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- EXECUTIVE SUMMARY

BACKGROUND AND RATIONALE

The purpose of the child's sleepwear regulatory proposal is
to reduce the incidence and severity of children's sleepwear
burns, and thus to reduce the number of deaths and serious
injuries from this cause. , .

Injuries resulting from burns of one kind or another are a
major cause of death and serious injury of children in
Canada. A number of these incidents, especially for
children up to 9 years old, can be directly related to the
flammability of their sleepwear.

A study conducted by Dr. R. Stanwick of the University of
Manitoba in 1982, indicates that at .least 18 to 20 children
under the age of 9 are severely burned each year due to the
ignition of sleepwear, and that on average one or two of
these burned children die each year. Dr. Stanwick's study
was based only on burns treated in paediatric burn units and
as such does not account for burns treated elsewhere. The
results of this study can thus be taken as a lower bound
estimate., His estimate of the current total number of
sleepwear-related burns for children is the area of 40
annually. This estimate of 40 annual sleepwear burns to
children is used as our base case for analysis. We have .
estimated the number of fatalities at 3 per year. :

The principal causes of ignition of children's sleepwear
include playing with matches or lighters, and being too
close to stoves or other ignition sources. However, once
sleepwear has ignited, the two factors which appear to have
the major impact on the extent and severity of burn injuries
suffered by these children are the style and fabric of the
sleepwear. The regulatory proposal will effectively reduce
the use of the more flammable fabrics in those styles of
children's sleepwear which are involved in the most severe
burn. injuries. .

REGULATORY PROPOSAL

On October 23, 1985, the Minister of Consumer and Corporate
Affairs Canada (CCAC) announced that he was introducing more
stringent flammability regulations. under the Hazardous .
Products Act to cover children's nightgowns and robes. He
asked that interested parties work together to.develop a
proposal to deal with the balance of children's sleepwear
articles. On June 26, 1986, the Minister further announced
that as unanimously recommended by the Children's Sleepwear
Advisory Committee, new, more stringent flammability
regulatxons would also be applied to baby-doll and tailored
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pajamas (See Annex 1 for list of Committee members). The
regulations would cover garments to sizes 14x and come into
effect September 30, 1987. Hospital gowns and robes and
sleepwear for children up to 7 kg would be exempted from the’
new regulations.

ALTERNATIVES CONSIDERED

Following initial work which looked at a wide variety of
alternatives, it was agreed that plausible options all
should meet the same flammability standard but differed in
terms of: (a) garment coverage; (b) lmplementatlon timing.
The different scope of style coverage options considered
were as follows: .

o Coverage option 1: Covers nightgowns and robes
sizes 0 to 14x.

o .Coverage option 2: Covers the above plus tailored
-and baby doll pajamas sizes 0 to 14x, except those
for children 0 to 7kg.

o Coverage- optlon 3: Covers all children's sleepwear
garments sizes 0 to 14x, except those for children 0
to 7kg.

The above style coverage options were considered in
conjunction with the following implementation timing
options: -

o Timing option 1: Implementation date March 1987.
o Timing option 2: Implementation date September

. 1987. ’
o Timing option' 3: Implementation date March 1988,

An information campaign will accompany the introduction of
new regulations to inform parents and children of sleepwear
flammability hazards. The impact of allocating different

levels of resources to an accompanying 1nformat10n campaign
was also considered as a separate option. 4

COSTS AND BENEFITS

Under each style coverage option, the price of affected
sleepwear garments would be expected to rise by 15%-20% in
the short term, due largely to the use of substitute
materials and shortages of low cost imports. In the longer
run, prices may subsequently fall somewhat, although C
remaining higher in real terms than sleepwear prices today.
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The estimated social costs of the new regulation stem
largely from the expected sleepwear price increases.

Social costs are of two kinds: 1long run annual costs and
short run lump sum costs. Long run social costs are a
function of the range of garment styles covered by the

regulations, and these costs would accrue primarily to

consumers. Short run costs would accrue to industry under
each regulatory alternative due to foregone profits and
losses on inventories. These costs are a function of both
the range of styles covered and the chosen implementation
date. While long run costs are .recurring annual costs,
short run costs are of a lump sum nature.

Using base case estimates, total long run social costs are
estimated at $12 million . annually under coverage option 1,
$20 million annually under coverage option 2, and

$59 million annually under coverage option 3. Short run
lump sum costs are estimated at $7 million under timing
option 1 (assuming coverage option 1), $8 million under,
timing option 2 (assuming coverage option 2), and

$22 million under timing option 3 (assuming coverage
option 3).

Each of the coverage options considered would be expected to
achieve different levels of benefits through reduction in -
burn incidence and severity. Successive coverage options
{including more garments under regulation) would be expected
to have increasing impacts on the incidence and severity of
sleepwear burns. It is estimated that coverage option 1
would eliminate 1 fatality per year versus a reduction of

2 fatalities per year for either coverage option 2 or 3.

Comparing the reduction of total burn incidence among the
" options, coverage option 1 might eliminate 9 burns per year,

coverage option 2 might result in 11 fewer burns per year,
and coverage option 3 might result in 12 fewer burns per
year. ' )

In addition to increased costs, there are other potential
negative effects, the most important on employment. The .
estimated loss in employment is 75, 40, 430 respectlvely

} under options 1, 2 and 3.’

FOLLOW-UP ACTION

The regulatory initiative for children's sleepwear that is
being proposed, consists of performance requirements for
children's robes, nightgowns, baby doll and tailored

E pyjamas, size 0-14x excluding garments for children weighing
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’ léss than 7 kg. The implementation date is planned for

_iy-’

September 30, 1987. This regulatory initiative represents
option 2 of this study and corresponds to the recommendatlon
of the Children's Sleepwear Advisory Committee established

'1by the Minister in October 1985,

In order for the children's sleepwear regulatory proposal to

" receive approval, a number of steps must be followed to meet

the requirements under the government's new Regulatory
Process Action Plan.

A regulatory impact analysis statement (RIAS), a requirement
under the new process has been prepared for submission to
the Regulatory Affairs Secretariat for approval. This study
constitutes the base analysis of the RIAS, assessing the
impact of the children's sleepwear regulatory proposal. The
Secretariat will forward the regulatory proposal to PCO
(Justice) for approval. Consultation with affected parties
will then take place through prepublication and publication
of the RIAS and the proposal in the Canada Gazette as
appropriate.

The study itself can be used to provide a common basis for

discussion with interested parties. The underlying analysis
is based on in-depth consultation with affected parties, and
indeed the regulatory.proposal itself was developed through

.formal consultation with the Children's Sleepwear Advisory

Commlttee.
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1. BACKGROUND AND PURPOSE OF THE STUDY

1.1 THE MINISTER'S ANNOUNCEMENT

On October 23, 1985, the Minister of Consumer and Corporate

Affairs Canada (CCAC) announced that he was introducing more SR R
stringent flammability regulations under the Hazardous : -

Products Act to cover children's nightgowns and robes.

These revised regulations would apply to sizes up to 14X and -

would come into effect in March, 1987. The Minister also . T
noted that the Department would be initiating a campaign to " ) Vo
increase public awareness of the hazards associated with T 0 e
fire-and children's sleepwear, and to advise parents, . =

guardians, and children of what they can do to eliminate o
these burn accidents. The Minister asked as well that

interested parties including the industry, -the Canadian

Institute of Child Health, the Canadian Paediatric Society

and the Consumers' Association of Canada work together on a

Children's Sleepwear Advisory Committee to develop a

proposal to deal with the balance of children's sleepwear

articles.

On June 26, 1986, the Minister of Consumer and Corporate

Affairs Canada further announced that the revised regula-~

tions would incorporate in their entirety the unanimous

recommendations of the Children's Sleepwear Advisory

Committee (See Annex 1 for list of Committe members). As

recommended, the new, more stringent flammability e
regulations proposed in October 1985 for nightgowns and Lat A
robes would also be applied to baby-doll and tailored

pajamas.,

The revised regulations will come into effect on September

30, 1987. This will ensure that industry has time to adjust
to the new requirements and minimize any adverse economic
impact. The Minister also announced that he is launching a

m'v . national children's sleepwear information campaign., ‘The

L

objective of the campaign is to increase public awareness of
the hazards of fire and children's sleepwear and of the
steps which can be taken to eliminate burn accidents. As .

" part of the campaign, Consumer and Corporate Affairs, in N N PR
conjunction with Fire Prevention Canada and the Canadian o T
Paediatric Society, will communicate a series of safety
messages to the general public, including parents and
individuals involved in child care, as well as to children

themselves,

1.2 DESCRIPTION OF THE REGULATORY PROPOSAL .

The regulatory proposal consists of flammability performance
requirements for children's robes, nightgowns, baby doll and
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tailored pyjamas, sizes 0-14X excluding garments for
children weighing less than 7 kg. The detailed requirements
are included in the consultant report attached as an annex
to this report, and have the following main features.

© Every product treated with a flame retardant shall

- have a lahel which is permanently affixed to the
product and which displays in a clear and legible
manner precautionary care instructions. These
include procedures for washing, bleaching, drying,
ironing, and dry cleaning. They are intended to
protect the product from agents or treatments which
are known to cause deterioration of its flame
resistance.

o gveryiproduct, when prepared and tested as outlined
in the detailed requirements, is restricted to
maximum average and individual char lengths.

o If products are treated with flame retardants,
neither the flame retardant nor any breakdown
product shall cause dermal irritation or dermal
sensitization. In addition, it shall not be
genotoxic, chronically toxic, nor shall it cause
benign or malignant tumors. .,

© . Under the pfoposed regulations, polo pajamas and sleepers

would be exempt from these requirements and would continue
to be subject to the current flammability regqulations.

1.3 PURPOSE OF THE REGULATORY PROPOSAL

. The purpose of ‘the regulatory proposal is to reduce the

incidence and severity of children's sleepwear burns, and

."thus to reduce the number of deaths and serious injuries
- from thls cause.

In)urles resulting from burns of one klnd or another are a -
major cause of death and serious injury of children in
Canada. A number of these incidents, -espe~ially for
children up to 9 years old, can be dlrectly related to the

E flammablllty of their sleepwear.

The only comprehensive ‘study in Canada, conducted by

‘Pr. R. Stanwick of the University of Manitoba in 1982, indi-

cates that at least 18 to 20 children under the age of 9 are
severely burned each year due to the ignition of sleepwear,

- and that on average one or two of these burned children die

each year. Dr. Stanwick's study was based only on burns.

" treated in paediatric burn units and as such does not

account for burns treated elsewhere. The results of this -
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study can thus be taken as.a lower bound estimate. His
estimate of the current total number of sleepwear-related
burns for children is in the area of 40 annually. This .
estimate of 40 annual sleepwear burns to children is used as

fatalities at 3 per year.

The principal causes of ignition of children's sleepwear
include playing with matches or lighters, and being too
close to stoves or other ignition sources. However, once

sleepwear has ignited, the two factors which appear to have
the major impact on the extent and severity of burn injuries
suffered by these children are the style and fabrlc of the

sleepwear. 1In partlcular°

(o) Loose and flowzng styles such as nightgowns and
robes are usually implicated in the most severe
injuries. Not only are they more likely to come
into contact with an ignition source, but they burn
faster than other sleepwear because of the presence
of air on both sides of the fabric which fuels the
flames.

o Some fibres ignite more easily and once ignited will
continue to burn rapidly. These include cotton,
linen, rayon, cellulose acetate, acrylics and blends
of these fibres. 1In addition, light weight fabrics,

*loose‘open weave fabrics, and pile fabrics (such as-
flannelette) burn more quickly than heavier, tightly
woven fabrics. Material such as nylon, polyester,

Hacrylics and cordelan, on the other hand, are:

harder to ignite and tend to self-extinguish.
The.regulatofy prdposal will effectively reduce the use of

tions-in those styles of children's sleepwear which are
involved in the most severe burn injuries.

‘It is generally accepted in CCAC and within the industry
that the implications of the regulatory proposals are that:

0 Most commercially available flame retardantitreet-i
ments will not be economic under the regulations.

“ . the more flammable fabrics which meet the current regula-

o0 The regulation will effectively eliminate the use of
“cotton, linen, rayon, cellulose acetate, acrylics
and poly/cotton blends in’robes, nightgowns, baby
doll and tailored pajamas sizes 0-14X. (Similar
regulations have been in place for some years in the
United States, and have had these impacts, This had
led most observers to expect the same effect in
Canada. ) .

our base case for analysis. We have estimated the number of

e Seim e 3
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1.4 REASON FOR THIS STUDY

- . . ‘

‘ -,

This regulatory 1mpact ana1y51s was conducted for three main
reasons:

0. To facilitate consideration of possible regulatory
options by senior management and the Mlnzster of
Consumer and Corporate Affairs.

o To further good management in the area of developing
and implementing new regulations.

o To address the critical social and economlc lssues
raised by the regulatory proposal.

As a result of the depth and thoroughness of analysis sought
by CCAC,. this study meets the requirements for a Socio- .
Economic Impact Assessment (SEIA) and a Regulatory Impact
Analysis. The Treasury Board SEIA guidelines were used in
preparing this analysis., .
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2.  APPROACH
2.1 USE OF COST-EFFECTIVENESS METHODOLOGY

The preferred approach to identifying the allocative effects
of regulatory proposals is often bernefit-cost analysis,
although there are circumstances in which cost-effectiveness
analysis is more appropriate. The issue of whether to use
benefit-cost or cost-effectiveness methodologies was
thoroughly explored during the design phase of this study.

It was decided that cost-effectiveness analysis be used in
this study because the major objective of the regulation is
to avert the loss of life and pain of suffering from burns
attributable to children's sleepwear. While benefit-cost
theorists have developed methodologies for attempting to put
a monetary value on the loss of human life, these approaches
are controversial. They are particularly questionable when
used to assess the value of the life of a child, and to put
a value on the extent of pain and sufferlng incurred not
only by the child who receives significant burns, but also
by the victim's family, and by Canadian society as a whole,
as they contemplate such a.tragedy. It was to avoid
attempting to express these dlmenSlOnS of the problem in
monetary terms that the decision was made to use a
cost~effectiveness approach.

The implication of the cost~-effectiveness methodology for
this study is that the regulatory proposal is considered in
comparison to various alternative schemes of government
regulation. The cost-effectiveness measures illustrate the
extent to which each alternative achieves its objectives of
reducing the incidence and severity of children's burns due
to sleepwear ignition, compared to the social costs of:
achieving these objectives. This forms the basis for’
comparison amongst the regulatory proposal and theé various
options. It therefore provides information to assess
-whether the requlatory proposal appears to be effectiveée in
comparlson to the practical alternatives.

2.2 APPROACH TO THE CONDUCT OF THE STUDY

Initial work on this study was conducted by the Bureau of
Management Consulting who undertook the following tasks:

o Held interviews with interested parties to more
fully define-relevant issues and data sources.

‘o Identified possxble alternatlves to dealing with: the
risk.
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Examined key health economics issues pertaining to
regulatory options.

. The second stage of .the work was undertaken by Peat
Marwick.

The main tasks involved here included:

Rev1ew of existing llterature related to sleepwear

'flammablllty.

Review of available Statistics Canada and other
primary data.

Conduct of a series of in person and telephone
interviews with sleepwear manufacturers, primary
textile manufacturers, sleepwear importers.,
retailers and consumer associations.

Use of a survey technique known as Qualitative )
Controlled Feedback to assess the potential impacts -

‘of alternative regulations on the incidence and

severity of children's sleepwear burns.

Analysis of data collected as descrlbed above, and

.preparatlon of ‘a draft report.

Preparatxon of a final report.

The report by Peat Marwick is attached as an Annex.

R ERXCRETE)




3. FINDINGS

3.1 ALTERNATIVES CONSIDERED . T

In this study, a number of different regulatory alternatives
were considered as alternative means of reducing the risk of
' sleepwear burns to children in Canada. During early stages ..
of the work a wide variety of alternatives were defined, and
the most plausible candidates were selected for further
-analysis. - One of the options considered was an information = L
campaign. Analysis indicated that while an information: e
campaign would be a useful addition to a regulatory . T
proposal, in itself an information campaign would not be ' cy o
viable in achieving a significant reduction in sleepwear T
related injuries and deaths. The requlatory options which : 4
passed the initial review and were analyzed in detail each
required sleepwear garments to meet the same flammability
standards, but differed along two basic dimensions. The two
"basic dimensions of the requlatory options were the range of
styles to come under regulation, and the implementation date
for new regulations. The different scope of style coverage
options considered were as follows:

o Coverage option 1: Covers pightgowns and robes » S
sizes 0 to 14X.- N e - T ]

o Coverage option 2: Covers the above plus tailored
and baby doll pajamas sizes 0 to 14X, except those
for children sizes 0 to 7 kg.

o Coverage option 3: Covers all children's sleepwear -r N
garments 0 to 14X, except those for children 0 to- : ey

: B m .. . - The above. style coverage options were considered in conjunc- . @
o ; W : tion with the following implementation timing options: e

"o Timing option 1: Implementation date March 1987.

o .Timing option 2: Implementation date September .
1987.

2

"o Timing option 3:. Implementation date March 1988,

An information campaign would accompany and- support the
introduction of new regulations to inform parents and
children of sleepwear -flammability hazards. The impact of

" allocating different levels of resources to an accompanylng
1nformat10n campaign was also considered.

bt e i
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" Under éach style coverage option, the price of affected"

3.2 ALLOCATIVE EFFECTS

sleepwear garments would be expected to rise by 15%8-20% in .~

*. the short term, due largely to. the use of substitute

materials and shortages of low cost imports. In the longer
run, prices may subsequently fall somewhat, although
remaining higher in.real terms than sleepwear -prices today..
The estimated. social costs of the new regulation stem
largely from the expected sleepwear price increases.

A summary of the expected social costs for selected garment

. coverage and timing options is presented in Exhibit 1. Long

run soclal costs are a function of the range of garment
styles covered by the regulations, and these costs would

accrue primarily to consumers. Short run costs would accrue T

to industry under each option due to foregone profits and
losses on inventories. These costs are a function of both
the range of styles covered and the chosen implementation

-date. While long run costs are recurring annual costs,

short run costs are of a lump sum nature.
" EXHIBIT 1

SOCIAL COSTS OF REGULATORY OPTIONS
{Based on 1984 Volumes and in 1984. Dollars)

Style Covetage

Long Run Net Option 1 Option 2 Option 3
Costs (annual) ($ millions) (3 millions) (S millions)
‘High Estimate: 14 .26 - 81

Base Caéé: } . .

Estimatée: ’ 12 20 .59
Low Estimate: 7 12 -33
Céverage : Coverage ) Coverage‘

- Option 1 Option 2 . Option 3

Short Run’ Implemented Implemented Implemented

Costs in March 1987 - in Sept. 1987 in March 1988

(lump sum) - (§ millions) - (5 millionms) {$ milIions)

Foregone Profits 7 8 22

and Losses to
- ‘Industry
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High and low estimates of long run social costs have been
provided for .each coverage option under different gets of

assumptlons.

Base case estimates of benefits and cost-impact ratios for
each regulatory option are presented in Exhibit 2. . The
ratios combine the base case estimates of both social costs
and benefits to allow a comparison- of the cost performance

of the regulatory options.

EXHIBIT 2

BASE CASE ESTIMATES OF BENEFITS AND
COST PERFORMANCE OF REGULATORY OPTIONS*

{For a typical year, 1984 §)

Coverage
Option 1

($ millions).

Coverage
Option 2
($ millions)

Coverage
Option 3
($ millions)

- NET COST .

(annual) 12

BURN IMPACTS
{annual})

Reduction in
Patalities

Number . 1
Cost Ratio
($mill/life) 12

Reduction in Total
Burn Incidence

. Number 9
Cost Ratio

($mill/burn) 1.3

20

A
1.8

59 .

'29.5

12
4.9

*  combines base case estimates of benefits and social

costs.




[Caarety

O—— . PR : chs AN SRR

- 10 -

An information campaign will accompany.the introduction of

new regulations, to inform parents and children of sleepwear
flammability hazards. This campaign should serve to educate-
parents and children to the danger of sleepwear flammability
and how to react to sleepwear ignition. It is expected that
this will encourage early adoption of less flammable sleep-. -
wear, and should aid in reduc1ng sleepwear burn incidence
and severity. However, it is uncertain how strong the

‘impact of this campaign would be or what additional. impacts

could be expected from allocating greater resources to
this. For this reason, the potential effects of the
information campaign have been omitted from our estimation

“of burn impacts.

3.3 NON-ALLOCATIVE EFFECTS

In addition to increased costs, each regulatory alternatxve

‘may have non-allocative effects. The ant1c1pated

non-allocative effects are summarized in Exhibit 3.

Generally, non-allocative effects are relatively minor under
coverage options 1 or 2, but somewhat greater under the
third option. 1In particular, it is expected that coverage
option 1 or 2 might result in relatively small reductions in
domestic output, and perhaps fewer than 75 and 40 lost

jobs respectively. However, coverage option 3 may result in
greater losses in output and as many as 430 lost jobs in
‘total. -Similarly, increased import penetration is
relatively unlikely under coverage options 1 and 2, but is
somewhat more likely under option 3. These effects would be
primarily confined to the children's sleepwear and textile
industries, and would be’ concentrated in the Montreal area.

The net impacts of each regulatory alternatlve on the market
structure and competition in the children's sleepwear ‘indus-
try would be small, However, there might be some' redistri-
bution. of incomes among firms ih the children's sleepwear
and clothing industries, with this effect agaln greatest
under the third coverage option.

Macro-economlc impacts and impacts on technology would be
negligible under each regulatory alternative.
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EXHIBIT 3

SUMMARY OF NON-ALLOCATIVE IMPACTS OF REGULATORY OPTIONS

hil

(o)

nder Coverage
ption 1 or option 2 s

Under Coverage
option 3

Distribution of
Incoma:

Market Structure and
Competition:
(Sleepwear Industry)

Technical Progress:

Output and
Employment:
(Sleepwear and
fabric industry)

Impacts on Foreign
Trade:

)

o

Some minor redistribution
among firms in. sleepwear
. industry.

Slightly fewer firms
producing affected
garments. Major players
not affected.

Decreased short-term
competition due to
shortages of low cost
imports.

Slightly increased
competition from U.S.
sleepwear manufacturers.

Domestic firms will
- acquire ability to produce
less flammable sleepwear =~
no other impacts.

Impacts confined to
Montreal area.-

Less than 5% reduction in
unit output of domestic—
ally produced sleepwear
garments.

Fewef than 80 jobs lost in
sleepwear and fabric
industries combined.

Reduced low cost (Far
East) imports for
short—term.

o Potential substantial
redistribution to
children's clothing
manufacturers outside
sleepwear industry.

o As for Option 1 and 2,

o Competition from
foreign sources
somewhat greater than
under Options 1 or 2
but still reduced for
short term.

(=]

Slightly greater U.S.
competition than for
Options 1 and 2.

o As for Options 1 and 2.

o As for Options’'l and 2.

o As much as 23% reduc-
tion in domestically
produced sleepwear
garments,

o As many as 430 jobs
lost in sleepwear and
fabric industriec
combined.

o As- for Options 1 -and 2.

f
<
)
i
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EXHIBIT 3

SUMMARY OF NON-ALLOCATIVE IHPACTs OF. REGULATORY OPTIONS

Under Coverage . Under Coverage
option 1 or option 2 option 3

“ ) ~ Macro Economic
' B Impacts:

o Slightly increased level o Slightly greater level
of imports from U.S. of imports than under

. Options 1 or 2.

o Potential for sleepwear
exports to U.S. o As for Options 1 and 2.

Negligible. - Negligible.

- -




4. FOLLOW-UP ACTION

The regulatory initiative for children's sleepwear that is
being proposed, consists of performance requirements for.
children's.robes, nightgowns, baby doll and tailored
pyjamas, size 0-14x excluding garments for children weighing
less than 7 kg. The implementation date is planned for
September 30, 1987. This regulatory initiative represents
option 2 of this study and corresponds to the recommendation
of the Children's Sleepwear Advisory Committee established
by the Minister in October 1985,

In order for the children's sleepwear regulatory. proposal to
receive approval, a number of steps must be followed to meet
the requirements under the government's new Regulatory
Process Action Plan.

A regulatory impact analysis statement (RIAS), a requirement
under the new process has been prepared for submission to
the Regulatory Affairs Secretariat for approval. This. study
constitutes the base analysis of the RIAS, assessing the

impact of the children's sleepwear regulatory proposal.. The

Secretariat will forward .the regulatory proposal to PCO
(Justice) for ‘approval. Consultation with affected parties
will then take place through prepublication and publication
of the RIAS and the proposal in the Canada Gazette as

- appropriate.

The study itself carn be used to provide a common basis for
discussion with interested parties. The underlying analysis
is based on in-depth consultation with affected parties, and
indeed the regulatory proposal itself was developed through
formal consultation with the Children's Sleepwear Advisory

. Committee.
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ANNEX 1

CHILDREN'S SLEEPWEAR ADVISORY COMMITTEE

" G.T. Holmes (Chairman - Non4voting)
ADGA Group

Dr. M. Day (Techn1ca1 Advisor - Non votlng)
Division of Chemistry:.
National Research Counc11

Dr. E. Nielsen (Secretary —~ Non voting)
Product Safety Branch-

VOTING REPRESENTATIVES

Mf. G. Vala-Webb
Amalgamated Clothing and Textile Workers' Union

Ms. H. Morrison
Canadian Council on Children and Youth

Mrs. S. Post
Executive Director

v Canadian Institute of Chlld Health

Dr. Richard Stanwick
Canadian Paediatric Society

Mr. J. Robertson
Canadian Textile Institute

Mr. R.F. Mersereau .
Canadian Textile Importers' Association .

Mr. H. Boshouwers
Children's Appatel Manufacturer ] Assoc1at10n

Mr. T. Cave }
Consumers' Association of Canada

Mrs, Trudy Wiltshire

National Council of Women of Canada

Mr. M. Fruitman
Retail Council of Canada

e -




v

P

A A AT

AN

3R e P Y SN AT AT W ST 1 SN

ERASE LSO IR TR

NON VOTING REPRESENTATIVES

Mr, W.B. Monk (CTI)
DuPont Canada Inc.

Mrs. C. Shipley
Canadian Institute of Child Health

Mr. J. Roskies (CTI)
Huntex Ltd.

Dr. Robin Walker (CCCY)
-Moncton Hospital

Mr. A. Straw (CTI)
Vice~President
Leedye Textiles

Mr. J. Turcotte (CTI)
pominion Textile Inc.

Ms. M. Grégoire (CTI)
Dominion Textiles Inc.

Mr. H. Whelan (CAMA}
St. Lawrence Textiles ‘

Ms. H. Vandeveerd (CAMA)
St. Lawrence Textiles

Dr. R. Viau
Product Safety Branch

. Mr. H., Furman

Retail Research Foundation of Canada




ANNEX 2.

Report by.Peat Marwick and Pertners -- An
Analysis of Impacts of Proposed Requlation
of Children's Sleepwear, July 24 1986

SARTATINS

e 402




PEAT . : . - Peat, Marwick and Partners.

..Hr. Ken Tiedemann

, : Management Consultants
MARWICK » PU). Bon 31 '
Conierce Court Postal Station
Tarunto. Ontario M3L 182
(4161 REE3500

| July 24, 1986

Senior Programmer Evaluation Manager

.- Program Evaluation Division
- Consumer and Corporate Affairs

Place du Portage, Tower 1
50 Victoria Street
Hull, Quebec

Dear Mr. Tiedemann:

Analysis of Impacts of Proposed Regulation of
Children's Sleepwear -

We are pleased to submit our final report on this study. An executive
summary has been provided at the front of the report. The report is then
structured in four sections:

Background to the Proposed Regulation
Allocative Effects

Non-Allocative Effects

Summary and Conclusions

A series of<abpehdices, also included provides much of the support for
the analysis in the report. -

We are very appreciative of the cooperation which we have received from
the Program Evaluation Division as well as the other groups with whom we
dealt in CCAC. This has been a very interesting study for us, and we thank

. you for the opportunity to have worked on it.

Youré very':ruly,

- PEAT, HARWICK and PARTNERS

| /M st K/«wﬁw
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EXECUTIVE SUMMARY

BACKGROUND AND METHODOLOGY

It is estimated that about 40 children suffer burns each year due to the
ignition of sleepwear garments. Of these children, perhaps three will dis
each year. In order to- reduce this risk to children, the Product Safety
Branch of Consumer and Corporate Affairs has proposed new regulations
which would require children's sleepwear garments, size 0 to i4x, to pass
a more stringent flammability test. The flammability test is similar to that
used in the United States for children's sleepwear. .

The new sleepwear flamniability regulations were viewed as major new
regulations, in that the impact on consumers aud * dustry was potentially
large and widespread. Treasury Board of Canu.  guidelines require that-
a Socio=Economic Impact Analysis (SEIA) be conducted with the introduc-
tion of any major new regulations. This study was performed according to
SEIA guidelines to assess the potential impacts of the new regulations on

- consumers and industry, and to facilitate consideration of the rogulatory )

options by senior management and the uhfnster.

Owing to difficulties with -assigning values to disfigurement, suffering or
death, cost-effectiveness was chosen as the methodology with which to
assess the regulations under study. Long run costs and benefits have not
been discounted as we have no iationale for forecasting any significant
variance in costs or benefits. Discounting would scale the annual flows by
the same Iactors for each option. For simph'city costs and benefits are
discussed as annual flows "for a typical year in equilibrium", assuming

-these are the same for each year.

ALTERNATIVES CONSIDERED

In this study, a number of d1fferent regulatory alternatives or options.
were considered as alternative means of reducing the risk of sleepwear
burns to children.in Canada. The' regulatory options which were consi-
dered each required slaepwear garments to meet the same ﬂammabr.hty
standards, but differed along two basic dimensions. The twe basic dimen=. -
sions of the regulatory options were the range of styles to come under
regulation, and the implementation date for new regulations.. The different
scope of style coverage options conmdered were as fallows:

(] Coverage option 1: Covers mghtgowns and robes sizes 0
to 14x.
o Coverage option 2: Covers the above plﬁs tailored and

" bahy doll pajamas sizes 0 to 14x, except those for children
0 to 7kg. :
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o Coverage optibn 3: Covers all children's sleepwear gar-
ments sizes 0 to 14x except those for childran 0 to 7kg-

The above style coverage cptions were cons1derad in con)unctmn mth the

followmg implementation timing options:

o Timing option 1: Implement_anon date March 1987.
o Timing option 2: Implementation date September 1987.
o Timing option 3: Implementation date March 1988.

An information campaign will accompany the introduction of new regulations- - .

to inform parents and children of sleepwear flammability hazards. The
impact of allocating different levels of resources to an accompanying infor-
mation campaign was also considered as a saparata op*mn.

. ALLOCATIVE EFFECTS

Under each styls coverags option, the price of affected slespwear garments
would be expected to rise in the short term, due largely to the use.of
substitute materials and shortages of low cost imports. In the longer Tun,

" prices may subsequently fall somewhat, although remaining higher in real

terms than sleepwear pricés today. The estimated social costs of the new
ragulanon stem largely from the axpectad slespwear price increases. -

Socxal costs ars of two kinds: long run ‘annual costs and short run lump
sum costs. Long run social costs are a function of the range of garment
styles covered by the regulations, and these costs would accrue primarily
to consumers. Short run costs would accrue to industry under each regu-
latory alternative due to foregone profits and losses on inventories. These
costs are a function of both the range of styles covered and the chosen
implementation date. While long run costs are recurnng annual costs.
short run costs are of a lump sum natura. Lo

Usmg base case estimates, total long run social costs are sstimated at $12
million annually under coverage option 1, $20 million annually under cover-

age option 2, and $59 million annually under coverage option 3. Short run

lump sum costs are estimated at $7 million under timing option 1 (1ssuming
coverage option 1), $8 million under timing option 2 (assuming coverage

3).

Each. of the coverage options considered would be expected to achieve

" different total impacts on burn incidence and severity. Successive cover-.

age options (including more garments under regulation) would be expected
to have increasing impacts on the incidence. and severity of slespwear
burns. It is estimated that coverage option 1 would eliminate 1 fatality per
year. versus a reduction of 2 fatalities per year for either coverage option

2 or' 3. Comparing the reduction of total burn incidence among the

options, coverage option 1 might eliminate 9 burns per year, coverage
option 2 might result in 11 fewer burns per year, and coverage option 3

option 2), and $22 million under timing optmn 3 (assuming coverage option *




T,

-'

might result in 12 fewer burns per year. It should be noted that although
‘expanding garment coverage reduces burn incidence through the ranges of
options, the additional impact of successive optmns diminishes
substantially. _

Cost ratios were developed for -each coverage option, which compare
benefits in terms of annual reductions in burn incidence and severity, to
annual social costs. Coverage option 1 would reduce fatalities at a cost of -
about $12 million per fatality reduction. The equivalent per fatality reduc-
tion costs are $10 million under option 2 and $29.5 million under coverage
option 3.. Cost ratios for burn incidence reduction also increase under . R
successive coverage options. : oo Sy

- s

An information campaign will accompany the introduction of new regula-
tions, to inform parents and children of sleepwear flammability hazards.
This campaign should serve to educate parents and children to the danger
of sleepwesr flammability and how to react to sleepwear ignition. It is

s expected that this will encourage early adoption of less flammable sleep~ == LT ..
).of wear, and should aid in reducing sleepwear burn incidence and-severity. =~ ~- . .. :
5, However, it is uncertain how strong the impact of this campaign would be - L AR

1 or what additional impacts could be expectad from allocatmg greater ’

W resources to this.

NON-ALLOCATIVE EFFECTS -

In addition .to increased costs, each regulatory .alternative has the
potential to produce non-allocative effects.

v n! o

w
(=]
[}

Non-allocative effects are expected to be relatwely minor under’ coverage
options 1 or 2, but somewhat greater under the third option. Iii particu-
lar, it is expected that coverage option 1 or 2 might result in relatively. .
snmall reductions in domestic. output, and perhaps 80 lost jobs. However, .

* coverage option 3 may result in greater losses in output and as many as
430 lost jobs in total. Similarxly, increased import penetration is relatively -

- unlikely under coverage options 1 and 2, but is somewhat more, likely
. > under option 3. These effects would ~be primarily confined to the
children's sleepwear and textile industries, and would be concentrated in
the Montreal area. . o

The net impacts of each regulatory alternative on the market structure and
level of competition in the children's sleepwear industry would be small..
However, there might be some redistribution of incomes among firms in the
children's slespwear and clothing industries, - with this effect. ag;m :
greatest under the third optmn. . . : .

