A COMPETITIVE ASSESSMENT
OF THE U.S. JEWELRY INDUSTRY,
PHASE II: PRECIOUS JEWELRY

Report to the Committee on Finance,
U.S. Senate, Investigation
No. 332-222, Under
Section 332(g)

of the. Tariff Act of 1930

USITC PUBLICATION 2013

SEPTEMBER 1987

United States International Trade Commission / Washington, DC 20436



UNITED STATES IIV TERNATIONAL TRADE COMMISSION

COMMISSIONERS

Susan Liebeler, Chairman
Anne E. Brunsdale, Vice Chairman %

Alfred E. Eckes &\

Seeley G. Lodwick
David B. Rahr

and Walter S. Trezevant
factures Division

Office of Industries
land Heginbotham, Director

Address all communications to
Kenneth R. Mason, Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



Preface

On January 8, 1986, at the request of the Committee on Finance of the
U.S. Senate 1/ and in accordance with section 332(g) of the Tariff Act of 1930
(19 U.Ss.C. 1332(g)), the United States International Trade Commission
instituted investigation No. 332-222, A Competitive Assessment of the U.S.
Jewelry Industry. The Commission was asked to issue two consecutive
reports--the first examined the conditions of competition that fected the
costume jewelry segment of the U.S. industry and second, the con

competition that have affected the precious jewelry (including precious metal
chain) segment of the U.S. industry. 1In each report, the Commj n s asked
to provide information on the key economic factors in the VU.§ .
competitive factors including price, quality, design, mark es,
employment levels and trends, and government standar n eg as to
the country of origin and precious metal content m g of\ jewe , including
Customs procedures for enforcing such standards and regulatio

Notice of the investigation was given by /posting copi
investigation at the Office of the Secretary,\l.
Commission, Washington, DC, and by publication\g
Register (51 F.R. 3272, Jan. 24, 1986). 2

of the notice of
ternational Trade
notice in the Federal

No public hearings were conducted investig however,
Commission Staff were invited to, dged <$he N ewelers of
America (JA) 3/ trade show, during MAY 4, 1987 ,\fo e purpose of
interviewing industry representativ adé ma S. addition, the
Manufacturing Jewelers and Silvé ) 4/ sponsored three
industry forums to discuss t rst m was held on
March 4, 1986, in New York, @% on April 1, 1986, in
Providence, RI; and the i 1986, in Los Angeles, CA.

i i hase of this study, the

and from U.S. prodi i upchasers of costume and precious
jewelry.

In the<course of this in exffxfﬁmn, the Commission collected data and
informatio questionna S to U.S. producers, importers, and

; N
I‘

cious je In addition, information was gathered from
priv Nrees, the industry forums, overseas posts of the
Stad xreign field work in Arezzo, Milan, Valenza, and

rviews with industry executives representing

1/ The request from the Committee on Finance is reproduced in app. A.

2/ A copy of the Commission's Notice of Investigation is reproduced in
app. B.

3/ JA is the national trade association of retail jewelers, representing
approximately 12,000 members.

4/ MJSA is the principal trade association for domestic jewelry
manufacturers, representing some 2300 members.

5/ A discussion of the survey design and methodology appears in app. C.
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Executive Summary

The United States has a large and highly competitive market for precious
jewelry. The apparent consumption exceeded $5 billion in 1986 and imports
came from every major producing country in the world. Precious jewelry may be
defined as any article of personal adornment that is made of precious
materials. Precious materials include precious metals, such gold, silver,
and platinum, and precious and semiprecious gemstones (includin
not cultured pearls). Precious jewelry is often categorized
precious-metal jewelry or gemstone jewelry depending on the
used. Gemstone jewelry usually contains some precious me
as one or more gems. The most common articles of preci
bracelets, earrings, pendants, and necklaces.

In recent years, there was a substantial increas
precious jewelry in the United States, with 5
imports. During the 5-year period covered

direct result of the substantial declin
constitutes a major portion of the cos
especially precious-metal jewelry.
speculative demand for jewelry d
the effect of the increase in sup

increased only slightly, ~ns§§::a al increase in the share of
the U.S. market supplie This ,\~ as increased from
31.1 percent in 1 t . ercent ino precious-metal jewelry, from

emsto§ @9‘ ry, and from 23.4 percent to

ee apparent reasons for this rapid market
st he decline in the price of gold during
5‘%@ an advantage to foreign suppliers. Because
;\.\ t nearly identical prices worldwide, the
'Q\QQ:\yaterial costs of producing precious jewelry
f\<§§ creased the relative importance of the cost of
ahor, and consequently favored foreign suppliers with
S , that the appreciation of the U.S. dollar that
red edrly on and during most of the study period reduced the relative
costs of the local value-added for foreign producers while the dollar cost of
purchysing foreign goods declined. Finally, that there has been an increase
in sales in the United States by several nontraditional foreign suppliers,
many of whom receive preferential tariff treatment under the Generalized
System of Preferences.

Data on the U.S. precious jewelry industry and market are provided in
table A. This is followed by the major findings of this investigation.
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Table A
Profile of U.S. precious jewelry industry and market, 1982-86

Percentage Percentage Average
change, 1985 change, 1986 annual change,

Item 1982 1983 1984 1985 1986 from 1982 from 1985 1986 from 1982
Apparent consumption....million dollars.. 3,669 3,921 4,556 5,097 5,313 38.9 4.2 9.7
Precious metal.........ce00uese..do.... 2,505 2,653 3,206 3,569 3,785 42.5 6.1 10.9
GemStoNe....ovvervecrnncnncnsesdoa.. 1,164 1,268 1,349 1,528 1,527 31.3 0.1 1.0
Shipments 1/......ccevvevvnnnnnesaado.... 2,927 3,160 3,455 3,482 3,476 19.0 -0.2 4.4
Precious metal.......ceceeenevendoo... 1,772 1,922 2,219 2,112 2,160 1 2.3 5.1
GEMSLONe...oevvecennercecnanasesalOoa.. 1,155 1,238 1,236 1,37 1,315 -4.1 3.3
Imports 2/...... [ . . F 857 818 1,196 1,728 1,986 14.9 23.4
Precious meta) 2/................do.... 718 779 13.1 21.8
Gemstone 2/..... ceessesesenanas ..do.... 19 99 0 36.5
Imports to consumption ratio....percent.. 23.4 22.4 -
Precious metal...... ceeeseens veesdo.... 3.1 29.4 - -
(€123 7, Y . |, J 6.8 1.8 - -
Exports 2/..............mi1lion dollars.. 14 m 29.8 6.7
Precious metal 2/................do.... 45 a8 52.6 1.9
GemStone 2/.....ccenerencecenens loose. 10 69 8.8 -3.0
Ratio of exports to shipments...percent.. = 3.9 3.7 - -
Precious metal...................d0.... 2.5 2.5 - -
Gemstone.....cccevecrncccccssnsaaado.... 6.1 5.6 - -
Trade balance 2/........mi1lion dollars.. -142 13.8 25.4
Precious metal....cccoceeeeeesesado..., -133 n.s 22.0
-9 35.7 120.6
Capacity utilization: 2/........percent.. ¥y k74 3
Employment: 2/
Total............. ceeeeeesaes.NUMbEr, . =2.1 0.0
Production workers...............do.... -2.0 -0.7
Net sales 4/............million dollars.. 10.7 6.1
Precious metal 5/................do.... n.s 6.5
Gemstone 6/.......cc0c0evvenesa.ado.... k74 k4
Net income before income taxes 4/..do.... -35.1 -4.9
Precious metal 5/.......ccc00000.d0.... -29.0 -1.6
Gemstone 6/.......ccceceeteereeeadO.... k74 3
-22.1 2.3
-24.4 -3.3
Gemstone 6/......ccc0eceeenns ¥ k74
Ratio of gross profit :
1.8 1.9
9.4 1.5

1/ U.S. industry total projected from questionnaire responses of a sample of U.S. producers of precious jewelry (see app. C for a
scussion of survey methodology).

