination of haw muoh profit retailers make on

the consumer. If they were really concerned would they mark

up the prices so much?
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We would like to add that we are consumers. Every worker
i{s a consumer. If we do not dbuy each others products first, no
one will have the money to buy anything. Then no one will have
a Jovul

Ve feel that to ask for 50% of our own market is not
unreasonable. We are not askin;; that imports be stopped ale
together, There will still be cheap shoes available for the
poor,

To give us fifty percent is to make it possible to main-
tain our workforce of 233,000 in shoes and related in industries,
It would also mean the reopening of factories and the hiring
of people presently unemployed, It would cut down on the -~
number of poor by making available jobs for them.

To 11listrate the difference beywean the number of workers
needed to import and the nhmber needed to make shoes domestically,
There is a factory in Lewlston that a few years apo made thelr
own shoes and employed 600 people, Now they are totally importing
and employ 8,

On a nation wide basis the comparison is easily drawn. From
this analogy we will allow you to draw your own conclusion as to
how many of the 233,000 people presently employed will still have

a job wlen shoes are a totally retail market,



i I v o Y a— [T .
; w8 S Wi I Bere g N wie ) LageR SOINGS 1 FOREIGA MKTS,
CRIR e IR : =k = .
i e | e gerey e S s e w; SAVWGS
szggggﬂ{ﬂ By a3 L s 2% | 2w A3 amss [P332 |
005 PR ME -
KeReA i . .
(5c¥ pes k) |39 e el 275 235 M| 2us | *206
O LK Ol TE ! ' .
— 1
10IW/AL . , .1 ; . ..
Cide peemesy © L2 0 037 LT 275 2.04 .63 245 1.52
0249 pE i :
Braz i . b _ ~ Iy
066 p2cwan) | 1 o5y S0 | 215 | 235 44 | 245 13200
G617 pagonws -
= —
JarAY _ y S
b e wwe) 208 .25 233 278 42 2.08 245 31 '
OTT AL .
Hows Wouss N . _ _
(i 0ix w6 73 4 32| 2715 | 153 3 | 2ss |51
L2 PEX Min . 2
Mauz Avecne o |
(S8 meha) | o4y i ¢ 275 P
N i ?
US. AuieeE o |
(G435 Pk HAk) | 288 | L3
UGSV b
T T v L -gr w .o N -
. B 1, o Rars ot - Atk o e s - . i




‘ 101

Sebago, Inc.

Wenbrook, Maine, 1%5.4. 04042

o Telephone 2078548474
Telex 944358

November 1982

SUBJ: COST INFORMATION ON OPEMTIONS
PERFORMED IN THE U,S.A.

TIME TIME CosT COosT

OPERATION 12 PAIRS 1 PAIR 12 PAIRS 1 PAIR
1. Wet uppers, 5.42 min .45 min § .42 $ .04
2. Porcelast, 2.50 .21 .62 22
3. Cement bottoms. 2,15 .18 .29 .02
4. Cement solea. 3.1 .30 <42 .04
5. Press soles. 6.31 +53 +69 .06
6. Pull lasts. 3.44 .29 37 .03
7. Littleway stitch. 5.00 42 60 .05
8. Inspect. 3,60 .30 «26 .02
9, Clean & condition, 4,92 .41 .48 .04
10, Pack. 2.20 .18 .12 01
TOTALS 38,65 min 3.22min §6,27 $ .52

- Amurica’s Finest Quality Casysl Type Footwear
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Sebogo, Inc.

Westbrooh, Maine, USA. UIUY2

o Telophone 207-854-8474
i Telex 944358

November 1982

SUBJ: COST INFORMATION ON DRESS TUBULAR MOC

The following figures are submittod on the.basis of the piece
price rate structure o{ the identical operations at SEBAGO, INC.
in Westbrook, Maine.

cosT COs?
OPERATION 12 PAIRS 1 PAIR -
- 1. Put up work. $ .11 s .0
2, Cut upper. 2.87 .24
J. Cut lining. .20 V02
4. Cut counter pocket. - «26 b.02
S. Inspect uppers. .16 .01
6. Mark upper. .42 .04
7. Mark lining. 19 .02
8. Stitch counter pocket to lining. 1.10 .09
9. Cement vamp lining to upper. 1,00 .08
10, Casge up (after skiving, in
stitching room) W27 ' .02
il1. stamp lining. 25 .02
12, Die out vamp. . +25 .02
13, Die out tip. .29 .02
4. Skive tip, »33 .03
15. Cement tip liaing to tip. 37 .03
lb., Close backstay, .22 .02
17. Tape backstay. .25 , 02
13. skive backstay. .17 Yol
1Y, Stitch backstay to vamp. .97 *,08
20, Die out saddle, .13 .01
2i., Skive saddle. .25 .02
2z, Fold saddle. ’ .29 .02
23, Stitch in ornamcent. 40 .03
24. Top stitch tip a trim lining. .62 .05
23. Stitch on gore. .43 .04
26. Split binding, +07 .01
27. Stitch on banding. v 9y .03
28, Inspect. .16 .01
29, Sew tip to vamp. 32,720 2,73
J0. Sew saddle to vamp. 2.28 .19
. ——
TOTALS $ 48.00 $ 4.00

America's Finest Quality Casual Type Footwear
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L R SRNENY I

Sebago, Inc.

: R ,.‘ )

i . \ Westhrook, Maine, US.A. U492
N 0 Tolophows 207.854-8474

; Telex 944358

; . November 1982

SUBJ: ‘ COST INFORMATION ON HAITIAN "TRU-MOC"
(Sperry Topsider MP-991)

The following fiqures are submitted on the basis of the piece
rate structure and the timed labor value of the identical operations
at SEBAGO, INC. in Westbrook, Maine

The times designated for each below operation are represented
in full minutes and one-hundredths of a full minute,
EXAMPLE: 1,25 minutes = 75 seconds.

Costs listed below include: 1, Base rate (minimum wage)
2, Incentive rate (piecework)
3. Any premium pay

TIME ~~ TIME COST cosT
OPERATION 12 PAIRS 1 PAIR 12 PAIRS 1 PAIR

CUTTING

1. Sort leather & put up job, 1.25 min .10 min $§ .11 $ .ol
2., Prepare schedule, take dies
from rack; Cut 12 pairs of

uppers. 26,40 2.20 2.75 .23
3. Inspect cut pieces, 5.60 .47 .44 .04
SKIVING
4. Mark vamp for backstays &

collar, 2,60 222 .33 L 03
5. Bevel vamp. 1.09 .09 W11 .0l
6. Bevel tip, tol21 .10 .1 .01
7. Die out tip, 1.45 .12 18 .02
8. Die out vamp. 1.60 .13 .19 02
9. Split backstay. W72 06 .09 .0l
10, Split eyestay, 1.32 .11 .16 W01
11, Skive collar. 3,65 .30 i T LU3
12, cCase up shoes. .55 .05 .07 .01
13. Stamp linings. 1,11 .09 .16 Wl

America’s Fines: Quality Caspal Type Fortwear
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CUST INPORMATION ON HAITIAN "TRU=-MOC*

Page 2

OPERATION

STITCHING ~

14, Cement backstays to collar,

15, Die out. eyestays.

16, Stitch collar together.

17. Eyelet collar,

18, Stain collars,

19, Lace collars with rawhide
laces,

20, Edge stitch collar,

21, Close heels.

22, Rub heal seam,

23, Stitch on backstay,

24, Stitch on collar,

2%, Rub down collar seam.

26. Top stitch collar,

27, Pre-cement vamp,

28, Pre-cement tip,

29. Inspect.

PREPUNCH ROOM

30, Set up tack & tack shoes.
3l. Handsew ' pair.
32, 1Inspect,
33. Handsew 12 pair heels,
34. Rudb seam pull tacks.
35. Pull lasts.
TOTALS:
CUTTING
SKIVING

PREPUNCH ROCM

\

TIME TIME .. COST CosT
12 PAIRS 1 PAIR 12 PAIRS 1 PAIR
LR PS8 L 2& A

3,60 min .30 min § .28 § .02
.90 .16 ‘.13 .0l
2.35 .20 .27 .02
2.40 .20 .31 .03
.90 .08 ©.05 .01
9.60 © .80 .99 .08
4.85 .40 +69 .06
2,04 .17 .22 .02
.95 .02 .09 .01
2.59 .22 .29 .02
5.61 47 .75 .06
2,85 .24 .33 .03
12.15 1.01 1.41 .12
1.19 .10 .14 .01
.82 .07 .10 .01
2,15 .18 .18 .02
16.86 1.41 2.41 .20
118,68 9.89 14.48 1.21
4.80 .40 .35 .03
60,00 5.00 4.80 .40
4.46 .37 .37 .03
2.64 227 +25 .02

TIME TIME COST CosT
12 PAIRS 1 PAIR 12 PAIRS 1 PAIR
33.25min 2,77min § 3,30 § .28
71,25 min S.udmin $§ 7.96 § .03

207.44min 17,29 min  § 22,66 § 1.89
311,94 min 2b,08mn  § 33.92 § 2.do

—
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Ttminidbptshwtocwbmderp'leed mpoﬂedgoods‘,_—

by the Cabinet Thursday. would take effect inr

'mm-m-n dopted an

. countrios. ‘l'heh- ll!y-ld. trtended torprotect
pmmmmmmnmmov local indvrdtries that might be threatened by tm-
[ d  ports vresulting from Taiwan's move (o lower tm-

ym port taxes and relax domestic market restric-
{_Covernment o WM“MMW

144

This 3£ an example of what foreign governments do for their manufacturers and workers to
protect their domestic market. ¥e are only asking for egual concern froz our own government
for its workers and incustries. Taiwar is protecting itself from “Caritbear Basis", forea,
Brazil, and other third world nations with wages sub-standard to theirs.
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B & F INTERNATIONAL ASSOCIATES

' 188 RIDGE ROAD L] RUTHERFORD, NEW JERSEY 07070 N

. T [
S0 AGEMENT CONSULTANTS . 201 05 )
—

INSUL T ANT ENGINEERS
TILMNATIONAL TRALE MIAN
. v Iy ) I Y
T0s  U,S, SHOR MANURACYURERS, x;,g.mlga‘\"
SUBJECT: A WAY OUT! T0 what is happening to the

shoe {niustry in the U.s, ‘%\J
1
———

1) Imports; 61.on of the total U.:), marxet is . .
imported from overaeas. POAT. ) PHINCE
2) Bankruptcies: 13% of U.9, Compunies have gone into 011:508-1:10428
bankruptcy or voluntarily closed. -
3) Employment: 14000 out of work in Pennsylvanla, ;
200U vut of work in Mafne. R
. 2t¢. icross the United States. -
4) bifeg. Costess skyrocketed, due to increased labor; s,
overhead, utjlity, ete, costs. *
5) Competition: Veiie MARULacturers dare not able to !
' compete with imported products.
t) Oales: Voo, mfd. proditcis -dnwn 23555 to 26%, '
Imported product dow: 4w to bHA, ‘

7) Profit Margins: tinimal or none on ''..:, wnde products,

¢ AR NI IR AR

* lamediately take .avantara of tne luw_lubor rates
ggr da*_ and the high ju.ality o warvmmusnip and €Xpertise
n Haiti.

L] At abgolutely o cont te yuda, a o woll uetap youe prodiet i:

daitioand follow=up o AHitiie ot Fou ~t the product rou
want, when you want them, .t thr { t a3t é“ the woreldt,
#¢ have gxperiecaced Jnoe W .nul3el i nT3 ot liable 1.0W,

**® follow thu route & uthecs itow 11 .ail: who nave ghlned a
competitive 2ur¢ over importin: fion ‘. Crient, jamely;

Cardinal, Utride cite, avpeiaity dotateily g choey and okt 3
*eer Halvd U ) houra nwy b0 i ol J_ays b dew, “
Lot me show you v v b i L Sledneys oo advl o e
economica and benelite 1o Ge @ el 4, 1 e (JDV) §§.ad400-,
. segmdevfully,
Ay ﬂ?
slwera dof terry, 1 resident
=B/ em \ A
e s s AINTERS AN (200 A ATAN A MENS e e RO
XL Y TIT(IY N MAALTAT " v, A dTE G A AN . M, § AT AN,
WA AL MRIATON SYSTEMS C e ATE By e b .t At AVADRIT ANALY S s TR e ‘\4)
[y

BEST AVAILABLE COPY
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o g I T TR N R T
"‘“t Froadiai Mmqmw ity for ‘expocts. td the’ United
oa'ans mmuaxwmwm- 1Stten. A big partof attal US. nvest
ﬂuh and economic growth for ment alms st paving the for future
"an ‘a..s “old Already, it is helping devolopmont InlerNouh lne an
deliver & quick benefit: An end to the Omaha, Nebr. gg
trade withthe US.  kshed an Apyued ec! Ion Ccnlor
ln ea“bmn Department reports  in Jamaica to gauge the polential for
thut the CBI, a strong dollur and a  clients’ ideas for Caribbeun projcts.
hculth,y us. e:mn gowl:i‘:}w"r; l.(,onu'ol l:;u waﬁu B ):Ia.r
Lower duties, Uncie 8am's s January to unched arch, will put toget!
hard sell have the program off U tonearly L 8billion thisyear, joint witd
t tart as firms ?35 t from the firsttwomonths  to market American know-how on
0a W bd g | More Impoctant, some coun-  small business, educution and training,
Invest In nearby countries. tries expected to benefit 8 lot from the  and small-scale agriculture.
CBl—Barbados, the Less lormnny.Mu.quw is teaching
In effect less than five months, the lic { showing export the ropes to compenies looking into
Reagan administration's Caribbean Bs-  guins of 100 percent or more. Caribbean output of products us
sin [nitiutive is beginning to show signy One reason for the CBI's auspicious Iy, e, purses and slippers.
of boomn( prlv-le investment and start is a hard by Washinglon. A plans
l&e ly poor region.  series of nt work-  can be translated into new plants will
llem- zen U.S. companies sre  shops s visited 10 Caribbesn and US.  ultimately depend on ¢ costs. The
moving into the Caribbean, and hun- cities in the past six months. It will unllbruk is already helping. Harowe
dreds of others are mulling over poten-  touch down Lo at least t more citics  Servo Controls, a Wost Choster, Pa.,
tial projects. At the same time, locul by the end of June. Federally maker of precision cloctric wtors, i

entrepreneurs are ex-

ing to take & crack at
the US. market, helplng
some countries double
their exports ta the US, in

the yenr.
11:%[!!‘5 firet hints of

success
of industries. MacGregor
Sporting Goods of East
Rutherford, N J., will em-
ploy 200 workers to make
bu etbully in Haitl. Other
projects may add
more jobs in the neat year.
Minneapolis’s Control
Data Corporation is set-
ting up s subsidiary to ex-
port technology und edu-

cationa! services. hn

On Grenuda, where lust
yoear US. ¢ ousted w
leftist regime, Californin

m-mumn

Ben Vernuzza hopes to employ 200
workers packaging nutmeg in a “Spice
IMund™ cooking kit for U.S. customers.
The White House is keeping track of 14
other firms with plans to invest 228
million dollars in various projects on
Crenada. Totsl jobe expected: |,620.

The new activity is not limited to
Americun companios. Carriimed, LAk, a
new British company in Barbudos, is
getting reudy to make medicul supplies
for caport to U S. hospitals.

Speclal treatment. The CIY, up-
proved by Congress In July, went into
effect on January | and now offers

trade concewsions, wid und tax bvcukl
for £0 nations. It3 centerpioce is » one-
wny free-trade 30ne that gives a wide

ange of uty-free en-
ltytulcunu.s for 12 years. American
goods still pay tariffs when sold in the
Caribbean region.

g at the chambers of com-
memu-(};mmmdNewOrleumure
trying to drum up trade und invest-
ment for the region. One success La
Preferida Products, 4 Chicugo coms-
ny, it now {mporting (resh fruit und
vegetublen !rom Costa Ricu end the

All d“m a renewed US, com-
mitment to the reglon’s cconaine de-
velopment. More than anything clse,
that's cutching the eye of US. finns.

"“The message that's getting dcrosy 1
that the Caribboun v going to be s
reasonuble place to do business,” sys
Chairman Frederic Brooks.
created & stic in the Canb-
beun. Twoday US.-government CBL
seminars earlier this yvar drew 780
comparnies In Sen José, Losta Rics, und
300 in Sen Pedro Sula, Honduras
Many of the dollar-dependent coun-
Iricy are setting up ageicices 10 push

S
Mhh‘
mmmwmmmu&.

wonvwarncowe  $8VIRG UP L0 §3,000 &

month on imports of parts
from St Christopber and
Nevis. MacCrexor will
save up to $150,U00 this
your onn its busn-bully ant
softbulls from [laiti

In all likchihood, the

est ssving will come
bor. The Commerce
Dcpntment uyl thst
labor cun be hired
fofsillol-ladny in most
Canbbeun countricy, well
below the $40 a day that
unskilled labor comnunds
inthe US.

The low wages croate
incentives for laboruten-
sive producthiun  U.S.
witions, which il op-
posed the CBE lear the
m:um will mean American workery

lose jobs.

{n response, CBI supporters argue
the Caribbean nations will ket U S, jobrs
that would have moved ollshore any-
way, probubly to Asta. MacCregor is
inoving its busketball pfoduclum from
“Taiwan to Haiti with no Joss of U.S. jobs.

Cunbbesn production, morcover,
can save US. jobs. Wast Poin B ppw
cli, Inc., of West Point, Ca, knt 4 key
customer to u Fur Fast rival, bat e
company is keeping its New Dramfols,
Tex,, plant open Ly using iy witput to
muke shirts in Costa Rica.

CBI's success will dopend on
gotting more investanent projocts. [ty
ultimate puyofl, however, is hkely to be
strutegic: Helping ulleviate the poverly
that can serve ay a breeding ground for
revolution in America’s back yard.

By RRCULAND AL
U.S.NEWS & WORLD REPOAT, May 21. 1084



Shee uppers, which acccuat for 80 to 90% of the éntire manufacturing

process, should not be entering the United States as raw materials or
components, virtually tariff free.

THIS IS A RAN MATERIAL#I!Y
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NONRUBBER FOOTWEAR INDUSTRY IN THE UNITED STATES
1984 FACY SHEET

HIGHLIGHTS

TR anls Y

The Domestic Nonrubber Footwear Industry:

is a 9 billfon dollar industry at retafl.

¢ employs about 133,000 people fn direct manufacturing and provides about
90,000 jobs fn supporting fndustries.

o accounts for aver 1.3 dbil1ion payrol) dollars (n direct manufacturing; and

o has approximately 300 manufacturers operating over 700 plants in 41 states.

