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REPORT TO THE PRESIDENT
U.S. Tariff Commission
April 21, 1970.
To the President:
In accordance with section 301(f)(1) of the Trade Expansion Act
of 1962 (76 Stat. 885), the U.S. Tariff Commission herein reports the
results of an investigation made under section 301(b) of that act, re-

lating to barbers' chairs with mechanical elevating, rotating, or re-

clining movements and parts thereof.

INTRODUCTION
The investigation to which this report relates was undertaken to
determine whether--
barbers' chairs with mechanical elevating, rotating, or
reclining movements and parts thereof, provided for in
item T2T7.02 of the Tariff Schedules of the United States
are, as a result in major part of concessions granted thereon under
trade agreements, being imported into the United States in such in-
creased quantities as to cause, or threaten to cause, serious injury
to the domestic industry producing like or directly competitive
products.
The investigation was instituted by the Commission on December
31, 1969, upon petition filed under section 301(a)(1l) of the Trade Ex-
pansion Act of 1962 by the Emil J. Paidar Company, Chicago, Illinois--
one of two principal damestic‘producers~-and certain labor unions.
Public notice of the institution of the investigation and of a

public hearing to be held in connection therewith was given in the

Federal Register of January 6, 1970 (35 F.R. 212). The hearing was
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held February 3-4, 1970, and all interested parties were afforded

opportunity to be present, to produce evidence, and to be heard. A
transcript of the hearing and copies of briefs submitted by interested
parties in connection with the investigation are attached. l/

Also, upon the petition of the Emil J. Paidar Company, the Tariff
Commission on December 31, 1§69, instituted a firm investigation under
section 301(c)(1) of the Trade Expansion Act. 2/ This investigation
was consolidated with the investigation of the barber chair industry,
pursuant to section 403(a) of the act.

Previous to these investigations, the Commission conducted three
Jjoint investigations concerning barbers®' chairs and submitted reports

thereon to the President on Jamuary 22, 1968. 3/

1/ The transcript and briefs were transmitted with the original re-
po;% sent to the President.

2/ The Kcken Companies, Inc., of St. Louis, Mo., the other major
prsﬁucer of barber chairs and parts was not a petitioner for these cur-
rent investigations. On Sept. 15, 1969 the Koken Companies, Inc. sold
its manufeacturing facilities to Riverview Manufacturing Co., Missouri,
Inc., St. Louis, Mo., a subsidiary of the Takara Company, New York,
Inc., the prineipal importer of barber chairs from Japan. Riverview
Manufacturing Co. was not a petitioner for these investigatioms.

3/ These reports were: 1. Barbers' Chairs, Report to the President
on Investigation No. TEA-I-11 Under Section 301(b)(1) of the Trade Ex—
pansion Act of 1962 (TC Publication 228). 2. Barbers' Chairs; Emil
J. Paidar Company, Report to the President on Investigation No. TEA-F-
T Under Section 301(e)(1l) of the Trade Expansion Act of 1962 (TC Pub-
lication 229). 3. Barbers"' Chairs; Koken Companies, Inc., Report to
the President on Investigation No. TEA-F-8 Under Section 301(c)(1l) of
the Trade Expansion Act of 1962 (TC Publication 230).




FINDINGS OF THE COMMISSION

On the basis of its investigation, the Commission is divided into
two equal groups with respect to whether barbers' chairs with mechani-
cal elevating, rotating, or reclining movements and parts thereof,
provided for in item T27.02 of the Tariff Schedules of the United
States (TSUS), are, as a result in'major part of concessions granted
under trade agreements, being imported into the United States in such
increased quantities as to cause, or threaten to cause, serious injury
to the domestic industry producing like or directly competitive arti-
cles.

Chairman Sutton and Commissioners Leonard énd Newsom find that
such chairs and parts are not, as a result in major part of conces-
sions granted under trade agreements, being imported into the United
States in such increased quantities as to cause, or threaten to cause,
serious injury to the domestic industry producing like or directly
competitive articles.

Commissioners Thunberg, Clubb and Moore find that such chairs
and parts are, as a result in major part of concessions granted under
trade agreements, being imported into the United States in such
increased quantities as to cause serious injury to the domestic
industry producing like or directly competitive articles. Section
301(e) of the Trade Expansion Act of 1962 requires that if the Commis-
sion finds serious injury to an industry "it shall find the amount of

the increase in, or imposition of, any duty or other import restriction



on such article which is necessary to prevent or remedy such injury

and shall include such finding in its report to the President." In
accordance with this requirement, Commissioners Thunberg, Clubb and
Moore find that should the President elect to remedy the serious |
injury to the domestic industry by means of an increase in import
restrictions, an increase indthe TSUS Column numbered 1 rate of duty
for such chairs and parts to a rate of 27.5 percent ad valorem would
be necessary.

In a situation of this kind, section 330 of the Tariff Act of
1930, as amended by section 201 of the Trade Agreements Extension Act
of 1953, requires that the findings of each group of Commissioners be
transmitted to the President, amd provides that those of either group

may be considered by the President as the findings of the Commission.



VIEWS OF THE COMMISSIONERS

Views of Chairman Sutton and
Commissioners Leonard and Newsom
Our determination is in the negative for the reason that the con-
ditions imposed by section 301(b) of the Trade Expansion Act of 1962
(TEA) have not been satisfied. In this investigation, an affirmative
determination is dependent upon each of the following conditions beilng
satisfied:

1. that the articles under consideration are being imported
into the United States in increased quantities;

2. that such increased imports are in major part the result
of concessions granted under trade agreements;

3. that the domestic barber chair industry is being caused,
or is being threatened with, serious inJjury; and

4. that the increased imports (resulting in major part from
the trade-agreement concessions) are the major factor
causing or threatening to cause the serious injury to
the domestic industry.

The facts regarding conditions (1) and (3) speak for themselves.

In the period from 1956 to date, imports have dramatically increased
from negligible quantities to almost * ¥ * of U.S. annual con-
sumption. As to serious injury, we share with our colleagues concern
for the domestic barber chair industry--it is not only suffering
serious injury, it is indeed threatened with extinction by increased
imports. However, we are not able to conclude that condition (2) is

satisfied: viz., that the increased imports are "in major part" the

result of the trade-agreement concessions applicable thereto. It



follows that condition (4) cannot be satisfied because the requisite

kind of increased imports are not present.

As is usually thé situation with respect to increased imports,
trade-agreement concessions have not been the only factor causing
increased imports of barber chairs. The increased imports have also
been caused by a variety of other interrelated factors.‘ As we
remarked in our recent determination with respect to ceramic tile, ;/
the difficulties inherent in sorting out these causal factors and
arriving at some judgment as to their respective weights does not
permit us to ignore them or give.them short shrift in carrying out
our statutory responsibility.