2/ rompiled from official statistics of the U.S. Department of Commerce.

3/ Not available.

4/ Compiled from responses of 35 U.S. producers supplying usable income-and-loss data to questionnaires of the U.S. International

Trade Commission. These firms together accounted for approximately 17 percent of estimated U.S. producers shipments of precious

jewelry in 1986. .

5/ Compiled from responses of 29 U.S. producers supplying usable income-and-loss data to questionnaires of the U.S. International

Trade Conmission. These firms together accounted for approximately 23 percent of estimated U.S.-producers shipments of

precious-metal jewelry in 1986. . :

6/ Compiled from responses of 4 U.S. producers supplying usable income-and-loss data to questionnaires of the U.S. International

Trade Commission. These firms together accounted for approximately 2 percent of estimated U.S. producers shipments of gemstone

Jjewelry in 1985.

1/ compiled from responses of 31 U.S. producers supplying usable data to questionnaires of the U.S. International Trade Commission.

These firms together accounted for approximately 10 percent of estimated U.S. producers shipments of precious jewelry in 1986.

8/ Compiled from responses of 14 U.S. producers supplying usable data to questionnaires of the U.S. International Trade Commission.

These firms together accounted for approximately 6 percent of estimated U.S. producers shipments of precious jeuelryjn 190)&.
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1. World markets

o World imports of precious jewelry grew at an average annual
rate of 17 percent compared with a 1 percent rate for all
commodities during 1981-85; however, the growth in imports
of precious jewelry slowed to only 3 percent in 1985.

The United States increased in importance as the world's 1
market for precious jewelry during 1981-85, the latest year for
comparable data are available. The value of U.S. imports more : ubled
from $768 million in 1981 to $1.8 billion in 1985, more than twicp
second largest importer, Saudi Arabia. The United States'
imports rose from 21 percent in 1981 to 41 percent i
share of world imports dropped from 21 percent to an :
Switzerland dropped from 18 percent to 13 percent the\perivd.

its imports at a 33-percent annual rate from \1981 to 1985. “Canada was a
distant second, at 14 percent. France, Japan, q g Kong were also

significant gainers, and those from Saudi\ Arabia erla e United
Kingdom, and West Germany were down (pp. throug —4)

2. World suppliers

o Developed countries ret$ ﬁa:s ‘.& posi ‘w’ S <i‘>he major
leading world suppliers 4f \pretious {éwelry products

during 1981-85 de m rts of most
countries excep® _however -g- 3 from Thailand,
Hong Kong %;_an -\_\&;» IM(’X‘!AA st rowth rates.

\.» g.world suppliers of precious jewelry

In 1981, Italy was the leading
unting for $1.9 billion, or 48 percent
<followed with $514 million, or 12 percent
as third accounting for $366 million, or

¢ France were the fourth and fifth largest
ent and 6 percent of total world exports,

anks of the top three world suppliers remained
hare increased and Switzerland's and West

The United States, ranked in eighth place and with
e s falllng each year through 1984, experienced a turnaround in export

gro in 1985.

In general,
remained large
world suppli
of total w
of world exp

Exports from Thailand, Hong Kong, and Israel showed the greatest rate of
growth over the period, increasing 34.9 percent, 13.9 percent, and 8.8 percent
per year, respectively (pp. 3-1 through 3-3).
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3. U.S. Domestic Market

o Growth of U.S. precious jewelry consumption was significantly
greater than that of per capita personal disposable income
during 1982-86. Generally lower and more stable gold
prices were the major reasons for the growth in

consumption.

Apparent U.S. consumption of precious jewelry increased
$3.7 billion in 1982 to $5.3 billion in 1986, representing
9.7 percent annual rate compared with a 2.6 percent
capita personal disposable income and a 9 percent rat
personal consumption expenditures. The portion
supplied by precious-metal jewelry increased m
period, from 68 percent to 71 percent, as suc
$2.5 billion in 1982 to $3.8 billion in 1986.

major reason for the growth in the value b
substantial decline in the world prigpe of ge
reduction in prices for precious jewe

consumption has been met by incre 1

The demand for jewelry pbecause of reduced
speculative demand. However jewelry products appears
to have risen because of the : in consu Qferences that began during

ices 8).

demand for precious jewelry has resulted
e number of women in the workforce,

those in professional jobs, have considerably more
ir’own control than nonworking women. Certain
re considered an appropriate part of a
'ess wardrobe Women purchase an estimated

U.S. Industry Profile

o In 1986, the U.S. industry of roughly 2,000 firms consisted
mainly of small producers. The 4 largest producers
accounted for less than one-fifth of U.S. producers'

shipments and the 50 largest, for 47 percent.

Numerous mergers, new entrants, and exits from the industry have taken
place in recent years. The Jewelers Board of Trade reports that the number of
jewelry manufacturers (including costume jewelry) increased 30 percent from
January 1983 to January 1986, the period of the most rapid rise in U.S.
apparent consumption. A moderate trend toward decreasing concentration &f!
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precious jewelry production in larger firms has emerged: in 1982, the 4
largest firms accounted for 16 percent of U.S. producers' shipments, down from
18 percent in 1977 and 21 percent in 1972; the 50 largest firms accounted for
47 percent, down from 48 percent in 1977 and 49 percent in 1972. This trend
is the reverse of that for all manufacturing, which tended toward greater
concentration during the period. Approximately 35 percent of U.S. producers
are located in the New York metropolitan area (pp. 5-6 and 5-7).

o In nominal terms, domestic industry shipments rose by
approximately 18 percent during 1982-86, this ing¢reas
significantly slower than the respective increases _in\ V.
apparent consumption and imports. In real terms
shipments rose by 14 percent over that period/:

years, and importers supplied two-thir increase,

@%o

1982-86.

Precious-metal j
shipments in 1982
1986, as consumer

decreased to 62 percent in

e jewelry. Of product types,
s (59 percent of shipments in
standardized parts) and clasps and
7 and 5-10).

drop in utilization can be attributed partly to the increase in
amber of firms and some expansion of existing firms (p. 5-7).

o ‘Distribution channels shifted slightly, with a 4 percent
rise in the share of direct sales to retail outlets,
largely as a result of increased sales by U.S. producers.
This shift may have produced a structural increase in the
level of inventories producers need to supply retailers.
U.S. importers turned to new methods of distribution,

primarily mail-order and television shopping networks, to
sell their products.

During 1982-86, increased direct domestic orders by U.S. retailers
stimulated an increase in the share of total sales by U.S. producers to such ./
outlets from 68 percent to 76 percent. The ratio of inventory to shipments



rose from 26 percent in 1982 to 28 percent by 1986, representing an
opposite trend and almost double the inventory-shipments ratio for
all durable goods manufacturers, which fell from 19 percent (1982)
to 15 percent (1985). Primarily because of declining orders from
retail stores, U.S. importers' share of sales to other retail
outlets, including mail-order and television shopping networks,
increased from 1 percent to 6 percent (pp. 5-13 and 5-14).

o Total employment fluctuated over the period but over
remained unchanged; the number of z
by 3 percent. As average hourly earnings
18 percent and average weekly hours went up

productivity per worker increased by 1 ja;?

UT 1K 5,>a decline in 1986
offset any increase over the period. The overall decline“reported for
production workers was 2.7 percent. Averageé hourly earnings in the industry

increased 18 percent from 1982 to 1986 (mqre-than the .6-percent increase in
the Consumer Price Index), from $6.89 to $8 the 1986 average is greater
than that of $7.54 for workers in allk miscellanedis mai actures, and lower

than that of $9.73 in all manufacturi -percent

s combined to keep

increase in productivity and the in major irpul
price increases at a modest level t&g per -16 through 5-18).
5. Levels and Trends in x d Q

o The depreciatign® - jollar «f"'-._ ng 985 86 benefited
 U.S. exports \of P ‘W ewelry \\ Export levels showed
some deterioration furing 19B2-84 with the ratio of
expbrts to producers' shipmentd-declining from 3.9 percent
to 2\7 percent. Howevep\ during 1985-86, as the dollar
declined, exports intreased’at an annual average rate of
8 percent 4nd the\ratle of exports to producers'
shipments Tose \’\.\\ﬁ percent in 1986.

