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IMPORT CONTROLS AND DOMESTIC INFLATION 

By 

Andrew F. B r i m m e r * 

The new d r i v e f o r p r o t e c t i o n , e p i t o m i z e d i n t h e p r o p o s a l s 

t o impose q u o t a s on i m p o r t s o f shoes and t e x t i l e s , c o u l d have 

s e r i o u s a d v e r s e e f f e c t s on U. S. consumers , on w o r k e r s g e n e r a l l y , 

and on t h e economy as a w h o l e . A t t h e same t i m e , t h e i m p o s i t i o n o f 

i m p o r t q u o t a s on shoes and t e x t i l e s w o u l d do l i t t l e t o s o l v e t h e 

b a s i c p r o b l e m s p l a g u i n g t h o s e two i n d u s t r i e s . T h i s i s t h e l e s s o n 

we s h o u l d have l e a r n e d f r o m t h e e x p e r i e n c e o f t h e p e t r o l e u m and 

s u g a r i n d u s t r i e s w h i c h a r e a l r e a d y p r o t e c t e d by q u o t a s . 

T h i s l a t e s t campaign t o e r e c t b a r r i e r s a g a i n s t i m p o r t s 

has s p a r k e d a new r o u n d o f a rguments a b o u t t h e m e r i t s o f f r e e t r a d e 

v s . p r o t e c t i o n i s m , and a p h a l a n x o f i n d u s t r y and l a b o r o r g a n i z a t i o n s 

has been a r r a y e d on t h e s i d e o f p r o t e c t i o n . O p p o s i t i o n t o t h e p r o -

p o s a l s has a l s o been v i g o r o u s , most o f i t com ing f r o m i m p o r t e r s , 

* Member, Board o f Governo rs o f t h e F e d e r a l Rese rve Sys tem. 

T h i s paper i s based on wo rk w h i c h I i n i t i a t e d l a s t s p r i n g . 
S e v e r a l members o f t h e B o a r d ' s s t a f f have p a r t i c i p a t e d a t v a r i o u s 
s t a g e s o f t h e a n a l y s i s . M r . D a n i e l Roxon and M r s . B e t t y L . B a r k e r 
d i d mos t o f t h e s t a t i s t i c a l and t r a d e a n a l y s i s on w h i c h t h e p a p e r 
r e s t s . M r . B e r n a r d Norwood and M r s . He len B. J u n z , r e s p e c t i v e l y , 
p r o v i d e d v a l u a b l e c o u n s e l w i t h r e s p e c t t o U. S. t r a d e p o l i c y and t h e 
use o f i m p o r t s by f o r e i g n governments t o s t r e n g t h e n g e n e r a l s t a b i l i -
z a t i o n p o l i c i e s . M r . Samuel P i z e r h e l p e d t o c o o r d i n a t e w o r k on t h e 
p r o j e c t . 
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academic e c o n o m i s t s , and c o m m u n i c a t i o n s m e d i a . Spokesmen f o r t h e 

F e d e r a l Government have been h e a r d on b o t h s i d e s o f t h e i s s u e - -

and w i t h v a r y i n g degrees o f s u p p o r t f o r q u o t a s on p a r t i c u l a r 

c o m m o d i t i e s . 

Howeve r , one c r u c i a l v o i c e - - t h a t o f t h e A m e r i c a n con -

sumer - - has been s c a r c e l y h e a r d . Few q u e s t i o n s have been r a i s e d 

a b o u t t h e c o s t s t o consumers o f i m p o r t q u o t a s on shoes and t e x -

t i l e s . Y e t , i t i s t h e A m e r i c a n consumer who u l t i m a t e l y w o u l d 

b e a r t h e b u r d e n o f such r e s t r i c t i o n s : h i s range o f c h o i c e w o u l d 

be l i m i t e d , h i s c o s t s o f c l o t h i n g w o u l d r i s e a p p r e c i a b l y , and 

f u r t h e r p r e s s u r e w o u l d be e x e r t e d on t h e g e n e r a l l e v e l o f consumer 

p r i c e s . M o r e o v e r , among consumers , t h e b u r d e n w o u l d f a l l most 

h e a v i l y on t h o s e low income g r o u p s t h a t can l e a s t a f f o r d t o bea r i t . 

These a r e among t h e m a i n c o n c l u s i o n s emerg ing f r o m an 

assessmen t o f t h e p r o b a b l y e f f e c t s o f i m p o r t q u o t a s on shoes and 

t e x t i l e s w h i c h I have had underway - - f r o m t i m e t o t i m e - - s i n c e 

l a s t s p r i n g . E s s e n t i a l l y , t h e assessment i s based on an a n a l y s i s 

o f d o m e s t i c c o n s u m p t i o n and f o r e i g n t r a d e p a t t e r n s d u r i n g t h e 1 9 6 0 f s 

and a p r o j e c t i o n o f demand and s u p p l y c o n d i t i o n s t o 1975. The m a i n 

p r o v i s i o n s o f t h e p r o p o s e d t r a d e l e g i s l a t i o n ( H . R . 18970) s e r v e as 

t h e f r a m e w o r k f o r t h e i n q u i r y . The a s s u m p t i o n s (and l i m i t a t i o n s ) o f 

t h e a n a l y s i s a r e s p e l l e d o u t b e l o w , b u t t h e most i m p o r t a n t r e s u l t s 

c a n be summar ized b r i e f l y a t t h i s p o i n t : 
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I f q u o t a s on f o o t w e a r s t i p u l a t e d i n t h e p r o p o s e d 
b i l l were a d o p t e d , t h e e x t r a c o s t t o consumers 
w o u l d be i n t h e n e i g h b o r h o o d o f $ 1 . 9 b i l l i o n 
i n 1975, compared w i t h t h e l e v e l o f e x p e n d i t u r e s 
t h a t m i g h t be e x p e c t e d i n t h e absence o f q u o t a s . 

I n t h e case o f t e x t i l e s (whe re a p p a r e l w o u l d be 
t h e m a i n i t e m a f f e c t e d ) , t h e e x t r a c o s t t o c o n -
sumers m i g h t be a b o u t $ 1 . 8 b i l l i o n i n 1975. 

I n t h e absence o f q u o t a s on f o o t w e a r and a p p a r e l , 
d o m e s t i c p r i c e s o f t h e s e c o m m o d i t i e s w o u l d p r o b -
a b l y d e c l i n e by an amount l a r g e enough t o r e s u l t i n a 
modest d e c r e a s e i n t h e g e n e r a l l e v e l o f consumer 
p r i c e s . However , w i t h q u o t a s imposed , t h e t o t a l 
consumer p r i c e i n d e x i n 1975 ( u s i n g a base o f 1969= 
100) w o u l d be a l m o s t 1 p e r c e n t a g e p o i n t h i g h e r — and 
t h e i n d e x e x c l u d i n g f o o d s and s e r v i c e s w o u l d be about 
1 - 1 / 2 p e r c e n t a g e p o i n t s h i g h e r - - t h a n m i g h t be ex -
p e c t e d i n t h e absence o f q u o t a s . 

These e s t i m a t e s a r e o b v i o u s l y t e n t a t i v e and s h o u l d be 

i n t e r p r e t e d w i t h c o n s i d e r a b l e c a u t i o n . N e v e r t h e l e s s , t h e y do 

s u g g e s t t h e g e n e r a l d i r e c t i o n and r o u g h m a g n i t u d e o f t h e a d d i t i o n a l 

b u r d e n s consumers w o u l d have t o s u s t a i n i f t h e l e g i s l a t i o n i s 

a d o p t e d and i f q u o t a s on i m p o r t s o f shoes and t e x t i l e s were imposed 

as s p e c i f i e d o M o r e o v e r , t h e s e c o s t s w o u l d p r o b a b l y be c l o s e t o t h e 

min imum, s i n c e q u o t a s on o t h e r t y p e s o f consumer goods m i g h t soon 

f o l l o w . 

The e v i d e n c e on w h i c h t h e s e e s t i m a t e s a r e based i s 

p r e s e n t e d b e l o w . F i r s t , h o w e v e r , i t m i g h t be h e l p f u l t o summarize 

t h o s e p r o v i s i o n s o f t h e p r o p o s e d l e g i s l a t i o n t h a t a r e most r e l e v a n t 

t o t h e f i r s t p a r t o f t h e p r e s e n t d i s c u s s i o n . O t h e r p r o v i s i o n s a r e 

r e f e r r e d t o a t l a t e r p o i n t s i n t h i s p a p e r . 
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L e g i s l a t i v e P r o p o s a l s t o Impose I m p o r t Quo tas 

Under H .R. 18970 , p r o p o s e d as amendments t o e x i s t i n g 

t a r i f f and t r a d e l aws o f t h e U n i t e d S t a t e s , — ^ t h e P r e s i d e n t ' s 

a u t h o r i t y t o e n t e r i n t o t r a d e ag reemen ts w i t h f o r e i g n c o u n t r i e s 

w o u l d be e x t e n d e d u n t i l J u l y 1 , 1973. T h i s a u t h o r i t y was g r a n t e d 

o r i g i n a l l y u n d e r t h e T rade E x p a n s i o n A c t o f 1962; b u t w i t h t h e 

e x p i r a t i o n o f t h i s A c t t h r e e y e a r s a g o , t h e P r e s i d e n t has n o t had 

such a u t h o r i t y . 

The P r e s i d e n t w o u l d be a b l e t o r e d u c e t h e r a t e s o f d u t y 

2/ 

t o w h i c h t h e U. S. was c o m m i t t e d on J u l y 1 , 1 9 6 7 - by n o t more 

t h a n 20 p e r c e n t o r 2 p e r c e n t a g e p o i n t s , w h i c h e v e r i s l o w e r . Such 

t a r i f f r e d u c t i o n s mus t t a k e p l a c e i n a t l e a s t two s t a g e s w i t h one 

y e a r i n t e r v e n i n g be tween each r e d u c t i o n . The i n t e n t i o n o f t h i s 

p r o v i s i o n i s a p p a r e n t l y t o g i v e t h e P r e s i d e n t a u t h o r i t y t o compen-

s a t e o u r t r a d i n g p a r t n e r s f o r a c t i o n s t h e U. S. may t a k e t o r e s t r i c t 

i m p o r t s u n d e r t h e p r o p o s e d l e g i s l a t i o n . 

1/ The b i l l was d r a f t e d and a d o p t e d by t h e House Ways and Means 
Commi t tee i n m i d - A u g u s t , and i t c l e a r e d t h e House R u l e s Commi t tee 
i n e a r l y Sep tembe r . The f u l l House o f R e p r e s e n t a t i v e s i s e x p e c t e d 
t o v o t e on t h e measure soon a f t e r t h e end o f t h e e l e c t i o n r e c e s s 
i n m i d - N o v e m b e r . The Sena te F i n a n c e Commi t tee has a d o p t e d a b i l l 
s i m i l a r t o t h a t a p p r o v e d by t h e two House C o m m i t t e e s . The Sena te 
as a w h o l e i s a l s o e x p e c t e d t o v o t e on t h e m a t t e r b e f o r e t h e end 
o f t h e y e a r . 

