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FPREFACE

During the existence of the U.S. Generalized System of Preferences (GSP),
which began in January 1976, there has been no attempt to determine for each
U.S. industry the extent to which the system has contributed to a significant
penetration of U.S. markets by imports. 1/ This report, prepared by the
Commission in anticipation of legislative proposals to extend the U.S. GSP,
examines trends in GSP imports over the 1978-81 period, providing a detailed
analysis of the relative market shares for these imports compared with imports
from non-GSP sources and U.S. production. The U.S. International Trade
Commission's Trade Monitoring Information Support System (TMISS) provides an
appropriate vehicle for an analysis of the GSP since it permits the ready
comparison of import levels with U.S. consumption levels in approximately 650
different commodity/industry areas. 2/ 3/

The major industry sectors included in the TMISS are agriculture, forest
products, textiles, apparel, and footwear, chemicals, minerals and metals,
machinery and equipment, and miscellaneous manufactures. Within each of these
sectors all major commodity/industry areas were individually examined to
determine: (1) the level and trend of GSP imports relative to total imports;
(2) the level and trend of total imports relative to total consumption; and
{3) the level and trend of GSF imports relative to total consumption. When
the trends in all three ratios were found to be positive, it was considered to
be a general indication that the GSP might be a significant factor in rising
import penetration of the U.5. market. The assumption is that unless GSP
imports are increasing faster than all imports they cannot be considered a
special problem apart from all imports. Further, unless total market

1/ Title V of the Trade Act of 1974 provides for the U.S. Generalized System
of Preferences.

2/ The TMISS consists of a comprehensive and standardized data base designed
to provide the Commission with the basic data required in its analytical and
‘monitoring responsibilities and to serve as a starting point for more detailed
trade analysis. The basic components of the system are the tailor-made trade
tables, which consist of computer-generated import/export tables for key
commodity areas or aggregations for which data have not generally been
available on a routine, machine-generated basis. The system at present
includes approximately 3,000 key commodity groups composed of one or more
individual TSUS items and comparable export classifications.

The tailor-made trade tables serve as the vehicle for a Commission
trade-monitoring or early-warning system, which can alert the Commission to
shifts in trade patterns and focus on areas for further Commission study. The
tailor-made trade tables are automatically tested gquarterly and annually by
computer against predetermined criteria or "gates" designed to detect aberrant
trade behavior.

The system, while primarily an internal analytical tool, is also being
used to produce a gquarterly and annual publicetion to provide the public with
information on significant shifts taking place in U.S. merchandise trade.

3/ The TMISS, constructed in 1980, has 1978 as the first year withim its
data base. Consumption data cannot currently be estimated with a reasonable
degree of accuracy beyond 1981 due to the erratic behavior of commodity
markets during 1982 and the lack of production and consumption data at a
detailed commodity/industry level so soon after the end of the 1982 calendar
year.
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penetration by imports is rising, any increase in GSP imports might simply
reflect substitution of GSP imports for other imports not eligible for GSP.

The last ratio (GSP duty-free imports/U.S. consumption) will necessarily be
positive if the first two indicators are positive and hence is redundant as an

indicator; however, the level and rate of increase of this variable are useful
measures of the significance of GSP imports in the U.S8. market. These ratlos
and other basic economic data are provided for all 650 commedity/industry
areas for 1978-81. 1/

In commodity/industry areas where the import penetration levels and rates
of increase resulting from the GSP were considered significant, a written
analysis of the area discusses the conditions of competition present in the
U.S. market which enabled the increased penetration.

It is important to note thet the purpose of the study is not to make a
determination regarding industry injury; rather, it is designed to give the
Congress and the Executive Branch, as well as the public, a quantitative basis
for their evaluation of the impact of the GSP on important U.S. industrles and
to focus attention on those industries where various quantitative indicators
show import penetration which is worthy of note. An important study precept
is that import penetration or market share is examined only at the level of
commodity/industry aggregation represented by the 650 areas contained in the
TMISS--lesser commodity/industry aggregations having significant trade under
the GSP are discussed as appropriate only in terms of import levels in the
sector or major commodity/industry writeups.

The employment, production/shipments, and consumption data contained in
the report have been estimated by the Commission's commodity analysts based on
primary and secondary data sources, including discussions with various
Government and industry contacts. These data are subject to change as later
information becomes available either from secondary sources or from the
detailed surveys the Commission often conducts in the course of its statutory
investigations or other work. The "annual rate-of-change" data presented
throughout the report, particularly in the statistical tables, represent the
compound annual rate of change of a trend line plotted through 1978-81 data
using linear regression. It is used as a rough indication of the magnitude
and direction of annual change of the various data; however, due to the
limited number of data observations (i.e., four or less), it should be
considered only a general approximation of growth or decline. In addition it
is important to note that the absolute import values contained in the report
have not been adjusted to constant dollars to remove the effect of inflation
on import prices; over the &4-year period of the study, the index of general
import unit velues increased by approximately 58 percent.

The report is part of the Commission's continuing effort to monitor all
aspects of international trade and provide the President and Congress with
timely analyses on issues requiring trade policy decisions.

1/ Statistical data runs on GSP trade are available at the less aggregated
commodity/industry groupings contained inm the TMISE (approximately 3,000
groupings in total).
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EXECUTIVE SUMMARY

The U.S. Generalized System of Preferences (GSP), authorized in the Trade
Act of 1974, accords duty-free treatment to certain U.S. imports from
designated beneficiary developing countries. The GSP is scheduled to
terminate on January 4, 1985, unless extended by Congress. The Office of the
United States Trade Representative has indicated that the Administration
intends to propose legislation extending the GSP in some form beyond this
expiration date. Anticipating this legislative proposal, the U.S.
International Trade Commission has examined the level and distribution of
recent GSP imports by product sector and the extent to which GSP imports hawve
increased their share of the U.S. market relative to other imports and U.S.
production. 1/ The major findings of the Commission's study are as follows:

1. U.S. GSP imports rose from $5.2 billion in 1978 to $8.4 billion in
1981, increasing at an annual rete of approximately 17 percent. 2/ 3/

The machinery and equipment sector and the miscellaneous manufactures
sector accounted for roughly one-half of all GSP imports during 1978-B1.
Other sectors in decreasing order of GSF import levels are minerals and
metals, agriculture, chemicals, textiles and apperel, and forest products.

2. GSP imports accounted for 4.9 percent of total nonpetroleum imports

in 1981, rising modestly from 4.1 percent in 1978. Om a sector basis,
the miscellaneous manufactures sector had the highest share of GSP

imports relative to total imports, averaging 13.8 percent over the
period. The proportion of total imports accounted for by GSP imports for
each of the other sectors averaged approximately 3 percent to 5 percent
over the period.

In considering the relative level of GSP imports it should be noted
that the degree to which the sectors are open to GSP imports varies Erom
sector to sector. For example, the textiles and apparel sector, is
relatively closed to GSP imports compared with other sectors; in 1981,
only 8 percent of textiles and apparel imports entered under TSUS items
which were eligible for GSP treatment. The comparable statistics for
other sectors are as follows: agriculture (24 percent), forest products
{15 percent), chemicals (48 percent), minerals and metals (25 percent),
machinery and equipment (43 percent), and general manufactures (71
percent).

The 4.9 percent ratio of GSP imports to total imports cannot all be
attributed to the GSP program, per se, as doubtless many of the GSP
eligible articles would have been imported from beneficiary countries
regardless of the existence of the GSP.

1/ A concurrent Commission study (Changes in Import Trends Resulting from
Excluding Selected Imports from Certain Countries from the Generalized System
of Preferences), Investigation No. 332-147, examines other aspects of the GSP
program,

2/ Table 1 is a one-page summary of much of the data highlighted in the
Executive Summary.

3/ It should be noted that over the period under examination there were
changes both in product and country GSP eligibility.
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3. GSP imports have not resulted in significant increases im the overall
import share of the U.S. market. This determination was made on a

sector-by-sector basis through an examination of the rate of growth of
GSP imports relative to total imports, the extent to which overall market
penetration by imports has increased, and the magnitude of GSP imports
relative to apparent U.S8. consumption. Overall, GSP imports accounted
for approximately 0.5 percent or less of apparent U.S. consumption during
1978-81. The sector with the largest GSP import penetration, the
miscellanecus manufactures sector, had an average import-to-consumption
ratio over the period of 2.1 percent. The average GSP
import-to-consumption ratic in each of the other sectors averaged less
than 0.5 percent over the period.

4. Several factors limit the degree of market penetration by GSP
imports, including the following: (1) the limited product coverage of
GSP-eligible items, which averaged 35 percent of total imports in 1981;
{(2) the selective nature of the GSP program which tends to exclude import
"gsensitive" commodities; (3) the generally moderate rates of dukty on
GSP-eligible items which overall averaged slightly over 8 percent ad
valorem in 1981; (4) the "competitive-need" 1/ provisions, the annual
review of the program, end "graduation" 1/ which act as checks in areas
of rapidly rising GSP imports; (5) the temporary nature of the program,
which by law terminates on January &, 1985; and (6) the manufacturing
limitations in many of the GSP-beneficiary countries, including
limitations in technology, manufacturing cepacity, basic infrastructure

required to support manufacturing, and other inputs such as skilled labor
and capital.

Further, in many areas where GSP imports have increased, it would
appear to be at the expense of imports from developed countries; this
substitution of GSP imports for other imports tends to limit the impact
of GSP imports on overall market penetration by imports.

5. GSP imports have resulted in significant increases in import

penetration of U.S. markets for 12 different commodity/industry groups,
as indicated in the following summaries of GSP trade by sector.

Agricultural, animal, and wvegetable products sector.—-During 1978-81, the
total GSP imports in the sgriculturel sector rose steadily from $614

million to $1.4 billion, and the ratio of such imports to total imports
increased from 3.6 percent to 6.7 percent. 1In 1981, sugar accounted for
more than half of total GSP imports in the sector. Other important
products for GSP imports were molasses, cocoa and confectionary, and
beverages. During 1978-81, GSP imports in the agricultural sector were
equivalent each year to 0.5 percent of domestic consumption or less; such
imports probably would have been significantly higher had it not been for
the competitive-need criteria of the GSP, which resulted in certain major
supplying countries being imeligible for GSP treatment.

1/ See an explanation of these terms on p. 1.
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During 1978-81, GSP imports in two product areas registered
significant gains in relation to total imports and in the domestic
market. GSP imports of sugar increased from $83.3 million in 1978 to
$713.7 million in 1981, accounting for 17 percent of domestic consumption
in 1981. GSP imports of canned fish, except sardines, tuna, and salmon,
rose from $8.2 million to %$12.3 million, accounting for 21 percent of
domestic consumption in 1981. GSP imports in a third product area,
cigars, amounted to $15.0 million in 1981, the first year cigars were
eligible for such treatment, and were equivalent to 4.4 percent of
domestic consumption.