Ks declined by LY percent, from $114 million in 1982 to $95 million
LN \ bhe strength of the dollar vis-a-vis foreign
and red “\ volatile gold prices. However, by 1986, as the
akened a \‘ prices stabilized, exports recovered to $148 million
eir” share of prducer shipments rose to 4.3 percent. Switzerland, the
pominican Republic, and Japan were the leading U. S. export markets,
pectively accounting for 36, 15, and 10 percent of U.S. exports in 1986
(pp. 6-1 and 6-2).

o Although precious-metal jewelry imports expanded 132 percent
from 1982 to 1986 (23.4-percent annual rate), imports of
gemstone jewelry rose by 246.8 percent (36.5-percent
annual rate); the bulk of these increases occurred during
1982-85. TImports from developing countries under The
Generalized System of Preferences (GSP) accounted for
18 percent of precious-metal jewelry imports and
28 percent of gemstone jewelry imports in 1986.

Although total imports of precious-metal jewelry more than doubled,Xfrom
$857 million in 1982 to $1.7 billion in 1986, those of gemstone jewelry more



than tripled from $79 million to $274 million. The increase in imports of
gemstone jewelry, mainly from Thailand, reflected a shift in consumer
preferences during 1982-85 away from pieces with higher gold content, and from
diamonds, to more competitively priced pieces containing colored gemstones.

The share of GSP imports to total imports for precious-metal jewelry
fluctuated over the period between 15 percent and 19 percent, but erall, it
increased only 1 percent because of reductions in GSP eligibility a
increased usage of other preferential tariff programs, primarily b el and
the Dominican Republic. However, the relative GSP share for(gemsg j
increased annually from 13 percent in 1982 to 28 percent in 19

through 6-7). <§§&u
o U.S. imports under the GSP program more than ed d

the period and accounted for less than one-fifth of afﬁ>
precious jewelry imports. The top thnee\GSP supplers
accounted for 66 percent of total GSP fﬁpqnts in 1986.

U.S. imports under the GSP increased £rom on in
$381 million in 1986. Imports from the five eadlng lier
jewelry under the GSP program accounted for a verage of 931-percent of total
precious jewelry imports from those counv- 986 . ports from
Thailand, the leading supplier under 2 than

fourteenfold, from $7 million in 1982 o ixx‘\a;b. GSP imports
5 , regram, increased 7
Q:6) Imports from Peru,

hén doubled from $16

the third largest supplier undér
million to $47 million (pp. 6-18

<
cy foreign trade more than doubled over

the 4 yeats $ ~' i 82 to $1.8 billion in 1986, equivalent to
' shipments. The increase in import

Ripments. The rapid expansion of imports
reflects necre percent compared with annual increases of less
tha B 1 . %‘

pen i ndrily resulted from the decline in gold prices over the period
which the advantage held by foreign suppliers in other cost factors.
The appregiation of the dollar during most of the study period, and an
increase in precious jewelry imports receiving GSP and other preferential

benefits, also contributed to increased import penetration (pp. 4-4 through
4-8 and 6-18 through 6-24).

6. Leading Competitive Factors

o Domestically produced precious jewelry was reported to hold a
competitive advantage in the U.S. market with respect to
marketing factors, product quality, and an ability to
supply products at various price levels.

Questionnaire responses indicated that domestic producers were rated
higher than foreign producers in all marketing factors. Domestic producers

Xvi



xvii

were rated highest in an ability to deliver products in a shorter time, in

historical supplier/buyer relationships, and in overall product availability.

In terms of product quality, domestic producers were rated better than foreign

producers, but to a lesser degree than in the factors cited above. The

perceived advantage held by domestically produced precious-metal products was

. less than that for gemstone jewelry products in each of the factors favoring
domestic products (pp. 7-1 through 7-3).

o Imported products are perceived to hold a competiégée\grice
advantage mainly because of lower labor costs. _Competitive
advantages from material costs, exchange rates(, other pricing
factors were inconclusive.

Forty-six percent of all responses to Co
that foreign-made products held a current com
market on the basis of price and 28 percent indica
nor foreign products held a competitive

ion\ que ires indicated
ve antage in the U.S.
thatyneither domestic
roximately two-thirds

held a price advantage; however, two-thi rchasers surveyed indicated

that domestically produced product
ed that th eilyed pricing
osts. A gg:ziﬁ ly 60 percent of
uc

ically p or imported products

held an advantage due to lower er1a S percent of producers

indicated that foreign pro i rate advantage, but

39 percent of importers in s o clear advantage to either
; ses regarding other pricing

factors were inconclus as d that foreign products held an

advantage and i oducts held the advantage

(pp. 7-10 thr

U.S. producers and importers i
advantage was the result of lower

d')at retailers, are generally
bant factor of competition.

g for store personnel, are also popular. Most imported

ted by such incentive programs or are supported to a

However, in general, the price advantage enjoyed by imported

roducts reportedly offset any advantage resulting from promotional incentives
7-22 and 7-23).

Xvii



xviii

7. Tariff and Nontariff Barriers

o Preferential duty rates play a minor role in the interna-
tional trade of precious jewelry because most major
suppliers are developed nations; however, they are
important when these countries compete with developing
nations in third-country markets.

Preferential duty rates play a minor role in the international\trade of
precious jewelry since most major world suppliers of precious jewe oducts
are developed countries. Preferential duty rates are imporfant
nations since they permit these countries to expand their expaits.
for precious jewelry products other than chain, develop
compete on such nonprice factors as quality, design,
(pp. 8-3 through 8-5).

An indication of the country of origin
articles in all major markets. In additier
markets require a marking that indicates firfeness o
production. However, there is no un
for such markings. According to a su L e
respondents, this lack of commona y 0 inhik
causing additional costs, both dire irect; H-}
national standards. Other noy tedly include
import-licensing requiremen ] y compliance with local
-§g§:§§>and alleged direct or
8-5 through 8-7).

precious-metal conten

o Ind

f‘§i§§§; to imported precious jewelry
forted after products move through

\\\\

3 of\ questionnaire responses indicated that imported
; is often no® properly marked when it reaches the ultimate
con Existing U.S. Customs regulations permit country-of-origin markings
on certain articles of imported jewelry to be made with gummed stick-on
labels. .S. industry representatives allege that many such labels are later
removed, so that consumers have no ready means to discern whether an item is
domestically produced or imported. A 1986 study conducted by Customs on more
than 3,000 entries of jewelry products indicated that, at the point of entry,

some 21 percent did not have proper country-of-origin markings (pp. 9-1 and
9-2). '
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9. Financial Experience and Investment Responses of U.S. Producers

o The profitability of U.S. producers of precious jewelry
increased during 1983-85, then declined in 1986 because of
an_increase in costs.