2/ I n e f f e c t , t h i s means t h e r a t e s o f d u t y w h i c h w i l l e x i s t when 
t h e f i n a l s t a g e o f t h e Kennedy Round t a r i f f r e d u c t i o n s t a k e s p l a c e 
on J a n u a r y 1 , 1972. 
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The b i l l s t r e n g t h e n s the P r e s i d e n t ' s powers t o r e t a l i a t e 

a g a i n s t f o r e i g n c o u n t r i e s w h i c h " u n r e a s o n a b l y 1 1 o r " u n j u s t i f i a b l y " 

r e s t r i c t U. S. e x p o r t s . Under t h e b i l l , t h e P r e s i d e n t w o u l d be 

a b l e t o impose t a r i f f d u t i e s o r o t h e r i m p o r t r e s t r i c t i o n s on t h e 

p r o d u c t s o f a f o r e i g n c o u n t r y w h i c h i s d i s c r i m i n a t i n g a g a i n s t U. S. 

p r o d u c t s - - w h e t h e r a g r i c u l t u r a l o r n o n - a g r i c u l t u r a l - - whereas 

3 

p r e v i o u s l y he c o u l d do so o n l y i n t h e case o f a g r i c u l t u r a l p r o d u c t s . — 

I n a d d i t i o n , s u b s i d i e s p r o v i d e d by a f o r e i g n c o u n t r y on i t s e x p o r t s 

t o f o r e i g n m a r k e t s w h i c h u n f a i r l y a f f e c t U. S. e x p o r t s t o t h o s e same 

m a r k e t s a r e s p e c i f i c a l l y l i s t e d as " u n j u s t i f i a b l e " d i s c r i m i n a t o r y 

a c t s and as such w o u l d be grounds f o r U. S. r e t a l i a t i o n . 

The b i l l o u t l a w s t h e use o f t a r i f f d u t i e s t o l i m i t i m p o r t s 

f o r n a t i o n a l s e c u r i t y r e a s o n s ; o n l y q u a n t i t a t i v e c o n t r o l s can be 

u s e d . T h i s p r o v i s i o n w o u l d p r e v e n t t he P r e s i d e n t f r o m a b o l i s h i n g 

t h e o i l i m p o r t q u o t a s and i m p o s i n g t a r i f f s i n s t e a d . 

Quotas w o u l d be imposed on t e x t i l e s and f o o t w e a r , b y 

c o u n t r y and by c a t e g o r y . I n 1971, i m p o r t s o f each c a t e g o r y o f t e x t i l e 

and f o o t w e a r a r t i c l e s i n each c o u n t r y w o u l d be l i m i t e d t o t h e a v e r a g e 

a n n u a l q u a n t i t y o f such a r t i c l e s i m p o r t e d f r o m t h a t c o u n t r y d u r i n g 

t h e y e a r s 1967, 1968, and 1969. B e g i n n i n g i n 1972, t h e q u a n t i t i e s 

p e r m i t t e d by t h i s base l e v e l f o r m u l a may be i n c r e a s e d b y n o t more 

t h a n 5 p e r c e n t o f t h e amount a u t h o r i z e d i n t h e p r e c e d i n g y e a r . 

C o t t o n t e x t i l e s a l r e a d y c o v e r e d by quo tas u n d e r t h e L o n g - T e r m C o t t o n 

T e x t i l e A r rangemen t w i l l be exempt f r o m t h e p r o p o s e d q u o t a s . 

3/ As b e f o r e , t h e P r e s i d e n t can a l s o p r e v e n t a f o r e i g n c o u n t r y who 
u n r e a s o n a b l y o r u n j u s t i f i a b l y r e s t r i c t s U. S. e x p o r t s f r o m r e c e i v i n g 
t h e b e n e f i t s o f U. S. t r a d e agreement c o n c e s s i o n s . Digitized for FRASER 
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A l s o , s p e c i f i c t e x t i l e o r f o o t w e a r a r t i c l e s may be exempted i f t h e y 

cause no m a r k e t d i s r u p t i o n , i f i t i s i n t h e n a t i o n a l i n t e r e s t t o do 

s o , i f t o t a l s u p p l y f r o m d o m e s t i c and f o r e i g n s o u r c e s i s i n a d e q u a t e , 

o r i f v o l u n t a r y q u o t a s w i t h e x p o r t i n g c o u n t r i e s a r e n e g o t i a t e d . The 

i m p o r t q u o t a s on t e x t i l e s and f o o t w e a r may be e x t e n d e d by t h e 

P r e s i d e n t b u t f o r no more t h a n 5 y e a r s a t a t i m e . I f t h e y a r e n o t 

e x t e n d e d , t h e q u o t a s w i l l e x p i r e on J u l y 1 , 1976. 

Quo tas v s . S t r u c t u r a l Prob lems i n t h e T e x t i l e I n d u s t r y 

As I s t r e s s e d above , t h e i m p o s i t i o n o f i m p o r t q u o t a s w i l l 

do l i t t l e t o c o r r e c t t h e b a s i c p r o b l e m s w i t h w h i c h t e x t i l e p r o d u c e r s 

a r e c o n f r o n t e d . The t e x t i l e i n d u s t r y i s u n d e r g o i n g a m a j o r s t r u c -

t u r a l a d j u s t m e n t o f w h i c h t h e r i s e i n i m p o r t s i n r e c e n t y e a r s i s 

o n l y one symptom - - d e s p i t e t h e a t t e m p t s t o a s s o c i a t e a l l t h e d i f f i -

c u l t i e s o f t h e i n d u s t r y w i t h i m p o r t s . I n f a c t , c u r t a i l i n g i m p o r t s 

w i l l o n l y d e l a y and d i s t o r t t h e a d j u s t m e n t p r o c e s s w h i c h i s n e c e s s a r y 

f o r t h e v i a b i l i t y o f t h e i n d u s t r y i n t h e l o n g r u n . 

The a d j u s t m e n t p rob lems f a c e d by an i n d i v i d u a l t e x t i l e 

f i r m a r e d e t e r m i n e d p a r t l y by t h e e x t e n t t o w h i c h i t c o n c e n t r a t e s 

on a p a r t i c u l a r s e c t o r o f t h e i n d u s t r y . The scope o f t h e t e x t i l e 

i n d u s t r y c a n be d e f i n e d i n a t l e a s t two ways . I n t e r m s o f m a t e r i a l s , 

t e x t i l e s i n c l u d e a l l p r o d u c t s o f c o t t o n , man-made, f i b e r s , w o o l , and 

s i l k - - and c o m b i n a t i o n s and m i x t u r e s o f t h e s e and o t h e r f i b e r s and 

s u b s t a n c e s . I n t e rms o f s t a g e o f p r o c e s s i n g , t e x t i l e s encompass 
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f i b e r ( b u t n o t t h e raw m a t e r i a l i n i t s n a t u r a l s t a t e ) , f a b r i c s and 

a p p a r e l . F a b r i c s may be f i n i s h e d m a t e r i a l s ( c a p a b l e o f b e i n g made 

i n t o f i n a l p r o d u c t s ) o r " g r a y goods11 ( r e q u i r i n g f u r t h e r p r o c e s s i n g 

b e f o r e f i n a l u s e ) . The p r o p o s e d q u o t a s w o u l d have t h e i r h e a v i e s t 

i m p a c t on i m p o r t s o f man-made m a t e r i a l s and m a n u f a c t u r e s - -

e s p e c i a l l y on a p p a r e l and f a b r i c s . 

The r i s e i n m a r k e t p e n e t r a t i o n o f i m p o r t e d t e x t i l e s 

r e f l e c t s i n p a r t t h e s lowness w i t h w h i c h a t r a d i t i o n a l l y s m a l l 

u n i t i n d u s t r y a d a p t s t o new t e c h n o l o g y . Even i n i n d u s t r i e s where 

t h e a v e r a g e u n i t o f p r o d u c t i o n i s l a r g e , t h e a d a p t a t i o n t o t e c h -

n o l o g i c a l change may be s l o w . T h i s i s i l l u s t r a t e d d r a m a t i c a l l y 

by t h e t i m e i t t o o k t h e s t e e l i n d u s t r y t o c o n v e r t i t s f a c i l i t i e s 

t o t h e new oxygen p r o c e s s - - p a r t l y u n d e r t h e s p u r o f c o m p e t i t i o n 

f r o m r i s i n g i m p o r t s . The l a g i s even more p ronounced f o r a s m a l l 

u n i t i n d u s t r y such as t e x t i l e s . However , t h a t t h e p r o c e s s i s 

underway i s d e m o n s t r a t e d by t h e c o n t i n u i n g t r e n d t o w a r d c o n c e n t r a -

t i o n i n t h e i n d u s t r y and by t h e r a t e o f p r o f i t a b i l i t y o f t h e l a r g e r 

c o r p o r a t i o n s . 

Between 1958 and 1967 , t h e number o f f i r m s m a n u f a c t u r i n g 

t e x t i l e s d e c l i n e d s h a r p l y . F o r examp le , d u r i n g t h i s p e r i o d , t h e 

number o f companies p r o d u c i n g woven c o t t o n f a b r i c s d e c l i n e d by 30 per 

c e n t ; t h e number mak ing s y n t h e t i c f a b r i c s d r o p p e d by 17 p e r c e n t , and 

t h e number p r o d u c i n g i t e m s o f a p p a r e l such as men 's s u i t s and s h i r t s 

and women's s u i t s and unde rwear d e c r e a s e d be tween 20 pe r c e n t and 35 

p e r c e n t . The r e s u l t was t h a t by 1967 t h e 50 l a r g e s t companies 

a c c o u n t e d f o r a b o u t t w o - t h i r d s o f t h e i n d u s t r y ' s o u t p u t . 
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Y e t , as s u g g e s t e d by s t a t i s t i c s r e l a t i n g t o t h e 500 

l a r g e s t i n d u s t r i a l c o r p o r a t i o n s i n t h e U n i t e d S t a t e s , even t h e 

l a r g e s t f i r m s i n t h e t e x t i l e i n d u s t r y - - on t h e a v e r a g e - - appea r 

it t o be s m a l l e r t h a n t h e i r c o u n t e r p a r t s i n o t h e r i n d u s t r i e s . 

* S o u r c e : F o r t u n e m a g a z i n e , as r e p o r t e d i n U. S. Bu reau o f 
t h e Census, S t a t i s t i c a l A b s t r a c t , 1963 and 1970. 

I n g e n e r a l , t h e l a r g e s t t e x t i l e f i r m s appea r t o be a b o u t 

t w o - t h i r d s t o t h r e e - q u a r t e r s as l a r g e as t h e t o p i n d u s t r i a l f i r m s 

i n t h e economy as a w h o l e . The t y p i c a l l a r g e a p p a r e l m a n u f a c t u r e r s 

a p p e a r t o be r o u g h l y o n e - h a l f t o t h r e e - f i f t h s t h e s i z e o f t h e i r 

c o u n t e r p a r t s i n o t h e r i n d u s t r i a l s e c t o r s . M o r e o v e r , w h i l e t h e gap 

i n te rms o f s a l e s p e r employee was c l o s e d somewhat f o r a p p a r e l f i r m s 

d u r i n g t h e 1 9 6 0 f s , t h e o v e r a l l l a g f o r b o t h t e x t i l e and a p p a r e l f i r m s 

r e m a i n s l a r g e . 