Macro-economic. impacts and -impacts on technology would be neghgxble .
under each regulatory alternatwe.

-
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I - BACKGROUND TO THE PROPOSED REGULATION

THE MINISTER'S ANNOUNCEMENT

-On October 23, 1985, the Minister of Consumer and Corporate Affairs

Canada ("CCAC") announced that he was introducing more stringent
flammability regulations under the Hazardous Products Act to cover
children's nightgowns and robes. These revised regulations will apply to
sizes up to 14X, and the announcement indicated that they would come into
offect in March, 1987. The Minister also noted that his Department will be
initiating a campaign to increase public awareness of the hazards associ~
ated with fire and children's sleepwear, and to advise parents, guardians, -
and children of what they can do to eliminate these burn accidents.

DESCRIPTION OF THE REGULATORY PROPOSAL

The regulatory proposal consists of performance requirements for
children's robes and nightgowns, sizes 0-14X. The detailed requirements
are included in Appendix A, and have the following main features.

o Every product treated with a flame retardant .shall have a .+
label which is permanently affixed to the product and
which displays in a clear and légible manner precautionary
care instructions. These include procedures for washing,
bleaching, drying, ironing, and dry cleaning. They are
intended to protect the product from agents or treatments
which are known to cause deterioration of its flame

_resistance.:
o - Every product, when prepared and tested as outlined in

- the detailed requirements, Is restricted to maximum
average and individual char lengths. )

] 1 products are treated v}ith flame retardants, neither the'
flame retardant or any breakdown product shall cause

- dermal irritation or dermal sensitization. In addition, it

- shall not be genotoxic, chronically toxic, nor shall it
cause benign or malignant tumors.

Exclusions

'Under the proposad ragulations,' polo pajamas, tailored pajamas, baby doll
pajamas and sleepers would be exempt from thése requirements and would
continue to be subject to the current flammability regulations.
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THE PURPOSE OF THE REGULATORY PROPOSAL

The purpese of the. regulatory proposal is to reéduce the incidence and
severity of children's sleepwear burns, and thus to reduce the number of .
deaths and serious injuries from this cause. :

Risk Addressod '

Injuries resulting from burns of one kind or another are a major cause of -

. death and serious injury of children in Canada. A number of these inci:
- dents, especially for children up to 9 years old, can be directly related to

the flammability of their. sleepwear.

_The only comprehensive study in Canada, conducted by Dr. R. Stanwick"

of the University in Manitoba in 1982, indicates that 18 to 20 children
under the age of 9 are severely burned each year due to the ignition of
sleepwear, and that on average one or two of these burned children die
each year. Dr. Stanwick's study was based only on burns’ treated in
pediatric burn units and as such does not ‘account for burns treated
elsewhere. The results of this study can then be taken as a lower bound
estimate. His estimate of the current total number of slespwear-related .
burns for children is in the area of 40 annually (see Appendix E, Attach-~
ment 1). This is a judgemental estimate and is not the result of an empiri-
cal study. This estimate of 40 annual sleepwear burns to children is used
as our base case for analysis. We have estimated the number of fatalities

* at 3 per year. o

The principal causes of sleepwear ignition for these burned children .
include playing with matches or lighters, and being too close to fireplaces
or stoves. - ’

However, once sleepwear has ignited, the two factors which appear to have '
the major impact on the extent and severity of burn injuries suffered by
these children are the style and fabric of the sleepwear. In particular:

"o Loose and flowing styles such as nightgowns and robes
are usually -implicated in the most severe injuries. Not
only are they more likely to come into contact with an igni-
tion source, but they burn faster than other slespwear -
because of the presence of air on both sides of the fabriec,
thus fuelling the flames.

o Some fibres ignite easily; burn rapidly and are difficult to
put out. - These include cotton, linen, rayon, cellulese
acetate, acrylics and blends of these fibres. In-addition,
light weight- fabrics, loose open weave fabrics, and pile
-fabrics (such as flannelette) burn more quickly than
heavier, tightly woven fabrics.. Material such as nylon,
polyester, modacrylics and cordelan, on the other hand,
are hard to ignite and tend to self-extinguish. :
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The regulatory proposal will effectively reduce the use of the more flam-
mable fabrics which meet the -current regulations in those styles of
children's sleepwear which appear to cause the greatest risk of _severe
burns once ignited.

The Likely Implications Of The Regulatory Proposal

It is generally accepted in CCAC and within the industry that the implica~
tions of the regulatory proposals are that: .

o Most eommercxally available flame retardant treatments wxll
not be economic under the regulations. b

o The regulation will effectively eliminate the use of cotton,-
linen, rayon, cellulose acetate, acrylics and poly/cotton
blends in robes and nightgowns, sizes 0-14X. (Similar
regulations have been in place for some years in the
United States, and have had these impacts. This has led
most observers to expect the seme effect in Canada.)

CONSULTATION

“The Current Regulatory Regime

Following several years of discussions on regulatory action, on November,
2, 1971, regulations were promulgated under the Hazardous Products Act

. settmg flammability standards for children's sleepwear, sizes to 0-6x. At

the current time, therefore, the fabrics used to manufacture children's
sleepwear in Canada are subject to more stnngent regulatwn related to
flammability than are fabrics .in other clothing items. It is generally
accepted that children's sleepwear products sold in Canada are in compli-
ance with these regulations, but burn incidents continue to occux.

Key Elements of Consultation

Since the regulations were promulgated in 1971, there has been continued
discussion of the children's sleepwear issue. The most important elements
of the process of. consultation leading up the development of this regula-
tory proposal are as follows: .

o In the Sprmg of 1983, the Canadian Institute of Child
Health (CICH) set up a Working Group to study, among
other issues, sleepwear burn injuries to children. The
Working Group incduded Canadian apparel manufacturers,
Canadian textile manufacturers, fire authorities, the

- Canadian Paediatric Society, the Consumer Association of-
Canada, and the Product Safety Branch of CCAC. Based
on the discussions of this working group, in July 1984,
the CICH recommended more stringent flammability regula-
tions for children's sleepwear than the current Canadian -

-,
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regulations require. The intent would be that fabrics
used in children's sleepwear, to size 14x, would not
support combustmn. and’ would tend to self extinguish 1f
1gmted.

In November 1984, a Steering Committee was established
by CCAC to examine the technical and economic aspects of
such a course of action. This Committee included repre-
sentation from the above mentioned groups. In addition,
separate Sub-committees were established to deal with the
technical aspects of a proposed standard, and with the
communication aspects. . Both the Committee and Sub-
committees held a number of meetings through 1985, which
provided full opportunity for the exchange of the views of
all interested groups.

» Following the Minister's announcement, a Children's Slesp-

wear Committee was estublished by CCAC, with representa-
tives of the various interested groups. This Committee
met in early 1986, and developed an alternative regula-
tory proposal. This proposal is the basis of one of the
alternatives to the regulations proposed by the Minister
which are analyzed in this study.

THE REASON FOR THIS STUDY '

This régulatory impact study was conducted for three main reasons:

o

As a result of the depth and thoroughness of analysis sought by CCAC,
this study meets the requirements for a Socio Economic Impact Assessment,.
(SEIA), and a Regulatory Impact Analysis.

To facilitate consideration of possible regulatory options .
by senior -management and the Minister of Consumer and
Corporate Affairs

To further good management in the area of devaloping and
implementing new regulations

To address the critical social and economc issues raised '
by the regulatory proposal. .

guidelines were used in preparing this analysis. s

APPROACH TO THE CONDUCT OF THE STUDY

Peat Marwick began work on this study following some preliminary work
conducted on CCAC's behalf, by the Bureau of Management Consulting
Prior to Peat Marwick's involvement in the study, a decision was
made to use the cost-effectxveness methodology.

(BMC).

The Treasury Board SEIA

The cost-effectiveness
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framework was wused by Peat Marwick in this study.- and: preliminary
research done by BMC was also incorporated.

'The following are the broad steps which were undertaken by Peat Marwick
in the course of this study: .

) A review of existing literature related to sleepwear flamma-
‘bility. (See Appendix B for a biblicgraphy.)

0 A review of available Statistics Canada and other secon-
dary data. .
o The conduct of a series of on-site and telephone inter-

views with sleepwear manufacturers, primary textile manu-
facturers, sleepwear importers and retailers. A list of
those interviewed is included in Appendix B.

o The use of a survey technique known as Qualitative Con-
trolled Feedback to assess the impacts of the different regu-
lations on children's sleepwear burns. (The results of the
QCF survey are included as Appendix E.)

o The analysis of ‘data collected as described above, and
preparation of a draft report for CCAC. This was subject oL
to a review and discussion with members of CCAC. ) SR S

s e

o The preparation of this final report.

-u. -
;
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I = ALLOCATIVE EFFECTS

OVERVIEW OF THIS SECTION

Definition of Allocative Effects

The allocative effects of the regulatory proposal are those which bear
directly on the efficiency of resource allocation resulting from the regula-
tory proposal, i.e., the social costs and benefits of the proposal. -

Structure Of The Chapter
In this chapter:

o  The choice of cost-effectiveness rather than benefit-cost
methodology is outlined and explained.

o . The basic alternatives studied are outlined and defined,

o The social costs associated with the regulatory proposal
are identified and estimated.

o The desired impacts or benefits of the regulatory proposal
are identified and assessed.

o Cost-effectiveness comparisons are presented.

The Treasury Board Administrative Policy Manual suggests that alterna-,
tives be discussed at the end of the section on allocative .effects. For
several reaséns, however, it was judged appropriate to define.the alterna-
tives earlier in this chapter, and to carry forward the analytical results
for a range of alternatives. The basic reasons for this include the follow-
ing: .

o The choice of cost-effectiveness as a methodology (com—
pared to the benefit-cost approach) puts a greater weight
on the comparison of alternatives as the basic indicator of
regulatory effectiveness.. ) :

o The treatment of the implementation date, one variable
around which alternatives are constructed, has to be dealt
with carefully since .the regulatory proposal has already

been’ announced and a proposed implementation date
selected. : .

o Further consultation since the announcement of the regula-
tory proposal has led to the devealopment of an alternative
proposal by the Children's Sleapwear Committee, which is
treated as an alternative in the analysis.

s .
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The outline of allocative effects in this section is based on more detaxled
material provided in three appendices to this report, which are:

o An outline of the basic structure of the industry in Appen-
dix C.

© A relatively detailed delineation of the likely impacts of
the various regulatory alternatives, in Appendix D.

v The specific results of a methodology designed to yield esti-
" mates of the impacts of various regulatory options on the
incxdence and severity of burns, in Appendl.x E.

In order to conform with the suggested structure for SEIA documents in
the Treasury Board guidelines this material has been provided in appen-
dices. It is, however, central to the analyses which are provided in this
chapter, and in Chapter III, which deals with non-allocative effects.

USE OF COST-EFFECTIVENESS METHODOLOGY

'Boneﬁt-Cost and Cost-Effectiveness

The preferred approach to identifying the ‘allocative effects of regulatory
proposals is benefit-cost analysis, although there are circumstances in

-which cost-effectiveness analysis must be used. Chapter 490, Appendix E

of the Treasury Board Administrative Pohcy Manual spends some time
discussing this issue. .

“"Benefit-cost analysis of a proposed government.action is a systematic.
attempt to identify and measure in monetary terms.all relevant social costs
and bensefits. It involves a comparison of these costs -and benefits with

" those of rpossible technological and policy mstrument alternatives for

achieving the same objectives".

' “When it i$ not possible to measure the benefits of some proposed govern-

ment actions in monetary terms, cost-effectiveness analysis can be useful
in exploring a range of technological and policy instrument alternatives in
terms of the costs of achieving a specific non-monetary objective".

The Treasury Board discussion goes on to note that there are significant
theorstical advantages to using benefit-cost methodologies, because they

- provide information which can lead to efficient resource allocation for all
- government intervention in the economy. Cost-effectiveness analysis, on..-:

the other hand, can only ensure efficiency in obtaining a given reduction
in a particular external effect. In other words, it does not in itself
.provide_the information to determine whether the regulatory proposal is
worthwhile,.compared to.other projects in other fields of policy which

" might be undertaken. As the Treasury -Board guxdelmes .say, . the

advantage of the cost-effectiveness methodology lies mainly in allowing
comparisons of the relative success (in terms of total cost) of different




- ness methodologies was thoroughly explored during the design phase of
" GCommittes during late November, 1985.

" . tive of the regulation is to avert the loss of life and pain of suffering from
. burns attributable to children's sleepwear. While benefit-cost theorists

:* . They are particularly questionable when used to assess the value of the
. life of a child, and to put a value on the extent of pain and suffering

" The implication of the cost-effectiveness methodology for thii study is that

. forms the basis for some comparison amongst the regulatory proposal and

- tical alfprnatwas. _
THE TREATMENT OF TIME
. In considering allocative effects, there are both short term (trans1tmna1)

. and long term (equmbnum) dimensions. As will be discussed belaw, we do
- . not anticipate major transitional effects, although different implementation

“long term.

) : partmular.

s

ways of achieving: a physical objective when benefits are difficult to-
measure in monetary terms. In addition, cost-effectiveness analysis.can
provide means of comparing the relative cost of achieving different levels
of a physuml objective, in a sutuatlon in which benefits are difficult to
measure in monetary terms. . '

In this context, the issue of whether to.use benefzt-cost or cost-effectwe-

»this study. A decision to use a, cost-effectiveness methodology, rather
than a bensfit-cost approach, was reviewed at a mesting of the Advisory

Why Cost-Effectiveness Analysis is Bsing Used

Cost-effectiveness analysis is used in this study becauss the major 6bjec-

‘have developed some methodologies for attempting to put a monetary value
on the loss of human life, these approaches are not completely accepted.

incurred not only by the child- who receives significant burns. but also by
the victim's family, and by Canadian sogciesty as a whole, as they contem-
-plate such a tragedy. It was to avoid attempting to express these dimen-
sions of the problem in monetary terms that the decision was made to use a
cost-effectiveness approach.

the regulatory proposal is considered in comparison to various alternative
schemes of government regulation. The cost-effectiveness measures. illus-. =~ -
trate the extent to which each alternative achieves its objectives of reduc- o
ing the incidence and severity of children's burns due to slespwear igni-
tion, compared to the social costs of achieving these objectives. This

the various options. It therefore provides information to assess whether
the regulatory proposal appears to be effective in comparison to the prac—

dates may have some dxfferentxal impacts. The primary impacts are thus .

For a number of reasons, it is not necessary to use discountmg or net
present valuing in - deve.lopmg the oost-effectweness estimates. In
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o The regulatory proposal is unlikely to generate any sxgmﬁ-
cant "capital costs".

o It will essentially generate an annual stream .of benefits:
(reduced incidence or severity of burns), and .costs
(administrative costs, reductions in consumer surplus and
health care costs). In the long term these annual flows
will be relatively constant on a year by year basis.

o Benefits are not being valued financially, and it is diffi-
cult to interpret a discounted annual stream of reduced
incidence and/or the severity of burns.

Discounting is necessary where there is sxgmﬁcant vanabxhty in the pattern
of costs and/or impacts. Discounting in these instances permits compari-
sons to be made. In this study, we have no strong rationale for projecting

any significant variance in costs or impacts, except-for some "lump sum!

short term costs. Our best assumption for illustrative. calculations is:that-
the cost flows are uniform through time. Discounting would scale the
annual flows by the.same factor for each option. Arguably this would have.
no effect on the relative rankings of the regulatory options. As a result.

we have presented the costs and benefits as an annual flow for "a typxcah

year in equilibrium”, assuming these are the same for each year.:

The short term impacts are of a "lump sum" nature, and are discussed:
separately as adjustment costs to industry and to the government.

THE ALTERNATIVES

The Treasury Board guidelines recognize the importance of considering all
possible alternatives to the proposed regulations under study. In prin-
ciple, -one should consider all the possible technological and policy-. instru-
ment alternatives for achieving the same objectives. Obviously, the

" rationale for considering alternatives.to the regulatory proposal is to -

ensure that the proposal is, in fact, relatively efficient from an allocative
point of view and therefore appears to be a superior approach to meeting
policy objectives, compared to the available options.

The rationale for considering alternatives in cost-effectiveness analysis is
particularly strong. Cost-effectiveness analysis, as compared to benefit-
cost analysis, does not provide any measure of the net social benefit of

proceeding with the rogulatory proposal. It only provides a measure of -

the social cost required to achieve a certain leveal of satisfaction of objec~
tives. This information is really only meaningful when it can be compared
to the social costs of achieving the same or different levels of the policy
objectives, through various alternatives to the regulatory proposal.

In the case of children's sleepwear regulation, there is potentially a wide
range of regulatory alternatwes. The most relevant dimensions are the

followm g:
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o The scope of garment Goverage, i.e., what range of styles
of children's sleepwear will be included in the more
stringent regulation.

0 The timing of implementation, i.e., how long will manufac-~
turers and retailers have to plan for the changs-over to
the more stringent regulations. | :

o Communications support, i.e., what would be the effect of -
allocating more resources to communications support.

These dimensions are each dealt with in turn below.
Scope Of Garment Coverage

Discussions within CCAC have led to the definition of four basic cases
which should be explored with respect to the scope of garment coverage.
These are outlined below: :

o The status quo, 1.0., the‘ragt.xlatmns which are currently
in place, governing the flammability testing and require-
ments of children's sleepwear, sizes 0-6X.

) .0 tion 1: The regulations outlined in the Minister's
announcement of October 23, effectively applying U.S.
flammability standards and effectively eliminating the use
of cotton, linen, rayon, cellulose acetate, acrylics, and
poly/cotton blends, in robes and nightgowns sizes 0-14X.
(Polo pajamas, tailored pajamas, baby doll pajamas and
sleopers would be exempt from these regulations. and ..
would continue to be subject to the current’ ﬂammablhty

. regulations.)

o . Option 2: The concensus reached by the Children's Sleep-
wear Committes. This option would extend U.S. flammabil~

- ity standards to baby doll and tailored pajamas, in addi-

tion to nightgowns and robes, sizes 0 to 14X (but-
excluding garments for children - weighing less than 7
kge)» This would effectively eliminate the use of the
fabrics noted in Option 1 for this broader range of
sleepwear products. (Polo pajamas and sleepers would
still be exempt.) : .

0 ‘Option 3: All children's sleepwear sizes 0 to 14X (but
. ~excluding garments for children weighing less than 7 kg.)
would conform to the U.S.- ‘flammability standard, effec-
- tively eliminating the use of the same fabrics as in Option

1 for all children's sleepwear garments without exceptxon.
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Timing Of Implementation

Appendix G outlines the lags which are inherent in the flow of materials
and the ordering decisions which represent normal practice in-the indus-
try. These lags may make the impacts of regulatory proposals-sensitive to
the actual timing of implementation, at least in the short run. In the
study, we consider three options for the implementation date of regula-
" tions. These are: '

o March, 1987
o September, 1987
] - March, 1988.

It is generally agreed that implementation dates will be specified in terms ..

of implementation at the retail level. There has been some discussion of
the possibility of implementation at the production level. However, this.
was not viewed to be sufficiently likely to warrant adding an extra dxmen—
sion of complexity to the analysis. . .

Dealing With the Time of Announcement

Short-run impacts may depend on the length of the gap between the timing
of the announcement of the proposed regulation, and the proposed imple~

mentation date at the time of the announcement, i.e., how much time .is-
available for adjustment. The timing of announcament and impleméntation®

dates in relation to established selling seasons is also important in deter-
mining impacts. 1In recognition of this, we have structured the various
alternatives around the same announcement date. Each of the alternatives
stuaied was assumed to have the same announcement date as the proposed
regulatory option, i.e., announced by the Minister in October, 1985. This
approach is necessary to achisve comparability among options. It is also
intended to meet the spirit of the SEIA approach, even though the study
work was undertaken fallowing the Minister's announcement.

Therefore, for example:

o The proposed regulation, for purposes of the study, is
definec! as a Ministerial announcement in October 1985 with
scope of government coverage Option 1, to be nnplemented
in March '1987. .

° An alternative case studied is a Ministerial announcement
* in October 1985 with scope of garment coverage Option 2,
to be implemented in September 1987.

Most- of the industry interviews for this study took place in January and .

February 1986. At that time, virtually all industry participants were
aware of the Minister's announcement and had already made changes in
their plans and operetions to adjust to it. In discussing with them, for
example, Option 2 with an implementation data of September 1987, their
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immediate reaction was to consider the implimfinns of a Ministerial announce-
ment in, say, March, 1986, of this regulatory option, after they had
already been planning for six months to mest the requirements of the

. Minister's actual announcement of October 1985-.

It was therefore difficult to structure the data gathering around the some-
what hypothetical framework used in this study. i.e., assuming that each
alternative to the propesed regulation was, in fact, announced in October
1985. However, for analytical purposes and presentation of results, we
have attempted to maintain this framework.

Communications ‘Support

‘The regulatory proposal includes provision for communications support,
which would be focused on the period immediately around the implementa-

. tion date for the new regulations. We have also considered the implications

of providing additional levels: of communications support.

- HOW THE OPTIONS ARE DEALT WITH

In addition to the base case (status. quo), the options outlined above
define 18 separate cases (three style ranges x three timing options x two
levels of communications support). We have not carried 18 separate
options through data collection, analysis, and presentation of - results.
Instead, a simplér framework, outlined below, has been used for each of

‘these steps.

- Data Collection

Data collection has centred on interviews K with various members of the

_industry. In these interviews, we have used the fallowing framework.

o The interviews have focused on the three options related
to scope of garment coverage. In particular, we have
-asked the interviewees to consider the proposed regulation
* {Option 1) in comparison to the status quo. We have then
asked them to consider the impact of Option 2 and Option
3 in the light of the basic framework  they. have. developed

with respect to Option 1.

0  We have then asked for views on the implications of alter~

' native implementation dates in general, and have asked for

any specific differenues in the impact of implementation
datos across the various scope of garment options.

o Similarly, we have explored the impact of increased expan-_'
" diture on the information campaign, and :sked whether
there are any differences across Options 1 t- .




Analysis

A similar approach has been followsd in our analysis. We have essentxally
considered each of the three  dimensions used to construct alternatives
independently. We have assumed that the results along these dimensions
can be combined either additively or mult1phcat1vely, except in cases
where we can specifically identify that this approach is not appropnate.
In these cases, we have considered more complex interactions. :

Presentation

A similar format is considered with repect to presentation of results.
Rather than providing all results in 18 separate cells, we provide them
along each of the three relevant dimensions. We identify any areas whers
simple additive or multiplicative combinations of the dimensions are inap-
propriate.

COSTS

The basic categories of cost are:

o Administrative Costs: These are costs borne essentially ' S

by government to administer the regulation. Estimates of .
these costs have been obtained from CCAC. ) ¢ :
o Costs Borne by Consumers: A major element of cost is the o ‘

additional resources required for manufacturers " and
retailers to comply with the changed regulations. Ve -
-ihcorporate these costs in the overall change in consumer
surplus, rather than as a resource cost per se. The
results are unaffected by this decision. '

o Changes in Producer Surplus: Wé do not anticipate any

_ significant changes In producer surplus, of the sort which
are associated with rents or an upwardly ‘sloping supply .

curve. However, the topic is dlscussed below.

o Adjustment Costs: -These costs "are lump sum costs
- incurred by industry in the form of lost sales, slack
capacity and possibly inventory write-offs. Such costs
would only be incurred in the short run, over a period of

two or three seasons. . —

o Health Care Costs.‘ Changes in health care costs zssoci-
" ated with changes in the incidence and severity oi burns
would be defined as "benefits" in a benefit-cost frame-
work. They can either be incorporated as an element of
the desired impact of the regulatory proposal, or be
brought to the cost side of the equation by changing sign,
and netted out in deriving cost-effectwaness measures.
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BXHIBIT II-1

ADMINISTRATIVE AND INFORNATION CAMPAIGN COSTS
) (constant 1986 dollars) -

:x g Year Total Administration Information Campaign

1
2
3
4
5

‘) . ' ~~ SOURCE: Consumer and Corporate Affairs

£280,800 37,800° 243,000
67,800 37,800 _ 30,000
48,900 - 18,900 30,000

S 33,780 3,70 - 30,000

§ beyond 33,000 3,000 - ' 30,000




We have taken  the latter approach by netting cost savmgs
from total gross costs.

Bach element of cost is dealt with beow.

Costs of Program Administration

The implementation of. new sleebwear flammability regulations would result

in costs for administration and wmonitoring. Monitoring would consist
chiefly of Product Safety Branch inspectors' visiting sleepwsar retailers
and examining goods on the shelf. Samples would be bought of any goods
suspected of not meeting the new flammability regulations. These samples

" would then be tested in laboratories to determine whether they comply with

flammability regulations or not.

Typically, monitoring and administration costs are greatest in the first
year or two after the implementation of new regulations. Costs usually
drop nff consxderably by the third and subsequent years as most manufac-
turers are then in compliance with the new regulatmns.

Exhibit II-1, opposite, presents CCAC estimates of the total direct and
indirect costs assaciated with program administration. It should be noted
that these estimates are based on the assumption that "treated" flame
retardent fabrics are not used in children's sleepwear, as testing costs for
these fabrics are somewhat higher than for polyester and other synthetics.

In addition, a budget of $243,000 has been allocated to the information
campaign in year one of implementation of the new regulations. Although
it is uncertain what amounts will be allocated in subsequent years, it is
assumed that "maintenance level" amounts' of $30,000 will be spent for

reprinting and distributing materials after year one. These amounts are -

also shown in Exhibit II-1. L
Consumer Losses .

The discussion of consumer losses due to the regulatory proposal takes
place within the context of Exhibit II-2, overleaf. Exhibit II-2 illustrates
two ways in which consumers can be made worse off by the regulatory
proposal: . . . :

o -Fn‘stly. substitutes for cotton ‘sleepwear may be more
expensive, so that the consumer loses surplus! due to the
‘need to pay a higher price for effectively . equivalent
sleepwear. These include the resource costs associated
with more expensive materials, as well as the consumer

1. Consumer Surplus defined in glossary in Appendix F.




EXHIBIT 11-2 | 4 - - - L
' CONSUMER SURPLUS LOSS o |

Due to Price Increase ' ' ' Due to Product Removal . U |
{the 'lower bound) ‘ ~ . {(the upper bound) - :
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surplus loss due to reductions in volumes purchased at
the higher price.

o In addition, cotton sleepwear may ‘be significantly pre-
ferred to polyester or nylen sleepwear, at similar prices.
At the extreme, the consumer loses significant additional
consumer surplus by losing access to garments for which
he feels there are no close substitutes. This is equivalent
to product removals :

The "price increase" and "product removal" scenarios depicted in Exhibit
1I-2 represent lower and upper bounds to the actual losses in consumer
surplus. In the middle range, the loss to the consumer may be closer to a
change in product quality? than to "product removal". The "true loss"
depends to a considerable exte t on the availability of close substitutes for
the products which are elimin..ed. Obviously, the greater the range of
children's sleepwear which is effectively eliminated by the regulatory pro-

posal, the less likely it is that close substitutes can be found for the elimi~ .

nated material.
Approach To Dealing With Consumer Surplus Costs e

Our review of the literature on how to dedl with this situation methodologi-

cally has not yielded a definitive approach. We have designed a metho- -

dology which we believe is appropriate, but which has not been found in
other studies. The approach is described in greater detaﬂ m Appendlx D,
and is summarized below.

The loss to the consumer in bearing the costs of the standard is a loss in
utilityd, which can be treated as a consumer surplus loss. Consumer
surplus loss calculations are used to estimate the utility losses which result
from both increases in price and fabric changes in affected sleepwear

© . styles. Higher prices and unavailability of desired fabrics combine to

reduce the total utility attainable by consumeis for a particular expendi~
ture on sleepwear. The conventional consumer surplus approach is ade-

“quate for capturing the ‘effects of a prme mcrease, and can with some

2 "Quality" is intended to mean the perceived advantages of cotton, for

which consumers prefer cotton to polyester (e.g., texture, breath-

" ability). The use cf this term does not mean to say that there are not
other dimensions where polyester is superipr to cotton (e.g., dura-
bility). _ .

3 Utility is used in the economist's sense of the word to mean the level of

satisfaction or happiness attained from consuming some good. Utility in

this case does not not mean durabxhty or have any other common usage
meaning.
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Sleepwear Sales - " Market Unit = Consumer
Segment Volume Surplus
‘Units Value  Elasticity Loss Loss -
(000's)  (s000's) (%) ($ million)
Glrmeﬁtu Covered
. Option 1
Gowns 2,810 25,000
Robes : ' a2 18,000 -
Total Option 1 3,722 43,000 L5 70 12.8°
Option 2
Garments covered by' : .
Option 1 3,722 43,000
plus:
Tailored Pajamas 1,778 17,000
Baby Doll Pajamas :<] 1,000 ’
Total Option 2 5,593 61,000 .. 1.0 45 21.3
Incremental Loss ‘ 8.5
Option 2 vs. 1
Option 3
Garments covered by
Option 2 5,59 . 61,000
plus:
Polo Pajamas 5,515 49,000
Sleepers 6,081 - 39,000 : L
Total Option 3 17,189 149,000 . 0.5 .23 59.9
Incremental Loss o - : 38.6

EXHIBIT II~3

BASE CASE ESTIMATES OF
CONSUHER SURPLUS AND VOLUME LOSSES
(For a Typical Year Based on
1984 Volumes and in 1984 dollars)

Option 3 vs. 2

Source: - Canadian Textile ' and Clothing: Board statistics ahd.-’PMP
i . estimates based on industry research.
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difficulty deal with the issue of product removal. It is however difficult to
integrate this approach with the assessment of losses which stem from a
change in product quality.

Nonetheless, it is clear that the utility loss to conéumets may be approxi-. -

mated by a surplus loss which lies between the price increase and the
product removal cases depicted in Exhibit Il~2. We have dealt with -the

issue by estimating an equivalent price increase to modal the effects of- .

decreased fabric quality. This equivalent price increase has been derived

from estimates of segment volume shifis which might occur after the unple-

‘mentation of new regulations.

_Estimates of Consumer Surplus Loss

We now provide illustrative calculations of the consumer surplus loss which
mxght result from each style coverage option. The timing of implementation
is not.an 1ssue in consumer surplus loss. i

~ The followmg assumptmns, discussed in Appendix D, were made in calgulat-
ing consumer surplus losses. .

1. The final price of less flammable sleepwear will be 20% greater

than the price of cotton or poly/cotton slespwear. In the long - .
run imports of fabrics and garments will return to their status -~

quo lsvels. Thus, thers are no "additional" long run price
increases because of displaced imports of fabrics or garments.

2. The quality decrease due to the substitution of polyester is
equivalent to an additional price increase of about 25%.. The

" effective net price increase for surplus loss calgulations is then .-

45%.
3. Deménd curves are linear.

4. Current prices, volumes and import levels for slaepwear garments
are as indicated: m Exhibit C-2.

S As the range of styles covered increases under - successive

coverage options, a narrower range of non-affected sleepwear
styles is- left to substitute into. As a result, price elasticities can
be expected to be lower for successive options. Elasticities are
assumed to range from 1.5 and 0.5 for the various options.

Exhibit 11-3,'02205ite, summarizes - the consumer surplus losses which

might result under each-. regulatory regime. As a result of decreasing

elasticities, thé consumer surplus loss for each style coverage option is not -

the sum of losses which would occur if subset ranges were covered sepa-
rately. The loss per style covered becomes increasingly large as the total
number .of styles coveted increases and elasticities decreaso.

covs

“
3
3
4
3
3
K3
o
N
Py

|
1
T
|




b _ : EXHIBIT II-4
3 SENSITIVITIES IN CONSUMER
SURPLUS CALCULATIONS*
(for a Typical Year Based on
1984 Volumes and in 1984 dollars)
g ' Coverage Coverage '~ Coverage i
5 ) Option 1 Option 2 Option 3 ‘
i . . :
. - . : Incremental Incremental -
at C ' Surplus Surplus Loss Surplus ~ Loss
i " Parameter Value Loss Loss 2vs. 1 Loss 3 vs. 2
‘ ($million)  ($million) ($million) ° ($million) ($million)
Equivalent 35% 13.9 24.3 10.4 70.7 T 46.4 .
Price Increase ™ P
. (Fabric : : :
_ Quality) . 5% 8.7 13.3 4.6 i 34.9 . 21.8 "
Price Elasticity* 3.0 8.3 8.9 2.8 - 21.1 T12.2
i of Demand 0.2 18.5 26.2 7.7 64.0 37.8
| : :
Price Premium - 40% 14.9 26.7 12.4 - . 8.6 54.9 .
: - (Polyester vs. . : N |
) other sleepwear) 0% - 8.7 13.3 4.6 35.1 T 21.8 . :
. Total Sleepwear $300m  25.6 42.6 C17.0 12000 79.4
: . Sales. {Retail) $75m 6.4 ©10.7 4.3 30.0 . 18.3 .
..© . Base Case . 12.8 21.3 o 8.5 59.9 . 38.6
R Estimates o . : C
;. from Exhibit
R ¢ o]
b_* - Results of altering key parameters one at a tﬁna. compared to values used in Exhibit =
B ¢ LX) . L :
" ** These elasticity values are "across the board" for each coverage option. .
:
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There is some diversity of opinion on whether there is any offset to the
loss of consumer surplus when a substitute good is consumed in place of
one whose price has increased.. For example, under Option 1 unaffected
sleepwear styles .such as polo pajamas may be substituted for affected
‘'sleepwear garments. It would be argued by some that the increased
- consumption of polo pajamas represents an offset to consumer surplus
losses. ' However, it is argued by Mishan (see bibliography) and others
that consumer surplus losses should not be adjusted in this way. Accord-
ing to this second school of thought, consumer surplus loss calculations
must consider only the demand curve for the affected good. In this analy-
sis we have not made any adjustments (offsets) to consumer surplus losses
for increased consumption of substitute goods.

Sensitivities in Consumer Surplus Calculations

The consumer surplus loss calculations are very sensitive to assumptions
which have been made about: . :

K the price premium of polyester over cotton tleepwear
fabrics;

the equivalent price effect of polyester substitution;

thé price elasticity of demand for affected sleepwear-style
segment5°

‘o ‘the total retail value of sleepwear sales in Canada.

All of the above issues are dealt with in- greater detail in Appendix D.
Exhibit II-4, opposite, presents a summary of the effects on consumer
surplus of altering our key assumptions one at a time. It is clear from this
exhibit that changes in key parameters within the indicated ranges can
have large effects on consumer surplus calculations.