Barber chair imports are virtually all from Japan. The conditions
which eased and accelerated the Japanese penetration of the U.S.
barber chair market include, in addition to a permissive U.S. duty
level on barber chairs, a number of other factors which enable the
JapaheSe to produce barber chairs at relatively low cost, transport
them to the United States, and sell them at substantially lower
pPrices than their domestic counterparts.

_Alhost all Japanese barber chair imports are from Takara, g/ a
Japanese producer in a dominant Position with monopoly power in the
Japanese barber chair market. According to testimony received in

our recent hearings, Takara supplies about 80 percent of the large

1/ Ceramic Floor and Wall Tile, Inv. No. TEA-W-11, at 3, (1970).

g/ Takara Chukosho Company, Ltd. of Osaka, Japan, represented. in the
United States by Takara Company, New York, Inc., a wholly-owned sub-
sidiary.
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volume of sales in its home market. Béginning in 1956, Takare entered
the U.S. market and by 1969 its exports accounted for just under * * *
percent of U.S. annual consumption of barber chairs. With its acquisi-
tion of the Koken producing facilities in the United States in 1969,
Takara accounts for about * % ¥ percent of U.S. annual consumption.
Thus, Takara is vested with monopoly power in both the Japanese and
U.S. barber chair markets.

The U.S. duty on barber chairs was 13.75 percent ad valorem on
January 1, 1956, but was reduced in three stages--becoming 11.5 per-
cent effective June 30, 1958. In the early years (1956-60), the
dutiable value per chair averaged somewhat over ¥ ¥ ¥. The average
unit value of U.S. producers' sales was about ¥ ¥ ¥ per chair more
than Takara's average landed duty-paid cost. Had the statutory duty
(27.5 percent ad valorem) been applicable to the imported cﬁairs,
the spread between Takara's landed duty-paid cost and the domestic
producers' unit value of sales would have been somewhat less but
would have still provided Takara with quite a competitive edge over
the domestic producers. Takara's dominance in the U.S. barber chair
market was achieved well ahead of the duty‘concession granted by the
United States on barber chairs in the Kennedy Round pursuant to which
the 11.5 percent rate is being reduced in annual stages to 5.5 per-
cent ad valorem by January 1, 1972. The 1970 rate is 8.0 percent ad
valoreﬁ;

An additional advantage gained by Takara shortly after its

successful entry into the U.S. market was a reduction in its ocean



freight costs from Japan by approximately 25 percent. Moreover, by

* ¥ ¥, Takara achieved additional savings in freight costs. The
resulting lower freight costs increased the already largeAcost differ-
ential between the Japanese and domestic chairs and contributed to
Takara's overall abiliﬁy to market its chairs advantageously in the
United States, particularly in coastaluareas to which domestic pro-
duéers had to ship their product from points centrally located in the
United States. |

Still another factor favorable to Takara's easy entry into the
U.S. market was the sales and marketing methods employed by U.S. pro-
ducers. Of the over 1,500 dealers thét were in the business of
supplying barber shops and beauty parlors in 1956, only a relatively
small number were selected to sell U.S. chairs--many on an exclusive
franchise basis. Takara exploited the vulnerability of.tpis sales
system to the fullest extent by inducing many of the other dealers to
take on Japanese chairs. Initially, Takara's sales through these
dealers--because of Takara's low prices--penetrated the large used-
chair market, as barbers preferred to buy new Japanese chairs instead
of used American chairs. Such penetration did not have an immediately
observable effect on the level of sales of new U.S. chairs. On the
dealer level, however, it cut into the lucrative used-chair sales of
dealers franchised By the U.sS. producefs. With the passage of time,
the quality of Takara's chaifs improved, new models were introduced,
and Takara's dealers' sales came into more direct competition with

the sales of new chairs by the U.S. producers' dealers. Price



competition was intensified by Takera's practice of having several

dealers in one area competing in terms of price, a practice which
promoted the sales of more Japanese chairs than U.S. chairs. Again,
the direct impact was borne by dealers handling U.S. chairs; previously
their profitable used chair sales had declined; then they experienced
less profits as a result of their declining sales of new U.S. chairs.
To meet the competition many took on Takara dealerships, either
supplementing their line of American chairs with the imported one, or
completely abandoning the former.

By 1963, in a slowly growing U.S. market for barber chairs, U.S.
producers were more directly affected by the competition from Takara.
Throughout the period 1962-67, Takara maintained an average unit
wholesale price which was about * ¥ * below that of U.S. producers.

It also developed new models which were not copies of U.S. chairs
and capitalized on the new trend in U.S. barber shops. As a result,
salés of U.S. chairs rapidly declined.

Firmly established in the U.S. market, Takara began to change
its dealership policy by becoming more selective--changing from
small dealers to large ones that by now were willing to accept a
line of imported barber chairs (and were less likely to engage in
cut-throat competition at a lower margin of profit).

As noted above, Takara's sales efforts were first concentrated
on the populous East and West Coast markets of the United States. By
1966, the first year for which data respecting sales in various regions

are available, Takara's position in these areas was dominant. From
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these firmly established bases, Takara next directed its attention to
the interior markets of the United States. By 1969, sales of Takara's
chairs exceeded sales by U.S. producers in all areas except * * ¥,

% % % in the East North Central States (the backyard of one of the

ma jor U.S. producers) Takara's sales of barber chairs made substan-
tial gains in the period 1966-69.

Finally, Takara began acquiring new U.S. facilities for assem-
bling, storing, and selling chairs and ancillary equipment. With over
* % % percent of the U.S. market supplied by Takara in 1968, the
company acquired a new modern facility in New Jersey to replace its
largest and oldest one. In 1969, supplying almost ¥ ¥ ¥ percent of
the U.S. market, Takara purchased the manufacturing plant of one of
the two U.S. producers centrally located in the United States. With
it, Takara acquired the ability to produce wood work for barber shops
and--on a contract basis--obtained the well-established sales organi-
zation of Koken. With this acquisition, Takara gained more of the
U.S. customers, supplying about ¥ ¥ ¥ percent of U.S. consumption and,
in due course, may well capture virtually the whole U.S. market.

That Takara is intent on doing so is evidenced by the fact that it
has estéblished an assembly and sales depot in Chicago, Illinois * * *.
In achieving a dominant or monopolistic position in the U.S.
market, Takara in 1968 and 1969 implemented substantial price in-
creases for its imported chairs. * ¥ ¥. The price increases thus

implemented have narrowed the average price spread between Takara's
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barber chairs and U.S. producers' chairs from about * % ¥ in the
period 1962-6T7 to * * * in 1969.

The present economic system of Japan includes other factors
favorable to its exporters ih their quest for sales in the U.S.
market. These factors include relatively low labor costs and tax
burden, ‘a fixed-rate exchange system with evidence of the under-
valuation of the Japanese yen, and very close cooperation between
industry, banking, and government which leads to advantages not
enjoyed by U.S. producers. We do not believe it is necessary to
probe deeply into these other factors at this time.