I n t e rms o f p r o f i t a b i l i t y , t h e l a r g e s t f i r m s i n t h e t e x t i l e 

i n d u s t r y have c o n t i n u e d t o i m p r o v e t h e i r p o s i t i o n , compared w i t h 

t h e i r c o u n t e r p a r t s i n o t h e r m a n u f a c t u r i n g i n d u s t r i e s . A g a i n , t h i s 

1961 1969 

A s s e t s Per Employee 

A l l c o r p o r a t i o n s $16 ,264 $21 ,545 
T e x t i l e m a n u f a c t u r e r s 11 ,035 14 ,609 
A p p a r e l m a n u f a c t u r e r s 7 ,982 1 0 , 2 0 4 

S a l e s Per Employee 

A l l c o r p o r a t i o n s $20 ,506 $27 ,986 
T e x t i l e m a n u f a c t u r e r s 14 ,572 20 ,195 
A p p a r e l m a n u f a c t u r e r s 12 ,234 15 ,799 
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c o n c l u s i o n i s s u p p o r t e d by s t a t i s t i c a l i n f o r m a t i o n r e l a t i n g t o t h e 

500 l a r g e s t i n d u s t r i a l c o r p o r a t i o n s : * 

1961 1969 
S a l e s p e r d o l l a r o f i n v e s t e d c a p i t a l 

A l l c o r p o r a t i o n s $ 1 . 9 2 $ 2 . 4 1 
T e x t i l e m a n u f a c t u r e r s 1 . 9 3 2 . 6 6 
A p p a r e l m a n u f a c t u r e r s 2 . 4 4 3 . 3 0 

R e t u r n on i n v e s t e d c a p i t a l ( p e r c e n t ) 

A l l c o r p o r a t i o n s 8 . 3 1 1 . 3 
T e x t i l e m a n u f a c t u r e r s 6 . 1 7 . 9 
A p p a r e l m a n u f a c t u r e r s 8 . 8 1 1 . 9 

S a l e s by t e x t i l e f i r m s pe r d o l l a r o f i n v e s t e d c a p i t a l we re 

r o u g h l y t h e same as t h o s e f o r a l l l a r g e c o r p o r a t i o n s i n 1961, and 

t h e y were m o d e r a t e l y h i g h e r i n 1969. For a p p a r e l f i r m s , r e f l e c t i n g 

t h e r e l a t i v e l y s m a l l e r i n v e s t m e n t r e q u i r e d t o e n t e r t h e f i e l d , s a l e s 

p e r d o l l a r o f i n v e s t m e n t were o n e - q u a r t e r t o o n e - t h i r d h i g h e r i n 

b o t h y e a r s . P a r t l y f o r t h e same r e a s o n , n e t p r o f i t s o f a p p a r e l 

f i r m s as a p e r c e n t a g e o f i n v e s t e d c a p i t a l we re s l i g h t l y h i g h e r i n 

b o t h y e a r s t h a n f o r l a r g e m a n u f a c t u r e r s g e n e r a l l y - - and c o n s i d e r a b l y 

h i g h e r t h a n f o r f i r m s p r o d u c i n g t e x t i l e s , f o r whom t h e r a t e o f r e t u r n 

was more t h a n o n e - q u a r t e r be low t h a t f o r a l l l a r g e i n d u s t r i a l 

c o r p o r a t i o n s . 

Fo r t e x t i l e and a p p a r e l m a n u f a c t u r e r s , d a t a on n e t p r o f i t s 

a f t e r t a x e s as a p e r c e n t a g e o f s a l e s g i v e an even c l e a r e r p i c t u r e 

o f t h e d i v e r g e n t t r e n d s among l a r g e and s m a l l f i r m s w i t h i n t h e s e 

i n d u s t r i e s ; 

^ S o u r c e : Same as t h a t shown on p . 8 . 
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19i 
A l l 

C o r p s . 

61 
L a r g e s t 

F i r m s 

19i 
A l l 

Co rps . 

69 
L a r g e s t 

F i r m s 

A l l m a n u f a c t u r i n g 4 . 3 0 4 . 2 0 4 . 7 9 4 . 6 0 
T e x t i l e m a n u f a c t u r i n g 2 . 0 9 3 . 0 0 2 . 8 5 3 . 2 0 
A p p a r e l m a n u f a c t u r i n g 1 . 2 7 3 . 0 0 2 . 3 1 3 . 6 0 

F o r a l l t e x t i l e and a p p a r e l m a n u f a c t u r e r s i n 1961, n e t 

p r o f i t s i n r e l a t i o n t o s a l e s were a b o u t o n e - h a l f t o s e v e n - t e n t h s 

b e l o w t h e r a t e f o r a l l i n d u s t r i a l f i r m s comb ined . Bu t f o r t h e 

l a r g e s t f i r m s i n b o t h segments o f t h e i n d u s t r y , t h e s h o r t - f a l l was 

o n l y 30 p e r c e n t . D u r i n g t h e 1 9 6 0 f s , t h e r a t e o f r e t u r n on s a l e s 

f o r a l l t e x t i l e and a p p a r e l f i r m s r o s e much f a s t e r be tween 1961 and 

1969 t h a n f o r m a n u f a c t u r i n g as a w h o l e . F o r t h e l a r g e s t t e x t i l e 

and a p p a r e l p r o d u c e r s , t h e r a t e o f advance was l e s s t h a n t h a t f o r 

a l l f i r m s i n t h e s e s e c t o r s — p a r t l y r e f l e c t i n g t h e f a c t t h a t o n l y 

t h e mos t s u c c e s s f u l s m a l l e r u n i t s r e m a i n e d a c t i v e o v e r t h e decade . 

N e v e r t h e l e s s , t h e l a r g e s t t e x t i l e and a p p a r e l p r o d u c e r s i n 1969 

w e r e s t i l l s u b s t a n t i a l l y more p r o f i t a b l e p e r d o l l a r o f s a l e s t h a n 

was t h e a v e r a g e f i r m i n t h e i n d u s t r y . 

The g e n e r a l c o n c l u s i o n t o be r e a c h e d f r o m an a n a l y s i s o f 

t h e above i n f o r m a t i o n seems c l e a r : t h e t e x t i l e i n d u s t r y i n t h e 

U n i t e d S t a t e s i s i n t h e p r o c e s s o f c o n s o l i d a t i n g i n t o l a r g e r , more 

p r o f i t a b l e u n i t s . The l a r g e s t f i r m s i n t h e i n d u s t r y (and t h e number 

o f such f i r m s r e m a i n s l a r g e enough t o a s s u r e v i g o r o u s c o m p e t i t i o n ) 

have been m a i n t a i n i n g t h e i r p r o f i t a b i l i t y compared w i t h m a n u f a c t u r -

i n g as a w h o l e . G i v e n t h e economies o f s c a l e a f f o r d e d by a r a p i d l y 

c h a n g i n g t e c h n o l o g y , t h e y s h o u l d a c h i e v e f u r t h e r i m p r o v e m e n t . 
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C o m p e t i t i o n f r o m i m p o r t s i s o n l y an added f e a t u r e — n o t t h e 

m a j o r cause - - o f t h e p r o b l e m s c u r r e n t l y f a c i n g t h e weaker u n i t s i n t h e 

i n d u s t r y . P r o t e c t i o n f r o m i m p o r t s w i l l n o t p r e s e r v e t h e s m a l l e r f i r m s 

f a c i n g c o m p e t i t i o n f r o m t h e l a r g e r , more a d a p t a b l e and e f f i c i e n t domes t i c 

e n t e r p r i s e s o I n s t e a d , t h e b u r d e n o f quo tas d e s i g n e d t o p r o v i d e such 

p r o t e c t i o n w i l l be b o r n e p r i m a r i l y by t h e A m e r i c a n consumer . L e t me 

make i t p e r f e c t l y c l e a r - - as I w i l l e x p l a i n l a t e r — I w o u l d l i k e t o 

see t h e b u s i n e s s e s and w o r k e r s who s u f f e r i n t h i s r a p i d t e c h n o l o g i c a l 

s h i f t h e l p e d by t h e F e d e r a l Government t o make an a d j u s t m e n t - - we 

c a n n o t be i n d i f f e r e n t t o t h e i r p r o b l e m s . 

I m p o r t Quotas v s 0 S t r u c t u r a l P rob lems i n t h e Shoe I n d u s t r y 

The shoe i n d u s t r y i s a l s o s u f f e r i n g f r o m s e r i o u s s t r u c -

t u r a l p r o b l e m s , and t h e i m p o s i t i o n o f i m p o r t quo tas w o u l d c o n t r i b u t e 

l i t t l e t o w a r d t h e i r s o l u t i o n . As i s g e n e r a l l y known, t h e shoe 

i n d u s t r y i s a l a b o r - i n t e n s i v e i n d u s t r y , w i t h l ow wages , l ow p r o d u c -

t i v i t y , a r e l a t i v e l y l ow r a t e o f i n v e s t m e n t , and w i t h a l a r g e 

p o r t i o n o f i t s o u t p u t c o n c e n t r a t e d i n s m a l l p l a n t s . 

Fo r examp le , i n 1967, t h e r e were abou t 1090 e s t a b l i s h m e n t s 

i n t h e U n i t e d S t a t e s p r o d u c i n g l e a t h e r f o o t w e a r . Employment pe r 

e s t a b l i s h m e n t a v e r a g e d a b o u t 200 w o r k e r s . W i t h so many p r o d u c e r s , 

no s i n g l e f i r m - - o r s m a l l g roup o f f i r m s - - c o n t r o l l e d a l a r g e 

enough s h a r e o f t h e m a r k e t t o s e r v e as a f o c a l p o i n t f o r t h e i n d u s t r y . 

I t i s e s t i m a t e d t h a t , i n 1967, t h e l a r g e s t p r o d u c e r a c c o u n t e d f o r 

abou t 6 - 1 / 2 p e r c e n t o f d o m e s t i c o u t p u t ; t h e f o u r l a r g e s t a c c o u n t e d 

f o r 25 p e r c e n t , and t h e t o p e i g h t a c c o u n t e d f o r 34 p e r c e n t . 
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W i t h i n t h e i n d u s t r y - - even among t h e l a r g e r f i r m s - -

f a c t o r i e s a r e u s u a l l y h i g h l y s p e c i a l i z e d . No t o n l y i s p r o d u c t i o n 

c a p a c i t y l i k e l y t o be g e a r e d t o a p a r t i c u l a r segment o f t h e m a r k e t 

- - such as women's v s . men ' s shoes - - b u t i t may be even f u r t h e r 

s u b d i v i d e d w i t h i n t h e s e c a t e g o r i e s . T h i s l a c k o f d i v e r s i f i c a t i o n 

means t h a t i n d i v i d u a l f i r m s a r e h i g h l y exposed t o s h o r t - r u n s h i f t s 

i n demand f o r p r o d u c t s w h i c h a r e t h e m s e l v e s s u b j e c t t o s h a r p changes 

i n f a s h i o n . The s m a l l e r f i r m s i n p a r t i c u l a r have g r e a t d i f f i c u l t y 

i n c o p i n g w i t h such changes i n s t y l e s . M o r e o v e r , t h e p u r e l y 

s e a s o n a l v a r i a t i o n i n o u t p u t i s a l s o c o n s i d e r a b l e . 