Impact of lmports 1968-1983

o Imports have Increased 232 percent. They accounted for §4 percent of the
0.5, market n 1983,

¢ Net decline of plants totaled 402 between 1968 and 1983.

. E:ploynent plunged. Over 100,000 emplayees lost jobs in direct manufacturing

alone.

Imports of nonrubber footwear were 3.7 billion doltars of the record total

U.S. trade deficit 1n 1983, or 6 percent,

Production dropped by 301 million pairs 1n 1983 from 1968 levels. The current

level of production is only S) percent of 1968 levels.

Since 1981, production dropped 8.3 percent; import share of the U.S. market

rose to 63.6 from 51.0; and employment dropped to 132,700, the lowest level

in the history of the U.S. footwear industry. .

o In 1983 alone, imports increased 21.3 percent; import penetration reached

: 'Sd‘.l.s percent of the market, and fmports jumped to 170.5 percent of U.S. pro-
uction.

1. IHPACY OF 1WPORTS

- % Imports
’Wnut:c ' U.Si ¢ U.Si !} énp':rt: :l ’ c; u.is.
ear roduction mports xports .S, Marke roduction
on Pa'irsﬁ = - -
Ly i) ) H
3 ary .2 B E
1972 526.7 29€.7 2l 36.1 56.3
1974 453.0 266.4 4.0 37.2 58.8
1;76 . 422.5 370.0 5.0 47.0 87.6
g]j.i j73.5 0.9 7.8 -
9 98.9 4.6 9.3 5.9 .
1980 386. 365. 13. 49. 94.7
(R ; - T 5T, 5
fLS : . 5T
34l . 2 [ 3]
L Change:
1983/68 -46.9% +231.9% +212.5¢ +195.82 +524.5%
1983/81 -8.3¢ 54,91 -33.0% *24.7% +68.83
1983/82 -0.43 +21.32 -15.7¢ 2.8 +21.7%

1 Capynaghl 1984 by Foolwenr kdusinas af Amanci
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Jhae- Tuinl Cwalea v LAY UFFS

Betwezn Juns 1983 —JMav 148Y

.UonrHEhST Sms RTTSFIELO 0
Perescor Swe ¢ OwTwu 300
Mewnie Toorwear Mawureatueus BrRUNSWICK 128
Mire . Saco & Savfrn 30
Farmweay Shoz G. FARMLGTGA 130
G M. Bass Witrow 28
G.H. Basy Abormi Tay 250
G.M. Bass Kumroen 270
STRIDE RITE Lewistou) 100
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Farmington mill
closes, idling 130

FARMINGTON (AP) — About
130 people are without jobs as a
result of the closing of Farmington
Shoe Co. ..

Larry B. Lavoie would not say ex-
ﬁwy what led ul) Friday's clo:nyg or

many employees would be af-
fected. P .

“I’s ggmeknatum of tg: busi-
ness,” . Reopening “depends
on what the outside business brings
us. We're waiting for materials to

come in SO we can start cutting and

\Stitching again.

44t
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More Bass layoffs
coming in Wilton
More s at the G.H. Bass Co. of Wilton were con-

‘ firmed last k,affectiugasmanyaszeworkersm'

the sample department of the manufacturing compan:
ltwasnotlmownhowmanyofthezsmndbedxs

missed.
AocordmgtoBasspemddinctorEugeneKessl
er. eompanztalkedtoworkersm
umt and ndlatedwewillbe
eombin!ngthemples with the rest of

mufncmrln&:penﬁonslnwmon.”ltisthatmove

"W!nt’s to happen." added Keassler, “is that
dunngtheﬁgthmewedmwewmbegoivgﬁlthmugh

gol.
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Over 100 Laid Off
‘at Stride Rite

Stride-Kite shoe company has laid off
more than 100 workers at its plant on’
Hotel Road in Auburn, eliminating its

shift.

Richard Brown, of the Clothing, Shoe
and Textile Workers Union, said the
layoffs apparently reflect lowered first-
quarter earnings by Stride-Rite's~

Division, to which the Auburn’
plant belongs. -

Brown sald he did not know whether
the layoffs — “pretty much the only.
ones" in the local shoe industry thls]‘
year — will be permanent or fempo-
rary. He said the majority of the jobs at
the Auburn plant involve assembling
piéces that have been cut at plants
| overseas.

,' Company ofﬁcials could not be
reached for further comment Wednes-
day night or Thursday. .

In its first-quarter earnings report
-released last. month, Stride-Rite re-
ponedthatitsnetincomedmppedto« C
cents per share from 60 cents per share
during the same period in 1983.

However, company president Arnold
Hiatt said the company anticipates
higher net sales for the first half of 1984
than for the first half of 1963, when sec-~

&4 ond-quarter ﬂgtmgre _Wed.
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STATEMENT BY DONALD STEPHENS, PRESIDENT, LEATHER DIVI.
SION, BEATRICE FOODS, MILWAUKEE, Wi, REPRESENTING THE
TANNERS’ COUNCIL OF AMERICA, WASHINGTON, DC

Mr. StepHENS. Mr, Chairman, my name is Donald Stephens. I am
president of the leather division of Beatrice Co.’s, Inc.

My testimony today is offered on behalf of the American leather
tanning industry and does not necessarily reflect the views of our
parent company, Beatrice. The industry would like to register its
strong support for an effective period of import relief for the U.S.
nonrubber footwear industry. The ITC’s decision has devastating
ramifications for the U.S. tanning industry.

Despite critical economical advantages over its foreign counter-
parts, the U.S. tanning industry has been forced into a precarious
position by declining domestic markets and unfairly-distorted for-
eign markets. In no segment are these factors more important than
in the nonrubber footwear industry, which accounts for 60 percent
of the domestic leather production.

Absent meaningful import relief or the: termination of unfair
market intervention by foreign governments, the domestic tanning
industry will continue its decline, to share the fate of the nonrub-
ber footwear industry.

If purely commercial and economic factors were to- hold sway,
the U.S. tanning industry would be in a much better state of eco-
nomic health; but the combined effect of import erosion of domestic
leather-consuming industries, and artificial and unfair distortions
in raw material in leather markets, has negated these advantages
and resulted in a steady decline in the U.S. tanning industry.

The U.S. tanning industry enjoys several economic advantages.
which, when taken together, should result in a commercial advan-
tage over its foreign counterparts. First and foremost, there is an
abundance of raw material in the most significant category, cattle-
hides. Cattlehide leather is the most widely produced type of leath-
er in the United States, particularly for use in footwear production.

Second, the U.S. tanners enjoy a technical advantage over tan-
ners in other countries. ]

Third, the U.S. leather tanning industry is generally recanized
as being as cost-competitive and productive as any in the world.

These fundamental advantages should translate to a successful
and viable domestic industry. They have not, however, because of
the erosion of the U.S. footwear and other leather products indus-
tries by imports and unfair intervention in the rawhides and leath-
er markets by foreign governments.

Given this erosion of domestic markets and the competitive ad-
vantages enjoyed by the U.S. tanning industry, leather exports to
the burgeoning foreign leather products industries could have been
expected to increase substantially during this period. But export
sales did not replace the declining domestic demand for leather be-
cause of the interference of forelgn governments in the rawhide
and leather markets. Total employment dropped from 23,000 work-
ers in 1977 to 18,500 in 1983, and the number of production and
related workers fell from 19,600 workers to 15,500 workers over the
same period. The onslaught of footwear imports, particularly, has
caused serious injury to the domestic leather tanning industry.
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U.S. production and shipments of all cattlehide leather, which is
the predominate type of leather used in footwear voduction, has
declined considerably, by nearly 20 percent since 19" .

The erosion of domestic markets by surging imnorts has been
particularly acute in the nonrubber footwear sector, which is the
most significant consumer of U.S. leather production. The interven-
tion by such footwear exporting countries such as Brazil, Taiwan,
and Korea in the hide and/or leather markets has prevented U.S.
tanners from utilizing their competitive advantages and following
footwear production offshore.

Absent a period of import relief or a determination of unfair for-
eign government intervention in their hide and leather markets,
these dual pressures promise to continue unabated, and the tan-
ning industry will remain on its downward course.

This concludes, really, my prepared remarks, but I don't think
they come close to conveying the concern that I personally have for
the future of the tanning industry. I have been an American
tanner for 34 years, and I've watched the decline of my own indus-
try and the industries we serve with a very sick feeling:

The U.S. tanning industry is negatively boxed. Our first choice is
to continue to make leather for a healthy domestic shoe and leath-
er products industry. The ITC vote may have closed that option.

Our second choice is to be able to replace domestic demand with
foreign demand, and survive in that way. Despite our efficiency,
combinations of financial and administrative barriers make this
impossible.

Our third choice is to soon dwindle down to an industry so small
that it is no longer viable, one that would be unable to respond to
new circumstances or to any national emergency.

I am darned scared about our future. When even the agencies
created to protect a seriously injured industry turn their backs on
us, our only recourse is to accept it or to look to you. It is in the
long-range best interest of this country to have a viable shoe and
tanning industry.

Thank you very much.

Senator HeiNz. Thank you very much, Mr. Stephens.

[Mr. Stephen’s prepared testimony follows:]
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EXECUTIVE SUMMARY
The Tanners' Councll of America, Inc., which represents the U.S. leather
tanning industry, expresses outrage at the decislon of the U.S. International Trade
Commission that the U.S. nonrubber footwear industry is not being seriously injured by
imports.

®  The fate of the American tanning industry is directly linked to that of the
U.S. nonrubber footwear industry. Fully 60 percent of all leather consumed
fn the United States in 1983 was destined for nonrubber footwear
manufacturers.

¢ The U.S. tanning industry has shared the decline of the U.S. nonrubber
footwear industry. Cattlehide leather production fell by nearly 20 percent
from 1975 to 1983. Substantial production declines were registered in every
category of footwear leather.

i Total employment in the U.S. tanning industry dropped from 23,000 workers
in 1977 to 18,500 workers in 1983. Employment of production and related
workers fell from 19,600 workers in 1977 to 15,500 workers in 1983,

e These declines occurred despite critical economic advantages enjoyed by
U.S. tanners over foreign competitors.

®  The United States enjoys the largest commercially significant supply of
tanning rew material — cattlehides ~ in the world.

* U.S. tanners have an ample supply of tanning chemicals and advanced
tanning technology.

* U.S. tanners are as productive and efficient as any of thelr competitors
abroad.

* Surging imports have severely eroded domestic leather products industries in
addition to the footweas industry. Total U.S. imports of leather products
increased in value by 228 percent from 1975 to 1983, and was led by
footwear imyorts.

¢ Unfair foreign government intervention in their hide and leather markets has
prevented U.S. tanners from replacing domestic with foreign markets. This
unfair and artificial distortion of foreign markets has prevented U.S. tanners
from utilizing their natural ~ompetitive advantages.
For these reasons, the U.S. tanning industry urges Congress to take prompt action to

afford effective and meaningful relief to the U.S. nonrubber footwear Industry.
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Before the
Senate Committee on Finance
Subcommittee on International Trade

Testimony on Behalf of the
Tanners' Council of America, Inc.

Mr. Chairman and Members of the Subcommitte on International Trade:

My name is Donald Stephens. 1 am President of the Leather Division of
Beatrice Foods Company. My testimony today Is offered on behalf of the American
leather tanning industry to register its strong support for an effective period of import
relief for the U.S. nonrubber footwear industry,

Despite 70 percent import penetration and severely declining production and
employment, the U.S. International Trade Commission found on June 6, 1984 that the
domestic nonrubber footwear industry is not suffering serious injury because of imports.
American tanners are outraged at this decision.

The ITC's decision has devastating ramifications for the U.S. tanning
industry. Despite critical economic advantages over its foreign counterparts, the U.S.
tanning industry has been forced into a precarious position by declining domestic markets
and unfairly distorted foreign markets. In no segment are these factors more important
than in the nonrubber footwear industry, which accounts for 60 percent of domestic
leather production. Absent meaningful and effective import relief, or the termination of
unfair market intervention by foreign governments, the domestic tanning industry will
continue its decline to share the fate of the nonrubber footwear industry,
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L INTEREST OF TCA
TCA is a trade assoclation incorporated in the District of Columbia

comprised of members of the US. leather tanning, supplier and foreign tanning
industries. Formed in 1917 to facilitate industry mobilization and production during
World War I, TCA Is one of the oldest trade associations in the United States. It
currently has more than 100 tanner members, and represents the vast majority of leather
tanners and finishers in the United States. TCA members are located in 34 states, with
the largest concentrations in the New England states, New York, New Jersey,
Pennsylvania, Tennessee, Wisconsin and California.

TCA's interest in import relief for the domestic nonrubber footwear industry
is clear and direct. The future of the U.S. tanning industry is inextricadbly linked with
that of the U.8. nonrubber footwear industry. According to the U.S. Industrial Outlook,
sales to the nonrubber footwear industry alone accounted for 60 percent of U.S. leather
production in 1983, Leather produced by TCA members s used in nearly every aspect of
shoe manufacturing: leather uppers, leather insoles, leather lining and leather soles.
TCA and its members thus have a direct economic stake in the continuing viability of the

U.S. nonrubber footwear industry.

I. “CURRENT STATE OF THE U.S. TANNING INDUSTRY

It purely commercial and economic factors were to hold sway, the US.
tanning industey would be in & much better state of economic health. But the combined
effect of import erosion of domestic leather consuming industries and artificial and
unfair distortions In foreign raw material and leather markets has negated these
advantages and resulted in a steady decline in the U.S. tanning industry. In no segment
have these trends been more evident or more important than in the nonrubber footwear

fndustry.
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The U.S. tanning industry enjoys several economic advantages which, when
taken together, shouwld result in commercial advantages over its foreign counterparts,
First and foremost, there is an abundance of raw material in the most significant
category: cattlehides. Cattlehide leather is the most widely produced type of leather in
the United States, pa-rtleularly for use in footwear production. As shown in Tabdle 1, the
United States enfoys the most commercially anlﬂeant cattle population in the world at
115 million head. Even Brazil and Argentina — major leather and leather products
exporting countries — register 1983 cattle populations of only 93.0 and 58.0 million head,
respectively. Other major exporters of nonrubber footwear particularly and leather
products generally, such as Korea (1.8 million head) and Taiwan (127,000 head), have
insignificant cattle populations,

In addition to this ruw material advantage, U-.S. tanners enfoy a technical
ndvanta\ge over tanners fn other countries. Tanning chemicals are supplied by the highly
developed U.S. chemical industry. Further, TCA and its Foundation fund the Department
of Basic Science in Tanning Research and {ts laboratory at the University of Cincinnati.
The laboratory has contributed greatly to the advancement of le\;ther tanning
technology, as well ss of the control of the ecological effects of tanning, and shares its
findings with the Industry.

Finally, the U.S. leather tanning industry is generally recognized as being as
cost competitive and productive as any in the world It is as automated as any of its
counterpar& fn ot};er countries. This advantege results in higher productivity and,
conversely, greater sensitivity to price and volume declines than foreign tanning
industries.

These fundamental advantages should translate to a successful and viuble

domestic industry. They have not, however, because of the erosion of U.S. footwear and
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other leather products industries by imports and unfair intervention in the raw hides and
leather markets by foreign governments.

As shown In Table 2, US. imports of leather products have increased
dramatically in value by 228 percent since 1975, These surges occurred in every
category of leather products; indee:), the value of imports has more than doubled in every
category except leather wearing apparel. U.S. imports of all leather products grew in
value from $1.6 dillion in 1975 to $5.2 billion In 1983, The most significant category,
both in terms of the size of the increase (223 percent) and the portion of total imports
represented, was nonrubber footwear. In 1883, for example, nonrubber footwear imports
accounted for $3.7 billion of a total $5.2 billion in leather products imports.

Surging imports have caused declining production in all segments of the
leather products sector. The devastating effect of imports on the nonrubber footwear
Industry has been documented fully. The same bleak picture also holds true for other
segments of the leather products sector. In 1983, import penetration by value stood at
59 percent for leather wearing apparel, 46 percent for handbags, and 39 percent for
luggage. According to the U.S. Industrial Outlook, domestic production in all segments
of the leather products sector can be expected to decline even further.

Glven this erosion of domestic markets and the competitive advantages
enjoyed by the U.S. tanning industry, leather exports to the burgeoning foreign leather
products Industries could have been expected to increase substantially during this
period. Leather exports, in fact, have increased by 78 percent since 1875, as shown in
Table 3. But export sales did not replace declining domestic demand for leather because
of the interference of foreign governments in the raw hide and leather markets.

In the raw hide markets, countries with substantial hide supplies have
effectively closed their borders to hide exports. Brazil and Argentina, for example, have
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forbidden or seriously impeded the export of cattlehides through embargoes and export
tariffs for more than a decade. \

These artificial reductions in available world raw material supplies have had
two injurious effects on the U.S. tanning industry. First, these governments have
insulated their respective markets from world demand. By limiting demand pressure on
their hide pools, they have reduced raw material prices to their local tanning and thus
leather products industries. Leather and leather products are then exported to the
United States and third country markets causing further erosion in the domestic and
foreign markets of U.S. tanners. The remarkable increase in U.S, imports of footwear
and other leather products has already been discussed. Table 3 shows that even U.S.
imports of leather have grown substantially since 1975.

Second, the reduction in the available supply of catilehides by Brazil and
Argentina has caused world demand to focus on the United States. TCA estimates that
the United States accounts for approximately 75 percent of world trade in cattlehides.
As shown in Table 4, roughly 55 to 60 percent of total domestic cattlehide supply has
been exported annually since 1975. Major destinations of these exports included the
sources of a majority of U.S. nonrubber footwear imports in 1983:1 Korea, Taiwan and
Italy. See Table §. ’

This demand pressure has increased the price of cattlehides in the United
States, and thereby decreased the competitiveness of tie U.S. tanning industry. These
price effects became particularly acute in 1979, when the estimated total slaughter
reached its lowest level during the period, 69 percent of the total slaughter was
exported, and cattlehide prices rose to an historic peak. Further, massive exports of U.S,
cattlehides have allowed countries without commercially significant indigenous hide
supplies, like Taiwan and Korea, to increase local value added and create enormous

footwear and leather products Industries.
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With respect to leather markets, barriers to trade have prevented and/or
serlously hindered the growth of U.S. leather exports. Talwan assesses duties and taxes
amounting to approximately 50 percent of CIF value on leather l_mpom. Korea levies a
tariff of 30 to 40 percent ad valorem on finished leather imports. Japan has established
a quota on leather imports, and levies duties of 20 percent ad valorem. FEren the

European Community, Spain and Canada maintain tariff schedules on leather that are
higher than duties assessed on leather imports into the United States.