It should also be noted that there is Lurrently a trend in the market
towards polo pajamas in place of other styles. It is uncertain whether this
is a long term trend or a transistory shift in tastes. To-the extent that -
this is a long term trend, our base case estimates overstate longer run
consumer surplus losses for Options 1 and 2. -

Producer Losses . - B
Producer surplus losses? due to an upward shift in the supply curve are

illustrated in Exhibit II-5, overleaf {rom the psrspective of the short run
and the long rua.

4 Defined in glossary in Appendix F.




EXHIBIT II-6
PRODUCER SURPLUS LOSS
: , Short Run : : Long Run =~ . e
SR (The General Case) (Horzontal Supply Curves) -
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Producer Surp_[us Loss = Nil




n—'is

. For our purposes, the thing which. dmtmguishes the short and the long
run is the slope of the supply curve. Our research suggests that in the
long run, the supply curve is essentially horizontal, and it may well be
horizontal even in the short run, i.s., producers will supply a range of
. volumes at the same price level. If the supply curve were upward sloping,
an upward shift of the supply curve would result in price increases which
are less than cost increases.  This, in turn, would result in producer
surplus losses. o ’

However, upward sloping supply curves occur only where marginal costs
increase with volume. It is believed that marginal costs in the sleepwear
mdustry are constant and supply curves are relatively flat. As is dis-
cussed in Appendix C, the bulk of costs of a finished ‘garment are vari-
able, and the use of polyester fabrics should not incur any significant
capital costs. The only significant cost increases will be the result of
fabric cost increases and these will be constant on a unit basis. © Thus
producer surplus losses due to shifts of the sloping supply curve will be
minimal. In addition, we believe no significant "economic renis" are
earned in the sleepwear industry and there will be no surplus losses due
to re2uced rents. However, short term profit losses will accrue to manufac-
turers in the form of lump sum adjustment costs.

Long Run Producer Surplus Losses

In the long run, producers will presumably adapt to the changes imposed
by the legislation by re—allocating productive capacity and investment in
the m.st profitable manner. Whereas, in the short run, the marginal cost
of producing less flammable sleepwear may increase somewhat with volume
i the long run, marginal costs are constant although higher than under
" the previous regulatory regime. This is depicted in Exhibit II-5.

Producer surplus loss is thus nil in the long run. Sleepwear manufac-
turers will again operate as profitably as before the regulatior. . In addi-
tion, no economic rents are foregone. The assumptions reflect the flexi-
bility of production for sleepwear manufacturers. However, there is a
resource cost to imposing mora stringent sleepwear flammability standards,
and this cost accrues entirely to the consumer in the long run. That is to

say that increased costs of production are passed on by each element in-.

the chain from manufacturers to oonsumers.

Short Run Industry Adjustment Costs

Short mn.mérginal cost increases with volume: may'b'e the result of

increased fabric imports from the U.S., or other short term production
" adjustments. However, it seems likely that the supply curve is relatively

elastic even in the short term. Short term producer losses may arise

from:

o i o h i T,

D




. EXHIBIT I11-8
SHORT RUN INDUSTRY ADJUSTMENT COSTS -

(Based on 1964 Volumes and in 1984 dollars)

i
1
i
t

Total Loss 20.1

* assumes announcement date is in October, 1985

**  due to lost sleepwear sales

*** due to losses on committed slee
" obsolete before intended season

Timing Option . : Domestics Slaepwear***
Implementation Retail Profit Manufacturer Importer
ate* Loss** Profit Loss** Loss

($ million) * ($ million) ($ millions)
March 1987
(Gowns and Robes.Covered)
Loss in 1986 1.7 0.3
(Fall only)
Loss in 1987 4.3 0.8
(Spring and Fall) .
Total Loss , : 6.0 1.1 0.3
September 1987 '
Gowns, Robes, Tailored and
aby Doll Covered)
Loss in 1987 5.4 0.8
(Spring and Fall)
Loss in 1988 . 1.5 0.2
(Spring only)
Total Loss . 6.9 1.0 0
March 1988 '
(All sleepwear covered)
Loss in 1987 5.2 0.6
(Fall only) . .
Loss in 1988 ’ 4.9 1.8
- (Spring and Fall) .- -
2.2 0

wear and fabric orders which are

Sourqe:‘ PMP estinates based on Industry Research (see Appendix D)




o fabric and finished goods inventory write-offs; :
o slackened slespwear salas during the adjustment period;
o slack capacity from discontinued sleepwear production.

The above effects are largely the result of the timing of the announcement
~and implementation dates for new regulatlons. A more complete discussion
of the impact of timing is included in Appendix D.

All timing options provide a minimum of 18 months. to implementation, and
occur at about the beginning or end of selling seasons. Thus, no large
avoidable costs are incurred as a result of timing. The only significant
costs which are likely to be incurred are those due to conservative retail
buying in the transitional pariod. These costs are .in-turn a function of
whether a Spring or Fall implementation .date is chosen. Given our

assumptions about retail reactions, a Fall implementation date might result

in somewhat smallbr retail sales losses than a Spnng mplementatmn date
for any range of garments covered.

The effects of regulation timing are essentially multiplicative for each
range of covered garments in that the same percentage sales decreases for
~ affected garments are expected for the same seasons. The results are not

literally multiplicative in that robes are sold almost exclusively in the Fall
and baby doll pajamas are sold only in the Spring. The Spring selling
season also accounts for about one~third of annual retail.sales of other
garments while the Fall accounts for two-thirds.

. Ilustrative calculations of transitional losses due to reduced sleepwear
salas for each timing option are presented in Exhibit I1-6, opposite. One

of the style coverage options is used in making each calculanon. Appendix
D provides the datailed assumptions used in makmg these calculations.

Relevance of the U.S. Experience B e

Slsepwear flammability reguiations were first implemented in- the ‘“Uh:ii;d

States in 1973. - At this time sizes 0 to 6x in all sleepwear styles were .

required to meet new flammability standards. In 1975, the scope of the
regulations was enlaxged to also includée sizes 7 to 14. These regulations
~ were implemented at the manufacturer's lsvel in each case. The U.S.
standards initially allowed the use of flame retardent chemical treatments,
but these treatments were later . found to bs hazardous.” In 1978 the

standards were changed to effectively eliminate the use of. such flame -

retardent treatments.

From the above description it would seem that the U.S. standard is similar
to the third garment coverage option under consideration in this analysis..
However, the different means of implementation, and the.initial mixed use
of flame retardent and other fabrics, limit the value of this axpenence for

pro;ectmg the short term response in Canada. .
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It is necessary to apply caution in using the U.S. experience to-estimate
the long run response in Canada because of the following reasons:

o

U.S. flammability legislations were implemented during a
period of rapid inflation, and covered all children's sleep-
wear garments. As a result it is difficult to know what
sleepwear prices would have existed if no regulations were
implemented. This limits the usefulness of the U.S. experi-
ence for projecting an expected price premium for less
flammable sleepwear.

There are no instances where only one segment of the sleep-
wear market experienced a sizable price increase. This
limits the usefulness of the U.S. experience for understand-
ing cross-price elasticities, or in other words, how
volumes would shift between ' diffexent segments of the
market if one segment increased in price relative to

others. Uneven price rises of the above sort would be -

expected under scope of coverage options 1 or 2«

Still the following observations can be made from available U.S. sleepwear
data for the years 1970 to 1984:

[

Prices

Children's sleepwear prices rose .in several sharp steps,
relative to other apparel prices, between 1370 and 1984.
These steps occurred in and around milestone years for
the implementation of new sleepwear flammability regu—

lationss

The total price increase (relative to apparel items) attribut- .
~able to new' flammability regulations in -the U.S. may bhe

as high as 40% for the years 1970 to 1979. This price

© -premium -appears to have persisted between 1379 and 1984.

However, the difficulties with interpreting the U.S. data,

pointed ‘out at the begmnmg of this section, must be -
- -borne in mind. . . .

Volumes . o

o

Per capita* sleepwear volumes appear to have changed
little between‘ 1970 and 1984, except for two brief

" upsurgés in volume. These surges actually occurred
‘when. sleepwear regulatxons were first introduced in the

1973 to 1975 period, and in 1978/79 when the use of TRIS

*

Per capita means per child in the 0 to 14 size range.




was eliminated. During both of these periods, the new
less flammable sleepwear was at a price premium compared
to the current sleepwear which was being- replaced.
Thus, it may be that consumers were hoarding. current
(cheaper) sleepwear before it became unavailable. It may

- also have been that publicity encouraged some consumers
to purchase the "next generation" of sleepwear, and
dispose of old sleepwear in each case.

Imports

o When new flammability regulations for children's sleepwear

woere introduced in the 1973 to 1975 period, imports to the-

" U.S. were effectively blocked. Imports of children's

- slaepwear have only begun to return to the U.S. within
the last two or three years.

o This low lsvel of import competition may account for at
least some of the apparent price premium which has .
persisted over the years since new ﬁammabx.hty regula<
tions were implemented.

BENEFITS
Status Quo Burn Distribution

There is no definitive empirical data on the current number of sleepwear
burns which ocour in Canada annually. Previous studies by Dr. Stanwick

can only be takén as lower bound estimates for the years in which they.
were conducted: As more definitive -data are not available, we use Dr.’
Stanwick's judgemental estimate of 40 sleepwear burns per year as our base -
case for analysis. His estimate of the distribution of these burns with-
respect to severity categories is presented in Exhibit IF-7, overleaf, as -

the status quo casse.

Impacts On Burn Severity And Incidence

The basic design impacts of the various regulatory alternatives are . .. .
changes in the incidence and particularly the severity of children's burns. ..
due to children's slespwear. These impacts were estimated using an’itera-
* tive' survey technique known as Qualitative Controlled Fesdback (QCF),

with a panel of textile,  medical and other professionals. The panel

. members collctively have considerabls expertise in the arxeas of textile: .

flammability, and burn treatment. A list of the panel members and their
credentials is provided in Attachment 2 to Appendix E. However, it

should be stressed that the results of the QCF are only the -collective .
informed opinions of our panel members. There is no definitive clinical or.

experimental data with which to -assess the impact of the regulatory
proposals on tbe incidence and severity of children's slaepwear burns.
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IMPACTS 'OF REGULATORY OPTIONS ON BURNS*

EXHIBIT II-7

BASE CASE ESTIMATES OF

(For a Typical Year Based On Current Estimates of Burn Incidence)

Extent of Burn (% of Body Area)

Burn Severity <15 C15% - 60% >60% Total
i # # # - #
3rd Degree** - ) 4
- Status Quo 4 12 5 21
Under Option 1- 7 8 2 15
Under Option 2 8 4 1 13
Under Option 3 8 4 1 13
2nd Degree** i
Status Quo 8 8 0 16
Under Option 1 9 5 0 14
Under Option 2 10 5 0 15
Under QO ption 3 10 4 0 1
Non-Incident .
tatus Quo NA*** NA NA 0 -
Under Option 1 NA NA - NA 9
Under Option 2 NA NA NA 1
Under Option 3 NA NA NA 12
Fatal .
Status Quo NA NA NA 3
Under Option 1 NA NA NA 2
Under Option 2 ~NA NA NA 1
Under Option 3 NA NA NA 1
* The numbers are arithmetic mean estimates of burns per year in
each category. Results total 40 under each option.
> 3rd degres and 2nd degree correspond to the acceptad medual

. interpretation of thesé burn seventy categories.

hadd . NA means not applicable.

Source: Results of QCF Survey (see A‘pp‘endix E)
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Appendix - E presents a detailed discussion of the results of the QCF
survey which was conducted, and presents a list of the panel memberxrs and
their credentials. These results are summarized in Exhibit IF7. It is
apparent that all style coverage options serve to reduce burn fatalities and
burn severity. All options have the same directional impacts on each cate-
gory of burns. Most. notably, the fllowing impacts occur undeéer each
coverage option: '

o Fatalities decrease sxgmfxcantly under each of the three
. options.

o 3rd degree burns covering greater than 15% of the body
. are expected to significantly decrease under each option,
but 3rd degree burns covering a small body portion.
increase.

o A major reduction occurs for 2nd degree burns covering .
15% to 60% of ths body, but 2nd degree burns coveiing a
small part of the body increase slightly under each of the
options. i

Although each option has the same directional impact on burns, Options 2.

and 3 diminish in their incremental impacts. In fact, the inclusion of polo
pajamas and sleepers in Option 2 seems to increase the impacts by very
little ovexr Option 2.

Impacts on Health Care Costs -

Changes in the incidence and severity of children's burns can be expected
to lsad to impacts on health. care costs. Within the cost-effectiveness
framework, there is some discretion as to whether health care costs should
be treatad separately or should be incorporated within the achievement of
the physical objective, i.e., reductions in incidence and severity of
burns. In this 'analyS).S, the reduction in health care costs has been dealt

_ with as a reduction in social costs.

We have had some difficulty developing reasonable estimates of the impact
of the regulatory options on health care costs. The difficulty is in know-

ing the actual health care costs currently incurred in treating burns of.
varying severity. Still, estimates of the health care costs for burns in

each category were developed using available data’ and expert opinions.
These estimates are provided in Appendix D.

Using Dr. Stanwick's estimate of the current number and distribution’ of

burns, total costs. for the treatment of children's sleepwear burns .

currently may total $2 million annually.

Exhibit II-7 provides average burn incidence figures estimated from the

QCF .survey for each category of burns under each regulatory option.

Applying these weights to costs per burn for each burn category. we have:
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EXHIBIT 11-8

BASE CASE ESTIMATES OF
'NET COSTS OF REGULATIONS

" Source: Information drawn from Exhibits II-1, 11~-3, II-8, and I1-7

(1984 §)
Covefage Coverége Coverage
Option 1 Option 2 Option 3
($ million) {$ million) {$ million)
Long Run Costs {annual)
(For a Typical Year)
Consumer Surplus Loss * 12.8 2.3 5.9
Administrative Costs 05 05 .05
12,85 21.35 . .95
Less:
Health Care Cost Savings. 0.9 1.1 1.2
Net Cost 11.95 20.25 58.75
. Coverage Coverage Coverage -
" Option 1 Option 2 Opton 3
Implemented - Implemented Implemented
in Marxch in Sept. in March
Short Run Costs (lump sum) 1987 1987 1988
(Over 3 Selling Seasons) ($ millions) ($ millions) ($ milkons)
Foregorie Profits . -
~and Losses to Industry - 7.4 79 -

22.3
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estimated the annual reduction in health care costs -associated with each
regulatory option. As a sensitivity analysis, we have also caloulated
health care cost savings using upper and lower 95% confidence intervals
for mean burn impacts. . Estimated health care cost savings under each
regulatory option are summarized below: -

. . Using Upper 95% Using Mean Using Lower 95%
Style Confidence Limits . Estimates "Confidence Limits
Coverage ($ million) {$ million) {$ milkion)
Option 1 0.6 - . 0.9 1.3
Option 3 : 0.9 . 1.2 L7

As there was a considerable range of opinion on burn impacts, this range .
and 95% confidence intervals for mean estimates are presented in Appendnr
E.

Overall Net Costs

Net costs for each regulatory option have beon calculated for both the long
run and the short run. In calculating long-run net costs for each option,
health care cost savings have been netted from administrative costs and
consumer surplus losses. Short-run adjustment costs have been. calculated

‘using. combinations of selected garment coverage and timing options. The

results of these calculations. are presented in Exhibit II-8, opposite. As
was discussed, short-run costs are of a lump-sum nature while long-run
costs are a future stream of annual costs..

Viith .refersnce to Exhibit II-8, it is apparent.that long-run net costs far '
outweight short-run costs in that they are larger in the span of one ysar
alone, and recur annually. It should also be noted that administrative-
costs are msxgmﬁcant in comparison to health care cost savmgs or consu-
mer surplus losses.

In comparing the net long-run cost of each option, it can be seen that
Option 2 would' cost almost twice as much as Option 1. However, Option 3°
would cost more than three times as much as Option 2. Stated :another
way, it would cost almost as much to increase coverage to include tailored

and bhaby doll pajamas, as it would to first cover gowns and robes alone -
under new regulations. It would then .cost three times as much to- also =
- include polo pajamas and sleepers under the new regulations. Thus, it.is '_ s

‘clear. that incremental costs of implementing Options 1 and 2 are about the
same, but the incremental cost of implementing Option 3 is consxderably_

higher.
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Number 1 2‘
* Cost Ratio (Smill/life) 12. 10
.Reduction in Total Burn Incidence
Number SN . 9 1
Cost Ratio ($mill/burn).- .-~ 1.3 - 1.8

' EXHIBIT II-9

: BASE CASE ESTIMATES OF
COST PERFORMANCE OF REGULATORY OPTIONS
T (For A Typical Year, in 1984 $)

~ Coverage " Coverage

Coverage
Option 1 Option 2 Option 3
- {$ millions) ($ millions)  ($ million)
NET COST , ‘ A A '
" (annual) ) » . 12 . 0

BURN IMPACTS
(annual)

Reduction in Fatalities

Source: Combines the results of Exhibit II~7 and Exhibit II-8

I




Distribution and Measurement of Costs and Benefits

The benefits of the new regulations are reductions in the severity and

" incidence of burns to children from sleepwear. Benefits accrue directly to

children through reducing painful, disfiguring and sometimes fatal burms,
and indirectly to parents through avoidance of emotional upset and work
absenteeism, and to government in avoiding some burn treatment costs.

The long torm costs of the regulations accrue directly to children because
of fabric changes and assumed quality changss, and indirectly if parents
switch _ to cheaper, but less preferred styles. Long term costs accrue

" directly to parents in the form of increased sleepwear prices. Indirectly

parents also bear the "quality" cost of fabric changes due to concexn about
their children's comfort and wedl being.

The major element of cost (consumer surplus loss) has been calculated from
our understandmg of the purchase behaviour and preferences of parents..

However, it is assumed that for the most part parents reflect the desires
and preferences of children in their purchase patterns and thus all consu-
mer losses have been captured by considering parontal preferences.

COST-EFFECTIVENESS MEASURES
Impacts Vexrsus Costs

Exhibit 1I-9, opposite, presents cost-impact ratios for each regulatory
option. Presented in this mannexr, the options can be compared on an
average cost-pex-impact basis. It should be noted that while each succes-
sive coverage option improves impacts on burns, there aré diminishing
returns to the inclusion of more garments under the regulation.

As an example of the abbve, under coverage option 1, each single annual
reduction in burn incidence would "cost"S an average of about $1.3 million.

This compares with an average cost of about $1.8 million under option 2 .

and about $4.9 million under option 3. However, option 1 achieves a total

- reduction of 9 burns per year versus reductions of 11 and 12 burns for
“options 2 and 3, respectively.

When analyzed on an incremental basis, the diminishing effects of each

option become more clear. Option 2 eliminates 1 more fatal and 1 more

non-fatal burn than option 1, at an incremental cost of $8 million. Option
3 fails to improve the impact on fatalities achieved by option 2, but does
eliminate 1 more non-fatal burn per year than optmn 2. However, this
occurs at an incremental cost of $39 million.

5. Cost is defined as opportunity cost and does not mean money outlay
(see Appendix F).
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With respect to the effects of committing more resources to the information
campaign to accompany new regulations, it was concluded (in Appendix D)
that the campaign would have its greatest impacts in the introductory

period. The allocation of additional resources to the information campaign -
" beyond the introductory period would have an uncertain effect on long run

impacts on burns. At any rate, compared to consumer surplus losses, the
effect on long run net cost of doubling or even tripling the campaign
budget would be almost insignificant. For these reasons, we have not

incorporated the impacts of additional campaign spending into our cost-
impact ratios. :

Conmparing the Ragulatory Options - : ot

The physical objectives of each option are different, as more garments are
covered by successive options with the objective of further reducing both
incidence and severity. Care must thus be taken when comparing options
strictly on the basis of average cost per prevented burn. Considering the
incremental costs of achieving added impacts provides a clear insight into
the cost-effectiveness of the regulatory options.

Though 'small in comparison to long-run cpnsumer surplus costs, short-run

costs and temporary disruptions to the slespwear industry and retailers
must be considered as well. :

Sensitivities in Overall Measures

The overall results are sensitive to assumptions which have been made and

the range of opinion regarding burn impacts. Under more negative -

agsumptions each regulatory- option becomes less cost-effective, but the

- order of magnitude reswlts are still about the same. That is to say that

the options still fall into the same rank order of cost-per-achieved impact,

and are still about the same relative "distance" apart on these measures. .

The incremental - cost-impact performance of Option 3 is still considerably
less than the incremental performance of either Option 1 or 2.




III - NON-ALLOCATIVE EFFECTS

The allocative effects of the regulatory proposals have bsen discussed in
Chapter 1I. This chapter addresses the potential non-allocative effects.
This discussion takes place in the context of background information pro-
vided in Appendix C (Industry Structure) and Appendix D (Impacts).
While we are quite confident of our understanding of qualitative or direc-
tional impacts, in some cases we are less certain about the size of these
impacts. In particular, the magnitude and duration of impacts on foreign
trade have been difficult to assess. Likewise, impacts on output and
employment have been assessed in the form of ifllustrative calculations.
based on particular assumptions. "All such assumptmns have been detailed
in the appropriate sections of Appendlx D.

Non-alloc.atwe effects are discussed in turn “below, under the followmg
topics: : :

~ Distribution of Income.

Market Structure and Competition.
Technological Progress.

Output and Employment.

Impacts on Foreign Trade.

-Macro Economic Impacts.

DISTRIBUTION OF INCOME

As a result of consumer substitution, some manufacturers who produce - .
affected garment styles may lose business to manufacturers whosé
strengths are in non-affected ‘styles. However, the major participants are-
likely to be relatively unaffected. In addition, there‘should bé no signifi~
cant change in the regional distribution of economic activity related to the
children's sleepwear industry. Impacts. will be concentrated in the
‘Montreal area where the bulk of manufacturexrs and their domestic-
suppliers are concentrated.

MARKBT STRUC’I‘URB AND CONPETITION

In the long run, the regulatory changes may reduce the number of domes-
tic manufacturers, as a number of the manufacturers for whom children's
. sleepwear is not particularly important may decide to exit from this "’
business. However, the major participants are likely to be relatively
unaffected, and the effectwe concentratmn of the industry will not be’
much dxfferent. :

The number of fabric manufacturers supplymg the sleepwear mdustry w:ll
probably not be affected by new ﬂammabxlxty regulatlons.




EXHIBIT III-1
IMPACTS ON DOMESTIC OUTPUT AND EMPLOYMENT

Jobs Lost
Net Change % of In ,
In Domestic : Domestic - Sleopwear
% of Unit Substitute Slaepwear Sleepwear § Fabric .
Garments Covered ) Volume Lost Spending Unit Volume Output Industries - .
{million) ' ' :

Option 1’ . . . ) . . _ S
L Nightgowns . . : B

R : Robes ) )
: Total Option 1 70%  Pajamas . : 0.5 4% 75

_ Option2 ) o -

Garments covered by
Option 1 . ’
" plus:
" Tailored Pajamas
Baby Dollar ] . : ]
Total Option 2 . 45% ‘Polo Pajamas 0.2 2% 40 °

Option 3

' - Garments covered by
"~ Option 2
plus: - .
Polo Pajamas -
S e o Slespers ' .
S ~ Total Option 3 i 23% . ,Active wear, ~3.0 ~23% 430
S ' o ' e underwear ' . B

SQﬁBCE. - PMP estimates based on I_ndust?y research (see Appendix D),




Imports of both fabric and slespwear gérments frum the developing.

countries' may be lower for the medium term. There may be -attendant
reductions in compstitive pressure for domestic manufacturers in this time
period. Appendix D provides greater detail or the potential effects of the
proposed regulations on imports.

~ TECHNOLOGICAL PROGRESS

The implementation of new flammability standards will not impact techno-
logical progress to any degree. Domestic fabric manufacturers will acquire
“the capability to produce a 100% polyester sleepwear fabric, but this will
probably not have any spin-off benefits outside the children's sleepwear
industry. As no changes will be made in the sleepwear manufacturing
process, no technalogical impacts will be felt here.

OUTPUT AND EMPLOYMENT

'The implementation of sleepwear flammability regulations can be expected
to have impacts on output and employment at all levels in the chain of
production. The impacts of the new regulations will be primarily confined
to the Montreal area where most sleepwear manufacturers and their
suppliors are located. The greatest impacts will occur in the sleepwear
" industry, as this is the most labour-intensive sector in the chain of
production, and is also the most directly affected. Sleepwear as an end
.use represents an increasingly smaller portion of sales for fabric'and yarn
manufacturers respectively. The output and potential employment impacts
of each scope of coverage option on the fabric and sleepwear sectors is
discussed in turn below. The impacts on the yarn industry are thought to
be neghglble and are not discussed further.

Exhibit 1II-1, opposite, summarizes the " potential output and employment
impacts under each regulatory option. The assumptions used in makmg
these lllustrative calculations are detaﬂed ia Appendix D.

Impacts of Option 1

Tﬁe implemontation of Option 1 may displace 70% of gown and robe unit ‘

sales due to the less appealing quality of substitute fabrics and retail price
increases. Assuming that the spending displaced from the robs and gown
segments would be diverted to other children's sleepwear purchases, the
net effects on domestic unit production and employment would be small.

Impacts of Option 2

The impiementation of Option 2 may displace 45% of sales of affected
garments (gowns, robes, tailored and baby dell pajamas) due to the less

appealing quality of “substitute fabrics and retail price increases. Again, .

substitution of non-affected garments might result in minor effects on
domesuc unit output and. employment.

5
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Impacts of Option 3

Option 3 would cover all slespwear garments. Within any price range,
percantage price increases would be about the same across all slaspwear

styles. - Thus, we might not expect to see any large shifts among ‘style
segments of the market. All slaspwear sales might be in the same propor-

-tions as before the legislation, but unit volumes would be rsduced in

response to higher prices.

Gnren the combined effects of increased prices and decreased fabric
quality, domestic volumes could drop by as much as 23% Thus, total

.employment in the sleepwear industry could also decline by 23%, in propor-

tion to the decrease in domestic unit volume. This could mean a loss of 370

jobs in the sleepwsear industry. The rippls effect on employment for °
supplying fabric mills might be about 60 lost jobs. This potent1a1 impacgt - -
on output and employment exceeds the apparent U.S. experience when new .
flammability standards wers-introduced there. However, a lowsr elasticity - -
value was used for sensitivity analysis and impacts on output calculated mi.'.
> this way come closer to the apparent U.S. experience.

v To the extent that displaced spending is used to purch‘ase other children's
clothing at similar prices and with import content similar to sleepwsar, -

output and smployment impacts on the children's clothing and fabric indus-

tries will be reduced. However, offsetting gains in other children's cloth-. -~
" ing items would not accrue to sleepwear manufacturers in many instances.

Seneiﬁvib.es in Employment Impacts

_Asis dlscussed in ‘greater detail in Appendxx D changes in the assumptlons
‘useéd-to calculate volume and substitution effects can produce considerably

different employment impacts. In particular, output and employment
impacts are sansitive to assumptions about:

o the nature of "substitute .spending"* ‘(dollar-per~dollar,
- or unit-per~unit) and the substitute spending items (sleep-
wear, other clothing, .or other items);

o the price elasticity of demand for sleepwear;

o . the effactive inctease in the price of affected sleepwear;.

o  the relative pr1ces and import content of substxtute ’
garments.

* This corresponds to an equwalent cross-pnce elasncxty of domand fof

substitute items. However, industry people speak more in terms of
percentage shifts in spending from one segment to another sagment,
rather than in terms of the cross-price elasticity. For darity and
consistency with what was learnsd from industry interviews, we have
used this approach to modelhng product shlfts in our analysxs.
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As an illustration of these sensitivities, in Exhibit II1-2, overleaf, we have
summavrized the employment and output impacts under different sets.of
assumptions. As can be seen from Exhibit II-2,-impacts on output and
employment are very sensitive to the assumptions used to calculate volume

and substitution effectss The impacts are perhaps most sensitive to -

assumptions which have been made about the nature of substitute spand-
ing.

As an example, suppose 50% of spending displaced from the purchase of
gowns and robes were used to purchase non-clothing gifts or other cloth-
ing items not produced by sleepwear manufacturers. This scenario corre-
sponds to the "50% of substitute spending outside sleepwear industry" case
in Exhibit 1I-2. Under Option 1, this scenario could result in 190 lost jobs
in the sleepwear industry and supplying fabric mills. This result is very
different from the potential loss of- 75 jobs under the assumption that all
substitute spending is for goods produced within the sleepwear industry.

Shoxrt Run Employment Effects

In the short run, there may be some additional net volume decreases.
These would persist for one or two seasons at most and would be unlikely
to have any significant employment effects. Transitional impacts on
volumes are discussed in greater detail in Appendix D. v

IMPACTS ON FOREIGN TRADE T . “

S

Assuming there is a domestic source of polyester in the long run, it seems

likely that the domestic share of sleepwear production would return to its.

status quo level. In the long run developing country imports might return
to near current trend levels, and imports of sleepwear from the U.S. might.

be. left somewhat higher. It also seems likely that in the short term there
_will be some above trend imports of affected sleepwear styles and sleép-

wear fabrics. Most of this may be sourced in the United States, as short

term sources can be readily found there. Appendix D provides a more
_detailed discussion of potential import effects.

MACRO ECONOMIC IMPACTS

Macro economic impacts are likely to be relatively insignificant. There will .

be an impact on measured inflation, -since it appears that polyester-based
products will be higher in price with no increase in perceived value to the.
consumer. However, this will not be discernable at aggregate levels. ;

.
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EXHIBIT III-2

SENSITIVITIES IN OUTPUT AND
EMPLOYMENT IMPAGCT CALCULATIONS

{For a Typical Year Based on 1384 Volumes)

- e =

outside- slespwear industry.

* Job losses in slespwear industry and fabric mills. -

pending is all

Coverage Coverage Coverage
Option 1 Option 2 Option 3-
% N T
Change in Change in Change in
- : Domestic Job* Domestic Job* Domestic Job*
Parameter Value Unit Output Losses  Output Losses Qutput Losses
Substitute
Spending )
Qutside 100% "~ -18% =340 -=17% =320 -23%
Sleepwear 50% ~10% -190 - -9% -170 -13%
Industry 0% -4% ~75 - =2% -40 -4%
Price Elasticity 2.0 -4% =75 ~-4% =75 -90%
of Demand - 0.2 =0.4% -5 -0.4% =5 -9%
Effective Price 65% ~ -4% ..-75 -3% -55 -33%
. Increase o
(nominal plus’
fabric quality )
effect) o 10% 0.6% =10 =-0.4% -5 =-5%
Domestic ~ ~ 100%  +4% +75 4% +75 -23%
Content of . ' .
Substitute .
Garments
{within
slaepwear : .
-industry) C0% - -18% =340 -17% =320 -23%
Bass Case C . _ A
Estimates : -4 =75 -2% -40 23%
from Exhibit 1II-1 . : .
- Note: Base Gase Assumptions (as ncced in Appendix D) ]
‘ Option 1: Substitute price $10, import content 30%, substitute sbeﬁdiﬂg_
L . 100% within sleepwear industry, elasticity = 1.5
Option 2: As above except elasticity = 1.0. .
Option 3: ° As above except elasticity = 0.5., and substitute s
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. following implementation timing options:

IV - SUMMARY AND CONCLUSIONS

v

BACKGROUND AND METHODOLOGY

It is estimated that =bout 40 chxldren suffer burns each year due to the
igniton of sleepwear garments. Of these children, perhaps three will die
each year. In order to reduce this risk to children, the Product Safety
Branch of Consumer and Corporate Affairs has proposed new regulations
which would require children's sleepwear garments, size 0 to 14x, to pass
a more stringent flammability test. The flammability test is similar to that . X
used in the United States for children's sleepwear. o

' This study was conducted to assess the potential impacts on consumers and

industry of various regulatory nptions, and to facilitate oons:.deratmn ‘of
the options by senior management and the Minister.

Owing to. difficulties with assigning val_ues to disfigurement, suffering or
death, cost-effectiveness was chosen as the methodology with which to
assess the regulations under study. Long run costs and benefits have not
been discounted as we have no rationale for forecasting any significant
variance. in costs or benefits. Discounting would scals the annual flows by
the same factors for each option. For simplicity costs and benefits are “
‘discussed as annual flows "for a typical year in equilibrium", assuming’
these are the same for each year.

ALTERNATIVES CONSIDERED

In this study, ' a number of different regulatory alternatives were . .
considered as alternative means of reducing the risk of slespwear burns to* -
children in Canada. The regulatory options which were considered each -
required sleepwear garments to meet the same flammability standards, but
differed along two basic dimensions. The two basic dimensions of the .
regulatory options were the range of styles to come under regulation, and
the implementation date for new regulations. The different scope of style -
coverage options considered were as follows: :

o  Coverage option 1: Covers nightgowns and robes sizes 0
to 14x. .
o Coverage optmn 2 Covers the above plus tailored and

baby doll pajamas sizes 0 to 14x, except those for children
sizes . 0 to 7kg.

° Coverage option 3:  Covers all children's sleepwéar
garments 0 to 14x except those for children 0 to 7kg.

The above style coverage options were considered in conjunchon ‘with the.
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EXHIBIT IV-1

SOCIAL COSTS OF REGULATORY OPTIONS
(Based on 1984 Volumes and in 1984 Dollars)

. - Style Coverage . - ' -
Long Run Net Costs Option 1 Opton 2 Option 3 . "ﬁ?ﬁ’ . ‘
(annual) : ($ millions)  ($ millions)  ($ millions) il
o, |
High Estimate: : 14 B a —
Base Case Estimate: 12 20 59 .
Low Estimate: - 7 12 3
- b el
Coverage Coverage Coverage - : mﬁf« '
Option 1 Option 2 Option 3 - WETRTE
- N Implemented Implemented Implemented . ) g
. Short Run Costs . in March 1987" in Sept. 1987 in March 1888 == ‘%”
{lump sum) {$ millions) {($ millions) - ($ millions}) p T

Foregone Profits - o S .
" and Losses o 7 : Y SRR 22
~to Industry : i




o Timing option 1: Implementation. date March 1987.
o Timing option 2: Implementation date September 1987.
0. Timing option 3: Implementation date March 19§8.

An infccmation campaign will-accompany the introduction of new regulations
to inform parents and children of sleepwear flammability hazards. The
impact of allocating different levels of resources to an accompanying infor-
mation campaign was also considered as a separate option.