The p r o d u c t i o n p r o c e s s i n t h e shoe i n d u s t r y n e c e s s i t a t e s 

g r e a t r e l i a n c e on l a b o r . I n f a c t , a s u b s t a n t i a l number o f p r o c e s s e s 

i n shoe m a n u f a c t u r i n g a r e e s s e n t i a l l y h a n d i c r a f t o p e r a t i o n s . The 

r e a s o n s f o r t h i s c e n t e r m a i n l y i n t h e unevenness o f t h e m a t e r i a l s 

emp loyed ( e . g . , no two p i e c e s o f l e a t h e r a r e i d e n t i c a l ) and t h e 

c o n s i d e r a b l e v a r i e t y o f w i d t h s and l e n g t h s r e q u i r e d f o r each shoe 

m o d e l . Thus , because o f t h e s e c o n s t r a i n t s , t e c h n o l o g i c a l advances 

have been s l o w , and a u t o m a t i o n has made l i t t l e p r o g r e s s i n t h e shoe 

i n d u s t r y . 

The e n t r y o f new f i r m s i n t o t h e shoe i n d u s t r y i s f a i r l y 

e a s y . The amount o f c a p i t a l i n v e s t m e n t r e q u i r e d i s f a i r l y 

m o d e s t . By l o n g - s t a n d i n g t r a d e p r a c t i c e s , a c o n s i d e r a b l e p a r t o f 

t h e m a c h i n e r y needed f o r shoe m a n u f a c t u r i n g i s l e a s e d - - r a t h e r 

t h a n p u r c h a s e d - - f r o m e q u i p m e n t p r o d u c e r s . The l e a s e a r r a n g e m e n t 
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a l s o n o r m a l l y p r o v i d e s f o r t he payment o f a f i x e d m o n t h l y r e n t and 

a payment based on t he r a t e o f p r o d u c t i o n . The r e s u l t i s t h a t a 

new f i r m a v o i d s b o t h a l a r g e i n i t i a l c a p i t a l i n v e s t m e n t and the 

h i g h f i x e d overhead c o s t o f i d l e equ ipment d u r i n g p e r i o d s o f low 

seasona l a c t i v i t y . C o n s e q u e n t l y , w h i l e f a i l u r e s a r e f r e q u e n t , new 

e n t r y i s a l s o f r e q u e n t , and the i n d u s t r y r ema ins p o p u l a t e d by a 

l a r g e number o f s m a l l , h i g h - c o s t f i r m s . 

P a r t l y r e f l e c t i n g these c h a r a c t e r i s t i c s , t h e p r o f i t a b i l i t y 

o f t h e shoe i n d u s t r y h i s t o r i c a l l y has been l ow . T h i s rema ins t r u e 

t o d a y , b u t t he i n d u s t r y d i d improve i t s r e l a t i v e p o s i t i o n d u r i n g t h e 

1 9 6 0 ! s . T h i s i m p r o v i n g t r e n d i s e v i d e n t i n t h e f o l l o w i n g f i g u r e s : + 

Year Net P r o f i t s A f t e r Taxes 
As Per Cent o f Sa les As Per Cent o f Net W o r t h 

M f g . 
T o t a l 

Nondu-
r a b l e 
Goods 

L e a t h e r 
& L e a t h e r 
P r o d u c t s * 

Nondu-
r a b l e 
Goods 

L e a t h e r 
& L e a t h e r 
P r o d u c t s * 

1961 4 . 3 4 . 7 1 . 1 9 . 6 4 . 4 
1962 4 . 6 4 . 7 1 .7 9 . 9 6 . 9 
1963 4 . 7 4 . 9 1 . 8 1 0 . 4 6 . 9 
1964 5 . 2 5 . 3 2 . 6 11 .5 10 .5 
1965 5 . 6 5 . 5 3 . 8 12 .2 11 .6 
1966 5 . 6 5 . 6 3 . 0 12 .7 12 .9 
1967 5 . 0 5 . 3 2 . 9 11 .8 1 1 . 3 
1968 5 . 1 5 . 3 3 . 3 11 .9 1 3 . 0 
1969 4 . 8 5 . 0 2 .6 11 .5 9 . 3 

* Nonrubber f o o t w e a r accoun ts f o r a p p r o x i m a t e l y t w o - t h i r d s 
o f t he v a l u e o f o u t p u t i n the i n d u s t r y . 

+ Sou rce : S e c u r i t i e s Exchange Commission - - F e d e r a l T rade 
Commission and t h e F e d e r a l Reserve B o a r d . 
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I n t h e e a r l y 1 9 6 0 f s , n e t p r o f i t s a f t e r t a x e s as a p e r c e n t -

age o f s a l e s i n t h e shoe i n d u s t r y a v e r a g e d a b o u t o n e - t h i r d o f t h e 

p r o f i t r a t e i n n o n d u r a b l e goods i n d u s t r i e s and i n m a n u f a c t u r i n g 

g e n e r a l l y . Bu t s i n c e t h e m i d - 1 9 6 0 f s , t h e r e l a t i v e r a t e f o r t h e 

i n d u s t r y has been o n e - h a l f o r h i g h e r . When n e t p r o f i t s a f t e r t a x e s 

a r e compared w i t h n e t w o r t h , t h e p r o f i t a b i l i t y o f t h e shoe i n d u s t r y 

i s shown t o have improved even more m a r k e d l y . W h i l e t h e r a t e o f 

r e t u r n on t h i s b a s i s i n t he shoe i n d u s t r y was a b o u t t w o - t h i r d s t h a t 

f o r a l l n o n d u r a b l e goods p r o d u c e r s i n t h e e a r l y 1 9 6 0 f s , i t was 

r o u g h l y on p a r w i t h t h e r a t e f o r t h e g r o u p as a w h o l e t h r o u g h 1968. 

L a s t y e a r , t h e r a t i o d e c l i n e d t o a b o u t f o u r - f i f t h s , b u t t h i s was 

w e l l above t h e p r o p o r t i o n r e c o r d e d i n t h e e a r l y y e a r s o f t h e l a s t 

d e c a d e . 

From t h i s b r i e f s u r v e y o f t h e shoe i n d u s t r y , I c o n c l u d e 

t h a t - - r a t h e r t h a n a d o p t i n g i m p o r t q u o t a s - - e f f o r t s s h o u l d be 

made t o cope w i t h some o f t he b a s i c s t r u c t u r a l p rob lems f a c i n g t h e 

i n d u s t r y . I w i l l r e t u r n t o t h i s p o i n t i n a l a t e r s e c t i o n o f t h i s 

p a p e r . 

Demand f o r and S u p p l y o f T e x t i l e s and Foo twea r 

To e s t i m a t e t h e c o s t s o f t h e p r o p o s e d q u o t a s t o t h e 

A m e r i c a n consumer , i t i s n e c e s s a r y t o make a j u d g m e n t a b o u t t h e 

c o n d i t i o n s t h a t may g o v e r n t h e f u t u r e demand f o r and s u p p l y o f t h e 

c o m m o d i t i e s t h a t w o u l d be s u b j e c t t o t h e r e s t r i c t i o n s . T h i s i s a n 

e x t r e m e l y d i f f i c u l t t a s k , and o n l y t h e r o u g h e s t k i n d o f q u a n t i t a t i v e 
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e s t i m a t e can be made. And even t o do t h i s r e q u i r e s one t o make s e v e r a l 

h i g h l y s i m p l i f i e d a s s u m p t i o n s a b o u t consumer b e h a v i o r and o t h e r f a c t o r s 

t h a t w i l l i n f l u e n c e t h e m a r k e t . Bu t even though t h e e s t i m a t e s d e r i v e d 

be low a r e h i g h l y t e n t a t i v e and show o n l y t h e d i r e c t i o n and rough magn i -

t u d e o f t h e c o s t t o consumers o f i m p o s i n g i m p o r t q u o t a s on t e x t i l e s and 

shoes , I b e l i e v e i t i s i m p o r t a n t a t l e a s t t o a t t e m p t t o q u a n t i f y what 

t h i s i s s u e means t o consumers . 

The s t a t i s t i c a l i n f o r m a t i o n used i n t h e a n a l y s i s and the 

method o f d e r i v i n g t h e e s t i m a t e s a r e shown i n T a b l e 1 , a t t a c h e d . 

The a n a l y s i s t u r n s on a s e t o f s i m p l i f i e d a s s u m p t i o n s abou t 

t h e p a t t e r n o f i m p o r t s and c o n s u m p t i o n o f t e x t i l e s and f o o t w e a r i n 1975. 

I n c a r r y i n g o u t t h e a n a l y s i s , an e x a m i n a t i o n was made o f d a t a on con-

s u m p t i o n , i m p o r t s , t h e r e l a t i o n s h i p o f i m p o r t s t o c o n s u m p t i o n , p r i c e s 

o f t h e d o m e s t i c a l l y p roduced commod i t y , and p r i c e s o f t h e c o r r e s p o n d i n g 

i m p o r t . The b e h a v i o r o f t h e s e v a r i a b l e s d u r i n g t h e decade o f t h e 1 9 6 0 f s 

was s t u d i e d . But t r e n d s i n t h e p e r i o d 1965-69 were used as benchmarks 

f o r t h e p r o j e c t i o n o f t h e demand f o r and s u p p l y o f n o n r u b b e r f o o t w e a r 

and a p p a r e l ( t h e mos t i m p o r t a n t consumer goods component o f t h e t e x t i l e 

c a t e g o r y ) t o 1975. 

The t a s k s t o be p e r f o r m e d were (1 ) t o e s t i m a t e t h e domes t i c 

demand f o r each t y p e o f commodi ty i n 1975 , (2 ) t o e s t i m a t e t h e d i v i s i o n 

o f t he s u p p l y o f each t y p e o f commodi ty be tween d o m e s t i c p r o d u c t i o n and 

i m p o r t s , and (3 ) t o e s t i m a t e t h e d i f f e r e n c e ( i n d o l l a r s ) o f m e e t i n g a 

l a r g e r s h a r e o f demand f r o m d o m e s t i c s u p p l i e r s r a t h e r t h a n f r o m i m p o r t e r s . 

I n e s t i m a t i n g c o n s u m p t i o n i n 1975, i t was assumed t h a t per 

c a p i t a c o n s u m p t i o n w i l l c o n t i n u e t o i n c r e a s e be tween 1969 and 1975 a t 
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t h e same r a t e r e c o r d e d be tween 1965 and 1969. As shown i n T a b l e 1 , f o r 

a p p a r e l , t h e a v e r a g e a n n u a l r a t e o f g r o w t h i n t h e 1965-69 p e r i o d was 

3 . 2 p e r c e n t , and f o r f o o t w e a r i t was 1 . 0 pe r c e n t . E x t e n d i n g t h e s e 

r a t e s o f change i n p e r c a p i t a c o n s u m p t i o n t o 1975, and g i v e n t h e Census 

B u r e a u ' s p r o j e c t i o n o f U. S. p o p u l a t i o n i n 1975, t o t a l vo lume o f consump-

t i o n o f a p p a r e l and f o o t w e a r i n 1975 was d e r i v e d . T h i s vo lume was t h e n 

c o n v e r t e d t o d o l l a r t e r m s . 

I t was f u r t h e r assumed t h a t - - i n t h e absence o f t h e q u o t a - -

t h e r a t i o o f i m p o r t s t o c o n s u m p t i o n i n 1969-75 w o u l d m a i n t a i n t h e same 

a n n u a l a v e r a g e r a t e o f i n c r e a s e t h a t o c c u r r e d i n t h e 1965-69 p e r i o d . 

