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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.S.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
examining, first, the conditions of competition that have affected the costume
jewelry segment of the U.S. industry and, secondly, the conditions of
competition that have affected the precious metal jewelry (including precious
metal chain) segment of the U.S. industry. In each report, the Commission was
asked to provide information on the key economic factors in the U.S. market;
on competitive factors including price, quality, design, and marketing
techniques; on employment levels and trends; and on government standards and
regulations pertaining to country-of-origin and precious-metal-content marking
of jewelry, including Customs procedures for enforcing such standards and
regulations.

Notice of the investigation was given by posting copies of the notice of
investigation at the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notice in the Federal
Register (51 FR 3272, January 24, 1986). 2/

Although no public hearings were conducted for this investigation, the
Manufacturing Jewelers and Silversmiths of America (MJSA) 3/ sponsored three
industry forums to discuss trade issues. The first forum was held on
March 4, 1986, in New York, NY; the second was held on April 1, 1986, in
Providence, RI; and the third was held on April 7, 1986, in Los Angeles, CA.
Statements were received by thé Commission from members of Congress and from
U.S. producers, importers, and purchasers of costume jewelry.

In the course of this investigation, the Commission collected data and
information from questionnaires sent to producers, importers, and purchasers
of costume jewelry. 4/ 1In addition, information was gathered from various
public and private sources; the industry forums; overseas posts of the U.S.
Department of State; foreign field work in Taipei, Taiwan, and Hong Kong; and
from interviews with industry executives representing producers, importers,
and purchasers of costume jewelry, as well as from public data gathered in
other Commission studies and from other sources.

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

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

3/ MJSA is the principal trade association for domestic jewelry .
manufacturers, representing some 2,300 members. 1

4/ A discussion of the survey design and methodology appears in Appendix C.
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Executive Summary

The United States market has traditionally supported a large and highly
competitive domestic costume jewelry industry. In addition, practically every
country with a costume jewelry industry does some exporting to the United
States. Competition in the marketplace is based on a variety of factors, the
most important of ‘which are price, quality, design, service, availability of
product, and promotional incentives. The U.S. marketplace is extremely
competitive, and the last 5 years have seen major increases in costume jewelry
imports. Imports of base metal jewelry, which comprises 97 percent of U.S.
production, gained a 19-percent share of the U.S. market. Imports of nonmetal
jewelry dominated that market niche, accounting for an 84 percent share, and
possibly attracting some demand away from base metal jewelry. Generally,
imports from Taiwan, Hong Kong, Japan, and The Republic of Korea (Korea), the
major U.S. suppliers, are considered to have a competitive advantage over
domestically produced costume jewelry on the basis of price, while domestic
products are believed to outperform imports in areas such as design and
quality.

Costume jewelry includes any articles of personal adornment, such as
rings, bracelets, earrings, pendants, and necklaces that are made of
nonprecious materials. Costume jewelry of base metal is that made of any
nonprecious metal, such as copper, brass, iron, steel, aluminum, or zinc.
Nonmetal jewelry is made primarily from plastic, wood, leather, bone, shell,
and ivory. The principal findings of the investigation are outlined below.
Table A presents an industry and market profile for 1981-8S5.

1. WOrldearkets

o World imports of costume jewelry grew at an 8 percent annual
rate from 1981 to 1985 despite a decline in consumption

during 1982-83; the growth in consumption accelerated in
1985 with a l-year gain of 16 percent.

The United States has been the principal market for costume jewelry
imports, absorbing 29 percent of total world imports in 1981 and increasing
its share to over 52 percent in 1985. France, the second largest importer,
bought abroad only one-seventh as much as the United States in 1985.

The United States also led import growth by a wide margin, increasing at
a 25-percent annual rate from 1981 to 1985. Canada was a distant second, at

17 percent. The United Kingdom, France, Japan, Switzerland, and Hong Kong
were also significant gainers, while other markets were either flat or down
(pp. 3-6).

X



Table A.—Profile of U.S. costume-jewelry industry and market, 1981-85

Absolute Percentage
change, 1985 change, 1985
Item 1981 1982 1983 1984 1985 from 1981 from 1981
Apparent consumption....million dollars.. 1,169 1,172 1,260 1,509 1,625 456 39.0
Base Metal.....ooeevecnencenncones do.... 1,110 1,093 1,134 1,282 1,385 215 24.8
Nonmetal....coveenrennsnnnnsnnnes do.... 60 19 127 221 239 179 298.3
Shipments 1/...cieivernareneennnnns do.... 1,053 1,056 1,121 1,183 1,216 163 15.5
Base metal....ccovvnriinnecnnnss do.... 1,029 1,028 1,076 1,142 1,174 145 14.1
Nonmetal.....ovvveerennennnennnns do.... 24 28 45 42 42 18 15.0
IMPOrts 2/.cccverviverennrinneannns do.... 193 m 194 319 460 267 138.5
Base metal 3/....ccevvnrienrnnnns do.... 154 123 110 191 259 105 68.2
Nonmetal 3/...ccevieecenncecnnnes do.... 39 54 85 188 200 161 412.8
Imports to consumption ratio....percent.. 16.5 15.1 15.4 25.1 28.3 11.8 n.s
Base metal....coevivereccnncannns do.... 13.9 n.3 9.7 . 14.9 18.7 4.8 34.5
Nonmetal....coeeennnnnes tesvasene do.... 65.0 68.4 66.9 82.8 83.7 18.7 28.8
Exports 2/...cccoevennnn. million dollars.. 7 61 S5 53 S1 -26 -32.17
Base metal 3/...ccveerinncnenanns do.... 13 58 52 S1 48 =25 -34.3
Nonmetal 3/....cccveeviinncccnnes do.... 3 3 3 3 3 0 0
Ratio of exports to shipments...percent.. 1.3 5.8 4.9 4.5 4.2 -3.1 -42.5
Base metal.....cocevennncnccnnnns do.... 1.1 5.6 4.8 4. 4.1 -3.0 -42.3
Nonmetal....ccvveveecnceness eeee.do.... 12.5 10.7 6.7 7. 1. -5.4 -43.2
Trade balance 2/........ million dollars..  -116 -116 -139 -325 -408 -293 251.3
Base metal....covceenicnancencnns do.... -81 -65 -58 -140 =21 -130 160.5
Nonmetal....ccevevencsnecorennens do.... -36 -51 -82 -185 =197 -161 447.2
Capacity utilization: 2/
Costume jewelry......coeceueen. percent.. 53 49 59 70 & & -
Employment: 2/
Total..oceieeeeenrencnsncccnnes number.. 23,800 20,300 21,200 . 23,100 22,200 1,600 -6.7
Production workers............... do.... 18,400 15,700 16,400 17,600 i7,00  -1,300 -1.1
Net sales 5/....cccuvunen million dollars.. 433 414 460 509 537 104 241
Operating profits 5/....million dollars.. 60 46 58 n 72 12 19.8
Ratio of gross profit to net sales 5/
percent.. 48.4 45.3 48.1 50.0 48.2 0.2 -
Ratio of net income before income taxes
to net sales 5/......cc.eeee percent.. 12.9 10.5 12.1 13.6 12.9 0.0 -
Capital expenditures: 5/
Totaleeeevernennnnnn.. million dollars.. 8 6 9 4 6 -2 -25.7
Ratio of capital expenditures to total
net sales....... ceetenncanan percent.. 1.8 1.5 2.0 0.8 1.1 -0.8 -
Research and development: 6/ )
Total...covevenecnnnn. million dollars.. 3 4 4 4 S 2 60.4
Ratio of research and development to ) _
total net sales............. percent.. 1.2 1.3 1.5 1.3 1.4 0.2 -

1/ U.S. industry total projected from questionnaire responses of a sample of U.S. producers of costume jewelry

(see app. C for a discussion of survey methodology).

2/ Compiled from official statistics of the U.S. Department of Commerce.
3/ Estimated on the basis of responses to questionnaires of the U.S. International Trade Commission.

4/ Not available.

5/ Compiled from responses of 25 U.S. producers supplying usable income-and-loss data to questionnaires of the U.S.
International Trade Commission. These firms together accounted for approximately 44 percent of estimated U.S.

producers’ shipments of costume jewelry in 1985.
6/ Complied from responses of 19 U.S. producers; the ratio to net sales is based on the net sales of the 19

respondents. .



2. World Suppliers

o Newly industrialized nations supplied most of the increase
in imports from 1981-85. Hong Kong was a leading exporter
throughout the period, while Taiwan and Korea displaced
the United States and West Germany as leaders. Japan and
Italy are other leading competitors of the United States.