ALLOCATIVE BFFECTS )

SRy o COIR TN

Under each style coverage option, the pnca of affected sleepwear garments
would be expected to rise in the short term, due largely to. the use of
substitute materials and shortages of low cost imports. In the longer runm,
prices may subsequently fall somewhat, although remaining higher in real
terms than sleepwear prices today. The estimated social costs of the new
regulation stem largely from the expected slsepwear price increases.

A summary of the expected social costs for selected garment coverage and
‘timing options is presented in Exhibit IV-1, opposite. . Long run social
costs are a function of the range of garment styEas covered by the regula-
tions, and these costs would accrue primarily to consumers. Short run-
costs would accrue to industry under each option due to foregone profits
and losses on inventories. These costs are a function of both the range of
styles covered and the chosen implementation date. While long run costs
are recurring annual costs, short run costs are of a lump sum nature.

High and low estimates of long run social costs have been provided for

- each coverage option under different sets of assumptions. These high and .
low estimates are drawn from analysis in Chapter. II of this report. . The
) relative costs of the style coverage options are about the same under .

different assumptions. .

Base  case estimates of benefits and-cost-impact ratios for each ragulatory
" option are preSented in Exhibit IV-2, overleafi. The ratios combine the

base case estimates of both social costs and benefits to allow a. comparison
of the cost performance of the regulatory options. .

An information campaign will accompany the introduction of new regula-
tions, to inform parents and children. of sleepwear flanmability hazards.
This campaign should serve to educate parents and children to the danger .
of sleepwear flammability and how to react to sleepwear ignition. It is
expected that this will encourage early adoption of lgss flammable sleep--
wear, and should aid in reducing sleepwear burn incidence and severity..
However, it is uncertain how strong the impact of this campaign would be
or what additional impacts could be expected from allocating greater
resources ‘to this. For this. reason, the potential effects of the mformatmn )
campa.lgn have been omitted from our estimation of burn unpacts. :




"~ EXHIBIT IV-2

:BASE CASE ESTIMATES OF BENEFITS AND
- COST PERFORMANCE OF REGULATORY OPTIONS*
{for a typical year, 1934 §)

Coverage ‘Coverage Coverage:
"Option 1 Option 2 Option 3
($ millions) ($ millions) ($ millions) .
“ NBT COST - 12 20 ER
(annual)
BURN IMPACTS
(annual)
Reduction in Fatalities
Numbsr ’ - 1 2 : 2
‘Cost Ratio ($mill/life) - 12 10 - 29:5
Reduction in Total Burn Incidence ,
Number 9 1 ' 12
Cost Ratio ($mill/burn) . 13

* combines base case estimates of benefits and social costs.

1.8 49




T IV-3
NON-ALLOCATIVE EFFECTS

In addition to increased costs, each regulatory alternative has the
potential to produce non-allocatwo effects. These are summarized in

* Exhibit 1V-3, overleaf.

Generally, non-allocative effects are zelatively minor under coverage
options 1 or 2, but somewhat greater under the third option. In particu-
lar, it is expected that coverage option 1 or 2 might result in relatively

small reductions in domestic output, and perhaps fewer than 80 lost jobs.

However, coverage option 3 may result in greater losses in output and as
many as 430 lost jobs in total. - Similarly, increased import penetration is
relatively unlikely under coverage options 1 and 2, but is somewhat more
likely under Option 3. These effects would be primarily confined to the
children's sleepwear and toxtile industries, and would be concentrated in
the Montreal area.

The net impacts of each regulatory alternative on the market structure and
competition in the children's sleepwear industry would be small. However,
there might be some redistribution of incomes among firms in the children's

- slsepwear and clothing industries, with this effect again greatest under

the third coverage optmn. .

Macro~economic impacts and impacts on technology would be negligible

"under each regulatory alternative.

rlnremn it L
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-BXHIBIT 'IV-3

_ SUMMARY OF
NON-ALLOCATIVE IMPACTS
' OF REGULATORY OPTIONS

'

" Under Coverage

option 1 or option 2

Under Coverage
option 3

Distribution of

- Income:

Market Structure and
Competition:
{Sleepwear Industry)

Tachnological
Progress:

Some minor redis-
tribution among
firms in slespwear
industry

slightly fewer
firms producing
affected gar-
ments. Major
players not
affected

Decreased short-
term competition
due to shortages
of low cost.
imports

.Slight'ly increased
competition from

. U.S. slespwear

manufacturers

" Domestic firms

will acquire

ability to produce
less flammable -
sleepwear - no
other impacts

(-]

o

=]

Potential for
gubstantial redis-
" tribution to
children's clothing
manufacturers
outside sleepwear
industry

As for Option 1
and 2

Competition from
foreign sources
somewhat greater
than under
Options 1 or 2 but -
still reduced for

short term. o

Slightly greater
U.S. competition
than for Options 1-
and 2

As for Options. 1
and-2




EXHIBIT IV-3 (Cont'd)

Under Covsrage
option 1 or option 2

Under Coverage
* option 3

Qutput and
Employment:
(Sleepwear and
fabric industry)

Impacts on Foreign
Trade:

Macro Economic
Impacts:

Crat o

o Impacts confined
to Montreal area

_0 .Less than 5%

reduction in unit
output of domesti~
cally produced
sleepwear
garments -

0 Fewer than 80
jobs lost in slsep=
wear and fabric
industries
combined -

0 Reduced low cost
(Far East)
imports for short-
term

o Slightly increased
level of imports
from U.S.

o Potential for
sleepwear sxports
to U.S.

Negligible

As for Options 1
and 2

As much as 23%
reduction in
domestically
produced sleep-
wear garments

As many as 430
jobs lost in
sleepwear and
fabric industries
combined :

As for Options 1 and
2 . -

Slightly greater
level of imports
than under
Options 1 or 2

As for Options 1
and 2

Negligible

o
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1. ;Purt 11 of
thereto, {mmediately after item thereof, the following item:

N

WORKING DOCUMENT ONLY
PRODUCT SAFETY ERANCH -

Schedule '~ porUMENT PS TRAVARN SEULEMEN
. mrEe TR O DOAMNMIITS .

the schedule to the Hazardous Products Act is amended by adding

1

-« Children's nightgowns, nightshirts, dressing gowns, bathrobes,

] ahousecoata, robes, pyjamas gnd baby~doll pyjemas other than:
" a) those" designed for hospital ‘use,
‘b)' those Aesigned for 1nfahcs up to 7 kg,
‘c) poIogpyjamas“and .

‘ d) sleepers,.

. _.in sizes up to and including l4X.




RECULATIONS RESPECTING THE ADVERTISING,
SALE AND IMPORTATION OF CHILDREN'S NIGHTGOWNS, .
NIGHTSHIRTS, DRESSING COWNS, BATHROBES, HOUSECOATS AND ROBES,
PYJAMAS, TAILORED AND BABY=DOLL CUMENT ONLY
o : VIBHRING 9% ETY BRANCH
PRODUCT ‘SAF .

A st (Eib et e 55 el

' : EULEMENT,
short Title IMENT DE TRAVAIL S _
23§hme DES PRODUITS
1. These Regulations may be cited as the Hazardous Products (Children's
Sleepwear) Regulations. .

S b o

Interpretation

2. 1In these Regulations,

"Product” means a product set out in Item of Part II of zhe schedule to
the Hazardous Products Act. (produit)

*2-GP~115M" means the Standard for Detergent, laundry, Powder, Built
published by the Canadian General Standards Eoard, January 1979.

“"Can2=4.2-M77 Method 58, December 1984" means the National Standard of
Canada, Colour Fastness and Dimensional Change in Domestic Laundering of
Textiles published by the Canadian Generul Standards Board.

“Can2-4.2-M77 Method 35.3, May 1980", means the Natfonal Standard of Canada,
Procedure for the Removal of Flzome-Retardant Treatments from Textile .
Products published by the Canadian General Standards Board. :

"FF5-74" means the United States Flammable Fabrics Act Regulations entitled
Standard for the Flammability of Children's Sleepwear: Sizes 7 through 14,
FF 5-74 established by the Consumer Product Safety Commission. (FF 5-74)

“Flame Resistance" means the property of a material whereby flaming. B . .
combustion is slowed, terminated or prevented. (r&sistance d la flamme) -~ - '~

"Flame Retardant™ means a substance used to impart flame resistance to a
material. (ignifugeant) .

“Char Length" means the maximum extent of the damaged length of a specimen
under the test conditions specified in these regulations. (longueur

carbonisée) ) . . )

““OECD" means the Organization for Economic Cooperation and Development.

General

3. For the purposes. of subsection 3(2) of the Hazardous Products Act a product
may be advertised, sold or imported into Canada if {t meets the
requicements of these Repulations.

a2
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4.

5.

1.

=2 - PHODUCT SAFETY BRANGH

i POCUMENT. 0T Trava: 5 :

Labelling Requirements QRCUAITE DES P“n“'|Tn'EULEMENT
Every product treated with a flame retardant shall have a label which is
permanently affixed to the product and which displays ia a clear and legible
manner the words "Flame Retardant” and precautionary instructions, including.
procedures for cleaning to protect the product from agents or treatments
which are known to cause deterioration of its flame resistance.

Performance Requirements

Every product, when prepared in accordance with the procedures set out in
Section 1 and 2 of the Schedule and tested using the apparatus aand
procadures described in subsections 1616.5 (a) and (b). and 1616.5 (c) (l) -
(3) of FF 5~74 shall not have .

a) an average char length of five>apecimenc exceeding 178 mm; and

b) more than ~ne individual specimen with a char length equal to full
|pec1men length (254 mm).

Every product, treated with a flame retardant, shall be such that the flame
retardant (or any breakdown or extracted product) shall not cause dermal
irrvitation or dermal sensitization or shall not be genotoxic, chronically
toxic, or shall not cause benign or malignant tumours when tested in
accordance with Section 3.of the schedule.

.

Schedule

Laundering and Cleaning Procedures

(1) Products not treated with flame retardants.

(a) Products shall be subjected to one washing cycle using the washing
procedure described in subsection (3) (a) with the exception thatr ..
the requirements for wash water hardness and bleaching shall be
omitted followed by one drying cycle in accordance with the drying
procedure in subsection (3) (b).

(b) Products which are labelled "d:y~c1ean'on1y" shell be dry cleaeed;
once in accordaance with the procedure in subsection (3) (e).

(2) Products treated with flame'retardants

(a) Produc:e, except those exempted by subsections (2) (b) and (2) (c)
~of the schedule shall be subjected to twenty successive washing
cycles in accordance with subsection (3) (a) followed by one

. drying cycle using the procedure in subsectfon (3) (b).

(b) Products which are labelled with fnstructions "do not .bleach”
. shall be subjected to twenty successive washing cycles in accor-
dance with the procedure Ln subsection (3). (a) except that )
bleaching will be omitted followed by oue drylng cycle according to . = -

the procedure Ln subsection (3) (b). /3

SRS - T aefusiss
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Teans i,U '-{J"Ut 1~NT \)NLY <A_§ :f .
l -3 PRODUCT SAFET( C-\AI\CH §
! i » . . _ . . ¢ B
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. . ie Ay, = :
: : SEAURITE DES "”‘“ﬁ"ss ULEMENT !
(c) Products which sare labelled dry clean only" shall be dry cleaned ¥
five tiwmes in accordance with the procedure in subgection (3) (c).- H
(3)  (a) Washing procedure 'E .
. . b
The apparatus and procedure described in sections 4.1 and 6 of %'
CAN2-4.2-M77 Method 53 December 1984, shall be used with the H
following modifications: 3
Wash water temperature: 60°C. % = :
Wash water havrdness : less than 50 ppm calcium carbonate : P
Agication i wmoderate ("Normal" setting on automatic R R
washing rachine) S
Synthetic detorgent : any detergent complying with 2-GP-115M
Bleaching :+ commercial sodium hypochlorite which
’ -produces 0.015Z available chlorine in

the wash liquor

(b) Drying procedure

'

The apparatus and procedures described in Sections 4.2 and 7.5
(procedure E. Tumble Dry) in CAN2-4.2-M77 Method 58 December 1984 . o N
shall be used. ) - ' .»;f‘

(e¢) Dry cleaniag procedure

The dry cleaning-procedure specified in CAN2-4.2-M77 Method 30.3
May 1980 shall ba used with the exception of subsections 3.2 and
5 to 5.7,

Specimen Preparation and Testing

2. (1) Prepare the sample in accordance with the appropriate procedures in )
Section 1. : S nA

(2) Cut four specinens, 89 mm x 254 om from the sample such that two
specimens are cut in the lengthwise direction and two are cut in the’
crosswise direction of the product. Specimens from products made from
multilayer fabrics ahall {nclude all layers of the fabrics held in the
relative position they occupy. Ensure that specimen directions are. _
properly identified on the specimens. o .

(3) Test the four specimens in accordance with the procedure specified in
Item 5 of these regulations.

(4) Determine the average char lemgths for the two specimens in the
" lengthwise divectlion and for the two Specimens in the crosswise

direction.

(5) CuE a Sth specimen such that 1:§ long direction is in the~directioﬁ of
the longest char lemygth as determined in subsection 2 (4). Test the -
specimen ln accordance with the procedure specified in Item 5.

A
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6) Report'the char length and the divection of test for each of the flve

W

()

3

(4)

specimens as well as the average char length for the five specimens

tested. i . -
: . .

" Toxicological Hazards

-

To assess dermal ivcritation the flame retavdant will be tested
according to OECD Test Guideline No. 404 "Acute Dermal
Irritation/Corrosion™,

To assess dermal sensitization the flame vetardant will be tested
&ccording to OECD Test Guideline No. 406 "Skin Sensitization"..

To assess genotoxicity the flame retardant will be tested by a battery
of short term mutagenicity tests with end-points equivalent to

-OECD Test Guidelines No. 471-478.

To assess chronlc toxicity and tumorigenicity the flame retardant will
be tested by the dermal route {n an animal assay according to OECD Test
Guideline No. 453, "Combined Chronic Toxicity/Carcinogenicity Studies".

2040586
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) APPENDIX B
LIST OF THOSE INTERVIEWED

Slespwear Manufacturers
Quebec

Barbret Apparel, Montreal

Beco Industries, Montreal

Beauty Industries, Hamilton

Bright Sleepwear Inc., Montreal
Coccinelle, St. Antoine de Tilly
Dormelle Lingerie Ltd., Montreal
Hallmark Knits, Montreal

Harley Inc., Montreal

Heitner, Montreal

Hi-Lyn Iné., Montreal

Lutfy Ltd., Montreal .

Miller, Jack Inc., Montreal

Michel Exclusif Ltee., Montreal
Milton Selections, Montreal

Philip La Cie Ltd., Montreal

Pretty Baby, Montreal

St. Lawrence Textiles Ltd., St. Jerome
Sleepyhead Sleepwear Inc., Montreal

Ontario -
Beauty Industries, Hamilton
Davis, L. Textiles, Toronto
Tiny Tots Knitting Mills, Inc., Brampton
Western Canada
I.D. Fashions Limited, Winnipeg
Terry No-Fold Products Ltd., Edmonton
Jen and Jon Fashions,; Winnipeg
Sleepwear Importers

Monark Export/Import Ltd., Montr eal
Transcontinental Sales, Montreal
A. Ostroff Inc., Montreal




Retailers

Sears, Toronto

Eatons, Toronto

The Bay, Toronto
Woolco, Montreal
Woolworths, Toronto
Woodwards, Vancouver
Bi-way, Toronto
K-Mart, Brampton
Kid's Port, Toronto .
Young Canada, Toronto

A A i et bbb b L v i e Pt

Primary Textile Mills

" Agmont Inc., Montreal
Dominion Textiles, Montreal
Huntingdon Mills, Huntingdon, Quebsc
Leedye Textiles, Lachine, Quebec
Manoir Knitting, Montreal
Tricots Canada/U.S., St. Hyacinthe, Quebec
Dionne Spinning, Montreal
Consoltex, Montreal :
Celanese, Mantreal
Dupont, Kingston
Guilford Mills, U.S.
Burlington Mills, N.Y.

-

Plastic Surgeons and Medwal Professmnals

Dr. Richard- Stanwxck Canadian Paedxatric Socxety , : ' L
Dr. Ron Zuker, Toronto Hospital for Sick Children, Toronto ' o
- Dr. Charles Snelling, Vancouver General Hospital, Vancouver

Dr. Andrew Robertson, Health Sciences Centre, Winnipeg :
_Dr. Robin Walker, The Moncton Hospital, Moncton

Dr. Wilson, Isaak Walter Killam Hospital, Moncton

‘Dr. John D. Crawford, Shriners Burn Institute, Boston

Cheryl Leeder, Victoria Hospital, London, Ontario -

Sara Bolieu, Shriners Burn Institute, Galveston -

Robert Innes, Alberta Children's Hospital, Edmonton :

Maura Beam, Dr. Charles A. Janeway Child Health Centre, St John's

Industry and Other Experts

Margorie Wall, University of Guelph ..
Dr. Anne Wilcox, University of Guelph .
Rachel Dardis, University of Maryland
Fred Shippee, AAMA, Arlington

Jim Chaxman CPSC, Washington

Mike Day, NRC, Ottawa

Louis Bates, Bates Sleepwear U.S.
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Industry and Other Experts (Continued)

Cotton Council International, Memphis

Pran Manga, University of Ottawa

Jim Robertson, Canadian Textiles Institute,

Henk Boushowers, Children's Appurel Manufacturers Association
R. F. Mersaereau, Canadian Importers Association

Meal Fruitman, Retailers Council of Canada

Mr. Campbel, Ontario Research Foundation

Government Agehm'as

Ontario Ministry of Health

Hospital Medical Records Institute

Department of External Affairs Canada

Revenue Canada {Tariffs and Customs)

U.S. Department of Commerce

Statistics Canada - ) : _
Department of Regional and Industrial Expansion
Consumer and Corporate Affairs Canada
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Ex_hibit C-1 o
Flow of Production in the Children's
Sleepwear Industry

Agriculture ' Chemicals

—
Fibre Production

Natural Man-Made
Fibre “1 -
. Imports
Yarn Production
Yarn |
imports 3
Fabric Production
Weaving Knitting
Fabric i
Imports -
Dyeing and Finishing
N|
-
' Sleepwear Manufacturers
Sleepwear
Imports -.

Domestlc Distribution

Department IAndependent -
Stores Retailers -
+
— Consumers
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APPENDIX C

INDUSTRY STRUCTURE

OVERVIEW

The following description of mdustry structure is a synthesis of what was
learned from interviews and available sources of secondary data. .

The chain' of production and distribution in the children's sleepwear
industry can be broken into three main components:

0 Primary textile manufacturers who produce yarn and
fabric. . .
o Children's sleepwear/clothing manufacturers who manufac-

ture finished garments.
o Retailers who sall sleepwear to the consumers.

In addition to these three r_n'ai-r{i'g'ro{xps. -there are several large importer/

wholesalers who impoit fabric and f{inished garments. Exhibit C-1,-

opposite, is an illustration of the flow of production and distribution in the
children's sleepwear industry. Industry structures, profit margins and
planning cydles differ for each industry group. Each group is discussed
in turn along thess dimensions balow. ’

RBTAILERS AND CURRENT SLEEPWEAR DEMAND PATTERNS
Mix of Retail Channels

Children's sleepwear in Canada is sold to the consumer through a mix of
large department stores, mass merchandisers, and independent retailers

.and small chains.. Retailers within each group tend to specialize in price

points for the sleepwear garments they sell.  With a few exceptions, -the
large department stores, such as Sears and the Bay, specialize in mid-to

" low-priced sleepwear apparel, while mass merchandizers such as Bi-way
. stores, tend to carry more low priced merchandxse.

The price points of merchandise carried by the various independents are

somewhat higher than for mass merchandisers and department stores.
These operations include boutique retailers- whose merchandise is more
upscale, and mid-market stores whose pnces are in between those of
boutiques and department stores. o

On .a unit basis, - perhaps 70% of children's sleepwear is sold through~
department stores and mass merchandisers, and the remaining 30% is sold.
through independents. Correspondingly, ‘the bulk of the children's sleép-

wear business is concentrated in low~ to mid-priced garments.

et




BXHIBIT C-2

THB CANADIAN MARKET FOR CHILDRBN'S SLBRPWXAB (1984)
, (Sizes 0 to 14x)

.. . ; . : _ P S N
: / a - . N EE YN D B mEm »

TOTAL GARMENTS
SOURCE:

T 12,892

Estimated from 'I‘oxulo and Clothing Boud Stati.stics and expert Op:.m.on.

- os121,622

. _ Total$  Total $ - Total $
o 1984 1984 ' " Retail Retail Retail
- Style 000's 000's Avg. Price Avg. Price  Unit Value of Value of Value of
Propoztxon arments arments por garment per garment Import Domestic Imported Cdn.
Jomestic mported Domestic Imported Content Prod. Prod. Market
000's $000's . $000's
Gn'l's Sleepweax' 2-6X 2,277 253 $9 $7 0.1'0‘ $ 20,4% $1,71 $ 22,266
« Nightgowns - 0.95 . : . T 21,153
. Slespers S 005 —_— 1,113
Girl's Pa}amas 2-6X c 1,301 558 $10 $8 0.30 $13,014 . $4,962 $ 17,476
« .Polo Pjs - 0.48 h . ' 8,338
. TaJ.lored Pjs 0.48 8,358
. Baby Doll Pjs 0.04 _ _ 699
*. Girl's Nightgowns 7-14X 37 20 $10 $6 0.05 - § 3,870 $ 163 $ 4,033
Gn’l‘s Pajamas 7-14X ‘ 348 18 $12 - $10 0.25 $ 4,173 $ 1,18 $ 5,232
.« "Polg Pjs 0.48 - : : : ' . 2,560
_» Tailored Pjs . 0.48 2,560
-« Baby Doll Pjs 0.04 , o _ . - 213
Boys Pajamas 2-6X . 3,087 1,315 $9 " $7 0.30 | $27,607  $9,202 36,809
. -Polo Pjs : 0.85 : . i . ' 31,288
« Tailored Pjs 0.10 3,68
» Sleepers 0.05 ’ 1,840
Boys Pajamas 7-14X 630 770 s11 $9 . 030 | $ 8% $243 § 9,37
3 olo Pajamas 0.75 : . . a L S 7,018
« Tailored 0.25 2,33
Girls and Boys. Robes 2-14X 867 . 45 s $18 - 005  $17,43% © $ 70 $18,150
- Boys and Girls Slespwear 0-1 4,015 . - " 1,721 $7 $5 0,30 $ 28,105 - § 8,604 $ 36,708
~ » Jleepers . 0.95 : ' . : : - 34,873
+ Newborn ‘gowns 0.05 - © 1,835

$8,510

$150,132
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Prices, Volumes and Size Ranges

At retail prices, the entire Canadian market for children's sleepwear may be
worth $150 million annually. The domestic portion of retail sales may total
close to $120 million, and imports account for the remaining $30 million.
Exhibit C-2, opposite, provides an estimated breakdown of domestic and
import sales in gQN by size and style of sleepwear. It should be noted
that CAMA* submitted a brief to CCAC which estimated retail sales to be
considerably higher. This brief is included in the bibliography. .

The bulge in the mid- to low-priced segment of the children's slecepwear
market is consistent with the generxal price sensitivity of all children's
appard. Consumers are reluctant to spend heavily on clothing which will
soon -have to be replaced as a child outgrows it. Children's sleepwear is
particularly price sensitive, as it is seen as a relatively utilitarian item.

Children in the 0 to 1 and 2 to 6X size ranges corraspond to infants and .-
toddlers respectively. The rapid growth of children in these size and age
ranges, coupled with the need for frequent changes of sleepwear, result in
a very high volume of sales in this end of the sleepwear market. Sleep-
wear in the 0 to 1 size range i3 predominantly composed of sleepers, and
these are generally seen as commodity items. " Price sensitivity is perhaps
greatest in this size range. Price pressure, along with smallex unit -

material requirements, result in unit prices in sizes 0 to 6X, which are ..

below those for garments in the 7 to 14 size range. Retail margins for
department stores are perhaps 30% to 35% for infant sleepors** and
increase with size to as much as 40% or 50% for size 6X garments.

As children age and grow into the 7 to 14 size range, fewer sleepwear
changes are needed. Children in this age range also become more likely to
wear underwear or other sleepwear substitutes to bed. As children pro-
vide more input into the buying decision, styling becomes more important. '
Increased styling and larger sizes naturally have attendant effects on
costs and retail prices. Al these factors combine to result in lower
volumes, greater fashion content and higher price points in sleepwear
garments sized 7 to 14. Retail margins in the 7 to 14 size range vary from
40% to 50% for department stores. .

Styles and Fabrics
Clearly. the strongesf fabric preference among consumers today is for-.

cotton and cotton blends. Consequently, the bulk of children's sleepwear
today is made from cotton and polyester/cotton biends. Acrylic blends are

. * Children's Apparel Manufacturers Association

** j,e., ' the retailers' cost of the sleepwear items is 65%-70% of their
selling prices. . .




GARMENT WORN NOST OFTEN TO BED
{among all children)

xxnm"r c-3 °

) MALE FEMALE
Size Range Viol 410 BA 710 14K
. (includes 0-7 kg.) (inclucus 0-7 kg.)
- Approximate ' Less than 1 year to 5 years to Less than 1 yoir to 5 years to
RE " Age Range - - 2 years 8 years 16 yoars 2 years 8 years 18 years
Sleepers 854 0% o oy 0% 0 ’
" Blanket Sleepers 0% 5% 1 T o 0% 5% 0%
L e 4 - Polo Pajamas ' 10% 80% 60% ' 0% 9% uy
. . .- Tailored Pajamas - 0% 10% 2% C0% 9% 4%
Baby .Doll Pajamas - N/A N/A N/A ) 0% - 2% 2%
Nightgowns . . .N/A  N/A - N/A 0% - 50% 40%
Newborn gowns o 5% - N/A N/A . -8 N/A N/A
'Non-sleepwear Garments ' 0% 5% 20% oo L S 5% 3%
(underwear, etc.) - : S
" Robes (worn in 0% 10% o " 0% ' 0% . 308

-addition)

‘Source: Expert Opinion
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" also commonly used in children's sleepwear. There are currently few 100% .
polyester or nylon fabrics used in children's sleepwear. The experience of
several retailers who have imported 100% polyester sleepwear from the
United States is that it sells very poorly in Canada.

Styling in -children's sleepwear tends to be largely a function of size and

age. Exhibit C-3, opposite, provides an approximate breakdown of the.

styles of garment primarily worn by children of each sex and within each

size range. It can be seen that sleepers constitute the vast majority of

garments worn by infants, and that polo pajamas, in particular, grow in’
popularity as children grow into the larger size ranges.

The fashion component of children's sleepwear is very important in sizes 7
to 14 and, as a rule, garment variety and fashion content increase with
size and agé. Retail buyers seek from season to season to find new and
unique designs and are reluctant to buy the same thing as last year, other
than in infant sizes. The demand for new design and prints is generally.
met by the sleepwear manufacturers. - A variety of fabric finishes, such as
velour or terry dloth, constructions (knit or woven), and prints are used
to provide considerable vanety in the appearance and feel of finished
sleepwear garments. . :

Seasonality

In addition to age, season is a large determinant of styling and fabric
choice in slespwear garments. There are two selling seasons for children's
sleepwear: Fall/Winter and Spring/Summer. In general, heavier fabrics
such as flannelettes are used more often in the Fall and lighter fabrics
tend to be used in the Spring. Robes sell primarily in the pre~Christmas
period as gift items and baby doll pajamas appear only in the Spring.

The Fall selling season combined with Christmas accounts for roughly two
thirds of the retail volume of children's sleepwear. The Fall selling season
genera]ly begms in August with the traditional back-to=-school sale. This
© sale. is used largely to dlear carry-over merchandise from the previous:
". Fall. New Fall-merchandise begins selling in earnest from September
through December. Spring sales historically are less important and
account for the other one-third of annual sales. .Spring selling generally
runs from April to the end of May. - - :

OFERATING CHARACTERISTICS OF REIAILERS .
Planning and Ordering \

There are two selling seasons for children's slespwear in Canada. and two
_retail buying seasons which correspond to these: Fall/Winter and Spring/
Summer. Planning and sourcing of garments for retail stores occurs one
. season- (6 months) ahead for garments sourced domestically and about 12
months ahead for garments which are purchased overseas. The purchas-
ing cycle for the Fall sedson begins in mid-February, when retailers look
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LR ’ S e ~ EXHIBIT C-4 ,
SRS . %7 CHILDREN'S SLEEPWEAR
N S FALL / WINTER TIMETABLE

ACTIVITIES . 10CT. 1VAN.  IAPR. 1ML 10CT. IUAN.  IAPR. WL I0CT. IJAN.

| (

'FABRIC SAMPLES AVAILABLE’
FABRIC ORDERS PLACED

5.+ | FABRIC PRODUCTION

DESIGN AND STYLING

. CATALOGUE ORDERS PLACED |

GARMENT SAMPLES AVAILABLé

RETAIL ORDERS PLACED

" £ | CATALOGUE ORDER PRODUCTION

RETAIL ORDER PRODUCTION -

LEGEND:
. HISH LEVEL OF GCTIVITV
RETAK SELLING-FALL . . [:] LOW LEVEL OF ACTIVITY

. . RN ¥
I ooy
H ' "

‘DELIVERIES TO RETAILERS

st
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at the sample garments prepared by domestic manufacturers. Retail orders
are placed soon afterwards, and most orders have been .placed with
domestic manufacturers by the end of April. Some re-ordering may occur
when shortages are anticipated. Exhibit G-4, opposite, shows retail order
lead timies and selhng seasons in, relatmn to the lead times of
manufacturers. .

In the case of imported garments, sourcing occurs 12 months ahead of the
season of sale. In many cases, orders will be placed in the Fall only, but
for hoth Spring and Fall merchandise. As sleepwear imports tend %o be
basxc 1tems. the danger of fashion obsolescence is not great. -

The Sears catalogue operation, which accounts for a substantial proportion

of children's sleepwear sales, must also source its domestic purchases one.,

yoar ahead of time owing to the logistics of this surt of operatxon.

Sallmg and Inventory Palicies

='Qrders are generally made to cover the basic demand of an entire season,.

and anticipated shortages are reacted to by re-ordering from domestic
manufacturers on a rolling basis. As so much of the buying power in the
children's sleepwear market is controlled by relatively few buyers, there is

some skew in the balance of power towards large rstailers. This has the -

offect that orders may come relatively late, and that unsold inventories at
season's end may occasionally be forced back on manufacturers. Extra
inventories of slespwear are, however, generally carried over into the
following year, and sold in clearance sales such as the traditional "back-
to-school" sales. Inventory carryovers of large retailers are typically no
larger than 10% for each season. Carryovers among smaller retailers may

be somewhat larger on a percentage basis, and this group may  be more -

inclined to return merchand:se to manufacturers.
Botaﬂ Margins

Retailers in Canada operate on approximately & 50% margin for children's

‘. sleespwear items. That is to say that their. wholesale prices.are doubled.
before sale to the consumer. These margins are reduced during clearance.

sales. Margins are somewhat lower for department stores and' mass
merchandisers than for independents and. chains. Margins of 40% to 50%
may be more common for department stores while margins of 50% or more
may be representative for the independents. As has been discussed,

margins are slso lower in the infant size ranges as these garments are less .

style-intensive and almost commodity items.
SLEEPWEAR NANUFACTURERS

Domestic Manufacturers

There are perhaps 40 or 50 children's slé'apweve;r manufacturers in Canada, .

and these are heavily concentrated in the Montreal area. These manufac-

o Vet i sty e kbt ook ¢
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" turers. vary widely in the absolute volume of sl'eepwear produced, in the
. relative importance of sleepwear to the entire business, and in the type

and size ranges of garment produced. There are perhaps three manufac-

" turers of sleepwear in Canada who together account for 40% of all domestic-

ally produced sleepwear in sizes 0 to 14X. Of these firms, one specializes
in children's sleepwear garments, one produces sleepwear for women and

~children, and one produces a full line of children's clothing. Within the
balance of the industry, perhaps three others produce only children's
- sleepwear, while another five produce only slespwear but for both children

and women. . The remaining domestic manufacturers produce other

- children's apparel as well as sleepwear, and in many cases, sleepwear is a - .
«. relatively small part of the overall business.

Planning and the Production Process

Exhibit C-4 illustrates manufactu.fing planning and lead times vis-a-vis
retailer milestones for a typical Fall sdling season.

Typically, in the sleepwear business, samplas of Fall merchandise must be
available to .show buyers from mid-February through March. As a result,
sample fabric procurement and design must begin in late Fall of the
previous year. Thus, in order to meet deadlines, sample -fabric fzom
domestic suppliers must be available 12 months prior to the season in which
the finished garment will be sold. Production orders for this fabric are
‘placod at the end of the retail buying period (March) @nd generally take
six to eight weeks for delivery from domestic mills. These order lead times

" are longer by a penod of about six months for fabric which is sourced

0V6I'S&So

‘Production lead times vary somewhat among firms in the sleepwear business.
Larger firms who deal heavily with the large department stores typically

have shorter lead times to production than'smaller manu.facturers. ~These .

" - firms must begin production: and have inventories in advance of recewmg_
" firm orders from the larger retailers in order to meet demand when orders
-are placed. Smaller firms typically round out the line of sleepwear offered

by a major retailer and these ﬁrms tend to produce only after -firm orders
have been taken. . . .

- After orders have been taken, the actual process of production proceeds

ralatively quickly. Assuming fabric is available and there are no other

- production bottlenecks, large department store orders can be turned cut in
- .several weeks, and smaller orders can be turned out in a week or less. As
" mentioned, the larger manufacturers produce earlier as production bottle~
--necks may be more likely for them.

- >Fixed Costs and Flexibility of Producnon

R

- There are few factors of - productxon in cthren‘s sleepwear manufacture
-which are dedicated to the production of sleepwear, or any particular type

of slespwear. Equxpment and labour can quxckly be turned to the produc-
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tion of any of a number of garments. Only fabrics are limited in some
degree in their range of end uses. The major determining steps in chang-
ing production are fabric sourcing and design which have their associated
lead times. However, there are marketing variables, such as relationships
with departmental buyers at dopartment stores and sleepwear branding,
which cannot as readily be transferred to the marketing of non-sleepwear
garments. These can be viewed as partially fixed and ongoing costs.

Labour

 Labour in the garment industry is generally employed and paid on a piece-
work basis. While it is to the advantage of manufacturers to maintain and
keep a fixed workforce busy, risk is reduced in that layoffs are ‘possible
without severance costs. Though quality may not be as high as if in-
house production were used, the problems.-of an idle, or expanding and
contracting workforce are reduced whén contractors are used.