Under the t;dn bludgeons of eroding domestic markets and artificial
Interference with foreign raw material and leather markets, the U.S. tanning industry has
declined substantially over the last decade. The value of domestic shipments, though
increasing in nominal terms, declined in 1972 constant dollars from $912.2 million in 1977
to $732.0 million in 1982: before rebounding slightly to $769.0 million in 1983.
Producticn, shipments and employment also have fallen. As shown in Table 6, total
production fell by 15 percent since 1975, from a peak of 28.5 million equivalent hides in
1976 to just over 18.6 million equivalent hides in 1683. Shipments declined by 17 percent
since 1975 from a peak of 23.3 million equivalent hides in 1976 to 18.4 million equivalent
hides in 1983. Total employment dropped from 23,000 workers in 1977 to 18,500 workers
in 1983, and the number of production and related workers fell from 19,800 workers to
15,500 workers over the same \perlod Given the ever-increasing influx of leather
products imports and the effective closure of export markets, these seriously declining
trends can only be expected to continue.

El. SURGING POOTWEAR IMPORTS HAVE HAD AN INJURIOUS EFFECT ON THE
U3 TANNING INDOSTRY

The onslaught of footwear imports particularly has caused serious injury to
the domestic leather tanning industry. As noted above, fully 60 percent of all finished
leather consumed in the United States in 1983 was consumed by the nonrubber footwear
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industry. Even if other leather products industries enjoyed rising production and
shipments, the destiny of the domestic tanning industry would remsain directly and
unmistakably linked to that of the U.S. nonrubber footwear industry.

As shown [n Table 7, U.S. production and shipments of all cattlehide leather
(which is the predominant type of leather used in footwear production) have declined
considerably by nearly 20 percent since 1975, From a peak of 20.2 million equivalent
hides in 1976, production declined in every year until 1981. Cattlehide leather
production fell again in 1982, but then rebounded slightly in 1983. Shipments followed an
identical trend. In 1983, both production and shipments were nearly five million
equivalent hides below levels attalined in 1976.

Within footwear leather categorlies, moreover, production and shipments
have generally declined sharply since 1975:

hd Production and shipments of shoe upper leather increased slightly from 1975
to 1976, and then fell steadily to nadirs in 1979. Although production and
shipments in this category grew in 1980 and 1981, both measures fell again in
1982 and 1983. Production and shipments in 1983 stood more than six million
sides, or approximately 20 percent, below levels attained in the peak year of
1976. See Table 8. -

¢ Production and shipments of dress shoe upper leather followed an identical
trend. In 1982, both measures were more than four million sides, or roughly
IS percent, less than levels in 1976, See Table 9.

* Production and shipments of work shoe upper leather fell steadily from 1975
to 1983 with the sole exceptions of production in 1981 and 1983, which
essentially remained stagnant from the prior year levels. In 1983, production
and shipments were approximately 1.3 and 1.4 million sides, or 34 and 37
percent, respectively, less than in 1975. See Table 10.

®  Production and shipments of lining leather fell precipitously during the

- period. From the peak year of 1976, production and shipments in this
category dropped from 1.3 million sides to less than 500,000 sides in 1983.

See Table 11.
. Although separate statisties on sole leather production and shipments are not

maintained, the U.S. Industrial Outlook reports that sole leather consumption
fell by 10 percent in value from 1982 to 1983.
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Within the critical footwear leather category, as well as overall, the
domestic tanning industry has declined substantially since 1975. The erosion of domestic
markets by surging imports has been particularly acute in the noncubber footwear sector,
which is the most significant consumer of U.S. leather production. The intervention by
such footwear exporting countries as Brazil, Taiwan and Korea in the hide and/or leather
markets has prevented U.S. tanners from utilizing their competitive advantages and
following footwear production offshore. Absent a period of import relief, or the
termination of unfair foreign government intervention in their hide and leather markets,
these dual pressures promise to continue unabated, and the domestic tanning industry will

remaln on its downward course.

IV. CONCLUSION

TCA urges Congress to enact a meaningful and effective period of import
relief for the U.S. nonrubber footwear industry. The ITC's unbelievable decision that the
industry is not belng seriously injured by imports has a devastating impact not only on
domestic nonrubber footwear manufacturers and their workers. It has an equally
injurious impact on American tanners. We join our customers in the US. nonrubber
footwear industry In urging that Congress take prompt and effective action to insure the
survival of this sector of the economy.

Thank you.

June 22, 1984
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Table 1
CATTLE POPULATION OF
SELECTED COUNTRIES AND REGIONS,
1980-1983
(1,000 head)

Country s s losz loss V/
United States 111,192 114,321 115,604 115,199
USS.R. 115,100 115,087 115,919 117,186
Argentina 58,938 58,807 57,948 58,000
Brazil 91,000 93,000 93,000 93,000
Mexico 33,000 34,000 34,700 33,873
Western Europe %/ 93,229 92,551 91,795 92,869
Eastern Europe 3/ 38,336 37,735 37,838 37,131
India 241,000 245,550 246,610 247,650
Taiwan , 143 134 134 127
Japan 4,248 4,385 4,485 4,590
Korea 1,762 1,604 1,506 1,754
Phillipines 4,753 4,704 4,760 4,864

1/ Preliminary figures.

2/ Includes Belgfum. Luxembourg, Denmark, France, West Germany, Greece, Ireland,
Ttaly, Netherlands, United Kingdom (European Community Members), Austria, Finland,
Portugal, Spain, Sweden and Switzerland.

3/ Includes Bulgaria, Czechoslovakia, East Germany, Hungary, Poland, Romania and
Yugoslavia.

Source: Tenners' Council of America; based on U.S. Dep't of Agriculture, Foreign
Agricultural Service, data.



01 - S8 - O L91-T¥

Year

1975
1976
1977
1978
1979
1980
1981
1982
1983

Percent

Change

Nonrubber
Footwear

1,132,228
1,448,561
1,599,170
2,057,351
2,429,284
2,298,308
2,480,984
3,077,408
3,661,935

+223%

Table 2

U.S. IMPORTS OF LEATHER PRODUCTS,

BY VALUE, 1975-1983

($1,000)

Total Leather

Baschell  Wesring Handbegs  Luggege &
Glovesl/  Gloves m&m_/mtm_/wm

36,554
46,626
67,693
89,360
120,127
102,709
92,103
90,853
98,954

+171%

1/ Includes leather and combination,

15,966
29,415
37,879
38,794
39,628
50,270
49,448
43,418
36,060

+126%

2/ Includes leather, vinyl and other materials.
3/ Includes leather and other materials.
4/ TSUS category change March 1, 1977. Comparison with prior year data incorrect.

154,263
236,587
204,135
318,269 4/
257,955 4/
170,907 4/
207,067 4/
251,969 4/
271,581

+76%

124,776
185,000
207,247
310,382
299,806
350,562
406,230
409,624
449,908

+261%

89,486
106,754
190,283
266,184
295,557
321,789
384,675
439,096
523,297

+485%

Source: Tanners' Council of America; based on U.S. Department of Commerce data.

41323
64,045
81,032
112,763
121,432
142,810
164,561
163,955
192,259

+360%

1,595,096
2,170,988
2,387,004
3,193,103
3,563,789
3,437,355
3,785,068
4,476,323
5,233,904

+228%

[84¢
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Table 3
U.S. IMPORTS AND EXPORTS OF
LEATHER, BY VALUB,
1975-1983

($1,000)
Xear Imports Exporis
1975 87,953 M41L,NS
1976 . 180,502 139,265
1977 155,934 149,787
1878 . 222,008 194,160
1978 284,348 . 250,420
1880 217,316 ~271,944
1981 354,035 275,332
1882 318,049 210,000
1983 268,405 252,469
Percent Change +239% +78%

Source: Tanners' Councll of America; based on U.S. Department of Commerce data.
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Table 4
U.8. EXPORTS OF CATTLEHIDES:
TOTAL SLAUGHTER, TOTAL EXPORTS
AND PERCENT BXPORTED,
1975-1983 1/
{1,000 units)
-'ro{.:lu s'l.:g‘.t?tet é& Pccmglt’gmer

1975 41,800 . 21,269 50.9%
1976 43,582 25,270 58.0%
1977 42,710 24,489 57.3%
1978 40,404 24,791 61.4%
1979 34,400 23,741 < 69.0%
1980 34,520 19,512 56.5%
1981 35,640 19,703 55.3%
1982 36,600 23,175 63.3%
1983 317,400 21,861 58.5%
Percent Change -11% +3%

1/ Does not include U.S. imports of cattlehides and re-exports, which are relatively
Tnsignlllcant. In 1983, cattlehide imports amounted to 664,000 hides; re-exports equalled
8,000 hides. .

Source: Tanners' Council of America; based In part on U.S. Department of Commerce
data.



Your
19
1976
1
17
1919
1980
il
1902
e

Percent
Change

Sowrce Tanners Counc of America; based on US. Dep't of Commerce & US. Dept of

Conds
05

1,087

(1]
1,00
1,344
1,048
1,02
1,041
1,235

+53%

3,342
1,100
1,087
1,9
PN 1)
1,9
2,483
1,00
1,298

=43%

Agricuiture deta.

Teble §

U8, BXPORTS OF CATTLEHIDES,

BY SBL UNTRY, )
1,000 pleces)

Baly Bomwis  Yelwe

45 1,326 %0
1,861 1,881 L1}
1,048 1,412 (11}
[K1T] 1,42 1,018
EXT 1L, [}

c;o 1,048 1,208

4 [17) 1,38
1,398 [11] 1,740

" 1,918 2,433

[y % +225%

144

dspen
7,108
9,356
8,428
(Al
1,39
1,478
1,812
6,489
413

3,203
3170,
3
3,120
50
2,653
3,519
4,812
4,435

+110%

(%]
$,049
6,264
499
5,628
33
3,437
5137
3,108

~41%
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Table 6

U.S8. TOTAL LEATHER PRODUCTION
- AND SHIPMENTS, 1975-1983 1/

(1,000 equivalent hides)

Year Production Shipments
1975 21,894 22,320
1976 23,526 23,332
1977 21,528 21,669
1978 20,599 20,089
1979 18,170 18,051
1980 17,600 17,636 '
1981 19,184 18,958
1982 18,229 18,035
1983 18,610 18,470

Percent

Change ~15% -17%

1/ Includes cattle, calf, kip, goat, sheep, lamb, cabrettas, pig, horse and kangaroo
eathers converted to hide basis. Non-cattle leather production estimated from
historical trends on cattlehide equivalent basis.

Source: Tanners' Council of America.
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Table 7

US. PRODUCTION AND
SHIPMENTS OF ALL CATTLEHIDE
LEATHER, 1975-1983

(1,000 equivalent hides)

Year Production Shipments
1975 - 18,830 19,197
1976 20,231 20,085
1977 18,512 18,637
1978 17,371 17,278
1879 15,041 14,932
1980 14,790 . 14,818
1981 15,520 15,461
1982 15,028 15,053
1983 15,430 15,437
Percent'

Change . -18% -20%

Source: Tanners' Council of America.
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Teble 8

U.S. PRODUCTION AND SHIPMENTS
OF SHOE UPPER LEATHER, 1975-1983

(1,000 sides)

Yoar Production Shipments
1978 26,081 26,417
1976 . 21,517 27,148
1977 24,358 © 24,881
1978 23,048 22,865
1979 19,647 19,525
1980 Y o21,039 21,138
1981 21,760 21,610
1982 20,921 21,003
1983 20,865 20,867

Percent

Change -20% -21%

Sourcet Tanners' Council of America.
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Table 9

U.8. PRODUCTION AND SHIPMENTS
OF DRESS SHOE UPPER LEATHER, 1975-1983

(1,000 sides)

Year Production Shipments
1075 21,149 21,381
1876 22,614 22,311
1977 } 20,273 20,508
1978 19,174 19,119
1979 16,111 16,113
1980 17,616 17,808
1981 18,438 18,417
1982 17,956 18,117
1983 17,884 18,027

Percent .
Change -15% -16%

Source: Tanners' Council of America.
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Table 10

U.8. PRODUCTION AND SHIPMENTS
OF WORK SHOR UPPER LEATHER, 1975-1983

(1,000 sides)
Year Production Shipments
X 1978 3,826 3,926
1876 3,566 3,498
1877 3,022 3,078
1878 3,043 2,928
1979 ‘ 2,785 2,751
1980 2,693 2,693
1981 2,700 2,671
1982 2,503 2,526
1983 2,521 2,480
Percent
Change -34% -371%

Sourcer Tanners' Council of America.



Year
1975
1976
1977
1978
1979
1980
1981
1982
1983

Percent
Cheange
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Table 11
U.S. PRODUCTION AND SHIPMENTS
OF LINING LEATHER, 1975-1983 1/
(1,000 sides)

Production
1,106
1,337
1,063

829
751
730
622
462
460

~-58%

1/ Estimated from historical data and trends.

Source: Tanners' Council of America.

Shipments
1,110

1,937
1,085
818
861
632
522
360
360

-68%
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Senator HEINz. I have a number of questions I want to submit to
all of you for the record. Before I go any further, though, I need to
ask unanimous consent that Senator Helms’ statement be placed in
the record as an opening statement. He had planned to testify but
was unable to do so, so I do ask consent to do so without objection,
that his statement will appear as an opening statement.

[Senator Helms' prepared statement follows:)
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STATEMENT OF SENATOR .JESSC HELMS BEFORE
THE SENATE SUBCOMMITTEE ON INTERNATIONAL TRADE

June 22, 1984

Mr. Chairman, the domestic {ootwear industry today
finds itsclf in an unfortunate "catch 22" situation.
Faced with an unprecedented surge ot imported footwcar,
U. S. manufacturers are finding it more difficult, if
not impossible, to so*l their goods abroad because of
import restrictions in foreign countries.

The footwear industry is a classic illustration of
a U. S: business on the downslide--through no fault of
its own--because of unfair competition from abroad.
since 1968, when the United States reduced tariffs on
nonrubber fovotwear produced in other countries, imports
have increased by well over 200 percent.

Fiftcen vears ago, Mr. chairman, imports accounted
for about !l percent of the U. S. market. When the
Orderly Marketing Agreements with Korea and Taiwan cnded
in 1981, import penctration had risen to 51 percent.
Preliminary reports for 1984 indicate imports have now
captured roughly 75 percent of the U. S. market. .

This situation has all but devastated the American
shoe industry. Sixteen factories have closed and 2,000
jobs in direct manufacturing have been lost this year
alone.

Mr. Chairman, North Carolina is the 13th largest
footwcar producing state in the Nation, and while it is
one of the [ew states evidencing any growth in footwear

whatsoever, the national trend is not encouraging.
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There are roughly 3,350 footwear jobs on the line
in North Carolina. Of the 13 shoe factdories in the
state, most arc located in rural arcas. Footwear manu-
facturing is a significant cmployer in 12 counties, and
is the largest employer in Madison County. 1In five
other counties, footwear is the second largest emplover.

Mr. Chairman, despite the strangling cflect imports
have had on the capital available for investment, the
domestic industry has made cvery effort to compete. [t
has made an extensive commitment to research, development,
and modernization.

During the period from 1977 to 1980, research and
development expenditures rose steadily from $5.4 million
to $7 million, according to information furnished by the
International Trade Commission. Capital expenditures also
rose from $80.1 million in 1980 to $115.6 million in 1YSL.

Despite great strides toward innovation and higher
clficiency, the going is increasingly rough for ouvr shoc
manufacturers, This is duc in large part to global trade
conditions.

Mr. Chairman, the United States is the only major
country which allows virtually unlimited footwear tradc.
Many of our trading partners have tough restrictions on
imported footwear, ranging from high tarifrs to quotas and
licensing arrangements. The two largest exporters ol
footwear--Taiwan and South Korea--place a 50 to 60 percent
tariff on imports from the United States and other countries.

Mr. Chairman, even the most articulate advocate of
free and unrestricted trade could not persuade me that
the<e conditions arc anything but unfair. Yet to date, the
government has turned its back on pleas for relief (rom

the relustry.
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Earlier this month, as we all know, the ITC denied
a petition for relicf under Section 201 of the Trade Act
of 1974. In a nutshell, the pancl simply refused to
recognize the damage imported footwear its doing to domes-
tic manufacturers.

Having exhausted all other remedies, ‘the industry is
now looking to us in Congress to cxercise justice and fair-
play. The legislation before this subcommittee today is,
in my judgment, a sensible response to the nceds of men and
women associated with the footwear industry.

Simply put, it restricts imports of nonrubber shoes
into the United States to $00 million pairs annually. The
Secretary of Commerce would be directed to allocate this
amount amony countries which-desire to scll therir products
on the U. S. market.

The legislation would permit domestic shoc manufacturer
to retain slightly less than onc-half of the U. S. market.

Mr. Chairman, I urgce this distinguished panel--and
indeed, the full Senate--to move expeditiously to approve
this legislation. 1 commend my friend and colleaguce trom
Maine, Scnator Cohen, for his leadership in this matter.

[ look forward to working with him and others in securing

passage of this bill.

S
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Senator Heinz. I do have one question for George Langstaff.

There seems to be a number of problems that many of you
touched on with the data presented in the ITC staff report. I would
assume that the questionnaire that the staff utilized in preparing
the report and which was sent out to you by them was drafted with
the industry’s ability to answer it properly in mind.

Did the industry have any input into that questionnaire?

Mr. LANGsTAFF. Mr. Chairman, the industry was concerned
about ‘the upcoming questionnaire and the upcoming investigation.
In the middle of last year, in about July, we created an industry
task force for the purpose of looking at previous ITC question-
naires, evaluating what had been wrong from the standpoint of in-
dustry response, and developing some recommendations for the
ITC. We included in that task force members of industry companies
who had particular expertise in this area, we included a public ac-
counting firm, economists, and legal counsel.

We developed a questionnaire which we felt was simple, that the
industry would understand, that would elicit the necessary infor-
mation. This was a 10-page questionnaire which we shared with
the ITC staff in early January, prior to the filing of our petition.
We had an extensive meeting wit them, but I have to say in all
honesty that there was not that much acceptance of the concepts
that we presented.

Senator HEINZ. In terms of the questionnaire that they actually
utilized, did you have problems with some of the questions?

Mr. LANGSTAFF. Yes, sir, we do. And I would like, if I may, to
submit to you—1I realize time is short today, and it gets to be kind
of involved—an outline of some of our major concerns in these
areas and what we had suggested as a means of remedying those.

Senator HEinz. And you did communicate those problems to the
ITC staff?

Mr. LANGSTAFF. Yes, we did.

Senator HeiNz. But in sum, what you are saying is that they
didn’t appear to pay that much attention to your problem?

Mr. LANGSTAFF. Minor adjustments, but you can just look at the
difference in the size of the questionnaire and the convolution of
the questionnaire—40 pages of very difficult material-compared to
10 of simple, direct.

Senator HeiNz. You probably had to be profitable to afford the
time to fill it out.