Forest products sector.--GSP imports in the forest products sector during
1978-81 rose steadily from $269 million in 1978 to %349 million im 1981;
the ratio to total imports averaged 3.5 percent over the pericd. The
product area with the largest value of GSP imports was miscellaneous wood
manufactures, which in 1981 accounted for 54 percent of all GSP imports
under the sector. Imports of miscellaneous wood manufactures increased
from $129 million in 1978 to $188 million in 1981. 1In 1981, GSP imports
of unspun fibrous vegetable materials and products accounted for 40
percent of the GSP imports of miscellaneous wood manufactures and over 20
percent of all GSP imports in this sector.

During 1978-81, annual GSP imports in the forest products sector
remained unchanged at 0.2 percent of domestic consumption. GSP imports
would have been significantly higher had it not been for the
competitive-need criteria of the GSP, which had the effect of limiting
GSP imports from major supplying countries. There were no commodity/
industry groups 1/ in this sector in which there were significant import
gains in the domestic market as a result of the GSP.

Textiles, apparel, and footwear sector.--GSP imports of textiles and
apparel, after declining 19 percent from 1978 to a total of $256 million
in 1979, climbed 42 percent in 1980 and another 12 percent in 1981, to a
totel of %405 million. The decline in 1979 resulted largely from the
removal from GSP eligibility of leather apparel, which accounted for 43
percent of the sector's GSP imports in 1978. Also, the slower growth in
1981 versus 1980 stemmed primarily from the removal of down and
feather-filled apparel, which generated a large part of the growth in
1980. As a result, the relative importance of GSP imports in the
textiles and apparel sector remained negligible during 1978-81, averaging
less than 4 percent of total imports and less than 1 percent of total
consumption. This also is due to the fact that section 503(c}(1l) of the
Trade Act of 1974 excludes textiles and apparel subject to textile
agreements--about 80 percent of the imports of textiles and textile
products——from GSP eligibility. The only products eligible for the GSP
are those not made in the United States, such as manmade-fiber artificial
flowers {(the most important GSP item in 1981); those made of
miscellaneous textile fibers, such as silk fabrics; and those made of

1/ As defined in the USITC trade-monitoring system (see Preface for a
discussion of the system).
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nontextile materials. These primarily include footwear parts of leather
and plastics that are imported by or on behalf of the U.S. footwear

industry; headwear, primarily of straw, plastics, and fur; gloves of
rubber and plastics; and fur apparel. Those GSP-eligible items capturing
a growing share of total imports and domestic consumption include silk

fabrics, gloves, headwear, and fur apparel.

Virtually all footwear is excluded from GSP eligibility under
section 503(c)(1) of the Trade Act of 1974. The only item that has been
granted GSP treatment is zoris (i.e., shower clogs or thonged sandals),
which are not made in the United States. GSP imports of zoris during
1978-81 annually averaged about $6 million, or less than 1 percent of
total footwear imporkts.

Chemicals and related products sector.--GSP imports in this sector rose
from $464 million in 1978 to $782 million in 1981; the ratio of such
imports to total imports increased from 4.5 percent to 5.8 percent over
the period. The largest group of articles imported in 1981 was
fabricated articles of rubber and plastics at $220 million, followed by
$81 million of medicinals, $74 million each of inorganic chemicals and
nonbenzenoid organic chemicals, $73 million of rubber and plastics waste,
scrap, and basic forms, and $50 million of inorganic pigments.

U.S. market penetration by GSP imports during 1978-81 remained at
0.3 percent or less. These imports have remained small for several
reasons, which include a general lack of sufficient indigenous raw
materials in beneficiary countries for production of petrochemicals and
the lack of GSP treatment for certain product areas such as most
benzenoid chemicals. There were no commodity/industry groups 1/ in this
sector in which there were significant import gains in the domestic
market as a result of the GSP.

Minerals and metals sector.--GSP imports in the minerals and metals
sector rose from $929 million in 1978 to $1.5 billion in 1981; the ratio
of such imports to total imports increased from 3.8 percent to 4.4
percent. The GSP imports were concentrated in the metallic ores, metals,
and metal products subsector ($1.3 billion in 1981), with copper the
largest category ($166 million), followed by handtools ($127 million),
aluminum ($110 million) and certain ferroalloys ($90 million).

During 1978-81, GSP imports in the sector annually accounted for 0.5
percent or less of apparent U.S. consumption. However, in one product
area, mirrors of glass, GSP imports have resulted in a significant
increase in the level of overall import penetration in the U.S. market.

Machinery and equipment sector.--The total value of GSP imports of
machinery and equipment increased from $1.3 billion in 1978 to $2.3

1/ As defined in the USITC trade-monitoring system (see Preface for a
discussion of the system).



ix

billion in 1981, or by 69 percent, GSP imports averaged approximately 3
percent of totel imports in the sector over the period. GSP imporkts were
most heavily concentrated in the machinery and mechanical equipment and
electrical machinery and equipment subsectors, where the ratio of GSP
imports to total imports were 6.1 percent and 5.8 percent, respectively,
in 1981.

Although the GSP has been significant in trade of certain individual
products, the effect of GSP on the machinery and equipment sector is not
significant in the aggregate, averaging less than 0.5 percent of apparent

U.8. consumption over the period. This is because the bulk of the
products included in the sector are not suited for manufacture in large
volume in developing countries. The limitations in the developing
countries include such things as technology, manufacturing capability,
infrastructure, and other basic inputs. Significant gains in the U.S.
market as a result of the GSP were seen in the following
commodity/industry groups: fans and blowers, air and vacuum pumps, and
electric cooking stoves and ranges.

Miscellaneous manufactures sector.--U.S5. imports under the GSP of
products included in the miscellaneous manufactures sector increased
annually during 1978-81, rising from $1.3 billion to $1.8 billion, or by
36 percent. GSP imports averaged 13.8 percent of total imports in the
sector over the period. Although GSP imports entered in virtually all
major product areas within this diverse product sector, 56 percent of
such imports in 1981 consisted of Furniture (other than medical), toys,
jewelry and certain sporting goods- -products which require a high level
of labor in their manufacture.

The ratio of total GSP imports to apparent U.S. consumption has been
insignificant, averaging only 2.1 percent annually during 1978-81. 1In
only one produckt area within this sector--costume jewelry--have GSP
imports become a significant force in the domestic market. 1In this
connection, GSP imports of costume jewelry increased at an annual rate of
18.4 percent during 1978-81, and as a share of U.S. consumption of
costume jewelry, rose from 6.6 percent in 1978 to 12.7 percent in 1981.
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INTRODUCTION

The United States implemented the Generalized System of Preferences (GSP)
on January 1, 1976, permitting the duty-free entry into the United States of
certain products of designated developing countries, pursuant to title V of
the Trade Act of 1974. The primary purpose of the GSP is to promote the
economic development and diversification of developing countries by
facilitating exportation to the United States.

Under the GSP, U.S. imports increased from $5.2 billion in 1978 to $8.4
billion in 1981, increasing at an annual rate of approximately 17 percent. As
a percent of total non-petroleum imports, GSP imports rose slowly from 4.1
percent in 1978 to 4.9 percent in 1981, indicating a minor shift toward
imports from GSP-beneficiary countries but a continuing small share of the
total import market. 1/ The share of the U.S. market held by GSP imports was
even smaller, rising from 0.4 percent of the U.S. market in 1978 to 0.5
percent in 1981.

The GSP is subject to a number of limiting statutory provisions designed
to protect domestic industries sensitive to imports. These provisions and
several other factors, all enumerated below, were found to be significant in
limiting the degree of market penetration by GSP imports: (1) the limited
product coverage of GSP-eligible items, which averaged 35 percent of total
imports im 1981; (2) the selective nature of the GSP program which tends to
exclude import "sensitive" commodities; (3) the generally moderate rates of
duty on GSP-eligible items which overall averaged slightly over 8 percent ad
valorem in 1981; (4) the "competitive-need" 2/ provisions, the annual review
of the program, and "graduation"™ 3/ which act as checks in areas of rapidly
rising GSP imports; (5) the temporary nature of the program, which by law
terminates on January 4, 1985; and (6) the manufacturing limitations in many
of the GSP beneficiary countries, including limitations in technology,
manufacturing cepacity, basic infrastructure required to support
manufacturing, and other inputs such as skilled labor and capital.

Analyses of GSP imports and their significance in the U.S. market Ffor
each individual commodity/industry sector follow. The appendix contains
employment, consumption, imports, and related information for the major
commodity/industry groups within each sector.

1/ GSP imports increased slightly in 1982 to $8.5 billion but continued to
account For only 4.9 percent of total nonpetroleum imports.

2/ Under the statutory competitive need provisions, a country loses GSP
duty-free treatment for a product if its shipments of the product in the
preceding calendar year equaled or exceeded 50 percent of toktal U.5. imports
of the product or were more than a certain dollar value ($53.3 million for
imports in 1982).

3/ Graduation refers to the removal of a country from GSP eligibility with
respect ko specific individual products based on the degree of competitiveness
the developing country has achieved with respect to the products.






AGRICULTURAL, ANIMAL, AND VEGETABLE PRODUCTS 1/

Sector Profile and Conditions of Competition

The agricultural product sector includes the industries engaged in the
production of raw sgricultural products (such as live animals, grains, fruits
and vegetables, and oilseeds) and processed agricultural products (such as
meat, dairy products, animal and vegetable fats and oils, and alcoholic
beverages). The number of workers in the agricultural sector declined from
about 5.2 million in 1978 to 4.8 million in 1981 as productivity (shipments)
of the sector increased. There were approximately 2.4 million operating farms
in 1981 (with an average size of 431 acres) compared with 2.7 million in 1978
(average size of 429 acres). About 71 percent of the workers were at the farm
level in 1981. 1In general, the production of raw and processed agricultural
products in the United States is capital rather than labor intensive and is
very efficient, thus allowing U.S. producers to compete throughout the world.
Shipments in this sector have increased in recent years even though employment
has declined. Furthermore, a positive balance of trade has continued to
ECOW.

During 1978-81, the value of producers' shipments in this sector
increased steadily from $251 billion to $319 billion, or by 27 percent (see
table 2). Processed agricultural products made up the majority of these
shipments, increasing from $228 billion to $285 billion during the period. 1In
terms of the value of shipments for 1981, the meat, fish, and poultry industry
accounted for about 26 percent of the total value of shipments of processed
agricultural products; the dairy products industry accounted for about 12
percent, and the grein and grains products industry end the beverage industry
each made up about 11 percent. In relative terms, there was little change in
the composition of shipments among the major product areas from 1978 to 1981.
The increased value of shipments of agricultural products during the period
was associated with growth in demand as well as with rising costs of
production, including upward pressures on wages, increases in energy costs
plus the trend in inflation.

Consumption of agricultural products increased steadily during 1978-81,
from $239 billion to $296 billion, or by 24 percent, reflecting increased
consumer demand as well as rising prices.