Fabric Ordering and Inventories

Fabrics for sleepwear manufacture are available from foreign and domestic .
sources. Lead times to delivery for fabric orders from domestic .
manufacturers are from six to eight weeks. Production ordering usually .
occurs during and just after the retail buying- periods. However, sample -
fabrics must be available to manufacturers six months ahead of each retail
buying period, for design work. This, in effect, means that sample .
fabrics must be available to manufacturers 12 months ahead of the season of ¢
sale of finished garments. S

Inventories are generally kept low in sleepwear manufacture to minimize
carrying costs. Inventories are kept particularly low in printed fabrics, as
retailers demand different designs from season to season. Basic cloths, o¥"
gray goads, may be kept in somewhat larger amounts as these are subject to
less fashion obsolescence. Generally, however, orders will be placed for
the anticipated demand of only one season. Slow inventory turnovers and
‘carryovers may occur because of:

o minimum fabric order sizes, whxch can be large relative to
fabric use, particularly for smaller manufacturer.

o erroxs in estimating seasonal requirements.

Clearly, manufacturers have little control over either of these sources of
mventory carryover.

!ndu:try Costs and Profit Margins ) ‘-

The cost structure within the sleepwear manufacturing business is relatively
uniform across firms of all sizes. Exhibit C-5, overleaf, provides a typical .
‘breakdown of the costs of a finished sleepwear garment. Most manufac- -
‘turers work on a cost-plus basis in arriving at their selhng prxces. and -
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Exhibit C-5

* Manufacturers’ Selling Price

Breakdown for Children's
Sleepwear

35% Wages

. Supplies,
. 45% Materials

20X Margin
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the bulk of costs in the manufacturers' pricé of a garment are variable..
The wages component and the supplies and materials component are direct
garment costs. Wages account for approximately 45% of direct garment
- costs, fabric costs account for 50% to 60%, and trim accounts for about 5%.
‘As ‘indicated, gross margins of approximately 20% are used to cover over-
heads and oontribute-to profit. .

‘There are few sxgmﬁmnt economjes of scale to be achieved in sleepwear
production, but some dxfferentml advantages arise from the following:

o . Minimum order sizes of fabric mean firms with larger sleep~
wear sales can achiove higher inventory turnover, and
reduce carrying costs on a unit basis.

o - Firms producing women's sleepwear garments using the
same fabrics can also achieve higher inventory turnover
‘by serving women's and children's garment production
from the same inventory. .

o Higher volume producers can spread the  fixed costs of

: selling over a larger unit base, and can achieve some
labour efficiency advantages with longer production runs.

o Larger firms are more likely to gam access to limited
fabric supplies than smaller firms.

[ Larger firms may -be..seen by retailers as beirg more
reliable in their delivery of finished garments.

o . Branding may establish obnsumer preferences and result
in higher volumes, but is not likaly to allow premium
pxicing. ’

o - Limited automation is possible with.automatic marking and‘
grading equipment. This equipment automatically
produces cutting patterns to speed this process and to

© allow optlmal use of fabric bolts.

1t should be noted that most of the above advantages accrue to the large
sleepwear manufacturers. Nonetheless, there are few economies of scale in
the industry, and the cost structures of most manufacturers appear to be
relatively sxmilar. o

'There are . perhaps three mporters/wholesalers who account for most

" . imports’ of chﬂdren‘s sleepwear garments.. Sleepwear importers work on -

lead times ‘of from 12 to 138 months, often ordering for two seasons in
- advance. ~Typically, cash commitments are made soon after orders are
- “placed and thus - financial risk xs inherent "in the import business.




' 1984 I“PORTS OF SLEEPWEAR, BATHROBES, DRESSING GOWNS
. . © (all ti:es)

_ EXHIBIT C-6

1984 Imports

Restraint Level*

(000's of garments)

Main Exporting Countries:

. Developing Countries:

Peoples Republic of China
Taiwan

Hong Kong

Korea (south) ’

Developed Countries:

United States

. Italy
" Total Imports

(a}l sources)

- Net Domestic Shipments

* Tariffs of 22% to 25% of value also apply to all sleepwear nnports
regardless of source country. ‘

2,472

2,289
274
95

220
78

29,924

" Source: Textile-and Clothing Board Statistics

2,370
2,340

299 -
227

N/A
N/A

. N/A

N/A
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Importer/ wholesalers deal with both large and small retailers. However,
large department stores may have their own offshore sources of slespwear
and may impert finished goods directly. Some sleepwear manufacturers are

" also involved in some limited importing of finished garments which are not

competitive with their own. The import share of the children's sleepwear
business may be in the order of 25% to 30% on a unit basis for pajamas, less
for other garments. Most import goods are basic, low cost items and are
sourced in developing countries such as China and Korea.

A regime of quantitative constraints currently sets limits on the number of
garments which may enter GCanada from most developing countries. The
quota arrangements have provisions for annual growth and flexibility
(swing, carry-over, carry-forward) which allow fluctuation around a base
figure. In recent years, imports have grown at the rate of 3% to 5% annu-

ally. Exhibit C-6, opposite, provides a breakdown of the main import

" countries, their 1984 imports and restraint levels. It appears.that most of
the developing countries were at their quota limits in 1984 and this

situation is not thought to be materially different for 1985. Thus any’

short term increase in the demand for imported sleepwear garments is
likely to be met by the U. S., rather than the developing countries. .How-
ever, the current bi-lateral agreements governing textiles expire in 1986,
and it remains to be seon what the next generation of such agreements will

bring.

In addition to quantitative restraints, a systom of tariffs is also in place
which applies surcharges of about 22% to 26% on fabric and sleepwear
imports. This and the current strength of the U.S. do]lar act as the main
impediments to imports from the U.S.

PRIMARY TKXTILB INDUSTRY

Mix of Primary Textile Operations Serving Sleepwear Industry

The primary textile industry serves the needs of the sleepwear industry in

producing yarns and finished fabrics. There are essentially two processes
by which fabrics are produced for the apparel industries: knitting and
weaving.  Both knitting and weaving operations use yarns as input and
" produce fabrics, but the former use knitting machines and-the latter use
looms. The different production processes result in cloths whicéh arxe
noticeably different in construction, and which are qften used more in
some garment styles more than others. For instance, polo pajamas are
generally made from knit fabrics, while tailored pajamas are made from
woven fabrics. .

While there are many primary textile Aplants in operation, ‘there dre only a
fow operations which provide the bulk of domestic knit and woven fabric to
sleepwear manufacturers. There are more  knit than woven fabric

producers. serving the sleepwear industry, bui these "knitters" are also-

served by the few large yarn mills: Thus, there is a high concentration of
primary textile producers supplying the sleepwear industry, particularly
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EXHIBIT -7

1984 IMPORTS OF COTTON AND POLYESTER FABRICS

Cotton Fabrics

Polyester Fabrics

1984

Imports

Share of
Imports

(000% of kilograms)

1984 Share of

- Imports Imports °
- 7 (000's of kilograms) -

Main Exporting Countries:
Devaloping Countries:

Peoples Republic of China 7,570

Hong Kong ' 5,732
Korea (South) 1,871
Taiwan . 1,748

All developing countries 25,893

Davaloped Countries:

United States 10,294
- Japan 1,250

Al developed countries 1(_5.117

Total Imports . 39,644
- (all sources)

.+ Net Domestic Shipments 131,472

65%

33%

* not released for reasons of confidentiality -

‘Source:. Textile and Cloihing Board Statistics’ .

" 3,362

141 -
550
54

.1,025

1,861
6,182
7,228

unkhown*




. . i ‘5“%“' Imports of Fabric

) ‘.- B ing or printing a design on the cloth. It seems that much dyeing equip-

S NS Vot o

in yarns and woven t'abrics.' This can restrict the variety of fabrics
produced and affect the service that small sleepwear ~manufacturers’
receive. . -

Ysrn and Fabric Preduction

There are definite economies of scale in weaving; in general, weaving
operations- require long production runs. There is pearhaps one large
weaving operation in Canada which serves the sleepwear industry (Dominion
Textile). Knitting operations involve a‘smaller setup per production run
and thus there are fewer esconomies of scale in this kind of operation. As a
‘result, there are more "knitters" serving the sleepwear mdustry than
"weavers'. .

The distinction between sleepwear manufacturers and the primary textile
industry blurs as some sleepwear manufacturers are vertically integrated.

The integrated operations are knit apparel producers, who produce their

own fabric from yarn, and then produce . finished sleepwear garments.

However, this type of operation is the exception rather than the rule in the
sleepwear industry.

Beyond the knitting or weaving stage, fabrics must also be finished and
dyed. Dying and finishing may be done in-house by the fabric producer or
by one of the finishing and dying houses which serves the textile industry.
Finishing is the process by which the fabrics are textured and given other °
qualities such as wrinkle resistance, whilo dyeing is the process of colour-

eyt ment today is geared to printing cotton or poly/cotton fabrics, .and that
| R the capacity for printing on 100% polyesters is' more limited and expensive. .

Imports of cotton and poly/cotton fabric account for about 65% of the market

for these fabrics in Canada. ' Within the children's sleepwear industry in e
particular, imports may command an even higher share as quality is less a
concern for children's sleepwear than for adult clothing and other end
uses. Imports of fabrics or "piece goods" used by the sleepwear industry

are perhaps largest for flannel (cotton), and China in particular produces
much of the flannel 1mported by the: sleepwear industry. Flannel is used
extensively in tailored. pa]amas and mghtgowns in the fall season.

Fabric imports from devaIOpmg countnes "are’ subject to quantitative
restraints, and tariffs of from 22% to 25% apply to all imports regardless of

the country. of source. Exhibit C-7, osne. provides a breakdown-of .
the main exporting countries of vano abrics and their 1384 import.
levels.

The developing countries (China, Hong Kong. Korea ‘and Taiwan) expon o
large amounts of cotton and poly/cotton fabric, but the U.S. is orders of
magmtude stronger in expons of synthenc (polyester and nylon) fabrus- '
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to Canada. It appears that “until recent years polyester production

- capacity had been limited in the developing countries. As new pclyester

plants have come "on-line" in the Far East, polyester imports have begun to
rise rapidly. Despite these recent trends, any appreciable short term-
increase in the demand for imported polyester fabric would probably be
met by the U.S. rather than the developing countries. Domestic manufac-
turers can "tag" onto the fabric production runs of U.S. sleepwear manu-
facturers. Relatively small orders and short lead times can be accommo-
dated in this manner, but domestic manufacturers run the risk of delays or

_not being able to find desired prints. Thus, "tagging" on U.S. produc-

tion runs can only be used as a short term means of sourcing fabric.

Imports of Yarn and Fibre

Inputs to the prbduction of cloth are yarns, which are generally produced
by a small number of large domestic producers and foreign sources. Yarns

are, in turn, made from either synthetic or natural fibres. In the case of 3

cotton, which is heavily used in children's sleepwear, about 60% of yarn is
imported while the remaining 40% is produced domestically. The fibre
inputs to domestic yarn -production are, however, necessarily imported

from the U.S. and other countries where cotton is grown.

In the case of nylon and polyester yarns, the situation is'_“reversec_l as -
perhaps 40% of yarns are imported while 60% of these yarns are domestically

. produced. Also, the domestic fibre producers use domestically produced

raw materials (petro~chemicals). Polyester fibre is produced in large-
amounts for various uses, primarily by Celanese in Canada. Dupant is the
largest domestic producer of nylon. ’

While cotton and polyester/cotton yarns are imported primarily from the
developing countries, 100% nylon and polyester yarn imports are far more
likely to come from the United States and other developed countries.
Synthetic yarn production is a process in which the developing countries
have no significant resource or labour cost advantages.
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APPENDIX D

- IMPACTS

‘. OVERVIEW

As a backdrOp to the estimation of the allocative and non-allocative effects
- of the regulatoxry proposals, in this appendix we develop a model of the
likely impacts of the regulatory options, in terms of:

o - key hnkages between sectors; .
o expected direction of nnpacts. ) . .
o quantitative results.

This appendix draws heavily on information contained in Appendix C and
on further information from interviews .and secondary data sources. In

addition to interviews -and seoondary sources of information, we have

made some assumptions regarding price elasticities, the shape of demand:
curves, and possible substitution effects. While we believe our qualitative

model of impacts to be a fairly reliable description of likely responses to

new legislation, our quantitative estimates are based largely on assump-—

-tions concerning key parameters. As a result, our quantitative results are-
really only illustrative calculations. These are meant to show order of

magnitude differences between the impacts of the regulations under study.

These impact estimates should not be taken as rehable foreczsts, but used

only for comparatwe purposes.

The model in Exhibit D-1, oEEomte. summarizes the nature of the impacts
to be expected from the whole range of regulatory proposals under study.
In other vords, the different regulatory options under study may have
different quantitative impacts, but the general structure and nature of the
impacts are.all likely to be as outlined in Exhibit D-1. :

OVERVIEW OF THE IMPACT PROGCESS

Exhibit D- 1 graphically illustratés the followmg channels by which the
_impacts are generated:

o . The proposed regulatory changes. by restnctmg choice, -
lead to the elimination of certain fabrics in certain styles
of children‘s s.eepwear. .

o In addition, the regulatory- proposal leads to increased -
" information and -presumably awareness by consumers with
respect to aspects of sleepwear flammability, which influ-
‘ence consumer behaviour directly. . -

o Consumers substitute for the eliminated fabric/style combxn- .
. ntmns by either purchasmg non-affected - styles, or by.




shifting to affected styles using non-affected fabrics. It
is generally accepted in the industry that substitutions
twoard non-affected styles will be primarily in order to
"retain those fabrics ‘eliminated in the affected styles.
There may not bo complete substitution in quantity and/or
value terms, so that the shift in consumer behaviour may
have quantity unpacts on children's sleepwear purchases
as a whole. :

() The result of the change in children's sleepwear purchases
will be reduced incidence and severity of burns. It is
generally accepted in the industry that there will be some

~ avoidance of the intent of. the regulation, by substituting
similar but non-sleepwear products which closely parallel
the affected styles and are manufactured with the affected
fabrics. We have not attempted to illustrate this pheno-
menon in Exhibit D-1, but it will presumably. reduce the
effectiveness of the regulatory proposal.

o The reduced incidence and severity of sleepwear burns
will reduce associated burn treatment costs.

o The change in burchaéi}ig behaviour of consumers will
* have an impact on retailers in terms of the mix and volume
of products which they sell.

o This mix and volume impact will be quickly passed back to

- manufacturers of children's sleepwear. Canadian manufac-
turers will need to shift production, and there may be
some change in the mix. of imported versus domestic
sourcing. °

o A similar. process will take place at "the level of fabric

"~ suppliers, so that domestic fabric suppliers will be affected

both by any change in the domestic/import manufacturing

mix, and also. by revised sourcing by domestic manufac-
turers of their fabric requirements.

o The shifts outlined in the above three steps will create
other impacts, such as employment effects.

o The adjustments made by retaﬂers, manufacturers. and
fabric suppliers will result in cost and therefore price -
changes which will flow back to mﬂuence consumer .
behaviour. .

The potential impacts on nnports and sleepwear prices are dlscussed in -
*more detail below. .




POTENTIAL IMPORT SUBSTXTUTION

When flame retardency regulatlons were first introduced in the Umtad
States in 1873 to 1975, imports of sleepwear were effectively blocked to a
large extent. At the time, the developing countries were unable to
produce a suitable less flammable substitute fabric. Today the necessary
technology is well known, even in the developing countries, and imports of
polyester sleepwear for children are on the rise in the United. States.

- Although imports have not regained the level of penetration they had prior

to the introduction of regulations, there appear to be no technical or
.capacity constraints to prevent -this. -As technology  and production
capacity in the developing countries are no longer the impediments they
were, imports of polyester sleepwear could enter Canada to the hm1t of
quantitative rsstraints.

Quantitative restraints are currently in place for imports of sleepwear from
most of the major exporting developing countries. However, import
restraints can in effect be transcended through transhipment or direct
investment in unrestrained countries. Of course, this situation is faced
by sleepwear mani‘acturers regardless of whether cotton or polyester is .
used in sleepwear manufacture. . . :

Therefore, the issue for the purposes of this study is whether éxporting
countries have any sustainable advantages in producing polyester fabric or
sleepwear which they do not already have in. cotton fabric or sleepwear
production. In other words, will new regulations result in more than the
trend level of sleepwear or fabric imports that currently exists? . )
The substitution of polyester for cotton in children's sleepwear may result -
in a greater than trend penetration of imported polyester sleepwear and
fabrics in the near term. However, this would be due to a shortage of
domestically produced polyester, rather than greater cost advantages of .
imported. polyester garments or fabrics. Therefore, labour cost advan-
tages in the production of fimished sleepwear garments would continue to
provide the differential cost advantage for imports over domestically
produced sleepwear. These labour. cost advantages would not be any
greater for polyester garments than for cotton garments.

Imports from U.S.

Imports of sleepWear from the U.S. could increase .somewhat since flame
retardent sleepwear is already produced there. Longer production runs
provide some cost advantages in the U.S. However, tariffs of 22% to 25%
-and the recent strength of the U.S. ' dollar tend to weaken these advan-
tages. The likelihood of U.S. imports is also reduced to the extent that a
. less than total garment coverage is implemented. If Canadian regulations
govern only certain styles of sleepwear (Option 1 or 2), some substitution
. to cotton sleepwear garments in non-affected styles will occur. This would
further limit the potential for U.S. sleepwear imports. Thus, increased . °
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~imports of t'abnc and sleepwear are likely to be greatest in the short term,
if domestlc industry cannot or will not produce to meet demand.

- Imports From Developing Countries

~. In light of the limited import penstration ‘currently seen in the U.S., it is

. possible that the Canadian slespwear industry may experience a period of

" . fewer sleepwear and fabric imports from developing ccantries. - This may

' occur until low cost manufacturers of polyester fabric and sleepwear can

be found in the developing countries. There may also be some reluctance

to import from the developing countries because of ‘product hablhty
COnGerns.

‘Overall Impact

Sleepwear and fabric imports may rise abdve trend for the first season or
two after the implementation of new regulations, but imports in this period
may come mainly from the United States. - The level of imports may then -
fall off considerably as domestic sleepwear manufacturers begin production
of polyester sleepwear using domestically produced fabrice A below trend
lovel of imports may continue for several seasons until new sources of
polyester fabrics and garments are found in the developing countries.
These imports may then begin: to displace domestic production and ship-
ments from the U.S.

FABRIC SUBSTITUTION. AND SLEEPWEAR‘PRICE INCREASES

- . BEach proposed option would 'requ1re that a range of sleapwear garments 0 to
- 14X (exempting 0 to 7 kg. in Options’ 2 and 3) meet new flammability
" standards. Sleepwear and fabric manufacturers have indicated that this
will effectwely mean that cotton, cottcn blends and acrylics will 'no longer..
be used in the sleepwear garments affected. . Chemical treatment-of fabtics = -
-has been ruled out (by both sleepwear manufacturers and - pnmary textile -
.mills) due to technical problems which became apparent when sleepwear
", flammability legislations were introduced in the United-States. Virtually all
sleepwear garments covered by the legislation will be made from 100% poly-
. ester, or 100% nylon. It appears from early indications in this country and .
from the experience of the U.S. that the fabric of choxce will be 100% poly-
ester rather than nylon in most cases.

VPabric Cost Increasos

. VWhen slespwear flammability regulations were first introduced in the United

- States, retail sleepwear prices.rose by up to 40% over a period of several’
..~ years. These price increases were due largely to startup costs assocmted;,;

~with deveIOpmg the ‘new fabrics and garments. - Since this time, .there is

- some evidence to suggest that the real cost of less flammable fabrics has

" fallen in the U.S. However, the price premium for less flammable.
sleepwear appears to have persisted despite decreases in fabric costs. ‘
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The effort in developing the new fabric consists mainly of trying various
. combinations of ‘methods for dyeing, finishing and constructing - the
fabrics. The U.S. experience in developing flame retardent polyester

should obviate much of this research for Canadian manufacturets. as the .

technology is now well known and readily transferrable.

Early indications from Canadian textile mills and sleepwear manufacturers
are that substitute fabrics would cost from 25% to 50% over existing sleep-
wear fabrics. The greatest percentage cost increases would be for low
cost fabrics such as acetate/nylon which are used in some low cost slaep-'
wear items. Exhibit D-2, overleaf, provides a list of commonly used sleep-
wear fabrics, their potential less flammabls substitutes and ranges ‘of per—
centage cost increases associated with the use of substitutes.

In particular, a 100% brushed nylon which might replace the acetate/nylon
currently in use in some robes and gowns, would cost in the neighbour-
hood of 40% more. Cost increases of 25% are anticipated for a 100% poly-
ester which would replace - cotton flannellettes and cotton blend woven
fabrics. = These types of fabrics are used heavily in tailored pajamas,
gowns and robes. Similar cost increases would be expected for circular
knit fabrics which are used in polo pajamas. An overall weighted price
increase of 35% is assumed in our analysxs for the fabrics which will replace
current sleepwear fabncs.

It should be noted- that these estimates of cost increases are the opinions
of industry people. There is a fair degree of uncertainty in these esti-
mates for the following reasons:

o These estimates reflect implicit assumptions about which
' particular fabric will replace which in sleepwear garments.

o . Many of the particular constructions of replacement
fabrics are new to the sleepwear market and fabric manufac-
turers are uncertain what final production costs will be or
how the fabrics will be priced. This pricing uncertainty -
is largely tied to uncertainty about how great the final
demand for these fabrics will be.

0. It is not known to what extent imports will fill the demand -
for the new fabrics.

.Competxtwe pressures may reduce domestic fabnc costs-in the long run to
the extent that. :

‘@ imports of polyester yarn and/or fabric increase; :
o more domestxc firms. produce - polyester fabrics and yarns.

,The above two occurences .and their' attendent effects on reducxng the "
price- of polyester may be enhanced in the long term if the range of -
garments to be c¢ivered by any legxslatmn is extended. ' The greater the -




EXHIBIT D-2

FABRICS COMMONLY USED IN CHILDREN'S - . DA
SLERPWEAR AND POTENTIAL - _ R
REPLACEMENT FABRICS

SN
e . Potential % Price -JO
S : Current Fabrics Potential Increase in Fabric = - oo
Slespwear Commonly Used In Replacement Component of . xa@z
Garment Sleepwear Garment Fabric Sleepwear Cost
Nightgowns . acetate/nylon knit « 100% polyester 25% to 50%
. « brushed nylon knit knits and wovens .
« circular knit :
. poly/cotton
. woven 100% cotton
- flanndlette

. acetate knit
« poly/cotton fleece

Robes «+ poly/cotton terry + 100% polyester 25% to 50%
blanket jersey knits
. acetate/nylon . 100% brushed nylon
. acrylic blankst knits

« quilted acetates
s quilted cotton
« cotton flanellette

Tailored . woven 100% cotton . 100% polyester

Pajamas . flannellette wovens
) « woven poly/cotton
Polo Pajamas « circular knit 100% « 100% polyester
cotton ’ ' circular knits

« circular knit poly/

.~ cotton )
Sleepers « acrylic blanket . 100% polysester -

: « cotton terry knit knits

.« poly/coton jersey
" knit
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range of garments covered by the legislation, the greater will be the.

demand for a polyester fabric suitable for sleepwear. Increased demand
for polyester should encourage increased competition among domestic firms
and increased imports. However, these possibilities are limited by:

o -the existence of very concentrated domestic industries in
polyester fibre and yarn production;

o - the likelihood that sleepwear polyester demand would be
limited, this limiting the firms who could profitably serve
the dunand to one or two (if any);

o .- the possibility of reduced imports of low priced sleepwear
fabrics and garments from developing countries.

Potential Import Effects on Price

Imports of polyester fabric from the developing countries are currently not
very significant. However, there seem to be no capacity or technical
" constraints in the developing countries which would prevent them from
exporting polysster sleepwear fabrics. In fact, imports of polyester fabric
and garments from such sources as China and Korea have risen rapidly m
recent years.

Recent trends not withstanding, in Canada the developing countries are
still thought of as producers of cotton.goods. In addition, Tetailers may
‘be. somewhat reluctant to import less - flammable fabrics or sleepwear from
the developing countries due to product liability concerns.. Thus, it may
.be some time before imports of polyester reach the same levels as ootton
‘sleepwear and fabric imports from the deveoping countries.

‘Though imports of sleepwear garments ‘and fabrics from the developmg
countries may drop below current levels for the medium term, it is assumed
that in the long run, these imports will return to their status quo levels.
As a result, we assume that in the long run no "extra" price increases or
consumer surplus losses will arise from the displacement of low priced
_imported fabrics or sleepwear garments. By. this, we mean that imports

" - from the developing countries will be available in amounts equivalent to-
current levels, and that these imported goods would increase in -price by .

the same percentage as domestic goods. .

Process Cost Increasas

There may be some small learning curve inefficiencies when sleepwear
manufacturers first begin to use polyester fabrics in sleepwear production.

‘Depending on how reduced unit volumes distribute among manufacturers -
after the introduction of new regulations, it is also possible that. shorter .

production runs will result in some productivity losses. However, it is
unlikely that the use of polyester fabrics -will seriously affect labour
productivity in the sleepwear mdustry in -the long run.
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: The use of polyeﬁter' fabrics should not requi:.'a‘ any major new investments

in cutting or sewing equipment. = With the exception of perhaps some.

. sewing needles and other minor attachments, current equipment will

continue to be used for.the production of polyester sleepwear. Likewise,
fabric production equipment would require no major retooling, although
production runs may be shorter and some bottlenecks in dyeing may
occur. ‘ .

'Iniontbry Cost Increases

Manufacturers inventory costs may rise somewhat with the use of polyester
fabrics. Increased inventory costs may increase because of:

o higher unit cost of fabric for any given volume of
production;
0 slower turnover of inventory if fabric is restricted to use

in a narrow range of garments.

If total industry inventories (of fabrics and finished goods) have an’
average value of $8 million* in any year, increased carrying costs might
total $250,000 (at same rates of use) per year if all garments are covered
by the new-regulations. This would amount to less than a 1% increase in

manufacturers' total costs per garment. If inventory.turnover rates were

also to decrease by 2£%, this would have the effect of increasing manufac-
turers' costs by about 1.5% per garmant. Thus, the impact of increased -

carrying costs under any of the garment coverage options is expected to . -

be no more than a 1%-2% increase in the rinal retail price of sleepwear.
Net Price Increase '

The price of fabric in a finished sleepwear gérment- represents from 50% to
60% of the manufacturer's cost. Therefore, with a weighted average fabric

cost increase of 35%, net of all the above effects, long run price increases

of 15% to 20% might be expected for sléeepwear garments affected by flam=-

. mability regulations. This transfer of costs to the consumer is what we .

expect given the mark-up approach to costing used by sleepwear manufac-

turers, importers and retailers.

It should be noted that in the case of regulatory Option 2, covering tailored.
pajamas, manufacturers may react by making styling changes such that
tailored pajamas are "closed off' at the legs and sleeves. .For the purpose

- of the regulation these would in -effect become polo pajamas, and the fabrics

used in these pajamas would presumably remain the same. To the extent -

-3

* Using an invenfory/éales -ratio of 14%, which is typical for ‘the‘ clothinég
industry. . ) o o
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that this would occuf under Option 2, the 15% to 20% estimate overstates
the potential price increase which might result from restyling.

'IM,PACTS ON THE INDUSTRY
Long Run Impacts

In the long run, manufacturers presumably will adapt to the changes
imposed by the legislator by re-allocating productive capacity and invest-
ment in the most profitable manner. Thus, producer surplus losses are nil
in the long run as manufacturers are again operating ‘as profitably as
before the legislation. In the short term, however, there may be addi- .

tional impacts which accrue to industry. -

Short Term Impacts

There are avoidable short term costs’ which are a function of the timing of
the regulation implementation, and some unavoidable ad]ustment costs.
These short term effects are discussed in turn below.

Impact of Regulation Timing

Short term adjustment impacts will be largely the result of the timing of new .
flammability regulations: both announcement date and implomentation -date.

However, it is not just the absolute number of months between announce-
ment' and implementation dates which determines adjustment costs. The
timing of the announcement in relation to selling seasons is also impoxtant

in determining the effect of timing. Adjustment costs will be greater to.
the extent that xmplementatmn dates occur:

- in the middle of a-selling season

- before goods currently in the manu.facturmg pxpelme can
be cleared

- before domestic textile mills can produce a less flammable
substitute for current sleapwear fabrics.

A regulation implemented in the middle of a selling season would dlsrupt
normal consumer purchase patterns, and might result in some otherwise
avoidable inventory losses at the retail 1eval or very conservatwe buymg
for the season of mplementatnn.

- As sleepwear manufacturers vmrk on a one year lead time to selling  seasons,’
a regulation implemented less than one year in advance of ‘the beginning of
a selling season could result in disruptions in the normal manufacturing
cycle. A one year lead would allow ample time for garments which are at.
the begmmng of ‘the design phase ‘at. the tine of announcement, to be’
redesigned using less flammable fabrics. - 1f garment design and production
are already in process for the selling-season one year downstream, an-
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EXHIBIT D-3

A : Time Requirements for
A Smooth Implementation
- of New Regulations

.-Announcement at Start
of Design Phase

Fabric Development = - Manﬁfaeturidg/Purchasing Cycle

S e ——4- 6 months—} 12 months | .
. r { I |
Start of New Start of STeepwear ~ Starto S
Fabric Development  Design Phase Retail Selling
v (Fabric Scurcing) Season
1 2 - . 3
Announcement after Stert ' ' ' :
of Design Phase % : 18 months . %
. Announcement .
Delay ’ .
x rnon(hs—}-—-——— 18 = x months ———-l _
i : ¢ 1 1 ! e
| K2 | - . | T
Startof New Start of End of
Fabric Development Design Phase for Rétail Selline -
' Following Season Season - 3
2 (Fabriec Sourcing)

1~ Announcement date to
— - .~ minimize disruption of
: " domestio fabrie sourcing
" and manufacturing/purchasing

2- .Ann.cuncornmt date to
minimize disruption of domestic -
mangfacturing/purchasing

3~ implementation dates to minimize
disruption ) : ) :

B )
3
»

BT




implementation date at .the end of that selling season would be needed to

minimize disruption. This would allow all goods in process and fabric inven~-
tories to <lear. Thus ‘the timing of the announcement with respect to
established selling seasons and manufacturing milestones is also critical in

determining adjustment costs to manufacturers. Depending. on annhounce-

ment timing, a total lead time of 12 to 18 months may be required to mini- -
mize disruption to sleepwear manufacturers and retailers. This discussion

is darified with reference to Exhibit D-3, opposite.

To the extent that an-announcement is made as the production cycle for the ‘
" season of implementation nears its end, or to the extent that the imple-
" mentation date cuts the selling season short, the following impacts seem
likely:" . . . : )

o Sleepwéar manufacturers will take losses on goods in pro-
cess, and raw and finished goods inventories which will
‘not be completely sold. Depending on how far into the
cycle the announcement is made, manufacturers may not
be able to produce less flammable garments for the season
of implementation. : ' :

If manufacturers cannot produce less flammable sleepwear
for. the season of implementation, there will be some sleep~
wear imports from the U.S. in the short term.

Retailers will take losses on unsold inventory which is obso~-
lete before the end of the season, or will order very conser-
. vatively for the season of implementation. In the latter:
" event, losses will accrue to retailers and manufacturers
in the foregone sales and profits. S

" 1f the implementation date cuts the selling season short
~ and retailers react by buying very conservatively for the--
season of implementation, there will be shortages of
affected slespwear styvles in cotton. Likewise, there will
be shortages of affected styles in less flammable fabrics if
manufacturers de¢ not have time to produce these for the

season of implementation.

“In order to minize disruption of normal fabric sourcing from domestic.
suppliers, an additional four to six months ‘prior to the start of slespwear
production is needed to allow the development of less flammable fabrics by. .
domestic mills. Thus, a total of 16 to 18 months lead time may be required
to minimize adjustment costs to the sleepwear industry, retailers and
domestic fabric suppliers. This is depicted in Exhibit D-3. .

A total lead time of 1§ months would.also allow importers who work on lead
times of 12 to 18 months to dear most, but .not all, inVentories and commit- -
ted orders of sleepwear. Another 6 months would be needed to insure that’
importers could dlear alt slespwear garments and most fabrics. This would.
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Unavoidable Short Term Impacts
‘Some one-time adjustment costs are probably unavoidable whenever the

- or two seasons. prior to and after the implementation date as retailers buy
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bring the total lead: time to two years, or one year in advance of when
domestic sleepwear manufacturers would begin production with less flam-
mable fabrics. If this one year lead time to production were cut to less
than 12 months but more than 6 months, the following impacts seem hkely

o Some nnporter/wholesalers would take losses. 'on up to one

: season's worth of sleepwear garments (garments ordered
18 months prior to season of implementation and intended. -
for sale in the season of implementation}.

) Some importer/wholesalers would take losses on up to one
or two seasons' worth of sleepwear fabrics (fabrics
ordered 12 to 18 months prior to when sleepwear manufac-

" turers would need less flammable fabrics).

If the lead time to productionﬂw’o‘re less than 6 months, the folloivinAg..‘
impacts might occur:

o Some domestic textile mills might. not be able to produce:’a -
less flammable  fabric in time for the production of
garments for the season of implementation. As a result,
there might. be some short term imports of sléeepwear
fabrics from the U.S. to bridge shortages.

o Some sleepwear manufacturers might be unable to find
- domestic or imported sources of fabric. As a result,
shortages of slespwear in affected styles might result for

the season of implementation. This may also encourage’
retailers to import fmxshed sleepwear garments du'ectly
from the U:S. )

o Sleepwear nnporters would take some losses on sleepwear
" garment orders .which would be obsolete before .they"
reached retail shelves.

0 Importers. of sleepwear fabrics would take losses on fabric
orders not scheduled for delivery until after manufac—
turers begin production with flame retardent fabrics.

regulations are introduced. Slackened industry sales would occur for one

more conservatively. h1s lighter buying by retaﬂers would occur - to
avoid: :

o " Losses on carry—over merchandxse which doés not meet
- new flammability regulations, and is obsolete after” the
implementation date.




Slow turnover of lese; flammable garments which uay sell
slowly for the fn'st season or two after the implementation
date. . .

There may also be a reluctance on tha part of domestic sleepwear manu-
facturers to produce sleepwear for the first season or two after implemen—-
tation, as many will adopt a "wait~and-see-what-happens" strategy. Once
consumer acceptance has been determined, and preferences established,
the domestic manufacturers will enter or exit from the manufacture of
affected garments to match supply with demand. Retailer buying patterns
wil also adjust to new demand conditions after this time.