In summary, it is our view that economic factors other than
tariff concessions far outweigh in importance and effect the impact
of the aggregate of duty concessions on the imports in question.
Accordingly, we conclude that the increased imports of barber chairs
are not the result "in major part" of trade-agreement concessions.

We now turn to a most important matter raised by this investiga-
tion. In our opinion, the aggressive, penetration-pricing techniques
employed by Takara, a Japanese monopoly, to capture a dominant (if
not monopolistic), and ultimately--through the acquisition of the
U.S. production facilities of Koken--clearly a monopolistic, position
in the U.S. barber chair market raise serious questions under the
U.S. antitrust and other laws directed against unfair competition.

Perhaps nowhere is the inherent fallacy or illogic of the "but
for" principle--as applied by our colleagues--more clearly demonstrated

than in a situation where its short-circuit approach to import causation
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under section 301(b) of the TEA by-passes and ignores relevant, injur-
ious, unfair or restrictive trade practices. If we were to ignore

the ciear causation intendment of the statute and substitute therefor
our own conceptions of doing equity for the domestic industry, for
the firms comprising it, and for its workers, we would thereby force
the statute to fit the circumétances and, in so doing, carry its
remedies into situations for which:they were not designed or intended.

Section 301(b) and its related provisions were not designed as
an omnibus measure--a panacea for all import ills and difficulties.
These provisions of the TEA are domestic measures under which, in
appropriate cases, the basis is laid for invoking the escape clause
of trade agreements--notably Article XIX of the GATT. The escape-
clause remedy applies against the imports into the United States from
all contracting parties who, depending upon their status as initial
negotiators of the relevant concessions or as suppliers of the arti-
cles, have a right to retaliate against U.S. exports to their coun-
tries. The esca?e-clause remedy is one which necessarily presupposes
that the injurious import trade is nonetheless a legitimate trade~-

a trade not characterized by nor cloaked in unfair or restrictive
practices.

The GATT and other international agreements contain provisions
under which a contracting party is entitled to take corrective action
to divest its import trade of dumping, subsidies, and other anti-
competitive practices which violate its laws. Such corrective action

is perforce directed only to the violators and their goods. Moreover,
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under the applicable international rules, the contracting party
whose exports are in violation of such'laws has no entitlement to
take retaliatory action.

In our opinion, neither the tariff remedy found by our colleagues
to be necessary to remedy the serious injury, nor the adjustment
assistance to Paidar suggested by them as being most appropriate,
nor a combination of the two, offers any realistic solution for the

survival of the domestic barber chair industry.
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Views of Commissioners Thunberg,
Clubb#*, and Moore

Untileeptember 1969, the demestic barver chair industry in
the United States was comprised of two firms, the Paidar Company
and the Koken Companies, t{hich together sccounced for virtually
the entire output of barber chairs produced in the continental
United States. 1/ Before 1969, Paidar accounted for more than
percent of:domestic output, the Koken Cumpanies less than ¢
percent. In 1969, however, the position of these two uas * ¥ ¥,
The volume of Paidar's sales declined by about #%% percent below its
1968 level while Koken succeeded in expanding its sales by nearly
##% percent; consequently Paidar accounted for only #%* percent of
1969 U.S. ovutput while Koken's share rose to #%##* percent.

As we suggested in the 1968 deciziun, 2/ Koken's average cost

per unit has consistently been significantly below that of Paidar.

¥ 1 note with regret that the opinion of Chalrman Sutton, Com-
missioner Leonard, and Commissioner Rewsaa wes not circnlated to
other members of the Commission prior to pablication. This is an
unfortunate departure from a worthwhile Cosmission custom--which
has existed at least as long as I have bcen & member--of circulat-
ing draft opinions among the Commissicn.,

Failure to circulate such drafts, of course, makes it impos-
sible for other Commissioners to make timely comment on them. It
prevents issues from being joined, information from being exchanged,
and ideas from being refined. It defeats the deliberative process.
In the end it may permit absurdly superficizl and inadequate argu-
ments to be published without apparent challenge .

I regret that my colleagues have found it necessary to adopt
such a practice in this case.

1/ A third company, which produces beauty-parlor chairs and re-
lated articles, has mamufactured & few barber chairs annually in
redent years.

2/ Barbers' Chairs, Investigation No. TEA-I-11, TC Publication
228, Jamary 1968, p. 22.
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In 1968 and especially 1969 by dint of drastic surgery on its ad-
ministratifre and selling éxpenses » Paildar succeeded in reducing
its average unit costs, but at the expense of a severe reduction
in its marketing efforts and sales volume.

In September 1969 Koken was for all practical purposes ab-
sorbed _by the Japanese importer-distributor, the Takara Company of
New York. The latter, a subsidiary of the Takara Company of Osaka,
Japan, the Japanese producer of barber chairs, set up a wholly
owned sﬁbsidiary, the Riverview Company which purchased Koken's
production facilities. Whether this new producer of barber chairs
in the United States is viewed as part of the domestic industry or
not is not basic to a decision in this case. In either event the
domestic barber chair industry has been seriously injured within
the meaning of the act. |

If Riverview is viewed as preponderantly a foreign industry,
employing foreign capital and foreign labor -]-'/ but operating in
the United States and thus not a part of the U.S. domestic barber
chair industry, it is clear that the domestic industry has been
seriously injured. Paidar would then account for virtually all of
the domestic industry. The Paidar Conipany, as we indicated earlier,
is suffering serious and perhaps fatal injury. We therefore must
conclude that the domestic barber chair industry in the United States

is similarly being so injured by increasing imports caused by tariff

concessions.
YV ww s,
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Even were we to treat any productive resource physically lo-
cated in this country as part of the domestic industry, our conclu-
sion would be the same. Both Paidar and Riverview would then
comprise virtually the entire domestic industry of which nearly
half would be suffering serious, perhaps mortal, injury, and
threatened with nearly certain extinction in the future.

Takara-Japan has significantly lower costs than the domestic
producers. In part this is the result of economies of scale realized
by its larger production facilities whose capacity is sevenfold that
of either Paidar or Koken. Accordingly, in recent years Takara's
average unit cost (landed and duty paid) of imported barber chairs
has been significantly (# * % percent) below that of either Paidar
or Koken. Thus, with no change in the existing level of import re-
strictions, profit maximization for the Takara Company would imply
continued production in Japan for sale in the U.S. market. Koken/
Riverview would probably be used as a producer of barber shop-
related woodwork, and as a sales organization for imported barber
chairs. Paidar soon would be forced out of the barber chair indus-
try under this more intense form of competition from Takara, and
virtually the entire U.S. market for barber chairs would be supplied
by Takara-produced imports fram Japan.