The balance of trade between imports and exports in this sector has
continued to be positive, and indeed grew, as shown in the following
tabulation {(in billions of dollars):

Year Imports Exports Trade balance
PO TR s s A e 17.1 29.5 12.4
O e e L 19.4 34.8 15.4
g1, || SO R R R PR S 20.0 40.7 20.7
PR e e 20.3 43.7 23.4

1/ Included here are the commodities classified in schedule 1 of the Tariff
Schedules of the United States: Animal and vegetable products.



Increased exports (primarily grains and oilseeds) and the leveling off of U.S.
imports in this sector were the primary reasons for the favorable balance.

During 1978-81, the value of U.S. agricultural imports increased steadily
from $17.1 billion to $20.3 billion, whereas the ratio of imports to
consumption declined from 7.2 percent to 6.8 percent. The majority of imports
(in terms of value) consisted of coffee, tea, cocoa, and spices (with Brazil,
Colombia, Ivory Coast, and Indonesia, the major suppliers); fish and shellfish
(Mexico and Japan); meat (Australia and Mew Zealand); sugar (Brazil aend the
Dominican Republic); and beverages (the United Kingdom and Italy). Im 1981,
these items accounted for about two-thirds of the total value of imports in
the agricultural sector and their relative importance in 1981 is shown in the
following tabulation (im billions of dollars):

Item Imporkts

Coffee, tea, cocoa, and spices---——ccmmcaee—ua 4.3
Fish and shellfish-—-—--——ccmmmmmm e e 3.0
Lo T R e e T 2.1
T o T 2.1
BeVeraes—— = m s e e 1.9
ALl obher s n i o sset s s e e S e e 6.9
Total-—— e 20.3

The value of U.S. exports in the agricultural sector increased steadily
during 1978-81, from $29.5 billion to $43.7 billion, or by 48 percent. Two
items, grains and oilseeds, accounted for the majority (56 percent) of the
value of 1981 agricultural sector exports and are shown in the following
tabulation (in billions of dollars):

Item Exports

Graing——— e 17.9
DilseedE— e o e 6.7
Tobacco and tobacco products--- cccmmmccccm—maa 2.7
Hides and sking—————————— 1.1
Maat - e ———— ——————— 1.0
All other———-—- e A S A Sy e A 14.3
Tobal— e e 43.7

Japan, the Soviet Union, and the Peoples's Republic of China (China) were the
primary markets for grains; the European Community (EC) and Japan were the
principal markets for oilseeds.

GSP Imporks

During 1978-81, total agricultural sector GSP imports increased steadily
Erom $614 million to $1.4 billion; the ratio of GSP imports to total imports



increased from 3.6 percent to 6.7 percent during the period. 1/ The following
tabulation shows the distribution of GSP imports among significant produck

areas within the agricultural sector in 1981 (in percent):

Percentage distribution

Product area of GSP imports

Sugar, sugar beets,; and sugar cane--—-------- 33
MolassesS—— - e e e e 7
Cocoa and confectionery- - —---ooemmmmm s 7
Beverages—————————- e 7
Vegetables—— — ————— - o e i
Frulb—— 2
All other----cmemm e e 20

Total----m=—mm e ———— 100

It is apparent that the product area covering sugar, sugar beets, and
sugar cane was by far the leading one in terms of GSP imports in 1981,
accounting for more than half of total GSP imports that year. Sugar, sugar
beets, and sugar cane entering into the United States with GSP status in 1981
were eguivalent to about 24 percent of the domestic shipments in that product
area; GSP imports of molasses were egqual to 44 percent of U.S. shipments in
that product area. The ratio of GSP imports to shipments for the other
significant GSP product areas (cocoa and confectionery, beverages, vegetables,
and fruits) and for the agricultural sector in its entirety were all less than
1 percent in 1981. GSP imports have resulted in significant increases in the
overall import market share for sugar, sugar beets, and sugar cane; canned
fish except sardines, tuna, and salmon; and cigars. Discussions of these
specific product areas follow.

1/ It should be noted that many product areas within this sector are not
eligible For GSP duty-free treatment; for example, in 1981 only 24 percent of
total sector imports entered under TSUS items which were eligible for GSP
treatment. The most-favored-nation rate of duty on GSP-eligible items within
the sector averaged slightly less than 7 percent ad wvalorem in 1981.



Table 2.--Agricultural, animal, and vegetable products: U.S. shipments, imports,
exports, apparent consumption, and employment, 1978-81
Item © 1978 1979 1980 1981
Producers®' shipments 1/---million dollars———-—- : 250,899 : 275,567 : 301,707 : 319,382
Imports: ) . : :
Total-———- i ————— do—--: 17,112 19,399 : 20,023 : 20,261
GSP - e do----: 614 : 803 : 1,323 : 1,355
Exports———— e e e -dog-—--: 29,491 : 34,835 : 40,733 : 43,679
Apparent consumption---——————mm—m——————eo do----: 238,520 : 260,131 : 280,997 : 295,964
Ratio of—- :
GSP to total imports----———————-—-- percent--: 3.6 : 4.1 : 6.6 : 6.7
Total imports to consumption--------—-- do----: 1.2 3 1.9 7.1 3 6.8
GSP imports to consumption------—ee-—- -do—---: e P Bt 5. .5
Total employment 1/-——-——-———w--1,000 workers--: 5,230 : 5,066 : 5,056 : 4,835

1/ Estimated.

Source: Compiled from official statistics of the U.S. Department of Commerce, except

as noted.

Note.--Shipments include the value of fruits and vegetables sold on the fresh market,

other crude or unprocessed agricultural sector items which are exported (grains,

oilseeds, and so forth), and processed agricultural sector items.



Sugar, Sugar Beets, and Sugar Cane

Table 3.--Sugar, sugar beets, and sugar cane: U.S. employment, apparent
consumption, shipments, and imports for consumption, 1978-81

. ¥ : - + Annual
Item : 1978 : 1979 ! 1980 : 1981 : rate of
: i ; j :change 1/
Employment 2/ : ¥ : ! :
1,000 workers--: 30 : 29 29 29 : -1.0
Apparent consumption 2/ : : : : E
1,000 dollars--: 2,909,977 : 3,414,175 : 5,866,632 : 4,309,427 : 18.8
Shipments 2/———————- do----: 1,634,308 : 1,872,966 : 3,560,947 : 2,998,100 : 27.9
Imports: : H ! : :
Total ——————— do—----: 728,705 : 973,772 : 1,995,051 : 2,141,287 : 48.5
L do—----: 83,338 : 192,381 : 742,479 : 713,703 : 118.0
Ratio of-- i : ! : :
GSP to total imports : - - z
percent--: 11.4 : 19.8 : ar.z2 33.3 : 46.9
Total imports to : i : : ’
consumption-----do----: 25.0 : 28.5 34.0 : 49.7 : 25.1
GSP imports ko consump- : : i : :
tion-—-—--=m—= percenk—-: 2.9 5.6 : 12.7 : 16.6 : 83.2

1/ The figures shown represent the compound annual rate of change of a trend
plotted through the 4 years of data using linear regression.
2/ Estimated.

line

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

except as noted.

Industry profile and conditions of competition

Sugar is generally consumed as refined, i.e., pure sugar, in which form
it is a dry, white organic chemical known as sucrose. Sugar is derived either
from the milling and refining of sugar cane {(a perennial subtropical plant) or
the processing of sugar beets (an annual temperate zone plant). Sugar beets
are converted directly into refined sugar in one operation; sugar cane is
first converted into an intermediate product, raw sugar, by one process
(milling) before being converted into pure suger by another process
{refining). Milling is done close to where the cane is grown end refining is
usually done close to where the sugar is consumed. Sugar cane and sugar beeks
are not usual articles of domestic or international trade.



Sugar beets are produced in 15 Western and North Central States. Im crop
year 1977/78, the last year for which official data are available, sugar beets
were produced on some 10,500 farms; the number of farms has probably declined
significantly since then. Sugar beets are currently processed in 38 plants in
the United States, down from the 53 plants that were in operation in 1975, the
first year following the expiration of the Sugar Act of 1948. No new plants
have been built since 1975.

Sugar cane is grown in Hawaii, Puerto Rico, Louisiana, Florida, and
Texas. Hawaii is noted for having the highest ylelds of sugar cane per acre
in the world. There are about 300 farms in Hawaii producing sugar cane. Five
large corporations account for about 95 percent of the acreage and production
of Hawaiian sugar cane.

In Puerto Rico there has been a severe decline in the number of producers
of sugar cane and in the milling of sugar. The bulk of the acreage and most
of the mills are controlled by the Sugar Cocp. of Puerto Rico, a quasi-
governmental corporation. 1In 1981 there were seven mills processing sugar
cane in Puertc Rico. There were 1,425 farms producing sugar canme in 1977/78,
the last year for which data are available; the number of farms has
undoubtedly declined markedly since then.

In 1977/78, sugar cane was grown on 1,100 fFarms in Louisiana, 153 in
Florida, and 103 in Texas. Since then, the number of producers has probably
declined in Louisiana, stayed about the same in Florida, and increased in
Texas. 1/

There are currently 44 sugar cane mills in the United States and 20
refineries. The number of plants (of both types) and plant capaclty have been
declining in recent years.

Sugar is used primarily as a sweetening agent in foods. In the United
States, ebout one-third of the sugar consumed goes to households and
institutional users and two-thirds to industrial users, where it is used to
sweeten commercially sold products. Sugar is the dominant sweetener used in
the United States. It is a caloric sweetener and competes with other caloric
sweeteners and with noncaloric sweeteners. Sugar has been losing ground to
both. Per capita consumption of caloric sweeteners peaked in 1977. U.S.
consumption of refined sugar has been declining since 1977, from 21 billicn
pounds in 1977 to 17 billion pounds in 1982. Most of the decline in U.S.
sugar consumption has been absorbed by decreased imports. In the caloric
sweetener market, sugar has been losing out to corn sweeteners. In 1982, corn
sweeteners accounted for 39 percent of the market. Corn sweeteners are the
dominant sweeteners used in the beverage industry, where liquid products can
be used.

Sugar is a very volatile commodity in terms of price changes, with world
prices of raw sugar ranging from 6 cents per pound to over 50 cents per pound
in recent years. Most of the world trade in sugar is in some form of
preferential arrangement, with only about 20 percent of total trade in recent

1/ Report to the President on USITC Investigation No. 22-45 (Sugar),
Publication number 1253, June 1982, p. A-14.



years taking place in the so-called free market. The United States operated
under a preferential system for four decades until the expiration of the Sugar
Act of 1948 im 1974 (7 U.S.C. (1970) 1100 seq.). From 1975 until May 11,
1982, the United States was part of the "free market.™ 1/

The U.S5. Government regulated domestic sugar production, imports, and
prices from 1934 through 1974, when the Sugar Act of 1948 was allowed to
expire. Im 1975 and 1976 there were no U.S. sugar programs. In 1977, 1978,
and 1979, there was a price-support loan program im place pursuant to the
authority of the Food and Agricultural Act of 1977 (7 U.S5.C. 1445e). The
program was protected from import interference through a system of import
duties and fees imposed pursuant to section 22 of the Agricultural Adjustment
Act (7 U.S.C. 624). For the 1980 and 1981 sugar crops, no price-support
system was in place. The Agriculture and Food Act of 1981 provided for a
purchase agreement program to support the price of domestically produced sugar
beets and sugar cane beginning December 22, 1981, through March 31, 1982.
Thereafter, the price is to be supported through a loan system until the end
of the 1985 crop. The system is protected from import interference through
duties, section 22 fees, and import guotas.