IMPACTS OF TIMING OPTIONS

Under ' all' proposed timing options, the announcement date r-curs. at
roughly the beginning of a manufacturing cycle, and a minimum of 18. -
months is provided prior to implementation. Thus, most avoidable costs
would probably not be incurred. There still may bhe transitional costs due
to conservative retail buying and restrained production for one or two
geasons prior to and after the implementation date. For the March 1987
option, some importer/wholesalers might also take losses on one Sprmg
season's worth of garments. .

.
-I/

In this section, we discuss the qualitative effects of each option and then .
provide illustrative calculations of the short run costs which might result
under each. It should be emphasized again that for the purposes of
analysss, we have taken the perspective that all new regulations would be
announced  in October of 1885. This is in light of the fact -that: the
minister's announcement regarding garment coverage Optmn 1, was made at
.this time. For comparability of the effects of each timing option, it is
necessary to assume this announcement date for all of them. -

_‘

Option 1 - Qualitative EffectQ- ‘

“Under this option, the annour.cement of new regulations would be made in S
October 1985, and the implementation date would be March, 1987. . For the" -
purposes- of discussion and illustrative calculations, it is assumed that
gowns and robes would be covered by the new regulations.

The followiﬂg- reactions seem likely: -

] Domestic textile mills which' react immediately after "the™
" announcement will be able to supply 100% polyester fabric
for use in Spring 1987 slespwear. .However, all domestic"
mills may not produce slespwsear fabric for this season,
and there may, be some lmuted fabnc xmports from the
U.S. to bridge shortages. Co

o - Many domestic sleepwear manufacturers,” with a s}malilﬁ
intexest in robes and gowns, will drop production of- these -

t
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items until it is dear hdw the consumer will react, or until

domestic mills can produce an acceptable 100% pdlyester.
Retailers may buy affected sleepwear styles somewhat
lightly for the 1986 Fall selling season (prior to
implementation) to avoid lossés on obsolete inventory.

Retail buyers will buy- affected sleepwear styles conser-

- vatively for the Spring of 1987 (the season of mple-

mentation).

Purchases for the Fall of 1987 (the season after implementa~-
tion) will also be conservative as retailers wait to see what
consumer reactions will be.

‘Some domestic . sleepwear manufacturers will produce

lightly for Spring and Fall of 1987 as they wait to see what
consumer reactmns will be- to the less flammable sleepwear
garmonts.‘

Losses to domestic manufacturers from slackened sales of
affected styles will be offset somewhat by greatly reduced
imports of these styles from the Far East.

It is assumed that the announcemént date in October eccurs
before most imporxters make their 1985 orders in the Far
East. This ensures that importers will not order goods
which -will become obsolete hefore their intended season of

sale (Mar. 87 and beyond). . However, importers will take’

losses on some orders (from ths Far East) of fabric for

affected stylss in the season of implementation. These »

orders will have been placed before the announcement date
for new regulations.

Some retailers will impoxt some limited amounts of finished

garments from the U.S. to bridge shortages of productmn .

from domestic¢ sleepwear manufacturers. .

Most inventories of fabncs ‘not meeting new flammability
standards would be fully consumed given this timing, and .

thus large inventory losses -due to obsolence would
probﬁbly not occur.

Retailers will order more pajamas than in previous years in

 anticipation of substitution from robes and gowns.

' . Shortages of affected ctyles (aowns and robes) for retaxl‘
. sale will be likely for the near term.

PR
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Option 2 - Qualitative Effscts

Under this option, the announcement of new regulations would be made in
- Qctober 1985, and the implementation date would be September, 1987. The

two year lead time would ensure that importers' orders of affected styles

"would have time to clear the pipeline. This timing option's impacts would

differ from Option 1 impacts in that the period of reduced sales would be
centered on a Fall season rather than a Spring season and importers would
not bear losses due to obsolete inventories. Again, shortages of all
covered sleepwear styles would h‘.kely occur in the near term. Gowns,
robes, tailored and baby doll pajamas (sizes 0 to 14X} are assumed to be
covered by the new regulations for illustrative calculations.

" For any given range of garments, short term losses. might be less for a Fall

implementation date than for a Spring implementation date. This is due to

the fact that Fall selling sedsons are considerably more important to domes-.

tic manufacturers than Sprmg seasons, -and because a Spring implementa~
tion date might result in reduced. sales for two Fall seasons, ratber than

_ one.

Option 3 « Qualitative Effects

Under this option, the announcement of m;w regulations would be made in
October 1985, and the implementation date would be March 1988. The

impacts of this timing option would not differ from those of Option 2,:

except that the transitional period of reduced sales would be centered on a
Spring selling season. As for timing Options 1 and 2, shortages of the

- covered styles would result in the near term. -All sleepwear styles (sizes 0

to 14X) are assumed to be covered by the new regulations for illustrative

. calculatipns.

For any garment coverage range, the impacts of timing Option 2 and
Option 3 ‘are about the same. Thus, delays in implementing the new
regulations beyond September 1987 would probably not reduce adjustment
gosts further. This again assumes that new regulatmns are announced in
October 1985 in each case. -

'_ 'ILLUSTBATIVE ‘CALCULATIONS

Illustratxve calculatmns of industry losses assocmted with each timing option’

are provxded in Exhibit- D~4, c¢verleafs The following assumptions were
used in makmg these calculatmnsy :

For Mamh 1987 date:

o . Gowns and robes sizes 0 to. 14X are covered by the new
- repulations. .

‘0 Volume and unport content for each segment of the sleep-“
wear market is as shown in Exhxbxt Cc-2. '

e s mr e,




BXHIBIT D~-4
SHORT RUN INDUSTRY ADJUSTMENT COSTS

"Timing Option : Domestics Sleapwear***

S

Implementatmn Retail Profit**  Manufacturer Importer
Date* . Loss - Profit Loss" Loss
< - ($ million) {$ million) ($ millions)

Maxch 1987

(Gowns and Robes Covered)

Loss in 1986 - . 1.7 0.3

(Fall only) )

Loss in 1987 ~ 4.3 . 0.8

(Spring and Fall) ) .
Total Loss 6.0 . 1.1 . - 0.3

September 1987
(Gowns, Robes, Tailored and

Baby Doll Covered)

Loss in 1987 . 5.4 0.8
"(Spring and Fall) : : '
Loss in 1988 " IS X T S 2
- (Spring only) _ '
Tota; Loss 8.9 1_-0 0
March 1988 ‘
(All sleepwear covered)
" Loss in 1987 5.2 , 06
(Fall only) - :

Loss in 1988 n9 1.6
(Spring and Fall) : A . :

" Total Loss '20.1 ' ‘ 2.2 » 0

*  assumes announcement date is October, 1985

**  due to lost sleepwear sales N

*** due to losses on. inventories or committed orders of sleepwear and
fabric which are obsolete before mtended season of sale

So_urce. PMP’ estunates based on Industry Research
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Retailers buy 10% fewer affected garments for ‘the season

‘prior to implementation (¥all 1986) to avoid carry over

inventory losses.

Retailers and domestic manufacturers jointly reduce the
availability - (and sales) of affected garments by 20% for the
season of implementation (Spring 1987).

Retailers and domestic manufacturers jointly reduce the

 availability (and sales) of affected garments by 20% in the

first season after implementation (Fall 1887).

Imports of affected sleepwear are effectively blocked for
the three selling seasons discussed above and domestic
manufacturers pick up the import share of sales.

Importers committed (before the announcement date) to
fabric orders for use in Spring, 1987 garments will take
losses on these orders. Importers take distress prices of
50% of their cost. It is assumed that 30% of the fabrics
used in affected garments are imported.

All merchandise bought by retailers sells in the seasons
for which it is purchased with normal carryovers {except
Fall 1986 for which there is no carry over).

Increased sales of unaffected sleepwear styles do not éppré-'-'
ciably offset lost sales of affected styles.

For September 1987 date:

(o]

As for March 1987 except:

- gowns, robes, baby doll and tailored pajamas 0 to -
14X would be covered by new regulations

- transitional period of reduced sales of affected
garments is centered on September 1987

-~ sleepwear importers take -no losses on obsolete
oxrders of sleepwear or fabric, as time has been.
allowed -for all import orders made before the
announcement date to clear the pipelinr.

For March 1988 date:

(o]

As for Margh 1987 except::

- alt ﬂeéb&ear"éf“ye Usizes 0 to 14X would be
covered by new regulations - .

L
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generally determines the magnitude of the impact of any ‘campaign.

transitional period of reduced sales of affocted
. garments is céntered on March 1988 :

- sleepwear importers take no losses on obsolete
orders of sleepwear or fabric, as time has been
allowed for all import orders made before the

- announcement date to clear the pipeline.

- IMPACT OF INFORHATION CAMPAIGN

Market Research

Awareness studies conducted by Consumer and Corporate Affairs in March
1986 and by Wall in 1983, indicate that there is limited consumer awareness
of the potential flammability hazards of children's sleepwear. The results
of CCAC's (1986) study_indimte that about half of all children's sleepwear
consumers think it is essential that public informaticn campaigns be used
to warn people about flammability in children's sleepwIar. A summary of
the results of this study are presented in Appendlx H.

From the results of her study, Wall states that "much work is needed to
supply consumers with information so that they may beccme-aware, under-.
stand the situation, and form attitudes toward the issue jased on adequate
knowledge". Wall goes on to recommend that "educatinuial and information
programs should be undertaken regardless of any othrr action by govern-
ment. Consumers are sadly lacking in awareness that textiles, particularly

in children's sleepwear, can pose a serious fire hazard".

From the above discussion, it seems that some form of public awareness

' program should accompany the unplementatmn of new flammability regula-

tions for children's sleepwear. This is the view which has been taken by 4
CCAC and such a campaign is certain to coincide with the introduction of

the new regulations. This section attempts to assess the impacts that such -.

a campaign might have in addition to the impacts of the actual regulations.

Impact Vmablos

"It is very difficult to anhcxpate the - nnpacts of varying levels of expendr—

tures on pubhc awareness. The amount of expenditure on public aware—
ness bears on impacts mdlrectly through the fo]lowmg varzableS°

- frequency and reach
-~ - execution
= - media used.

Increased public awareness expenditure can.increase frequency and reach
through the 'use of more expensive mass media or more media spots.: -

Greater expenditure can also result in advertising executions of higher -
quality or greater creativity. Thus, the dollar amount of advertising
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Other vanables whxch mpmge on the effectiveness of any advertxsmg
campaign include: .

- target audience
- . message.

The choice of target audience and message are essentially strategic choices
which are relatively costless, but these provide the direction for advertis-
ing impacts. The appropriate choices for these variables are obviously
important and perhaps most critical in determining the success of a pubhc
awareness campaign. .

Impacts of Increased Expenditure

While it is acknowledged that increased expenditure on public awareness
will always increase desired impact, it is also acknowledged that thereis a.
point at which this expenditure rapidly "tails off* in its incremental effec-
tiveness.. Predicting advertising responss functions is something the
academic and advertising communities- have had little success with thus
far. Due to the difficulty of such prediction, we have not attempted to
forecast quantitative impacts on reduced burn severity and incidence for
various levels of spending. Instead, we focus on the quahtatwe impacts .
the information campaign might have.

Target Audience and Messzge ' T v

For the sleepwear flammability campaign, CCAC's communications depart-
ment states that both children and parents will be targetted. The message
will alext parents and children to the potential danger of igniting chiildren's.
sleepwear garments. The message will also promote the "stop, drop and
roll' technique developed by Canadian Fire Services. A combination- of
media including radio, television, videos-and literature, will be used. Itis
assumed that these media will be used in the best mix to reach the target
audxences. for any level of expenditure.

Qnahtatxvo Impacts

Given a level of expenditure on this campaign, we xmght expect the follow-
ing benefxts to some degree: . .

o Increased consumer adoptmn of less ﬂammable sleepwear
in sffected stylas.

o A’Increased consumer purchase of less flammable .,leepwear.,._.,;_::__,.
o styles. .

-0 Increased: parental superv:smn of chﬂdren weanng sleep-
wear.
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Increased awareness . among children of sleepwear fire
hazards and how te react to garment ignition.

) Reduced burn severity and mcxdence as a result of all of
the above.

These impacts would be qualitafively the same given the message which will
be used by CCAC and would vary in degree with the amount spent on the
information campaign.

The experience of past government information campaigns is that these have
their greatest unpacts in the initial stages of implementation. According to

" CCAC, -this is largely because expenditures on awareness programs

diminish after the first year or two of implementation. Decisions on budget
allocations within CCAC are made on from year to year, but it is likely that .
in future years, resources will be drawn from the sleepwear information -
campaign to other uses. In addition to spending cuts, the_stock of litera- °
ture, videos and other aids will wear out or become obsolete, and more

current issues will begm to occupy greater “top of mind" awareness among. . '

parents and children.

The greatest benefit of the information campaign may be in increasing
early adoption of less flammable (polyester) sleepwear by consumers. This-
will improve the sales of sleepwear manufacturers in the near term, as well
as enhance the near term-impacts on burn severity and incidence. It may
be that subsequent generations of parents, faced only with less flammable
sleepwear, will buy such sleepwear readily, compared to today's. parents
who must make a transition.

IMPACTS OF GARHENT COVERAGE OPTIONS
We now discuss the expected impacts of the proposed garment coverage
options in turn below. - This discussion is largely qualitative, but is

~augmented by illustrative - calculations in the section on "Output and

Employment Impacts".

"Long Run ‘Response to the Minister's

Announcement (Option 1)

This regulatory option announced in Octobar 1985 would be implemented in .
March 1987 at the retail level. Nightgowns and robes would be covered by

. the new regulations. A base levél of communications support would accom= .
.. pany the introduction of new regulations. .

It is believed that this option would dmplace large percentages of the robe
and gown segments due to:

o - - price increases with. the use of polyester;
o ‘the perceived poorer feel and breathabxlxty of polyester.
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Decreased consumer demand could alse be compounded by decreased stylihg.
and variety in robes and gowns. Decreased variety and styling in gowns
may occur due to: ’ ’

o efforts of retallers and manufacturers to maintain pr-iée .
points, thus squeezing the labour component of cost;

o potential styling limitations imposed by .problems in finish~
ing and texturing polyester.

. Decreased variety and styling would likely affect the gift occasion segment

-

of gown and robe sales most greatly., The gift occasion segment of robe
sales may account fox 80% of all robe sales and 30% of gown sales.

Decreased variety would also result in much less scope for differentiation
among manufacturers, and the remaining gown and robe volumes would

" probably accrue to a much smallex number of manufacturers, those with

slight cost or marketing advantages. These tend to be the large manufac-
turers in the sleepwear industry. . .

Manufacturers would incur increased carrying costs, as separate inven-

tories of polyester would now have to be carried for gowns .and robes. -
Depending on how volumes distribute themselves among manufacturers,

minimum order sizes which are large relative to gown sales, could result in .
very low inventory turnovers.

Displaced demand for gowns and robes would likely result in:

o increased demand for pajamas and other unaffected sleep-
wear garments, . L
o .. increased home sewixiglof gowns;

o mcreased purchase of larger sized (greater than child~
©. ren's -14 and small adult) gowns and robes for larger
. children; .

o'~ increased use of non-sleepwear garments as substitutes.

Impicts of Option 2

This regulatory option would cover tailored and baby doll pa]amas (except-""'

for children under 7 kg.) in addition to robes and gowns. It is believed
that the effects of this option would be similar to the effects of Optmn 1
described above.  The percentage of sales displaced from. affected

garments (gowns, .robes, tailored and baby doll pa]amas) would be moder- -

ated as the only unaffected substitute garments would be-sleepers and polo
pajamas: The main differential impacts of Option 2 versus Optmn 1 mxght
be: : .

o e it ST




Manufacturers would still have to carry separate inventories of children's
However, to the extent-that the same fabrics are used in
making tailored pajamas and other affected.sleepwear garments, inventory
turnovers would be greater and thus carrying costs would be somewhat
less. ’

slespwear fabric.

- docreased unit sales of tmlored and baby doll pa]amas in
" addition to robes and gowns; -

greater demand for polo pajamas and some increased

- demand for large sized blanket sleepers;

- greater use of non—sleepwear garments as sleepwear substx—

tutus.

Impacts of Option 3

children 7kg. or less.

. Option 3 would oever all children's sleepwear garments except those for
The longer term impacts of this option might differ

from those of Options 1 or 2 in the following ways:

o

Consumer demand for: all sleepwear would decline in
response to higher prices across the board.

- Substitution' out of children's sleepwear and into daywear

and home sewn garments would be greater than for
Options -1. or 2. Those consumers with a strong

" preference for cotton in- children's sleepwear would be

most inclined to substitute cotton daywear for sleepwear. -

Percentage prica increases would be about the same for:
garments in each price range. Thus, there might be very.

little substitution between styles of sleepwear, but the

overall market may shift in the direction of "down scale'
garments to compensate for price increases.

The decreased variety resulting from such a downscale . -
- shitt and inherent styling limitations, would decrease the
number of sleepwear manufacturers somewhat. This effect,

would be greater for Option 3 than Options 1 or 2. Some
of the volume lost by small producers would probably
accrue to the larger sleepwear producers.

,-,,\;

" As the demand for. polyester sleepwear fabrxcs would be

greatest’ under this regulatory regime, there is- a higher
likelihood that domestic textile mxlls would supply the
demand for these fabrics. - .

The greater fabric and garment demand might also encour-
age import competition. . .
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R e the o Inventory turnovers would be higher to the extent that all ' . ’

sleepwear . garments use the same polyester fabrics. L L
Thus, crrying costs to manufacturers would be lower .
than under Options 1 or 2.

OUTPUT AND EMPLOYMENT IMPACTS

Under the assumption that labour content (man-hours) per - sleepwear
garment is unaffected by fabric (and style), employment in the sleepwear
industry is affected primarily by the change in domestic unit volumes.
Thus all regulatory options have potential employment effects in that:

o Price increases in some segments of the sleepwear market
will result from increased fabric costs. This will result in
.some substitution between segments (styles) of sleepwear :
and will have volume effects. . A

o - The import share of affected sleepwear garments, or
fabrics may shift off trend. This will affect domestic

volumes directly.

Given that employment in the sleepwear industry is tied to domestic output,
job losses in the sleepwear industry will be reduced to the extent that: '

o Consumers spend dollars displaced from affected sleepwear
styles on other sleepwear items.

o . Imports~of finished sleep\#ear'gatments are reduced and
consumers buy more umts of domestically produced
sleepwear.

o - Consumers substitute spending on more labour-intensive .

sleepwear garments (e.g., pajamas versus robss). " In

general, these are cheaper sleepwear garments where the .

fabric component of cost is somewhat less and the labour

componant is somewhat greater on a percentage basis. - Ly

Howover, job losses in the sleepwear mdustry wxll be greater to’ the extent

that: _

o Imports of inexpensive fabric are reduced, fu.rt.ﬁer increas-

ing domestic sleepwear prices, and further decreasing
domestic unit volumes. .

o. Consumers continue to buy affected sléepwear styles at

increased prices, but in correspondingly smaller unit
~ amounts. . .

A
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Iustrative calculations of volume and substn‘utmn effects for each garmént
coverage option follow below. Assumptions used in makmg these. calcula—
tions are discussed later in this Appendix.

Option 1
% of Unit
- Volume Lost Change In Change In-
oo (joint effect . Change ‘Domestic Domestic
Garments ) of price and In Total Retail Unit
Affected fabric changes) Retail Sales Sales Volume
. ($ millions) ($ millions) (millions)
Nightgowns 70% -16.0 -15.5 i -1.87 .
Robes 70% -11.5 -11.2 =74
TOTAL ~27.5 26,7 - 2.6
Substitute Item: .
Pajamas* . 430.1 2.6 2.11 -
Net Change +2.8 ~4.1 )
(all sleepwear) ) ‘
' ~4% of
domaestic
. . output
* average price (imports and domestic) .of $10, and 30% unit import

content.

Changes in Output

Although pajamas are more import-intensive-than robes and gowns, thay.;.\:_‘

are also cheaper on a unit basis; this results in largely offsetting effects
on domestic sleepwear unit volumes. - Thus, undeér the  assumption that

spending’ displaced from gowns and robes is spent on pajamas, domestic
unit .production might decrease by only 4%.. In addition, at equilibrium,

domestic sales. may be about $4 million less ($116 million) and sales of
imports may be $7 million higher ($37 million). Thus, on net, total retail
slaa'pwear' sales may be about $3 million higher. : |

" The results are h1gh1y sensitive to the assumptmns whlch have been made

about:
o ' the nature of substitute spendmg.
-0 the relative import content and .prices of substxtute garments.
o the price elastlclty of demand;’
o

the "effactive" mcrease in the price of affacted sleepwaar.

cided
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To the extent that import content or prices for the substitute garments are
higher, reductions in domestic unit output will be more likely. To the
extent that demand is more inelastic or the effective price increase is less,
reductions in domestic unit output will be smaller. These sensitivities are
discussed in greater detail later in this Appendix. . :

Chang_'aa in Bmploymant

Based on an estinated average annual wage of $15,000 per year for
production workers, and sales. estimates presented in Table C-2, the
sleepwear industry may employ about 1,600 people directly. The sleepwear
industry may be responsible for another 265 jobs in supplying fabric mills
(using DRIE labour/output ratio of 11 jobs/$ million fabric sales*). .

As domestic unit output would decrease by, at most, 4% under our assump-
tions, employment in the slespwear industry might also change by this
amount. At most, perhaps 75 jobs would be lost in the sleepwear and
fabric industries combinad: ) .

While no significant net employment impacts are expected, limited demand
for the new slespwear and fabrics may reduce the number of firms produc-
ing robes and gowns. Such rationalization might result in layoffs at some

plants and offsetting new: hires at others, such that the net effect on. '

employment would be minor.

Option 2

% of Unit - : .
. Volume Lost ... ~~ChangeIn ChangelIn
. (joint effect) Change Domestic  Domestic
Garments of price and In Total Retail Unit
Affected fabric changes) Retail Sales Sales Volume
. : ($ millions) ($ millions) (millions)

) Nigﬁtgowns and :
Robes - -15.0 .

Tailored Pjs ' o © 6.0
Baby Doll ' -4
TOTAL . - '

*. From discussions with DRIE..

Ere AL TLN
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Option 2 (Cont.)

~ % of Unit : -
Volume Lost : . Change In  Change In
: (joint effect) Change Domestic Domestic
Garments of price and In Total Retail Unit
Affected fabric changes) Retail Sales Sales Volume
- * ($ millions) ($ millions) (millions)
Substitute Item ,
Polo Pajamas* +28.4 1.3 .99
Net Change ) .0 . #.9 =2
. (all sleepwear)
. - 2% of
domestic

output

* average pnca (imports and domestic) of $10, and 30% unit import
content.

Changes in Outpnt

Given our assumption that spending displaced from affected slespwear
garments is now spent on polo pajamas, the incremental effect of Option 2
o : with respect to Optxon 1 is almost nil. This is due to the fact that spend-
- ing on polo pajamas is substituted for spending on tailored and baby -doll
pajamas. These garments are all similarly priced and have similar import
i content. In fact, as we expect percentage volume losses (for affected
L . styles) to be smaller under Option 2, impacts on unit volumes mlght be less
o than under Option 1. In addition, total dollar volumes might increase by
about $7 million. About $2 million might accrue to domestic manufacturers .
N and $5 million might accrue to imports. The increase in domestic sales . °
v ' _"over Option 1 would be due to the fact that fewer consumers would sthch ‘
from affected garments to cheaper subshtutes.

Changes in Employment

As was the case for Option 1, there may be some layoffs with offsetting
new hires in the sleepwear and fabric industries. Net of these effects
perhaps 40 jobs might be lost in the sleepwear and fabric industries.
Thus, given our - assumptions, the . incremental impact of Optwn 2 on
employment xs small and may even by’ slxghtly positive.




% of Unit o : :
Volume Lost Change In Change In

) ' (joint effect) Change Domestic Domestic
Garments _of price and" In Total Hetail Unit
Affected fabric changes) Retail Sales Sales Volume

($ millions)  ($ millions) (millions)

All Children's o ) . :
Sleepwear . 23% -11.4 -3.2 -3.0
Net Change ©-11.4 -=9.2 -3.0
(Sleepwear Industry) - .
~23% of
domestic
output
Substitute Item
Active wear*, home .
Sewn garments : © 434,65 +25.9 2.4 -
Net Change =~ | 231 . H68T7 =8

(Children's Clothmg Industry)

o average price (imported and domestic) of $10, and 30% unit import
content .

Changes in Output
As Option 3 covexs all-st_yleé of children's- sleepwear with the. effgétive

exception of newborn gowns, all garments may rise by 20%-in retail price.
This across~the-board price increase, might result in very little substitu-

tion between styles. A unit volume decrease of 23% uught result under:

Option 3 given these assumptions.
‘ Changes in Employment

* A 23% decrease in output could translate into 370 lost jobs in the domestw
sleepwear industry. The ripple effect ofv this' might be 60 lost jobs Vm
supplying fabric mills. . - ) o

To the extent that displaced spendmg is used to purchase sxmx_arly prlced
active wear with similar import content to sleepwear, the impiact on the
entire children's. clothing industry will again be negligible.- As an
example, sleepwear -manufacturers who produce jogging suits us well as

‘
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polo pajamas might pick up offsetting volume. Thus the main- effect of
Cption 3 might be to ro-distribute employment and income to other
chidren's clothing manufacturers outside of the sleepwear industry. Under
Option 3, further adjustment costs mght accrue in the form of: .

o unemployment insurance payments by government,

[ ‘start-up costs to slaepwear manufacturers not currently
manufacturing active wear. :

It should be noted that a brief submitted to CCAC by CAMA, puts current
sales and employment levels at about double those we have used. These

.estimates, together with CAMA's higher estimates of likely retail price

increases, would result in estimates of lost jobs far in excess of those we .
have calculated. . :

ASSUNPTIONS MADE IN CALCULATING QUANTITATIVE IMPACTS

A number of assumptions have been used in estimating the impacts on

- output and employment. These same assumptions are used to calculate

consumer surplus losses and are thus critical in. determiriing the overall

impact of each regulatory option. For this reason, we present our

assumptions one by one and discuss the sensitivity of cur results to
changes in the major assumptions. The following assumptions have been
made in calculating unpacts on output and employment and consumer
surplus losses:

o  Current pnces, volumes and import levels are as in Exl‘u—
bit C-2.

[ The retail price of all affected sleepwear garments (includ-
ing imports) increases by 20% as a result of substituting
100% polyester for current fabrics. The fabrics and
prices of non-affected garments remain constant.

‘o There is a strong preference for current sleepwear fabrics"

) versus polyester and other substitute sleepwear fabrics.

This compounds the effects of price increases from the use

of polyester by inducing greater switching to . cotton

garments. . An equivalent price increase of 25% is used to

" model the effects of fabric substitution on quality. This
_approach is explained in detail .bedow.

o Demand curves are linear. .:

o' Demand for affected sleepwear garments becomes increas-.
ingly pnce/fabnc inelastic as the range of covered
garments is-extended, and the range of non-affected sub- .
stitutes is effectively narrowed. Elasticities of 1.5, 1.0 -
and .5 are nsed to calculate volume and surplus losses for
Options 1, 2 and 3 respectwaly.

-t el
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o All spending displaced from affected garments due to price
and fabric quality effects accrues to other sleepwear
garments in the case of Options 1 and 2, and to other
children’s dothing in the case of Option 3.

L] In the long run, import and domestic sleepwear shares
remain at status quo levels for each garment style.
Increases or decreases in style volumes.accrue to imports
and domestic production in proportion to status quo
shares.

These assumptions and the sensitivity of impacts to changes in these are
discussed in greater detail below. - We first discuss at some length the
methodology used to calculate the effects of fabric changes on consumer
surplus and sleepwear volumes. For the purposes of discussion, we will
refer to perceived changes in breathability and texture (associated with
polyester) as reductions in fabric quality. : .

DEALING WITH THE EFFECTS OF FABRIC QUALITY

Consumer surplus loss calculations are used to try to gauge utility losses
which result from increases in price and fabric changes in affected sleep-
wear styles. Higher prices and poorer fabric quality combine to reduce
the total utility attainable by consumers of sleepwear for a particular
expenditure. While the consumer surplus approach is adequate for captur-~

ing the effects of product removal or a price increase, it is not directly .

applicable to the task of assessing losses which stem from a change in
product quality. Likewise, conventional supply and demand analysis
cannot forecast the effect on volume of decreased quahty.

It can be said that the utility loss to consumers may - be gauged by a
surplus loss which lies bhetween the pure price effect and the product
removal effect. These cases are depicted graphically in Exhibit D-§,"

overleaf. Some-consumers will place very high value on having cotton sleep-

wear in the particular style covered by regulations. .In this extreme case,
the substitution of polyester for cotton can be modelled by the product
removal case, although for a reduced base of consumers. At the other
extreme, some consumers will be almost indifferent to style or fabric
changes but- will ‘still be subject to increased price. To the extent that

other slespwear garments ‘are close substitutes and are similarly priced, -

this second group of consumers w111 substxtute these garments and not be
much worse uff.

~Thus. volume losses are bounded at 'one-eh“‘c'l:‘“by_ ithe entire segment. volume,
. and at the other by what could be expected if only a price incredse were to
0CCUr.

As the consumer surplus ‘model is only capable of dealmg with the cases of

product removal and price increases directly, we have devised a method of -

translating the. joint -effects of increased pricé and decreased quality into
. an equivalent effect which is intermediate to the product removal and price

G AR
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: S ~ EXHIBIT D5
CONSUMER SURPLUS LOSS

Due to Price Increase - ' - Due to Product Remo'val
{the lower bound) - (the upper bound) -




% " Consumer Surplus Loss
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_increase cases. We also use this method to forecast volume decreases

which stem from decreased fabric quality and price increase.
Assumptions .

An assessment of the order of magnitude- differences in consumer utility
losses under each option is necessary to determine the relative severity or
"badness" of these. In order to use consumer surplus to estimate these
order of magnitude differences, it is necessary to assume constant margi-
nal utility from the consumption of sleepwear (at least within budgeted
expenditure ranges). The constant marginal utility assumption may be
fair, at lsast within normal . budgeted purchase ranges. Given' this -
assumption, we can place consumer surplus losses under sach option on a
ratio scale to determine how severe these options are relative to one
another. -

The Purchase Decision

The consumer makes his decision on what to buy on the basis of units per
dollar. U1/P1 is the utility/price (u/p) ratio for garment one and U2/P2 ic

- the utility/price ratio for garment two. As a result of the constant utility

assumption consumers will only buy one type/style of sleepwear; that with
the greatest u/p ratio. .

Price Effects

Now, price clearly enters the decision on what to buy through the denomi-
nators of the u/p .ratios.” As the price of garment 1 increases, its u/p
ratio decreases and garment 2 becomes increasingly attractive until the
threshold point where all spending is then on garment 2. Price.alters
these ratios uniformly for all concumers regardless of the numerator
values. The loss in total utility from a price increase is a result of an.

‘income effect and the fact that resources are drawn from more sleepwear

consumption or other consumption. Thus, price increases limit the total
utility attainable, through decreasing the number of units of sleepwear or

other substitute goods which can be bought.

Price Elasticity Interpreted

In the consumer surplus model, utility losses are gauged as consumer

surplus losses depicted by the cross hatched areas in Exhibit D-5. To the ... °

extent that, the demand curve is flat and is price elastic, total utility and

consumer surplus losses are less in sither the price increase or product -

removal case. The relative price elasticity of demand implies that there
are ready substitutes for the particular garment (i.e., garments with
similar u/p ratios). Thus, the effect of a price increase in one garment is
.minimal if there are many other “goaod buys" to be had in sleepwear.
These other slespwear garments may be substituted without losing much .in
the way of total utility, . On the other hand, if the consumer sees
unaffected sleepwsar garments as poor substitutes for regulated garments
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Exhibit D - 6

Equivalent Price Increase
of Fabric Substitution
Price

- Price for consumer
o I = — surplus calculations

2 ==— - _

—_— New Price after
\_actual increase
1 N
L. ' = Original Price

New Volume Volume - Original

after price if only Volume
Volume and fabric price
change »incrnstd

in response to increased costs

curve - equivalent to decreased
fabric quality

Consumer Surplus Loss
due to actual price increase

Consumer Surplus Loss
due to decreased fabric quality -
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(and these ars the only substitutes) then the demand curve of regulated .4_:‘;-_:

garments is relatively price inelastic. In this case, the imposition of new
flommability standards subjects the consumer (by forcing him to buy one of

" the poor substitutes) to a considerable loss in total utility which is gauged

by a large surplus loss.
Quality Rffects

Quality enters the purchase decision through the numerator of the u/p
ratio. The substitution of polyester for cotton in garment 1 reduces the
utility which can be had from each unit of that garment, but the marginal
effect that polyester substitution has on utility will vary among consumers.
For each consumer there is a corresponding price change which would
offset the marginal effect of polyester substitution on the overall u/p ratio.
Clearly, this number is not known for every consumer, but if it can be
approximated for the average consumer, we can translate average quality
offects an total utility (from sleepwear consumption) into an average
equivalent price increase. .

Equivalent Price Effect of Decreased Quality

If the average consumer could be compensated for the siubstitution of poly-

ester for cotton by a price decrease of 20%, we can easily calculate the
equivalant price increase of this substitution.  Assuming a 20% decrease is
correct, the substitution.of polyester for cotton in sleepwear garmenis is
equivalent to 25% price increase (1/.8). If we then add to this an actual
price increase of 20% we have reduced total utility attainable, by an amount.
equivalsnt to. a total price increase of about 45% (of the original price).
With this transformation of quality effects into price effects, -we can then
calculate the consumer surplus loss from.joint price/quality effects in our ".
conventional framework. Again, to the extent that the price elasticity of '
demand for a garment is elastic (i.e., there are close suybstitutes with
similar u/p ratios), the total utility and surplus losses incurred will be

less. . .

' The effect of decreased garment quality ‘can be modelled through an upward

“virtual shift® of the supply curve. This is depicted in Exhibit D-6,-
opposite. Using this approach, we can forecast the volume effects and
surplus losses from a joint change in-price and quality. This can be
achieved through standard means using price elasticities. In Exhibit D-6,
the effective consumer surplus loss is the sum of the loss due to the actual
price increase, and due to the equivalent price increase of decreased .
fabric quality. - The volume loss of affected slespwear is compounded by
the fabric effect and is thus greater than the volume loss from a price -
increase alone. The new volume can be read off Exhibit D-6, where the
projection of "virtual price" intersects the  volume axis.