Net sales of precious jewelry by U.S. producers, based on usable
income-and-loss data of 35 questionnaire respondents, incre d at an average
annual rate of 6.1 percent during 1982-86, with the largest i ease
(10.7 percent) occurring during 1985-86. Total costs of d kept pace
at an average annual rate of 6.2 percent, but with a ercent
during 1985-86. Similarly, general, selling, and adm
increased at an average annual rate of 7.0 perce iod but also
jumped to 11.3 percent in 1985-86. Therefore, a ty of such
i average annual rate

of -4.7 percent with the largest drop, other than in 83 occurring in
: taxes to net sales

high of 5.2 percent in 1985. The ratio de

; in 1986 (pp. 10-1 through
10-4). \ &
o There was substantial investment \by U.S. --@ S, In pollu—

tion control equipment in 1985 asmany U 8\prpducers
brought their plants Kmﬁmm sral

standards for wastewat pe regulations; however

the bulk of capit Iﬁ&m@- was on
machinery and equi u%}

3 percent of

of precious jewelry increased
86 but remained at about
Discharges of certain metals and
hazardous mat are restricted, under regulations
issued by~the Agency (EPA) that became effective in
1984. §\ also established water pollution standards,

ingent than Federal standards. These regulations

» producers because most precious jewelry is
lating. Further, according to industry sources,
by the Occupational Safety and Health

QI = \ g environment for employees. . However, judging from

d d not cause a net decrease in prof:.tab:.l:.ty in the industry below levels of
or years.

Based on discussions with representatives from industries in Italy and

Hong Kong, similar environmental regulations exist in those countries;
however, they report enforcement to be less stringent (pp. 10-9 and 10-10).
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10. The Competitive Outlook for the U.S. Industry

o The basis for competitiveness of precious-metal and gemstone
products differ, and the U.S. industry faces at least two
distinct trends that control international competition,
one involving precious-metal jewelry and one involving
gemstone jewelry.

In precious-metal jewelry, the U.S. industry competes on the basis of
quality and marketability of products. Foreign competition, principa chain

ci
from Italy, is based on price. The price competition is heaqgly e d by
gold prices, which affect product demand, and exchange-rate fluyct

i

which affect the relative price of finished products. Inp~th al
chain segment of the market, there is some evidence of increas sumer
preference for lower priced imported chain, as shown inc se the
import penetration ratio for chain from about 64 percent te>abou 9 percent
during 1982-86. Although imports from Italy domina ne-made

3 becomes more
competitive. For success in foreign marke U.s. & ers mu ake a
special effort to market their products agg ively~and to e at they
are within established precious-metal qualij tolerance

gold-chain market in the United States, as long g
gold price trends continue, domestically produced

With respect to gemstone product 'rocégérs oﬁée an advantage
because the product was dependent on illed craft The
development and upgrading of industries mET raﬁ§§§§;5;al-supplying
countries is increasing competition frp opi nfries where lower
labor costs, improving crafts a markets, preferential

duty rates, now combine to g advantage. The

\combined with demand for
tiveness. These factors

ne jewelry in the United

of U.S. exports in

specific types of pr
appear to forecast g
States and possibly w

third-country ets §
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Chapter 1. Product Description and Uses

Jewelry includes any articles of personal adornment, such as rings,
bracelets, earrings, pendants, and necklaces. These articles can be made of
precious or nonprecious materials and are often set with natural, synthetic,
or imitation stones, or natural, cultured, or imitation pearls. (\Precious or
fine jewelry is generally considered to be made in chief value of\lany precious
metal 1/ or gemstone 2/, whether precious or semiprecious, used in bination
with precious metal. Precious metal can be either set orcynse L precious
or semiprecious gemstones, or natural or cultured pearls, or use 1\a_part of
the finished article such as the clasp. The price of pre j e
generally moderate to high and determined primarily
materials.

a higher priced
imitation of popular costume jewelry designs. : gold 3/ is the most
common component material of chief valuenin prec ewelry though other
materials, such as diamonds and colored g tones the onent material
of chief value in some articles. Produ r almost

t are made
wholly of precious metal are usually t west priced ég:iix jewelry
products, unless they incorporate signs \eithenr(by ing, engraving,

ace . ﬁgi;gging bands are the

or other similar process. Neck cha
most common precious-metal prod

ets, and
. Ashio ieles are generally
rings, pendants, brooches, and : ggzg» e usually set with or

include gemstones.
N®: O\
- 4 t , t DEe

silver, platinum,
palladium, rhodium
precious metals.

¥o a precious metal with a plating
chanical means, of gold alloy not
ating constitutes at least 1/20th of
xe article. A discussion of the impact of

‘QfeXNto a naturally occurring mineral that has been
\;§§ lemstones are generally categorized as those
ST diamonds, rubies, emeralds, sapphires, and

LR
;;Q% ich are semiprecious, including tanzanite,

abundance, or fashion, and can vary widely in price and quality. Other stones
are also used in precious jewelry, however, they are too numerous to list
here. It should be noted that natural pearls are considered gemstones, but
cultured pearls (those whose nucleus is artificially implanted) are not.

Thus, references to pearls are meant to include only natural pearls. A
discussion of the impact of the gemstone industry on jewelry manufacturing can
be found in app. D.

3/ Karat is the unit for measuring the fineness of gold, pure gold being 24
karats. Hereinafter, abbreviated references to karatage will be designated by
"K." This should not be confused with the "carat" which is the weight
measurement of gemstones. 1-1
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For purposes of this investigation, precious jewelry includes any object
of personal adornment and small articles ordinarily carried in the pocket, in
the handbag, or on the person for personal convenience; and parts, in chief
value of any precious material including precious metals, gemstones, natural
pearls, or precious metal set with gemstones, cameos, intaglios, amber, or
coral, or any combination thereof. Specific materials commonly used in
precious jewelry are varying karatages of gold, silver, gold silver
“filled" metals, diamonds, pearls, colored gemstones (such as

earrings and clips, bracelets (including fashion,
necklaces, neck chains, watch chains, key rings
links, collar pins and clips, tie pins and clips,

pendants, military, fraternal, and similar emblems, ain, provided it is
produced in continuous lengths, made of pre s metal. so included are
insignia and religious articles (including ross chaplets, crucifixes, and
medals) of a purely devotional character, if % e made the materials
described above. The so-called small articles rily d on the
person include cigar and cigarette cases ‘and holders, s tases, coin
purses, card cases, pocket combs, pow hoxes, lipsti rs, money clips,

and similar articles.

According to information g
average of 29 percent of gold
special occasion. However, =
purposes. Three-fourths ¢
account for an estimat
most important gj g
21 percent of pu

A
D e I a al Gold Corp., an
= d markets are for no
i chased for gift
:;} are for women. Women also
hased gold jewelry items. The

mas, for which an average of

t indicate the distribution of gold
ose, occasion in selected world markets.
‘\:gﬁﬂry and parts thereof under the Tariff

US), made of, or containing, the required
luded in this study. For simplification, the

€érences to product groupings refer to those defined below, except as noted:

Rings - Jewelry in the form of a circlet worn
on any of the fingers. This includes
those used as fraternal, college,
school, wedding, and other special
occasion rings, and also any used as
mountings for stones.

o Neckwear : — This item includes a string of
jewels, beads or the like, or a metal
band or chain worn around the neck.
It also includes all chains that are 122
used to suspend a pendant, locket or
other ornament.



1-3

An ornament that attaches to the lobe
of the ear by a small screw, clip, or
by a wire piercing the ear.

o

Earrings

o

Religious articles - A class of objects made to be worn
combining religious uses with
artistic beauty. Included here are
rosaries, medals, crucifixes,
chaplets of a purely devotional
character.

<&

Findings - Standardized parts for je
marketed for use in
repair work. Thi
such as points, pifis,
ring blanks, and other
parts.

Clasps - An attachment\us
ends o neck
bracelet, imi

Other jewelry articles -

o

8 conne the two
neck e

o

o

ing fashion,
atch), brooches,

ials, money clips,
ignia, and pendants.
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Chapter 2. World Markets

After trading places with Saudi Arabia as the world's top importer of
precious jewelry in 1983, the United States became the single most important
world market as U.S. imports nearly doubled during 1983-85, rising to
$1.8 billion, or 41 percent of world imports in 1985. The 23-pepcent annual
growth in U.S. imports during 1981-85 brought about an overall annual increase
of 5 percent for world imports. Largely the result of an increase
supply of jewelry due to the decline in the price of gold, U.S./impc emand
was also stimulated by the weakness of the U.S. dollar duri

period. Table 2-1 lists the top 10 importers of precious j
1981-85 and their respective shares in 1985. Figure PrOVi
Table 2-1

Precious jewelry: Top 10 world importers' impart 81-85, share of world imports,
and share of U.S. exports to each market,.1985 (::i>
05§§§>\

f Change, Share
@ world 1985  of U.S.