The trade balance for sugar is shown in the following tabulation (in
millions of dollars):

Imports Exports Trade balance
1978—-- = 129 6 -123
1979 e ar4 7 -967
1980——--———mmm 1,995 329 -1,666
198l----m=———— 2,141 507 -1,634

Exports of sugar from the United States are very small, except in periods of
low-import duties and/or fees following a period of high duties and/or fees.
During such periocds refiners can import raw sugar and pay & low duty and/or
fee, export refined sugar, and collect a refund (drawback) of virtually all of
the previously paid higher import duties and/or fees.

During 1978-81, the value of U.S. sugar imports increased from $729
million to $2,141 million. The increase was primarily caused by increased
unit values; however, as mentioned above, part of the increase in imports inm
1980 and 1981 was for processing and reexport. Also, part of the increased
imports in 1981 was in anticipation of import restrictions. The principal
suppliers in 1981 and the share supplied were Brazil (18 percent), the
Dominican Republic (16 percent), Australia (15 percent), and Argentina (10
percent) .

GSP_imports

Sugar has been designated for GSP treatment since the GSP program was
implemented in 1976. The competitive-need criteria have excluded several GSP-

1/ Effective May 11, 1982, Presidential Proclamation 4941 (47 F.R. 19661}
established an import quota system with quota shares allocated on a
country-by-country basis.
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beneficiary countries from eligibility for GSP treatment for TSUS item 155.20
(sugar principally of crystalline structure or in dry amorphous form) for all
or part of the period. There were also significant alterations of normal
trade patterns as countries attempted to curtail their shipments at the end of
the year and avoid the loss of GSP eligibility, or ship as much as possible if
they had already exceeded the value criteria and the loss of eligibility had
not yet been announced.

In 1978-81, GSP imports of sugar increased from $83 million (equivalent
to 11 percent of total imports) in 1978 to a peak of $742 million (equivalent
to 37 percent of total imports) in 1980 (table 3). In 1981, GSP imports
amounted to $714 million, or 33 percent of total imports of sugar. 1/ Part of
the increased value of GSP imports of sugar from 1978-81 was accounted for by
higher prices. World prices of sugar (on a raw-value basis) increased from an
annual average of 7.8 cents per pound in 1978 to 29.0 cents per pound in 1980,
before declining to 16.8 cents per pound in 1981. 1In addition, the import
duty on raw sugar, which was at 2.8125 cents per pound from Movember 11, 1977,
through January 31, 1980, was reduced to 0.625 cent per pound, effective
February 1, 1980. During a period of low import duties following a period of
high import duties, importers can import raw sugar, pay the low duty {(or no
duty if the imported product was eligible for GSP treatment), and export
refined sugar end collect a refund (drawback) of virtually all of the higher
duties paid within the previous 3 years. Exports of refined sugar from the
United States amounted to 20,000 short tons {(raw value) imn 1978, 30,000 short
tons in 1979, 660,000 short tons inm 1980, and 1.2 million short tons in 1981.

The share of the U.S. market supplied by GSP imports increased from 2.9
percent in 1978 to 16.6 percent in 1981. Part of the increased share is the
result of the decline in sugar consumption in the United States, most of which
has been absorbed by decreased imports from non-GSP sources. The other major
reason for the increased share of the U.S5. market being supplied by GSP
imports is the increased use of the drawback provision, as discussed earlier
in this section. 2/

1/ The MFN rate of duty on raw sugar eligible for GSP in 1981 was 0.625 cent
per pound until Dec. 22, 1981, when it was increased to 2.8125 cents per pound.

2/ The guotas on imports of sugar into the United States, imposed in May
1982, were allocated based on average trade in 1975-81 and thus restrict any
growth in the share of trade by any country. However, because of low world
sugar prices in 1982 and the very restrictive quotas imposed in that year,
1982 imports from several temporarily ineligible GSP countries (Argentina,
Colombia, Guatemala, Panama, Philippine Republic, and Swaziland) were less
than the competitive need limitation for that year and those countries were
reinstated to the GSP-eligible list for sugar, effective April 1, 1983. Thus,
even though total imports of sugar and imports from each GSP supplying country
are limited by the quotas, the share of total imports supplied by G3SP
countries will be larger in 1983 than it previously was.



Table 4.--Cigars: U.

11

Cigars

8. employment, apparent

for consumption,

consumption, shipments and imports
1978-81

: : : : : Annual
Item £ 1978 L] 1979 i 1980 1981 : rate of
: 3 : - :change 1/
Employment 2/ : : : ' :
1,000 workers--: 7 6 : 6 : 6 : 4.5
Apparent consumption 2/ : - ; :
1,000 dollars——: 342,600 : 336,800 337,700 : 340,000 : -.2
Shipments 2/--—-—-—- do----: 325,300 : 317,700 : 311,400 : 305,200 : -2.1
Imporks: : 3 i : :
Total----——--————- do——--: 24,979 : 27,973 36,277 : 41,266 : 19.3
] . I S 0,: 0 : 0: 15,026 : .0
Ratio of-- : : 4 - i
GSP to total imports : : i i
percent-——: 0 3 1 .0 6.4 : .0
Total imports to ! : : : s
consumption----- dog-=--1 7.3 ¢ 8.3 : 10.7 : 12.1 4 19.4
GSP imports to : 5 : : :
.0 0 2 4.4 0

consumption——-—- do----;

.0

T

1/ The figure shown represents the compound annual rate of change of a trend line
plotted through the 4 years of data using linear regression.

2/ Bstimated.

Source:
except as noted.

Industry profile and conditions of competition

Compiled from official statistics of the U.S. Department of Commerce,

During 1978-81, the value of cigar consumption declined from $343 million
to $340 million, continuing a general consumer trend away from cigar smoking

over the last decade.

The decreasing demand is believed to be related to

sociael pressures concerning odor and to a decreasing number of cigar smokers.
Domestic shipments declined steadily from $325 million to $305 million during

1978-81.

The number of establishments and employment are estimated to have

declined during the period, from about 130 to 120 establishments and from

about 7,000 to 6,000 employees.

The trade balance for cigars is shown in the following tabulation (im

millions of dollars):

Exports Trade balance
B -17
9 =19
10 =26
11 =30
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During 1978-81, the ktrade balance for cigars was increasingly negative,
reflecting imports rising at a Faster rate than exports.

Imports of cigars increased from $25 million in 1978 to $41 milliom in
1981, or by 64 percent. The principal suppliers in 1981 and the share
supplied were the Dominican Republic (36 percent), Jamaica (23 percent),
Mexico (14 percent), and Honduras (13 percent). All substantielly increased
their dollar exports to the United States during 1978-81; however, Jamaica's
and Honduras' market shares remained about the same, Mexico's increased by
about one-third, and the Dominican Republic's quadrupled. The majority of
these cigars are of high quality and retail at a high price, reflecting the
U.S. consumer's demand for a premium cigar. The annual import to consumption
ratic increased from 7.3 percent in 1978 to 12.1 percent in 1981, as & result
of increasing imports and declining domestic shipments.

During 1978-81, exports of cigars increased from $7.7 million to $11.0
million, or by 43 percent. The United Kingdom was the primary market and
accounted for 19 percent of 1981 exports. Other important markets included
the Metherlands and France (8 percent each) and Ireland (5 percent). Cigar
exports were equivalent to ebout 3.6 percent of domestic cigar shipments in
1981, as compared with 2.4 percent in 1978.

In general, U.S. demand for low- and medium-priced cigars has declined in
recent years, whereas demand for premium cigars has remained strong. The

majority of the imported cigare are premium cigars made of quality tobacco and
require substantial labor input {many are hand-rolled). Premium cigars usually
gell in the United States at the retail level for at least 50 cents end trade
sources report that over 75 percent of the cigars which sell at this level are
imported. Domestic labor costs preclude much hand labor being used in the
production of a cigar. Consequently, most domestic cigars are machine made
and the majority are low- and medium-priced cigars, which are not in direct
competition with the premium import. However, it should be noted that most
large domestic producers have interests in the producticon and/or importation
of premium cigars from the major exporting countries.

GSP imports

Cigars first became eligible for GSP treatment in 1981. 1In that year,
GSP imports amounted to $15.0 million, or 36 percent of total imports. 1/
Although GSP imports were substantial in 1981, total imports still increased,
from $36.3 million in 1980 to $41.3 million in 1981, or by 14 percent. Trade
sources report there has been some shifting in foreign cigar production teo
take advantage of GSP status and believe part of the increase in cigar imports
and the increase in the cigar import tc consumption ratio was due to GSP
imports. An example cited is a shift in output Erom the Canary Islands to the
Dominican Republic. The Canary Islands are not designated as a beneficlary
counkry or tecritory Ffor GSP purposes. TIn 1981, GSP imports accounted For 4.4
percent of U.S. consumption.

1/ The MFN rate of duty on GSP-eligible cigars would have been 5.4 percent
in 1981, had these items not been eligible for duty-free treatment under the
GEP.
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Canned Fish, Except Salmon, Sardines, and Tuna

Table 5.--Canned fish, except salmon, sardines, and tuna: U.S. employment, apparent
consumption, shipments, and imports for consumption, 1978-81

: : : : : Annual

Item : 1978 : 1979 : 1980 : 1981 : rate of

: : : : :change 1/

Employment-- 1,000 workers——- - —-——eeeun : 1 1 : R 1: .0

Apparent consumption----1,000 dollars--: 48,800 : 45,300 : 58,600 : 60,000 : T:1

Shipments--- - —————ceeccee -ccdo==--: 34,400 : 31,100 : 41,100 : 47,100 : 13.0
Imports: : : : - :

Total---rmmm e e e do——-: 253,738 : 25,969 : 31,728 : 33,837 : 10.7

G P e do----: 8,194 : 9,687 : 12,934 : 12,338 : 16.4
Ratio of-- . : : : :

GSP to total imports-------- percent——: 31.8 ; 7.3 : 40.8 : 356.5 : 5.2

Total imports to consumption- --do---- - 52.8 : 57.3 : 54.1 : 56.4 : 3.4

GSP imports to consumption---- --do—---: 16.8 : 21.4 : 22.1 : 20.6 8.7

1/ The figure shown represents the compound annual rate of change of a trend line
plotted through the 4 years of data using linear regression.