The future for the U.S. barber chair industry (regardless of
the definition) appears to us to be essentially the same--monopoly

by Takara Y --whether or not imports are further reétricted. Even
1/ The Antitrust Division of the Department of Justice decided

against bringing a suit to enjoin the acquisition of Koken by River-

view, despite its anti-competitive aspects, for reasons stated in

a letter to the Tariff Commission reproduced in the Appendix.
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if imports were prohibited, Riverview could clearly out-compete
Paidar. If under these conditions Paidar initiated a price in-
crease and Riverview refused to follow suit, Paidar's current low
level of sales would diminish still further. With its working
capital already exhausted, within a matter of months Paidar would
be forced out of barber chair production. Thus, élthough imports
would be stopped, U.S. ocutput would be produced by a foreign-owned
and partly foreign-staffed U.S. subsidiary of Takara. It is there-
fore clear that the U.S. market in the future will in all likeli-
hood be supplied either by Takara-Japan, Takara-Riverview, or by
a combination of the two.

If it is believed to be desirable to retain a domestic barber
chair producing industry in the United States, a rate of duty could
be applied which would be sufficiently high to insure that Takara
would continue to produce chairs at its Riverview facility but not
so high as to inhibit all imports. A rate of duty which would make
it a matter of indifference to Takara whether their average chair
sold in the United States were produced at Riverview or imported
from Japan would ensure the continued use of Riverview for the pro-
duction of barber chairs to be marketed in the interior sections of
the country and would insure a continued flow of imports to the
markets in coastal areas. Such a rate might also hold out some
hope--albeit it a small one--that Paidar could continue at least
small barber chair production in the future and thus preserve a

modicum of competition in the U.S. market. Such a rate of duty
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would, we believe, be approximated by a return to the statutory
rate of 27-1/2 percent from the present level of 8 percent.

To summarize, we believe three alternative courses of action
in regard to the tariff level on barber chair imports are avail-
able, all satisfying the requirements of the statute. (1) The duty
could be raised to a prohibitive level (52-1/2 percent). Such a
level would result in virtual monopoly of barber chair output in
the United States by Riverview and would deny consumers the bene-
fit of competition from imports. (2) The duty could be left un-
changed. In this event the U.S. barber chair industry would be
confined to assembling and distributing imported chairs by Takara,
but the possibility of competition fram imports would remain. (3)
The duty could be raised by the minimum amount (to 27-1/2 percent)
necessary to retain some domestic production while permitting im-
ports to continue. The advantage of this course lies in the fact
that it may in addition preserve a minimum amount of competition
in the domestic production of barber chairs and for purposes of
Section 301(c) of the Trade Expansion Act, it is this rate which
we find necessary to remedy the serious injury to the industry.

We wish to stress that Paidar's contimued existence as a firm
at this or any level of duty is dependent on receipt of adjustment

assistance. Paidar has made a successful start at adjustment. 3 * 3

To expand its production and marketing of the lucrative medical,

dental, and opthalmic ch&irs, hoWever, it requires working capital,
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If it is able to survive in the barber chair industry at all, it will
be able to do so only by supporting its corporate being through its
activities in this new industry.
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Supplémental Views of Commissioners Clubb and Moore

One additional aspect of this cuse merits comment. Two petitiéns
for relief were. received involving domestic barber chair producers. One
was filed by a fimm on behalf of itseli, and une was filed by the same
firm on behalf of the entire industry. The Cemmission vote in each
case was the séne--a 3 to 3 tie--but because of an anomaly in the law
it appears that a tie vote in a firm case may be negative, while a tie
vote in an indugtry case is positive,

In the Trade Agreements Extension Act of 1953 Congress attempted
to deal with the possibility that a tie vote in the six member Tariff
Cormission might prevent a decision in crucial cases. The House bill
attempted to solve this problem by adding a seventh Commissioner. The
Senate provided instead that, where the Commission was ecually divided
7in any case calling for findings of the Commission in connection with
any aunthority conferred upon the President to make changes in import
restrictions,® Y the President may adopt the findings of either group.
In effect this meaat that in case of a tie vote the President could
increase import restrictions if he deemed it appropriate. This pro-
vision was agreed to by the House and became law.

In 1962 Congress enacted the Trade Expansion Act providing for
the first time that individual firsis and groups of workers could peti-
tion for relief from import injury. The relief to be given in such
cases was not an increase in import restrictions, but rather adjust-

ment assistance. Accordingly, it may be contended that since the tie

~ 1719 U.5.C. 1330(d).
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vote rule of the 1953 Act applies only to cases where import restric-
tions can be increased, a majority of the Commissioners voting is re-
quired to grant adjustment assistance in firm and worker cases, although
a tie can do it in industry cases (where the President can also increase
import restrictions).

Presumably it is up to the Executive Branch--not the Commissione--
to interpret the tie vote provision of the 1953 Aet, but if it is
determined that a tie vote in firm and worker cases is negative, it

is possible that Congress may wish to review the matter to insure that
this is the result it desires.
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Information Obtained in the Investigation

Description and uses

Barber chairs, the subject of these investigations, are specially
designed chairs that are used in barber shops and in men's hair-styling
shops. There are two basic types of barber chairs--conventional barber
chairs and men's hair-styling chairs.

Conventional barber chairs may be classified into two subcatego-
ries--compact chairs and traditional chairs. Although both have the
same general configuration and the same mechanical features, the com-
pact chair is lighter in construction and is considered a dual purpose
chair which can be used for both hair styling and hair cutting. The
men's hair-styling chair, a recent innovation in barber chairs, is a
modified chair for use in men's hair-styling shops--specialty shops
rendering such services as the shaping, shampooing, styling, tinting,
and waving of men's hair. Men's hair-styling chairs are lighter in
construction than conventional barber chairs, but they have essentially
the same mechanical features as the latter. Hair-styling chairs are
lower in height than conventional barber chairs and the hydraulic
pumps used in these chairs are lighter and have shorter pistons. 1/
Ordinarily the hydraulic pump is foot-operated on a hair-styling chair
rather than hand-operated as on a conventional barber chair. As used
in the remainder of this report the term "barber chair", denotes both
conventional barber chairs (including compact chairs) and men's hair-

styling chairs.

1/ Identical hydraulic pumps are often used in beauty-parlor chairs.
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A barber_éhair consists of a base or pedestal on which rests a
seat to which é back, arms, and a footrest are attached. To facilitate
the work of thé barber and to provide for the cquort of the seated
patron, barber chairs incorporate mechanical devices that--when acti-
vated by hgnd{‘fpoh.gr electric motor i/--raise, Lower, reciine, re-
voive, or lock the seat, back, and footrest in a desirea position.

The principal mechanical device in a barber chair is a hydraulic pump,
which is incorporated into the base or pedestal; when activated, it
raises and lowers the sea£, back, and footrest as a unit.

Barber chairs vary inphysical dimensions according to make and
model. The proaucers, both domestic and foreign, make several models
of barber chairs; the various models differ in both construction and
styling.