F o r a p p a r e l , t h e r a t e o f i n c r e a s e i n t h a t r a t i o was 10 .5 p e r c e n t , and 

f o r f o o t w e a r i t was 1 8 . 0 p e r c e n t . By e x t e n d i n g t h e r a t e s o f change i n 

t h e i m p o r t / c o n s u m p t i o n r a t i o t o 1975 and a p p l y i n g t h e r e s u l t i n g r a t i o 

f o r 1975 t o t o t a l e s t i m a t e d c o n s u m p t i o n i n t h a t y e a r , t h e vo lume o f 

i m p o r t s , w i t h o u t q u o t a , was o b t a i n e d . I n c o n v e r t i n g c o n s u m p t i o n and 

i m p o r t s f r o m vo lume t o v a l u e t e r m s , i t was assumed t h a t p r i c e s o f b o t h 

d o m e s t i c a l l y p r o d u c e d and i m p o r t e d goods w o u l d r e m a i n t h e same i n 1975 

as t h e y were i n 1969. Such p r i c e s i n t h e m s e l v e s a r e o n l y v e r y r o u g h 

e s t i m a t e s . ( I n o t h e r w o r d s , e x p e n d i t u r e s were e x p r e s s e d i n 1969 p r i c e s . ) 

I t was a l s o assumed t h a t t h e r e were no s u p p l y c o n s t r a i n t s , e i t h e r 

f o r e i g n o r d o m e s t i c . 

I t was assumed t h a t - - i f q u o t a s were imposed - - t h e amount 

o f i m p o r t s a u t h o r i z e d w o u l d be t h a t s t i p u l a t e d u n d e r H.R. 18970: i n 

1971 , i m p o r t s w o u l d be h e l d t o t h e 1967-69 a v e r a g e ; t h e n , b e g i n n i n g 

i n 1972, t h e amount a u t h o r i z e d w o u l d be i n c r e a s e d by 5 p e r c e n t o f t h e 

amount a u t h o r i z e d i n t h e i m m e d i a t e l y p r e c e d i n g y e a r . 
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G i v e n t h e 1975 c o n s u m p t i o n l e v e l , i t r e m a i n e d t o d e t e r -

m ine wha t t h e d o l l a r c o s t t o t h e consumer w o u l d be i f he had t o 

s h i f t h i s pu rchases f r o m t h e cheaper f o r e i g n t o t h e more e x p e n s i v e 

d o m e s t i c p r o d u c t as a r e s u l t o f t h e i m p o s i t i o n o f a q u o t a . 

Cos t o f Quo tas t o Consumers 

The above a s s u m p t i o n s and c a l c u l a t i o n s p r o v i d e d v e r y 

r o u g h e s t i m a t e s o f t h e d o l l a r c o s t t o consumers o f i m p o s i n g q u o t a s 

on a p p a r e l and f o o t w e a r . F o r a p p a r e l , t h e e x t r a c o s t m i g h t be i n 

t h e n e i g h b o r h o o d o f $1 .8 b i l l i o n i n 1975. I n t h e case o f f o o t w e a r , 

i t m i g h t a p p r o x i m a t e $1.9 b i l l i o n . As s t r e s s e d s e v e r a l t i m e s , 

t h e s e a r e o n l y t e n t a t i v e e s t i m a t e s , and t h e y s h o u l d be i n t e r p r e t e d 

w i t h c o n s i d e r a b l e c a u t i o n . However , even i f t h e y were c u t i n h a l f , 

t h e y s u g g e s t t h a t t h e a d v e r s e i m p a c t on consumers o f p u t t i n g q u o t a s 

on t h e s e c o m m o d i t i e s w o u l d be c o n s i d e r a b l e . 

A b r i e f d i s c u s s i o n o f r e c e n t t r e n d s i n demand and s u p p l y 

i n t h e two i n d u s t r i e s m i g h t h e l p p l a c e t h e e s t i m a t e s i n p e r s p e c t i v e . 

4 / 

The Case o f Appa re l ;— I n 1969, consumer e x p e n d i t u r e s on 

a p p a r e l amounted t o a b o u t $42 .3 b i l l i o n , an i n c r e a s e o f 39 p e r 

c e n t - - o r an a n n u a l a v e r a g e r a t e o f a b o u t 8 - 1 / 2 p e r c e n t - - s i n c e 
JU 

1965. Measured i n p h y s i c a l v o l u m e , " t h e a n n u a l a v e r a g e r a t e o f 

4 / T h i s p a r t o f t h e d i s c u s s i o n was r e s t r i c t e d t o a p p a r e l - - and f a b r i c s 
were e x c l u d e d - - f o r s e v e r a l r e a s o n s . I n t h e case o f c o t t o n and man-made 
m a t e r i a l s ( p a r t i c u l a r l y f i n i s h e d g o o d s ) , i m p o r t p r i c e s exceed d o m e s t i c 
p r i c e s , so a s m a l l n e t s a v i n g m i g h t r e s u l t i f a q u o t a were a d o p t e d . I n 
t h e case o f w o o l , no c o s t w o u l d be i n c u r r e d because t h e q u o t a w o u l d n o t 
be r e s t r i c t i v e . I n each o f t hese cases , t h e e s t i m a t e s were c a l c u l a t e d 
b u t n o t i n c l u d e d because o f l a c k o f space . 

* Measured i n pounds , raw f i b e r e q u i v a l e n t . 
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i n c r e a s e was a b o u t 4 pe r c e n t . I n 1969, i m p o r t s r e p r e s e n t e d 

7 . 8 p e r c e n t o f t o t a l c o n s u m p t i o n (by v o l u m e ) , compared w i t h 

5 . 2 p e r c e n t i n 1965. I n t he 1965-69 p e r i o d , i m p o r t s r o s e a t 

an a n n u a l a v e r a g e r a t e o f 15 pe r c e n t - - f a r o u t s t r i p p i n g t h e 

4 p e r c e n t r a t e o f e x p a n s i o n o f d o m e s t i c p r o d u c t i o n . As i n d i -

c a t e d a b o v e , t h e r a t i o o f i m p o r t s t o t o t a l c o n s u m p t i o n r o s e a t 

a n a n n u a l a v e r a g e r a t e o f 10 .5 pe r c e n t be tween 1965 and 1969. 

T h i s s h a r p sw ing t o i m p o r t s was due t o s e v e r a l 

f a c t o r s , b u t t h e d i f f e r e n t i a l i n p r i c e s be tween t h e i m p o r t e d 

and d o m e s t i c a l l y p roduced i t e m s u n d o u b t e d l y p l a y e d a m a j o r 

r o l e . F o r e x a m p l e , i n 1969, t h e u n i t v a l u e o f a p p a r e l o f a l l 

k i n d s consumed ( w h i c h can be i n t e r p r e t e d as an a v e r a g e p r i c e ) 

was $10 compared w i t h j u s t o v e r $6 f o r t h e u n i t v a l u e o f 

i m p o r t s , a d j u s t e d t o a r e t a i l b a s i s . 

G i v e n t h i s e v i d e n c e o f a s t r o n g demand f o r i m p o r t e d 

a p p a r e l , i t seems r e a s o n a b l e t o assume t h a t consumers w o u l d 

c o n t i n u e t o t u r n i n t h e d i r e c t i o n o f f o r e i g n s u p p l i e r s . I f 

t h e p r o j e c t e d r i s e i n pe r c a p i t a c o n s u m p t i o n i n 1975 were t o 

be a c h i e v e d - - d e s p i t e t he i m p o s i t i o n o f a q u o t a - - t h e g r e a t e r 

demand w o u l d have t o be s a t i s f i e d by d o m e s t i c p r o d u c e r s . 

T h i s c o u l d o n l y be done a t h i g h e r p r i c e s t h a n w o u l d 

be t h e case i f i m p o r t s a r e n o t s u b j e c t t o a q u o t a . As 
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i n d i c a t e d i n T a b l e 1 , t h e u n i t v a l u e o f a p p a r e l c o n s u m p t i o n i n 

1975 was e s t i m a t e d a t $ 9 . 7 4 w i t h o u t a q u o t a and a t $10 .08 w i t h a 

q u o t a . I n o t h e r w o r d s , p r i c e s p r o b a b l y w o u l d d e c l i n e 

s l i g h t l y w i t h o u t a q u o t a , b u t t h e i m p o s i t i o n o f r e s t r i c t i o n s 

w o u l d p r e v e n t t h i s and pe rhaps cause a s m a l l r i s e i n t he ave rage 

p r i c e . S i n c e i t was assumed t h a t t h e p h y s i c a l vo lume o f consump-

t i o n w o u l d r e m a i n unchanged - - w i t h o r w i t h o u t a q u o t a - - t h e 

h i g h e r u n i t v a l u e r e s u l t i n g f r o m a q u o t a i s t r a n s l a t e d i n t o a 

h i g h e r l e v e l o f consumer e x p e n d i t u r e s . 

W i t h o u t a q u o t a , consumer o u t l a y s f o r a p p a r e l i n 1975 

were e s t i m a t e d a t $ 5 2 . 7 b i l l i o n ; w i t h a q u o t a , o u t l a y s were e s t i -

ma ted a t $ 5 4 . 5 b i l l i o n . T h i s d i f f e r e n c e o f $ 1 . 8 b i l l i o n i s the 

c o s t o f t h e q u o t a t o consumers . T h i s i s an e x t r a c o s t o f a b o u t 

3 - 1 / 2 pe r c e n t . 

The Case o f F o o t w e a r : I m p o r t s o f n o n r u b b e r f o o t w e a r 

have grown much more r a p i d l y t h a n d o m e s t i c o u t p u t i n r e c e n t y e a r s . 

However , t h e g r o w t h has been c o n c e n t r a t e d i n c e r t a i n t y p e s . 

I n 1965, d o m e s t i c pu rchases o f n o n r u b b e r f o o t w e a r t o t a l e d 

7 2 0 , 0 0 0 p a i r s ; by 1969, t h e t o t a l had r i s e n t o 7 8 1 , 0 0 0 p a i r s . T h i s was 

an i n c r e a s e o f 8 - 1 / 2 p e r c e n t , o r an a n n u a l a v e r a g e r a t e o f 2 . 1 

p e r c e n t . I m p o r t s r o s e a t an a n n u a l a v e r a g e r a t e o f 20 p e r c e n t 

i n t h e s e y e a r s and a c c o u n t e d f o r 26 p e r c e n t o f t o t a l c o n s u m p t i o n 

(by vo lume) i n 1969 compared w i t h 13 pe r c e n t i n 1965. 
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W h e t h e r consumers w o u l d have i n c r e a s e d t h e i r p u r c h a s e s t o 

t h i s e x t e n t i f l e s s e x p e n s i v e i m p o r t e d shoes were n o t a v a i l a b l e i s 

v e r y d o u b t f u l . The r e c e n t l y r e l e a s e d r e p o r t o f t h e P r e s i d e n t i a l 

Task F o r c e on n o n r u b b e r f o o t w e a r c o n c l u d e d t h a t " f r o m t h e consumer 

p o i n t o f v i e w , i m p o r t s have opened up i m p o r t a n t new o p t i o n s . The 

e x t r e m e l y l o w - p r i c e d i m p o r t s , p r i c e d o f t e n f a r be low any compa rab le 

d o m e s t i c f o o t w e a r e x c e p t c a n v a s - u p p e r , r u b b e r s o l e d f o o t w e a r , have 

p r o v i d e d e n t i r e new l i n e s o f b a s i c f o o t c o v e r i n g s . A t t h e o t h e r 

end , t h e r e can be l i t t l e d o u b t t h a t s t y l e s d e v e l o p e d a b r o a d i n t h e 

h i g h e r p r i c e r a n g e s have a l s o p r o v i d e d new consumer c h o i c e s . 1 1 

The i m p o s i t i o n o f q u o t a s on i m p o r t s o f f o o t w e a r w o u l d be 

h i g h l y r e g r e s s i v e , s i n c e i t w o u l d be c o n c e n t r a t e d on i m p o r t s o f i n e x -

pensi tSve t y p e s . F o r e x a m p l e , i n 1969, t h e u n i t v a l u e o f i m p o r t s ( e s t i -

mated a t $ 5 . 3 2 r e t a i l ) was a b o u t t h r e e - f i f t h s t h e u n i t v a l u e o f a l l d o -

m e s t i c f o o t w e a r consumed i n t h a t y e a r ( $ 8 . 7 7 ) . I n 1965, t h e p r i c e d i f f e r -

e n t i a l i n f a v o r o f i m p o r t s had been even g r e a t e r , s i n c e t h e p r i c e 

o f i m p o r t e d shoes r o s e much f a s t e r t h a n t h e d o m e s t i c p r o d u c t i n 

t h e 1965-69 p e r i o d . 