Hong Kong, Taiwan, and Korea, the three leading suppliers last year, far
outpaced their competitors in trade growth from 1981 to 1985, each more than
doubling exports, with average annual growth rates in the 19-25 percent range.
Hong Kong nearly doubled its share of world exports, to 21.8 percent.

Together the three supplied 48 percent of estimated world exports in 1985.
Other major competitors were Japan and West European countries, particularly
West Germany, Italy, Austria, France, and the United Kingdom. Even Japan did
no better than a sixth of Hong Kong's export growth rate. Others showed
moderate rates of growth. The United States was the major loser, showing a
29-percent export decline over the period, falling from lead supplier in 1981
to sixth place in 1985. 1Its share of world exports fell from about 13 percent
to 7 percent in that period (pp. 6-7)..

3. U.S. Market

o Growth of U.S. costume-jewelry consumption odtstripged growth

of per capita personal disposable income during 1981-85,
‘as more women worked, low-priced jewelry became more
plentiful, and the popularity of natural materials boosted

jewelry purchases generally.

Apparent U.S. consumption of costume jewelry increased 39 percent, from
$1.17 billion in 1981 to $1.63 billion in 1985--an 8.6-percent annual rate.
The portion of nonmetal jewelry consumed more than tripled, to 15 percent of
total costume jewelry consumed in 1985, up from 5 percent in 1981, as
consumption rose from $60 million in 1981 to $239 million in 1985. Apparent
consumption of nonmetal jewelry increased more during 1981-85 than that of
base-metal jewelry--298 percent vs. 25 percent.

An impetus for this shift has been a change in styles toward inexpensive,
nonmetal jewelry as accessories to casual clothing and sportswear, which have
been popular in recent years. Once these goods are purchased to complement
one outfit, a market develops for additional products in a variety of styles
and colors to match related attire. In addition to a shift in consumers'
tastes, the relatively lower price of such products has contributed to the
growth in this market niche.

Since U.S. suppliers concentrate production predominantly on base-metal
jewelry, imports met 90 percent of the 1981-85 increase in U.S. apparent
consumption of nonmetal jewelry, compared with 38 percent of increased U.S.
consumption of base-metal jewelry. As a result, by 1985, imports accounted
for 84 percent of U.S. nonmetal-jewelry consumption, compared with 65 percent
in 1981 (pp. 7-12). Xi
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4. U.S. Industry Profile

o The U.S. industry of roughly 800 firms consists mainly of
small producers. The 4 larpest producers account for
roughly one-fourth of U.S. producer shipments and the
largest 50, for 68 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
all jewelry manufacturers (including precious-metal jewelry) increased
27 percent from January 1983 to January 1985, the period of the most rapid
rise in U.S. apparent consumption. A moderate trend toward concentration of
costume-jewelry-market power in larger firms has emerged: in 1982 the four
largest firms accounted for 27 percent of U.S. producers' shipments, up from
23 percent in 1977; the 50 largest firms accounted for 68 percent, up from
63 percent in the earlier year. Approximately 40 percent of U.S. producers
are located in the Providence, RI, metropolitan area. (p. 16)

o In nominal terms, domestic industry shipments rose 16 percent
during 1981-85, which was slower than the 39-percent
increase in U.S. apparent consumption. In real terms,
shipments fell 4 percent over that period.

In constant 1981 dollar terms, U.S. producer shipments declined from
$1,053 million to $1,010 million. Despite being by far the largest and
fastest growing market in the world for costume jewelry during the period, the
United States was not able to convert the advantages of its home market and
its traditional supplier relationships into a comparable rate of growth in
industry shipments. With 83 percent of the domestic market in 1981, U.S.
producers supplied only two-fifths of the increase in apparent consumption
during the 4 following years, while importers supplied three-fifths of the
increase, cutting U.S. producers' overall market share to 72 percent
(pp. 9-11, 17-19).

o Costume jewelry of base metal dominated U.S. production,
accounting for 97 percent of U.S. shipments from
1981-85. ‘

The dominance of base-metal jewelry declined slightly, from 98 to
97 percent during 1981-85, as consumer preference shifted to lower priced
jewelry and products of natural materials. In reference to product types,

U.S. producers reported concentrating on earrings (43 percent of shipments in
1985) and on necklaces and other neckwear (18 percent) (pp. 11, 17-19).

o Industry capacity utilization fluctuated widely from a 1982
low of 49 percent to 70 percent in 1984.

The swings paralleled but were somewhat wider than those for all U.S.
manufacturing industries, which bottomed at 58 percent in 1982, recovering to
67 percent in 1984 (pp. 16-17).

Xii



o Distribution channels shifted, with a 9 percentage point rise
in the share of sales directly to retail outlets, and an
equal reduction in the share of sales to wholesalers.

This shift may have produced a structural increase in the

level of inventories producers need to supply retailers.

With the rising popularity of lower priced jewelry, retailers increas-
ingly ordered directly from producers, so that sales to retail operations
increased from 63 to 72 percent during 1981-85, while those to wholesalers
fell from 27 percent to 18 percent. The inventory-to-shipments ratio rose
from 17 percent in 1981 to 23 percent by 1985, and.is now double the
inventory-shipment ratio for all manufacturers, which fell from 14 percent
(1981) to 12 percent (1984) (pp. 22-23).

o Total employment fell 6.7 percent (1981-85), slightly more
than the 4 percent fall in the real value of shipments;

average hourly earnings increased 15 percent; average .
weekly hours were up slightly. Productivity per worker

increased 3 percent.

The industry job loss was 1,600 for the period. The decline reported for
production workers was 7.1 percent. Average hourly earnings in the industry
increased 14.6 percent from 1981 to 1985 (less than the 18.2 percent increase
in the consumer price index), from $4.81 to $5.51. The latter figure compares
with $7.28 for workers in miscellaneous manufactures, and $9.14 in all manu-
facturing. An increase in the number of producers in 1983-84 (see above),
which added to capacity during a time of flat real demand for base-metal
jewelry, might account for some of the decline in productivity noted in
those years (pp. 23-25).

5. Levels and Trends in U.S. International Trade

o Export levels were the first to show signs of some deterior-

ation in the U.S. costume-jewelry competitive position, as

the ratio of exports to producer shipments declined stead-
ily from 7.3 percent in 1981 to 4.2 percent in 1985.

Exports declined by a third, from $77 million to $51 million, mainly
because of strong Asian competition and the strength of the dollar. In 1985,
Canada, Japan, and the United Kingdom were our leading markets, receiving 21,
16, and 9 percent of U.S. exports, respectively (pp. 26-28).

o Base-metal jewelry imports expanded 68 percent from 1981 to

1985 (13.9-percent annual rate). Imports from developing
countries under The Generalized System of Preferences

(GSP) accounted for 62 percent of base-metal jewelry
imports and 74 percent of nonmetal jewelry imports in 1984.

These percentages fell to 46 and 57 percent in 1985 because of reductions
in GSP eligibility. GSP imports accounted for 97-98 percent of 1985
costume-jewelry imports from Korea, India, and the Philippines, the third-,
fifth-, and sixth- largest exporters to the United States. For the two xiii
leading exporters, Taiwan and Hong Kong, the percentages were 59 and
44 percent, respectively (pp. 28-33, 42-46).
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o U.S. imports of costume jewelry under the GSP program more
than doubled during the period, to account for one-half of
imports in 1985. The top three GSP suppliers accounted
for 80 percent of total imports under the GSP in that year.

U.S. imports under the GSP increased from $97 million in 1981 to
$232 million in 1985. GSP imports from the five leading suppliers of costume
jewelry under the program accounted for an average of 66 percent of total
imports from those countries in 1985. GSP imports from Korea more than
tripled; from $20 million in 1981 to $65 million in 1985. Termination of GSP
privileges for Hong Kong on certain costume-jewelry products in 1985 did not
appear to slow its exports significantly, in spite of application of the
15.1 percent duty on non-GSP imports (pp. 42-46).

o The ratio of imports to apparent consumption decreased from
1981 to 1983, but increased sharply in 1984 and somewhat
more in 1985, to an 18.7-percent import-penetration ratio
in the dominant U.S. base-metal market segment.

The apparent deficit balance in U.S.-jewelry foreign trade more than
tripled over the 4 years from 1981 to 1985 to $408 million, equivalent to a
third of U.S. shipments. The rapid expansion of imports was favored by the
shift of U.S. demand to nonmetal jewelry, little-produced by U.S. suppliers,
which bypassed major U.S. producer advantages of nearness to market and
traditional supplier-buyer relationships. The import-consumption ratio for
GSP imports of base-metal jewelry was 8.5 percent in 1985 (pp. 9-12).