The proquction of barber chairs involves primarily the fabrication
of the various metal and upno.stered components (usually on a wooden
base) and tae subseGuent assembiy of these parts into complete chairs.
The manufacture of the metal frame (pedestal, seat, back, and footrest)
of barber chairs entails the casting, machining, chroming, stamping

(or otherwise forming) of metal parts and the subassembling and as-

sembling of such components. The upholstered part of the backrest and

seat are made by constructing wooden frames, mounting springs on the

"1/ Barber dhalrs that are powered by an electric motor are known in
the trade as "motorized chairs". Their installation requires an elec-
trical service comnection (in the floor in many states) where they are
to be located; because of this feature their sales have been limited
largely to newly established shops. Their prices, which are consider-
ably higher than those of nommotorized chairs, have also limited their
sale.
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frames, padding the springs, and covering the whole piece with up-
holstery (usually vinyl) material. The upholstered parts are mounted
on the metal frame after the frame has been assembled. Part of the
footrest of most barber chairs is also upholstered. On some models,
sheet metal parts are laminated with vinyl; on others, certain parts
are made of plastic.

Barber chairs differ from beauty-parlor chairs in sevefal features.
Unlike the footrest of most beauty-parlor chairs, that of a barber
chair may be raised and the back reclined to bring the en%ire chair
into a reclining position. Moreover, the seat of a bafber chair,
when adjusted to its lowest position, is positioned higher from the
floor than that of a beauty-parlor chair. The hydraulic pumps used in
barber chairs are designed to permit a longer range of elevation than
those used in beauty-parlor chairs. 1/ Barber chairs are also larger
and heavier than beauty-parlor chairs.

The average life of a conventional barber chair is about 20
years and very little servicing is required during its lifetime. 2/
Consequently, parts for barber chairs are not significant articles
of trade. Dealers do not maintain inventories of replacement or
repair parts; they must be ordered from the manufacturer or

importer.

1/ The seat height of most barber chairs can be raised about B o
11 inches--of most beauty-parlor chairs about 7 to 8-1/2 inches.

2/ Many chairs continue to be used as barber chairs after they are
retired by the first owner.



U.S. tariff treatment

The imported products covered by these investigations are
barbers!' chairs with mechanical elevating, rotating or re-
clining movements and parts thereof, as provided for in item
727.02 of the Tariff Schedules of the United States (TSUS).

The current trade-agreement rate of duty‘applicable to such
articles is 8 percent ad valorem. This rate became effective
on January 1, 1970, and reflects the third stage of a five-
stége concession granted during the Kennedy Round of trade ne-
gotiations. Imports of such articles from designated Communist
countries are dutiable at 35 percent ad valorem.

Before the effective date of the TSUS (August 31, 1963),
barber chairs and parts were dutiable as machines and parts
under paragraph 372 of the Tariff Act of 1930. The rate of
duty originally applicable to such articles under the Tariff
Act of 1930 was 27.5 percent ad valorem. The rate has been
reduced on several.occasions as a result of concessions
granted under the trade agreements program. Changes in the rate

applicable to barber chairs and parts since 1930 (including those



pending pursuant to a Kennedy Round concession) and the effective

dates of each, are shown in the following schedule:

Effective date Rate of duty established
(Percent ad valorem)
June 18, 1930---=-mmmmmmeemee 27.5
January 1, 1948-—mmemmmmee e 15.0
June 6, 1951-—ccmmmmmmeeeee 13.75
June 30, 1956=m-nmmmmmmmemmm-n 13.0
June 30, 1957-—mmmmemcmm e 12.0
June 30, 1958-c—cmmmmmmeeee 11.5
January 1, 1968---cm——ememeae 1/ 10.0
January 1, 1969--—-ecmmmmemmn i/ 9.0
January 1, 1970-——cemmmmmmeee I 8.0
January 1, 197l-——--memmmmee- L 6.5
January 1, 1972-—c—memmemee o I c.g

U.S. consumption

As measured by the number of chairs sold to dealers, the U.S.
annual apparent consumption of barber chairs (hereinafter referred to
as consumption) climbed erratically from 1962, reached a peak in 1966
and then declined in 1967-69. ¢

The volume of annual sales of new barber chairs is influenced by
various factors including changes in the size and age composition of
the male population, men's hair styles, sales of used barber chairs,
use of hair cutting devices in the home, prevailing economic conditions,

and the number and size of barber shops being operated. In recent

1/ Reduced pursuant to a concession granted in the Kennedy Round
of trade negotiations.
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years new barber shops opening in shopping centers in outlying subur-
ban areas have compensated in part at least for the excess barber
chair capacity in the older shops concentrated in metropolitan areas.
Data available on the number of barbers and barber shops are sum-

marized below: 1/

: Number of ! Number of ¢ Approximate
Year : barbers including : parbershops : number of barbers

: apprentices : : per barbershop
1962-=——mmmmmem : 274,000 : 126,000 : 2.2
1966 —mmmmmm et 321,000 : 136,000 : 2.k
196T=—mmmmmmmem : 314,000 : 135,000 : 2.2
1968-c—mmmmmemee : 318,000 : 134,000 : 2.1
1969~ m e : 32),000 : 135,000 : 2.

In the past dealers have done considerable business in used
chairs. They have frequently renovated such chairs (largely a pro-
cess of replacing fhe upholstery and rechroming metal parts) and sold
them to shops that could not or would not buy new chairs. This trade
in used chairs has declined substantially during the past several
years. The decline has been attributable for the most part to the
rising cost of renovating chairs and a consequent increase in price
which has caused such chairs to be less attractive compared with new

chairs, particularly imported chairs. In 1965-66, sales of used

l/’Based on reports of the National Association of Barber Schools,
Inc.



chairs were equal to’ about a third of the sales of new chairs by

dealers. Information from the trade indicates that sales of used
chairs have deteriorated further in the past three or four years.

Another apparent trend in the barber chair market is that domestic

producers and importers are placing more emphasis on offering complete
barber shop and beauty shop equipment lines. Sales of modular equip-
ment or turn-key barber shops are gaining momentum largely because of
price. A barber chair producer or importer can usually provide the
standard furnishings of a barber shop more reasonably than a local

dealer who must fabricate each sale to order.

Marketing methods

Barber chairs are usually sold by producers and importers to
dealers (or jobbers), who in turn sell direct to the user. The con-
tractual relationships between the dealer and the manufacturer or the
importer vary considerably. Commonly dealers are given exclusive
franchises for a geographic area. 388t

Both the producers and the principal importer organize their
marketing efforts in the United States by sales districts or areas.
The producers' or importers' sales staffs in each district call on
dealers and frequently work with the dealer's salesmen in attempting
to develop prospective sales.

In some instances, sales involving the purchase of barber chairs
in larger than usual numbers, such as sales to Government institutions,

military installations, and barber schools, are often made directly by
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the producer or importer. In such cases, the dealer that usually
serves the -customer or the area may or may not receive a commission
on the insti;tutional sale, depending upon the relationship that exists
between t.hat“ particular dealer and the supplying-producer or importer.