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

Industry profile and conditions of competition

During 1978-81, the value of consumption of cenned Fish other than
salmon, sardines, and tuna (hereafter called "certain canned fish") rose

irregularly from $49 million to %60 million. The inerease in value failed to
keep pace with inflation as consumption declined in terms of volume,
continuing a general consumer trend away from canned fish to fresh and frozen
fish. The volume declined particularly in high-priced items, much of which
are supplied by developed countries. Consumption of moderately priced canned
fish, the bulk of which is supplied by GSP countries, increased somewhat.
Domestie shipments increased irregularly from $34 million to $47 millien
during 1978-81. The number of establishments and employment are estimated to
have remained about the same during this period at about 20 establishments and
about 1,000 employees.

The trade balance for certain canned fish is shown in the following
tabulation (in millions of dollars):

Imports Exports Trade balance
1978 - m e — e e 26 11 -15
G 1, - 26 12 -14
19B0——- - oo s 32 14 -18
19Bl----mr e - 34 20 -14

During 1978-81, the trade balance for certain canned fish was erratic but
generally level, reflecting an overall equilibrium between imports and exports.
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Imports increased from $26 million in 1978 to $34 million in 1981, or by
31 percent. The principal suppliers in 1981, and the percent supplied, were
Spain (21 percent), Canada (20 percent), Portugal (15 percent), and Morocco (5
percent). All of these increased their exports to the United States
substantially during 1978-81 with the top three maintaining about the same
shares as they held in 1978 but with Morocco increasing its share from 1
percent. The increase reflects both the recent inflation and the U.S.
consumer's demand For moderately priced canned fish. The majority of the
imports consist of moderately priced mackerel, herring, and anchovies. The
imports-to-consumption ratio increased irregularly, from 53 percent in 1978 to
56 percent in 1981 as a result of increased imports and exports.

During 1978-81, U.5. exports of certain cenned fish increased from
$11 million to $20 million, or by more than 80 percent. The United Kingdom
and Canada were the main markets; each accounted for about 30 percent of
exports in 1981. Other important mackets included Sweden and Egypt. The
increase in exports is not believed to represent a meaningful trend inasmuch
as exports include & wide variety of items, some of which exhibit wide
year-to-year variations.

In general, U.S. demand for high-priced canned fish has declined inm
recent years, whereas demand for moderately priced canned fish has remained
firm. The majority of the imports from developed countries are of the
high-priced types, the imports of which have decreased. The small rise in
consumption of moderately priced canned fish has been accounted for by
increases in both imports and domestic production.

GSP imports

G3P imports of certain canned fish increased from $8 million in 1978 to
$13 million in 1980 before declining to $12 million in 1981--half again as
much as in 1978, 1/ The shere of GSP imports to total imports rose from 31.8
percent in 1978 to 40.8 pereent in 1980, but was somewhat lower at 36.5
percent in 1981. GSP imports in 1981 supplied 20.6 percent of domestic
consumption. GSP imports were & significant Ffactor in the imcrease in the
total imports-to-consumption ratio during 1978-81. Whereas that ratio
increased at an annual rate of only 3.4 percent during the period, the GSP
imports-to-consumption ratio increased at an annual rate of 8.7 percent. The
increase in importance of GSP imports is attributed in large part to improved
fishing conditions and an expansion of processing facilities in certain GSP
countries.

The principal suppliers of GSP imports of certain canned fish im 1981 and
the percent supplied were Portugal (39 percent), Morocco (13 percent),
Republic of Korea (9 percent), and Chile (9 percent). Between 1978 and 1981,
Portugal, while increesing its shipments to the United States from $4 million
to $5 million, saw its share of total imports decline from 47 percent. During
this period, the Republic of Korea's share increased from 5 percent, Morocco's
share increased from 3 percent, and Chile's share increased from less than 1
percent,

1/ The MFN rate of duty on certain canned Fish eligible for GSP treatment
would have been 6.4 percent in 1981 had these items not been duty free under
the GSP.



The principal suppliers of GSP imports of certain canned fish in 1981 and
the percent supplied were Portugal (39 percent), Morocco (13 percent),
Republic of Korea (9 percent), and Chile (9 percent). Between 1978 and 1981,
Portugal, while increasing its shipments to the United States from $4 million
to $5 million, saw its share of total imports decline from 47 percent. During
this period, the Republic of Korea's share increased from 5 percent, Morocco's

share increased from 3 percenkt, and Chile's share increased from less than 1
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FOREST PRODUCTS 1/

Sector Profile and Conditions of Competition

The forest products sector includes the industries engaged in the
production of wood products (such as lumber, plywood, wooden tools and
utensils, cork and cork products, and products of rattan or fibrous vegetable
substances), paper and paper products (such as wood pulp, printing papers,
paperboard, and other paper products), and printed matter (such as books,
pamphlets, and other printed and manuscript material). During 1978-81, the
sector trended toward a more even annual trade balance.

The number of workers in the forest products sector increased steadily
from about 2.5 million in 1978 to 2.8 million in 1981, or by 12 percent,

during a period when the value of shipments rose by a third. Approximately 65
percent of the workers were employed at the production level in more than
60,000 firms located nationwide. Despite technological advances in a sector
which is generally capital intensive, additional workers were required to meet
the increase in demand.

The value of producers' shipments in the sector increased steadily from
$151 billion in 1978 to $200 billion in 1981, or by a third (see table 6).
Paper and printed matter shipments increased 49 percent during the same
period, from $107 billion in 1978 to $159 billion in 1981. This increase
offset a decline of $3 billion during the period of the wood products industry
shipments. In terms of value, the printed matter industry shipments in 1981
accounted for about 41 percent of all shipments within the sector, the paper
industry accounted for 38 percent, and the wood products industry supplied
nearly 21 percent. Since 1978, the wood products industry has lost about 10
percentage points of its share of sector shipments (in terms of value), while
the printed matter industry has gained about 8 percentage points of such
shipments. The increased value of shipments within this sector was associated
with growth in demand, steady increases in production costs, plus the trend in
inflation.

Consumption of wood, paper, and printed matter products rose steadily
during 1978-81, from $154 billion to $201 billion, or by 31 percent. This
increase closely follows that of the rise in producers' shipments over the
same period.

The imbalence of trade between imports and exports in the forest products
sector declined sharply during 1978-81, as shown in the following tabulation
{(in millions of dollars):

Imports Exports Trade balance
1978 e - 8,501 5,774 -2,727
1979=cccun- o 9,699 7,806 -1,892
1980~cccmmusr  cmmmmmms cm—— 9,252 9,609 357
19Bl-ccmmmm e e e 9,647 9,218 ~-430

1/ Included here are the commodities classified in schedule 2 of the Tariff
Schedules of the United States: Wood and Paper; Printed Matter.
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The general increase in U.S. exports (primarily pulp and paper) and a leveling
off of imports (primarily due to a significant decline in softwood lumber
imports) were the primary reasons for the shift in the trade balance in this
sector.

The value of U.S. wood, paper, and printed matter imports rose from $8.5
billion in 1978 to $9.6 billion in 1981, or by 13 percent. The ratioc of
imports to consumption declined slightly from 6 percent im 1978 to 5 percent
in 1981, The increase in value was led by imports of fine papers, primarily
from Canada, which rose 27 percent, from $2.6 billion in 1978 to $3.3 billion
in 1981. Imports of wood products declined from $4.0 billion in 1978 to $3.5
billion in 1981, or by 13 percent. This decline was led by a 27-percent drop
in the value of lumber imports, which fell from $2.6 billion in 1978 to $1.9
billion in 1981, caused mainly by & decline in U.S. housing starts during the
period. Canada was the primary source of this sector's imports, accounting
for 78 percent (in terms of wvalue) of these imports.

The value of U.S. exports in the forest products sector increased
significantly from $5.8 billion in 1978 to $9.2 billion in 1981, representing
a rise of 59 percent. Exports of wood pulp and industrial paperboard
(primarily to Japan, Germany, and the United Kingdom) led the increase. The
value of exports for the entire sector, as a percent of total shipments, rose
from 2.8 percent in 1978 to 5.4 percent in 1980, then declined to 4.6 percent
in 1981.

Continued modernization of existing mills, fueled by technological
developments leading to higher productivity of existing resources, has enabled
the U.S. industries in the forest products sector to remain as world leaders.
Recent efforts by the U.S. industries to increase exports, through more
- intensive marketing, are believed to have been partially responsible for the
increase in the value of exports during 1978-81. High labor costs, relative
to other countries, have prevented the U.S. industries in this sector from
exporting more goods in recent years.

GSP Imports

During 1978-81, total forest product sector imports under the GSP
increased steadily from $269 million to $349 million, or by 30 percent. The

ratio of GSP imports to total imports rose from 3.2 percent in 1978 to a high
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of 3.7 percent in 1980 before declining to 3.6 percemt in 1%81. 1/ The
following tabulation shows the distribution of GSP imports among significant
product areas within the forest products sector in 1981:

hare GSP rts
Product area (percent)
Miscellaneous wood manufactures-----cecce== 54
Plywood and building boards-—----——————cuuv 16
Fine papers--—-——————-— o e 11
Millwork—-—-- —=—— e e 10
Industrial papers- - oo s o e 7
OEher—— - - — oo e 3
Total l/=---cmmmmmmmmmm e e 100

1/ Because of rounding, figures shown may not add to the total shown.

It is apparent that the product area covering miscellaneous wood manufactures
led in terms of GSP imports inm 1981, accounting for more than half of such
imports in that year. Duty-free GSP imports of miscellaneous wood
manufactures in 1981 were egquivalent to 37 percent of total imports and

4 percent of domestic consumption in that product area. The ratio of GSP
imports to consumption did not exceed 1.0 percent in 1981 for the other
significant product areas in the sector (plywood and building boards, fine
papers, millwork, and industrial paper). Throughout 1978-81, the ratio of GSP
imports to consumption for the sector im its entirety remained at 0.2
percent. GSP imports have not resulted in significant increases in the
overall import market share of any commodity/industry group 2/ in the forest
products sector.

1/ It should be noted that many product areas within this sector are not
eligible for GSP duty-free treatment; for example, in 1981 only 15 percent of
the total sector imports entered under TSUS items which were eligible for GSP
treatment. The average MFN rate of duty on GSP-eligible items within the
sector wag 5.5 percent ad valorem in 1981.

