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UNITED STATES TARIFF COMMISSION
Washington, D.C.

March 31, 1972

In the matter of an investigation
with regard to the importation

and domestic sale of certain panty
hose

Docket No. 25
Section 337

Tariff Act of 1930, as amended

M WM WD

INTRODUCTION

On January 30, 1970, Tights, Inc., of Greensboro, N.C., herein-
after referred to as complainant, filed a complaint with the U.S.
Tariff Commission requesting relief under section 337 of the Tariff
Act of 1930, as amended (19 U.S.C. 1337), alleging unfair methods of
competition and unfair acts in the importation and sale of certain
panty hose. Complainant alleges that its U.S. Patent No. Re. 25,360 ;j
covers panty hose made with a U-shaped seam, and that the importation
and sale of such panty hose by Charles Department Store, Asheboro,
N.C., and Brown Hosiery, New York, N.Y., among others, hereinafter
referred to as respondents, have the effect or tendency to destroy or
substantially injure an efficiently and economically operated industry
in the United States.

Notice of receipt of the complaint and the initiation of the pre-

liminary inquiry was published in the Federal Register (35 F.R. 3139)
on February 18, 1970. Interested parties were given until April 1,
1970, to file written views pertinent to the subject matter. Upon

written request of one of the named respondents, the Commission

1/ A copy of the patent appears in appendix B.



extended the time for filing written views until June 1, 1970. Copies
of the complaint, the notice of investigation, and the extension of
time for filing wr;tten views were served upon all known interested
parties. One domestic producer and one selling agent for domestically
produced panty hose submitted views.

The Commission conducted a preliminary inquiry in écéordance with
section 203.3 cf the Commission's Rules of Practice and Procedure
(19 CFR 203.3) to determine whether a full investigation was warranted
and, if so, whether it should recommend to the President that a tempo-
rary exclusion order be issued pursuant to 19 U.S.C. 1337(f). The
standard adopted by the Commission for deciding whether the issuance
of such an order should be recommended (as indicated to the parties by
letter notice) is (1) whether a prima facie showing of violation of
section 337 has been established and (2) whether immediate and sub-
stantial harm to the domestic industry would result if a temporary
exclusion order was not issued.

Upon conclusion of the preliminary inquiry, the Tariff Commis-
sion, on March 24, 1971, gave notice of ordering a full investigation.
t also agreed to recommend tc the President that he issue a temporary
exclusion order to forbid entry into the United States of panty hose
embraced within the claim of U.S. Patent No. Re. 25,360, in accord-
ance with the provisions of section 337(f), until the investigation

ordered is completed. ;/ Commissioner Sutton dissented from the

1/ Chairman Bedell, Vice Chairmen Parker, and Commissioner Young did
not participate in this decision because they were not members of the
Commission when the determination was made.
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recommendation that the President issue a temporary exclusicn order

Notice of the full investigation was given in the Federal Register

=

(36 F.R. 5821) on March 27, 1971.

A public hearing was held on August 10, 19

-
{

1, and, after recess,
was resumed on September 8, 1971. Notice of the hearing was given in

the Federal Register (36 F.R. 13071) on July 13, 1971, and notice of

the resumption of the hearing was given in the Federal Register

(36 F.R. 15769) on August 18, 1971. Copies of the notice of investi-
gation, notice of public hearing, and notice of resumption of the pub-
lic hearing were served on all persons known to be associated with the
importaticn, sale, or use of the imported panty hose.

On February 17, 1972, the President directed the Secretary of
the Treasury to enforce a temporary exclusion order against imports
of penty hose menufactured in accordance with the claims of U.S.

Patent Nos. 2,826,760 and Re. 25,360. The notice of this restriction

of importaztion was published in the Federal Register (37 F.R. Lis56)




AND RECOMMENDATION OF THE COMMISSION'L/

ticn of section 337(a) of the Tariff

iz of competiticn and unfair-acts in the

snd sale of panty hose manufactured in accordance with

“ztent No. Re. 25,360 owned by complainant Tights,

Tnic., the effect or tendency of which is tec destroy or substantially
injdure an industry, "iciently and economically operated, in the

Lccordingly, the Commission recommends that, in accordance with

cf 1830, the President direct the

Tressury to instruct customs officers to exclude

i

the United States panty hose manufactured in accord-

the cleim of U.S. Patent No. Re. 25,360 until expiration

of the petent, except where the importetion is made under license of
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COMMISSION'S FINDINGS

On January 30, 1970, Tights., Inc., of Greensboro., N.C.
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petition with the U.S. Tariff Commission under se
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Tariff Act of 1930, asking that the Commission recommend tc the
President that certain panty hose be permanently barred from entry
into the United States.