6. Leading Competitive Factors
o Foreign-made costume jewelry was reported to enjoy an

overall competitive advantage in the U.S. market,
primarily as a result of pricing advantages.

On the basis of responses to Commission questionnaires, foreign-made
products held an overall competitive advantage in costume-jewelry products and
enjoyed a price advantage, including the ability to satisfy various quality
and price levels. In costume jewelry of base metal, foreign-made products
were still believed to hold the overall advantage but to a lesser degree.
Foreign producers were also reported to offer metal products at lower prices.
Foreign and domestic producers were rated about equal in their ability to
supply metal products at diverse price levels (pp. 46-51).

o Domestically produced costume jewelry was reported to hold a
competitive advantage in marketing factors.

On the basis of questionnaire responses, domestic producers were heavily
favored in all nonprice marketing factors, most particularly in the ability to
deliver products in a shorter time, in product design, and in overall product
availability. 1In terms of having an advantage in product quality and
historical supplier relationships. domestic producers were still favored, but
to a lesser degree. With respect to costume jewelry made of base metal, the
relative performance of domestic products improved. The perceived advantage
of domestic base-metal products was greater than that for domestic nonmetal
costume jewelry in each of the marketing factors, indicating that the U.S.
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industry is more competitive in this sector of the market. For nonmetal
costume jewelry, foreign-made products received a higher rating in every
factor (pp. 61-63).

o Imported products hold a competitive advantage through the

ability to supply a lower priced product because of lower
labor and materials cogt, exchange rates, and other

factors.

In response to Commission questionnaires to U.S. producers, importers,
and purchasers of costume jewelry, two-thirds of all responses indicated that
foreign-made products held a competitive advantage in the U.S. market on the
basis of price; domestic products were rated closest to imports from countries
other than major Asian competitors. Foreign producers were favored in an
ability to supply lower priced products. U.S. producers and importers
indicated that the perceived pricing advantage was the result of lower labor
costs. Although importers rated foreign-made products as having an advantage
because of their lower materials costs and favorable exchange rates,
domestically produced products were believed to hold an advantage in other
pricing factors, such as transportation costs (pp. 51-57).

o Promotional incentives, aimed at retailers, are generally
considered to be an important factor of competition.

Most questionnaire respondents reported that promotional incentives, such
as cooperative advertising, are important factors of competition among
domestic suppliers offering costume jewelry. Other programs, such as in-store
sales support services, point-of-sale promotions, and training for store
personnel, are also popular incentive programs. Most imported products are
not supported by such services or are supported to a limited degree. However,
in general, the price advantages enjoyed by imported products reportedly
outweighed any advantage caused by these promotional incentives (pp. 21-22).

7. Tariff and Nontariff Barriers
o Preferential duty rates reportedly play a significant role

in the international competitiveness of many national
costume-jewelry industries.

The demand for most costume jewelry is highly price elastic, indicating
that any additional cost factor which affects price may have a significant
impact on the competitiveness of those products. Most major world markets for
costume-jewelry products are developed countries, and most leading competitors
are developing nations. Preferential tariff treatment provides developing
nations a competitive advantage in most third country markets because it
lowers' the price of their products relative to those of developed nations.

The effect is that developed-country industries must usually try to compete on
such nonprice factors as quality, design, and delivery time, and to invest
more heavily in such areas (pp. 66-67).
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o Among nontariff barriers affecting the international trade
of costume jewelry, different national marking
requirements are reported to be the most significant.

An indication of the country of origin is required to be marked on
costume-jewelry articles in all major markets. 1In addition, for base-metal
jewelry, most markets require a marking that indicates the fineness of
material used in plating and/or the process by which the article has been
plated. However, there is no universal technical terminology or standards for
such markings. According to a substantial number of questionnaire
respondents, this lack of commonality tends to inhibit the flow of trade
through additional costs, both direct and indirect, in meeting various
national standards. Other nontariff barriers reportedly include import
licensing requirements, and alleged direct or indirect government assistance
to industries (pp. 67-69).

8. Product Standards and Marking Regulations

o Industry representatives allege that country-of-origin
marking requirements related to imported costume jewelry
are not effectively enforced after products move through
Customs.

A substantial number of questionnaires indicated that imported costume
jewelry is often not properly marked as such when it reaches the ultimate
consumer. Existing U.S. Customs regulations allow for the country of origin
markings on certain articles of imported jewelry to be made with gummed
stick-on labels. However, industry representatives allege that such labels
are removed, either accidentally or deliberately, thereby defeating the
purpose of the requirements. Further, they believe consumers have no ready
means to discern whether an item is domestically produced or imported. Thus,
due to limited information, if consumers encounter problems with an article
they often assume it is of domestic origin and erroneously associate the
problem with the domestic industry (p. 68).

9. Financial Experience & Investment Responses of U.S. Producers

o The profitability of U.S. producers respohding to Commission
questionnaires remained relatively stable over the period
1981-85.

Net sales of costume jewelry by U.S. producers reporting full financial
data increased 24 percent, from $433 million in 1981 to $537 million in 1985.
Total expenses incurred increased at the same rate over the period, from
$377 million in 1981 to $468 million in 1985, so that profitability measured
by net income before taxes remained at 12.9 percent of sales in both years
(pp. 71-73).
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o Substantial investment by U.S. producers in pollution control
equipment to meet federal standards for wastewater dis-
charge and employee safety were claimed to have affected
negatively U.S. industry's competitive position vis-a-vis
imports by adding costs not incurred by foreign producers.

Discharges of certain metals and hazardous materials into bodies of water
are restricted under regulations issued by the Environmental Protection Agency
(EPA) that became effective in 1984. Many local governments have also
established water pollution standards, some of which are more stringent than
Federal standards. These rules impact directly on electroplaters, including
those in the jewelry industry, who in turn have reportedly invested in
waste-treatment equipment to remove the hazardous byproducts of their
operations. Further, according to industry sources, in order to provide a
safe working environment for employees under guidelines established by the
Occupational Safety and Health Administration (OSHA), domestic producers
reportedly invested heavily in pollution control equipment. However, from
profit and loss data obtained from the Commission's questionnaires, including
data on capital expenses for environmental control, such investments did not
cause a net decrease in profitability in the industry below levels in prior
years.

Based on discussions with representatives from industries in Taiwan and
Hong Kong, similar regulations exist in those countries; however, enforcement
is reported to be less stringent (pp. 74-76, D-4, D-7).

10. The Competitive Outlook for the U.S. Industry

o Although there is contradictory information concerning the
exact nature of competition between the predominantly base
metal U.S.-produced costume jewelry and foreign-made
jewelry, both in the U.S. market and abroad, concentration
by the U.S. industry on its current strengths in product

quality, design, and marketing appears crucial to its

success in these markets.

U.S. imports of costume jewelry were rated by questionnaire respondents
as having an overwhelming price advantage over U.S. products. So much so, in
fact, that one of the key questions becomes how did the U.S. industry remain
as competitive as it did in the face of this competition. Of primary
importance in determining the U.S. industry's exact competitive position is
the amount of cross-competition that exists between base metal jewelry and
nonmetal jewelry. If the crossover is low, than the U.S. industry faces
relatively less import competition because the greatest import growth was in
nonmetal jewelry. On the other hand, if there is free cross-competition, the
industry faces a far greater competitive challenge. The evidence is mixed.
However, regardless of the exact nature of this cross competition, the U.S.
product was consistently rated better than imports in all the major nonprice
competitive factors, and it is the pursuit of these advantages that promises
to sustain the industry (pp. 76-79).
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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. Costume
jewelry is generally considered jewelry made of nonprecious materials and
synthetic, or imitation stones, and is low to moderately priced and fashion
oriented. It can be separated into that which is an imitation of precious
items and that which is ornamental. Imitation items are usually modeled on
precious metal jewelry and made of comparatively cheaper materials. Fashion
or ornamental jewelry does not generally have precious metal counterparts and
is made of a variety of materials, although various types of plastic, glass,
and wood are most popular. For this investigation, costume 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 material except precious metal (including rolled
precious metal 1/), precious stones, natural pearls, precious metal (including
rolled precious metal) set with precious or semiprecious stones 2/, cameos,
intaglios, amber, or coral, or any combination thereof. Specific materials
commonly used in costume jewelry include base metals 3/, electroplated
metals 4/, glass, plastic 5/, wood, bone, shell, textiles, leather, synthetic,
imitation and semiprecious stones, nuts, and ivory, among others.