Before }967 the domestic producers generally advertised only
through professional barber publications. The principal importer has
advertised in such journals and has also conducted large-scale mailings
of advertising literature direct to barbers. Since 1967 domestic pro-
aucers have also engaged in direct-by-mail advertising to a limited
extent.

In the 3Ciiommissien's report on the previous investigation, a new
method of marketing barber chairs was mentioned. Two importing con-
cerns had begun selling barber chairs directly to barber shops (by-
passing dealers) by means of advertising in professional barber pub-
lications. Both sold chairs f.o.b. point of shipment (usually the
port of entry). Data for 1967-69 indicate that direct sales to bar-
bers accounted for a small %% portion of sales of imported barber
chairs because of reluctance on the part of barbers to buy from other
than a local dealer. Although barber chairs seldom require repairs,
new chairs must be uncrated and "set-up"; the lack of repair or ser-
vice arrangemenhs is generally a deterrent to sales where the purchaser

is located at seme distance from the importer.

U.S. producers

There are only two major producers of barber chairs in the United
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States--Emil J. Paidar Company, Chicago, Ill., and Riverview Manufac-
turing Compeny, Missouri, Inc., St. Louis, Mo.

Effective September 15, 1969, Koken Companies, Inc. (formerly a
major producer of barber chairs) sold its manufacturing assets to the
Riverview Manufacturing Company, Missouri, Inc., a newly established
wholly owned subsidiary of Takara Company, New York, Inc., which has
been the dominant importer. Koken sold its real estate, buildings,
machinery and eqQuipment used in the manufacture of barber and beauty
equipment, most of its inventory of raw materials and unfinished
merchandise, and other miscellaneous items ##*. It did not sell any
of its right, title or interest in or to any of its trademarks, *rade
names, copyrights, patents, customer lists, molds, jigs and dies,
dealer names, and accounts receivable 3¢,

The reasons for the agreement, as explained during the public
hearing and as set forth in the agreement itself, were: (1) the sel-
ler, Koken, wanted to divest itself of a manufacturing operation that
was yielding declining gross profits; and (2) the parent company of
the purchaser, Takara, New York, Inc., wanted a manufacturing estab-
lishment in the United States. 3¢

#* * ¥* * ¥* ¥* * * * *

Prior to the signing of the sales agreement between Koken and
Riverview, the Antitrust Division of the U.S. Department of Justice,
conducted an investigation of the proposed sale; it was decided that.

a suit would not be brought to enjoin the acquisition. The reasons for
that decision were set forth in a letter from the Assistant Attorney

General, Antitrust Division, to the Secretary of the Tariff Commission,
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January 23, 1970.. (That letter is reproduced in the appendix to this
report. )
%* * % * #* * * 3* * *

Since the sale, Riverview has produced in essentially the same
manner (i.e. contracting out the manufacture of parts) essentially the
same iine of barber and beauty furniture and fixtures | as Koken did
formerly.l/ w#¢ In the barber chair line, the new management has
been trying to achieve economies in production ¢ .

The Paidar Co., currently operating a plant in Chicago, formerly
had two sibsidiary companies which operated two smaller establishments--
an upholstering plant at Albany, Wisconsin and a combination assembly
plant and service depot at Brooklyn, N.Y. The Albany plant was closed
in 1963. The assembly operations in Brooklyn were discontinued in
1957 and the facility was used as # sales office until 1965 when it was
closed. A third subsidiary--P

been in the past) in installment-eredit financin

sidiary is ineorparated and is owned by substantially the same indivi-

In 1940, the Paidar Go. purchased the trademark and patterns of
the Theodore ¥echs Co. of Chicago, -which ceased -

-1/ Wh en Was ‘0 ; e establishment, 1t contracted for the

manufact.ure of most metal parts Qf ‘narber qha:.ra, except for .the fabri-
cation of the upholstered components, the polishing, plating or paint-

ing of metal parts and %%k,
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in that year. Paidar has continued to make and market chairs under the
Kochs name. These chairs are produced in Paidar’'s Chicago establishment;
~they differ in name only from other barber chairs produced by Paidar.
They have been marketed, however, through a separate dealer organization.

Since 1966, Paidar has begun the manufacture of hydraulic and non-
hydraulic medical chairs, and medical cabinets. %% Its operations
on barber and beauty-parlor furniture and fixtures (cabinets, mirror
cases, etc.) have remained essentially the same; Paidar produces
virtually all of the components used in barber chairs in its plant in
Chicago. Ithas spent sizeable sums du¥ing the 10 years prior to 1967
to automate and improve its production facilities.

As noted in the Commission's previous report, a third producer of
barber chairs--Belvedere Products, Inc. of Belvidere, Illinois--began
producing barber chairs in 1965. This company is a subsidiary of
Revlon, Inc., a manufacturer of cosmetics and beauty products. Beauty-
parlor chairs, shampoo bowls, and related articles have remained the
principal products manufactured by Belvedere. In the period 1966-69,
this company produced only two models of barber chairs, both hair-
styling chairs; Jee¢,

Also, as noted in the Commission's previous report, a fourth firm--
F & F Koenigkramer Co. of Cincinnati, Ohio--which had produced barber
chairs for many years, discontinued such production in November 1966.
This concern, still a leading producer of dental and ophthalmic chairs
and related types of equipment; ceagsed producing barber chairs in

order to utilize its full capacity on its other product lines. In the
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years covered in this report, the sales of barber chairs by this com-
pany accounted for an insignificant part of the total value of sales by
the firm.

In the course of its fieldwork, the Commission's staff obtained
information indicating that several firms that specialize in the manu-
facture of beauty parlor chairs also had begun producing and marketing
men's hair-styling chairs in the period 1967-69. This apparently was
done on a itrial basis and was found to be unprofitable. As far as is
known, no domestic company, other than the three producers mentioned,

currently produces barber chairs.

U.S. production, sales, and exports

During 1962-69, as in previous years, U.S. manufacturers produced
barber chairs to order; consequently, their annual production approxi-
mated sales. The decline in sales of barber chairs by U.S. producers
is part of a trend that began in 1963. 3=t The share of total annual
sales of barber chairs in the United States accounted for by domestic
manufacturers declined steadily from ¢&¢t in 1962 to =&t in 1969.

%* * ¥* #* * ¥* 3* * * 3* *

Domestic producers (unlike the principal importer) maintained
virtually no inventories of assembled barber chairs in the period
1962-69; instead, they have inventoried parts and subassemblies for
assembly into chairs. Ordinarily, barber chairs are not assembled
until orders have been received. Therefore, delivery time, which
usually requires several weeks, varies considerably, depending upon

the backlog of orders on hand. Year-end inventories of complete
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barber chairs held by domestic manufacturers averaged #¥* in the period
1962-69. Such inventories were mostly incidental and consisted of
chairs awaiting shipment.