Mr. LANGSTAFF. I'm afraid that’s right. [Laughter.]

Senator HEiNz. Senator Mitchell?

Senator MitcHeLL. Thank you very much, Senator Heinz. I have
a number of questions for Mr. Langstaff and Ms. Howard. In the
interests of time I will submit them to you in writing and ask that
you respond to them in writing as promptly as possible.

Senator MITCHELL. I want to thank you all for testifying, espe-
cially Ms. Walker and Ms. Hebert who made a real effort to come
here. I think all too frequently the testimony and decisions on eco-
nomic matters involves statistics and numbers, and we are unable
to feel the human dimensions of the decisions that are made. And I
think it is particularly significant that these two shoeworkers have
come here to enable us to feel how this has affected them.
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I would like to ask you both to comment, just briefly—and you
touched on it somewhat in your statement—on the effect this is
having among persons- who you know in the shoe industry, people
like yourselves who were formerly employed in the shoe industr
and are no longer employed, persons who are employed. You obvi-
ously know them as friends and neighbors. What is the general
effect on the families, the individuals, and the communities?

Ms. HeBeRT. There is a very depressing, demoralizin% effect when

ou first find out that your factory's closing. We live in rural
K‘laine. We love our State and we love where we are living, but
there are no other employment opportunities in this area. We have
always taken pride in the craftsmanship of our work, and now we
are told we are no longer necessary. We are becoming an endan-
gered species.

And don’t let anybody kid you—shoe crafting is a very real
trade, and it takes a long time to be able to become expert at it.
OK, you can send the shoe industry overseas, but the quality
doesn’t come back; it takes time to develop that quality.

But the people-—theg want to know why the;’r are no longer nec-
essary, why is our industry being given away? They don’t under-
stand. And a lot of the people who are left in this industry—right
now, two-thirds are women. They have no alternative. Their educa-
tion is maybe lower than the national average. I think in the shoe
industry a 10-grade education is about the average.

Do they have to move? They are coming under assistance; they
have to go to the State level. They go to other towns to spend their
food stamps because they are ashamed; they have always been
- hardworkers, high productivity. Nobody can ever take away from
Maine the reputation that Maine people have of being hard, pro-
ductive workers. If you leave the State of Maine and ask for a job
anywhere else, and you are guaranteed to have one within a day,
and we're proud of that fact. .

Senator HEINz. I would like to interrupt. I have no doubt that
the shoeworkers in Maine are hardworkers, but I think that you
should know that Senator Cohen and Senator Mitchell are equally
hardworkers. [Laughter.]

Ms. HEBERT. Oh, I know that. I think they are pretty wonderful.

Senator MitcHELL. Ms. Walker?

Ms. ‘'WALKER. I think another effect is that we see “For Sale”
signs up on houses all over the place, particularly in the Franklin
County area that we mentioned. And there are 1,400 other people
who are waiting for the axe to fall, so to speak. And they don’t
know when they go into work in the morning whether they will
have a job when they leave in the afternoon, because the situation
is so desperate there. )

Every day our organization- grows, with people who are really
concerned about this, and they are such hardworkers. In 2 days
they earn $200, after workinf 40 hours. ‘

s. HEBerT. These people are warm, wonderful people, and
they're scared. They are scared.

Senator MiTcHELL. I was interested in the shoes that you held
up. One of the arguments made by the importers—and we are
going to hear it very shortly—is that, of course, this gives Ameri-
can-consumers a wider opportunity, a better range, “more shoes at
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better prices” is the argument. You are holding in your hands
shoes. Are those ienerally similar shoes?

Ms. HeBert. These are boat shoes, and they are the top of the
line for .both Timberland and for Sabago. There was a article done
in the Maine Times, and these were the first two shoes on the list.
One, the Timberland, used to be an entirely American-made prod-
uct. But now the upper part of the shoe is produced offshore.

These were both purchased at a first-class store; these were not
fror? outlets, and they are not supposed to be seconds but first
quality.

I will leave the shoes here for you to take a look at if you want
to compare the quality.

This is entirely B;'oduced in America—$48 in Laimy Wellihan
Shoe Store in the Maine Mall on the 18th. We have the receipts
right with the shoes; and this was purchased at the Maine Mall but
in Open Country. And I will leave it to you to judge the quality.

Senator MiTcHELL. And the imported shoe was more expensive
than the American-made shoe?

Ms. Hebert: Eleven-ninety-five.

Senator MitcHELL. Difference?

Ms. HeBirrT. Difference.

Senator MitcHELL. Well, thank fyou both very much for coming
down here today, and thank all of you ladies and gentlemen who
were witnesses.

Ms. HeserT. Thank you.

Senator MitcHELL. Now, we understand that there are some
members of the ITC staff present who are prepared to respond to
questions by members of the committee, so I would ask that they
now come forward to the witness stand. .

We thank you ver[w)'emuch for coming here, and perhaps the best
way to begin would be to ask each of you to identify yourselves by
name and position

Mr. GErHARDPT. My name is William Gerhardt, and I am assist-
ant general counsel for the Commission. One of the areas that I
oversee is the section 201 area.

Mr. Frye. I am Bill Frye, and I am the director of the Office of
Investigation.

Ms. Bisvor. My name is Miriam Bishop. I was the investigator
assigned to footwear investigation.

Ms. LiBeau. My name is Vera Libeau. I was the supervisory in-
vestigator on the footwear investigation.

S.enr?tor MitcHELL. I'm sorry, would you give us your last name
again?

Ms. LiBeau. Libeau—L-i-b-e-a-u.

Senator MitcHELL. Thank you very much, Mr. Gerhardt, Mr.
Frg:, Ms. Bishop, and Ms. Libeau.

nator HEINz. Thank you, Senator Mitchell. I am going to have
to turn the hearing over to you in about 2 minutes, and I am going
to submit for the ITC staff some factual questions. Clearly we know
that you are not in a position to respond to any questions regard-
ing how we should shape legislation. The questions I intend to
submit to you are basically factual, so that we can understand
better the information-gathering process that you go through.
There has been significant testimony that the information you use

41-167 0 = 85 - 11
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which is in essence fairly highly-privileged, which is unique, is a
very major critical determinant, indeed, in the wady the Commis-
sion and the staff with the assistant staff come to a decision.

Let me ask you just a couple of quick questions:

As I understand it, the staff report indicates that the total
hourly compensation of the footwear increased from $4.79 per hour
to $6.27 per hour between 1979 and 1983, or 31 percent. Commis-
sioner Rohr in his statement said wages increased ““35 percent over
the ‘period of the investigation.” Do any of you know what he was
looking at to come up with that higher figure?

Ms. Bisnop. No; I'm sorry, I don’t know.

Senator HeiNnz. Nobody knows the answer to that question.

The second question: The actual dollar amount of the increase
was $1.48 per hour. That doesn’t really seem like a lot to me. What
was the Cgf. the Consumer Price Index, increase this period—1979
through 1983?

Ms. BisHor. I'm not sure that we have the exact numbers in
front of us. The numbers we have in front of us would be Producer
Price Indexes.

Senator Heinz. Would be the what?

Ms. BisHor. Producer Price Indexes.

Senator Heinz. Well, let me ask you a question. Why would you,
in looking at wages, look at the Producer Price Index as opposed to
the Consumer Price Index? B

Ms. Bisuor. We did not associate the wage figure with the Pro-
ducer Price Index. : :

Senator HEINz. Very well.

I think if we were to consult the Bureau of Labor Statistics sta-
tistics, it would be a 37-percent increase in the CPI during that
?eriod. What do Government figures show were the increase in
ootwear wages during that period?

Ms. BisHopr. Our figures showed a 31-percent increase in wages in
that period.

Senator HEINz. There was a discrepancy between your figures
and mine. According to the Bureau of Labor Statistics there was a
29-percent increase—a 2-percent difference. How much did the
minimum wage increase during the period January 1, 1979,
through January 1, 1981?

Ms. BisHor. I don’t have that information.

Senator HEINz. It increased from $2.90 to $3.35, a total of 45
cents. Do you know if the Commission was aware—I gather from
your statement, since you didn’t know what the minimum wage
was, this may be difficult for you to answer. Was the Commission
aware that about a third of the increase in wages was due to man-
dated minimum-wage increase? Do you know if the Commission
was advised of that? )

Ms. BisHop. If it is public knowledge, the Commission had access
to it.

Senator HEINZ. But it was not advised of that by the staff, per se,
to anyone’s knowledge?

Ms. BisHor. Not by mﬁ'self.

Mr. FryE. Not to my knowledge, either, sir.

Senator HEINz. On section B7, page 10, of the producers question-
naire, “Request data regarding the number of pairs of footwear
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produced with and without imported uppers,” what did you do with
that data? We don’t see it anywhere in the staff report.

Ms. BisHopr. The data was available if the Commission wanted in-
formation on it. The Commission did not request specific informa-
tion on imported—— »

Senator HEINZz. So, it was tabulated someplace, but not men-
tioned in the staff report. Is that right?

Mr. FryE. All information collected during the course of an in-
vestigation does not find its way into the staff report. It’s all a
matter of the record of the investigation, but the staff report is
somewhat selective. We certainly tried to give it a balance and not
tn suppress anything here.

Senator HeINz. I am not being critical; I am just trying to ascer-
tain some facts.

Now, to the knowledge of any of you, did any of the Commission-
ers ask for that data?

Ms. BisHop. No.

Senator HEINZ. No? All right

Next on table 11, paie 10 of the staff report, it indicates that ca-
pacity in the industry has increased. It is well known in the indus-
try that you can increase capacity substantially with the use of im-
Eorted uppers. Have you made any attempt to clarify or explain

ow that capacity figure could be distorted by the use of imported

uppers?
leli. BisHor. No.
Senator HEINz. No. All right.

Do you believe that Chairman Eckes—he was then chairman; we
have a new chairman in the last 5 days, Dr. Paula Stern-—do you
believe that the then-Chairman Eckes was aware of the fact that
the use of imported uppers can seriously distort practical capacity,
when he made his statement prior to the vote that production and
capacity has risen? Is there any reason to believe he knew about
the imported upgers?

Ms. BisHopr. I believe he was aware of that fact, sir.

Senator HEINz. On what do you base that assumption?

Ms. BisHop. He has been and voted on several prior footwear in-
vestigations.

Senator HEinz. Well, does that mean that he was aware that use
of imported uppers would in fact expand capacity it in fact he had
not seen the information in the staff report regarding imported
uppers? How do Ivou come to your conclusion?

Mr. FryE. I believe that he is aware of that fact.

Senator HEINZ. On what basis?

Mr. FryE. Well, because there has been testimony before the
Commission—I can’t recall just when—that this is a trend toward
increasing imports of up?ers, and I do believe that the chairman
would have been aware of that fact.

Senator HEINZ. I want to thank you for answering my questions.
I want to turn over the rest of the time to Senator Mitchell, who
has graciously offered to chair the hearing to its conclusion, which
will be fairly soon.

Senator Mitchell, thank you very much for your generosity. We
thank the staff of the ITC for being here.

Thank you.
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Senator MitcHELL. Thank you, Senator.

You have indicated in response to Senator Heinz's questions that
the data regarding the number of pairs of footwear produced with
and without imported uppers were collected but not included in the
staff report. I would ask if you would make that data available to
this committee.

Ms. BisHor. Certainly.

Senator MitcHELL. You will do that? Thank you.

Pursuing further the question of uppers, was the use of imported
uppers considered specifically in reviewing profit data for domestic
oroducers, since as you know the use of imported uppers can obvi-
ously increase profits, and that appears to have been the determin-
ing factor in the decision by the members of the Commission?

Ms. BisHop. No, it was not connected with, their use or imported
uppers.

enator MITCHELL. All right. So you did not consider that aspect
of profitability by domestic producers, the extent to which the use
of imported uppers contributes to that profitability?

Mr. FrYE. We did not consider it.

Senator MiTcHELL. You did not consider that?

Mr. FrYE. Right. .

Senator MITCHELL. On page 118, if you would refer to that, Ms.
Bishop and Ms. Libeau, there appears a table M-1 regarding mark-
ups on domestic and imported shoes. Did this iable include the
original markup of the importer of record, or only the wholesale
cost that the retailer marked up?

Ms. BisHop. It was only the retailers’ markup.

Senator MircHELL. Did you make any attempt to find out the
real markup from the first cost of the imported footwear?

Ms. BisHop. No. .

Senator MitciieLL. Now, the data refers to “sustained markup'’—
it uses the phrase “sustained markup.” Would you tell me, please,
what that means?

Ms. BisHop. The sustained markup refers to the final sales cost.
It basically refers to the difference between the aggregate acquisi-
tion cost and the final sales value of the products as a percentage
of the final sales value.

Senator MiITCHELL. I'm sorry. Would you repeat that, please?

Ms. BisHopr. The sustained markup basically refers to the differ-
ence between the aggregate acquisition cost and the final sales
value of the products as a percentage of the final sales value.

For example, if the final sales value of a pair of shoes were $20,
and the fina! acquisition cost of that pair of shoes were $12, the
markup on the shoes would be 40 percent.

Senator MiTcHELL. And that's obviously an aggregate analysis.

Ms. BisHop. That is correct.

Senator MiTcHELL. Fine,

Now, in Commissioner Stearns statement, she indicated that 112
domestic footwear producers import. On page 58 of your staff
report, table G-9, there are only 20 companies listed as reporting
profits from imports. I have three questions in that regard:

The first is, are these the only companies that segregated profits
for the importing operation?
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Ms. BisHor. These are the only companies that reported their
profits on imports. They are not the only companies that segregat-
ed the data on their domestic manufacturing from their imports.

Senator MiTcHELL. Well, you stress the words ““these are the only
companies that reported profits on their imports.” Then, what
about the other 92 producers?

Ms. BisHop. If we had profitability data on these other 92 produc-
ers, and they reported it to us, we carefully checked to make sure.
There were a few companies that were not able to segregate the
data on imports from the domestic manufacturing; but, by and
large, these producers only reported their profitability on their do-
mestic manufacturing. They simply did not report profitability on
their imports.

Senator MiTCHELL. So the answer to the question is the 112 do-
mestic footwear producers do import; 20 reported profits from im-
ports; and you are unable to say whether or not the other 92 made
such profits and simply did not report them, or whether they didn’t
make any profits and therefore didn’t report them. Is that correct?

Ms. BisHop. Basically correct, yes.

Senator MITCHELL. Fine.

So, the information you have is—in this respect, at least—incom-
plete? You asked a question of 112 companies, 20 responded, and
you don’t know whether the others failed to respond because they
did not make profits or because they did not segregate, or because
they simply chose not to report. Is that correct?

Ms. BisHor. We know that all but seven did segregate their prof-
itability. What they did, whether they made profits or they lost
money on their shoes, we don’t know that.

Senator MiITcHELL. You don't know that.

If you would address Eourself, please, to page 40, table 38. Do you
have it before you, Ms. Bishop?

Ms. BisHoP. Yes, I do.

Senator MiTcHELL. Does that include data from all of the 112 do-
mestic producers that import?

Ms. BisHor. No.

Senator MiTcHELL. From how many of them?

Ms. BisHop. I believe the number was 41 firms, in 1983

Senator MiTcHELL. Forty-one of the 112 firms. And is that be-
caus?e those were the only ones from whom you obtained informa-
tion?

Ms. Bisnop. That is correct.

Senator MircHELL. And you have no way of knowing, then,
whether relevant data from other companies was not included?
You dgn’t know the reason why it was not included? They didn’t
report?

s. Bissop. Well, I'm not sure exactly where the 112 figure came
from in the first place that you are referring to.

Senator MiTcHELL. Commissioner Stearn used the figure.

Ms. BisHop. Again, I am not sure exactly where it came from. It
wasn't my number.

Senator MitcHELL. Well, let me ask you this question, then: Do
you know of any factual basis for Commissioner Stearn’s use of
that figure?

Ms. BisHop. I am sure that there is one.
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Senator MiTcHELL. I didn’t ask you if there is one; I asked you if
you know of any.

Mr. FrYE. Excuse me, I would like to consult with Ms. Bishop.

S}fnator MiTcHELL. Oh, you can just answer directly. That'’s all
right.

Mr. FrYE. Well, could you tell me whether there are actually 112
firms that are domestic producers that are importers? I think that
is the thrust of the Senator’s question. And is that large a number
of domestic producers actually importers?

Ms. BisHop. I think I remember that that number was referred
to at some time from an article Eublished in one of the trade maga-
zines. I am not sure whether that number includes finished foot-
wear, imports of solely a finished footwear, which is what we solic-
ited information on, finished shoes, or whether it includes informa-
tion on imported uppers. It could be that 112 domestic producers
are easily importing imported uppers.

We solicited information on their use of imported uppers; howev-
er, we did not ask about their imports or tabulate imports in the
questionnaire or in the report on imported uppers.

Senator MiTcHELL. Well, let me repeat my question, then, per-
ha& to apply to a factual basis.

mmissioner Stearn said at the time she announced her deci-
sion, and I quote, “Twelve of the twenty-one producer giants are
dominant importers, accounting for 41 percent of total imports in
1983.” She then read a sentence which is not relevant to this in-
quiry, and then said, “And there are 100 other domestic footwear
manufacturers who also import footwear.”

Now, that means, in plain English, that she is saying that there
are 112 domestic footwear manufacturers who import footwear.

My question to you, Ms. Bishop, is whether there is any factual
data in your report or which you received, of which you are aware,
that forms the basis for that statement? I am not asking what she
believed or understood—you are obviously not in any position to re-
1s&ond to that. I am asking you whether either you or Ms. Libeau or

r. Gerhardt or Mr. Fr%e—any of the four of you—are aware of
anl‘\;l facts in the record which support that statement?

s. Bisnop. There is a statement in the report that reads, “Ap-
proximately 100 footwear manufacturers in the United States im-
ported nonrubber footwear in 1983,” and the reference is to a 1983
director of manufacturers, importers, and wholesalers, Footwear
News magazine, December 1982,

Senator MitcHELL. And would you just tell me please, for the
purposes of the record, you are reading from the report, what page
you are reading from so we will have it for the record?

Ms. Bisor. Page A-23.

Ms. LiBeau. This would be A-23 of the actual final report to the
Commission. What you have before you are excerpts from the sta-
tistical tables that were contained in that report. The page num-
bers may not totally coincide.

L_bS(e:nator MircHELL. All right, fine. Thank you very much, Ms.
ibeau.

Well, I thank you all for coming. As you are aware, I personally
and several members of the committee are extremely distressed at
the Commission’s decision. I understand the process by which they
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are not here to respond, and it would not be fair for us to vent our
frustration and anger at you; you are merely the staff. You didn’t
make the decision.