Typical articles of jewelry and personal adornment include rings,
earrings and clips, bracelets, necklaces, neck chains, watch chains, key and
chains, brooches, cuff links, collar pins and clips, tie pins and clips,
dress-studs, medals, fobs, pendants, military, fraternal, and similar emblems,
and chain, made of base metal, provided it is produced in continuous lengths.
Also included in costume jewelry are watch attachments, such as bracelets and
straps, as well as insignia, and religious articles (including rosaries,
chaplets, crucifixes, and medals) of a purely devotional character. The
so-called small articles ordinarily carried on the person include cigar and
cigarette cases and holders, spectacle cases, coin purses, card cases, pocket
combs, powder boxes, lipstick holders, money clips and similar articles.

1/ The term "rolled," as used in regard to precious metals, means material
made with a metal base upon one or more surfaces of which a covering of
precious metal is affixed by soldering, brazing, welding, hot-rolling, or
similar mechanical methods, and also includes base metal inlaid with precious
metal.

2/ Semi-precious stones are generally considered to be such because of their
relative softness, inferior brilliance, or comparative abundance. They can
vary widely in price from costly tanzanite, red tourmaline, green garnet, and
colored topaz, to inexpensive amethyst and chrysoprase. ‘

3/ A base metal is any nonprecious metal. Copper, brass, iron and steel,
aluminum and zinc are commonly used in jewelry.

4/ The term "electroplated” applies to any metal with a coating of another
metal by an electrolytic process. Gold, silver and nickel are commonly used
as plating metals for uniformity of color and shine.

5/ Polystyrene, acrylic and PVC are commonly used in costume jewelry.
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All articles classified as costume jewelry and parts thereof under the
Tariff Schedules of the United States (TSUS) have been included in this
study. For simplification, all references to costume jewelry hereinafter
shall include component parts for such articles, except as noted. For
purposes of the investigation we have provided analysis throughout the report

- on the basis of major product categories. All reference to product groupings

refer to those defined below, except as noted:

o 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
used to suspend a pendant, locket or
other ornament.

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

o Watch bracelets - An ornament, to be worn on the wrist,
to which a watch is attached,
including bracelets, bands, and
straps.

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

o Findings - Standardized parts of jewelry
marketed for use in manufacturing or
repair work. This includes items
such as joints, pins, spring rings,
ring blanks, and other unassembled
parts.

o Clasps — An attachment used to connect the two

ends of a neck chain, necklace,

bracelet, or similar piece of jewelry.

Included here are all other articles

of jewelry and personal adornment

such as bracelets, brooches, tie pins
and clips, coin purses, collar pins
and clips, key chains, cuff links,
medals, money clips, emblems,
insignia, pendants, and various small
cases and boxes.

o Other jewelry articles



Chapter 2. World Markets

Not only has the United States been the world's largest importer of
costume jewelry for more than a decade, but during the period 1981-85, U.S.
imports rose by nearly 150 percent (25 percent per annum) to account for more

" - than 50 percent of total world imports. By comparison, total world imports

increased by an estimated 37 percent during the period, an average annual rate
of 8 percent.

United Nations and national trade statistics indicated that the top 10
importers of costume jewelry 1/ during 1981-85, their respective shares, and
the share of U.S. exports in each market in 1985 were as follows:

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

total from exports
Country 1981 1982 1983 1984 1985 1985 1981 1985
1,000 dollars - -Percent———-——-
United States.. 205,161 190,036 211,128 414,371 505,885 52.2 146.6 -
France....... . 56,729 56,174 50,505 53,075 67,604 7.0 19.2 3.6
United
Kingdom..... 47,369 45,039 42,927 53,993 64,350 6.6 35.8 9.0
Canada......... 26,322 19,004 23,645 37,561 49,597 5.1 88.4 20.9
Japan.......... 38,063 38,354 39,165 44,078 45,547 4.7 19.7 15.5
Hong Kong...... 35,119 26,959 25,556 31,077 44,091 4.5 25.5 4.9
Switzerland.... 31,337 30,598 31,112 31,236 40,854 4.2 30.4 2.8
West Germany... 44,638 39,392 35,450 35,240 39,371 4.1 -11.8 2.8
Italy......o0n 21,373 20,176 19,256 21,292 26,365 2.7 23.4 2.2
Australia...... 14,091 12,559 11,621 14,878 18,815 1.9 33.5 4.7
World.......... 710,172 661,108 593,045 833,532 970,000 1/ 100.0 36.6 100.0

1/ Estimated.

Figure 1 illustrates the relative country shares in 1985. With the
exception of 1984, France was the second largest importer during the period,
but was 7.5 times smaller than the U.S. market in 1985. Canada, which
accounted for 5 percent of imports in 1985, was the only market that
approached the United States in growth rate, increasing by 88 percent during
1981-85. An apparent trend in all major world markets is toward nonmetal
costume jewelry. Earrings and neckwear are the most popular articles and
plastic, beads, and wood the most popular materials. The U.S. market will be
discussed in greater detail following this section.

3

1/ Costume jewelry is defined as those products included in SITC item 897.2.
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2.1 France

French imports of costume jewelry rose 19 percent between 1981 and 1985,
when it accounted for 7 percent of world imports. According to the latest
available statistics, Hong Kong was the leading supplier of costume jewelry to.
France in 1984. Hong Kong, Italy, and West Germany have been the major
suppliers of costume jewelry to France over the period. Together these
countries account for almost one-half of total French imports. Base-metal
jewelry was the principal imported article accounting for over 90 percent of
total costume-jewelry imports during the period. France's principal import
from Hong Kong, accounting for approximately one-third of their total
costume-jewelry exports to France, was metal watch bands. The principal
product from Italy, accounting for over one-third of their total exports, was
unplated base-metal jewelry articles; and that from West Germany, accounting
for over one-fourth of their total exports, was plated base metal jewelry
articles. -

2.2 United Kingdom

U.K. imports of costume jewelry rose 14 percent from 1981 to 1984 and
19 percent between 1984 and 1985. According to the latest available
statistics the relative share of imports of costume jewelry made of base metal
decreased from 94 percent in 1980 to 77 percent in 1984. The bulk of such
imports in 1981 was plated base-metal costume jewelry from Ireland. In 1984,
Ireland continued to be the principal supplier of base-metal-plated jewelry;
however, imports of nonmetal jewelry from Hong Kong increased approximately
fivefold over the period.
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The U.S. was the largest supplier of costume jewelry to the United
Kingdom in 1981 and accounted for $8 million, or 18 percent of total
costume-jewelry imports. Hong Kong was the second largest supplier in 1981
and accounted for $8 million, or 16 percent of such imports. This situation
reversed itself during 1981-85. Such imports from Hong Kong increased
20 percent to $9 million in 1984, or 17 percent of total imports; Hong Kong
became the largest supplier to the United Kingdom. Imports from the United
States, however, decreased 39 percent and amounted to $5 million in 1985, or
10 percent of total imports, as the United States slipped to the second
leading supplier. The increased importance of Hong Kong can be attributed to
its aggressive export marketing and ability to supply lower priced products.
They also offer a variety of products made of nonmetal materials whose
popularity has increased in recent years.

2.3 Canada

Canadian imports of costume jewelry rose 88 percent, averaging 17 percent
per annum, from 1981 to 1985, accounting for 5 percent of world imports. The
relative share of imports of costume jewelry made of base metal decreased from
approximately 75 percent in 1981 to 65 percent in 1985. According to export
statistics of partner countries, it is estimated that the bulk of Canadian
nonmetal costume-jewelry imports are from European nations, and those of base
metal are from the United States and Asian nations.

The United States was the largest supplier of costume jewelry in 1981,
accounting for $16 million, or 61 percent of total imports. Imports from the
United States increased 48 percent to $24 million in 1985, or 47 percent of
total imports. Hong Kong was the second largest supplier in 1985, accounting
for $8 million, or 17 percent of total imports. Such imports from Hong Kong
almost tripled from their $3 million value in 1981. Taiwan was the third
largest supplier in 1985, accounting for $4 million, or 8 percent of total
imports.

2.4 Japan

Japanese imports of costume jewelry rose 20 percent during 1981-1985,
when they accounted for 5 percent of world imports. Base-metal jewelry
accounted for over 90 percent of total costume-jewelry imports during
1981-85. Over the period, plated-jewelry articles accounted for approximately
.one-half of Japan's total costume-jewelry imports and metal watch bands,
primarily from Hong Kong, accounted for an additional 30 percent of total
imports. Imports of nonmetal costume jewelry from Hong Kong and The Republic
of Korea (Korea) increased approximately fivefold over the period.