During the period 1962-69, U.S. exports of barber chairs de-
clined %%,

In the period 1962-69, the value of sales of products other than
barber chairs by the two principal producers increased erratically and
was ¥¥%% percent higher in 1969 ¢ than it was in 1962. However,
because of the decreased sales of barber chairs, aggregate sales of all
products by the two major producers declined from 1962 to 1959 suex.

* * * * * 3¢ % ¥* ¥* ¥* 3*

Egglozgent

The average number of production-and-related workers in the
establishments of the two major producers (Paidar and Koken/River-
view 1/) declined from %% workers (on all products) in 1962 to s
workers in 1969. Man-hours worked on all products in these plants
showed a somewhat smaller decline i=e¢. Average annual employment of

production workers was generally stable from 1962 +o 1967; in 1967

1/ Man-hours worked by production workers in the RKivervics Company
during September-December 1969, have been added to those for Koken
covering Jamary through August 1969, to obtain data on operations in
this single plant for the year 1969. Also, the average annual number
of production and nonproduction employees were similarly calculated
to obtain data for 1969 comparable with previous years.
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both the average number of production workers and man-hours worked
started a sharp decline ¢, In 1969, the number of production em-
ployees, in the aggregate, was ¢ percent lower than in 1962, and the
man-hours worked was ¥%¢ percent lower.

* * * * * * * * * 3* *

The number of man-hours worked annually on the production of
barber chairs in these two establishments s although higher in the
period 1963-65 than in 1962 when they totaled ¥x thousand, declined
to ##¥ thousand in 1969 *%%. The number of man-hours worked on barber
chairs was, therefore, ¢ percent lower in 1969 than it had been in
1962. It is estimated (on the basis of man-hours worked on barber
chairs relative to man-hours worked on all products) that the average
aanual number of workers engaged in barber chair production, which
had been *#% in 1962, declined by ¢ percent to %%% workers so em—

ployed in 1969. ek,

* ¥* * * ¥* ¥* ¥* 3 ¥* ¥* *

After the Riverview Company purchased the manufacturing facili-
ties of the Koken Companies in September 1969, a new labor contract
. Was negotiated with the six unions which had represented Koken's pro-
duction employees. Hencef orth, the six unions while retaining their
autonomy must agree among themselves and negotiate as a single unit
with the company. Foremen, as such, have been eliminated and are now
lead workers actively engaged in production rather than functioning as
supervisors. In addition management has apparently obtained a cer-
tain degree of flexibility in the reassignment of workers to a greater

variety of tasks within the plant. The new contract had no effect on
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production in the period covered by this report, but it is expected
that it will, in the future, enable Riverview to operate the former
Koken production facilities with a more efficient employment of person-
nel than has been possible in the past.

Unlike Riverview, which, as noted above, now negotiates with only
one labor union representative, Paidar must negotiate with each of its

three unions separately.

U.S. imports

During the period 1962-69, a single importing concern (Takara
Company, New York, Inc.) enlarged its share of the U.S. market for
barber chairs from ¥#* percent to %% percent. In 1968, this same
concern opened a modern assembling and distribution facility (to re-
place an older less efficient one); in 1969, it purchased the manufac-
turing assets of Koken, 1/ one of the two major U.S. producers, and
established an assembly and selling depot in Chicage where Paidar, the
other major producer, is located.

U.S. importers.--Two firms imported barber chairs into the United

States in 1962-6L; 6 in 1965-67, and L in 1968-69. One concern,
however, has accounted for most of the imports. This concern--Takara
Company, New York, Inc.--formerly maintained offices and facilities
for assembling barber chairs in both Brooklyn, New York gnd Loé

Angeles, California. Late in 1968, the Brooklyn operation was moved

1/ In 1968, Koken supplied about ¥ percent of U.S. consumption of
barber chairs. .
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to Somersef,,‘New Jersey into a newly built (%) facility that contains
an assembly plant, showroom and corporate office. As has been dis-
cussed earlier, in September 1969, Takara, through its wholly owned
subsidiary, Riverview Manufacturing Company, Inc., acquired the manu-
facturing assets of Koken Companies, Inc. 1/ The significance of this
acquisition--in addition to the obviously increased market share--is
that Takara now will be able to supply barbershop furnishings such as
back-bars, mirror cases, etc., as well as barber chairs to barbershop
owners via its dealers. Heretofore, Takara had not been able to sup-
ply complete‘% barbershops, whereas U.S. producers had the facilities to
do so. ¥

In addi;ion to purchasing Koken's manufacvouring assets located
centrally in' the United States, Takara also recently established a
small Warehops.e and assembly depot in Chicago, Illinocis--the head-
quarters of the other major U.S. manufacturer of barber chairs and
fm"nlshmgs Takara's imported barber chairs to this depot are ship-
ped containerized from Seattle, Washkington.

In Tskara's faeilities in New Jersey, Cgliformia, and Illinois,
imported barber chairs, as well as beauty chairs, are assembled and
packaged for delivery to
virtually all of Takara's imported chairs have been shipped te the

rs. 1an the barber chair line &%

United States substantially disassembled but packaged as complete

chairs, in order to save on shipping costs. ¥#¢ After importation the

1/ Pertinent facts about This acquisition are described in the
section dealing with U.S. producers.
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chairs are compietely assembled in Takara's facilities--some up-
holstered to order--inspected, 3.

¥* * | * * #* #* ¥* * * * *

The assembling and upholstering operation #¥% in Takara's U.S.
facilities are considerably less extensive than any one of the U.S.
producers' operations because the chairs when imported are already
partly assembled. ¥k

All the barber chairs imported by Takara Company, New York, Inc.
are manufactured by the parent company, Takara Chukosho Company, Ltd.
of Osaka, Japan. This company is the largest producer of barber chairs
in Japan; recently its annual production amounted t§ about 36,000 bar-
ber chairs of which about 29,000 were sold in the Japanes market and
the remainder was exported. 1/ Sales of barber chairs in Japan are
several times larger than in the United States, because Japanese bar-
bers change the furnishings of their shops more frequently than the
barbers in the United States. Largely since the Commission's last
investigation, the majority of Japanese barbershops have changed to
motorized chairs. 2/

The barber chairs produced for export to the United States are
somewhat larger in size than those produced for sale in Japan; also,

the exported chairs are styled to suit the tastes and requirements in

1/ Transcript of hearings, Nov. B , 1967 (pp. 183 and 195), investiga-
tions Nos. TEA-I-11, TEA-F-7, and TEA-F-8; and Feb. 3, 1970 (pp. 129
and 130) investigations Nos. TEA-I-16 and TEA-F-9.