Section 337 of the Tariff Act of 1920 declares unlawful unfair
methods of competition and unfair acts in the importation of articles
into the United States, or in their sale by the owner, importer, con-
signee, or agent of either, the effect or tendency of which is {(a) o
destroy or substantially injure an efficiently and eccnomically
operated domestic industry, or (b) to prevent the establishment of
such an industry, or (c) to restrain or moncpolize trade and commerce
in the United States. 1/

The relevant facts are as follows: Tights, Inc., is the owner

of U.S. Patent No. Re. 25,360 which was originally issued on March 108,

1958, and expires in March 1975. The patent relates to 2 unitary gar-

ment which serves as stockings and underpants. Tights, Inc., has

effective during the life of the patent. Largde numbers of U-seamed

panty hose began entering the United States in 1969 and have continusd

1/ The effect or tendency of unfair practices to prevent the
lishment of an efficiently and economically cperated demestic
r to restrain or monopclize trade and commerce are not at is
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to enter ever since. The imported U-seamed panty hose are in direct

competition with those being produced in the United States by producers

licensed under the patent.

Unfair Act

First to be considered in an attempt to apply section 337 to a
fact situation is whether there is the reguisite unfair method of
competition or unfair act. In the past, the Commission has consis-
tently held (and has been upheld upon court review) that the unauthor-
ized importation of articles or sale of such articles made in accordance
with a valid U.S. patent is an unfair method of competition or unfair
act within the meaning of section 337. 1/

The Commiscion has viewed and examined the imported U-seamed panty
hose along with the U-seamed panty hose being produced domestically
under the patent.

The imported panty hose are formed through the use of a U-~-seam
as claimed by the patent. We find that the imported U-seamed panty
hose are made in accordance with the Tights patent and that the im-
portation of these panty hose into the United States constitutes an
unfaeir method of competition and unfair act within the meaning of

section 337.

on Clemm, 13 C.C.P.A. (Customs) 56, 229 F.ad Lu1, kb3

jon Co., 22 C.C.P.A. (Customs) 1L9, T1 F.2d L58, L6és

e Horthern Pigment Co., 22 C.C.P.A. (Customs) 166,

£ (103k), See also Prischer & Co. v. Bakelite Corp.,
s} hol, 30 F.2d 2L7, 260, cert. denied 282 U.s.




Effect or Tendency to Injure

Having found that the importaticn of U~seamed panty hose consti
tutes an unrair method of competition and unfair act within the mean-

7

ing of section 337, we must now consider whether the "effect or
tendency"” of the importation is "to destroy or substantially injure"

a domestic industry. The domestic industry is composed of the patent-
ee and the domestic facilities of its licensees engaged in the
manufacture of U-segmed panty hose. ;/

U~seamed panty hose have been imported into the United States in
large quantities since 1968. These U-seamed panty hose have been
consistently sold at prices lower than those of the domestic industry.
The sales of imported U-seamed penty hose have been substantial when
compared with licensed domestic sales of such panty hose. The sales
of the unesuthorized imports represent a loss of potential sales to the
domestic industry and loss of potential royalties to Tights, Inc.--
those due on unauthorized imports and those from former domestic
licensees which refuse to pay royalties on account of unauthorized
imports. While unauthorizeg imports of U-seamed panty hose dropped

in 1970 from their peak in 1969, they have demonstrated the ability

toc sell

V)

t prices below those of such panty hose made by the domestic

industry and to achieve a2 substantial penetration of the U.S. market.

l/ Commissicner Sutton holds that the domestic industry is composed
f the domestic *ac;lltles of the licensees of the patent engaged in
the manufacture of U-seamed panty hose.
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increase in the first

1970, there is no reason

losed that the domestic in-
Ly operated. The domestic indus-

ficient manufacturing equipment and continues

eguipment and procedures when available.
It is cliear o us from the evidence that the effect or tendency

ts in the importa-

ure an efficiently

In view cof the foregeing, we conclude that all of the require-
ments of sectlon 357 have besn met; and, therefore, we recommend that

the the Secretary of the Treasury to exclude from
entry the United hose enbraced within the claim

of .8, Patent No. Re. 25,360 until expiration of said patent, except

is under license cf the registered owner.



ARTICLES UNDER INVESTIGATION

Panty hose are a garment for women and girls which are used in
lieu of separate panties énd hose. Panty hose became popular with
the advent of the miniskirt.

Panty hose are made in numerous styles and grades. They differ
in the sizes and types of yarns used (e.g., rigid versus stretch
varns), the closeness or openness of the knit construction, the fit
and size of the leg portions (boarded versus unboarded), and the
method of assembly.