The United States was the largest supplier of costume jewelry in 1981,
accounting for $10 million, or 26 percent of total costume-jewelry imports.
Approximately one-fifth of total imports from the United States were plated
base-metal costume jewelry. Hong Kong was the second largest supplier,
accounting for $7 million, or 17 percent of such imports. By 1985, this
situation was reversed. Such imports from Hong Kong more than doubled to
$13 million, or 29 percent of total imports, and Hong Kong became the largest
supplier. Imports from the United States declined 14 percent, amounting to
$8 million in 1985, or 19 percent of total imports.



In 1985, the United States continued to be the principal supplier of
base-metal plated jewelry, accounting for $7 million, or 16 percent of total
imports. The bulk of the increase in imports from Hong Kong was in metal
watch bracelets, which rose from $6 million in 1981 to $10 million in 1985.
The decline in imports from the United States was in plated-jewelry articles,
-such as brooches, neckwear, and pendants.

Chapter 3. World Suppliers

As the only world supplier of costume jewelry to experience a drop in
exports during the overall period 1981-85, the United States plunged from the
number one world exporter to sixth place. United Nations and national trade
statistics indicate that the top 10 world exporters of costume jewelry 1/ for
the period 1981-85, their respective shares, and their share of U.S. imports
in 1985 were as follows:

Share Share
of Change, of
world 1985 u.s.
, total from imports
Country 1981 1982 1983 1984 1985 1985 1981 1985
———————————————— 1,000 dollars—————————————--~— ~——-—-Percent-—————
Hong Kong...... 74,007 70,287 87,213 135,469 179,770 21.8 142.9 24.8
Taiwan......... 52,097 58,250 70,453 101,417 114,793 - 13.9 120.3 25.5
Republic of
Korea....... 49,715 73,766 51,686 71,790 101,200 12.3 103.6 14.6
West Germany... 61,040 57,798 52,121 53,268 67,217 8.1 10.1 1.3
Japan.......... 50,360 35,676 44,632 51,231 62,358 7.6 23.8 12.6
United States.. 80,164 64,397 58,998 57,146 56,953 6.9 -29.0 _
Italy.......... 44,145 39,784 37,759 40,207 54,094 7.1 6.6 2.9
Austria...... .. 23,017 21,694 22,470 25,583 38,566 4.7 67.6 1/
France......... 25,759 21,285 17,244 22,607 34,652 4.2 34.5 1.8
United
Kingdom..... 29,490 25,051 22,269 26,133 33,158 4.0 12.4 0.9
World...... ... 624,836 594,025 549,171 659,095 825,000 2/ 100.0 32.0 100.0

1/ Less than 0.5 percent.
2/ Estimated.

Leading the low-cost Asian jewelry producers was Hong Kong which became
the world's leading exporter of costume jewelry in 1983, as total exports from
Hong Kong were rising 142 percent from 1981 to 1985 for an average annual
increase of 2% percent. In 1985, Hong Kong accounted for 22 percent of total
world exports of costume jewelry (figure 2). Taiwan rose from the fourth
leading exporter in 1981 to the second leading exporter in 1983, at which
position it has remained, as exports of costume jewelry from Taiwan more than
doubled (an increase of 22 percent per annum). Taiwan peaked at 15 percent of
total world exports in 1984. Korea's rank as an exporter during this period

1/ Includes items classifiable in SITC item 897.2.



ranged from first to sixth and was third in 1985, accounting for 12 percent of
total world exports. West Germany and Japan were the fourth and fifth leading
exporters in 1985, accounting for roughly 8 percent of total world exports

each.

Figure 2. Costume jewelry: Major world suppliers, 1985

All other (36.3%)

Chapter 4. U.S. Market

4.1 Domestic Market Profile

The world's largest consuming market for costume jewelry products is the
United States. 1In addition to supporting a large domestic industry, the U.S.
market also accounts for more than- one-half of the world's total imports of
costume jewelry. With the exception of jewelry findings and clasps, the
ultimate consumers of products included in this report are individuals.
During 1981-85 the growth and product composition of the U.S. market was
heavily influenced by economic factors and subjective preferences. Among
economic factors which affected the growth of the U.S. market were employment
levels and trends, personal disposable income levels and growth, and the
rising price of input materials and finished goods. Industry sources
indicated that the most important subjective factor influencing consumer
buying habits was the "look" accessories lend to fashions. Recent consumer
preferences for less-expensive products resulted in a shift in the market,
primarily in terms of product materials.

The return of women to the workforce was a major contributing factor to
the expansion and changing composition of the market. According to industry
sources, jewelry has traditionally been considered a gift item and most



purchases were for that purpose. The popularity of jewelry articles as gift
purchases declined somewhat as consumers bought more items for their personal
wardrobes. Self-purchases currently account for approximately two-thirds of
all sales. Women, ages 22-40, represent the largest purchasing category and
account for over one-half of total sales. The desire to complement a woman's
work wardrobe, by adding a feminine look to business attire, has prompted new
designs in costume jewelry.

The popularity of jewelry as a gift item results in the highly cyclical
or seasonal nature of the domestic market. Approximately one-fourth of annual
jewelry sales occurr during December. The seasonality of the costume jewelry
market is less significant than that of the precious-metal jewelry market
because costume products are less expensive and are often purchased on impulse.

In addition to the structural seasonality of the jewelry market,
unpredictable fads and trends also play a significant role in the market. The
difference between a fad and a trend is the length of impact on the market.
When the popularity of a market element, such as a particular article,
material, or design, skyrockets for a relatively short period of time, that
element is considered to be faddish. The popularity of the element evaporates
once the novelty wears off. Fads appear to be frequent in the domestic market
since styles turnover very quickly. With each new fad, demand for specific
articles shift, but the overall market is not significantly affected. Some
fads, however, can turn into trends. If a fad remains popular for a
relatively long period, usually more than one to five years, it is considered
a trend in the marketplace and can last for many years.

"Twister-bead" necklaces provide an example of the short-lived fad.
Prior to 1984, this style of necklace, where a number of bead strands are
twisted together, was not in vogue. During late 1983 and 1984, these
necklaces became popular as they were highlighted in fashion publications and
consumers considered their "look'" appealing. By 1985, the "look" was out of
style and sales declined and are currently very low. Gold necklaces and neck
chains provide an example of a fad which has become a trend. These goods
attained faddish popularity in the late 1970's. Since then, however, the
popularity of these goods has only modestly declined yet, according to
industry sources, they remain a steady selling item.

Many factors affect the popularity of particular styles in the domestic
market, however, most popular designs are reportedly based on current styles
in Europe, with a 6 month to a year lag. In recent years, television and
music videos have expanded the market in terms of styles and price ranges.
Much of the current popularity of costume jewelry can be attributed to the
influence of certain music video personalities. The wide range of costume
jewelry styles, from simple bangle bracelets to elaborate stone-set items, has
increased the price range for costume jewelry. By combining materials and
designs, certain high-end costume jewelry is priced at levels that were once
exclusive to precious-metal jewelry. As another example of the media's
influence, industry sources attribute the current popularity of bracelets to
certain musicians' multiple bracelet "look." This has not only affected the
youth market (ages 13-17) but has transcended it to reach various other age
groups. A more conservative look can be achieved by wearing only one or two
bracelets. v



Licensing has become a popular facet of jewelry marketing. Virtually any
commercial name, personality, or'character can be licensed and used in jewelry
products, ranging from key rings to pendants. Licensing is said to have a
major impact on consumers, who identify the licensee's image with the
product. In the highly competitive jewelry market, any marketing advantage
can significantly affect business. Some producers use licensing as a
technique to broaden their lines within a price range, as well as to add new
markets. Others value the exclus1v1ty in product distribution that licensing
allows. Some of the drawbacks to licensing include the fact that the
manufacturer must get prior approval for most designs, or changes in design,
and promotional materials. In addition, manufacturers reportedly pay
substantial fees’and royalties, based on sales, to the licensee.

‘According to respondents of the Commission's purchaser's questionnaires,
purchases of costume jewelry are often made in bulk, based on market demand,
price, design, quality, and availability of product; country of origin is not
considered in their purchasing decisions. Most respondents indicated that it
was virtually impossible to differentiate between domestically produced
products and those imported. They noted that many of their suppliers make no
distinction between the two. Since country of origin is not a major factor in
purchasing decisions, and most firms cannot maintain records in this manner,
it is difficult to discuss the domestic market purely in terms of
domestlcally—produced and imported products.