<
total, from exports,
Country 1981 1982 4 ﬂ:§l93g; 1985 1981 1985
- Percent—————-
GRS
United
States... 767,15 . 009,41 ,500 1,766,330 41.0 130.2 -
Saudi
Arabia... 748,928 876,851 912154 5,587 696,171 1l6.1 -7.0 0.1
Switzer-
land..... 56,3 526 /563 . 53%,9 697,400 548,603 12.7 -16.4 41.0
United
Kingdom. . 363,203 6?154 538,079 308,320 7.1 -15.1 2.0
France. » 237 9,207 145,311 141,559 3.3 27.3 9.1
West
7 88 162,316 151,615 137,102 3.2 -19.7 1.8
108,343 92,462 103,638 126,811 2.9 17.0 3.8
94,878 112,889 104,442 123,599 2.9 30.3 7.7
ia.... 49,749 50,546 66,589 59,904 57,490 1.3 15.6 1/
- CER 30,756 20,936 28,865 33,901 43,183 1.0 40.4 3.6

total.. 3,582,238 3,714,351 3,630,056 4,348,750 4,313,010 100.0 20.4 100.0

1/ Less than 0.05 percent.

Source: Estimated by the staff of the U.S. International Trade Commission based on
United Nations and national trade statistics.
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of the average annual change in imports of precious jewelry by each of these
countries.

Figure 2-2 illustrates the relative country shares of the major world
importers during 1985. Saudi Arabia, a very close second to the United States

- in 1981 and 1982 and the largest importer in 1983, had ebbed in importance as
a market by 1985, when Saudi imports accounted for 16 percent of the world
total. Lessened o0il revenues caused this sharp reversal in pr@cious jewelry
purchases, which are used by Saudis as a store of wealth.

¢ %
Figure 2-2 &X
Precious jewelry: Major world importers, o
A1l Dther (19.8%) %
tates
; Py ] )

F (3.3%) tnid
rance (3. ?

United Kingdon : © @

(7.1%)

Suitzerland (‘12. ;

r top 10 markets, Canada, Japan, and France,
verage; and in all 3 cases the growth was less
Of the remaining top 10 markets, 3 in addition to
3 et decreases in imports of precious jewelry during
85; arfd imports by 2 of these, Switzerland and the United Kingdom,
ally peaked in 1984. Switzerland, the United Kingdom, and West Germany,
ther accounted for 23 percent of world imports in 1985 and experienced.
An apparent trend in all major world markets has been an increase in imports
of gemstone jewelry. Based on information supplied by the International Gold
Corp., neckwear, rings, and earrings are the most popular articles in most
markets. 1/ The U.S. market will be discussed in greater detail following
this section.

1/ App. F lists the distribution of gold jewelry purchases in selected world
markets, by products.
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In 1985, world imports of all jewelry increased at an average annual rate
of 5.3 percent and amounted to $5.3 billion. However, world imports of
precious jewelry, which accounted for more than 80 percent of the total value
in each year, underperformed costume jewelry with a 4.8-percent average annual
increase versus 8.1 percent for costume. Figure 2-3 displays the relative
share of the value of total jewelry imports accounted for by precious
jewelry. Imports of all jewelry into the United States, the world's largest
market, increased an average of 24 percent per year during 1981-85 and
amounted to $2.3 billion in 1985, 43 percent of the world total\\ For further

app. G.

Figure 2-3
All jewelry: MWorld imports, by type, 1

BT 16%
5.
q-
Billions
of 31
Dollars
21 :
1} 83% 89%
a Wy . } W A : W
19821983
Source: Estimated b e s the U.S.
Internati 1T e mmissi sed on United Nations
and natidrnal tra ati

Arabiay imported just over 40 percent, of the value of U.S. imports in 1985
and accounted for $628 million, or 16 percent, of the world's total. Other
leaders, Switzerland, the United Kingdom, and West Germany, all experienced
declines in their respective imports of at least 15 percent for the whole
period. Other than the United States, France was the only other top five
importer of precious-metal jewelry to register an increase during the period
(30 percent), from $102 million in 1981 to $132 million in 1985.
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Figure 2-4
Precious jewelry: Horld imports, by material, 1981-85
o7 1}% 1}%

4l 8% 3] [
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Dollars

11 §92%| |98%§ 88%
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1981 1982 1983 198

Source: Estimnated by the staf
International Trade Connlssx
and national trade stati

Table 2-2
Precious-metal jewelry: To orters
1mports, and share of U. S each. marke

world 1985 exp
total, from ports,

\\\\‘/) Share Share
% of Change, of U.S.

Country 1981 82 Q\ 1984 1985 1985 1981 1985
OQQ dollars , Percent—————-

85,4 ,X71 800,339 1,060,914 1,543,840 40.3 125.2 -

654,10 96,558 674,695 798,812 628,330 16.4 -3.9 0.1

641,054 513,938 517,916 682,227 531,262 13.9 -17.1 10.5

: 356,904 370,419 411,016 530,145 301,555 7.9 -=15.5 3.1
France . 101,960 100,746 121,258 138,033 132,115 3.5 29.6 3.0
West

Germany... 164,327 138,436 157,390 146,984 129,348 3.4 -21.3 2.7
Hong Kong... 96,258 111,296 84,266 95,253 115,124 3.0 19.6 5.4
Japan..... .o 80,552 101,289 97,710 86,089 99,748 2.6 23.8 14.3
Austria..... 47,150 48,646 64,198 57,306 54,551 1.4 15.7 1/
Canada...... 29,891 20,609 27,131 30,459 40,105 1.0 34.2 6.7
World

total..... 3,309,450 3,348,561 3,187,266 3,878,255 3,829,182 100.0 15.7 100.0
1/ Less than 0.05 percent. B

Source: Estimated by the staff of the U.S. International Trade Commission based on
United Nations and national trade statistics.
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The United States became the world's largest import market for gemstone
jewelry in 1984. During 1981-84, U.S. imports increased an average of
28 percent annually while Saudi Arabian imports declined an average of
8 percent annually (table 2-3). 1In 1985, U.S. imports were three times that
of Saudi Arabia, $222 million compared with $68 million. U.S. imports rose

Table 2-3
Gemstone jewelry: Top 10 world importers' imports, 1981-85, share\uf world imports,
and share of U.S. exports to each market, 1985
(O
are @
(o] <;\;§§%ge, Share
or 85 of U.S.
al,v from exports,
Country 1981 1982 1983 1984 1985 19 1981 1985
——————————————————————— Percent———--——-

United

States...... 81,753 88,584 172.1 -
Saudi

Arabia...... 94,823 180,293 -28.4 1/
Japan......... 14,326 12,316 9 66.5 1.1
Switzerland... 15,318 12,625 3.6 13.2 71.3
Hong Kong..... 12,085 8,399 8,385 11, 2.4 -3.3 2.3
France..... “en 9,277 8,490 ,278 9444 2.0 1.8 15.2
West Germany.. 6,361 4,008 4, , 7154 1.6 21.9 .9
United

Kingdom..... . 6,299 6,765 1.4 7.4 1.0
Canada........ Qg§§3§> 3,078 6 255.8 .6
Spain......... 64 992 .2 2.9 1/
World total... 272,788 365, Q \J0,495 483,828 100.0 77.4 100.0
1/ Less tha 705 pef&é&fjji/

NS o
Source: Esti by the sta*3wg\age U.S. International Trade Commission based on
2 PradeStatistics.

d national \\4‘
N

1985,” or 47 percent per annum, to register an overall decline of

cent during 1981-85. Japan, Switzerland, and Hong Kong were the third,
and fifth largest markets in 1985, accounting for 5 percent, to 1983,
when they peaked at $237 million, and then plummeted by 71 percent

4 percent, and 2 percent of total world imports, respectively.