Many panty hose are made from two elongated "stockings" known as
panty hose blanks, which are usually produced on a circular hosiery
machine. The stockings are slit from the top part way down the leg,
and the cut edges are sewn together to form the top or panty portion
of the garment. In the patented method, the top parts of the two
blanks are slit and sewn together along the slits in a continuous
U-shaped seam, forming the panty portion of the garment, withoﬁt a
separate crotch piece or extra panel. The U-shaped seam covered by
the patent can be detected by external examination of the garment.
In other methods, a diamond-shaped gusset or triangular baék panel is
inserted between the slits in the two stockings. These panels are
claimed by some producers and importers to provide better fit and
comfort than the U-seam method.

Panty hose are also made by attaching the hosiery portion to
preexisting panties (either permanently or on a replaceable basis);

they are also made by a single knitting operation, without any seams,
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Morganton Hosiery Mills, Inc., Variety Knitting Co., Rice Hosiery
Corp., Pretty Polly, Ltd., Hamilton Lingerie Co., Lid., The loveble
Co., Dependable Marketing Agency, Ltd., Bear Brand Hosiery Co.
Indian Head Hosiery Co. Kayser-Roth Corp.., a licensee when the com-
plaint was filed, cancelled the licensing agreement effective

August 1, 1970.

Claim of U.S. Patent No. Re. 25,360
The patent contains only one claim. 1/ Element (a) provides for
a single garment which is a combination panty and stockings. Element
(b) calls for the use of a circular knit pair of seamless stockings.
These stockings have foot, leg, and welt 2/ portions as specified by
element (c). Element (d) provides that the welt portions of the
stockings be of stretchable knit yarn and that this welt portion

extend from above the knee to the waist. Element (e) specifies that

the welts in the upper portion of the stockings have a longitudinal

;/ The claim of U.S. Patent No. Re. 25,360 reads as follows (letter
designations have been added for convenience):

(a) A combination panty and stocking

(b) formed from circularly knit fabric comprising a pair of stock-
ings of seamless knit construction

(¢) having foot, leg,and welt portions

(d) said welt portions being knit of stretchable yarn and adapted
to extend above the knee to the waist of the wearer

(e) said welts each having a longitudinal slit intermediate the
front and rear of the stocking

(f) said first and second stockings being oriented tc position the
longitudinal slits adjacent each other

(g) and a seam binding the corresponding front and reaxr edges
formed by the longitudinal slits to form s U-shaped seam

(h) intermediate a single enlarged welt and defining the panty.

g/ The top strip or hem of heavier yarn in machine-knit stockings.
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s1it between the front and rear of the stockings. Element (f) pro-
vides that the stockings are positioned so that the longitudinal slits
are adjacent to each other. Element (g) specifies that a U-shaped
seam 1is formed by the binding of the perimeter of one stocking's long-
itudinal slit to the perimeter of the other stocking's longitudinal
slit. Lastly, element (h) provides that the binding together of the
welts of both stockings forms one 1afge welt or the panty portion of

the garment.

Other Contentions of Complainant

The complainant has also alleged that unfinished panty hose, such
as elongated stockings (i.e., panty hose blanks), which are designed
for use as parts of panty hose, should be excluded from entry. The
basis for this position is 35 U.S.C. 271(c). 1/

The Commission did not consider this allegation for the purpose
of its findings and recommendation. This allegation was not raised
until the date of the public hearing. Since the issue was not raised
until after public notice of the hearing, prospective respondents did

not have an opportunity to respond to it.

1/ 35 1.€.C. 27i(c) reads as follows:

Whoever sells a component of a patented machine, manufacture,
combination or composition, or a material or apparatus for
use in practicing a patented process, constituting a material
part of the invention, knowing the same to be especially made
or especially adapted for use in an infringement of such
patent, and not a staple article or commodity of commerce
suitable for substantial noninfringing use, shall be liable
as a contributory infringer.



The Question of Patent Misuse

Tights, Inc., has licensed all parties who have applied for a
license under the patent. Their license agreements are nonexclusive
and have been submitted for the record. Initially, Hudson Hosiery Co.
entered into a license agreement with Tights which called for s
royalty of 5 cents per dozen; later, Hudson Hosiery Co. merged with
Chadbourn, Inc., and the same license agreement was effected with
Chadbourn, Inc. Later, Tights entered into a license agreement with
Hanes Corp. calling for a royalty of 2 cents per dozen. At the time
the Hanes agreement was mede, Tights reduced the royélites to all
licensees from 5 cents to 2 cents per dozen, thus giving equal treat-
ment to all licensees and dispelling any possibility that there was
an extension of the patent monopoly by its licensing producers.
Finally, in January 1971, Tights entered into a new licensing agree-
ment with Hanes Corp., allowing a lump-sum royalty payment of $25,000
covering 2-1/2 years with an option to renew. At the time this agree-
ment was made Tights communicated with all of its licensees, offering
the same terms to them so as to vitiate any possible antitrust impli-

cations.