2/ As defined in the USITC trade-monitoring system (see Preface for a
discussion of the system).
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Table 6.--Forest products: U.S. shipments, imports, exports, apparent
consumption, and employment, 1978-81

Item ©o1978 1979 1980 . 1981

Producers' shipments 1/---million dollars----—- : 151,199 : 169,759 : 178,485 : 200,433
Imports: : : : :

Total- - e ——— e ~do-—--: 8,501 : 9,699 : 9,232 ; 9,647

GEBP——-—- -—- e m e ——— do----; 269 337 : 339 349
Exports—— - e ———— do=——--; 3,774 3 7,806 : 2,609 : 9,218
Apparent consumption 2/-—- o -dg——--: 153,926 : 171,651 : 178,128 : 200,863
Ratio of-- - : : :

GSP to total imports--—-- -———————-—— percent——: 3.2 : 3.5 3.7 : 3.6

Total imports to consumption----- e [+ TR 5.5 1 - - 5.2 ¢ 4.8

GSP imports to consumption---—-—------— do——- -: 0.2 : 0.2 : 0.2 : 0.2
Total employment 1/----—----ueum 1,000 workers--: 2,488 : 2,556 : 2,610 : 2,816

1/ Estimated.
2/ Because of rounding, figures may differ from the computed total shown.

Source: Compiled from official statistics of the U.S. Department of Commerce, except
as noted.
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TEXTILES, APPAREL, AND FOOTWEAR 1/
Sector Profile and Conditions of Competition

The major industries covered here include: (1) the textile industry,
which manufactures yarns, fabrics, and certain finished products such as
carpets, sheets, and towels; (2) the apparel industry, which makes clothing,
including headwear, gloves, and other apparel accessories, from textile
materials, feathers (e.g., down), fur, leather, rubber, and plasties; and (3}
the footwear industry, which produces footwear from rubber and nonrubber
(primarily leather and vinyl) materials. It should be noted, however, that
most textiles, apparel, and footwear are barred by law from GSP eligibility. 2/

The U.S. Textile and Apparel Sector 3/

The textile and apparel sector is a major factor in the U.S. economy, but
its importance relative to the overall industrial sector has declined over the
years. Between 1978 and 1981, the total value of textile and apparel
shipments rose at an average annual rate of 4.7 percent, from $85 billion to
nearly $98 billion (table 8). However, its share of the Nation's industrial
activity declined during the period from 5.6 percent to an estimated 5.0
percent. Total employment of the textile and apparel sector of 2.07 million
workers during 1981 was 7 percent lower than the 1978 level of 2.24 million
workers, resulting in a decline in its share of the Nation's industrial
workforce from 10.9 to 10.3 percent.

Apparent U.S. consumption of textiles and apparel increased at an average
annual rate of 4.7 percent during 1978-81, from about $90.0 billion to
$103.2 billion, as shown in table 8. U.S. producers' shipments also rose 4.7
percent annually, from $85.2 billion to $97.7 billion, although their exports
increased 19 percent annually from $2.8 billion to $4.8 billion. Imports
climbed about 19 percent annually during 1978-81, from $7.7 billion to $10.3
billion, thereby expanding their share of the domestic market from 8.6 percent
to 10.0 percent. 4/ However, import penetration varies considerably by
individual products, ranging from negligible to 50 percent for certain apparel
items.

The major impact of imports on this sector has been confined primarily to
apparel, which accounted for all the sector's trade deficit during 1978-81.
The sector's deficit in 1981 climbed to a high of $5.5 billion, which was 43
percent higher than the 1980 deficit of $3.9 billion and 14 percent higher

1/ Included here are the commodities classified in the following portions of
the Tariff Schedules of the United States: Schedule 3 (Textile fibers and
textile products), and parts 1(A), 1(B), 1(C), 12(C{(pt.)), 12(D(pt.)), and
13{B) of schedule 7 (Specified products; miscellaneous and nonenumerated
products). See table 7 for an overall profile of these products,

2/ See section on GSP imports, p.26, for further discussion.

3/ Covers SIC 22 (textile mill products), SIC 23 (apparel and other textile
products), and SIC 3151 (leather gloves and mittens).

4/ The import value used in the calculations is the customs value, which
excludes U.S. import duties, freight insurance, and other charges incurred in
bringing the goods to the United States.
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than the previous record deficit of $4.8 billion in 1978. The deficit for
apparel in 1981 reached a record $6.2 billion, compared with $5.1 billion in

1980 and about $4.8 billion in 1978 and 1979. Textiles incurred a favorable
trade balance in 1981 of $692 million, down from slightly more than $1.0
billion im 1979 and 1980 but up from $41 million in 1978. Nevertheless, the
textile and apparel industries are linked economically, since about 40 percent
of U.S. textile output is consumed in U.S. production of apparel. Thus,
changes in U.S. spparel production levels may significantly affect overall
demand for U.S.-produced textiles.

The deteriorating trade balance in 1981 stemmed primarily from increased
importe of apparel, generated primarily by the largest suppliers--Hong Kong,
Taiwan, the Republiec of Korea (the Big Three), and China. Their shipments of
textiles and apparel in 1981 climbed 71 percent from those in 1978. The
remainder of the import growth was generated primarily by several smaller

Asian suppliers.

U.S. imports of most textiles and apparel have been subject to control
under the Multifiber Arrangement (MFA) since 1974. 1/ Sanctioned by the
General Agreement on Tariffs and Trade (GATT), the MFA provides an
international fremework within which importing countries can negotiate
agreements with exporting countries to 1limit their shipments of textiles and
apparel of cotton, wool, and manmade fibers. The United States, at the end of
1982, had sgreements limiting imports of these products with 24 countries, 20
of which were MFA signatories. 2/ Generally, the agreements in effect during
1978-81 provided for annuel gquota growth of 6 percent, although exports of
certain high-volume apparel items from major suppliers were held to lower
growth rates. In addition, exports could be increased significantly under the
so-called flexibility provisions which allowed the supplying countries to
‘"earryover" unused quota from the preceding year, "carryforward" or borrow
gquota from the following year, and "swing” or shift unused quota between
product categories in a given year. 3/

To further control imports during 1978-81, the United States in February
1979 pledged global import evaluation, greater control over import surges, and
understandings with major suppliers regarding tighter controls for the
remaining life of the bilateral agreements. Consequently, the 5-year
agreements with the Big Three which were to expire on December 31, 1982, were
reopened and further restraints were added to provide greater control over and
to reduce surges in their shipments.

1/ 0fficially known as the Arrangement Regarding International Trade in
Textiles, the MFA went into effect in January 1974 for 4 years, was extended
twice, and now runs through July 1986.

2/ U.8. authority to enter into textile trade agreements with signatory and
nonsignatory countries ig provided under sec. 204 of the Agricultural Act of
1956 (7 U.S.C. 624). The MFA signatory countries were Brazil, Colombia,
Haiti, Hong Kong, India, Indonesia, Japan, the Republic of Korea (Korea),
Macau, Malaysia, Mexico, Pakistan, the Philippines, Poland, Romania,
Singapore, Thailand, Yugoslavia, the Dominican Republic, and Sri Lanka. The
agreements with the four non-MFA signatories--Taiwan, China, Costa Rica, and
Mauritius—-are similar to those negotiated with MFA signatory countries.

3/ Most agreements provide that carryover and carryforward cannot exceed 11
percent of the receiving category's quota and that no more than 7 percent can
come from carryforward. Swing was usually limited to not more than 7 percent.
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More recently, the United States has pledged to relate growth of textile
and apparel imports to domestic market growth, which was estimated to be
between 1 and 2 percent in 1981. The greatest impact thus far has been on the
Big Three and China, with whom negotiations were held during 1982 to renew
bilateral textile agreements that were to expire that year. More restrictive
6-year agreements were concluded with the Big Three, retroactive to January 1,
1982, which limited growth on about three-fourths of their shipments to 1
percent annually. Because no new agreement was reached with China by January
15, 1983, quotas were unilaterally imposed on China's shipments retroactive to
January 1, 1983.

Apparel industry

Although apparel shipments increased at an average annual rate of 6
percent between 1978 and 1981, from $43 billion to $50 billion, little real
growth occurred. Output in 1981, as meesured by the Federal Reserve Board's
Industrial Production Index for SIC 23 (predominantly apparel), decreased 10
percent compared with that in 1978. The increased value of shipments
primarily reflected higher prices stemming largely from higher manufacturing
and material costs, which represent about two-thirds of apparel-manufacturing
costs, and sharply higher interest expense.

Apparel production takes place in more than 20,000 establishments, with
less than 20 percent employing 100 or more workers, according to official
statistics of the U.S. Department of Commerce. Slightly more than one-half of
the establishments are located in the Northeast, especially in New York.
However, the South, which has one-half as many plants as the Northeast, is the
largest employer, with about 40 percent of the industry's workforce compared
.with 33 percent in the MNortheast. Apparel plants in the South employ, on the
average, more than twice as many persons as those in the Northeast, primarily
reflecting the South's newer and larger plants and its greater number of
producers of men's apparel, which usually operate on a larger scale than the
more fashion-oriented women's apparel producers.

Average employment in the apparel industry declined annually from 1.33
million persons in 1978 to 1.24 million inm 1981, or by 7 percent. Moreover,
official statistics of the Bureau of Labor Statistics (BLS) show that the
unemployment rate of apparel workers during December 1981 rose to 13.7 percent
from 13.0 percent in December 1980; for all manufacturing, the unemployment
rate increased from 8.7 to 10.8 percent during the period. The hourly wage of
apparel production workers during 1981 averaged $4.96, compared with $7.99 for
all manufacturing; nevertheless, it remained considerably higher than the
hourly rates of $1.50 or less paid in Hong Kong, Taiwan, Korea, and China.
This disparity is significant since lebor, on the average, sccounts for about
one-third of the wholesale value of U.S.-produced apparel.

Although productivity in the apparel industry has increased about 2
percent annually in recent years, this improvement has not sufficiently closed
the price gap between U.S. and Asian producers. 1In the short rum, the
industry will probably have limited productivity improvement because many
manual operations are involved, fabric handling currently cannot be fully
automated, and fashion and seasonal changes often dictate small production
runs. Moreover, the industry's fragmented structure, consisting of a large
number of small and often under-capitalized companies, limits its use of
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capital-intensive technology. The latest data of the U.S. Department of
Commerce indicate that annual capital expenditures in the industry average
$538 per production worker, compared with $5,077 for all manufacturing. The
industry's labor intensity, as measured by the ratio of payroll to value added
by manufacture, was 49 percent in 1980 compared with 44 percent for all
manufacturing.

Textile industry

Textile shipments increased 13 percent between 1978 and 1981, from $42
billion to an estimated $48 billion. HReal output rose only 6 percent between
1978 and 1979, according to the Federal Reserve Board's Industrial Production
Index for SIC 22 (textile mill products), and decreased & percent between 1979
and 1981.

The number of textile mills totals more than 5,000, about two-thirds of
which employ fewer than 100 workers each. 1In addition, more tham 5,000
establishments cut and sew fabric into curtains, draperies, and other textile
products. The mills are located primarily in the Southeast, especially in the
Carclinas and Georgia.

Average employment in the textile industry during 1981 totaled 822,500
persons, 9 percent lower than the 1978 level. Average hourly wages of textile

production workers remained higher than those of apparel production -
workers--$5.52 and $4.96, respectively. Because of the recession and the
resulting decline in production during 1981, the unemployment rate of textile
mill production workers rose to 13.5 percent in December 1981 from 9.5 percent
in December 1980.