5J I t has been e s t i m a t e d by t h e T a r i f f Commiss ion t h a t d o m e s t i c a l l y p r o -
p r o d u c e d n o n r u b b e r f o o t w e a r i s a p p r o x i m a t e l y t w i c e as e x p e n s i v e as i m p o r t e d 
f o o t w e a r . T h i s i s i n t h e a g g r e g a t e , c o v e r i n g a l l t y p e s . We have 
assumed, as i n d i c a t e d by t h e T a r i f f Commiss ion s t u d y , t h a t t h e 
r e t a i l markup i s t h e same f o r b o t h i m p o r t e d and d o m e s t i c shoes , 
i . e . , 50 p e r c e n t . T h i s a s s u m p t i o n i s u n d e r heavy a t t a c k by t h e 
T a n n e r s 1 C o u n c i l w h i c h has c h a r g e d t h a t t h e markup on i m p o r t e d 
shoes i s 75 p e r c e n t t o 130 p e r c e n t compared w i t h 50 pe r c e n t f o r 
shoes made i n t h e U. S. T h e r e f o r e , says t h e C o u n c i l , t h e consumer i s 
n o t r e a l l y b e n e f i t i n g f r o m t h e i m p o r t o f l o w - p r i c e d s h o e s . T h e r e may 
be some v a l i d i t y t o t h i s a l t h o u g h t h e T a r i f f Commiss ion has n o t been 
a b l e t o c o n f i r m i t . 
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I n t h e f a c e o f t h i s e x p e r i e n c e w i t h shoes - - as i n t h e 

case o f a p p a r e l - - i t seemed r e a s o n a b l e t o assume t h a t consumers 

wou ld , c o n t i n u e t o r e l y h e a v i l y on i m p o r t s i n t h e y e a r s a h e a d . I n 

f a c t , i f t h e r a t e o f i n c r e a s e i n t h e i m p o r t / c o n s u m p t i o n r a t i o t h a t 

p r e v a i l e d i n t h e 1965-69 p e r i o d were t o p e r s i s t t h r o u g h 1975, 

i m p o r t s c o u l d a c c o u n t f o r abou t 70 p e r c e n t o f t h e d o m e s t i c m a r k e t 

f o r shoes i n t h e l a t t e r y e a r . The i m p o s i t i o n o f t h e q u o t a s s t i p u -

l a t e d i n t h e p r o p o s e d l e g i s l a t i o n w o u l d h o l d t h e r a t i o t o 24 p e r 

c e n t i n 1975. 

Thus , t h e p u b l i c wou ld have t o meet t h e g r o w t h i n demand 

f r o m h i g h e r p r i c e d d o m e s t i c s o u r c e s . W i t h o u t a q u o t a , t h e u n i t 

v a l u e f o r t o t a l c o n s u m p t i o n o f f o o t w e a r was e s t i m a t e d a t $ 6 . 7 2 i n 

1975 - - a b o u t 23 p e r c e n t be low t h a t f o r 1969. W i t h a q u o t a , t h e 

f i g u r e was e s t i m a t e d a t $8 .87 - - o r 32 pe r c e n t h i g h e r t h a n w o u l d 

be t h e case w i t h o u t a q u o t a . 

U s i n g t h e e s t i m a t e s o f t h e vo lume o f c o n s u m p t i o n and 

u n i t v a l u e s , t h e v a l u e o f consumer o u t l a y s f o r f o o t w e a r was d e t e r m i n e d . 

I n 1969, t h i s amounted t o $6 .9 b i l l i o n . W i t h o u t a q u o t a , t h e l e v e l 

was e s t i m a t e d a t $ 5 . 9 b i l l i o n i n 1975 - - d e s p i t e a n e s t i m a t e d 

i n c r e a s e o f 1 2 - 1 / 2 pe r c e n t i n t h e p h y s i c a l vo lume o f c o n s u m p t i o n 

- - and r e f l e c t i n g t h e l o w e r u n i t p r i c e o f i m p o r t s . However , w i t h 

t h e q u o t a imposed , d o m e s t i c p r o d u c t i o n w o u l d s u p p l y o v e r 70 p e r 

c e n t o f t h e t o t a l demand a t u n i t p r i c e s a l m o s t o n e - t h i r d h i g h e r 

t h a n t h e p r i c e s f o r i m p o r t s . 
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Under t h e s e c i r c u m s t a n c e s , t h e l e v e l o f consumer 

e x p e n d i t u r e s i s e s t i m a t e d a t $ 7 . 8 b i l l i o n i n 1975. T h i s i s an 

e x t r a c o s t o f $ 1 . 9 b i l l i o n - - o r a premium o f a b o u t 30 p e r c e n t 

- - t h a t c a n be a s s i g n e d as t he b u r d e n o f a q u o t a on f o o t w e a r . 

I m p a c t o f Quo tas on t h e Domes t i c P r i c e L e v e l 

I f q u o t a s were a p p l i e d t o i m p o r t s o f a p p a r e l and f o o t -

wear a l o n g t h e l i n e s d i s c u s s e d a b o v e , t h e y w o u l d add s i g n i f i c a n t l y 

t o d o m e s t i c i n f l a t i o n a r y p r e s s u r e s . T h i s r e s u l t stems f r o m t h e 

f a c t t h a t t h e d o m e s t i c a l l y p roduced a r t i c l e - - shoes o r a p p a r e l - -

i s more e x p e n s i v e t h a n t he e q u i v a l e n t i m p o r t e d a r t i c l e . I n t h e 

a b s e n c e o f q u o t a s , consumers a r e e x p e c t e d t o i n c r e a s e t h e p r o p o r -

t i o n o f t h e i r t o t a l c o n s u m p t i o n d e v o t e d t o cheape r i m p o r t e d shoes 

and a p p a r e l so t h a t t h e ave rage u n i t c o s t o f t h e s e i t e m s w o u l d 

d e c l i n e o v e r t h e 1969-75 p e r i o d . The p r o p o s e d q u o t a s , how-

e v e r , i f imposed , w o u l d e f f e c t i v e l y f r e e z e t h e i m p o r t s h a r e o f 

t o t a l c o n s u m p t i o n o f f o o t w e a r and a p p a r e l a t a b o u t t h e p r e s e n t 

l e v e l , r a t h e r t h a n a l l o w i n g i t t o i n c r e a s e . Thus , t h e q u o t a s 

w o u l d p r e v e n t t h e ave rage u n i t c o s t t o t h e consumer f r o m d e c l i n i n g 

as i t w o u l d do i f consumers were p e r m i t t e d t o buy i m p o r t s w i t h o u t 

r e s t r a i n t . 

The h i g h e r u n i t p r i c e s r e s u l t i n g f r o m t h e i m p o s i t i o n o f 

t h e q u o t a s can be t r a n s l a t e d r o u g h l y i n t o i n c r e a s e s i n t h e consumer p r i c e 

i n d e x ( C P I ) . U s i n g t h e same a s s u m p t i o n s a b o u t t h e p a t t e r n o f 

consumer demand and s u p p l y c o n d i t i o n s d i s c u s s e d above - - a l o n g 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-23-

w i t h d a t a on t h e r e l a t i v e i m p o r t a n c e o f a p p a r e l and f o o t w e a r i n 

t o t a l consumer e x p e n d i t u r e s , t h e e f f e c t s o f q u o t a s on t h e CPI 

were e s t i m a t e d . The c a l c u l a t i o n s a r e shown i n T a b l e 2.—^ 

I f i m p o r t s o f a p p a r e l and f o o t w e a r a r e p e r m i t t e d t o grow 

f r e e l y w i t h o u t q u o t a s , and i f th?. b e h a v i o r o f o t h e r components o f 

t h e i n d e x a r e h e l d c o n s t a n t , u n d e r che a s s u m p t i o n s s p e c i f i e d above , 

i t i s e s t i m a t e d t h a t t h ^ t o t a l consumer p r i c e i n d e x w o u l d d e c l i n e 

by 0 . 6 p e r c e n t , and t h e CPI e x c l u d i n g foods and s e r v i c e s w o u l d 

d e c l i n e by 1 . 4 p e r c e n t , be tween 1969 and 1975 (1969=100 ) . On 

t h e o t h e r hand , t h e i m p o s i t i o n o f q u o t a s on i m p o r t s o f a p p a r e l 

and f o o t w e a r i s e s t i m a t e d t o r e s u l t i n a s m a l l i n c r e a s e f r o m 1969 

t o 1975 o f a p p r o x i m a t e l y 0 . 1 p e r c e n t i n t h e t o t a l CPI and o f 

a r o u n d 0 . 2 p e r c e n t i n t h e CPI e x c l u d i n g f o o d s and s e r v i c e s 

( 1 9 6 9 = 1 0 0 ) . Thus , on an i n d e x base o f 1969=100, t h e t o t a l CPI 

w o u l d be 0 . 7 p e r c e n t a g e p o i n t s h i g h e r , and t h e CPI e x c l u d i n g foods 

and s e r v i c e s w o u l d be 1 . 6 p e r c e n t a g e p o i n t s h i g h e r , i n 1975, w i t h 

a q u o t a t h a n w i t h o u t a q u o t a , assuming no change i n o t h e r i t e m s 

o f t h e CPI . 