he cose of Lear vs. Adkins, 395 U.S. 653

(1969), was handed down bty the Supreme Court, 1/ Tights contacted all

-

licensees who did nct have the pene of counsel, stating that Tights
would not seek to enforce the licensee estoppel clause in any of the

would no longer be included in

new agreements.
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Tights,

McCrary Corp. on December 1€, 1969, and against Kayser—Roth Corp. on

[

August 1, 1970. These two suits have Dbeen consolidated for discovery
and trial in the U.S. District Court for the Middle District of North
Caroline. The District Court ruling on Tights' request for a Jury
triel was that infringement cf fthe patent is a proper question feor the
jury. Certiorari was deniced by the Supreme Court on the jury trial

guestion. As scon as discovery is completed the cases will be set for

jury trial.

is case the Supreme Court cverturned the pat ntee estoppel
i ; r that every
invalidity
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The pavent was also irvolved irn two aciions in Th:

1968, and Tights, Inc. vs.

1870. RBoth of these actions were dismissed after
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reached by the parties; as part of the settlement, both of the defen-~

dants entered into license agreements with Tights. Chadbourn enterss

into a license agreement calling for $25,000 in royaslties covering

N

~1/2 years, and Indian Head paid z $10,000 judguent and entered

an agreement calling for payment of $25.000 in roysities within 3C

deys from March 31, 1971, tc cover royalties due for 2-1/2 vears

March 31, 1971, plus $55,000 in rovalties within 30 days after the end

cf the first 2-1/2 year period tc obt ully paid-up license for

h

in &

o

the remaining life of the patent.
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U.S. TARIFF TREATMENT

Imports of panty hose, including the ones with U-seams, are clas-
sified under item 382.7881 of the Tariff Schedules of the United
States Annotated (TSUSA), which provides for women's, girls', or
infants' panty hose, tights, and body stockings, not ornamented, of

manmade fibers, knit. This statistical breakout under TSUS item

38

N

.78 wa

152]

established January 1, 1970, and includes panty hose (with
U-seam and other), panty hose blanks, tights (including children's

heavyweight tights), and body stockings. The current rate of duty on
item 382.7881 is 25 cents per pound plus 32.5 percent ad valorem. The
average ad valorem equivalent of the rate based on imports in 1970 was

37.1 percent. The rate of duty was not reduced in the Kennedy Round.

U.S. IMPORTS

Total imports of all articles under TSUSA item 382.7881 amounted
to 7.8 million dozen in 1970 and 1.5 million dozen in January-March

1071. Corresponding values were $25.6 million and $5.0 million

-~
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(tzbie 1). Imports sccounted for 9.2 percent of apparent dorestic con-

sumption 1/ in 197C and 8.5 percent in the first quarter of 1971.

mpcnent of apparent consumption} do not

, imports of such stockings were negi
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The Commission obtained data from most of the importers of U-

seamed panty hose. Twenty-three reported imports of U-seamed panty
hose in 1970; only four firms are currently licensed to import such
panty hose. In 1968, imports of U-seamed panty hose by the reporting
firms were negligible; in 1969 they amounted to 2.6 million dozen; in
1970, to 3.3 million dozen; and in the first quarter of 1971 to 0.9
million dozen. In addition, in both 1969 and 1970, imports of panty

hiose blanks were substantial.

Nonlicensed Imports of U-seamed Panty_Hose

The Commission received data on imports of nonlicensed U-seamed
panty hose from most of the importers thereof, none of which were
named by the complainant as respondents. Nonlicensed imports amounted
to 1.6 million dozen in 1969, 865 thousand dozen in 1970, and 152
thousand dozen in January-March 1971, as compared with 99 thousand
dozen in January-March 1970.

In 1969, 62 percent of the imports of U-seamed panty hose were
nonlicensed; in 1970, 28 percent were nonlicensed; and in the first
quartér of 1971,\17 percent were nonlicensed. In 1969, nonlicensed
imports of U-seamed panty hose were equivalent to 33 percent of 1i-
censed U.S. production of U-seamed panty hose; in 1970, 10 percent;
and in January-March 1971, 8 percent, compared with 4 percent in
January-March 1970. In 1969, sales of nonlicensed imported U-seamed
panty hose were equivalent to 27 percent of the sales of U-seamed
panty hose by licensed U.S. producers; in 1970, © percent; in January-

Merch 1971, 21 percent, compared with 3 percent in January-March 1970.
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‘ights., Inc.
On aceccunt of gales of nonlicensed imported U-seamed panty hose,

5,450 in petential royalty income, calculated

: N 2 . e b S - < = — .
at 2 cents per dozen, in 1999, 512,000 in 1970, and $4,780 in Jenuary-