To better compete in both the domestic and foreign markets, the U.S.
textile industry has been modernizing its spinning, weaving, and finishing
equipment. This has been accompanied by & high degree of specialization, as
mills concentrate on high-volume products and deemphasize low-volume items or
products which do not lend themselves to new, high-speed production equipment,
such as pile fabrics. This investment in specialized equipment, coupled with
economies of scale and access to competitively priced fiber, has made U.S.
producers cost and product competitive vis-a-vis foreign producers in
producing most types of manmade-fiber fabrics as well as many types of medium
and better quality cotton fabrics. The lower quality cotton fabrics demanded
domestically have come from countries such as Pakistan and China, which have
not only low-cost labor, but locally grown cotton as well. The finer,
lightweight manmade-fiber fabrics sought in the U.S. market have been imported
primarily from Japan.

Footwear

Apparent U.S. consumption of rubber and nonrubber footwear grew in value
at an average annual rate‘'of 7.2 percent during 1978-81, rising from $6.8
billion to $8.4 billion, as shown in table 9. U.S. producers' shipments rose
more rapidly in value than did overall consumption or imports, inecreasing 8.7
percent annually from $4.2 billion to $5.4 billion. Imports rose 5.7 percent
annually during 1978-81, increasing from slightly less than $2.7 billion to
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$3.1 billion. Their share of the domestic market, in terms of value, averaged
37 percent in 1980 and 1981, compared with more than 38 percent in 1978 and
1979. Exports of domestically made footwear rose rapidly from $52 million in
1978 to $141 million in 1981; however, despite the growth, they still
represented a small (2.6 percent in 1981) but growing share of U.S. producers'
shipments.

Nonrubber footwear.--The number of firms producing nonrubber footwear
{primarily leather and vinyl) declined from 334 in 1978 to 307 im 1981. Many
of these firms are small operations. About half the industry's output is
produced by 22 firms. Average employment in the industry also showed a
decline, decreasing from 158,000 persons im 1978 to 143,000 in 1981.

Profit margins of the industry were below that for all manufacturing
during 1978-80, primarily because of higher labor content, rapidly increasing
leather prices, and competitive pricing. The industry's return on net sales
(before taxes) averaged about 5 percent during 1978 and 1979 and then rose to
7.4 percent in 1980, according to data submitted in response to questicnnaires
of the U.S. International Trade Commission by producers accounting for 42
percent of U.S. nonrubber footwear productionm in 1980. For all manufacturing,
profit margins averaged about 9 percent & year in 1978 and 1979 before falling
in 1980 to an estimated 7.8 percent. The industry's relatively low profit
merging also partly reflect the large number of small producers, many of which
do not have the capital necessary to adopt new technologies.

U.S. nonrubber footwear production declined steadily between 1978 and
1981, from 413 million pairs to 373 million pairs. Imports rose from 374
million pairs in 1978 to a record 405 million pairs in 1979, and then fell to
366 million pairs in 1980 and to 375 million pairs in 198l. Imports' share of
domestic consumption remained relatively stable during the period, averaging
50 percent annually.

Imports of nonrubber footwear from the major low-cost suppliers--Taiwan
and Korea--were controlled under orderly marketing agreements (OMA's) that
were in effect for 4 years, expiring on June 30, 1981. Imports from these
countries in 1978-81 were lower than their 1977 highs, when they accounted for
more than half the imports. However, imports from uncontrolled countries
increased significantly in 1978 and 1979 before returning to lower levels in
1980 and 1981, with a large part of these imports coming from Brazil and
several smaller Asian suppliers. Since the OMA's expired in mid-1981, imports
have increased significantly, with all but a small part of the growth being
generated by Taiwan and Korea. From 1981 to 1982, imports from Taiwan climbed
54 percent to a record 183 million pairs and those from Korea more than
doubled to a high of nearly 91 million pairs. These countries supplied more
than half the imports in 1982.

Rubber footwear.--The domestic industry (primarily SIC 3021) consisted of
approximately 60 establishments in 198l. Its shipments of rubber footwear

increased from 105 million pairs in 1978 to 108 million pairs in 1979 before
trending downward to 90 million pairs in 1981. Imports fell from 220 million
pairs in 1978 to 148 million pairs in 1979 before increasing to 166 million
pairs in 1981. Korea and Taiwan accounted for 72 percent of the imports in
1981.
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Apparent U.S. consumption of rubber footwear reached a high of
324 million pairs in 1978, declined to 242 million pairs in 1980, and then
increased to 255 million pairs in 1981. About three-fourths of consumption in
1981 consisted of footwear with fabric uppers and soles of rubber or
plastics. Imports' share of apparent consumption fluctuated during 1978-81,
from a high of 68 percent in 1978 to a low of 58 percent in 1979.

As a result of the expiration of the OMA's on nonrubber footwear, a
gignificant shift in imports from Korea and Taiwan has been occurring.
Between 1981 and 1982, their shipments of rubber footwear dropped 23 percent,
whereas their shipments of nonrubber footwear climbed 54 percent. This shift
wasg made largely because the expiration of the OMA's provided them with the
opportunity to increase their shipments of nonrubber footwear and to avoid the
higher U.8. duties on rubber footwear. The rates of duty onm rubber footwear
range from Z0 percent to about 67 percent ad valorem, compared with an average
of less than 10 percent ad valorem for nonrubber footwear.

U.S. exports of rubber footwear continue to be quite small, representing
less than 1 percent of U.S. producers' shipments in 1981. Nevertheless,
exports rose from 1.2 million pairs in 1978 to 2.1 million pairs in 1981,
partly as a result of the assistance provided the industry under the export
promotion program of the U.S. Department of Commerce.

Although there has been little overall growth in the U.S. rubber footwear
market during 1975-79, certain segments of the market have grown at the
expense of other segments. Specifically, demand for joggers and footwear
designed and sold for use in specific sports (e.g., soccer, racquetball, and
track) grew sharply during the period, greatly reducing demand for traditional
sneakers and tennis shoes. If the current emphasis on physical fitness and
leisure continues, apparent consumption of this footwear should at least

"remain steady.

GSP Imports

Textile and apparel items subject to trade agreements and virtually all
footwear are excluded from GSP eligibility under section 503(c)(l) of the
Trade Act of 1974. 1/ As was noted earlier, international trade in textiles
and apparel of cotton, wool, and manmade fibers is regulated under the terms
of the MFA, with the United States at the end of 1982 having agreements
limiting imports of these items with 24 countries, 20 of which were MFA
signatories. Cotton, wool, and manmade-fiber products comprise about 80
percent of U.S. imports of textile-based articles. In addition, two of the
most heavily imported GSP items covered here--leather apparel and down- and
feather-filled apparel, which were granted GSF treatment at the inception of
the program in January 1976, were removed from the list of GSP-eligible
articles in 1979 and 1981, respectively.

1/ As noted, most textile and apparel items are not eligible for GSP duty-
free treatment; for example, in 1981 only 7 percent of the total sector
imports entered under TSUS items which were eligible for GSP treatment. The
average MFN rate of duty on GSP-eligible items within the sector was 10
percent ad valorem in 1981.
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With respect to footwear, the Trade Act excludes virtually all leather,
rubber, and plastic (vinyl) footwear from GSP eligibility. The only footwear
that receives GSP treatment is zories (shower clogs or thonged sandals), which
are not made in the United States. This footwear represents less than 1
percent of the value of total footwear imports.

GSP imports of textile and apparel items decreased from $315 million in
1978 to $256 million in 1979, and then increased significantly to %363 million
in 1980 and to $405 million in 1981 (table 7). GSP imports averaged
approximately 3.7 percent annually of total imports over the period. The drop
in GSP imports in 1979 was due to the removal of leather apparel from GSP
eligibility in March 1979. Leather apparel was the largest category in this
sector in 1978, accounting for 43 percent of total GSP imports. The increased
GSP imports in 1980 resulted primarily from larger shipments of down- and
feather-filled apparel and manmade-fiber artificial flowers, GSP imports of
which rose to $122 million from $59 million in 1979. Although the down- and
feather-filled apparel was removed from GSP eligibility in 1981, GSP imports
continued to expand that year, marked by increases in shipments of artificial
flowers, footwear parts, broadwoven silk fabrics, and rubber and plastic
gloves.

The two most important GSP items covered here, in terms of trade, are
manmade-fiber artificial flowers and leather, rubber, and plastic footwear
parts, which together accounted for 40 percent of the GSP imports im 1981.
Imports of the artificial flowers totaled $87 million and of the footwear
parts, $40 million. The flowers, which are handmade, are not produced in the
United States. The footwear parts are imported by or on behalf of U.S.
footwear producers for conversion into footwear. The share of the domestic
market for finished footwear supplied by imports amounted to 37 percent in
.1981 on a value basis.

The product areas where GSP imports have significantly increased their
share of total imports and domestic consumption are gloves, headwear, fur
apparel and articles, and broadwoven silk fabrics. The gloves consisted of
seamless rubber or plastic gloves used primarily for industrial and household
purposes and the headwear primarily included straw or straw-like hats that
were popular during the Western hat fad of 1979-81. The fur items comprised
predominantly inexpensive rabbit-fur coats and jackets. The silk fabries,
which recorded the highest import penetration of these products, consisted
mostly of medium-priced textiles. A detailed discussion of these products
follows.
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Table 7.--Textiles and apparel (including textile fibers and miscellaneous
leather products): U.S. producers' shipments, imports, exports, apparent

consumption, and employment, 1978-81

Item L 1978 - 1979 - 1980 - 1981
Producers' shipments 1/ : : 3 :
million dollars--: 95,326 : 100,B04 : 105,956 : 111,601
Imports: 3 : £ :
Total---- ——mmee e mmmed D= = ! B,034 : 8,106 : 9,082 : 10,843
GSP———--————------———do----: 315 : 256 : 363 : 405
EXportg--=—=——=======- -=do- t 5,133 7,107 : B,714 : 8,207
Apparent consumption--- do—=--: 98,227 : 101,803 : 106,324 : 114,237
Ratio of-- : :
GSP to total imports-percent--: 3.9 : T 4.0 : 3.7
Total imports to consumption : :
do----: 8.2 : 8.0 : B.5 : 9.5
GSP imports to consumption - 2 :
do----: o it R . - -4
Total employment 2/ : : : .
1,000 workers- : 2,328 : 2,285 : 2,200 : 2,148

s

®

1/ Partly estimated by the staff of the U.S. International Trade Commission.
2/ Compiled primarily from official statistics of the Buresu of Labor
Statistics; does not include employment in production of cotton and wool

fibers.