Thus , i t appea rs t h a t t h e a d o p t i o n o f q u o t a s , a s i d e f r o m 

t h e i r o t h e r a d v e r s e e f f e c t s , w o u l d a g g r a v a t e i n f l a t i o n a r y p r e s s u r e s 

as w e l l . T h i s g e n e r a l c o n c l u s i o n seems e v i d e n t - - a l t h o u g h a g a i n 

i t i s n e c e s s a r y t o i n t e r p r e t t h e above e s t i m a t e s o f t h e e f f e c t s on 

t h e CPI w i t h c o n s i d e r a b l e c a u t i o n . 

j5/ I n m a k i n g t h e s e e s t i m a t e s , t h e d a t a on c o n s u m p t i o n and u n i n 
v a l u e s p r e s e n t e d i n T a b l e 1 were used a l o n g w i t h i n f o r m a t i o n show-
i n g t h e a p p r o x i m a t e w e i g h t s f o r f o o t w e a r and a p p a r e l i n t h e t o t a l 
CPI and i n t h e CPI e x c l u d i n g f oods and s e r v i c e s . The p e r c e n t a g e 
changes i n t h e CPI , w h i c h w o u l d o c c u r f r o m 1969 t o 1975 w i t h and 
w i t h o u t t h e q u o t a s , were t h u s e s t i m a t e d . 
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L o o k i n g beyond t h e a p p a r e l and f o o t w e a r i n d u s t r i e s , t h e r e 

c a n be no d o u b t t h a t p r o t e c t i o n i s t d e v i c e s h u r t ou r e f f o r t s t o 

f i g h t i n f l a t i o n and unde rm ine ou r e f f o r t s t o r a i s e e x p o r t s . I n 

f a c t , many c o u n t r i e s have used t r a d e p o l i c y t o i n d u c e g r e a t e r 

i m p o r t s as an e f f e c t i v e way t o combat r i s i n g d o m e s t i c p r i c e s , and 

t o i n d u c e t h e i r i n d u s t r i e s t o o p e r a t e more e f f i c i e n t l y . Our own 

e x p e r i e n c e has been t h a t t h e g r e a t e s t i n c r e a s e i n o u r o v e r a l l 

i m p o r t s has come s i n c e 1965 - - and has c o i n c i d e d w i t h o u r f a i l u r e 

t o c o n t r o l i n f l a t i o n . Excess demand w i t h r i s i n g p r i c e s i s t h e 

b a s i c cause o f o u r t r a d e p r o b l e m , and we c a n n o t e x p e c t t o g e t 

r e l i e f f r o m measures t h a t w i l l keep p r i c e s h i g h . 

M o r e o v e r , i n t h e i r c o n c e r n w i t h r i s i n g i m p o r t s , p r o p o -

n e n t s o f q u o t a s f o r g e t t h a t we a r e s t i l l a g r e a t and e f f e c t i v e 

e x p o r t i n g c o u n t r y . We have succeeded i n r a i s i n g e x p o r t s t o an 

a n n u a l r a t e o f $42 b i l l i o n - - d o u b l e t h e 1960-65 r a t e . A t t h i s 

r a t e , e x p o r t s a r e g r e a t e r t h a n t o t a l d o m e s t i c e x p e n d i t u r e s on r e s i -

d e n t i a l s t r u c t u r e s o r on a u t o m o b i l e s and p a r t s . When e x p o r t s a r e 

so i m p o r t a n t t o many s e c t o r s o f o u r economy, e s p e c i a l l y a g r i c u l t u r e , 

i t w o u l d be a t r a g i c m i s t a k e t o s t a r t a r o u n d o f r e t a l i a t o r y t r a d e 

r e s t r i c t i o n s such as d a r k e n e d t h e d e p r e s s i o n y e a r s . And i f we a r e 

t o make g e n u i n e p r o g r e s s i n e x p o r t e x p a n s i o n , we w i l l need t o 

a c h i e v e - - and m a i n t a i n - - a much g r e a t e r deg ree o f d o m e s t i c p r i c e 

s t a b i l i t y t h a n we have a t t a i n e d i n r e c e n t y e a r s . 

I f we can a c h i e v e t h i s o b j e c t i v e , I w o u l d hope t h a t a t 

some p o i n t , p e r h a p s b e f o r e 1975, o u r c o m p e t i t i v e p o s i t i o n f o r shoes 

and t e x t i l e s — and c e r t a i n l y o v e r a l l - - w o u l d i m p r o v e so t h a t t h e 

s h a r p u p t r e n d i n i m p o r t s w o u l d be m o d e r a t e d . 
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I do n o t b e l i e v e the t h r e a t o f i m p o s i n g q u o t a s w o u l d be 

e f f e c t i v e i n g e t t i n g o t h e r c o u n t r i e s t o l o w e r t h e i r b a r r i e r s t o 

U. S. e x p o r t s . I n my v i e w , t h e o n l y p o l i c y t h a t w i l l a c h i e v e t h i s 

i n t h e l o n g r u n i s a p o l i c y t h a t encourages g r e a t e r t r a d e f l o w s 

u n d e r f r e e c o m p e t i t i v e c o n d i t i o n s . 

An A l t e r n a t i v e Course f o r P u b l i c P o l i c y 

I n comment ing on t he a d v e r s e e f f e c t s o f q u o t a s on con -

sumers , I am n o t s u g g e s t i n g t h a t t he t e x t i l e and shoe i n d u s t r i e s 

f a c e no p r o b l e m s . Q u i t e t h e c o n t r a r y , as i n d i c a t e d a b o v e , t h e y 

a r e c o n f r o n t e d w i t h s e r i o u s s t r u c t u r a l p r o b l e m s , and t h e s h a r p 

r i s e i n i m p o r t s i n r e c e n t y e a r s has added t o t h e s e . B o t h w o r k e r s 

and b u s i n e s s e s ( e s p e c i a l l y t he s m a l l e r f i r m s ) a r e b e i n g a f f e c t e d 

a d v e r s e l y . 

F o r examp le , i n t h e case o f f o o t w e a r ( w h i c h mus t be 

c o n s i d e r e d a low-wage i n d u s t r y i n t he U n i t e d S t a t e s ) , f o r e i g n p r o -

d u c e r s e n j o y a s i z a b l e c o s t a d v a n t a g e . I n m i d - 1 9 6 9 , t h e a v e r a g e 

wage o f shoe p r o d u c t i o n w o r k e r s i n t h e U n i t e d S t a t e s was a b o u t 

$ 2 . 2 9 pe r h o u r . I n I t a l y , t h e i r c o u n t e r p a r t s r e c e i v e d a b o u t $ 1 . 0 4 

p e r h o u r , and t h e c o r r e s p o n d i n g f i g u r e s were $ 0 . 5 8 and $ 0 . 5 6 , 

r e s p e c t i v e l y , i n Japan and S p a i n . The low f o r e i g n wages more t h a n 

o f f s e t t h e h i g h e r o u t p u t pe r manhour o f t h e U. S. w o r k e r s . Conse-

q u e n t l y , f o r e i g n p r o d u c e r s o f f o o t w e a r c o u l d l a n d shoes i n t h e 

U n i t e d S t a t e s a t p r i c e s w e l l be low U. S. p r o d u c t i o n c o s t s . 
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A s i m i l a r s t o r y can be t o l d f o r t e x t i l e s . So, t h e 

c o m p e t i t i v e i m p a c t o f i m p o r t s i n b o t h i n d u s t r i e s i s s e v e r e . 

Those emp loyed i n t h e i n d u s t r y - - b o t h w o r k e r s and b u s i n e s s e n t e r -

p r i s e s - - d o need h e l p . However , i n my j u d g m e n t , q u o t a s a r e s i m p l y 

t h e w r o n g way t o h e l p them. I n s t e a d o f p u r s u i n g t h a t c o u r s e , I 

t h i n k i t i s f a r p r e f e r a b l e t o a d o p t more e f f e c t i v e p rograms t o p r o -

v i d e r e t r a i n i n g and t r a n s i t i o n a l b e n e f i t s o r f i n a n c i a l a s s i s t a n c e 

f o r t h o s e who a r e d i s p l a c e d by c o m p e t i t i v e f o r c e s o v e r w h i c h t h e y 

have no c o n t r o l - - w h e t h e r the f o r c e s o r i g i n a t e a t home o r a b r o a d . 

I n t h i s c o n n e c t i o n , t h e p r o v i s i o n s f o r a d j u s t m e n t a s s i s -

t a n c e i n t h e p r o p o s e d q u o t a b i l l p o i n t i n t h e r i g h t d i r e c t i o n , b u t 

t h e y c o u l d be i m p r o v e d c o n s i d e r a b l y . The c r i t e r i a t o be met i n 

g r a n t i n g a s s i s t a n c e t o i n d u s t r i e s , f i r m s , o r w o r k e r s h u r t by 

i n c r e a s e d i m p o r t s a r e l i b e r a l i z e d by t h e b i l l . I n g e n e r a l , t h e 

i n c r e a s e i n i m p o r t s w o u l d no l o n g e r have t o be t h e " m a j o r f a c t o r " 

c a u s i n g o r t h r e a t e n i n g t o cause s e r i o u s i n j u r y ; i t w o u l d o n l y have 

t o " c o n t r i b u t e s u b s t a n t i a l l y " t o t h e i n j u r y . I n d e t e r m i n i n g w h e t h e r 

s e r i o u s i n j u r y t o an i n d u s t r y has o c c u r r e d , m o r e o v e r , f a i r l y r i g i d 

r u l e s w o u l d be e s t a b l i s h e d : t h e i m p o r t e d a r t i c l e mus t c o n s t i t u t e 

o v e r 15 p e r c e n t o f a p p a r e n t U. S. c o n s u m p t i o n , and t h e r a t i o o f 

i m p o r t s t o c o n s u m p t i o n mus t have i n c r e a s e d by a t l e a s t 3 p e r c e n t a g e 

p o i n t s i n t h e y e a r i m m e d i a t e l y p r i o r t o t h e i n v e s t i g a t i o n and by a t 

l e a s t 5 p e r c e n t a g e p o i n t s i n t h e y e a r b e f o r e t h a t ; o r d o m e s t i c p r o -

d u c t i o n , j o b s , man-hours w o r k e d , o r wages must be d e c l i n i n g s u b s t a n -

t i a l l y ; and t h e i m p o r t e d a r t i c l e s a r e s o l d a t p r i c e s s u b s t a n t i a l l y 

b e l o w t h o s e o f comparab le d o m e s t i c p r o d u c t s , and f o r e i g n u n i t l a b o r 

c o s t s a r e s u b s t a n t i a l l y be low U. S. u n i t l a b o r c o s t s . Digitized for FRASER 
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Under t h e s e r u l e s , many i n d u s t r i e s - - w h i c h p r e v i o u s l y 

c o u l d n o t o b t a i n r e l i e f - - m i g h t q u a l i f y f o r a s s i s t a n c e . W h i l e 

some l i b e r a l i z a t i o n o f t h e c r i t e r i a f o r a s s i s t a n c e w o u l d be h e l p f u l , 

t h e r e i s a r e a l danger t h a t t h e g r a n t o f p r o t e c t i o n m i g h t go t oo 

f a r . Under t he u m b r e l l a o f a d j u s t m e n t a s s i s t a n c e , even some o f t h e 

s t r o n g e s t o r l e a s t e f f i c i e n t i n d u s t r i e s m i g h t f i n d s h e l t e r . More -

o v e r , i t w o u l d a l s o be p r e f e r a b l e t o c o n s i d e r t h e need f o r a d j u s t m e n t 

a s s i s t a n c e a p a r t f r o m any p r o p o s a l t o impose q u o t a s . 

C o n c l u d i n g O b s e r v a t i o n s 

I n a d d r e s s i n g m y s e l f t o t h e q u e s t i o n o f t h e e f f e c t s o f 

q u o t a s on shoes and t e x t i l e s , I have a t t e m p t e d t o show the a d v e r s e 

i m p a c t on consumers . The d i r e c t i o n and r o u g h m a g n i t u d e o f t h a t 

i m p a c t have been i n d i c a t e d a t s e v e r a l p o i n t s i n t h i s d i s c u s s i o n . 