OWNER, THE LICENSEE, AND U.3. PRODUCERS

hs, Inc., is the owner of the patent on U-seamed panty hose,
but is not & producer of panty hose or any cther product. In its
ights, Inc., has licensed 12 domestic firms to

produce U-seamed panty hose since July 1068——three in 1968, two in

1969, five

-~

in 1971. Four of these domestic producers

ceased to pay rovalties in 19T70. One of the four is the largest pro-
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ducer of tates; another is a sub-

o7 U~geamed panty hose: and a third is reportedly

out of business. One of the licensed producers is also a licensed

importer of U-seamed panty . three additional firms (not producers)
are licensed to the four has paild royal-
ties

f facilities of the domestic licensees are modern




the patented item by licensees since July 1968: 1968, $37,1Lk2; 1969,
- + A -9 =t 5 .
$07,636; 1970, $196,698; January-June 1970, $1LL,S47; ana January-June

from January-Jdune 1970 to January-June 1971 reflects in part the
decision by two large licensees to discontinue payment of royalties.
In addition5 some of the licensees have not made payments on sales
during part or all of the first quarter of 1971. One of the large
companies which ceased paying royalties in 1970 stated that it was
unfalr to have to pay royalties when nonlicensed competing importers
and domestic producers were not doing so.

The number of nonlicensed producers of U-seamed panty hose is
believed to be about 53; this figure includes the L producers which
were formerly licensees and have ceased to pay royalties.

Potential royalty income lost by Tights, Inc., calculated at
2 cents per dozen on the basis of sales of U-seamed panty hose by
nonlicensed U.S. producers which reported to the Commission, amounted
to approximately $29,4L0 in 1968, $81,600 in 1969, $355,580 in 1970,

and $114,220 in the first quarter of 1971.
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U.S. PRODUCTION, SALES, AND CONSUMPTION
U.S. Production

All types of panty hose

Total U.S. production of all types of panty hose increased from
16.92 millien dozen in 1968 to 89.4 million dozen in 1970. 1/ Produc-
hose, U~-seamed and other, by respondents to the Commis-

sion's gquestionnaire sccounted for about 66 percent of the total pro-

U-seamed panty hose

Production of U~seamed panty hose by those manufacturers which

responded to the Commission's questionnaire increased from 1.7 million

n

dozen in 1968 to 33.8 million dozen in 1970 and amounted to 9.9 mil-
lion deozen in January-March 1971, compared with 6.8 million dozen in
the corresponding period of 1970.

Production of U-seamed panty hose by licensed producers 3/
amounted tc 323 thousand dezen in 1968, 4.8 million dozen in 1969,
0.0 million dozen in 1970, and 1.8 million dozen in January-March
1971, compared to 2.2 million dozen in January-March 1970. The share

of pro du sion accounted fer by licensed producers was lower in 1970

and January-March 1971 than previously because two major licensed

i/ As reported to the National Association of Hosiery Manufacturers.

2/ Wighteen U.S. producers of panty hose did not respond to the Com-
mission's questionnsire, many of whom are believed to have been pro-
ducers of i-seamed panty hose.

3/ Ail licensed producers reported to the Commission except one
licensee who had ceacsed to pay royalties; production for this licensee
was estimated.
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1970 and their production was considered nconlicensed
vear and January-March 1971.

In 1969 and 1970 one nonlicensed producer imported panty hose

in Puertc Rico. The volume sold and the price at which the panty hose
were sold by this producer probatbly forced many other producers to

lower their prices.

U.S. Sales

All types of panty hose

Sales of all types of panty hose increased from 13.9 million dozen
in 1968 to 77.3 million dozen in 1970, and amounted to 16.5 million

dozen in the first quarter of 1971. 1/

U-seamed panty hose

U.S. sales of U-seamed panty hose by responding producers g/
increased from 1.8 million dozen in 1968 to 25.1 million dozen in 1970
and amounted to 6.9 million dozen in the first quarter of 1971. Sales
by licensed producers increased frcem less than 500,000 dozen in 1968
to 7.3 million dozen in 1970 and amounted to 1.2 million dozen in the
first quarter of 1971 compared to 2.1 million dozen in the first
quarter of 1970. Licensed producers' share of tétal sales was lower

in 1970 and the first quarter of 1971 than previously because two

1/ As reported to the National Association of Nosiery Manufacturers.

3 . N TN IR 3 e ‘)
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major licensed producers discontinued their payments of royalties to

Tights, Inc., in 1970 and their sales became nonlicensed.