2.1. Saudi Arabia

Saudi Arabian imports of precious jewelry rose annually from 1981 to 1984
and then dropped significantly in 1985, representing a decrease of 7 percent
overall for the period. 1In 1985, Saudi Arabia accounted for 16 percent of
world imports. According to the latest available statistics, Italy was the
leading supplier of precious jewelry to Saudi Arabia in 1982, accounting for 2-6
over one-half of total imports. Bahrain, Lebanon, and Singapore were also
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major suppliers of precious jewelry to Saudi Arabia. Imports from the United
States amounted to $83,000 in 1985, as the United States was the 12th ranked
supplier to Saudi Arabia. Precious-metal, principally gold, jewelry accounted
for an average of over 80 percent of total precious jewelry imports during the
period. Statistics on the principal gold products imported by Saudi Arabia

. are not available.

Industry sources indicate that the Saudis have an historical and cultural

Therefore, Saudi Arabian imports of precious jewelry closely
in oil prices, their principal export commodity and sourc
0il prices for Saudi Arabian crude oil declined steadily

Q
o

in 1984 can be attributed to an increase in o0il re i gsulted from

2.2. Switzerland

Swiss imports of precious jewelry ros 1984 and
then declined 21 percent between 1984 985. jtzerland
accounted for 13 percent of total 1 orté}in 1985~ dording to the
latest available statistics, the p i 1 share welry imports
decreased from 98 percent in 198 nt i 85<3 In absolute terms,
the value of precious-metal je d 1 ent “during the period. Of

the total value of precious 1
gold (only 18 or higher ka

Switzerland); 2 percent s e
of filled metals.

r 90 percent was made of

1d legally in
e remainder was jewelry made
est Germany were recorded as
, accounting for 18 percent,
Imports from France declined

t, Italy and West Germany rose 5 and
iy was the leading supplier of gemstone
i’ 1985. The United States was ranked

9
nt, of total Swiss precious jewelry imports.
in imports through 1983, such imports from the
increased an average of 16 percent per year to regain the
million level in 1985. According to U.S. export statistics, the share of
to Switzerland accounted for by gemstone jewelry increased from
83 percdent in 1981 to 90 percent in 1983, and after a brief decline to
80 percent in 1984, rose to 87 percent in 1985. Saudi Arabia and Panama were
among other countries whose supply of precious jewelry to Switzerland dropped
significantly during the period.

1/ It should be noted that Swiss trade statistics do not provide accurate
information for analytical purposes because they include the movement of
temporarily imported jewelry through major auction houses in Geneva and
Zurich. Swiss industry sources believe the order of importance of major
suppliers to be, Italy (30 percent), West Germany (20 percent), with France ag
a distant third.
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2.3. United Kingdom

United Kingdom imports of precious jewelry increased 48 percent during
1981-84 and then declined 43 percent in 1985 to $308 million. Overall such
imports decreased 4 percent per annum, from 1981 to 1985, when they accounted
for 7 percent of world imports. The relative share of imports of
precious-metal jewelry remained relatively constant at approximately
98 percent during 1981-85. Imports from Italy, the leading supp

23 percent in 1981 to 28 percent in 1985. Ninety-seven pg§>
imports from Italy were gold jewelry, believed to be neckw
and Singapore were the second and third leading suppliers
in 1985. The leading supplier of gemstone jewelry to
1985 was Switzerland.

54 percent overall, or 17 percent per annum,
$18 million in 1985. s_accounted for 6 percent
of total United Kingdom precious jewelry import ording U.S. export
statistics, the share of precious-metal te’\total ‘jewelrny i s\from the

IR
2.4. France

French imports of precious n <ﬁuring 1981-84 and
then dropped 3 percent in 198 3 percent of world
imports. The share of tota accounted for by
precious-metal jewelry w g 1981-85--about
92 percent. The r to total precious-metal
products increased| from 81 pproximately 85 percent in
1985, and that of rcent to 13 percent. Switzerland
was the leadi
95 percent

for 35 percent of total French
a8 the second leading supplier, accounting

.

gading supplier of gemstone jewelry,

dropped to 2 percent and ninth place, respectively, in 1985. According
to U.S.Vvexport statistics, the relative share of total imports from the United
States accounted for by precious-metal jewelry increased from 37 percent in
1981 to 48 percent in 1984, and then dropped to 16 percent in 1985.

2.5. West Germany

West German imports- of precious jewelry dropped 20 percent (5 percent per
annum) during 1981-85, when they amounted to $137 million. The share of
total imports accounted for by precious-metal jewelry rose from 96 percent in
1981 to 97 percent during 1982-84, and then dropped to 94 percent in 1985. 05_8
precious-metal jewelry imports, the share accounted for by gold rose from
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72 percent to 80 percent, that of silver dropped from 27 percent to

19 percent, and that of filled metals remained at approximately 1 percent
during the period. Italy was the leading supplier of precious jewelry during
the period as it's share of total imports rose from 43 percent in 1981 to

47 percent in 1982, and then returned to 43 percent in 1985. Thailand was the
second leading supplier in 1985, accounting for approximately 7 percent of
total imports.

$3 million, or 2 percent, in 1985. The United States fell
leading supplier in 1981 to 10th in 1985. Approximat
from the United States in 1985 were made of preciou al.

2-9
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Chapter 3. World Suppliers

Although total world exports of precious jewelry increased only 5 percent
during 1981-85, certain suppliers did far better, and success in the U.S.
market was the primary determinant for individual country growth in exports.
With the exception of Thailand, only those top 10 exporters that are major
suppliers to the U.S. market registered increases in exports during 1981-85
(table 3-1). Furthermore, of the top 10 exporting countries that w
suppliers to the United States, only Switzerland registered. a dgcres
world exports, and that occurred after a peak in Swiss export
other four major U.S. suppliers, Italy, Hong Kong, Israel,
experienced average annual rates of export growth of er
9 percent, and 35 percent, respectively (fig. 3-1).

Table 3-1 -
Precious jewelry: Top 10 world exporters' expont :: 81-85, share of world exports,

and share of U.S. imports from each supplier, 1
S A

e
Change, Share

S world 1985 of U.S.
total, from imports,
B4 83

Country 1985 1981 1985
"<§:2} Percent——————
Italy...... 2,291,042 53.7 17.6 58.2
Switzer- -
land..... 723 402,838 9.4 -21.6 5.3
West
Germany. . 366, 342 324,859 341,255 8.0 -6.8 1.8
France..... 57,8 2 266,710 239,244 5.6 -7.2 1.2
United
Kingdom. . 29 78 f?515 448,323 202,818 - 4.8 -32.1 0.7
Hong Kong.: , 754 ,574 181,318 188,398 4.4 68.6 8.8
21,322 138,498 154,763 3.6 40.0 7.9
129,337 116,806 127,359 3.0 -19.3 -
072 101,051 89,730 83,596 2.0 -5.2 1.6
25,276 44,702 53,045 79,916 1.9 230.7 2.5

4,072,133 4,271,147 3,978,297 4,551,574 4,267,566 100.0 4.8 100.0

Source: Estimated by the staff of the U.S. International Trade Commission based on
United Nations and national trade statistics.
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Figure 3-2 depicts the relative shares of world exports accounted for by
the top five exporting countries in 1985. 1Italy, accounting for 54 percent of
world precious jewelry exports in 1985, remained the preeminent supplier
during 1981-85. Switzerland was the second largest supplier over the period,
accounting for 9 percent of world exports in 1985. The United States slipped

- from the number six world exporter to eighth place as U.S. exports dropped

Figure 3-2 &
Precious jewelry: Major world suppliers, 1Sg§§§i§>
All Other
(18.5%)

«

A

United Kingdon
(4.8%)

France (5.6%)

19 percent Quri the period,. ahd\which accounted for 3 percent of world
exports i ,\A~ ncreasingly stiffer competition in
d rkets fr‘%i?\‘: ing country suppliers. This competition was

Appendix  H contains de 5*‘
gt N\
World exports of total jewelry, precious and costume, increased

roent, from $4.7 billion in 1981 to $5.1 billion in 1985. 1/ Exports of
preciods jewelry fluctuated on an increasing trend, rising 4.8 percent
overallfor the period, whereas those of costume jewelry declined from 1981 to
1983 and then rose annually to show an overall increase of 32 percent for the
period. The relative share of total jewelry exports accounted for by precious

jewelry rose from 87 percent in 1981 to 88 percent during 1982-83, and then
declined to 84 percent in 1985 (fig. 3-3).