But I must say that I am really coming to believe that the
system just doesn’t work, and that it has become so enmeshed in
tables and statistics that common sense simply goes out the
window. And we in the Congress must now undertake a compre-
hensive analysis to determine what kind of major overhaul may be
necessary, not just tinkering with section 201, to determine how we
can put into effect what was the clear intention of Congress at the
time this law was enacted.

I thank you very much for your willingness to come here. I will
have some further questions of a factual nature which I will
submit in writing, and I ask for your response as promptly and as
fully as possible.

Thank you all very much.

Mr. FryE. Thank you, sir.

Senator MiTcHELL. The panel next before us will consist of Mr.
Peter J. Mangiorie, Mr. Joseph Shell, Mr. Dale Hilpert, and Mr.
Chris Van Dyke.

Before proceeding, I would like to welcome Senator Symms. Sen-
ator, do you have a statement that you wish to make? -

Senator Symms. No, I have no statement.

I apologize for being late. As you know, we had a conflicting
hearing in our other committee. I appreciate you being here. I have
been up at the Public Works Committee.

I am delighted to be here, and my time is limited, so I will just
listen. I don’t have any questions to ask right now. Thank you, Mr.
Chairman.

Senator MitcHELL. Thank you.

Gentlemen, welcome. Why don’t we proceed in the order in
which the witnesses are listed.

Mr. Mangione?

Let me say first that all of your written statements will be in-
cluded in the record in full. As with the previous witnesses, I would
ask that you limit your summary oral remarks to 3 minutes each.
That will give us a chance to ask any questions we might have.

Mr. Mangione?

STATEMENT BY PETER T. MANCIONE, PRESIDENT, VOLUME
FOOTWEAR RETAILERS OF AMERICA, WASHINGTON, DC

Mr. MaNGIONE. Thank you, Senator Mitchell.

My name is Peter Mangione. I am president of the Volume Foot-
wear Retailers of America, and I am accompanied by counsel, Mi-
chael P. Daniels of the firm of Daniels, Houlihan & Palmeter. Our
members account for about 50 percent of retail sales of footwear
and produce in their own U.S. plants approximately 15 percent of
U.S. production.

Since our testimony on May 25, the ITC by unanimous vote
f‘ound no injury to the U.S. nonrubber footwear manufacturing in-

ustry.
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Also, since that decision, S. 2731 has been introduced which
would override the ITC decision and impose quotas cutting back
imports by 31 percent.

We are opposed to this legislation and any other measure which
would impose restrictions on imports of footwear.

Enactment of this bill would undermine the process which the
Congress has established to deal with import competition. The very
reason for the enactment of the escape clause and our whole
system of foreign trade regulations was to impose the rule of law
and avoid throwing these highly sensitive problems into the politi-
cal arena. In the postwar era, we know of no quota bill that has
ever been passed by the Congress.

Even the override provisions of the Trade Act required a finding
of injury by the Commission before they became operative. To over-
turn the ITC decision in the manner proposed by S. 2731 would be
unprecedented and would destroy the integrity of the process by
which decisions are made in the trade field.

The ITC is an objective, impartial, and bipartisan body. In recent
weeks it has found injury to the copper industry and to most steel
sectors. This is not the record of a skewed commission.

Indeed, we strongly believe the ITC decision in footwear was cor-
rect. The Commissioners noted that, after its 4-year period of
import relief, the nonrubber footwear industry has successfully ad-
justed to import competition, achieving an operating profit of 8.8
percent. I draw your attention to the chart in front of me and the
tables appended to our testimony.

In addition, and perhaps most important, most of the increase in
imports has been in the market segments of least importance to do-
mestic producers—Ilow-price and athletic footwear.

The process of adjustment can involve modernization and auto-
mation. It can also include abandoning nonproductive lines of pro-
duction. The process of adjustment thus contemplates closing of ob-
solete and inefficient plants.

American manufacturers are competitive because they have re-
aligned their production out of low-priced footwear into higher
priced, particularly branded footwear. Those who disagree with the
Commission’s decision point to the growth in imports and the in-
crease in the import/consumption ratio as proof of injury. What
has occurred is a huge growth in consumption, which has.been ac-
counted for by imports. The growth in consumption is due to the
explosive consumer demand for low-priced and athletic footwear,
products not produced by the domestic industry in any volume.

The consumption increase was created by imports, and it would
not have taken place without imports.

Turnini to S. 2731 itself, we believe that quotas on footwear
impose a hidden tax on consumers and subsidize an already profita-
ble industry. Quotas reducing imports by 31 percent, as calculated
in a recent study by Dr. William R. Cline, would cost consumers
about $3 billion a year. The consumer cost per job created would
exceed $60,000 per year. Quotas would award windfall profits to
firms not in need of assistance, and would not guarantee in any
way improvement for those firms or workers experiencing difficul-

ty.
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Quotas would benefit foreign suppliers at the expense of consum-
ers and American retailers, since the foreigners would charge for
quotas, increase prices, and upgrade products, as precisely hap-
pened in the last quota period and as has occurred with a venge-
ance in the case of automobiles

The availability of lower priced footwear, which is especially im-
portant to low-income consumers, would be greatly reduced. -

For these reasons, we urge that S. 2731 be rejected by the com-
mittee. Thank you.

Senator MircHELL. Thank you, Mr. Mangione.

Mr. Shell?

[Mr. Mangione’s prepared testimony follows:]
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. Yolume Footwear Retailers of Amerioa
) 13190 F STREEY NW. / WASHINGTON, D.C. 20004 / TEL. (202) 737-36880

PETER T. MANGIONE
PRESIOENTY

TESTIMONY OF PETER T. MANGIONE
PRESIDENT, VOLUME FOOTWEAR RETAILERS OF AMERICA
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE

OOMMITTEE ON FINANCE
UNITED STATES SENATE
JINE 22, 1984

Mr. Chairman, Members of'the Comittee:

My name is Peter Mangione. I am President of the Volume Footwear
Retajlers of America. I am accompanied today by counsel, Mr. Michael P.
Daniels, of the firm of Daniels, Houlihan and Palmeter, P.C. Our members
account for about 50% of retall sales of footwear and produce in their own
U.S. plants approximately 15% of U.S. production.

We welcome this opportunity to appear before the Committee again. Since
our testimony on May 25, the United States International Trade Comm{ssion, by
a unanimous (5-0) vote on June 6, found no Injury to the U.S. non-rubber
footwear manufacturing industry. Unfortunately, the extensive Comission
report 1s not available today, and probably will not be availadble until mid-
July. We had hoped that the Committee might have postponed these hearings and
an evaluation of the decision until such time as it had an opportunity to
examine the full opinion of the ITC.

Also, since our testimony and since the ITC decision, a bill, S. 2731,
has bdeen introduced which would override the ITC decision and impose quotas
cutting back imports by 31% from 1983 levsls. We are completely opposed to
this legislation or any other measure which would impose restrictions on
imports of non-rubber footwear.

We believe that enactment of this bill would undermine the process which
the Congress has established to deal with problems of import competition. The
very reason for the enactment of the escape clause and our whole system of
foreign trade regulation was to impose the rule of law and avoid throwing
these highly sensitive problems into the political arena.

In the post.war era, we know of no quota bill that has ever been passed
by the Congrass.

Even the "override" provisions of the Trade Act required a finding of
injury by the Commission before they became operative.

To overturm the ITC decision in the manner proposed by S. 2731 would be
unprecedented and would destroy the integrity of the process by which
decisions are made in this field.
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The ITC is an objective, impartial and bipartisan body. Proceedings
wder Section 201 involve extensive colleotion and analysis of data, field
investigations and hearings. Out of 50 escape clause investigations since
Section 201 was enacted in 1975, the Commission found injury in 29 cases, or
58%. In recent weeks, it has “ound injury to the copper industry by a
unanimous vote of 5-0 and injury to most steel sectors by votes of 3-2, This
{s not the reoord of a skewed Commission. It is difficult to compare these
cases with the footwear case since each involves different factors and
oircumstances which had to be taken into account. Nonetheless, it is worth
noting that compared to profits in the non-rubber footwear manufacturing
industry in 1983 of 8.8%, profits in the steel industry were minus 8.5%.

We are not suggesting that decisions by the ITC command instant agreement
from all parties, any more than decisions by the United States Supreme
Court. Wnat we are saying, however, is that this was a unanimous decision and
that the legal process itself should not be overturned by legislative action.

We further believe that the decision was oorrect, We append the
statements made at the time of 9" decision by the Commissioners.
Essentially, they decided:

= The industry in 1983 achieved an operating profit of 8.8% on non-
rubber footwear manufacturing (excluding importing and retailing), better than
the all manufacturing average of 5.9%;

—= Most of the increase in imports has been in the market segments of
least importance to domestic producers -- low price and athletic footwear; and

-~ Thus, after its four-year period of import relief (1977-1981), the
industry has successfully adjusted to import competition.

The escape clause is designed to provide a temporary period of relief
during which industries will be given an opportunity to adjust to import
competition. It is not a statute which {s designed to provide permanent
protection for industries, or sectors of industries, which cannot ocompete or
adjust. The object of the statutory scheme is adjustment.

The statements by the Commissioners in reaching their decision indicate
that the industry has successfully adjusted. The process of adjustment can
involve modermization and automation, which usually involves employment
reductions. It can also include abandoning non-competitive 1lines of
production and concentrating on lines which are competitive. The process of
adjustment contemplates closing of obsolete or inefficient plants.

Profitability is extremely important since it i{s the only way that
adjustment can be measured. We have appended to our statement the
profitability data on non-rubdbber footwear manufacturing excluding profits on
retailing and importing. We have compared these data to profits by all
manufacturing industries and to other industries. The figures speak for
themselves. The non-rubdber footwear manufacturing industry is highly
profitable compared to other manufacturing industries.
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American manufacturers are oompetitive because they have realigned
production out of lower priced footwear into higher priced, particularly
branded footwear. The {industry has found a profitable niche in the
marketplace, is well able to oompete, and is generating sufficient profits to
continue to modernize.

Those who disagree with the Commission's decision point to the growth in
imports and the increase in the import/consumption ratio as proof of injury.
What has occurred is a huge growth in consumption (102 million pair from 1982
to 1983) which has been accounted for by imports. The growth in consumption
is due to the explosive consumer demand for low priced and athletic footwear
-- products not produced by the domestic industry in any volume. The
consumption increase was created by imports, and would not have taken place
without imports. Since industry production and employment ( by
hours worked) remained stadble in 1982 and 1983, import growth did not lnjure
the domestic producers of footwear.

The Commission also pointed cut that about half of the imports are
brought into this country by manufacturers of footwear. This should not be
seen as an indication of injury to the domestic manufacturing industry but
rather as a healthy adjustment to competitive conditions. American oompanies
have imported in areas where they cannot compete in manufacturing but where
they can utilize their distribution and marketing abilitfes.

Turning to S. 2731, we believe that quotas on footwear impose a hidden
tax on consumers and subsidize a profitabdble industry.

Quotas reducing imports by 20% from current levels, as calculated in a
recent study by Dr. William R. Cline, would cost consumers $2 dillion annually
in extra oosts and increase prices by 13 percent. Total consumer costs would
be $10 dbilllon or higher over a period of five years. The consumer oost per
Job created would be as high as $62,400. Since S. 2731 would cut imports by
at least 31f rather than the 20% utilized in the Cline study, the costs would
be considerably higher.

Quotas would award windfall profits to firms not in need of assistance
:ngrwoulld not guarantee improvement for those firms and workers experiencing
ifficulty.

Quotas would benefit foreign suppliers at the expense of consumers and
Averican retailers, since the foreigners would charge for quotas, increase
prices and upgrade products (as happened in the last quota period and has
occurred in automobiles). The availability of lower price footwear, which is
of special importance to low income consumers, would be greatly reduced.

Quotas would entail retailiation by foreign goverrments on almost $U4
billfon in trade, jeopardizing American agricultural and manufactured exports.

For these reasons we urge that S. 2731 be rejected by the Comittee.
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OF NET SALES
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Comparison of Nonrubber Footwear Manufacturing Industry
Operating Profit Margins with Those of Other Industries, 1972-83

Ratio of Opemtgxg_meone To Net Sales

Indust.rx 1972 197 3 1974 1975 1976 9771 1278 1979 1980 1981
Nonrubber Footwear 5.7 5.2 5.1 5.4 NA 5.8 5.6 6.8 9.0 10.0
Textile Mill Prcducts 5.3 6.0 6.2 4.2 5.7 5.6 6.3 6.2 5.2 5.4
Nondurable Goods 7.5 8.2 8.1 7.7 8.2 7.9 7.8 7.9 7.4 6.9

All U.S. Manufacturing 7.8 8.5 1.7 7.2 8.1 8.1 8.2 7.7 6.8 6.7

Source: Nonrubber footwear: Data for 1972 - 1975 as reported In USITC Publication 758, February
1976, At A-158; Data for 1977 - 1978 as reported in USITC Publication 1139, Aprii 1981 at A-43; Data
for 1979 - 1983 as reported In USITC Staff Report, Statistical Tables Excepted from the Prehearing
Report to the Commission on Inv. No. TA-201-50, Nonrubber Footwear (April 20, 1984), at 16.

Other Industries - U.,S. Department of Commerce, Bureau of Census, Quarterly Financial Report
for Manufacturing, Mining and Trade Corporations, various Issues covering 1981/1983 data and Federal
Trade Commission Quarterly Financial Report for Manufacturing, Mining and Trade Corporations, various
Issues covering 1972-1980.
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COMPARISON OF RATES OF OPERATING INCOME AS A PERCENT

OF NET SALES FOR INDMDUAL MANUFACTURING

INDUSTRIES, INCLUDING NONRUBBER FOOTWEAR, 1983
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STATEMENT BY JOSEPH J. SHELL, PRESIDENT, NATIONAL SHOE
RETAILERS ASSOCIATION, NEW YORK, NY

Mr. SHELL. My name is Joseph H. Shell, president of the Nation-
al Shoe Retailers, 4,000 members with approximately 25,000 stores.
Most of our members are independent, small shoe retailers doing
half of the shoe business in the United States.

Our organization opposes any quotas on footwear. Of all the solu-
tions recommended up to this time, S. 2731 seems to be a horren-
dous solution.

Retailing for the small independent is a difficult one. Our recent
shoe study indicated that for 1982 and 1983 the pretax profits of
the independent shoe retailers—pretax profits—were 1.3 and 1.2 in
1983. Over 1,000 companies in 4,500 stores participated in this
study. In contrast, most shoe manufacturers did well; large retail-
ers and importers did extremely well.

Any further hardships may be—the independents, the small in-
dependents, are fighting for survival. Any further hardships may
or will drive many retailers out of the business.

Quotas will increase costs, increase bookkeeping, and render a
hardship to independent retailers. Quotas are detrimental to the
life of retailing. The increase of prices to consumers means less
consumption and other hardships for the retail community.

The study significantly brought out the following facts: Despite
the poor performance, 60 percent of the decline of the profitability
came from reduced gross margin, and only 40 percent came from
increased expenses. This study refutes the claim that most retailers
prefer imports because of potential higher margins of profit of im-
ported merchandise.

Import quotas usually favor the large, integrated companies and
work a severe hardship on the small independent retailers. They
also serve to enhance the profitability of offshore entrepreneurs.

NSRA strongly urges the subcommittee not to adopt disruptive
legislation such as S. 2731 and to not impose greater hardships and
burdens on the retail community in the footwear industry.

Approximately 350,000 people work and are involved in the re-
tailing of footwear. And do not create quotas, do not create greater
problems in an attempt to assist others.

Thank you.

Senator MircHELL. Thank you, Mr. Shell.

Mr. Hilpert?

[Mr. Shell’s prepared testimony follows:]
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TESTIMONY ON BEHALF OF THE NATIONAL SHOE RETAILERS ASSOCIATION, JOSEPH J.
- SHELL, PRESIDENT

Mr. Chalrman, Members of the Committee, my name {s Joseph
J. Shell. I am President of the National Shoe Retailers
Assoclation, a 72-year-old organization which represents close
to 4,000 coapanies with nearly 25,000 store locations engaged
in the retailing of shoes and related products throughout the
United States. Independent shoe retailers operate about
one~half of the shoe stores in the U.S. aﬁd do over one-half of
the shoe business. NSRA also has strong international ties,
with individual members operating 1in Canada and Mexico and
chapter affiliates as far away as South Africa.

I have spent a ltfe:ln'e in the shoe retailing {industry,
operating my own stores which later became a part of a major
national shoe corporation. For the past ten years, I have
served as President of the NSRA and, during that period, I have
had a first-hand opportunity to observe many of the cpanges
which have taken place in the domestic footwear industry, both
at the manufacturing level and at retail.

These changes were outlined as part of NSRA's May 25
testimony to this Subcommittee and I will not repeat them now.
\le are here this morning to state the strong opposition of the
nation's independent shoe retailers to S. 2731, the American
Footwear Act of 1984, which seeks to impose a perwmanent
limftation of 400 million pairs of imported nonrubber footwear

entering this country.

41-167 0 - 85 - 12
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NSRA believes that such a quota (1) is not justified by the
facts concerning the health of the domestic footwear
manufacturing {industry, (2) would be extremely disruptive of
the footwear —~distribution and retailing segments of the
industry, and (3) would result in higher prices to the nation's
consumers.

Scne meabers of this Subcommittee obviously belleve that
the domestic footwear manufacturing industry 1is heading toward
total extinction. While we agree that some coampanies have had
their problems, NSRA emphatically believes, as does the U.S.
International Trade Commissfon, (hat the overall health of the
industry 1s good and that oany companies have learned to
successfully compete with imports.

It 1s regrettable that this hearing has been scheduled
before the USITC's formal report has been submitted to the
President. We believe that when the report is printed {n late
July, it will show, as Commissioners Paula Stern and Alfred
Eckes noted 1in announcing their decisions in the domestic
industry's "escape clause'" proceeding on June 6, that domestic
companies are making more than ''reasonable'' profits, earned in
the face of an economic recession and a surge of imports.

As Commissioner Stern succinctly summed up the situation,
"The industry has not only coped (with imports), but (it) has

succeeded."
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NSRA believes that an unfortunate situatfon occurs in each
instance when a domestic wmanufacturing plant s forced to
close. All too often, imports are the scapegoat blamed for the
closure when a detall examination of the situation reveals
that, {in wmost cases, the real reason was the domestic
manufacturer's inability or unwillingness to ''read" the market,
to produce what the custoumer wanted.

Not all of the domestic manufacturing industry is oblivious
to the changes which have taken place in the market during the
last decade. And there must be some attraction in domestic
manufacturing, because each year new companies stattmhp with
new fdeas for serving the American consumer. There are success
stories among domestic manufacturers, as we told the USITC:

-= Acme Boot Co. Perhaps best known for its Dingo brand

Western boot, the company has recently produccd a more
contemporary line of casual sport boots aimed at the men's and
wonen's market.