U.S. Consumption

U.S. epparent cohsumption (domestic production plus imports) of
all types of panty hose amounted to 97.2 million dozen in 1970, 1/ and
17.5 million dczen in the first guarter of 1971, compared with 25 million
dozen in the first quarter of 1970. U.S. apparent consumption (u.s.
producers' sales plus sales of imported panty hose) of U-seamed panty
hose g/ amounted 4o 1.8 million dozen in 1968, 10.3 million dozen in
1969, 27.3 million dozen in 1970, and 7.3 million dozen in January-

March 1971, compared with 6.4 million dozen in Januvary-March 1970.

;/.Official data on imports cf panty hose are not available for
years prior to 1970.
g/ Based on data reported to the Commission; see footnote 2 on p. 20.



Cn the basis of data submitted to the Commission, it appears that

between 1968 and the first quarter of 1971 the prices of both U-seamed
i by .

and non-U-seamed panty hose, mainly to retailers, 1/ declined signifi-

-+

cantly--the decline ranging from about & tenth to a third of the price
levels that existed in 1968. The U.S. wholesale price index in March

1971 for apparel was about 12 percent above that in 1967.

Prices of U-Seamed Panty Hose §/

From data reported to the Commission, it appears that for a cer-
tain type of best-selling U-seamed panty hose §/ the prices of two
domestic producers in 1968 were about $7 per dozen and $9.80 per dozen;
the price charged by two significent nonlicensed importers was about
$6.60 per dozen.

On April 1, 1971, prices charged for such panty hose by four U.S
producers ranged from $5 per dozen to $8.70 per dozen; the prices of
the two producers mentioned earlier were $5 per dozen and $8.7C per
dozen. The prices of imported panty hose alsc declined considerably

from April 1, 1969, to April 1, 1971.

;/ Some sales were to distributor » either wholesalers or jobbers.
g/ One of the largest licensed producers, which ceased to pay royal-
ies in 1970, did not submit data to the Commission.

3/ Yarn in leg less than 30 denier, sheer, tube type, other than one

size, other than nonrun, other than support, bearded, and sold to
retailers.



Two other U.S. prcducers also began to sell comparable panty hose
in the second half of 1969, but to wholesalers. Their prices declined
from $7.11 and $7.10 per dozen con October 1, 1969, to $5.70 and $L.60
per dozen on April l; 1971. These producers were also significant
sources of U-seamed panty hose.

Data available to the Commission indicate that the prices charged
for U-seamed panty hose by licensed U.3. producers and one significant
licensed importer tended to be higher, on the average, than those
charged by nonlicensed producers and importers. Nevertheless, prices
charged by the licensed U.S. producers also declined and those charged

by the licensed importer remained unchanged during the period considered.

Average Unit Value of Sales
The trend in average unit value of sales, which reflects, in part,
changes in prices as well as changes in the composition of goods scold,
is shown in the following table for both U.S. producers and importers.
Differences in the levels of average unit sales values are also partly
attributable to differences in the channels.of marketing, i.e., sales

to retailers versus wholesalers.
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Panty hose: Average unit value of sales of U.S
ers, 1968-70, January-March 1970, and January-March 1971

p oducers and import-

. Jan.-Mar.
Item 1968 1969 1970 . ;
) . 1970 . 1971
All penty hose, 1/ U.S. pro- : : :
AUCETSm = mmm e e ¢ $11.76 @ $10.87 : $9.39 : $9.78 :  $7.97
All U-seamed panty hose' : : : : :
U.S. producers--—--mmeee=- ¢ 9.07 ¢ 9.27 : 7.87 +  8.13 : 7.19
7.8. importers-==—-ee-——-- ¢ 11.63 6.99 :  8.28 : 8.86 7.15
Iicensed U-seamed panty : : : : :
hose: : : : : :
U.S. producers--—--——-e--- : 9.79 : 10.15 : 9.54 8.75 : 9.57
U.S. importers-----—-—-e-—-- : _ 8.26 8.62 8.98 : 8.95
Nonlicensed U-seamed panty : : : : :
hose: : : : :
U.S. producers----——-ee—-o- 8.93 : 8.23 : 7.18 7.80 .71
U.8. importers-------e---- ¢ 11.63 :  5.79: 7.50: 8.29 : 5.59
Panty hose other than : : : : :
U~geamed: : : : : :
U.S. producers——~-—-—-==-- ;12,28 ;11,71 : 11.18 @ 1l.hke . 9.57
U.S. importers-=m--m--a-n- : 2/ 2/ 2/ 2/ 2/

1/ Virtually all of the imported panty hose sold were U-seamed.