Acccrding to industry'reports which discuss only jewelry articles (i.e.,
excluding watch bracelets), approximately 45 percent of retail jewelry sales
consist of earrings, 25 percent of neckwear, 15 percent of rings, and the
remainder of other articles, such as ‘bracelets, brooches, etc. Base-metal
articles dominate the fashion jewelry market, the bulk of which are
electroplated. Of nonmetal products, plastic jewelry accounts for about
one-third of the market; wood accounts for about one-fourth; and the remainder
is distributed among a variety of other materials. Nonmetal jewelry is
currently popular with all ages because it is inexpensive and can complement
any wardrobe. - :

Responses to the Commission questionnaires corroborate the industry
reports. According to questionnaire responses, earrings, the bulk of which
were base metal, accounted for the largest share of costume jewelry purchases,
amounting to 58 percent in 1985, up from 45 percent in 1981. Neckwear, also
primarily base metal, was the second most popular category, accounting for
32 percent of the total in both years. Rings and watch bracelets showed
declining importance, dropplng from shares of 6 percent and 8 percent in 1981
to 5 percent and 2 percent, respectively, in 1985.  The share accounted for by
the remainder, which consisted of religious artlcles, f1nd1ngs, and clasps,
dropped from 9 percent to 3 percent.: ‘ :

4.2 Trends in Consumption and Import Penetration

Estimated U.S. apparent consumption of costume jewelry -and parts thereof
increased 39 percent, by $456 million during 1981-85, represented primarily by
imports, which experlenced an average annual increase of 24 percent, compare§
with 4 percent for U.S. producers' shipments (table 1; fxgure 3). The largest



Table 1.--Costume jewelry:

10

Producers' shipments, exports of domestic mer-
chandise, imports for consumption, and apparent consumption, 1981-85

(Value in millions of dollars; change in percent)

Ratio (per-
cent) of
Producers' Trade Apparent imports to
shipments 1/ Exports Imports balance consumption consumption
Value
1981.....0000 0t 1,053 77 193 -116 1,169 16.5
1982,..... e 1,056 61 177 -116 1,172 15.1
1983......c0000 1,121 55 194 -139 1,260 15.4
1984............ 1,183 53 379 -325 1,509 25.1
1985............ 1,216 51 460 -408 01,625 28.3
Change
Change, 1985
from 1981..... 15.5 -32.7 138.5 251.3 39.0 71.5
Average annual
change, 1985
from 1981..... 3.7 -9.4 24.3 36.9 8.6 14.4

Source:

1/ Projected from shipments data compiled from responses to questionnaires of the
U.S. International Trade Commission

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

S
{] Imports

Domestic
product

Figure 3. Costume jewelry: Apparent U.S.
consumption, 1981-85
1800 T
1600+
1400 4 - 28%
1200 4
N
Millions 1000 \"§
of dollars goo4 2§}$§
600 + N
4004 N
NN
200 + \\ N
0 NN
84

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission and official
statistics of the U.S. Department of Commerce.
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annual growth occurred during the 1983-84 period, when apparent consumption
increased 20 percent as imports grew by $185 million (95 percent). The growth
in imports caused the ratio of imports to apparent consumption to increase
from 17 percent in 1981 to 28 percent in 1985. Again, the largest increase
occurred during the 1983-84 period as the ratio of imports to apparent
consumption jumped from 15 to 25 percent. The 39-percent growth in
consumption was mainly a reflection of the return of women to the workforce,
supported by slight growth in per capita disposable personal income, which
increased 7 percent from approximately $9,800 in 1981 to $10,500 in 1985. 1In
addition, the growth in popularity of low-cost costume jewelry gave an impetus
to the overall rise in consumption of all costume-jewelry products.

Costume jewelry made of base metal. Reduced imports and exports of
base-metal costume jewelry combined with small growth in U.S. producers'
shipments to give little change in apparent consumption during 1981-83.
Consumption then increased 22 percent from 1983 to 1985, as producers'
shipments increased by $98 million (9 percent) and imports by $149 million
(135 percent) (table 2). The ratio of imports to apparent consumption for
base-metal jewelry declined from 14 percent in 1981 to 10 percent in 1983 and
then rose annually to 19 percent in 1985, with the largest increase occurring
during 1983-84,

Table 2.--Costume jewelry made of base metal: 1/ Producers' shipments, exports of
domestic merchandise, imports for consumption, and apparent consumption, 1981-85

(Value in million of dollars; change in percent)

Ratio (per-
cent) of
Producers' Trade Apparent imports to
Year shipments 2/ Exports 3/ Imports 3/ balance consumption consumption
Value
1981......... 1,029 73 154 -81 1,110 13.9
1982......... 1,028 58 ' 123 -65 1,093 11.3
1983......... 1,076 52 110 -58 1,134 9.7
1984......... 1,142 51 191 -140 1,282 14.9
1985......... 1,174 48 259 -211 1,385 18.7
Change

Change, 1985

from 1981.. 14.1 -34.3 68.2 160.5 24.8 34.5
Average annual

change, 1985

from 1981.. 3.4 -10.0 13.9 27.0 5.7 7.7

1/ Estimated from responses to questionnaires of the U.S. International Trade
Commission.

2/ Projected from shipments data in response to questionnaires of the U.S.
International Trade Commission.

3/ Estimated from questionnaire responses for import and export data applied to 11
official statistics of the U.S. Department of Commerce.

Source: Compiled from official statistics of the U.S. Department of Commerce,
except as noted.
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Costume jewelry made of materials other than base metal. Although U.S.
producers' shipments of nonmetal costume jewelry rose at an average annual
rate of 15 percent during 1981-85, the near quadrupling of apparent
consumption was due primarily to U.S. imports, which increased at more than a
50-percent annual rate (table 3). Imports more than doubled from 1983 to 1984
alone. Estimated U.S. exports of nonmetal costume jewelry remained fairly
steady over the period. The ratio of imports to apparent consumption for
nonmetal costume jewelry increased from 65 percent in 1981 to 84 percent in
1985. The largest increase occurred during the 1983-84 period as the import
share increased from 67 to 84 percent. The sharp rise in consumption can be
attributed to the increasing popularity of nonmetal costume jewelry,
particularly necklaces and earrings.

Table 3.--Costume jewelry made of materials other than base metal: 1/ Producers'
shipments, exports of domestic merchandise, imports for consumption, and apparent
consumption, 1981-85

(Vvalue in million dollars; change in percent)
' ’ Ratio (per-

cent) of
Producers' Trade Apparent imports to
Year shipments 2/ Exports 3/ Imports 3/ balance consumption consumption
Value
1981......... 24 3 39 -36 60 65.0
1982......... 28 3 54 -51 79 68.4
1983......... 45 3 85 -82 127 66.9
1984......... 42 3 188 -185 227 82.8
1985......... 42 3 200 -197 239 83.7
Change
Change, 1985
from 1981.. 75.0 0 412.8 447.2 298.3 28.8
Average
annual
change,
1985 from
1981....... 15.0 0 50.5 52.9 41.3 6.5

1/ Estimated from responses to Commission questionnaires.

2/ Projected from shipments data in response to questionnaires of the U.S.
International Trade Commission.

3/ Estimated from questionnaire responses for import and export data applied to
official statistics of the U.S. Department of Commerce.

Source: Compiled from information supplied in response to Commission
questionnaires and official statistics of the U.S. Department of Commerce.

12
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Chapter 5. U.S. Industry Profile

5.1 Production Process

Just as costume jewelry can be made of a wide variety of materials, there
are also a broad range of production technologies involved. In general, the
degree of mechanization in the production of jewelry is inversely related to
the quality of the metals and stones used; the less costly the materials, the
lower the degree of skill and handwork required. Some jewelry products such
as metal expansion watch bands, however, contain mechanisms that require a
greater degree of precision and mechanization than does an ornament with no
moving parts. Despite automation in costume jewelry production, the
manufacturing process is still fairly labor intensive, particularly in the
assembling of metal jewelry.

The types of processes used within a plant depend on factors that include
the degree to which the plant is self-contained and does not rely on job shops
for certain operations, how many parts (if any) must be supplied from outside,
and whether the firm merely assembles jewelry from purchased stock findings or
produces all parts internally for captive production. ' The particular process
used in fabricating a piece of jewelry will also depend, to a large extent, on
the material being used. For example, a stamping 1/ process cannot be used in
making beads, while grinding 2/ is not normally used in making metal jewelry.
In general, however, all costume jewelry is produced in two phases. The first
phase involves the forming or shaping of the piece, and the second involves
finishing operations. A discussion of each of these steps follows as it
applies to selected materials.