== The Cherokee Group. This company began its corporate

existence as a West Coast shoe manufacturer just 11 years ago
and recently completed its first public stock offering after
shoe sales topped more than $30 million in 1983. The company's
principal shoe 1line includes open and closed-toe sandals and
shoes made of leather and fabric, as well as clogs and boots.
Cherokee has also competed successfully through design
innovation, {ncluding a patented unit bottom for shoes

constructed from molded polyurethane.
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-- Desco. This is another company which has carved out a
niche, with women's coafort footwear and boots being the
primary product line.

«- Laeverenz. A wid-western producer of men's and women's
footwear that has updated its lines and had a banner yesr in
1983,

== Maine Woods. This 18 also a relatively new entrant
into domestic footwear manufacturing, producing casual footwear
with a flair for contenp&rary styling.

-- Sebago. Best known for {its -Docksiders boat shoes,
this company also manufacturers casual uo&casins for the men's
and women's market.

-~ Zodiac. This small New England company significantly
updated 1its fashion 1image to a current, more contemporary
line. It proved that with this styling change, it could
successfully compete with men's and women's boots and shoes.

Against this backdrop of a generally healthy industry and
successful individual operators, the American Footwear Act of
1984 would disrupt the marketing of shoes by providing
artificial protection on a permanent basis to domestic
manufacturers. Since more than one-half of the wmanufacturers
are responsible for more than one-half of all imports entering
this country, the American Footwear Act vouid not ;timulace new
domestic jobs, but would rather insulate domestic manufacturers
from the kind of competition which keeps all businesses

gensitive to the needs of their customers.

- h -
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S. 2731 would also be exteremely disruptive for independent
shoe 1vetallers, already caught {n a profit squeeze. The
independent does not have direct access to foreign sources as
does the large domestic coampany and thus would be at a distianct
disadvantage {n the chaotic implementation of the global quota
scheme called for in the American Footwear Act.

The {independent shoe retailer 1s currently engaged in a
fight for curvival., A recently-commissioned study by NSRA of
more than 1,000 retail stores with an annual volume of more
than ‘$300 million revealed that pretax profits had sunk to 1.2%
of gross sales in 1983, down one-tenth of one percent from the
preceeding year. 1It's even more significant to note that more
than 60% of the profit decline was caused by a decrease in
retailers' gross margins, while only 40% was attributable to
{ncreased operating costs.

This study strongly refutes the claim of some that
retailers import only becaugse of the higher markups which can
be made on foreifgn-made footwear.

With strong marketplace pressure on prices already a
reality, the {impositfon of an across-the-board, global {import
quota would favor large, Iintegrated companies and work a severe
hardship on the small, independent retailer.

Finally, the imposition of quotas, as has repeatedly been
demonstrated in many studies covering many product lines, would
fnevitably drive up prices to the consumer and result in
decreased consumption which, in turn, would continue to depress

the domestic manufacturing industry.

- 5 =
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Mr. Chairmsn, some members of the domestic footwear
manufacturing industry do need assistance. But the kind of
asgistance which they need is not the artificial protection
afforded by S. 2731. They need competent and comprehensive
marketing consultation, in order to wmake them better able to
cope with the new trends in footweag consumption and to become
viable competitors in the world markétplace.

In conclusion, NSRA strongly urges this Subcommittee to
assist the domestic industry, not through the adoption of
disruptive 1legislation such as S. 2731, but through the
adoption of a "hands off'" approach, which has worked well for
the past few years and which can continue to have overall

favorahle effects for this industry.

STATEMENT BY DALE W. HILPERT, CHAIRMAN, VOLUME SHOE
CORP., TOPEKA, KS

Mr. HiLPERT. Senator Mitchell and members of the committee, I
am Dale Hilpert, chairman of the Volume Shoe Corp. headquar-
tered in Topeka, KS. Volume Shoe operates 1,450 retail shoe out-
lets across the country, selling primarily to low-income customers.

Mr. Chairman, I would like to stress three points to the commit-
tee:

First, the Congress should not lightly dismiss the deliberate
unanimous findings of the International Trade Commission in the
footwear case. The ITC was created for the precise purpose of es-
tablishing an independent expert process for evaluating the merits
of these complex and often emotional issues.

Based on a thorough investigation and voluminous records, every
commissioner concluded that the domestic industry is not being se-
riously injured by imports.

A subsequent 201 decision by the ITC in favor of the domestic
steel and copper industries merely reinforces the conclusion that
the Commission examines these cases on an individual merit, and
the basis of standards for section 201 are adequate in appropriate
cases.

Senator MiTcHELL. Mr. Hilpert, if the Commission had found 5 to
0 that there was injury and recommended quotas, would you have
urged the President to accept that recommendation and impose
quotas?

Mr. HiLpeRT. No, sir.

Senator MiTcHELL. Thank you. Proceed with your statement.

Mr. HiLpERT. My second point is this: It is essential that Con-
gress and this committee take a hard look behind the overall
import penetration numbers, for the overriding fact is that the
overwhelming bulk of imports simply do not compete with the bulk
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of domestically-produced footwear. Eighty-five to 90 percent of the
total value of nonrubber footwear produced in the U.S. is medium-
to high-priced shoes, shoes that sell for more than $9.50 at whole-
sale. On the other hand, about 80 percent of the increase in im-
ports since the OMA was lifted in 1981 are low-cost shoes, valued
at under $9.50 wholesale.

With limited exceptions, domestic manufacturers cannot and do
not produce shoes in these price lines.

In effect, Mr. Chairman, there are two footwear markets in the
United States—the medium- to high-priced name brand markets,
which continues to be dominated by the domestic manufacturers,
and the low-cost unbranded footwear market dominated by im-
ports.

The point is this: As Commissioner Stearn noted in this case, im-
ports complement domestic production; they do not displace it. And
as a result, if quotas are imposed the low-income customers will be
hurt the worst.

That leads me to the third and final point: If S. 2781 were en-
acted, customers will pay dearly, and the low-income customers
will suffer the most.

The Volume Shoe Corp. asked economists John Moody and Mal-
colm Vail to calculate the cost of S. 2731 using the economic model
developed for the 201 case. Even with very optimistic assumptions
the costs are staggering. The cash cost to the American consumer
for S. 2731 over 5 years will be more than $6.4 billion, and the low-
cost import footwear increases would be more than 40 percent. The
consumer cost for each job created will be over $40,000 per year.

Mr. Chairman, American consumers, particularly low- to middle-
income customers, should not be asked to pay 40 percent more for
basic necessities such as shoes to give fermanent relief to an indus-
try that already is more profitable than most.

The legitimate concern of domestic workers and communities
caught in the ongoing transition of this industry can and should be
addressed, but not in a fashion that asks other Americans, equally
on the margin in the economy, to pay the price.

[Mr. Hilpert’s prepared testimony follows:)
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TESTIMONY OF DALE HILPERT

CHAIRMAN, VOLUME SHOE CORPORATION
TOPEKA, KANSAS

BEFORE THE

IRTERNATIONAL TRADE SUBCOMMITTEE
OF THE

SENATE FINANCE COMMITTEE

June 22, 1984
Mr. Chairmpn, Members of the Committee:

My name .s.Rale Hilpert. I am Chairman of Volume Shoe
Corporation, heafquartered in Topeka, Kansas. Volume Shoe
operates 1450 retail shoe outlets across the country that sell
primarily to lower inéome consumers. Volume is a wholly-owned
subsidiary of The May Department Stores located in St. Louis,

Missouri.

I welcome this opportunity to testify in support of the
recent section 201 footwear decision of the International Trade
commission, and in strong opposition to S, 2731, the American

Pootwear Act of 1984.

Mr. Chairman, in the brief time available, I would like

to stress three points to this Committee.

First, the Congress should not lightly dismiss the
deliberate and unanimous finding of the International Trade

Commission in the footwear case.
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The ITC was created for the precise purpose of establishing
an independent, expert and dispassionate process for evaluating
the merits of these complex and often emotional issues. Based
on a thorough investigation and a voluminous record, every
Commissioner concluded that the domestic footwear industry
is not being seriously injured by imports. The subsequent 201
decisions of the ITC in favor of the domestic steel and copper
industries merely reinforce the conclusion that the Commission
examines these cases on their individual merits and that the basic

standards of section 201 are adequate in appropriate cases.

For the Congress, in effect, to overturn legislatively
the ITC's judgment in this case would be to destroy the value
of an independént ITC and to transform the Congress into the
battleground for resolving the trade and adjustment prcblems

of every American industry.

My second point is this: in evaluating the ITC decision
and S. 2731, it is essential that the Congress, and this
Committee, take a hard look behind overall import penetratién
numbers. For the overriding fact from the perspective of
Volume Shoe Corporation is that the ovetwhelﬁ;ng bulk of
imports simply do not compete with the overwhelming bulk of

domestically produced shoes.
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Eighty-five to ninety percent of the total value of

non-rubber footwear produced in the United States is medium
Ato higher priced shoes -- shoes that sell for more than $9.50
wholesale. On the other hand, about eighty percent of the increase
in imports since OMA's were lifted in 1981 are low cost shoes --
valued under $9.50 wholesale. With limited exceptions,

domestic manpufacturers do not and cannot produce shoes at those
prices. 1Indeed, that is why domestic manufacturers now account for
more than half of all imports: they successfully manufacture
higher value shoes in the United States and have retained about
70% of this U.S. market in dollar terms, while they import the

low cost shoes they cannot competitively produce in this

country.

In effect, Mr. Chairman, there are two footwear markets
in the United States: a medium-to-high price name brand market
which continues to be dominated by domestic manufacturers and
a low cost unbranded footwear market dominated by imports. The
point is this: as Commissioner Stern noted in this case, imports
complenent domestic production; they do not displace it.
And as a result, if quotas are imposed, low income consumers

will be hurt the most. -

That leads me to my third and final point. As the

Chairman has noted in another context, there is no "free tunch”
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when it comes to import restrictions. 1If S. 2731 were enacted,
consumers will pay dearly, and low income consumers will suffer

the most.

Volume Shoe Corporation asked economists John Mutti and
Malcolm Bale to calculate the costs of S. 2731 using the
economic model they developed for the 201 case. I should note
that the assumptions underlying the Mutti-Bale projections,
for example on productivity growth rates, are extraordinarily
favorable to the domestic Kndustry. Nonetheless, even with

these optimistic assumptions, the costs are staggering.

° The cash cost to American consumers of S. 2731 over §

years would be more than $6.4 billion, as low cost imported

footwear prices increase by more than 40%.

® The consumer cost for each new job created would be

over $40,000 per year;

® Almost four dollars of extra profits will be shipped
abroad, as a quota "premium", for every one dollar of new profits
earned by U.S. manufacturers. Thus, S. 2731 will have with the
ironic effect of funding a widening of the productivity gap

between U.S. and foreign producers.

Mr. Chairman, American consumers, particularly low
to middle income consumers, should not be asked to pay
forty percent more for -a basic necessity such as shoes to
give permanent relief to an industry that already is more
profitable than most. The legitimate concerns of domestic
workcrs and communities caught in the ongoing transition
of this industry can and should be addressed, but not in
a fashion that asks other Americans -- equally on the margin

of Aur economy =-- to pay the price.
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Senator MircHELL. Thank you, Mr. Hilpert.
Mr. Van Dyke?

STATEMENT BY CHRIS VAN DYKE, EAST COAST COUNSEL, NIKE,
INC., WASHINGTON, DC

Mr. Van Dyke. Senator Mitchell, my name is Chris Van Dyke,
and I am east coast legal counsel for NIKE, an Oregon corporation.

NIKE has requested time to appear here today to present our
view that, if legislatively created import relief is considered for the
domestic nonrubber footwear industry, that athletic footwear be ex-
cluded from consideration.

On May 25 I appeared before this committee and submitted writ-
ten and oral testimony which dealt what the separate and interna-
tional character of the athletic footwear industry. I will not restate
the arguments that I made at that time but ask that the materials
submitted be made part of the record today.

At this time, NIKE will focus on what we believe to be the fac-
tors which make quotas on imported athietic footwear totally un-
necessary and the holding of the ITC as it related to athletic foot-
wear correct.

In the recent hearings before the International Trade Commis-
sion on imported footwear, virtually every U.S. manufacturer of
athletic footwear responded to questionnaires sent to them by the
ITC. The data collected indicates that the economic growth of the
domestic athletic footwear industry over the past 5 years is indeed
encouraging. From 1979 to 1983, data collected on domestic produc-
ers of athletic footwear demonstrates the following growth:

For example, the value of shipments by U.S. producers increased
from $147 million to $290 million. The average number of produc-
tion employees per manufacturer er)ﬁ:aged in athletic shoe produc-
tion increased from 4,840 to 6,877. The number of annual produc-
tion-related hours worked increased from 8.2 million to 10.8 million
hours. The total compensation paid to athletic footwear production
workers during this period increased from $38.6 million to $73.1
million. And the hourly wage earned by the workers rose from
$4.67 to $6.74, a 44-percent increase.

The ratio of inventory to shipments was down 2 percent; capital
expenditures increased from $5.9 million to $9.8 million, and the
net operating profit, the net sales ratio, increased an astronomical
2.6 to 11.7 percent.

I would like to stress that it is particularly important to measure
the various economic inditia of help against the historical backdrop
of the athletic footwear industry. In the early 1970's, the foreign
producers Adidas end Puma literally dominated the athletic foot-
wear market, and there simply was not a U.S. athletic footwear
producing industry as we know it today. Currently there are over
40 producers of athletic footwear in the United States, employing
thousands of employees and paying millions of dollars in wages and
compensation. Foreign companies such as Adidas, Puma, and Pony
are, conversely, opening new production facilities within the
United States and hiring the U.S. worker.

The domestic athletic footwear industry is healthy, and since its
inception in the early 1970’s, it has balanced domestic production
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with imports to become a truly international industry. There is
simply no need to place import restrictions upon an industry which
is economically viable and experiencing positive growth.

Thank you.

Senater MrrcHELL. Thank you very much, Mr. Van Dyke.

Mr. Mangione, you devoted a considerable portion of your testi-
mony to defending the integrity of the process, and I would like to
ask you the same question I asked Mr. Hilpert.

If this decision had been 5 to 0 finding injury, and the Commis-
sion recommended quotas te the President, would you have sup-
ported that decision and urged the President to adopt quotas?

Mr. MANGIONE. No, sir. And the reason for that is very simple. I
wouldn’t have quarreled with their finding of injury, but we cer-
tainly would have advised the President on the nine criteria which
the President must take into account which were not taken into ac-
count by the Commission, as Senator Danforth went through so
painfully in such detail in the last hearing on May 25.

On those issues, Senator, quite frankly we feel that the President
should not have recommended import relief, but we would not have
quarreled with their injury decision had it been their objective
judgment.

Senator MircHELL. Thank you all for coming here today; we ap-
preciate your testimony. [

That concludes the hearing.

[Whereupon, at 12:35 p.m., the hearing was concluded.]

[Th;lfollowing communications were made a part of the hearing
record:
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Statement by the Honorable Bill Emerson

Before the Senate Finance Subcommittee on International Trade
on the Domestic Nonrubber Footwear Industry

June 22, 1984

I appreciate this opportunity to share with you my shock and dismay at
the decision of the Internotional Trade Commission's rejection of the Section
201 import relief petition. My schedule prohibits me from appearing before
you this morning, however, I am gratified that the Subcommittee has taken
the time to review this decision and consider future remedies. It has
been clear for some time that the footwear industry in my District is in dire
need of help. I have pledged my support to the industry damaged by an unpre-
cedented volume of imported shoes.

On June 6, the International Trade Commission denied the petition filed
by Footwear Industries of America and two unions that are AFL-CIO affilfates.
The ITC acknowledged that imports have captured 69 percent of the domestic
market but unanimously rejected the request for relief from the flood of
imports. The Commission overlooked that in the last six years seven factories
in my District have closed and approximately 2,000 workers have lost their jobs
although I conveyed that information to them. The economic damage caused by
the penetration of imported nonrubber footwear is one of the most severe
economic set-backs my District has experienced.

Thgre are 28 remaining factories in my Districf. Most of the workers are
women, many of whom supplement the earnings of small farm operations. Their
Jobs are vital. We must stem the tide of imported shoes and protect the jobs
of these hard-working people. The loss of jobs and the spectre of abandoned
factories must end.

1 strongly support the legislation that I have cosponsored that would impose

quotas on nonrubber footwear to not more than 50 percent. A reasonable level

)
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given the nearly 70 percent penetration that now exists. The bill is simple,
and provides sf}aight-forward relief desperately needed by the industry and
denied by the ITC. With imports now accounting for nearly three out of four
pairs of shoes sold in America, this legislation caps the quota of foreign-
made shoes to 400 million pairs annually. The bill also requires the Secretary
of Commerce to determine global product limitations among importing countries
based on a number of criteria which are outlined in the bill.

I commend the Chairman of the Subcommittee, Senator Jack Danforth, for
conducting this hearing and pledge my support for continuing legislative
remedies to the problems that beset the industry and the people who are

integral to its survival in our nation.
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STATEMENT OF THE
HONORABLE JAMES MUCLURE CLARKE
OF NURTH CAROLINA

Mr. Chaimman, 1 -appreciate’ having this apportunity to share with you my

doncerns about the plight ot the American shoe industry.

The benefits provided to cur nation by the domestic nonrubber footwear
industry are many. It is a $9 billion industry at retail and accounts for a
pavroll of S1.3 billion in direct mmufacturing. The industry has
approximately 30U manufacturers operating 700 plants in 4} states. The
emplovient picture of the industry is important with about 133,000 people
employed in direct mamitacturing and another Y0,000 employed in supporting

industries.

Devastation is the only way to describe the {mpact of imports on the
domestic shoe industry. The import share ot domestic consumption was 47
percent in 1976 and 1977, ‘lhis figure has increased steadily with import
penetration being 51 percent in 1981; 63.5 percent in 1983 (an increase of
21,3 percent in Ghe vear); and, over 70 percent in 1984, This level of

import penetration is intolerable.

North Carolina is the thirteenth larrest tootwear producing state in
the nation. In North Ca.touna alone, the industry employs apprc;xlmatelv
3,35 people and accounts for a payroll of nearly S40 million. The
nonnuibber tootwear industry is a significant employer in twelve North
Carolina cumnties -- being Ehe largest employer in one (tiadison) and the
second largest employer in five (Alleghany, Martin, Robeson, Watauga, and

\layne).
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The shoe industry i{s a high labor-intensive industry, and footwear
k'fms often constitute a major source of employment, This certainly i{s the

case in Western North Carolina,

In my Eleventh District of North Carolina, the shoe industry is the
largest employer in Madison County. The Blue Ridge Shoe Company, a part ot
the Helville Corporation, operates a plant there. until recently, its

future looked bright.