L&

2/ Data for importers deemed to be insccurate.
Source: Compiled from data submitted to the Tariff Commission by the
producers and importers.
Between 1968 and the first quarter of 1971, the domestic producers'’
average unit value of sales of &ll panty hose declined from $11.76 to
. This decline was attributable in part to a change in the composi
tion of saleé; in 1968, the more expensive 1/ non-U-seamed panty hose

accounted for about four-fifths of sales, while in January-March 1971

they accounted for less than half. The decline was alsoc attributable
/ . . o
1/ According to information from the industry, it costs an average of

+

p.’)
(

©
25 cents a dozen more to Gppl’ & separate crotcn plece to.the panty por-
o
(%)

¥
tion of the panty hose than to use
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in part to reductions in the prices of specific products occasioned
by intensified competition for the U.S. market by both U.S. producers

and importers.

Nonlicensed imports

The table below shows that average unit values of sales of non-
licensed imports were, except for 1968, consistently below average
unit values of licensed domestic sales.

U-seamed panty hose: Average unit values 1/ of sales of licensed U.S.
producers and nonlicensed importers, 1965;70, January-March 1970,

and January-March 1971

(Per dozen)

Average unit values of sales by--

Year

Licensed U.S. . Nonlicensed
producers . importers
1968-mmmmmmmmmmmmmmm oo oo : $9.79 : 2/ $11.63
1960 mmmmmmmmmm e 10.15 : 6.79
1970m - === mmm i m s m e m e e 9.5k : 7.50
January-March-- : :
1970==mmmmmmmmmmmmmm i mmmmn 8.75 : 8.29

1971-==mmmmmmmmmmmmm o : 9.57 : 5.59

1/ Based on the wholesale price to the retailer.

g/ Not a representative figure; the importer which caused the high
unit value reduced its imports to a negligible amount in subsequent
years. -

Nenlicensed U.S. producers

Licensed U.S. producers of U-seamed panty hose appear to have been
been affected not only by price competition from nonlicensed importers,

but also by price competition from nonlicensed domestic producers.



a .

Average unit values of sales of panty hose by nonlicensed domestic pro-

ducers were generslly lower than those of sales by licensed producers
{see Leble on p. 25). It should be noted that the former importing

concern which became a U.S. producer continued to exert a downward

pressure on prices after 1969.

The Position of Importers

Some importers contended that in the first quarter of 1971 the
price at which they could still be competitive with U.S. producers was
too low to make sales of imported panty hose profitable for them.
some Importers glso claimed that the duty on panty hose (37 percent
ad valorem eguivalent }/) more than offset all the cost advantages
imported panty hose may have over the U.3.-produced merchandise. The
switch of one of the significant nonlicensed importers to domestic

s contention.

[

preduction tends to support th

1/ Based on 1970 imports.
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PROFIT-AND-LOSS EXPERIENCE OF LICENSED PRODUCERS

Questionnaires requesting financial data were sent to 12 domestic
producers of U-seaﬁed panty hose. Of the 12, only four supplied ade-
quate profit-and-loss data relating to the establishments where panty
hose are produced and to panty hose operations separately. The
remaining eight did not supply profit-and-loss information for vari-
ous reasons, such as being in litigaﬁion with the complainant, no
longer producing panty hose, and unable to segregate panty hose opera-—
tions from total operations.

The four firms which submitted financial data accounted for
approximately Ll percent of the quantity and 37 percent of the value
of the licensed domestic sales of U-seamed panty hose in 1970. The
questionnaire covered the 3-year period 1968-T70 and all four producers
submitted information for these years.

The net sales of all products of the four establishments showed
an uninterrupted increase during the period, from $116 million in
1968 to $129 million in 1969 and to $146 million in 1970. The net
operating profit (before income taxes) was $1L4.1 million in 1968;
$11.3 ﬁillion in 1969; and $13.6 million in 1970; The ratio of net
operating profits to net sales was 12.1 percent in 1968; 8.8 percent
in 1969, and 9.3 percent in 1970.

The respondents were unable to segregate financial data covering

operations on U-seamed panty hose only. The financial data pertaining
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to operations on all types of panty hose showed an increase in net
sales, going from $31 million in 1968 to $60 million in 1969, and to
$102 million in 1970. The net operating profit (before income taxes)
also rose steadily, increasing from $4.4 million in 1968 to $8.L4 mil-
lion in 1969, and to $12.1 million in 1970. However, the ratio of
net operating profit to net sales declined from 1h.2 percent in 1968

to 11.6 percent in 1970.






30

APPENDIX A
STATISTICAL TABLE
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Table 1.--Panty hose, tights, and body stockings: U.S. imports for

consumption, by principal sources, 1970, January-March 1970, and
January-March 1971

Source : 1970 : Jan.-Mar. : Jan.-Mar.