2/ Transcript of hearings, Feb. 3, 1970 (p. 130) investigations Nos.
TEA-I-16 and TEA-F-9.
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the respective export markets. Chairs marketed in Japan in the last 3
years have been predominantly motorized chairs, whereas most of the
chairs exported to the United States are not motorized. Barber chairs
imported into the United States are similar to domestically produced
chairs; all such chairs, regardless of origin, have a manually or
electrically oPgrated hydraulic pump as an essential feature, can be
elevated, recl;’uied, and revolved, and are made for the sole purpose

of seating a patron while he is being served in a barber shop or hair-
styling salon. :Although imported barber chairs differ from domestic
chairs in some physical dimensions and styling, 1/ such differences do
not affect their use by barbers in this country.

Recently three firms--in addition to Takara--imported barber
chairs into the United States (including Puerto Rico). The firms were
the Americana Barber Chair Company of Washington, D.C., the Save-way
Barber and Beaut;y Supplies, Inc. of N. Miami Beach, Florida, and the

Honolulu Barber and Beauty Supply, Inc. of Hawaii. ¢

Volume of imports.--During 1962-69, U.S. imports of barber chairs
(as distinguished from their sales in the United States) increased
from % in 1962, to ##* in 1968, and then declined to #% in 1969.
Such imports were valued at about ¢ in 1962, ¢ jin 1968, and #*
in 1969. The average unit value (f.o.b. foreign port) of the partial-

ly disassembled imported chairs which was % in 1962, rose to ##% in

"1/ Chairs made by domestic manufacturers also differ in dimensions
and styling from model to model.
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1963, and to ¢ in 1969. During the same period, as in previous
years, imports of parts of barber chairs, remained small compared with
imports of barber chairs; 1/ they amounted to only ¢ in 1969. Vir-
tually all U.S. imports of barber chairs and parts have originated in
Japan.

Sales of imported barber chairs in the United States increased
at an average annual rate of ##¢ percent during 1962-66 but in-
creased an an average rate of only about ¢ percent thereafter; mean-
while U.S. consumption of barber chairs increased at an average annual
rate of % percent during 1962-66 and declined thereafter at an
average rate of 3¢t percent. As a consequence, the share of
consumption supplied by sales of imported chairs increased from 3ae¢
percent in 1962 to % percent in 1966, and to ¢ percent in 1969.

* * * * * * * * 3 * *

In 1966, the earliest year for which data on importers' sales by
geographic area are available, sales of imported barber chairs in the
United States were proportionately larger along the populous East
and vest Coasts than in the interior. #¢¢ Sales by domestic pro-
ducers in these coastal areas were equal to about %% of their total
sales. In 1969, the coastal areas accounted for slightly below 3¢
of the importers' total sales while the proportion sold in the East

North Central states increased.

1/ Although imports of barber chairs by the Takara Company are en-
tered in a knocked-down condition (except for % models which are as-
sembled from imported parts), all imports by that company, except for
repair parts, are reported as complete chairs in the import statistics.



¥* ¥* * ¥* * * ¥* * ¥* ¥* *

In 1969, importers accounted for more of the sales of barber chairs
in each area than in 1966. The most significant increases occurred

in the East North Central States %%, and in the Pacific 3States ¥¥¥*.

Ocean freight rates

In its earlier report the Commission noted that ocean freight
rates represent a significant part of the cost of importing barber
chairs. Currently, ocean freight rates are about 10 percent higher
than they were in 1966. Despite this increase, however, such rates

were 25 percent lower in 1969 than those that were in effect in 1956.

=,

Pricing practices and prices

The domestic producers and principal importers issue price lists
to their dealers covering the barber chairs they sell. 1/ The price
lists show a list price for each model, a "trade-in allowance" for a
used chair, and the dealer's cost. 2/ A "trade-in allowance" is de-
ducted from the list price in arriving at the net price to the dealer
for all chairs; it is the dealer--rather than the producers and im-
porters-- who actually accepts and disposes of trade-ins. 3/ Optional

extras, such as special upholstery, usually are added to the price.

}/ Prices of barber chairs are changed infrequently and the discounts
allowed generally apply to all dealers.

2/ e

3/ New barbershops, with no chairs to be traded in, ordinarily also
pay the net price.



A-21

.In ordinary practice, the dealer's cost is the list price, less a
trade-in allowance, less 4O percent (with an additional discount for
cash-—##%)., The producers and principal importers also give
quantity discounts to dealers.

Prices of barber chairs, as published, do not generally include
an amount to cover transportation costs; chairs are ordinarily sold
f.o.b. point of shipment (usually from the producer's or importer's
plant or the port of entry).

Dealers sell to their customers (barbers) largely on a negotiated
price basis. Various factors--including the number of chairs sold,
used chairs traded in, competition from other dealers, other barber
shop equipment included in a given transaction, the prospect of future'
sale of supplies, and good will generated--have a bearing on the price
charged for a barber chair by the dealer.

* * * * * * * * * * *

Profit-and-loss experience of domestic manufacturers

¥* ¥* * ¥* ¥* ¥* 3* ¥* * * ¥*
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UNITED STATES DEPARTMENT OF JUSTICE

WASHINGTON, D.C. 20530

Address Reply to the
Divirion Indicated ™

Refer to Inisials and Number v
. walN 22 1972
wiMeL :CDM R
-208-0 ey P FFTETY
60-208-037 TR ¥
AN Xy I
Mr. Kenneth R. Mason cpe nE Tis S wigiadt
Secretary il v

U.S. Tariff Commission
th & E Sts., N.W.
Washington, D. C. 20436

Re: Takara-Koken

—

Dear Mr. Mason:

This is in response to your inquiry concerning the
acquisition of certain assets of Koken Companies, Inc. by
Takara Company.

In early June 1969 the Antitrust Division began its
investigation of this transaction. The investigation
revealed that Takara proposed to purchase certain of
Koken's manufacturing assets, with Koken to continue
thereafter as an independent seller of barber andé beauty
supplies. Under the terms of the agreement Takara would,
after the acquisition, serve as Koken's suppiier of barber
and beauty supplies. The value of the assets acquired was
extremely small, namely $325,000. )

Although both Takara and Koken enjoyed substantial
shares of the barber and beauty chair market in this
country, our investigation revealed that Koken, although
not a "failing company" in the sense that term is used in
connection with Section 7 of the Clayton Act, had never-
theiess suffered operating losses and it seemed likely
that these losses would continue in the future. The pro-
posed acquisition was also viewed in terms of allocation
of the Antitrust Division's resources. Although the
Division certainly has no policy which would permit small
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firme to do with impunity those things prohibited by the
antitrust laws, we are forced to be selective in allocating
our resources even within the class of so-called little
cases such as tliis. '

After giving careful consideration to each oI the
foregoing factors we determined that suit shouid not be
brought to enjoin the proposed acquisition. The transaection
was consummated in late August or early September 1969.

Sincerely yours,
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RICHARD W. McLAREN
Assistant Attorney General
Antitrust Division