Source: Compiled from official statistics of the U.S. Department of

Commerce, except as noted.
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Table 8.--Textiles and apparel (excluding textile fibers and miscellaneous
leather products): 1/ U.S. producers' shipments, imports, exports, apparent

consumption, and employment, 1978-81

LI

Item i 1378 1 1979 : 1580 5 1981

Producers' shipments 1/ 2 - - t
million dollars--: 85,163 : 88,318 : 93,326 : 97,715

Imports: 3 : : i
(o do—-- : 7,697 : 1777 3 8,695 : 10,332
el § . S — do----: 226 : 163 : 214 : 289
Exportg——- - do-—--: 2,850 : 4,101 : 4,839 : 4,824
Apparent consumption--- do----: 90,010 : 91,994 ; 97,182 : 103,223

Ratio of-- s - - c
GSP to total imports-percent--: 2.9 : 2.1 : 2.5 ¢ 2.8

Total imports to consumption : : : :
do----: 8.6 : 8.5 3 8.9 : 10.0

GSP imports to consumption £ : : -
do---—: e : e 2 3 |

Total employment 2/ . . 3 3
1,000 workers—-—: 2,235 2,193 2,115 : 2,070

1/ Covers BIC 22 (textile mill products),
products), and SIC 3251 (leather gloves and

Source: Compiled from official statistics of the U.S. Department of

Commerce, except as noted.

mittens).
2/ Compiled from official statistics of the Bureau of Lebor Statistics.

SIC 23 (apparel and other textile
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Table 9.--Footwear: U.S. ptoducers' shipments, imports, exports, apparent

consumption, and employment, 1978-81

LT

Item 5 1978 1979 1980 : 1981

Producers®' shipments - - : -
million dollars--: 4,206 : 4,746 : 5,166 : 5,407

Imports: : : : :
Total-—---——cceees —eeeedo——--: 2,662 : 2,909 : 2,957 : 3,141
GEP=- ~ = ———— do----: 6 : 6 : 7 : 7
Exportg——-==== —— do==- : 52 ¢ B3 : 131 : 141
Apparent consumption------do----: 6,817 : 7,572 : 7,992 : B,407

Ratio of-- i £ : :
GSP to total imports-percent--: 0.2 : 0.2 : 0.2 : 0.2

Total imports to consumption : : 5 -
do----: 39.1 : 38.4 : 37.0 : 37.4

GSF imports to consumption : : :
do----: .1 1 3 .1 2 ol

Total employment . : H £
1,000 workers--: 182 169 : 165 165

1

Source: Compiled from officia
Commerce.

statistics of the U.S. Department

of
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Fur Wearing Apparel and Articles

Table 10.--Fur wearing apparel and articles: U.S. apparent consumption,
shipments, imports for consumption, and number of employees, 1978-81

; " 4 s : Annual
Item i 1978 : 1979 ) 1980 i 1981 : rate of
: - - 5 :change 1/
1 : : ] : Percent
Apparent con- - :
sumption - - - . .

1,000 dollars——: 408,876 : 486,709 : 545,536 : 539,944 5.9
Shipments--—-—-- ~do----: 384,900 : 466,800 : 539,800 497,400 : 9.6
Imports: : : : ] :

Total--——————do——--: 60,280 82,314 : 88,841 : 106,170 : 19.4
GSP-----—=———dOo--~-1 34,414 ; 56,732 : 61,813 : 63,499 ; 21.2
Ratio of-—- : - : : :
GSP to total im- : : : i /
ports--—-percent--: 7 68.9 : 69.6 : 9.8 : 1.3
Total imports to : : : - :
consumption 5 . s - i
percent--: 14.7 : 16.9 : 163 19.7 : 8.8
GSP imports to : : : : H
consumption : : . - :
percenk—-: 8.4 : 11.7 : 11.3 3 11.8 : 10.3
Employment : : : - 8
1,000 workers—-: 4 : 5 4 4 4 ; -2.2

1/ The figure shown represents the compound annual rate of change of a trend
line plotted through the & years of data using linear regression.

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

Industry profile and conditions of competition

The U.5. fur products industry comprises many small establishments
producing primarily fur coats, jackets, and stoles. Almost two-thirds of the
establishments, which are concentrated in New York City, employed less than
5 persons and only 2 establishments employed 100 persons or more in 1980. The
small scale of operations reflects the small size and specialized nature of
the market and the high level of craftsmanship required to produce uniquely
styled and high-quality fur garments.

The number of establishments in the industry decreased during 1978-81,
from 549 to about 490. The number of employees in the industry, after
increasing from 3,900 in 1978 to 4,800 in 1979, decreased to 4,200 in 1981,
The declining size of the industry largely reflected some consolidation of
production facilities and the closing of several establishments producing
rabbit-skin apparel. These esteblishments, the number of which has decreased
significantly over the years and now totals less than five, competed directly
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with imports of rabbit-skin garments from the major suppliers, whose labor
costs and prices were significantly lower.

U.S. consumption of fur products, most of which consisted of fur coats
and jackets, increased 33 percent, from $408.9 million in 1978 to $545.5
million in 1980, before decreasing 1 percent to $539.9 million in 1981. The
trend in consumption largely followed the pattern of U.S. producers’
shipments, which increased 40 percent, from $384.9 million in 1978 to $539.8
million in 1980, before decreasing 8 percent to $497.4 million in 1981. The
increase in the value of consumption and producers®' shipments between 1978 and
1981 was due mainly to rising prices, as industry sources indicated that unit
sales remained relatively stable throughout the period. The decline in
producers' shipments in 1981 resulted largely from a decrease in exports.

U.8. imports increased annually during 1978-81, climbing 76 percent from
$60.3 million to $106.2 million. Consequently, their share of the market
increased during the period from 15 percent to almost 20 percent. Most of the
imports reportedly consisted of coats and jackets made from rabbitskins and
from wild furs, such as raccoon, beaver, and muskrat, which usually cost less
than other furs. Only 5 percent of the imports during 1978-81 consisted of
mink apparel. The major foreign suppliers of the fur products were Korea,
Hong Kong, and Canada.

The U.8. fur industry competes in the marketplace with imports by
offering high-quaelity products, considered to be among the best in the world,
fashionable styles, and custom tailoring. Traditionally a producer of the
more expensive mink coats, jackets, and stoles, the U.S. industry has been
turning to less expensive furs, such as fox, muskrat, and raccoon, to broaden
their product line. Imports, on the other hand, have consisted largely of the
less expensive rabbitskin coats and jackets. The significantly lower labor
costs of Korea and Hong Kong sllow them to buy high-quality European rabbit
skins and still be able to sell the finished garments at lower prices than
those offered by U.S. producers.

U.S. exports, which accounted for 13 percent of U.S. producers' shipments
during 1978-81, increased 129 percent, from $36.3 million in 1978 to $83.1
million in 1980, and then decreased 23 percent to $63.6 million in 1981. The
decline in exports resulted largely from the appreciation of the U.S. dollar
relative to other maejor currencies in foreign markets. The mejor markets
during the period were Japan, West Germany, and Switzerland.

Despite the overall export growth during 1978-81, a trade deficit was
posted throughout the period. The deficit in 1981 amount to $42.5 million,
compared with $5.7 million in 1980 and $24.0 million in 1978.

P ts

GSP imports of fur apparel and other fur articles increased 85 percent
during 1978-81, from $34.4 million to $63.5 million. Their share of total
imports of fur products rose from 57 percent in 1978 to nearly 70 percent in
1980, and then dropped to 60 percent in 1980. 1/ Most of the GSP imports

1/ The average 1981 MFN rate of duty on the GSP-eligible TSUS items was 7.8
percent ad valorem.
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during the period consisted of coats and jackets of rabbitskins. Although
accounting for only 2 percent of all GSP imports during the period, imports of
mink apparel increased significantly from $394,000 to $3.2 million.

The major suppliers of GSP imports, as well as of total fur product
imports, were Korea and Hong Kong, which supplied 84 percent of total GSP
imports during 1978-81. Their fur apparel industries, which must import the
raw materials, have been expanding in recent years, prompted in part by
growing world demand for inexpensive fur fashions, while at the same time
diversifying into nonquota apparel items. 1/ Also, the quality of their
products, especially from Hong Kong, has improved significantly.

GSP imports' share of the U.S. fur products market increased continually
from 8.4 percent in 1978 to slightly more than 11 percent in the years
1979-81. However, because imports had been concentrated in rabbitskin coats
and jackets, their share of this market was believed to be much higher.

1/ Korea's and Hong Kong's exports of apparel of cotton, wool, and manmade
fibers to major markets such as the United States and the European Community
are subject to quota under provisions of the Multifiber Arrangement,
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Headwear

Table 11.--Headwear: U.S. apparent consumption, shipments, imports for
consumption, and employment, 1978-81

- 4 : : Annual

Item 4 1978 H 1979 : 1980 . 1981 : rate of
; % ] g :change 1/
: Percent

* *®
H ®

Apparent con- H H ; H i

sumption f % : : E
1,000 dollars--: 534,079 : 588,451 : 165,829 : 829,475 : 17.2
Shipments—---- s [ 475,930 : 518,760 : 674,400 : 708,120 : 15.7

Imporkts: : i 3 : :
Total --do I 76,726 : 90,825 : 119,324 : 151,453 : 26.0
1 R e [ e 8,294 : 9,995 : 18,095 ; 22,425 ; 43.0

Ratio of-- 3 : . - C

GSP to total im- : z : : :
ports-—-—percent--: 10.8 : 11.0 : 15.2 : 14.8 : 13.5

Total imports to - 1 : : 5

consumption - 2 : - )
percent--: 14.4 : 15.4 : 15.6 : 18.3 : 7.6

GSP imports to : : : :

consumption H A : :
percent—-: 1.6 : j L e 2.4 2 - Sk 21.1

Employment - $ 5 . :
1,000 workers—-: 16 : p B S 197 19 : 6.5

.1/ The figure shown represents the compound annual rate of change of a trend
line plotted through the 4 years of data using linear regression.

Source: Imports, compiled from official statistics of the U.S. Department
of Commerce; employment and shipments estimated by the staff of the U.S.
International Trade Commission from official statistics of the U.S.
Departments of Labor and Commerce, respectively.

Industry profile and conditions of competition

The U.8. headwear industry consists primarily of small, privately owned
companies having only one establishment producing headwear. These
establishments produce millinery {(ladies' dress hats), hats (men's cloth hats,
felt hats, end straw hats), and knitted headwear (e.g., ski-type hats), which
account for sbout 95 percent of U.S. headwear production. The remainder of
the headwear consists of protective and other types of headwear made from
rubber or plastiecs, which are made primarily by the sporting goods or rubber
and plastics product industries.

The number of establishments in the headwear industry decreased from 440
in 1978 to about 400 in 1981. About 60 percent of these establishments

produced hats; 35 percent, millinery; and the remainder, knitted headwear.
New York was the major millinery center, and the Mid-Atlantic and West North
Central States (especially Missouri) were the major hat-producing centers.
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The number of persons employed in the industry increased from 16,000 in 1978
to 19,000 in 1981.

Manufacturing headwear remains labor intensive,