The shoe company is located in Hot Springs, North Carolina which has a
population of approximately 700 people. Blue Ridge Shoe Company employs 434
people. Farlier this vear, Melville Corporation anncunced that its
operation in Hot Springs would be closed in August -- a direct result ot the
tlood of imports. The 434 disnplaced workers have no place to go since this

is the only industry in the area.

The question that is asked of me and that 1 pose to you is: ‘What will
these workers do and does the government care enoush about its citizens to
really help?" There are no other industries in town or surrounding areas to
absorb these workers. Additionally, the two nearest communities to Hot
Springs are MNewport, ‘fennessee (anproximately 35 miles away with an
imemployment rate ot Z4 percent) and Asheville, North Carolina
{approximately 50 miles away with an unemployment rate of around 10
percent). How are these people going to buy their groceries, make ;heir car
and house payments, contribute to their community, and do the thingr we
consider to be parc of daily life?

41-167 0 - 85 - 13



190 .

the toll of personal suftering and sacrifice in Madison County, North
Carolina, and other parts ot the nation is severe and will increase unless
specltic action is taken now. ‘The time to act is now -- before the American

shoe industry is lost foreverl

1+ is extremely ditficule, if not impossible, for free enternrise in
this country to compete in an untree world market. The domestic shoe
intstry filed a r “ition for relief under Section 20t ot the ‘I'rade Act of
1976 and sought a comprehensive program to halt temporarily the tlood of
imports in order to give the industry time to become cumpetitive. I
supported that action strongly and urged the International Trade Cammission
to exanine the evidence submitted in sunport of the petition and to provide

the domestic shoe industry with its much-needed relief.

Hoever, the 1TC voted unanimously that the footwear industry is not
experiencing serious injury or tacing a threat ot serious injury from

impores.

I anm disappointed in the ITC's decision, and it is obvious that import
penetration will contime to climb iunless the Federal Government acts
respons ibly and steps in to grant relief. With this in mind, I co-sponsored
the American Footwear Act of 1984 (H. K. 5791). ‘'This legislation offers

fair and appropriate reliet to this important industry.

‘the aduinistrative avenue tor relief has failed, so Congress must act

to provide the necessary reliet to save the American shoe industry.

1 congrarulate vou, Mr. (haipsan, on holding these hearings and urge
you and your cuileapues to move expeditiously on this important matter

betore the Alerican shoe industry disappears.
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STATEMENT OF
CONGRESSMAN JOHN R. McKERNAN, JR.

SUBMITTED TO THE SENATE FINANCE SUBCOMMITTEE
ON INTERNATIONAL TRADE, JUNE 22, 1984; CON-
CERNING MEASURES TO PROVIDE IMPORT RELIEF TO
THE DOMESTIC FOOTWEAR INDUSTRY, PARTICULARLY
S. 2731, THE AMERICAN POOTWEAR ACT OF 1984,
AND AMENDMENTS TO THE TRADE ACT OF 1974.

I wish to ¢ d this sub ittee for undertaking a fair and

thorough examination of the issues facing the domestic footwear industry.
As an original cosponsor of the American Footwear Act in the House, I am
vitally interested in the proceedings of the subcommittee here today.

1 am convinced, also, that today's examination of the plight of the
domestic footwear industry will bring us to conclusions quite different
from thore recently expressed by the International Trade Commission in
its decisfon concerning the footwear 201 petition.

While it is important that our discussion of the imperiled footwear
industry not center on facts we 8ll know to be true, but rather on a more
clear. understanding of the issue at hand, the ITC's recent decision indi-
cates that certain facts cannot be stated enough: the American footwear
industry is endangered by an uncontrolled flood of foreign imports, and
it is time that Congress take steps to restore equity to this trade.

The most recent figures indicate that the domestic non-rubber footwear
warket has been all but totally captured by foreign footwear; 74X of all
such shoes sold in America are not made here. This hurts American workers,
and hurts the domestic footwear industry. Since 1981, some 27,000 footwear
related jobs have been lost, and many, many factories F-ve closed. This
trend has not been simply the fluctuation of an industry in recession, but
has been nothing short of the progressive disappearance of an important

American industry; I, for one, do not plan to stand by and watch this happen.
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\
Chairman Eckes of the ITC has assured us that the domestic footwear

Industry has suffered no "serfous" injury, since some of its member com~
panies have shown a modest profit, and since production and capacity have
risen in the industry in recent years. It is difficult to agree with
Chairman Eckes' assessment, however, when one reflects upon the actual
effects of imported shoes on the domestic footwear industry. Consider,

for example, that unemployment in this industry is still a* 18X, that

the closing of factori-s in hundreds of small towns has been devastating

to local economiﬁs. and consider most of all, that 'he gverall productive
capacity of this industry has been drastically depleted through the forced *
closing of factories., ® Without swift help, without immediate steps to
rectify the inequities of our footwear trading relationship with other
nations, the American footwear industry is going to continue to fade.

That just a few concerns in this industry have managed to survive the
unchecked flow of imported footwear "into this country is no argument that
the ir{dustry has not been injured by imports. 1 reject Chairman Eckes
assessment of what constitutes"injury", and I urge those at the hearing
today to helps us find constructive ways to address the real problems

faced b;( the American footwear industry.

N Perhaps the benefit derived from the ITC's footwear decision, is that
it so contradicts the available facts that there is developiang a groundswell
of new support for this troubled industry~-a reaction, if you‘vill, to the
denial of relief through the Trade Act of 1974. Today, $.2731, and its
counterpart in the House, H.R. 5791, offer us a new opportunity to obtain
Just relief for the footwear industry. By limiting imports of non-rubber

footwear to 400. million pairs per year (or roughly 50% of the domestic
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market), Congress would be creating a temporary relief perfod for

the American }ootwear industry, allowing it the fair competition ;t
needslto recover from recent adverse conditions. The proposals containéd
in the American Footwear Act of 1984 are fair ones. They do not seek to

indulge in "protectionism", they require only that Congress recognize

the serious injury that this industry has sustained, and give it the

time it needs to recover from that injury. By its efforts to modernize

~ and re-tool in spite of difficult condit*dns, the domestic footwear in-
dustry has shown'that it has the technology, mangagement, and workers

to rebulld its strength. I am a committed supporter of American footwear,
and I intend to see th;t this industry gets the relief it deserves. Con-
sideration of strategies for relief before the subcommittee today is the
next important step toward securing that relief. I thank the subcommittee

Members for their efforts, and for allowing me to submit this statement.

41-167 0 - 85 - 14
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" Tmuzrmonz 6606969

P1L.AR RIVER PLATE CORP.

8-10 TISTER AVENUERE
' NEWARK, NEW JERSEY 07105

QUEBRACHO . WATTLE . CHESTNUT . MYRABS . BUMAC . OAK ‘8 . TARA

BLENDS MADE YO YOUR ORDER

R.R.#1, Box 173
srooktierd, N.H, 03872
July 16, 1984

Mr, Roderiok A, DeArment, Chief Counsel
COMMITTEE ON FINANCE, Room SD-219
virksen Senate Office bBullding
Washington, D,C, 20510

Gentlemen:
RE: Subcozmittee on International wrrade, U,3,Senate rinance committee
_gﬁﬁﬁﬁﬁ:"fufﬂ&;!& {gn;rgsfdzouport reljef to the domestic non-
rubber footwear industry,” )
The following material contains my reaotion to the INTERNATIONAL ~
TRADE COMMISSION ruling of June 8, 1984 pertaining to the above subjeot
as well as my statement to the Uepartment of Defense and their con=-
oerned reply and reaotion as regards the future ability of the shoe
iand leather industries of the United States to meet military require-
ments, b '
It is interesting to note that the Department of Lefense has now
established a "Stendardization Program Problem” activity under their
assignment number CT-86-8430-S-01 to investigate " Shrinkage of the

v

Riohard L, Peokhan

U.S. Shoe Industry,

MANUPACTURXRE OF TANNING EITRACTA AND MATERIALS FROM ALL PARTS OF THR WORLD
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Twmsrnons 589.6969

PILAR RIVER PLATE CéRP.

8-10 LISTER AVENUE
NEWARK, NEW JERSEY 07103

J.QUEBRACHO ¢ WATTLE =+ CHESTNUT ¢ JMYRABS « SUMAC + OAK 8¢ o TARA

BLENDS MADE TO YOUR ORDER

R.R.#1, Box 173
Brookfield, N,K, 0387z
June 18, 1984

To summarize the inolosed letter:

1, The shoe industry of America is in dire need of import relief
in the form of a 50% "oap” on all imported leather footwear for its
basio survival,’

2, Senator Cohen of Maine has proposed l.egislation in congress
for the establishment of such an import quota "oap®,

3., Please support this legislation and any other efforts to
provide relief from the effeots of imports on the domestic shoe
faotories, ’

4, Because my personal livelihood and professional carwer are
threatened by the present plight of the domestio shoe faciories, I
hold the present federa} administration, Congress, and the Republiocan
Party responsible for the ourrent absencs of such import relief, If
no such proteotion is enaoted prior to the November 1984 national
olootibn. I shall no longgr support the Republioan Party nor its
candidates with either my vote or my money. In addition, I shall

urge others to do' likewise, ﬁ ‘ &W ’/"‘

Ri,;ohard L., Peokham

MANUYACTURERS OF TANNING RXTRACIA AND MATERIALS FROM ALL PARTS OF THR WORLD
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Wheh addressing the problems caused by the present levels of
imports into the UNITED STATES, we are not just talking about the shoe
and leather industries; we also have to consider what has happened to
our domestic steel, textile, rubber, auto, machine tool,electronls,
chemical, and ocopper industries in recent years, All have deorsased
domestio operations to the point that tne nation must depend on imports
to satisfy the tulk ot consumer demands, ‘this is a frightening
condition; especially, waem one vonsiaers what position tals nation
would oe put in theevent or a glooal oonfliot or other national emere
gency where the ipmort sourovs of supply were effectively out off or
successfully threatened, a8 & case in point, examine the Middle~
kast war between Lran and ireq, the errect on world-wide oil supply
imports, and the orisis attitude that ia building even now in the

U.S.A, because of possible future oil shortages, Multiply tais
situation ten or twenty fold and you have a condition whioch our economy
and our government could never survive,

we are not talking here or Nicaragua, or iebanon, or some other
far off international hot spot whers we pour in billions oi our anrd
surned dollars, We are talking about the survival of my jod, our
{pndustries, our workers, our esconany, and the rorm of government
under which we nave chosen to live, believe me- all are presently
seriously threatened by our over-dependence on imports.

No economy or nation oan long survive onoe it ceases tuv manuraoture
or grow commodities whioi uave value on the open market. This 1is
our tax base, This is our "Gross nation yroduot®, This is what the
ngervioe" segment of our eoconomy is dependent upon, with no Jobs to
provide paycheoks, oitizens cannot pay taxes or buy oonsumer goods-
domestio or imported, .

Please support the import "cap” bill and any other such legislation.

LET'S SAVE AMERICA,
731& p}ﬂ/ 2 :

Hichard L. Peokhum

60: Pres, Ronald Reagaen
Mr, ¥rank rehrenkopf
Sen, Gordon Humphrey
Sen, Warren Rudma
Congressman NOIm D'Amours
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OEPARTMENT OF DEFENSE

STANDARDIZATION
YROGRAM ANALYSIS

8430 Footwear, Men's
FSC CLASS: 8435 Footwear, Women's

' FISCAI. YEARS : 1985, 1986, 1987 1988, 1989
'APPROVED: UJULY 1984

. POINT OF CONTACT FOR INFORMATION !
// , Frank Plecyk :
séx Jr., LTC, USA (218) 982-3015 AUTOVON 4443015

WILLIAM 0. MORAL STANDARD!ZAT!ON SECTION

R
& TEXTILES ppsc-rrps 800 8. 20th Street
OEFENSE PERSONNEL SUPPORT CENTER LADELPHIA, PENNSYLVANIA 19101.

| ASSIGNEE ACTIVITY: UEFEISE PEISONIIEL SUPPORT CENTER - CT

PARTICIPATING ACTIVITIES: )
ARMY — USA NATICK RESEARCH & DEVELOPMENT CENTER
NAVY- USN CLOTHING &TEXTILE RESEARCH FACILITY

. AIR FORCE- USAF CLOTHING&TEXTH.E OFF ICE (AFLC)
DOD/GSA INTEGRATED MATERIEL MGR DPSC

INDUSTRY ASSOCIATIONS/SOCIETIES:
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I. EXECUTIVE SUMMARY.

Pederal Supply Ciasses (PSCs) 8430 and 8435 cover men's and
women's footwear, including rubber, athletic and safety footwear.

: An opportunity involving the use of fiberglass shanks in lieu of

steel shanks in military footwear is progressing well. Specification
Preparing Activities are revising or amending documents to allow the
yse of fiberglass shanks as an alternate method of construction where
‘ lppl;::blo. Projected completion date for this opportunity is 4th Qtr
Y1l . )

Two opportunities involving the elimination of nonstandard items
in PSC 8430 and 8435 have been successfully completed. .

— In the course of soliciting comments for the PY 1985 program h

analyses, attcs¥¥naq,gggllng_u1;h potential material

| shortages as well as loss of manufacturing availability was received, -
; rom the American Leather Chemists rssociation (ALCA). Since it {

Elgtactical to print the entlrfe Teézly, the salTent points are given
elovw:

1. In the event of a national emergency, neither the
shoe nor the Leather Industries could produce sufficient product to
satisfy both military and civilian demand.

2. Nearly 600 million pair of shoes or 70% of annual
domestic sales were imported in 1983. )

t
L 3. 'The two largest import sources are distantly located,
I i.e., Korea and Tajwan. .

|
|

4, Since World War 1I, upwards of two-thirds of U.S.
shoe factories and capacities have been lost along with their skilled
work . force, -

S. One half of U.S. leather tanneries pave closed due to j
the loss of the shoe factories. The following quote from the response
tells the story "Present government policies have created an economic
system and market environment which has bankrupt and virtually

! destroyed our domestic shoe and leather industries. Should this trend

! continue as a result of these policies, we will soon find it necessary
to either import military footwear or establish government shoe

l_tactories to meet even our peacetime military requirements.®

3 While tgesé comments were made by an Industry association, they
| are ificant enough to warrant the establishment :

.%iﬂﬂ kL 1C of 3
standardization program problem for which activity will be reported in
future issues of this document. The problem number assigned is,
LT-86-8430-5-01, shrinkage of the U.S. Shoe Industry,
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R.R.#1, Hox 173
Brookfield, N, 0su72
June B, 1954

L%, Col, s ixldan ¢, Morricon, Ir,

DePINCL LUCLETICS ALY

Headguerters, Defense Personnel Support Center
2800 Louth 20th Street

Fhiledelphia, rennaylvinin 19101

Attn: LrLU-TYS

Deay Sir:

The inclosed statenent 18 intended as » comrent on paragraph
b, sections (1) and (3} of viur letter of april £0, 1084, Subject:

[
“Standrrdixetion Progrem anulyeds in Federsl Supply Groups di and 4,
and federel Supply Clrsg (r¥uC) 7210,

\“thile the ctatement is general in nuture and not speoifio to the
audbject cutegories of rederul upply GLroups ang ulusaes,'it i3 pertimuit
to the future availrbllity and rorecact of proourement of jilitary
footwear vhich falls within your uree of interest and responsidlity,
1 belicve my views therein refleot the prevailing pr@fila of anxiety

being experienoced and expresred by both the domestio shoe nnd leather

industries,
tincerely yours,
- 1Y
/ . o "
4
iicherd L, Feokhum
inol: -5 Chmn, ALCa upec, jtev, Lomx,
oys: ALCA
Mia

AdJidnr
Senator Llumphrey
Jeantor Rudmen ,
Rsp, D'Amours
TCA
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kither no one i3 listening or no one oures, but the faot is that
in the event ef a nutional emergency, neither the shos por the leather
‘"A; industries could pu;uibly produce auffioient product to sutisfy beth
A sthe needs of the militery and the civilian population of the United
Btates,

¥rom the inclosed dnte gruphs asupplied by the TANNER3 COUNCIL OF
. AMEICA, 1t osn be scen that neesrly 800 million pair of shoes or about
70% of ell the annual shoe sales in the United States are imported. In
addition, the two largest import sources are syategioally oritiocal in
that they ere distuntly loosted in the far-enst le,.. hores und Taiwen,
Fectually, eince Vworld var 11 mnd the Korean Var, upwards ol: two-

thirds of our shoe featories und their production oapaoity have boon
lont ond closed; with in addition, the loss of their equipment apd
trained ludbor force, /ilso, in the sume time frame, one half of our

leather tanneries have been closed - never to be reopensd - due to

those losses in domestic murkets - the olosed shoe fuotories,.

The demise of both the shoe and leather industries has bean caused
bf the effect of leather footwear imports,

One oan neither blune the shoe companies ( low wholesale prices)
' noy the comeumers (low retail prices) for patronizirg and encouraging
the impaot of imports on the domentio mnrket, However, one nmust
censecucntly reflicot on the economic system end politiocel polioies
of our government which sre blatantly designed to encourage and support
the importntion of lesther footwesr - pupposedly to support the soone
onies of emerging Third .orld Countries, are Itnly, Tuiwan, ®pain,
Braril, and koree backward Third i'orld Countrles ? Wwith their modera

industriul capucities, 1 thdnk not,
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in sum, our present gfovennment polécies heve crented un ecomomic
system and market enviromment whioch has benkrupt and virtually
destrayed our domestic szhoe und leather industriesj thus ‘opriﬁn ouy
sountry of the sbility to produce footwear for our nu.itu-y ostablish~
meat in the evest of » nationnl emergendy, Should this trend contimue
#8 a result of these pclioies, wo will soon find 1t necessary to eithar
import militery footwenr or estadblish government shoe feroteries to meet
even our pecce-time milltary re.uirements, The Depertment of Defense
mst seriously consider these fucots and tha_ir consecuences, or bear
full responsibility for the resultant orisie in proeurement of military
fothvenr, ' ‘

ldchard L, Peoklhum
June 5, 1984 .
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SHARE OF NONRUBBER FOOTWEAR IMPORTS
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RETAIL INDUSTRY [RADE ACTION (OALITION

STATEMENT BY THE RETAIL INDUSTRY TRADE ACTION COALITION
FOR THE SUBCOMMITTEE ON INTEPRNATIONAL TRADE
COMMITTEE ON FINANCE
UNITED STATES SENATE
FOR HEARINGS HELD'ON JUNE 22, 1984

This statement is submitted on behalf of the Retail

Industry Trade Action Coalition (RITAC). RITAC would like

) to take this opportunity to expresé its grave concern over

. legislation (S. 2731) now before this committee., é..2731
would override a recent decision by the United States International
Trade Commission and impose quotas on non-rubber footwear

\ reducing imports by 31% from 1983 levels. RITAC is completely
opposed to this legislation and any other measure that
would impose restrictions on imports of non-rubber footwear.