Bu t b e f o r e c o n c l u d i n g t h i s p r e s e n t a t i o n , i t m i g h t be w e l l t o r e m i n d 

o u r s e l v e s o f t h e bad e x p e r i e n c e we have a l r e a d y had w i t h q u o t a s . 

There a r e s e v e r a l i t e m s on w h i c h m a n d a t o r y i m p o r t q u o t a s 

have been i n e f f e c t f o r an e x t e n d e d p e r i o d - - p r i n c i p a l l y p e t r o l e u m 

and suga r - - and t h e s e p r o v i d e some c l u e s t o t h e c o s t o f i m p o r t 

q u o t a s . The s i t u a t i o n on o i l i m p o r t s has been i n t e n s i v e l y s t u d i e d 

by a C a b i n e t Task F o r c e on O i l I m p o r t C o n t r o l , whose r e p o r t was 

r e l e a s e d e a r l y t h i s y e a r . The Task Fo rce f o u n d t h a t , f f I n 1969 

consumers p a i d $5 b i l l i o n more f o r o i l p r o d u c t s t h a n t h e y w o u l d 

have p a i d i n t h e absence o f i m p o r t r e s t r i c t i o n s . By 1980 t h e a n n u a l 

c o s t t o consumers w o u l d a p p r o x i m a t e $ 8 . 4 b i l l i o n . W i t h o u t i m p o r t 
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c o n t r o l s t h e d o m e s t i c w e l l h e a d p r i c e w o u l d f a l l f r o m $ 3 . 3 0 p e r 

b a r r e l t o a b o u t $ 2 . 0 0 , w h i c h w o u l d c o r r e s p o n d t o t h e w o r l d p r i c e . 

A l t h o u g h we c a n n o t e x c l u d e t h e p o s s i b i l i t y , we do n o t p r e d i c t a 

s u b s t a n t i a l p r i c e r i s e i n w o r l d o i l m a r k e t s o v e r t h e coming d e c a d e . " 

A m a j o r i t y o f t h e Task F o r c e recommended t h a t t he p r e s e n t q u o t a s be 

r e p l a c e d by a s y s t e m o f t a r i f f s i n v o l v i n g a l e s s e r deg ree o f p r o t e c -

t i o n . I t seems t o me t h a t t h i s w o u l d move us some d i s t a n c e i n t h e 

r i g h t d i r e c t i o n . 

I n t h e case o f s u g a r , t h e p o l i c y o f c o n t r o l l i n g s u p p l i e s 

goes back t o t h e m i d - 1 9 3 0 1 s , and i s i n t e n d e d t o m a i n t a i n s t a b l e 

p r i c e s and s u p p o r t t h e d o m e s t i c sugar i n d u s t r y . The sugar c o n t r o l 

p r o g r a m has many c o m p l e x i t i e s , b u t one c l e a r r e s u l t i s t h a t t h e U . S . 

s u g a r p r i c e a v e r a g e s c o n s i d e r a b l y h i g h e r t h a n t h e w o r l d p r i c e . One 

o f t h e r e a s o n s t h a t t h e q u o t e d w o r l d p r i c e i s so low - - c u r r e n t l y 

a b o u t 4 c e n t s p e r pound compared w i t h a d o m e s t i c e q u i v a l e n t p r i c e 

o f a b o u t 8 c e n t s p e r pound - - i s t h a t f o r e i g n p r o d u c e r s , a f t e r 

s u p p l y i n g t h e i r U. S. q u o t a amount a t v e r y f a v o r a b l e p r i c e s , can 

a f f o r d t o s e l l t h e i r r e s i d u a l s u p p l i e s on w o r l d m a r k e t s a t v e r y low 

p r i c e s and r e a l i z e a r e a s o n a b l e o v e r a l l p r o f i t m a r g i n . I f t h e 

U n i t e d S t a t e s we re t o remove i t s c o n t r o l s on s u g a r i m p o r t s , t h e 

p r i c e t o U. S. consumers w o u l d t e n d t o f a l l , t h e w o r l d p r i c e w o u l d 

r i s e , and a s i n g l e e f f e c t i v e p r i c e w o u l d be e s t a b l i s h e d a t some 

l e v e l be tween t h e t w o . 
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I n t h e m e a n t i m e , h o w e v e r , q u o t a s on o i l a r e i n e f f e c t , 

and consumers a r e p a y i n g t h e c o s t . And , s a d l y , t h e new q u o t a 

p r o p o s a l s w o u l d p r o h i b i t t h e a b o l i t i o n o f t h e o i l i m p o r t q u o t a 

and i t s r e p l a c e m e n t w i t h a t a r i f f , w h i c h a t l e a s t w o u l d have t h e 

v i r t u e o f a l l o w i n g t h e t o t a l s u p p l y t o r i s e - - a l t h o u g h a t h i g h e r 

p r i c e s . 

So, a l t h o u g h we may have t o l i v e w i t h t h e e x i s t i n g 

q u o t a s f o r some t i m e , I wonder how many o f us — as consumers - -

w o u l d l i k e t o add o t h e r s ? 
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T a b l e 1. Demand and Supp ly o f A p p a r e l and Foo twea r , 1965-1975 

Commodity 1965 1969 Average Rate o f 
Growth 

1965 - 69 
( p e r c e n t ) 

P r o i e c t e d 1975 
W i t h o u t W i t h 

Quota Quota 

A p p a r e l 
Domes t i c Demand 

V a l u e o f c o n s u m p t i o n ($ m i l l i o n ) 30 ,505 42 ,302 8 . 5 52 ,725 5 4 , 5 2 8 
Volume o f c o n s u m p t i o n ( m i l . o f l b s . ) 3 , 5 6 8 4 ,226 4 . 3 5 , 4 1 2 5 , 4 1 2 
U n i t V a l u e ($ p e r l b . ) 8 . 5 5 1 0 . 0 1 4 . 0 9 . 7 4 10 .08 
Per c a p i t a c o n s u m p t i o n ( l b s . ) 1 8 . 3 4 20 .80 3 . 2 
Cos t o f Quota ($ m i l l i o n ) - - - 1 ,803 

Sources o f Supp l y ( v o l u m e , m i l . o f l b s . ) 3 , 5 6 8 4 , 2 2 6 4 . 3 5 , 4 1 2 5 , 4 1 2 
Domes t i c p r o d u c t i o n ( m i l . o f l b s . ) 3 , 3 8 2 3 , 8 9 8 3 . 6 4 , 6 4 7 5 , 0 7 7 
I m p o r t s ( m i l . o f l b s . ) 186 328 15 .2 765 335 
U n i t v a l u e o f i m p o r t s , r e t a i l ( $ per l b . ) n . a . 6 . 1 4 6 . 1 4 6*14 
I m p o r t s as p e r c e n t o f t o t a l 5 . 2 1 7 .76 10.5 14 .13 6 . 1 8 

Foo twear 
Domes t i c Demand 

V a l u e o f c o n s u m p t i o n ($ m i l l i o n ) 5 ,273 6 , 8 5 0 6 .8 5 , 9 0 6 7 ,793 
Volume o f c o n s u m p t i o n ( t h o u s . o f p r s . ) 719,729 780 ,741 2 . 1 878 ,697 878 ,697 
U n i t v a l u e ($ p e r p r . ) 7*33 8 . 7 7 4 . 6 6 . 7 2 8 . 8 7 
Per c a p i t a c o n s u m p t i o n ( p r s . ) 3 . 7 0 3 . 8 4 1 .0 
Cost o f q u o t a ($ m i l l i o n ) - - 1 ,887 

Sources o f S u p p l y ( t h o u s a n d s o f p a i r s ) 719 ,729 7 8 0 , 7 4 1 2 . 1 878,697 878,697 
Domes t i c p r o d u c t i o n ( t h o u s . o f p r s . ) 623 ,738 578 ,533 - 1 . 9 264 ,312 6 6 9 , 3 0 1 
I m p o r t s ( t h o u s . o f p r s . ) 9 5 , 9 9 1 202 ,208 20 .5 614 ,385 209 ,396 
U n i t v a l u e o f i m p o r t s , r e t a i l ($ per p r . ) 3 . 0 8 5 . 3 2 14.7 5 . 3 2 5 . 3 2 
I m p o r t s as p e r c e n t o f t o t a l 1 3 . 3 4 25 .90 18 .0 6 9 . 9 2 23 .83 
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Tab le 2 . The E f f e c t on the Consumer P r i c e Index i n 1975 o f Impos ing I m p o r t Quotas on Footwear 
and A p p a r e l 

1975 
W i t h o u t W i t h 

1969 Quota Quota 

A p p a r e l . 
Va lue o f consumpt ion ( m i l l i o n s o f $)— 

A p p a r e l . 
Va lue o f consumpt ion ( m i l l i o n s o f $)— 42,302 52,725 54,528 
Volume o f consumpt ion ( m i l l i o n s o f l b s . ) 4 ,226 5 ,412 5,412 
U n i t v a l u e ($ p e r l b . ) $10 .01 $9.74 $10.08 
Change i n u n i t v a l u e f rom 1969 (pe r c e n t ) 0 - 2 . 7 0 +0 .70 
W e i g h t i n consumer p r i c e index (pe r c e n t ) 

T o t a l 7 .03 7 .03 7.03 
E x c l u d i n g f ood and s e r v i c e s 17.10 17 .10 17.10 

Change i n CPI f r om 1969 t o 1975 (1969=100 per c e n t ) ! / 
T o t a l 0 - 0 . 1 9 +0 .05 
E x c l u d i n g f o o d and s e r v i c e s 0 - 0 . 4 6 +0 .12 

Foo twear . 
Va lue o f consumpt ion ( m i l l i o n s o f $)— 

Foo twear . 
Va lue o f consumpt ion ( m i l l i o n s o f $)— 6 ,850 5 ,906 7,793 
Volume o f consumpt ion ( t hous . o f p r s . ) 780 ,741 878,697 878,697 
U n i t v a l u e ($ per p r . ) $8.77 $6.72 $8.87 
Change i n u n i t v a l u e f rom 1969 (pe r c e n t ) 0 - 2 3 . 3 8 +1 .14 
W e i g h t i n consumer p r i c e index (pe r c e n t ) 

T o t a l 1 .60 1 .60 1 .60 
E x c l u d i n g f ood and s e r v i c e s 3 .89 3 .89 3 .89 

Change i n CPI f r om 1969 t o 1975 (1969=100 per c e n t ) ! ' 
3 .89 

T o t a l 0 - . 3 7 + .02 
E x c l u d i n g f ood and s e r v i c e s 0 - . 9 1 + . 0 4 

JL/ Assumes p r i c e s o f b o t h d o m e s t i c a l l y produced goods and i m p o r t s a re same i n 1975 as i n 1969. 
Changes i n u n i t va l ue thus r e f l e c t changes i n the q u a n t i t y o f i m p o r t s o r d o m e s t i c a l l y 
p roduced goods consumed. 

2/ Assuming t h a t t h e behav io r o f a l l o t h e r components o f t he CPI a re h e l d c o n s t a n t between 1969 
and 1975. 
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