Forming the piece. Beads used in costume jewelry can be made from a
variety of materials, including plastic, wood, mineral stones, bone, and
shell. The first step in processing such raw materials is to slice the raw
form into a desired thickness to form flat pieces. These flat pieces are then
diced to form cubes which, when ground into a round form, will yield a bead of
the desired diameter. Metal beads, usually hollow, are formed by stamping a
piece of tubing into a round die that will yield the desired diameter bead.
Beads can be dyed, frosted, enamel-baked, or vacuum-plated to yield any
desired color or shade. Once the beads are formed, holes are drilled, using a
standard or sonic drill, and finished. Plastic beads are generally formed by
injection molding and are often molded directly on thread.

Metal parts used in the manufacture of costume jewelry are usually made
from flat stock, wire, or tubing. The two basic methods of processing metal
involve the cutting of forms from flat stock or creating complex designs of
solid metal using casting techniques. Stamping involves the mechanical
formation of parts by striking flat stock into dies in power-driven or
foot-operated presses to create desired forms. Photo-chemical milling is a
technique in which a design is etched on flat stock that has a sensitized
surface. The flat stock is then subjected to an acid bath that eats away the
metal around the design enabling small parts to be produced without distortion
or burr edges.

1/ Stamping involves forming a piece from flat stock in a power or hand->
driven press. '

2/ Grinding involves the rough shaping of a stone, in preparation for
polishing.
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Casting of jewelry parts consists of pouring liquid metal into molds of
bronze, rubber, or plaster to form or duplicate jewelry from a wax pattern.
Pressure may be applied to the molds by centrifugal force, air, steam, or a
vacuum beneath the mold. Generally, the lost-wax casting method is used in
most costume jewelry production. This involves the making of a "tree'" of

© . numerous identical wax models affixed to a wax base and pouring plaster of

Paris over the "tree" to form the mold. When the plaster dries the mold is
fired and the wax melts away, leaving a hollow cavity into which the molten
metal is poured. When the casting cools, the mold is broken and the jewelry
is cut off, making it ready for finishing. Die casting, another popular form
of casting, is a process in which molten metal is forced into a metal mold or
die under pressure. Casting has two advantages over stamping in that it is
often less costly and allows more freedom of design. Brass, tin,
zinc-aluminum, and lead are most often utilized in casting.

Following the manufacture of the component parts, the pieces are
assembled mechanically or by hand with the use of rivets, screws, and springs,
or by soldering or welding pieces together. The solder material varies from
hard solders, consisting of relatively expensive golds and silvers, to soft
solders of lead and tin.

The use of plastic materials for costume-jewelry articles has increased
in recent years. Popular plastic jewelry items include beads, necklaces,
bracelets, and brooches. Plastics add a wide range of textures, shapes, and
colors to a product line. The manufacturing of plastic jewelry involves
capital investment in machinery, primarily injection mold machines, but does
not require a high level of technology. Injection molding involves the making
of a metal mold into which heat-softened plastic is injected and in which it
solidifies in the desired shape. Once the piece is formed, it is ready to be
finished.

Finishing. The final step in the manufacturing process, finishing,
varies with the types of materials used and the desired final effect. For
beaded jewelry, operations usually include only stringing and packaging. 1In
metal jewelry, however, operations to create a desired appearance are more
complex. In general, metal costume jewelry is polished and electroplated to
conceal raw edges and add uniformity of color. Once the metal achieves the
desired look, there may be some stone setting and further polishing before
packaging.

Polishing involves the gradual smoothing and buffing of the metal to
achieve a desired texture and shine. Materials used as polishing agents
include emery paper, cloth, wood, leather, cotton, and wool. These operations
can be done with various polishing wheels operated by hand or by machine.
Usually, a tumbling method is used to polish large quantities of relatively
small costume jewelry articles. 1/

Depending upon the base material, various forms of plating can be used to
create a piece of gold-look or colored jewelry. If the base material is
plastic or wood, a vacuum plating is generally used to bond a coating metal to
the base material. Vacuum plating is a process whereby a coating metal is

1/ Tumbling is used to polish jewelry of certain forms by rotating them in a
power-driven barrel with special polishing agents; the pieces are polished by
friction as they "tumble" on each other.

14
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deposited on a substance by volitization in a vacuum. The result is a
metallic finish that is microscopic in thickness and inexpensive to produce.
If the base material is a metal, it is usually electroplated. This process
involves covering the base metal with a film of another metal by an
electrolytic process. The article to be covered is immersed in a chemical

. solution; electric current flows through the solution from a piece of metal
(anode) to the article (cathode), depositing the metal on it. A variety of
metals and alloys can be used in this process, which can give the appearance
of an expensive piece at relatively low cost. The most common metals used are
gold and its various alloys, silver, and nickel. Nickel plating is an
estimated 30 percent cheaper than silver plating but is seldom used in
high-price pieces because it tarnishes easily. Other metals including
rhodium, platinum, copper, and bronze can also be used to achieve desired
results. '

Certain costume-jewelry articles have unique production processes. For
example, the production of cloisonne jewelry involves an enameling process in
which thin strips of metal are soldered, in the form of designs, to the
surface of a piece of metal. The spaces enclosed by the little metal walls
are then filled with different colors of enamel. Generally, cloisonne items
are enameled and fired four to seven times at a temperature of between 700 and
900 degrees celsius, depending on the design. After firing, the enamel
surfaces are ground and polished, with the enamel forming the decoration.

Jewelry necklaces and neck chains are generally made of gold or gold
alloys (such as 14 karat, 18 karat, etc.); however, for the low-price end of
the market they are usually made of electroplated base metals. While some
chain is made by hand, most is manufactured by machine. The use of chain
machines from West Germany or Italy is predominant in many parts of the world,
although some U.S. chain manufacturers have built their own machines, usually
based on Italian or West German designs. Different sizes and types of
machines, as well as separate tooling, may be required, depending on the type
of chain manufactured. The two most common types of chain machines are curb
and cable. 1/

The production process for chain begins with wire. The wire is fed from
a spool or coil into a machine, where links are formed and connected. The
chain is strung off the machine in hanks and wiped clean. The next step is to
prepare the chain for soldering by coating it with talcum powder. Most
producers throughout the world solder chain in an electric dissociate ammonia
furnace. Alternative production methods are high-frequency induction or
open-flame soldering. After soldering, the chain is cleaned. The process can
end here, but usually chain is processed further by hammering, flattening, or
faceting 2/, depending on the style desired. Hammered chain must be
annealed 3/ one or more times for greater strength and flexibility.

Once the desired style is attained, mending operations are performed to
repair broken or weak links. The chain can be sold as footage chain or made
into finished jewelry articles by cutting it to desired lengths and adding

1/ Cable chain consists of Lhree-dimensional interconnected links. Curb [
chain is cable that has been flattened to "two" dimensions.

2/ Faceting involves putting facets, or polished surfaces, on an item.

3/ Annealing involves heating the metal to make it softer and easier to work.
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spring rings, or otherwise manipulating it. Electroplating-finished chain
provides a uniform color and sparkling appearance and is a standard practice
among many chain manufacturers.

5.2 Structure of the Domestic Industry

U.S. producers. There were approximately 800 U.S. producers of costume
jewelry during 1981-85. Exact figures on the number of establishments are not
available; however, according to information supplied by the Jewelers Board of
Trade, the number of all jewelry manufacturers (costume and precious)
increased 27 percent from January 1983 to January 1985. Approximately
two-thirds of all costume jewelry manufacturers are located in the Northeast,
primarily Massachusetts, New York, and Rhode Island. Rhode Island alone
accounts for the largest concentration of such firms, and is home to
approximately 40 percent of U.S. costume jewelry manufacturers. The
concentration of manufacturers and suppliers in the New England region allows
for effective economies of scale in costume jewelry production through the use
of a large pool of trained jewelry workers, suppliers of parts, and
subcontractors. Additionally, many major buying offices located in New York,
a major fashion market and wholesale costume jewelry district, have relatively
easy access to manufacturers. Other major centers of production are located
in California and New Jersey.

U.S. producers of costume jewelry are somewhat specialized although
generally not vertically integrated. Most manufacturing jewelers who produce
finished articles purchase raw materials, parts, and services from jobbers
such as casters, stampers, chain manufacturers, findings and other parts
manufacturers, and electroplaters. According to the Census of Manufactures,
the 4 largest firms in 1982 accounted for 27 percent of total industry
shipments; the 8 largest for 37 percent; the 20 largest for 54 percent; and
the 50 largest firms accounted for 68 percent of total industry shipments.
These shares were all greater than the corresponding values reported in the
1977 Census.