RITAC was formed in order to represent the United
States retail industry on all mattere involving international
trade policy and laﬁ. It consists of the chief'executive
officers of 20 retail firms and 8 national retail associations.
Its exccutive committee chairman is William A. Andres,
Chairman of the Board of the Minneapolis-based Dayton Hudson
Corporation. Former J.C. Penney chairman Donald V. Seibert
of New York is the Vice Chairman.
The retail industry is a significant segment of the

American economy. It consists of 2 million establishments,
most of them small busiﬂesses. It employs over 16 million
employees, ¢r 15 % of the American workforce. Its sales
in 1983 totaled more than $1 trillion, the equivalent of
almost one-third of the United States Gross National Product.

The retail industry is built on a single concept --

International Square, Suite 400 {J 1825 Eye Street, N.W. [J Washington, D.C. 20006
(202) 429-2015
Telex 440557 BRCORP
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it is the customers' purchasing agent. We buy goods for
the American Consumer. Their jinterests are our interests.
We stand or fall together.
As the voice of the American retail industry on international
trade, RITAC is concerned about the drastic effects of
the 31% cut in imports mandated by S. 2731. A recent study
by the noted economist, Dr. William R. Cline, found that
a cut of even 20% would cost the American consumers $2
billion annually; it would increase prices generally by
13%; and it would decrease consumption by nearly 3%. S.
2731 proposes an even greater, and therefore coscliec,
cut in footwear imports. Again, in the event of a 20%
cut in footwear imports the total cost to consumers would
be at least $10 billion over 5 years. The interests of
American cansumers would clearly not be served by S. 2731.
It is RITAC's position that the question of protecting
the U.S. footwear industry was @isposed of by the U.S. International
Trade Commission (ITC) when it voted unanimously (5 to 0)
on June 6, 1984, to adopt a finding that imports were not
causing injury to that industry. Congress established
the ITC to handle just such issues in an objective and
rational fashion. Enactment of S. 2731 would undermine
the integrity of this system, it would ignore the actual
condition of the American footwear manufacturing industry
and it would be contrary to the interests of the American

people.



The footwear industry's call for protection at this
time clearly reflects the wrongheaded nature of arguments
for protectionism generally. The cost of such protection
to American consumers has been well documented. However,
members of Congress should also consider the cost of retaliatiéh
that such protection would inevitably bring. Such retaliation
from our trading partners will cost American jobs and will
hurt those American industries that are most dynamic and
competitive internationally. In addition, the domestic
footwear industry is asking for protection at a time when
the industry is extraordinarily profitable. The Volume
Footwear Retailers of America provided data to this subcommittee
showing that non-rubber footwear manufacturers have b;en
more profitable than U.S. manufacturers as a whole for
each of the last four years. Given these circumstances,
no argument for protection can be compelling.

The domestic non-rubber footwear industry has raised
the jobs issue. RITAC is critically concerned with questions
of employment in this country. It is precisely for this
reason that RITAC opposes S. 2731 and other forms of protectionism.
Total growth in employment in the retail sector from 1978
to 1983 was 6.3%, or 1.2% on an annualized basis. This
job creation by the retail sector is faster than any other
sector and the trend is continuing -- for retailing and
for other growth sectors. Ironically, when the subject

of Hobs and trade comes up, one hears only of "saving”
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jobs in certain ailing or uncompetitive industries through
import restrictions -- not of creating jobs in our dynamic
and competitive industries. There is growing evidence
that protectionist measures "save" jobs only at the expense
of jobs that could have been created elsewhere.

For these reasons RITAC urges the Subcommittee on
International Trade of the Senate Finance Committee to

reject S. 2731,

William A. Andres
Chairman, Executive Committee
Retail Industry Trade Action Coalition
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AMERICAN ASSOCIATION OF EXPORTERS AND IMPORTERS, FOOTWEAR GROUP

WRITTEN COMMENTS ON S. 2731,
THE AMERICAN FOOTWEAR ACT OF 1984
(HEARING: JUNE 22, 1984)

SUBCOMMITTEE ON INTERNATIONAL TRADE

The American Association of Exporters and Importers,
Footwear Group ("Footwear Group”) is of the view that it would be
bad puﬁlic policy for the United States to legislate import
quotas. Through section 201 of the Trade Act of 1974, the United
States has established unbiased procedures for determining
whether import relief, such as quotas, should be applied. The
statute establishes the criteria to be considered in determining

whether to impose import relief.

As part of the process, it charges the United States
International Trade Commission with the responsibility of
determining whether a domestic industry has been seriously
injured by imports. The Commission is an unbiased body not
dominated by any one political party. On a daily basis, it

conducts investigations on all areas of international trade.

The recent decision of the Commission on nonrubber
footwear is a well-reasoned determination fully consistent with
law and the economic and financial state of the domestic footwear
industry. The Commission probably is more knowledgeable about
the footwear industry than any other official body. It has
1nveatig&ted this industry at least five times in the last
decade. . A review of the decisions in each of these
investigations shows the steady progress the\industry has made as

it has adjusted.

41-167 0 - 85 - 15
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Adjustment is the purpose of section 201. Section 201
was not enacted to preserve the status guo for a domestic
industry by giving that industry permanent protection. Rather,
it was designed to give temporary relief to those industries
which need it to adjust to import competition. Once such
adjustment has taken place, however, relief should no longer be

continued.

Naturally, every party to a gection 201 proceeding has
-1ts own opinion as to when relief is no longer needed. This is
the reason that that responsibility has been given to an
independent body, such as the Commigssion, free of the political

arena. The Commission has undertaken this responsibility in a

highly professional manner. Its record for finding injury or not
speaks for itself. Likewise, in the most recent footwear

investigation, the Commission's written decision speaks for
itself.
\

Accordingly, the ?ootbear Group respectfully requests

the Committee to reject S. 2731.

Herbert C. Shejley

Plaia, SchaumdWerg & deKieffer,
Chartered .

1019 19th Street, N.W., PH-II

Washington, D.C. 20036

(202) 785~4200

Counsel for the Footwear Group
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STATEMENT OF ELAN IMPORTS, INC,, TO THE
UNITED STATES SENATE CﬁﬂﬁIfTEE ON F1
NANCE, SUBCOMMITTEE ON INTERNATIONAL TRA

N -
2 DE

RE: HEARING ON IMPORT RELIEF FOR THE UNITED STATES
Of AR _INDUSTRY, JUNE 22, 1987
TO: CHATIRMAN JOHN C. DANFORTH and MEMBERS OF THE

SUBCOMMITTEE ON INTERNATIONAL TRADE

On June 6, 1984 the United States International Trade

Commission determined unanimously that footwear was not being

imported into the United States in. such increased quantities as

to be a substantial cause of serious injury, or the threat

thereof, to the domestic footwear industry of the United States.

Sentate Bill 2731, the American Footwear Act of 1984 and amend-

ments te Sec,

201 of the Trade Act of 1974 has now been sub-

mitted, the practical intent thereof being to limit importation

of footwear to fifty per cent of domestik consumption,

The determination of the International Trade Commission

resulted from a extraordinarily thorough investigation which

culminated in a three day hearing before the Commission in May

of this year.
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It was recognized that imports had been increasing since
the removal of the orderly marketing agreements. The question
presented to the Commission and certainly of relevance to this
Committee is the impact of those imports upon the domestic in-
dustry. The sum total of all the data reflected a rather clear
conclusion that the domestic footwear industry was not suffering
serious injury. It was reflective of the fact that firms
representing the vast majority of domestic production were
surprisingly profitable in their domestic manufacturing opera-
tions alone. Furtber, employment has stabilized while produc-
tion capacity declined only slightly. It was also found tha;
the large increases in imports were at the low end of the market,
a good portion of which represented a type of footwear which
domestic industry had consciously chosen not to produce,
primarily because of its labor intensive nature in relation
to its profitability. On the other hand, it was equally
apparent that the domestic industry is relatively strong in the

middle and upper end of the market.

It should be noted that the strength of domestic indus-
try in the middle and upper end of the market has resulted
in imports continuing to account for less than half of U. S.

consumers' expenditures for footwear.
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The domestic industry has historically been characterized
by low barriers to entry and exit which has led to a history of
plant closings regardless of the imposition of import relief.
In fact, during a period of import relief in 1980 and 1981, plant]
closings reduced capacity by some 20,000,000 pairs of shoes
annually, while closings after import relief in 1982-83 resulted

in a loss of capacity of only 4,000,000 pairs.

The domestic footwear industry.today is a dichotomized
inddstry. Those firms which manufacture 707 of domestic pro-
duction have maintained their capacity utilization rate since
1979 and have shown a corresponding substantial level of net
profit. For example, firms which produce over 4,000,000 pairs
annually and account for 53% of domestic production, showed
ratios of net operating profit to net sales of 7.9% in 1979,
11.2% in 1981, 11.9% in 1982, and 11.2% in 1983, Actually it
can be stated without hesitation that those firms which repre-
sent 85% of domestic production are financially healthy in
today's competitive environment. It is only those basically
smaller firms which represent the balance of 157 of domestic
production which show any real indicia of injury. Historically,
it has been the smaller firms which have been responsible for

the substantial incidence of entry and exit from the industry. |
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It must, therefore, be clearly understood that this segmént of
the industry has always been marked by financial problems, clos-
ings, and the consequent unemployment which at times tends to
skew the statistics when they are read in light of the total

industry.

Unemployment in the industry dropped from a high of
41,000 in 1982 to a level of 37,000 in 1983. During the period
of 1979 through 1983 the compensation to production and related

workers increased by 31% from $4.79 to $6.27 per hour.

Further, it is those firms ;hich count for a large
portion of the U. S, nonrubber footwear production which are
also responsible for a large portion of the total imports and
at the same time are the most profitable. Therefore, one can
only conclude that domestic manufacturers do not import foot-
wear that compete directly with their own lines, but, rather,
import tc compliment their production, and this usually means

footwear that cannot be economically produced domestically.

It is with this backdrop that Senate Bill 2731 must be
viewed. Enactment of import quotas can only result in benefit-
ing the most profitable producers while minimally aiding those
marginal firms which have traditionally demonstrated a high

level of industry exit while at the same time penalizing the
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American consumer from the standpoint of denying the consumer
a competitively priced product. Further, sheltering the few
profitable firms can only cause distortion in the market place
and ultimately, as experienced during the 1980-81 period of
import relief, result in ultimately higher priced imported

footwear at an unconscionable cost to the American public,

In conclusion, the domestic footwear industry as
measured by the normal indicia of industrial health - employment,
production and profitability - does not merit tle type of
drastic relief envisioned by Senate Bill 2731,

We would, therefore, encourage the Committee to defeat

this unneeded legislation,

Respectfully submitted.

Y

ELAN IM'B )RTS, INC.

w22el 7] Za 2

2 Fred B. Hunt Jr.

: Corporate Counsel
202 First National Bank Bldg.
P. 0. Box 169
Shelbyville, TN 37160
615-684-4611

o
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U.S. Council for an Open World Economy

INCORPORATED

7216 stafford Road, Alexandria, Virginia 22307
(202) 785-3772 .

Statement submitted by David J. Steinberg, President, U.S. Council
for an Open World Economy, to the Subcommittee on International
Trade of the Senate Committee on Finance in a hearing on import
relief for the U.S. nonrubber footwear industry. June 22, 1984

(The U.S. Council for an Open World Economy is a private, non-
profit organization engaged in research and public education on
the merits and problems of developing an open international econ-
omic system in the overall national interest. The Council does
not act on Lehalf of any "special interest".)

Although it is right and proper for appropriate Congressional
committees to concern themselves with the problems of U.S. indus-
tries, it is essential that Congress concern itself with such
matters in the right and proper way. The scope and direction of
the present hearing -~ focusing on measures to provide import
relief for the nonrubber footwear industry in the face of a
5-0 decision of the International Trade Commission rejecting the
industry's claim of serious injury from imports -- constitute a
poorly conceived course of action which serves neither the national
interest nor the best interests of the industry and those who de-
pend on it for all, most or much of their income.

Highlighting the proposed remedies are S.2731 (the American
Footwear Act of 1984, limiting imports of nonrubber footwear to
400 million pairs per year) and S.2845 (amendments to Section
201 of the Trade Act of 1974 to clarify the standards for import
relief in the hope of ensuring injury findings in cases like the
recent footwear case). S§.2731 should be rejected as outright
protectionism in the full, discredited sense of the word. S.2845
should be rejected as tendentious tinkering with the "escape clause",
and a far cry from the kind of "escape clause" reform that is needed.

Recourse to legislatively imposed import control would dis-
tort the process of orderly, objective handling of industry claims
of serious injury from import competition -- a process assiduously
sought in U.S. trade legislation over a long span of years. Seek-
ing "orderly trade” in nonrubber footwear, S.2731 is a disorderly
device that would impair prospects for high standards of due pro-
cess of trade-policy law. .

As for reform of Section 201, what is needed is not looser
standards for import relief but utilization of the import-relief
proceeding as the vehicle for determining what if any forms of
government assistance {(not limited to import restraint) may be
needed, whether or not there is a finding that imports have caused
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or threaten serious injury. Inter alia, the International Trade
Commission and appropriate executive agencies should assess the
impact of statutes and regulations materially affecting the in-
dustry's ability to adjust to import competition to determine

if there are any inexcusable inequities. Any such inequities
should be corrected forthwith as one component of coherent gov-
ernment attention to the real problems of the industry. Reform
of 201 should require the petitioning industry and its work force
to produce a prospectus of commitments they are prepared to make
-- as part of a coherent redevelopment strategy -- to help ensure
emergence of a viable industry in a rapidly changing world. Wheth~
er or not there is a finding of seriocus injury from imports, the
case should go to the President for him to determine what if any
government assistance of any kind is needed and appropriate to
help the industry which had deemed its problems serious enough
to warrant a plea for government assistance.

I have long criticized the ITC for not undertaking this
kind of reform, even without a legislative mandate to do so.
The law does not prevent such innovation. I have urged the Pres-
ident to be equally innovative along these lines. Neither the
Commission nor the President has moved to this new frontier in

this policy area.

Current Congressional attention to the footwear industry,
reflecting pique at the latest ITC decision concerning this in-
dustry, portends protectionism in its simplistic concentration
on import restriction to the neglect of other measures that more
constructively address the real problems and needs of this in-
dustry. Congress must cast aside the old, discredited forms of
Congressional attention to the problams of our weaker industries.
To do this most effectively, it should require the ITC and the
President to act more responsibly and more productively in their
respective areas of responsibility in these trade issues. Pend-
ing reform of Section 201 along the lines I have advocated, Con-
gressional committees should be more circumspect in their concern
with the problems of industries that may need but are not getting
adequa:e government response to problems that deserve government
attention. .
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BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
U,S. SENATE FINANCE COMMITTEE

COMMENTS OF THE GOVERNMENT OF ARGENTINA
THROUGH ITS ECONOMIC COUNSELLORS OFFICE
REGARDING IMPORT RELIEF FOR THE
U.S. NONRUBBER FOOTWEAR INDUSTRY

HEARING DATE: JUNE 22,1984

I.  INTRODUCTTON

The Government of the Republic of Argentina, through
its Economic Counsellors Office, wishes to take this
opportunity to state its firm opposition to the current
import relief petition (quotas) for the U.S. footwear

industry. —

As a preliminary matter, it is believed that if there
is indeed any injury relating to imports, it does not result
from the allcleather dress shoes of the kind exported from
Argentina.” It is further believed that any existing injury
is primarily caused by factors other than imports, including

major shifts in market demand. Although the United States
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ioo:wear,{ndustry has undergone substantial testrﬁcturing
" over the past several years, it is today a strong and highly
profitable.industry which has adapted to the international

marketplace.

II. THE U.S. FOOTWEAR INDUSTRY IS NOT INJURED BY THE
ALL-ﬂEATHER DRESS SHOES IMPORTED FROM ARGENTINA

The products shipped from Argentina, clearly do not
pose an import threat to the U. S. industry. As established
in the Section 201 investigation, over 70 percent of the
men's and children's leather dress shces sold in the United
States are purchased from domestic manufacturers. The U.S.
producers of these shoes which compete with this category of
products are economically healthy and cannot be said to be
injured. It would be unfair to include in any injury

determination imports of such products.

III. IMPORTS ARE NOT A SUBSTANTIAL CAUSE OF ARY INJURY TO
THE DOMESTIC INDUSTRY

To the extend that there may be any injury incurred by
the domestic industry, it is the result of factors unrelated
to imports., Major shifts in market demand, resulting from

the evolving American life style and fashions, have vastly
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overshadowed any other cause of injury or possible injury.
For example, athletic footwear has climbed to approximately
28 percant of total footwear market, from only 18 percent in
1977. Also, retail merchandising has substantially changed,
magnifying in many respects the shift to casual and
lower-cost footwear. Such shifts in the market must be
recognized as a cause distinct from that of imports

themselves.

IV. THE U.S. INDUSTRY HAS FULLY ADAPTED TO THE
INTERNATIONALIZATION OF THE FOOTWEAR MARKET,
IS ECONOMICALLf HEALTHY, AND IS NOT IN NEED OF
PROTECTION

Since February of 1976, the U.S. footwear industry has
gone to the International Trade Commnission four times
seeking import relief or extension of import relief pursuant
to Section 201 of the Trade Act of 1974, The restructuring
of the 1ndu;tty, which began well before 1976, has resulted

in a healthy industry fully adjusted to imports.

Certainly there has been a certain consolidation and
restructuring within the domestic industry. Producers were
eased into that process of evolution and adaptation by prior
import relief, and to the extend that it may still be

underway, it is simply the action of any healthy industry in
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which normal free market forcer are at work. Some U.S.
firms have indeed shut their doors, but at least 27 new U.S.

manufacturing facilities have opened in the last two years.

The improved profit performance of the U.S. industry is
wellVdocunented elsewhere, demonstrating unquestionably that
the industry has adjusted successfully to import )
competition. The ratio of average net operating profits to
net sales was 7.8 percent in 1983, up from 7.6 percent the
year before. Not only are recent profit levels much higher
than those of the U.S. industry in past years, they.are also

greater that those for most other U.S. industries.
V.  CONCLUSION

In conlusion, the U.S. nonrubber footwear industry has
enjoyed one period of relief and has emerged from that
period as a healthy sector of the economy which is not
suffering from serious injury caused by increased imports.
1f that industry is suffering from any injury, that injury

is caused by factors unrelated to imports.

The imposition of quotas or other limitations would be

unfair to efficient countries.

O