The key to all calculations is the price equivalant effect of the substitution

. of polyester for cotton. In other words, how big would the virtual shift of
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the supply curve be. Thﬁ could be measured empirically -using conjoiht ‘
analysis*, but project deadlines have not permitted this approach.

Instead, we have taken estimates of price elasticity, the ~nominal pricé
increase and forecasts (from interviews) of slsepwear volumes after the
implementation of new regulations to imply equivalent price effects for

fabric quality. ' In this way, we estimate the equivalant price effect of
decreased fabric quality to be an added 25% increase in price.

We now discuss the other key assumptions which have.been used, and the
sensitivity of calculatisns of consumer surplus and volume losses to changes:
in these.

LINEARITY OF DEMAND CURVE

It is unlikely that the demand curve for sleepwear is linear. In fact, theory
would predict that a concave curve would be more repruesentative of ths.

demand for most goods. However, it is convenient to assume linear demand . -

curves to capture order of magnitude effects when there is not empirical
evidence of the shape of the demand curve.

Consumer Surplus Loss Calculation

Assuming the ‘demand- curve is linear, the loss to the consumer is then’
given by: :

C.S. LOSS = t * 1*(1-(n"t)/2)

whers t = ((P1-P2)/P1)+F the "effectwe" change in retail price (nommal )
plus fabric: quahty component)

F= . the equxvalent price increase due to
_ decreased fabric quality
Vi=Pl*Ql - . the initial dollar volume of sales
‘n = ' pnce elastxcxty of demand for sleepwear_"

- styles affected-by ﬂ.ammabxhty regulations

* Conjoint a.nalysxs is a multivariate statistical technique for estmatmg_
the utility function associated with the consumption of a particular
good. The technique "fits" a utility function to empirically collected
preference rankings. of pre-defined -goods with fixad lsvels of attri-
butes. In effect, conjoint analysis ‘transforms rank order preference
data into a cardinal utility function for the good under study. The
marginal utilities of the considered product attributes (mcludmg pnce)
can be estimated: and compared using this method. '

OIS
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P1, Q1 = the initial price and quantity - respectively

i : before the imposition of the flammability
standard

P2 = the price of affected styles after the imposi- .
tion of flammability standard, i.e., made of
polyester

If a concave demand curve was used to estimate volume and consumer
surplus - effects, this curve would necessarily be tangent to our linear
curve at the current equilibrium price and volume point. From this point,
the concave curve would rise above the equivalent linear curve. The use
of a concave demand curve ‘vould then increase our estimates of . consumer
surplus loss, and decrease - x estimate of volume losses and substitution.
The functional form of the aemand curve is then important in calculating
impacts on output and employment and consumer surplus.

COST OF POLYESTER VS. COTTON FABRIC

In the United States, some cotton flannellettes now cost about the same as.
some polyester fabrics which were devealoped to replace them in children's
sleepwear. This may reflect supply and demand conditions more than the -
relative cost of produclion. However, it is uncertain. whether polyester
fabrics used to replace current sleepwear fabrics will be at a cost premium
over these in future years.

_In light of the above discussion, the actual premium over -cotton which

consumers would have to pay could fluctuate from year to year. As a.
result, consumer surplus losses would also vary from-year -to year in.

_response to changes in relative fabric prices. The issue really though, is

whether recent trends, on which estimates of the price premium are based, -
are "normal" over the long run. The consumer surplus calculations are .-
therefore very sensitive to the actual price premium which consumers will
have to pay in the long run. To the extent which current premiums for
polyester are “super normal* the long run consumer surplus loss has been
overstated. Likewise, unpacts on domestic output and employment have

" been overstated.

EQUIVALENT PRICE EFFECT OF FABRIC QUALITY

Similarly, the current preference for cotton-over polyester may be more or -

less extreme than we have assumed. Over or (nder estimation of the equi-

. valent price effect of polyester substxtutwn could have a large' effect on
.calculations of  consumer surplus and ‘volume losses.. Again, the issue -
really is whether recent trends in "taste" are "normal" over the long run.

or not. If, for instance, polyester became fashionable once again,- as it
was in the 1970's, the price equivalent effect of polyester substitution.
nght well be. negative. That is to say  that consumers would .pay a
premium to have polyester rather than cotton slespwear. )
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The above discussion is concerned with whether current fabric tastes have
been measured correctly (as the price equivalent effect of quality), and
whether current tastes are "normal" over the long rumn. In addition to
these issues, .it is possible that the introduction of new regulations will
change tastes in the direction of preferring substitute fabrics. The
increased availability of sleepwear made from polyester may serve to educate
. parents about this fabric and ultimately polyester sleepwear may prove to
be quite acceptable vis-a-vis cotton. Again, this would reduce the price
equivalent effect of fabric quality and consumer surplus Iosses accord—

ingly. ‘
PRICE ELASTICITIES ' . .

Slaspwear Segment Elasticities

Estimation of segment price elasticities from secondary sources (Statistics
. Canada and U.S. Department of Commerce) was considered inappropriate
* due to a number of data limitations. The main limitation of available data
) was the fact that historic price changes have tended to be across-the-board
for all style segments of children's slsepwear (i.e., no large real price
increases for certain segments). Under Options 1 or 2, only certain. .
segments of the market would change in price, and thus estimates derived
from available data might fail to capture likely substitution effects (cross-
price elasticitiess) and would not properly reflect consumer surplus or
volume losses. In short, easticity estimates derived from available data
might be biased downwards.

Elasticities of 1.5 and 1.0 were used to estimate consumer surplus and
volume losses for garment coverage Options 1 and 2, respectively. These
elasticity estimates were roughly consistent (given linear demand curves

and Yeffective" price increases) with estimates of product shifts taken from
industry interviews. Using decreasing elasticities for successive garment
coverage options: (1 through 3) is -also consistent with the decreasing -
number of unaffected substitute styles which would be avdilable under -
each option. Arguably, consumers would becoms increasingly resistant to
style switching under successive options as there would be fewer unaf- -
facted substitutes available. . R

Rlasticity of Demand for Children's Sleepwear m Aggregate

Problems with levels of aggregation, classification systems, and other
issues limited the suitability of available secondary data for estimating.the
price elasticity of the entire category of children's sleepwear. However,
an analysis of available. U.S. and Canadian data suggests that historic
price elasticities are roughly in the 0.2 to 0.5 range for children's
slespwear aggregate. An elasticity of 0.5 was chosen as our base case
estimate of elasticity for the entire children's sleepwear market and 0. 2 was
used as the lower value in our sensitivity analysis.
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To the extent that we have incorrectly estimated price elasticities under
the various options, our estimates of consumer surplus and volume losses
are correspondingly incorrect. However, it is believed that the upper and
lower values used for sensitivity analysis adequately bracket the actual
range of elasticities Which- would result under each garment coverage
option.

A second caveat stems from the fact that elasticities may change with time
as taste shifts occur. To the extent that current tastes (and elasticities) -
are not "normal" over the long run, we have mis-estimated long run consu-
mer surplus losses.

.

SUB’STITUTION BFFECTS

For the purposes of this anlysis, we have discussed "substitution effects" S
rather than "cross-price elasticities" for substitute goods. . That is to say

that we have considered how much spending would be “displaced from
affected sleepwear garments due to increased prices and fabric changes, .
and then assessed where displaced dollars would be spent. This differs’
from the formal approach of using cross-price elasticities for substitute.
goods. Still, each substitution scenario corresponds to an implied cross= .

price elasticity for the substitute good. For clarity of presentation and . ™

consistency with interview data,. the “substitution effects" approach was
chosen as the means by which to model style segment shifts in volumes

We have assumed for the purposes of calculations, that all spending‘idis-
placed from garments affected by each option would be spent on sleepwear
or other children's clothing items. In the case of Option 1, it is assumed
that tailored and polo pajamas would be substitited, and in the case of-
Option 2, only polo pajamas would be substituted. We have assumed a price
of $10 and a unit import content of 30% for substitute garments. For
Option 3, it was assumed that other children's clothing items, also priced
at $10 per garment, and with a 30% unit import content, would be pur-
chased instead. The actual substitution which might result undéer each
option may well be different from what has been assumed for illustrative:
calculations.

Substitution may, in fact, occur on a unit-per-unit basis rather than a .
dollar-for-dollar basis, as was assumed. In this case impacts .on domestic
volume would be more severe. It is also conceivable that. cheaper imports
could pick up more than proportional -amounts of displaced spendmg. and
this could have further adverse affects on domestic output. There are, in -
fact, a large number of substitution scenarios which are conceivable. - The

import substitution scenario has no bearing on calculations of consumer

surplus losses, -but is perhaps the most critical aSSumptmn in calculatmg
impacts on domestic output and employment. )

’ ‘HBALTH CARE COSTS .

In order to assess the impacts of- the regulatory options on health care
costs, it was necessary to develop estun_ates of the costs of treatment for -
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EXHIBIT D-7

(1985 $)

'

AL BURN TREATMENT COSTS

Ex~tent of Burn (% of Body Area)

Total Number of Hospital Days 3,248

Baﬁed on: Per diem cost of hospital

burn treatment: $552/day

SOURCE:" Expert Opinion

" Cost of. follow-up phjsician visit: $15/visit

Burn Severity <15% 15% - 60% >60%
. 3rd Degree -
# burns status quov 4 12 -5
# days in hospital 42 120 180
~ # of physician visits 23 23 23
Total cost/burn $ 27,712 $ 78,537 $ 117,633
Total status quo cost $ 110,849 $ 942,444 ~$ 588,185
2nd Degroe
" # burns status quo ‘8 ’ 8 0
" # days in hospital 21 80 60
# of physician visits 12 12 12
Total cost/burn $ 13,864 $ 39,278 $ 39,278
Total status quo cost $ 110,912 $ 314,208 $ s
Patal '
- # burns status quo 3
# days in hospital 30 :
# of physician visits 30 N/A N/A
Total cost/burn _ ~$ 19,998 )
Total status quo cost $ 59,994
All Burhs
* Total Status Quo Cost $2,126,572
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burns of - varying ‘severity. Deflmtwe data on length of hospxtal stay - or
costs associated with the treatment of burns from chﬂdren's sleepwaar are
not readily available. .

The Hospxtal Medical Reoords Institute has a data base which could provxde
a breakdown of length of hospital stay by burn severity, for children
treated for clothing burns in Canada. However, this would have required
added time for special computer runs, and was infeasible within project
deadlines and resource availability. Instead we spoke with paediatric plas-
tic surgeons who deal with clothing burns and had them  estimate . the
length of hospital stay and number of physician visits for each burn cate-
gory. These estimates multiplied by the daily cost of treating a burn in
each severity category would yiald total costs per burn. However, the use
of global budgeting in provincial health care systems precludes an analysxs ..
of hospxtalizatxon costs by diagnosis. .

To estimate daxly oosts of burn treatment, we took an average per dxem
rate across ali diagnoses (provided by the Hospital for Sick Children in
Toronto) and increased this by 20%, as an approximation of actual costs.
On this basis, the average costs incurred as a result of a sleepwear .burn
in each ategory would be as shown’'in Exhibit D-7, opposite. - Using Dr.
Stanwick's estimate of the current number and distribution of burns,; total
status quo costs for the treatment of children‘s slespwear burns would
“total about 32 million annually. ‘

The health care costs which would be incurred under each regulatory
regime can be calculated by multiplying QCF estimates for each burn cate-
gory by the corresponding cost estimate in Exhibit D-7. The sum of these-
costs subtracted from the status quo total costs, yields the estimated cost.
savings from reduced burn incidence and severity for each option.

Lt
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RESULTS OF THE QCF SURVEY
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APPENDIX E _
ESTIMATES Of BURN SEVERITY AND INCIDENCE -
QUALITATIVE CONTROLLED FEEDBACK RESULTS
INTRODUCTION
The best data which exists on the current incidence and severity of sleep- -

wear burns to children, comes from a 1982 study by Dr. Richard Stanwick.
The 1982 -study indicated that a total of 21 burns due to sleepwear may

- occur in any one year, and that 1 or 2 of these burns may result in death. .

However, this study only covered tertiary burn treatment units, and as a
result, these estimates do not cover all children's sleepwear-reated burns
which occur. Dr. Stanwick's judgemental estimate of the number of slesp-
wear burns occurring in any one year is 40 to 50 burns with 2 tc 4 of
these resulting in death (see Attachment 1 to this Appendix). - :

There is no definitive experimental data with which to estimate the impact..
¢f the regulatory options on the current incidenca and severity of
children's sleepwear burns. As an ‘approach to estimating impacts on -
sleepwear burns, a survey technique known as Qualitative Controlled:
Feedback (QCF) was used. .

QCF is an iterative survey technique which uses a panel of experts to esti-
mate quantitative data in an area of interest. . The process is iterative in
that there are two or more rounds to complete. In the first round, the
panel is asked to complete a questionnaire giving reasons for answers.

- These reasons are compiled on a "composite reason list" and this is sent

out with the subsequent round questionnaires. QCF differs from the
related Delphi technique in that summary statistical measures of the earlier
round results are not provided. This is to avoid biasing responses.
towards the mean which has been noted in the use of the Nelphi techniquc.

.. The reasons of other group members provide the only stimulus to change P
. responsss from earlier iterations. As the anonymity of panal meémbers is- . . . ! [

preserved, status hierarchy effects on judgemen.s are avoided as well.

THE SURVEY PROCESS

" Respondents for the QCF were assembled using a snowbail techxiiq‘ug; i.e.,
_ that certain well-known experts were.approached tg take -part in the -

survey. These experts were then asked to provide names of others with

backgrounds' suitable to thé task of assessing the impacts of new regula=' .

tions.. As a result of this process, our assembled panel consisted of 16 ..
medical and textile professionals. Collectively, panel members had experi-
ence .in the U.K., Canada and the United States in the area of sleepwear - .
flammability and burn treatment. A list of the QCF panel respondents.and
their credentials is includes as Attachment 2 to this Appendix. . . -
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A written questxonnalre was sent to the designated panel of experts. This
questionnaire is provided as Attachment 3 to this appendix. As part of
the instructions to the questionnaire, each of the three regulatory options
was described in detail. Respcndants were also given an approximate .
annual breakdown of yearly sleepwear burns, classified by extent of burn
(<15%, 15%-60%, and >60% of body), and burn severity (major/3rd degree
and minor/2nd degree), as well as the number of fataliies (exclusive of
the extent of burn severity categories). This breakdown was based on a
hypothetical total of 100 burns (rather than 40) to ensure that shifts
between categories of burn severity and burn extent would be captured.
The distribution of burns within this hypothetical 100 is meant %o be
" representative of the actual distribution of the estimated” totdal number. of
burns (40). However, it must be stressed that the figure of 100 was
chosen for analytical convenience. For the purposes of analysing actual

expected impacts, the estimated 40 status-quo burns were scalsd by.the

results of the QCF. This is to say that the results of the QCF survey for
each regulatory option were transiated into equivalent impacts on a status
.quo total’ of 40 annual sleepwear burns. . .

~ Respondents were asked- to assess what relative changes would occur _in
each of the 7 quostionnaire cells (3 extent of burn categories times 2
. degree categories plus one fatality category) for each regulatory option.
They were also asked to indicate the relative number of buras which would
" not occur under each of the regulatory optons but which do occur in the
status-quo case.  This category was inserted to onsure the new totals-
added to 100. . .

In order to meet the project deadlines, responses were collected by tele~
phone. A composite reason list*¥ was compiled, and sent back to each of
the first-round respondents., - They were then asked if, based on these
reasons, they would change their first~round responses. Only one indivi-
dual changed his response, and the modification was minor. In the discus-
sion of results in the following section, we incorporate the:second-round
ostimates of that one individual into the first-round responses of each of
the other experts. A total of 16 individuals responded to the question-

naires.
RESULTS
Third Dogrée Burns

"Bxhibit B-1, overleaf, shows the average response for each of the ques-
tions, with the range in parenthesis. As seen in this Exhibit, the.number
of third degree burns covering lsss than 15% of the body is sstimated, as
an average, to increase by 70% under o;:txon 1, i.e., to go from 16 to 17.
However, it should be noted that there is a wide dwersxty of views eon this

* This composite reason list i3 Attachment 4 to this Appendix.’

-
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EXHIBIT E-1

INPACTS OF REGULATORY OPTIONS
ON BURN SEVERITY AND INCIDENCE

(actual range of estimates)

) Extent of Burn (% of Body Area)
<15% 15% ~- 60% >60% Total

numbers inside the parenthese represent the actual range of values.
.Numbers add-up to 100 under each option.

e 3pd degree and 2nd degree corresponds to the accapted medical inter-
pretation of these burn severity categories.

*3x A h pothetuzl 100 burns  was used as the base case for respondaﬁ
’ to the QCF.
sleepwear burns which actually occur annually.

- N/A means not. applicablew

Burn Severity
3rd Degreo** Frwrn # # #
Status Quo 10 30 . 15 . 55
Under Option 1 17 (2-45)* 16 (0~40) 5 (0-10) 39 (11-70)
Under Option 2 19 (1-49) 1 (0-23) 3 (0-10) 32. (5-75)
Under Option 3 20 (0~59) 10 (0-25) 2 (0-5) 32 (0-80)
2nd Degree**
Status Quo 0 20 0 40
Under Option 1 23 (5-45) 12 (4-25) 0 (0-0) 35 (20-57)
Under Option 2 26 (7-58) 1 (2-30) 0 (0-5) 37 (12-78)
Under Option 3 26 (5-60) 10 (0-28) 0 (0-5) 36 (8-78)
Non-Incident
Status Quo- N/A*#*». N/A N/A 0 N/A-
Under Option 1 N/A N/A N/A 23 (0-66)
~Under Option 2 N/A N/A - N/A 29 (0-83)
" Under Option 3 N/A .. N/a - N/A . '30. (0-88)
_Fatal »
. Status Quo N/A  N/A . . N/A 5 N/A-
"Under Option 1 N/A N/A . N/a 2 (0-5)
Under Option 2 N/A N/A N/A 1 (04)
Under Option 3 N/A N/A N/A 1 (0-3)
* -The number outside the pai'entheses is' the arithmetic mean. - The

Numbers 'should be interpeted as the percentage- of
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change. Two experts forecast an increase to 45 (a 350% increase in inci-
dence of these burns), while one forecast 2 and another 5. Physicians
tended to respond higher in this category, indicating that extensive burns
(over. 60% of the body) would tend to be decreased, but small third degree
burns, later requiring grafting, would increase. An overall decrease in
extensive burns is noted in Exhibit E-1 as well. Burns covering over 60%
of the body range from 15 in the Base Case, to 5, 3 and 2 for Options 1, 2

and 3, respectwely.

Several experts responded to the third dagree burn catagory in unusual
ways. One respondent saw major differences in the Options, with third
degree burns covering small areas going from 10 to 20 to 35 for options 1,
2, and 3, and burns covering 15-60% of the body moving from 40 to 20 to
18 for the three options. The reason given was that Option 1 exempted
the most popular types of sleepwear. Several individuals who cited British:
experience indicated particularly sxgmfxcant decreases in third degree.
burns. One of these suggested a drop in small (less than 15%) third degree
burns of 50%, and of large third degree burns of 67%, in Cption 2. A
second expe1! indicated that British and U.S. experience indicated a
complete elimination of large third degree burns under Option 1, and a
reduction of the 15-60% category from 30 to 5 under Option 1.

In general, there are not sizeable differences among the three options for
major burns. Experts who rated low on one option tended.to fellow suit on
other options, and vice versa. This is corroborated by examination of the
correlation coefficients for the various major burn categories. These are
as follows: .

Extent of Burns .

Correlation Between <15% 15%-60% >60%
* Option 1, Option 2 890 .805 +432
Option 1, Option 3 ) <1 Y 720 «617
Optmn 2, Option 3 973 «974 .741

Second Degres Burns - . ..*

On average, the experts saw a small increase in second degres burns
‘covering under 15% of the body, increasing from the current 20 to 23 .
‘under Option 1 and 26 under Options 2 and 3. “However, there was quite a
diversity in opinions on these estimates. For example, the forecast under
Option 2 ranges from 7 to 8. As one would expect, those forecasting a
large increase in third degree burns covering under 15% of the body also
estimated a” similar decrease in-second degree burns covering under 15% of
the body (and vice versa)s Thus the corralation coefficients between
these two estimates are -.685, -.595, and -.541 for Options .1, 2.and 3
respectively. For example, the expert who forecast a reduction in second .
degree burns under 15% of the body to 5 under Option 1 and 7 under
Options 2 and 3 also estimated third degree burns under 15% of the body to
increass to 45 under Option 1 and 47 under Options 2'and 3. This pattern
of an increase in small third degree burns and decrease in small second. -
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EXHIBIT E-2

IMPACTS OF REGULATORY OPTIONS
ON BURN INCIDENCE AND SEVERITY

(95% confidence intervals)

" Extent of Burn (% of Body Area)

Burn Severity  <I5% 15% - 60% >60% Total

3rd Dogres** frer ¥ ‘- #

. Status Quo 10 ©30 15 55 -
Under Option1 17 (11-24)* 16 (11-22) 5 (37) 38 (28-50)
Under Option 2 19 (10-28) 11 (6-15) 3 (14) . 32 (2045)
Under Option 3 - 20 (11-29) 10 * (6-14) 2 (+3) .32 (1945)

_ 2nd Degree**
Status Quo 20 22 0 40
Under Option 1 23 (17-30) 12 (¢-15) 0 (0-0) 35 (29-42)
Under Option 2 28 (17-35) 11 (6-15) 0 (0-1) . 37 (2748)
Under Option 3 26 (17-35) 10 (5-14) 0 (0-1) - 36 (2449)

Non-Incident _

Status Quo " N/A*es ' N/A " N/A N/A-

Under Option 1 N/A N/A N/A . 23 (13-34)
Under Option 2 N/A N/A - N/A 2 (1542)
Under Option 3 N/A N/A N/A 30 (15-45)

Fatal
Status Quo N/A ‘ N/A N/A 5 N/A
Under Option 1 N/A N/A N/A 2 (13)
Under Option 2 N/A N/A N/A 1 (+2)
Under Option 3 N/A N/A N/A r (+2)

-

"hk

LTy

all sleepwear burns which actually occur annually.

The number outside the parentheses is the arithmetic ~mea‘n’. The.
95% confidence interval.is shown in parentheses. Numbers add up
to 100 under each option. . T

‘3rd degres and 2nd degree correspond to the accepfed medical .

interpreation of these burn severity categories.

A hypothstical 100 burns was used.as the base caée for resp’ondin
to the QCF. Numbers should be interpreted as the percentage o

N/A means not applicable.




=St 3"{"\4\ AR TR R Ay

B4

.degree burns was mostly seen in the medical experts, whereas the reverse
pattern was more evident in the scientific/technical experts. :

- For medium. size (15-60% of body) burns, thers was an average estimated
decrease of from 10 to 12 under the three options (from a status quo
number of 20). Again there was a fairly wide diversity of opinion, e.g.,
estimates under Option 3 range from 0 to 28. British experience was cited
for the reasons given in the case of an increase to 28, whoreas U.S.
experience was ¢ited in the instance of a 0 forecast.

Most experts predicted no second degree burns covering over 60% of the
body. It appears that the expert predicting 5 such injuries in Options 1
and 2 likely misread the option. The reason cited was: that tailored
-pajamas leads to increased risk for boys and girls. This indicates that
this one individual probably mistook inclusion for exemption with regard to
rogulation of tailored pajamas.

Non-Incidence

There is tremendous variation in the prediction of non-incidents ranging
from a prediction that there will be no non-incidence (i.e., every burn
.which resulted in injury previously would still occur under each of the
. regulatory options} to a prediction of 88 (88% of previous incidents would.
be eliminated under Option 3). British experience was cited for a predic-.
tion of no increase in non-incidence, whereas British and U.S. experience
was also cited in support of an increase to 76 for Option.3. The 88 was
forecast by an American expert, as was a fairly hlgh 48 for the other
American respondents.

' Fatalities

Fatalities are estimated to reduce significantly under the three options

(from a status quo figure of 5 to 2 under Option 1 to 1 under Options 2 - .

and 3). -One expert, who predicted only a drop-off to 4 in Option 1, felt
the most popular styles were not bsing regulated (he predicted a decrease
to 1 in Options' 2 and 3).- As with other categories, U.S. expenence
- seemed correlated with.fatality estimates; those experts residing m the»
U.S. or citing U. S- experience’ predxcted no fatahtxes.

SUHMARY

Although there is. a wide diversity of opinion on the effects of the three
options, a major influence on the numbers is exerted by several peopls
holding fairly extreme views. Perhaps a somewhat better view of general
" opinion can be seen in Exhibit E-2, opposite, where 95% confidence inter--
vals, rather than ranges, are given. Exammmg Exhibit E~2, we see more
dlearly the following summary results: . .




all third degree burns are expected to significantly
decrease,. except those covering a small body portion
which will increase under each option

& major reduction will occur for second degree burns cover-

ing 15-60% of the body, although second degree burns
covering a small part of the body will show a small
increase in cach of the options

fatalities will decrease significantly in each of the 3
options. _ . :

E-5
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DR. STANWICK'S ESTIMATE OF TOTAL ANNUAL : -
NUMBER OF SLEEPWEAR BURNS ) S
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* THE UNIVERSITY OF MANITOBA PACULTY OF MEDICNE

RE; BURN FREQUENCY ESTIMATES

‘750 Bannatyne Avenue

Depectmenc of Social and Preventive Medlcme Winnipeg, Manitoba _
Canada RIEOW)3

" May 22, 1986

Mr. John Cripps

Peat, Marwlck and Partners
P.0. Box 31

Commerce Court Postal Station
Toronto, Ontario

M5L 1B2

Dear Mr. Cripps:

The numbers suggested are based upon the study I performed in 1981
coupled with what 1s known about morbidity and mortality reporting.

At one extreme, one could claim that the retrospective study I
conducted identified all clothing related burns in Canada. Therefore,
the number of such events. would number 21, with one to two fatalities
per year.

"The scenario described above, is not in keeping with known trends in
morbidity and mortality. Not all clothing burns would be seen in the
tertiary care centers. A numher of children would die prior to arriving
at the tertiary care centers, either in thelr homes or at community
hospitals. As well, a number of comunity hospitals are capable of
providing care for children who are not too badly burned. Consequently,

a more realistic estimate would be 40-50 sleepwear related burns in Canada |
every year. Both ends of the spectrum would require expansion of the
initial estimate (a few more fatalities and expansicn 1n the mild and
moderate severity categories).

Thus, in generating estimateé, one can be reasonably sure that the.

trends {n clothing burns will resemble those of other forms of trauma.-' . . KBl
However, the only sure way to ascertain the true frequency would be to o R
perform a prospective study sampling from both tertiary and community ° co gl
hiospitals, as well as working with the provincial coroners. T ml :

?lease contact me.if'yoﬁ have any questions or comments on the .' _'.
information I have relayed to you. e ‘ﬁj

"Asgistant ProfeSsor of Pediatrics and o il ';.
Social and Preventive Medicine . L _]

vec lat .
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ATTACHMENT 2

QCF PANEL RESPONDENTS

Respdndent Current Position and Credentials

Dr. Richard Stanﬁick '

Cha.ir.mah, Accideht Prevention Committee,
Canadian Paediatric Society :

- . M.D.

Dr. C.R. Walker " - Director of Perinatal Pediactrics,.Thé Moncton ) @ _ f. ,
. Hospital, Moncton, New Brunswick : e
- M.B., Ch.B. (United Kingdom) FRPGC o A E

(Canada) S .

W.B. Monk = Technical Sarvice Specialist, Dupont Canada
Inc., Kingston, Ontario

- B.A.Sc., P.‘Eng.

Cheryl Jane Leeder - Head Nurse, Burns and Plastic Surgery,
Victoria Hospital' Corporation,  London,
Ontario o : Co b
: Dr. Charles Snelling - Director, Vancouver General Hospital Burn o 2
- Unit, Vancouver, British Columbia : IR

- M.D., F.R.C.S..

Dr. Mike Day = Senior Research Officer, National Research
; Council, Division of Chemistry, Ottawa
5‘ - Ph.D. ’ ) ’
?- Micheline Gragoire - Specification Co-ordinator, Dominion Textile

Inc., Montreal, Quebec . .

= Textile Technologist Diploma.

- Helena Vanderveerd = . Quality Control Manager, St. ‘Lawrence
i Textiles Inc., St. Jerome, Qusbec- ;

-~ B.S.C. Textiles .-

Fred Shippee - -« Director of " Technical Ser'vices,. American
Apparel Manufacturers Association, Arlington,-
Virginia : : L

‘= M.S. (Chemistry)
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Respondent

) Robert Innes . -
Dr. Ron Zuker -
Dr. G.A. Robertson -

Dr. John. D, Crawford -

Dr. K.L. Wilson -
Sara Boileu -
Maura Beam o
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Current Position and Credentials

Executive Director, Alberta Children's Hospi-
tal, Calgary, Alberta

Hospital Administration Diploma

Staff Surgeon, Director - of Burn Unit,
Toronto Sick Children's Hospital, Toronto

M.D., F. O S. {C)

D:rector, Burn Umt (Adult & Paedmcmc).
Health Sciences Centrq, Winnipeg, Manitoba

M.Phil, F.R.C.S. (Eng.) § (C) .

Chief of Pediatrics, Shriners Burn Institute
Boston Unit, Boston, Massachussetts
M D.

-

Plastic Surgeon, Isaak Walton Killam Hospxtal
Moncton, New Brunswick

M.D.
Director of Burn Prevention/Public Relations,

Shriners Burn Institute, Galveston Unit,
Galveston, Texas .

Head of Child 'Safety Centre, Dr. Charles A.

Janeway Child Health Centre, St. John's,
Newfoundiand
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QCF FIRST ITERATION QUESTIONNAIRE
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-office) at 416-863-3610, or me at 613-237- 6402

© E-9'

) ASSESSING THE IMPACT OF
CHILDRENS SLEEPWEAR FLAMMABILITY REGULATIONS

Peat, Marwick and Partners has been contracted by Consumer and
Corporate Affairs Canada to analyze the potential impacts of different
regulatory regimes for flammability in children's sleepwear. One
component of this study is estimating the iricidence, severity and extent:
of burns under the different sets of regulations. In order to develop these
estimates, Peat Marwick is undertaking a specialized expert panel
methodology. known as Qualitative Controlled Feedback (QCF). We ask your -

- cooperation in this procedure as one of the identified experts.

Qualititative Controlled Feedback is an iterative survey procedure. An

"« ‘initial survey is carried out; certain information from this survey is

compiled and fed back in a second iteration. Unlike its counterpart, the B
Delphi procedure, QCF feeds back no numerical information, but only .~
reasons for responses. Thus, if individuals change their first questionnaire
responses, it should be solely due to the we:ght of the reasons g:ven by the
other participants. o

‘We would like you to complete this short questionnaire and send.it to us by'“f: :

mail as soon as possible. However, we also ask you to make a copy of your
responses available to your-secretary who, on your behalf, can read them
over the telephone to us. We will call you for your responses on or about -
March 7, 1986. We will analyze all responses, and send the second .
iteration to you by March 11, 1986. We again-ask you to make a copy of -
your'2nd set of responses to leave with your secretary. We will be calling

- no later than March 20, 1986 for the results of the 2nd iteration. We

apologize for the short notice, but our final analysis must be completed by
March 28. _

All responses will be kept strictly confidential. At the completion of the | :
study, we will send you a summary of resuits,. ie., aggregate esnmates of
impacts and a composite of reasons. ,

| thank you for your cooperation in this important project. If you have any:
questions or concerns please call John Cripps (a consuitant in our Toronto
Yours very truly, -
PEAT MARWICK and PARTNERS'

Dr. David Zalinger
Managing Partner
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" A-PARTICIPANT INFORMATION

- In this section, we would like some information about you. All information

_ will be kept confidential, We will use this information for analytic
purposes only, in particular to see if there are any relationships between
an individual's characteristics and their impact assessments. Any reported
data will ensure that the indentity of the participant cannot be determined
from the data.

@

1. Name:

2. Sex:

3. Organization:

4. Currerit Position:

5. Highest Degree O-btained:

6. Experience in the Area of.SIeepwear Flammability:
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B-REGULATORY REGIMES

Below are given short descriptions of the current regulatory regime, and -
three optional regulatory regimes. These should be referred to when filling
out the information in Section C. Please note that for each option, the '
flammability test standard used is the same. The 3 options differ only in
~ the range of sleepwear styles that the new flammability standard would

be applied to.

Status Quo

The status quo regulation in Canada governs children's sleepwear sizes 0

- to 6x. These garments are tested in accordance with ASTM methed

D1230-61, with the requirement that flame spread times must be greater.

~ than 7 seconds. Under the status quo regime, Consumer and Corporate

Affairs of Canada reports a compliance rate of virtually 100%. Currently. - -
most cottons, poly/cottons and acrylics meet the status quo flammabililty
test requirements. Only some light weight cottons, rayons and other
cellulosic fabrics will not'pass the status quo test.

| Option 1,

The regulations outlined in the Minister's announcement of October 23,
1985, applying U.S. flammability standards for children’ ] ,
robes and nightaowns sizes Q to 14x, effectively banning cotton, linen,
rayon; cellulose acetate, acrylics and poly/cotton blends from these +- _
garments. Polo pajamas, tailored pajamas, baby doll pajamas and sleepers-
would be exempt from these requirements and would continue to-be
subject to the current flammability regulations. These regulatlons would
also exclude sleepwear for infants less.than 7 kg. .

- QOption g

The consensus reached by the Children's Sleepwear Committee. This option - -
would extend U.S: flammability standards to include baby doll and tgllgred -

" pajamas in addtion to nightgowns and robes sizes 0 to 14x (polo pajamas.

and sleepers would still be exempt). This would effectively ban the fabrics
noted in Option 1 for this broader range of sleepwear products. Sleepwear -
for infants less than 7 kg. would still be exempt. - 4




Option 3

All children's sleepwear 0 to 14x would conform to the flammability o R
standard in the U.S., effectively banning the same fabrics as in Option 1 A

for all children's sleepwear garment styles (including polo pajamas and
sleepers). Only sleepwear for infants less than 7 kg, would be excluded :
from this regulation. _ i




s

LN e o i

D aaactaat N

" C-BACKGROUND INFORMATION

" Below is a table which illustrates how burns from sleepwear are currently

thought to be distributed with respect to severity and extent. Although no
definitive data on the current actual number of sleepwear burns is
available, we would like you to assume that 100 burns occur. Because we
are principally interested in relative changes from the status quo, you
should not concern yourself with the accucracy of the base figures. Rather |
they should be used to scale your estimates for the dlfferent regulatory
regimes. : y

Extent of Burn (% of body surface)
4 <15% 15%-60% >60% Total
Burn Severity '

- Major/3rd Degree 10. 30 15 55
- Minor/2nd Degree 20~ 20 0 40
Fatal X - X X 5

100

- We are interested in, the severity, extent and incidence of burns which
- might be expected under each regulatory regime, relative to the status quo
< case. As indicated in the table above, major burns correspond to third -

degree burns and minor bums to second degree burns. Examples of burn- -

- extent, in terms of the percentage of the body burned, are provided below. .
The actual body parts which are burned for any given burn extent, may vary

from these examples:

. 15% of Bod\z Surface: A burn of 15% or less might cover an entire back or
" chest butg_i the arms, legs or head. .