1/ Reported world exports differ from world imports discussed in ch. 2

because of the variations in reporting and valuation systems of different
countries.
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Figure 3-3
All jewelry: HWorld exports, by type, 1981-85
T 13%
B 1T% 1?% 12% I 16%
5--
¥ | :‘1’
4. N oangs
Billions [] Costane
of 3 N
Dollars ciu@
21 5
87%
-l--
a : : :

1981 1982 1983 1984

Source: Estimated by the staff o he U.S.
International Trade Commission 89 Uni ions
and national trade statisti
<
U.S. exports of all jew d 81- <§§§§z sed at an average rate
of 6 percent per year and 65 milli 1985. U.S. exports of
er s

costume jewelry decljined percent \over iod compared with precious
1 howeve terms of value, exports of
that c e jewelry. For further detail

5 wel total jewelry trade, see

N
\%-\*\ the growth suppliers were those that supply
AN Italy were six times larger than those of the

*35 and accounted for 56 percent of total world
Switzerland and West Germany were the second and third leading world
ers, accounting for 9 percent and 8 percent of total world exports,
tively, in 1985. Combined, such exports from the second through the
fourth leading world suppliers decreased an average of 13 percent during the
period. Thailand entered the ranks of the top 10 world exporters as a result
of Thai efforts to move vertically up the manufacturing ladder from a role as
a supplier of raw materials, particularly gemstones, to a producer of finished
jewelry. Most Thai exports are treated as precious-metal jewelry rather than
gemstone jewelry in world trade statistics because most Thai precious jewelry
contains smaller gemstones and the precious metal accounts for the chief value
of most pieces. ' ’
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Table 3-2
Precious-metal jewelry: Top 10 world exporters' exports, 1981-85, share of world
exports, and share of U.S. imports from each supplier, 1985

Share

of Change, Share

world 1985 of U.S.

<Q§§ggl, from imports,
Country 1981 1982 1983 1984 1985 1 1981 . 1985
1,000 dollars—— - Percent—————-

Italy...... 1,946,586 2,277,099 1,871,261 2,183,513 2,288,256 <i> 17.6 64.3
Switzer-

land..... 482,265 450,118 416,964 9.0 -22.7 5.6
West ‘

Germany. . 353,912 342,337 328,997 7.9 -7.7 1.6
France..... 256,202 217,319 213,952 5.8 -7.1 1.1
United

Kingdom. . 297,620 231,232 365,810 4.8 -34.1 0.4
Hong Kong.. 105,770 127,693 138,217 4.4 72.3 4.9
Israel..... 110,395 113,058 121,1 3.8 40.0 7.6
Spain...... 87,923 86,840 1 2.0 -5.3 1.4
Thailand... 24,163 25,276 1.9 230.5 1.8
United

States... 67,872 44,7 6 515 1.4 -16.7 -
World

total.... 3,915,035 4,?21\2§S 832(9*\\ 4,119,751 100.0 5.2 100.0
Source: Estimated by \fﬁe \Qggﬁérnat1onal Trade Commission based on
United Nations a i

rom the United States dropped from
in) 1982, and then recovered at an average
loh in 1985. Exports by the United States
2’ of the world total in 1981 and slightly

h’exports from the United States, the world's leading supplier,
teased an average of 6 percent per year and amounted to $71 million in

The share of world exports accounted for by the United States dropped
from 57 percent in 1981 to 48 percent in 1985. U.S. exports are highly
concentrated in gemstone jewelry incorporating stones other than pearls, and
suffered from both stiffer competition from emerging suppliers as well as an
exchange rate disadvantage in the developed markets during much of the period.
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Table 3-3
Gemstone jewelry: Top 10 world exporters' exports, 1981-85, share of world exports,
and share of U.S. imports from each supplier, 1985

Share
of Change, Share
world 1985 of U.S.
td£§%< from imports,
Country 1981 1982 1983 1984 1985 198 1981 1985
1,000 dollars——---————————~ N Percent—————--
» <&
United
States...... 89,892 85,159 81,284 67,110 -21.2 -
Switzerland... 31,871 25,369 26,152 -5.5 3.0
West Germany.. 12,196 15,880 13,860 10. 20.7 3.2
United
Kingdom..... 858 2,182 1,805 4.5 670.2 3.0
Hong Kong..... 5,984 6,256 3,357 4.1 2.2 37.0
Australia..... 2,314 1,107 2,502 2.3 49.0 .1
Singapore..... 837 1,048 1,7 0 260.3 1.2
Italy......... 1,895 2,126 47.0 14.7
Korea......... 23 24 11,269.6 .6
New Zealand... 2,145 1,174 -22.7 .1
World total... 157,098 149,927 -5.9 100.0
Source: Estimated by the staff based on
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Chapter 4. U.S. Market

4.1. Domestic market profile

The U.S. market for precious jewelry is the largest in the world.
Americans absorbed more than 40 percent of the world's imports of precious
jewelry and 96 percent of domestic production in 1986. The
precious jewelry is based partly on its consumption value as

personal adornment, and partly on its value as a store of t The
precious metal and gem content that constitutes most t v precious
jewelry historically retained their value when money s have
not. As a result, there is often a high speculative (d¢ma recious
jewelry during periods of economic uncertainty ar inflation.

has decreased.
e precious

currencies. Since then, the speculative de
Industry sources indicate that few
jewelry as an investment.

In addition to price, indust ce§‘mdic product quality and
design are major factors influ i rofluct selection:—" These sources
indicate that American cons n believe t European products are
superior in quality and des{ign, an ten such products. However,

many U.S. retailers indi
products from different
interested in, whet
They indicate 2
This lack of he rigin partially explains a recent
survey by a nati j ication which indicated that more than
87 percen d that karat-marked jewelry they
<3

onses that they group
not know, and often were not
the United States or abroad.

ionnaires of the Commission, the share of the
precious-metal products increased from 68 percent

Following the increased use of gold-filled
's, when gold prices were high and unstable, there

gold jewelry purchased in the United States is 14 karat. Ten karat gold
jewelry accounts for an estimated 13 percent and 18 karat, and above, gold
jewelry accounts for 4 percent. The karatage of the remaining 4 percent is
not known. In addition, certain products tend to be concentrated in certain
alloys. For example, most class rings are reportedly made of 10K alloy,
wedding rings are split between 10K and 14K, and high-fashion pieces are
increasingly concentrated in 18K. Reportedly, only traditional sectors such
as class rings and wedding bands are immune from import competition because
their demand is not as dependent on fashion changes.