: : 1970 : 1971
. Quantity (1,000 dozen)

West Germany————————————- : 3,665 : 1,130 : : 100

Israel : 2,597 : Lok 1,125
France————mm————- — Lol 53 6
Canada - - 237 : 59 : 18
Brazil - 213 : - 179
Philippine Republic—————— : 100 : 60 : 52
A1l other—- - Ls6 72 Lo

Total-——m——————m— e : 1,759 : 1,778 : 1,529

Vaiue (1,000 dollars)

West Germany————————————- : 9,103 : 3,757 = 123

Israel - —— 10,569 : 1,796 : 3,979
France-—-- _— — 2,006 : 182 : 21
Canada———- - —_— 1,088 : 281 : Th
Brazile—————————m e : 662 - 519
Philippine Republic—————- : 255 156 : 130
A1l other—— —— 1,870 : 319 : 166

Total——-----——emmm e 25,553 : 6,401 5,012

source: Compiled from official statistics of the U.S. Department of
Commerce.

Note.--Item was not separately classified prior to 1970,
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~ APPENDIX B
COPY OF U.S. PATENT NO. RE. 25,360
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below the terniinal
showrn in Z‘.’C
vided with th
scrviceable, may h. qkp:r?‘xcé,
scam 32, from the panty 1
carded. The scam 32 will
occurring from the ceivedg t‘eiox‘ the scan.
Although stretch nylon }a f om /O te 100 denier has
“been employed in the elongated we It portions of the
stockings, and found te b«, atm‘.ctow inclastic yarns

as
-
ior”cr
‘\clow the
ment and dis-
ssibility of runs

I, 2 and

e £y

::);j.
;a;,...

O oy
(=1
’1 —

mav be “r*p‘sc'»'cc? with very satisfactory rfesults, It is
elso u;.t:ﬁprtcd that with an mr:l:m ic varn being fed to
the needles in the wsual manner, added clasticity may be
'omvid e‘ in the nppe- welt fabric by either knitting or lay-

ut interknitling a bighly elastic yarn intc the
ccted courses or in ali the courses of the welt

n FIG. 5, the knitted fabric 35 for the

fcrmw in the usual manner with an
forming the Ioop; 36 with an interlaid

37 placed in each course, altcrnating
nd to the rear of the next wale.
Obvicusly, the noruber of wales and the sequence for the
elastic ‘yurn distribution m ’ay be varied as well as the
number of strands which are to be intc.l aid in each
course. It may be desira Ie to inciude several courses
of the fabric iliustrated in FIG, § intermediate the length
of each stocking above tx ¢ knce to provide an added
means for supporting each stocking.

A modified treatment cf the highly elastic fabric is illus-
trated in FIG. 6 in which a pu.m!‘ty of highly elastic
yarns 38, under suitable tcnsion, are iaid in the initial
course of the selvedge edoe loops 39 and retained therein
without interknitiing with the loops as kcrmrﬂ ed in
receznized manner, The elastic yarn 40 in the n.bL,nr
fabric is laid in under tension without interknitting with
the ;oo,m 41 by interlacing Lng gement with the loop
stitches in alternate necdle wales and passed behind the
joops in mc intcrmcdiate mcd‘:e wa}cs. The extent of
insertion of the highly elastic yarn may vary irom several
COUrs the band or top of *n g ment to a full highly
elastic fabrxc in the upper welt portion. bviously, other
km*t i structurcs are ccn.w plated in whigh highly elastic
o1 truhcs may. be emy:o*ad in this combination

well

Uffy‘C:
inelastic yarn
highly clastic strand 37
in front of one wale

¢
re e
Cs at

 making the longitudi-
cut in the W

stocking there may be &

10

20

. &
tendency for the interlaid highly elastic yarn to pull out,
however, adequate relaxation of the elastic strands and
frictional engagement with the knitted loop structure
prevents the cut ends from contracting. Upon sewing
the flaps together the cut elastic strand ends are gathered
within thc seam and will not pull out.

Obviously many modifications and variations may be
made in the construction and arrangement of the upper
well portions of the stockings to form the underpants ¢f
the combination garment as well as a transfer operation
of the pair of stockings to obtain a variation of the fabric
for the upper portion in the light of the above tcachings
without departing from the real spirit and purpose cf
this invention. It is, therefore, to be understood that
within the scope of the appended claim many modified
forms of knitted structure may be reasonably included
and modifications are contemplated.

What is claimed is:

A combination panty and stocking formed from circu-
larly knit {abric comprising a pair of stockings of scam-
less knit construction having foot, leg and welt portions,
said welt portions being knit of stretchable yarn and
adapted to extend above thé Knee to the waist of the
wearer, said wel(s each having a longitudinal Eseam3
slit intermediate the front and rear of the stocking, said
first and second sto#’ings being oricnted to position the
longitudinal Lscams] slits adjacent each other, and a

.seam binding the correspondmrv front and rear’ edges

30

35

22

40

formed by the longitudinal shts{lo form a U-shaped seam_
intermediate a single enlarged welt and. defining the panty.
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