15% to 60% Body Surface: A bum of 15% to 60% mlght cover the chest and
back but m_t the arms, legs or head. i

.. 60% or more. of Body Surface; A burn of 60% or more: mlght cover both
. - -arms, chest, back and head, or more. :

LY
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As further background, Exhibt A, attached, provides an estimated

breakdown of styles of sleepwear garments primarily worn by Canadian

~ children in each size range. This information may be of use in assessrng
how each regulatory regime will affect sleepwear burns. -

Age Ranges

While garment size does not directly imply age, it may be said that in

" most cases a child's age will be within one or two years of the garment
size. As an example, a child wearing a size 8 garment will be from 6 to 10
years old in most cases. Approxrmate age ranges are given for each size
range in Exhibit A.

Effect of 5 yle on Flammability

There is no conclusive empirical data relating garment style to burn
severity or extent. However, loose and flowing sleepwear garments such
as nightgowns and robes, have been involved in more sleepwear burn -
incidents than close fitting garments such as polo pajamas. It is generally
accepted that loose, flowing garments burn more readily as air enters
these garments more eastly. In addition, loose, flowing garments are more
likely to accidently come in contact with ignition sources.

Paotential Garmen ituti

It is acknowledged that as children age they tend increasingly notto wear .
conventional sleepwear This is depicted in- Exhibit A, attached. ltis.
possible thatprice increases in the cost of conventional sleepwear, after
the introduction of new legislation, will result in some substitution of .
types/styles of garments worn to bed by children. Please do not concern
yourself with substitution effects. Assume that garments which may be
substituted for sleepwear, are no more hazardous than the conventional
sleepwear which will be available after the new Iegrslatlon This.seems .
likely to be the case, as underwear (which is tight fitting) is very often * .
substituted for conventional sleepwear. If you disagree with this
assumption you may say so on the questionnaire.
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D - ASSESSING IMPACTS

~There are 3 different tables corresponding to the 3 regulatory regimes,
which we would like you to complete. As was mentioned, we are interested
in the severity, extent and incidence of sleepwear burns under each
regime. Consider the following example below:

Example
| Extent of Burn (% of body surface)
<15% 15%-60% >60% Total
| 7 Burn Severity | | |
Major/3rd Degree 40 T 0 50
Minor/2nd Degree 36 10 0 46
Non-incident X x _ X 2
Fatal ‘ X X X g 2
| “ 100

In this case, the respondent has indicated that |f this reglme werein -
place

.. minor, there would have been 2 fatal burns, and 2 burns would not have
- occurred at all. Of the 50 Major burns which would occur, 40 would cover

~ body and 10 would cover between 15% and 60%. The respondent has also
mdrcated that none of the burns would cover more than 60% of the body

The x's in the table represent values which are not of mterest for the
purposes of this study or are not applicable. These spaces in the tables

- 'should be left blank. Please also note that the sum of all boxes in the total
column must always be 100. : S

Fmally, for each optron we would like you to indicate your reasons (and.
~ assumptions) for these changes. Similarly if there are no changes, we
would like you to explain why you think this would be the case.

- of the current 100 burns, 50 would have been major, 36 would have been

less than15% of the body, and 10 would be cover between 15% and 60%. Of ' _
“the 46 minor burns which would occur 36 would cover less than 15% of the - .-

fiﬁl
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Option 1

The regulations outlined in the Minister's announcement of October 23,

1985, applying U.S. flammamhty standards for children's sleepwear, to

robes and nightgowns sizes 0 to 14x, effectively banning cotton, linen,

rayon, cellulose acetate, acrylics and poly/cotton blends from these

garments. Polo pajamas, tailored pajamas, baby doll pajamas and sleepers
would be exempt from these requirements and would continue to be
subject to the current flammability regulations. These regulations would

also exclude sleepwear for infants less than 7 kg.

Please note: The f:gures in parentheses are the status quo estimates.
These are only provided for you to use as reference figures, and are not -
intended to constrain your response in any way. Please just ensure that the
sum of all boxes in the total column :s 100

Extnthrn°fo i

<15% 15%-60% > 60% Total
Bl rn Severit
| (10 (o) (15  (55)
Major/3rd Degree [ - 3 .
@0 (00 (0 (40)
Minor/2nd Degree [_] [:]_ —J -3
| x) (x) ). (x)
.Non-incident X . X . X ' D
| (x)  (x) (x) (8
| ) 100 IR
.Beasons:
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Qgtlon

The consensus reached by the Children's Sleepwear Commlttee This optlon
would extend U.S. ﬂammablhty standards to include baby doll and tailored

pajamas in addtion to nightgowns and robes sizes 0 to 14x (polo pajamas

and sleepers would still be exempt). This would. effectlvely ban the fabrics
noted in Option 1 for this broader range of sleepwear products. Sleepwear
‘ for infants less than 7 kg. would still be exempt.

" These are only provided for you to use as reference figures, and are not
~ intended to constrain your response in any way. Please just ensure that the

| _Non-ihcident X X X . ]

Fatal X X X 3

Please note: The figures in parentheses are the status quo estimates..

sum of all boxes in the total column is 100.

xtent of Burn (% of rf _
_<15% 15% -60% > 60% Total

Burn Severit
| (10) (30) (15) (55)
Major/3rd Degree ] 1] = =3 »
- S0 . @) (0) (40)
Minor/2nd Degfee|:| 0O ™=@ - |
S ) (x)

(x) o (x) () - (5)

. 100
Reasons:

l
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Qgtio'h 3

All children's sleepwear 0 to 14x would conform to the flammability
standard in the U.S., effectively banning the same fabrics as in Option 1
for all children's sleepwear garment styles (including polo pajamas and
sleepers). Only sleepwear for infants less than 7 kg, would be excluded
from this regulation.

Please note: The figures in parentheses are the status quo estimates.

- These are only provided for you to use as reference figures, and are not
intended to constrain your response in-any way. Please 1ust ensure that the

sum of all boxes in the total column is 100. »

. . Lo

t of Burn (% of body surf

<15% 15%-60% >60%  Total
Bur verit
(1) (30) (15) (55)
Major/3rd Degree [_] D = 1
| (200 (20  (0)  -(40)
Minor2nd Degree 1 [] [ ]
(x) () (x (x)
Non-incident  'x X x O
L) (X)) (5)
Fatal x X X - 3

100 -

. Reasons:
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ATTACHMENT 4

:

COMPOSITE REASON LIST SENT TO QCF RESPONDENTS
ON THE SECOND ROUND
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ATTACHMENT 4

COMPOSfTE REASONS FROM FIRST ITERATION
OF QCF ON SLEEPWEAR FLAMMABILITY
(as sent to QCF respondents)

OPTION 1
- _ Increased temperature of burns with nylon.
- Gowns and robes have been most hazardous.

Regulations are to-make gacments flame-resistant, not fire-proof.

-~  Less severity with non-flowing styles.

- Nylon very hard to ignite.

- Extent of burns influenced by seif~extinguishing fabrics.

- Cotton nightgowns, whose regulation has been important‘ in the
U.S., will have small impact in Canada where they are less common
{wool favoured in lower temperatures).

- The exempted styles are the most popular styles.

- This regulation affects serious burns from robés and loose night-
gowns, but has no effect on close~fitting garments. ’

OPTION 2

"Melt-drip" of thermoplastic fabrics results in third-degres
burns. ’ '

" This regulation will cover over 90% of garments of congern...
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- Regulating tailored _pajamas impacts the incidence of less severe
burns. : ’
- Bufn severity is increased witi'x polyester ignition.
- Tailored pajamas are very rare.
- All gar.ments causing fatalities are regulated by this option.
OPTION 3
- There will -be poor consumer -accept#nce of this.‘ givari.cottoh

preference in polo pajamas and slespers. .

.

- The extra garments regulated affect less than 5% of the popu-

lation. .
- U.S. experiefxce indicates large effect on rﬁajor burns.
- Polo pajamas are- Vi'ery.rare and ;affect only minor third-degree
burns.
- Polo p?jamas and sleepers are not involved in burns, so this option

is equivalent to Option 2.

NOTE: Thxs is a co‘mposit'e of reasons taken from the responses received -
from the QCF panel respondents. . This panel consists primarily of _‘

- medical and textile professionals.

!
:
!
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APPENDIX F
GLOSSARY

Benefit: Anything of value gained as a result of some action. A bene~
fit can be monetary as in the case of a cost saving, or non-monetary as in
the case of a saved life. Project evlauation methodologies generally
compare benefits with costs (see below) to determine. which projects are
most attractive.

" Cost: In economics, it is considered appropriate to define cost in

terms of the value of the alternatives or other opportunities which have to
be foregone in order to achieve a particular thing. As a rasult, the term
"opportunity cost" is often. used in place of cost by economists. Since .
opportunity cost is concerned with the real sacrifice involved in achieving
something, costs are often measured as the amount of resources (of some
kind) used, rather than as money outlays. Broadly, cost is the measure
of what has to be given up in order to achieve something.

Cost-~benefit analysis:- A technique which attempts to set out and.eval-
uate the social costs and social benefits of investment projects, to help to-
decide whether or not the projects should be undertaken. The essential
difference between cost-benefit analysis and ordinary investment appraisal -
methods used by firms is the stress on the social costs and benefits. The
aim is to identify and measure the losses anid gains in economic welfare.
which are incurred by society as & whole if the partl.cular project in qués—
tion is undertaken. Cost-benefit analysxs invclves: -

o a tareful itemization of all relevant dasses of costs and
‘benefits;
o quantification of what can reasonably be quantiﬁed;
‘o a full specification of the complete set of alternatives to

the project under consideration.

"Cost-benefit analysis provides 2 much sounder basis for an- eventual’ deci-

sion and also parmits an estimate to be made of the implicit money values
that must be attached to particular non-monetary benefits and costs in-
order to justify a particular project. . Thus, cost-benefit analysis should

be viewed as.a means of making the best possible information available to
governmental decision-takers, rather than as a mechanical means of malung

decisions. . .

Cost-Effectiveness Analysis: While the costs of a social regulation can’ -
often be estimated with some accuracy in monetary terms, benefits often
prove difficult to measure in a satisfactory manner. Cost-effectiveness .
analysis is an evaluation methodology which seeks to measure costs and
benefits in dollar terms, but only for those items which can be feasibly
measured this way. Other indices are used to measure benefits or costs
which are not measurable in dollar terms. Cost-effectiveness analysis
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often involves comparing ratios of non-douaribeneﬁts to dollar costs
(e.g., lives saved por million dollars cost). This allows projects to be
compared on the basis of performance per dollar, without havmg to value

-all benefits in dollars.

Consumer surplus: The differences between the total amount of money
an individual would be prepared to pay for some quantity of a good, and
the amount he actually has to pay. If we were to ask an individual consu-
mex to tell us the maximum amount he would be prepared to pay rather
than go without some quantity of a particular good, we should generally
find that this exceeds the amoéunt of money he actually does pay, i.e.,
price per unit of the good multiplied by the quantity. -This is because
there is a "surplus" of satisfaction or utility from the consumption of the
good which is not completely swallowed up by the total expenditure on the
good. Tho money value.of this "surplus" satisfaction is the consumer
surplus.

Demand Curve: A mathematical function which relates the total quan-
tity (number of units) of a good which would be bought in the market for
various unit prices. If certain conditions are met or adjusted for, a
demand curve for a product can be constructed from observations of
various combinations of a price and quantity which have occurred for a.

good m the past.

Demand curves can display various degrees of "price elasticity" (see

below). If the demand curve for a good is highly elastic, small percentage .. .
price increases result in large percsntage decreases in quantities pur--'- -~

chased. From this, we can infor that many consumers feel that they are
almost as well off by spending money on substitute items. For products
with inelastic demand curves, large percentage price increases result in’
small percentage changes in quantities purchased. From this, we can infer
that many consumers place high value on the good in. question and are
x'elatwely unwilling to consume less of it. If the price of an’inelastic good -
rises, consumers will often pay the added cost sooner than forgo consump-

- tion of the good.

Klasticity: Defined in general terms, as a measure of 'dégree‘ .of'

responsiveness of one variable to changes in another. Thus, the price
elasticity of demand is the degres of" responsweness of the quant).ty
demanded of a good to changes in its price; price elasticity of supply is.
the responsiveness of the quantity of a good supplied to change in 1ts
price. . e :

Numerically, elasticity ic given by the proportionate change in the depen-
dent variable (e.g., quantity demanded, quantity supplied) divided by the
proportionate change in the independent variable (e.g., price) which

independent of units, and so it can be readily compared for things
measured in different units. = For example, the price elasticity of demand .

for cornflakes will be greater ‘than that for Rolls-Royce motor-cars, if the

v

_brought it about.” The resulting elasticity measure is thus a pure number, -

i.'\
js
5
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elasticity> measure for the former is 2, i.e., a 10 percent fall in price

increases demand for cornflakes by 20 percent, and that for the latter is

1, i.e., a 10 percent fall in price causes an increase of 10 percent in
quantity. Since elasticity is a measure of responsiveness of onse variable

to changes in. another, it is implicit in the shape of the demand curves,

supply curves and cost curves used by the economist.

Marginal utility: The increase in total utility (ses below) of consump-
tion of a good which results from increasing the quantity of the good con-
sumed by ons unit. Genera.!ly, marginal utilities are expected to decline as
more of the good in question is consumed, and the consumer bscomes satu-
rated.

Utility: Utility is the total amo(mt of satisfaction or happiness which is

derived from consuming a particular good. This word used as an economic »
term should not be confused with the various common usage meanings of the .

word.

Producer surplus: The excess of total receipts by firms supplying
some good, over the total cost incurred by them in supplying it. In common

parlance, producer's surplus can be thought of as profits above and beyond:.i

the total costs of production and a fair return on investment. Essentially,
producar's surplus arises where some firms have production cost efficien=
cies not had by other firms. As such cost advantages are not thought to
oexist in the sleepwear industry to any great extent, producer's surplus in
the industry is also thought to be nil. : :

Welfare economics: A branch of economics concerned pnmanly with

analyzing the conditions under which economic policies may be sald to have. -

improved social welfare.
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INTERVIEW PLAN
(n set out at the beginning of the Study)

RANGB OF INTERVIEWS

In assessing the effects of the various regulatory optmns under considera-

tion, we will be interviewing representatives from the range of sectors
which stand to be affected. This will include interviews with retailers,
sloepwear manufacturers and fabric manufacturers. Yarn manufacturers
will not be systematically interviewed in thls process. although one or two

‘may be contacted.

Wo intend to interview most major department store retailers as these are

crucial players in determining the effects any regulation will have. We will

. also interview a sample of independent and chain retailexs who carry

children's ‘sleepwear, but without salling geographm representatives across

the country. Likewise, we will interview most major fabric manufacturers:

who stand to be affected by the regulations, as their actions are also key
in determining how others react. Several importer/wholesalers covering
the range of styles, sizes, and exporting countries, will also be inter-
viewed to understand possible effects on them.

‘Our largest number of interviews will be with children's slespwear manu-

facturers, as there are many of these. There is also a considerable vari-
ation among thess firms in size and in the relative importance to their

‘overall business. A cross section will be chosen according to size and .
sleepwear importance, such that we have good coverage of the range of

these firms.

In addition to interviews with domestic manufacturers and retailers, we will

also conduct several interviews with members of the U.S. Consumer Product

Safety Commission, the American Textile Manufacturers Institute, and ..
perhaps several U.S. manufacturers. The general effects of flammability .
‘'standards’ in the U.S. may indicate the possxble effects of sxmﬂar'

standards to be implemented in Canada..

OVERVIEW OF INTERVIEW PROCESS.

. Interviewers will mtroduce themselves, outlme the nature of the study,

explain Peat Marwick's role in the SEIA, and then proceed with a relativaly

open-ended line of questioning. The goal of interviewing at this stage will "

primarily be to achieve a qualitative and directional understanding of

industry linkages (e.g., between retailers, sleepwear manufacturers and -

fabric manufacturers), and to understand-what kinds of responses might

. occur in the various sectors. Wé also wish to determine how members of

each. sector anticipata ‘that their suppliers and customers will react and how

this will impinge on their own. reactions. The topics in the Interview
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Checklists will be used to guide the interview, and quantitative estimates
will be sought where possible. However, the emphasis will be on achieving
a qualitative undorstanding of the questions outlined in the Interview
Guide.  Quantitative estimates will primarily he developed later, from
further interviewing and from what we have inferred-from qualitative
interviews. Where the effects of the proposed regulation are concerned, we -
will address long texrm (equilibrium)} and short term (transitory) effects.

The effects of implementation date and the range of garments covered by

the legislation will be discussed separately at first. We will seek to under-.
stand what kinds of effects these factors could have on industry, and some .
idea of the magnitude of the costs implied by different timing and garment

ranges. Wo will then consider the specific timing and garment ranges

within each option, aud attempt to understand the differential effects of

these. Each regulatory option will be discussed separately and assuming

the "base level" information campaign. The effects of an enhanced infor-

mation campaign will be discussed separately.

Interviews will follow a format similar to that outlined below in the Intervieﬁ

Guide. This is meant to provide an example of the foxmat of the interview.
Interviewers will not use this interview guide verbatim.

INTERVIEW GUIDE
(i.e., the general sequence of comments and questions to be used)
Overview

Our purpose in doing this study is to try to assess the likely effects of .
each option being considered, on industry and consumers.  With respect to
industry, we are interested in . the likely effects on the long and short term
profitability of the industry, the potential effects on industry structure,

and on possible employment effects. The consumer response is also
important to understanding the potential effects on industry.

For the purpose of this study, we are oonsidering three possible regulatory
options governing children's sleepwear sizes 0 to 14X. These hypothetical
are being considered in relation to the- status quo regulation -governing

-children's slespwear. These three options differ in the range of styles

that would be affected, but the flammability tests applied would essentially .:
be the same. In addition, -we are considering the impact of alternative )

implementation dates fox these regulatory options.

Each of the threa options involves flammablhty testing smnlar to that whzch
has been implemented in the United States for children's sleépwear sizes 0
to 14X. In the United States, these standards had the eoffect that cotton,
acrylics, acetates and poly/cotton blends were effectively eliminated from
all sleepwear garments covered by the more stringent legislation. Synthe-

" tic substitutes such as 100% polyester and nylon have been used in their
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placo. 1t is expected that the Canadlan regulations would have a similar

. impact on fabric selection. ‘
I would like to discuss with you the unpact of these possible regulatory

options, and the alternative implementation dates.

Effects of Implementation Timing

In general, how would you be affected by date of impleniaritétion of a

flammability regulation? Is this true of all firms in your industry? What

would the likely effects of implementation date be on your customers and.
suppliers? Who would be affected most by different implementation dates -

and why? What is an optimal implementation date for you and why? When
discussing the impact of implementation dates, I would like you to comment
on any actions you have taken and impacts which have already occurred as

a result of anticipated regulatory changes following the Minister's"

announcement of last October.

March /87 Implementation Date

What would bo the specific effects on your company, your customers and ‘

suppliors if new flammability legislation became effective at the retail level
in March of /87. Do the effects differ depending on what garments are
covered by the legislation? Would these effects differ among firms? How
would your company and others in your industry react? How would your
suppliers and customers react?

September /87 Implementation Date

How would the affects you have described for a March implementation date,

differ if the regulations came into effect in September of /87 instead? Would -

your firm react any differently to this implementation date? Would other
firms or segments to the trade react or be affected differently?

March /8_8 Implementation Date
(As with September /87.) .

Garment Coverage in General

- Now I would like you to consxder how varying the range of . styles covered
" by these flammability regulations might effect your business. I would also

like you to consider the likely effects on your customers, and on your

suppliers. In general, what would be the effects of different garment AR

coverages in a regulation? . Would these effects be the same for others in
your industry? How would these effects differ among fxrms?

Option 1: Covering Nightgowns and- Hobes

What would the specific effects be . if these enhanced ﬂammabxhty_
. regulatwns covered only nightgowns and robes? .

.
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What kind of effects might this have on your company and how.do you . !
think you would respond given such a regulation? Would other firms in !
your industry react differently? Who would be affocted most least? Why?

ey
!
f
w How do you think your customers would react, and how would this affect
T your own decisions? How would this change your dealings. with your
m customers? What would you have to do to meet their needs under these new
. conditions? To what extent do you think you would be able to meet your -
o customers' needs?. .
i
4

How do you think your suppliers would react, and how would this effect:
your decisions? How would this change your dealings with your suppliers,
and what would they have to do to meet your needs under these new
conditions? -To what extent do you think your supplisrs would be able to
meet your needs?

Vaeedogeep

Option 2: Including Baby Doll and Tailored Pajamas

Now, what if baby doll and tailored pajamas were added to the garments S : oo o

covered by the regulations? Only polo pajamas and sleepers would still be ' - s s
A ) exempt. How would this effect you (your industry), your suppliers or

O — : your customers? Is this situation much different from the previous case?

al 2
. i How is it most different and for whom?

otz

Option 3: Including All Slespwear Garments

What if the regulation were to include all children's sleepwear garments?

How would this effect you (your industry), your suppliers or your

customers? Is this situation much different from the previous case? How is '
. it most different and for whom? . : ) .

Effects of an Information Cmpngn

It is likely that any changes to regulations regarding the flammability .of
children's sleepwear would be accompanied by an information campaign
undertaken by the government. Another factor I would like . you to
consider is the impact of different levels of resources which the govern-~
‘ment would devote to this campaign. Such-a campaign might make-use. of
shoxrt public service announcements on TV and radio, combinad with short .
videos to be shown at schools and a range of other print material. - Do you
think that the level of resources devoted to such an information campaign
would have any significant impacts on consumer or retailer behaviour as it
relates to children's sleepwear? What would be the nature of any reactions -
or impacts? Would these be significant in size?

I
-1
|
'

INTERVIEW CHECKLISTS g : T T e

The following areas of interest will not be directly and systematically asked -
about, but will be used to_ guide interviews with manufacturers and. . -
retailers. These guides represent "wish lists", and we .do not expect to
obtain all of the identified items -from each interview. The following -
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question areas .will concern bhoth the indilvidual firm and the larger

industry where apphr.able.

possible.
RETAILERS

Quantitative estimates will be sought where

Current Conditions

Anticipated Effects Under
Proposed Regulation
(including reactions which may have
already occurred)

~ type of retailer, kind/
size of business (up-
market/midmarket/

- basic), position in
industry

- industry structure,
number of retailers,
specialization, concentra-
tion/size

- characteristics of con-
sumer demand, consumer
preferences, segments,
volumes, price elastici~
ties, branding

- types/volume of sleep~
wear carried; importance
. of types to sales

=~ sources of su‘ppiy--
domestic/imported

~ costs of sleepwear
carried

- pricing, mVBntory
: pohcuss

cand

"~ % increase/decrease

~ effacts on pncmg. profxtabxhty, cdlear- -

~ anticipated overall reaction of firm,
change in position

- anticipated reaction of others in

industry

- which firms threatened most, stand.to |
lose most/least, difference in reaction -

- anticipated reactions of consumers

~ changes in preferences, substitutions,
changes in volume sold, brand resilience .
to volume loss ’

~ retail substitution, changes in volume

carried, types dropped, impact on

profitability of types

actions necessary to meet new demands
* of consumers, ability to meet demands -

~ anticipated reaction of supplieré

changes in domsstic sources, or.import

- what will suppliers have to do to keep '

business, and_perc_eived ability to do iﬁ ’

ance sale losses
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Current Conditions

Anticipated Effects Under
Proposed Regulation

(including reactions which may have

already occurred)

RETAILERS (cont'd)

timing/planning cycle for
orders

employment

. = effects of implementation date on own

business, suppliers, consumers

- poté;ntiaf employment effect.

CHILDREN'S SLEEPWiIAR MANUFACTURERS

kind/size of business,
other characteristics,
position in industry

industry structure,
number- of manufac-
turers, specialization,
concentration/size profit-
ability determinants

relationship with
-retailers/distributors,
retail order lead times,
relative importance of
different retailers,
number of retailers

_ served, kinds of retailers

_ sexved -

garments. produced,
relative importance of
these, who sold to

“production techniques/
fabrics/costs

"sources of fabric supply -

domestic/import

anticipated overall reaction of firm,

change in position

anticipat;ad reaction of others in‘i‘ndustry_
which firms stand to gain/lose most,
difference in reactions of other firms

anticipated reactions of retailers

changes in volumes, types of garments

demanded. by retailers, substitutions by

retailers, fabrics/styles effectively
eliminated
actions necessary to meet new demands -

_of retailers/consumers

changes in production process, fabrics,

fixed and variable cost changes

anticipated reaction of fabric suppliers
changes in domestic sources, import mix

what suppliers will have to do.to meet
new demands, ability to do it

s AT
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' . Current Con‘ditions‘

" Anticipated Effects Under
Proposed Regulation :
{including reactions which may have
already occurred)

CﬁILDREN'S SLEEPWEAR HANUFACTUBEf{S (cont'd)

amount of direct garment -
_ import/rosale

pncmg/productwn runs/
inventones -

txmmg/plannmg order
cycles

employment

financing structire

FABRIC MANUFACTURERS

kind/size of business,
other characteristics, -
position in industry

industry structure,
number of manufacturers,
specialization, concentra-
tion/size profitability
determinants

ralationship with sleep~
wear manufacturers,
order lead times, relative
importance of different
manufacturers; number

- of manufacturers served

fabrics produced, relative
importance of these, for

‘use in which garments

" tions by manufacturers, fabrics effec—

facturers

% increase/decrease

effects on pncmg, profxtabxhty. mven-
tories, product dxsposal costs -

effects of implementation date on own
business, suppliers, retailers. Optimal"
implementation date

possible layoffs or l'uring

capital spending raqun’ements/working T
capital changes/lender reactions

anticipated overall reaction of firm,
change in position ’

anticipated reaction of others in industry L ,Z.-' -
which firms stand to gain/lose most, :
difference in reactions of other firms

anticipated reactions of sleepwear manu-

changes in volumes, types of fabric
demanded by manufacturers, substitu-

tively eliminated
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Anticipated Effects Under
Current Conditions Proposed Regulation
(includmg reactions which may have
already occurred)

FABRIC MANUFACTURERS (cont'd)

= actions required to meet new demands of
manufacturers/consumers, abmty to do .

it (time)
- production techniques/ . = changes in production process, yarns,
yarns/costs fixed and variable cost changes -
'~ sources of yarn supply - - .anticipated reaction of yarn suppliers
domestic/imported . .. = changes in domestic sources, import mix .

- what suppliers will have to do to meet
new demands, ability to do it

- pricing/production runs/ . - effects on pricing, profitability, inven-
inventories tories, product disposal costs, effici~ -
ency of operation
- timing/planning order . - effects of implementation date on own
" cycdles ) . business, suppliers, manufacturers.

Order, development lead times.
Optimal implementation date

~ employment T - possible layoffs or hn'mg
-~ finanging structure . = - capital expenditures/working capital
: requxrements/lender reactmns.
- ADDENDUM: THE REGULATORY OPTXONS

Status Quo ;

The status quo, that is, the regulations which are currently in’ .place,
governing the flammablhty testing and requn'emants of children's sleepwsar
sue 0 to 6X.

Option 1

The regulations outlmed in the Minister's announcement of October 5'
applying U.S. flammability ‘standards and effectively banning cotton, -
linen, rayon. cellulose acetate, acrylics, and poly/eotton blends, in robes

e




and nightgowns sizes 0-to 14X. (Polo pajamas, tailored pajamas, baby doll. -

pajamas and sleepers would be exempt from these requirements and would

. continue to be subject to the current flammability regulations.)

Option 2

" The oonsensus reached by the children's sleepwear committee; This option
would extend U.S. flammability standards to- baby doll and tailored "

pajamas, in addition to nightgowns and robes sizes 0 to 14X (polo pajamas
and slespers would still be exempt). This would effsctively ban the

. fabrics noted in Option 1 for this broader range of slespwear products.
- Option 3 ‘ '

‘All children's sleepwear 0 to 14X would conform to the flammability

standard in the U.S., effectively banning the same fabrics as in Option 1
for all children's sleepwear garments (including polo pajamas-and sleepers)
without exception. o L
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* . CONSUMER PRODUCTS CCNSUMER SURVEY

'PERCEIVED NEED FOR INFORMATION ON FLAMMABILITY.

IN CERTAIN PRODUCT AREAS

1. CHILDREN'S SLEEPWEAR

2. TENTS AND TENT TRAILERS

MARCH 1986
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1. FLAMMABILITY OF CHILDREN'S SLEEPWEAR ~

) ﬁgipr Conclusion

. Irrespective of how buyers feel about curfent' manufacturer
safety standards on flammability of children's sleepwear, the
majority believe that the industry should provide more _ R c
information in this area. This view is held by three in every =~ 1 ' i ¢
four buyers and represents around a third of all consumers in RN '
general, Buyers are evenly divided about whether warning labels ;
would be adequate or whether there is a need for Government .to - v

" step in and ban certain fabrics. Only around half of buyers ‘
feel public information programs are essential. Overall, the
view is that consumers would prefer to see action taken against.
the manufacturer to reduce the probliem rather than making people
more aware of current risks, )

Detailed Findings . o S

1.1 Incidence of Buyers

— . A total of 39% of consumers claim to have bought an item of
children's sleepwear during. the. last 3 years. - The age profile of
this grOup'shows that over half of all buyers are 25-44, most likely.
buying for children in their own households; and around one quarter
are 45-€4, most.likely buying occasiona\iy either for their own
children or possibly as gifts for'cbildren in relative's families. .

Among the different types of items bought, pyjamas accounts:for over
“one third of buyers; sleepers accounts for roughly: -one- 1n four;
nightgowns ‘account for- roughly one 1n ten. : S el :




1.3 Pencéived Need For Information on Flammability

2 Consumer Consideration Given to Flanmability

. °'°;.°"etth"d of all buyers claim to have considered flammability-of-
.-the item at the time of buying. This figure represents 14% of all-

. consumers “in general. Whether buyers consider flammability tends to
. be 1rrespective of the level of consumer education, the age of the

_“ child for whom the item is bought, or the type of sleepwear {tem
i~purchased. The most significant factor is age of consumer. The
- following shows the number of buyers in each age group who claim they

consider flammability and highlights the increasing concern as age of
consumer increases.

' L Considered
Buyers of Children's Sleepwear - Flammability

Lo 18 - 24 yRAarS.iiiieeiiiieieieeiaees 143
25 = 44 YRArS.iieterittnetrnansinane 3%
"85 - 64 YRArS.iiiuiueiinianiananans -42%

" 65 years plUSieeciereeerenniaroneens 463

A totaldof 57% of buyers.feél it is essentfal m&nufacturens pfovfde
fnformation on flammability of children's sleepwear. A further 21% ...~
feel the information is essential, despite the fact they feel‘

manufacturers a]ready work to strict safety standards.

In total, over thréé in every four buyers believe the 1nformatidn is.
essential to consumers when buying chi]dren s sleepwear, This figure -
The -

presents almost one third of a]l consumers 1in Canada.

: fol!ouing summarizes the key Survey evidence.
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_Perceived Need For Information on Flammability

Among . As Percentage
Buyers of All Consumers

‘Consumers who be11eve 4 ) z
- it is essential manufacturers prov1de
information on flammability......c.c... 57 . 22
- = manufacturers already work to strict
safety standards....ceevececeevecannns 11 .4
- both..----....-....-....-.-....-..-..... 21 .9
= neither. iiiiiiiiiiiiieriseninenannnnees,  _11- L)
NET TOTAL . 100 39

These views are consistent across different consumers. This includes
the fact that both younger -and older consumers are equally agreed on
the need for this 1nfonnation. .

1.4 Provision of Warning Label Féom Manufacturer

Buyers of children's sleepwear are evenly divided about whether the -

provision of warning labels by the manufacturer would be sufficient,

- or whether there is a need to go further and ban the sale of fabrics:
which, despite meet1ng safety standards, can catch fire and burn"

re1at1ve1y easi]y.'

A1though’ there is a nght’ f‘e’hdency for better educated buyers. to
think uarning Tabels would be adequate, on balance consumer opinien
is .largely irrespective of demographic differences. The evidence is

highlighted below.

' Perceﬂved Need For Act1on on Flammability of Children's Sleepwear

Among As Percentage
Buyers of A1l Consumers
. F4

Consumer Views on Possible Action:
- think manufacturer warning labels

would be adequate.cvnrscssvansccnnenae 41 16

- think certain fabrics should be banned.. . - "43 : 17.
= N0t SUM€usecceusseansesnssasionaioonnass 16 - 6
NET TOTAL  © 100 39




i ”:1.5" Pefce1ved Need.For Public Information Programs . =

On. balance, buyers feel it-is essehtial. rather than 1mpoftant but

B  not essential, that Government provide public: information programs .

R warning people about” flammability of - children s sleepwear. Results "
. are as follows. - o A

"Pefceived Need For Public Information Programs

o : , Among As Percentage
Consumers who. think information is:  Buyers of All_Consumers
‘ I g E
= essential...ieneciieennnanonns 48 20
" - not essential but important..... 37 '
- not that iMportant.....eeeeeees.  _18 A
» NET TOTAL 12000 - 39:.

‘8uyers uho feel public information is essential tend to be consumers
with younger children, and consumers with only a secondary level of ’
education. ’

_The fact that buyers.divide equally betueen thpse'who feel -public

information programs are essentjal and those who do not, tends to -

suggest that while consumers .think there is a need to address the .
issue of flammability, the majority feel the problem lies with the -
manufacturerQ Opinion may be divided on how this can best .be
achieved but it seems. that consumers are saying. that any action by
Government should be aimed at getting manufacturers to do something .
. to help the situation rather than educating consumers that -a risk of
flannubility exists. ’