1/ For further information see ch. 9 of this report. The cited survey is
discussed in 87.7% of Survey Respondents Violating Trademarking Laws, National
Jeweler, Aug. 16, 1986, p. 50.
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Women play a significant role in the U.S. precious jewelry market and,
based on IGC information, purchase an estimated 87 percent of all precious
jewelry. According to the IGC, women account for 89 percent of total
self-purchases of gold jewelry in the United States. The popularity of
jewelry articles as gift items has reportedly declined somewhat as consumers
are buying more for personal wardrobes. The return of women to the workforce
was a major contributing factor in the expansion of the market during
1982-86. The desire to complement a woman's work wardrobe, by adding a
feminine look to business attire, has contributed to new designs\in precious
jewelry.

Slightly more than one-half of all gold jewelry purcﬁ% e

States goes as gift items, the great bulk of which are for
popularity of jewelry as a gift item contributes to
seasonal nature of the market. Thus, approximatel ual jewelry
sales occur during the fourth quarter of the year. ity of the
precious jewelry market is more significant t e costume jewelry
market because precious products are more e
rather than impulse purchases.

In addition to the seasonality of t
significant role in the market. When the
as a particular article, material, or
short period of time, that element\
to be frequent in the domestic mar
With each new fad, demand for spé
is not significantly affected.
remains popular for a relatj
years, it is considered a_ t
additional years.

et, s ay a
3-mark lement, such
kyrockets relatively

€d to bé(faddish. Fads appear
esi u er very quickly.
v <3 the overall market

trends. If a fad
more than about five
d can last for many

s hey
griod (

m

\'g) example of a fad in precious
. s attained faddish popularity in
the late 1970%s. e popularity of these goods has
remained ste4 isston questionnaire responses, imports of
neckwear, éased from 59 percent of total precious

ent in 1985. 1In 1986, they declined to

jewelry segment of the industry in not as volatile
tyle as costume jewelry, the American consumer expects precious
to be as versatile and as ornamental as costume jewelry. Precious
manufacturers are able to provide new and different looks by using
various finishing methods, altering the color of the metal, and choosing from
a myriad of gemstones. Although many factors affect the popularity of
particular styles in the domestic market, most popular designs are reportedly
based on current styles in Europe, generally with a lag of 6 months to 1 year.

Traditionally, costume jewelry emulated the look of precious jewelry,
however, industry sources indicate that precious jewelry now follows the
trends in costume jewelry. For instance, bold and striking colored jewelry is
in vogue in the costume jewelry market. Precious jewelry manufacturers were
able to achieve this look with deep-colored stones and different metal -
combinations. By following fashion trends, precious jewelry manufacturers 4.
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determine what type of jewelry will be in demand. The use of certain colors
or fabrics tends to dictate the color of metal needed to accessorize popular
outfits. Since silver jewelry costs less than gold jewelry of the same
design, Vermeil, or the use of gold and silver together, are gaining
popularity in the market.

In recent years, cable TV merchandising has become a viable channel of
distribution for precious jewelry. Since late 1986, 12 national home shopping
services have begun operation. Jewelry accounts for an estimated 35 percent
of the total merchandise sold through these operations. trR sources

indicate that jewelry is used as an "anchor" to attra main
audience. The target market for these shows is worki a higher
than average disposable income and little time f se cable

their inventory
from buyouts and liquidations. However, some industry participants allege

that these shows practice deceptive pricing
order to discount, and also question whethe
marks and trademarks. Italian jewelry, imes y gold chain and earrings

erably higher than
e channel of

returns represent 17 percent of sales\\This rate’ is cons

the rate of return for discount sto e most compars
distribution. Qi;:g
ACE 1r

arketing. In the
féwelry products are
groups including sports
arx elry manufacturers. Licensing
is said to have a m nip4 ho identify the licensee's image
e\ hig jewelry market, any marketing
Some producers use licensing as

i i n a price range, as well as to add new
iWi in product distribution that licensing
ks to\licensing include requirements that the
for most designs, or changes in design, and

Pion, manufacturers reportedly pay substantial
ales, to the licensee.

precious jewelry market, co
generally designers', howe

advantage can
a technique t
markets.

sés” in that of neckwear and other jewelry articles, reflecting the
creased popularity of chain in neckwear and bracelets. Apparent consumption
such articles is shown in the following tabulation, 1982 and 1986 (in-

ent of total consumption):
1982 1986
RINBS..vevvenirnvennnannns 46 41
Neckwear.......oooevunnens 21 26
EarringS...voevvvvennsnnas 9 9
Findings.......cov0viivane 9 6
Other jewelry articles.... _15 _18
Total.....ooieevennnns 100 100

43
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4.2. Trends in consumption and import penetration

In nominal terms, estimated apparent U.S. consumption of all jewelry,
precious and costume, rose 37 percent, from $4.8 billion in 1982 to
$6.7 billion in 1985. The bulk of this growth was accounted for by an
11.6 percent per year increase in precious jewelry consumption compared with
an 11.5 percent per year increase in costume jewelry consumption. Further,
the share of metal products in precious jewelry, 70 percent, is~significantly
less than it is in costume jewelry, 85 percent. In 1985, the 1

9 percent greater than in costume jewelry (34 percent co
25 percent). The greatest level of import penetration wa
nonmetal costume jewelry, at 84 percent, with the secqnd
registered in precious-metal jewelry, at 42 percent
14 percent, was registered in gemstone jewelry.

Precious jewelry.--Estimated U.S. consumption of p

adjusted for price changes, increased 55.5 pé
annually, to $5.3 billion during 1982-86. T growth was primarily because
-. e annu increase of
eNannual ggi%i??gfease for
<§Z§§}parent
7. rcent in 1986.
i

As imports more than doubled
consumption increased from 23.3 pe
However, the largest increase i i
increased by 44 percent, to $1. -éi§’

rose from 26.3 percent to 3 ‘ S
The 55.5-percent r hiin con
gold prices, rela to 78 and i consumer demand as a result of

e
rising real per ¢ al disposab come, which increased 11 percent,
from $9,725 in 19 7 in addition, increased marketing
efforts by t to consumer awareness and demand for
precious j gemstone products.

i

of increasing imports, which experienced a rea
984-85 when imports

21.7 percent, compared with a 3.3-percent\averag
§§§E§§§9r penetration ratio

U.S. producers' shipments (table 4-1; fig.\A-1).
was a reflection of stable

E\the domestic market for precious jewelry, grew
Musted for price changes, of 13.5 percent during
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Table 4-1
Precious jewelry: U.S. producers' shipments, exports of domestic merchandise,
imports for consumption, and apparent consumption, 1982-86

Ratio of
o Producers' Trade Apparent imports to
Year shipments 1/ Exports Imports balance coqggmption consumption
---------------- (Million dollars)--- -  (Percent)
1982, ... 000viinnn 2,927 114 857 -74 23.3
1983.....00000nnn 3,160 117 878 -76 22.4
1984......0000ee 3,455 95 1,196 -1,101 26.3
1985....0vvnneeenn 3,482 114 1,728 61 33.9
1986......0000unnn 3,476 148 1,986 837 , 37.4
Percentage change:
Nominal:
1986 from
1982........ 18.8 29.8 131\7 147.6 44.8 -

Average
annual:
1986 from |
1982...... 4.4 7 234, @ 9.7 -
Real: 2/

Q@f
3.9 193. 9.7 55.5 -
Average Q '
annual:
1986 from %
3.3“ @ 21.7 33.7 11.7

\ﬁgsponse to questionnaires of the U.S.

1982........ 1

s-metal jewelry provided by BLS and
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Figure 4-1 ]
Precious jewelry: Apparent U.S. consumption, by
source, 1982-86
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Table 4-2
Precious-metal jewelry: U.S. producers' shipments, exports of domestic
merchandise, imports for consumption, and apparent consumption, 1982-86

‘ Ratio of
Producers' Trade Apparent imports to
Year shipments 1/ Exports Imports balance consumption consumption
Million dollars Percent
1982.....cc00000ee 1,772 45 778 -733 31.1
1983....... e 1,922 48 779 -730 29.4
1984......... ceees 2,219 50 1,038 -988 32.4
1985........ <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>