Capacity utilization. Responses to the Commission's questionnaires were
insufficient to provide an in-depth analysis of capacity utilization in the
industry. However, according to the latest available statistics published by
the U.S. Department of Commerce, the capacity utilization of U.S. costume
jewelry manufacturers decreased from 53 percent in 1981 to 49 percent in
1982. Such utilization then increased to 70 percent in 1984. This follows a
similar trend of capacity utilization rates for all industries that declined
from 66 percent in 1981 to 58 percent in 1982 and then increased to 67 percent
in 1984.

Available information from questionnaire responses indicated that the
greatest portion of capacity by domestic producers is devoted to production of
earrings and neckwear. Religious articles and clasps were the least often
produced and received the smallest portion of productive resources. Increased
operating and production costs and increased competition from imports in the
U.S. market were cited as factors limiting the expansion of production and
market share. These factors combined to contribute, in part, to the decline 16
in capacity utilization of U.S. producers. Furthermore, overall capacity rose
as the number of producing establishments increased. Other factors
contributing to underutilized capacity included acquisitions and mergers, as
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well as costs required to bring factories in. compliance with federal, state,
and local pollution control standards.

U.S. producers' shipments. The estimated value of U.S. producers’
shipments of costume jewelry and parts rose from $1.05 billion in 1981 to
$1.22 billion in 1985, or by 16 percent (table 1).

The estimated share of costume jewelry of base metal decreased from
approximately 98 percent in 1981 to 97 percent in 1985 (figure 4). On the
basis of responses to Commission questionnaires, approximately 38 percent of
producers' shipments in 1981 were earrings, 20 percent were neckwear,

12 percent were watch bracelets, 7 percent were rings, 1 percent were
findings, religious articles, and clasps, and 22 percent were other jewelry
articles (figure 5). By 1985, the relative proportion of earrings increased
to 43 percent, watch bracelets dropped to 8 percent and most other products'
shares were steady or declined (figure 6). The shift in product concentration
reflects changing market demands caused by fashions, hairstyles, and consumer
preferences.

rigure 4. Costume jewelry: U.S. producers’ shipments, by material,
1981-85
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Estimated producers' Shipménts of base-metal costume jewelry, which were
stable from 1981 to 1982, increased 14 percent by 1985, for an average annual
increase of 4.5 percent between 1982 and 1985 (table 2). Since base-meta
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Figure 5. Costume jewelry: U.S. producers’
shipments, by product, 1981
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Figure 6. Costume jewelry: U.S. producers’
shipments, by product, 1985
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International Trade Commission.
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costume jewelry accounts for virtually all costume jewelry production, the
product breakdowns by percent are similar to those for all costume jewelry.

Estimated producers' shipments of nonmetal costume jewelry increased
87 percent, by $21 million, from 1981-83, and then decreased 6 percent in 1984
and 1985, for an overall incrgase of 77 percent (table 3).

Based on data obtained from the questionnaire, earrings and neckwear were
the major nonmetal products shipped in 1981, accounting for an estimated
46 percent and 40 percent of total shipments, respectively (figure 7). Other
jewelry articles accounted for 12 percent of total shipments; the remainder
was divided between watch bracelets and findings. By 1985, the relative
importance of earrings and neckwear decreased slightly to 37 percent and
35 percent, respectively. Other jewelry articles experienced the largest
increase in share as it doubled to account for 25 percent of total industry
shipments (figure 8). No production of nonmetal rings, clasps, or religious
articles was reported for the period by questionnaire respondents.

The significance of earrings and neckwear in nonmetal costume-jewelry
production can be attributed to the demand for personal adornment by women and
children. Most of these products are inexpensive colored plastic articles
that dress up women's sportswear currently in vogue. Children's jewelry is
reportedly popular because there are more young girls who try to emulate their
mothers and dress like women with inexpensive plastic jewelry articles.

The following tabulation shows the trend in estimated U.S. producers’
shipments for all costume jewelry and that for base-metal and nonmetal costume
jewelry (in constant 1981 dollars):

All costume Index Base-metal Index Nonmetal Index
Year jewelry (1981=100) jewelry (1981=100) jewelry (1981=100)
1981.... 1,053 100.0 1,029 100.0 24 -100.0
1982.... 998 94.8 972 94.5 27 112.5
1983.... 1,039 98.7 997 96.9 42 175.0
1984.... 1,058 100.5 1,021 99.2 38 158.3
1985.... 1,010 ~ 95.9 975 94.8 35 145.8

Estimated producers' shipments of all costume jewelry decreased 4 percent
from 1981 to 1985. Estimated shipments of costume jewelry made of base metal
decreased 5 percent during the period and estimated shipments of nonmetal
jewelry increased 45 percent. The real growth in production of nonmetal
costume jewelry can be attributed to changing consumer preference, but for the
most part imports satisfied this demand.

Producer costs. The following tabulation shows the percentage of raw
materials cost and value added by manufacture 1/ to shipments and the
percentage of production workers' wages to value added, as compiled from

1/ Value added by manufacture is derived by subtracting the cost of 19
materials, supplies, containers, fuel, purchased electricity, and contract
work from the value of shipments.
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Figure 7. Costume jewelry: U.S. producers’ shipments
of nonmetal costume jewelry, by product, 1981
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of nonmetal costume jewelry, by product, 1985
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official statistics of the U.S. Department of Commerce, for the years 1981-84
(in percent): '

Ratio of production

Ratio of materials Ratio of value workers' wages to
Year costs to shipments added to shipments value added
1981... 45.4 56.2 29.2
1982... 40.4 57.3 26.8
1983... 44.1 55.5 24.8
1984... 41.4 60.6 24.8

Probably reflecting the slight shift by U.S. manufacturers toward more
nonmetal costume-jewelry production, for which raw materials play a smaller
role in overall cost of production, the cost of raw materials as a percentage
of shipments in the costume-jewelry industry as a whole (SIC 3961) fluctuated
on a decreasing trend from 45 percent in 1981 to 41 percent in 1984.
Concurrently the share of value added to shipments rose from 56 percent to
61 percent. Production of nonmetal jewelry requires less highly skilled labor
in general than that of base-metal jewelry, and the shift was further
reflected in the decrease in the share of value added accounted for by
production-workers' wages, from 29 percent in 1981 to less than 25 percent in
1983 and 1984.

Marketing aspects. According to questionnaire responses, no major
factors set apart the U.S. market from any other, except size. In order to be
successful, a supplier must be responsive to changes in style and taste,
deliver on time, offer a good quality product, and, most important, be
reasonably priced. As low-cost imports have increased in the domestic market,
purchasers indicate that price has become the basis for most costume-jewelry
buying decisions. Also, as changes in design in costume jewelry are frequent
(occurring nearly every 3 months), suppliers must anticipate future demand.
These factors, however, are not unique to the domestic market, but apply to
any major costume-jewelry market.

The bulk of U.S. costume-jewelry producers are small firms that
traditionally have relied on the wholesaler to market their products.
Marketing efforts by producers were primarily concentrated in advertising in
trade publications and local newspapers. Increasingly, however, retailers
with limited budgets have begun buying directly from both domestic and foreign
producers. Trade shows have become important for the development of contacts
between buyers and suppliers. According to questionnaire responses, many
producers currently offer in-store sales-support services, point of sale
promotions, training for store personnel, and cooperative advertising as
incentives to buyers. Another emerging trend is the leasing of store space to
companies that operate in-store jewelry counters.

Most domestic manufacturers, according to questionnaire responses, do not
dedicate a significant amount of resources toward developing export markets.
Methods to develop such markets include advertising in foreign magazines,
soliciting orders through trade shows, and the exploration of possible 2]
licensing agreements with foreign manufacturers. Manufacturers'
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representatives occasionally travel abroad, but very few are familiar with the
foreign marketplace. Foreign sales offices or distribution centers are
sometimes established if market conditions are deemed appropriate. Product
design and prices are considered to be among the most important factors for a
successful export program.

Trade barriers or other foreign restrictions on trade in costume jewelry
were not cited by questionnaire respondents as significant in terms of
limiting U.S. exports. Packaging, marking, and labelling requirements were
considered to be the most common hindrances to exports. Other alleged
restrictions included the prohibition of finished goods (Mexico), and
prohibition of imports and license restrictions in favor of direct investment
(Brazil).

Channels of distribution. There was one major difference between the
primary distribution methods of U.S. producers of costume jewelry and those
employed by importers during 1981-85. According to questionnaire respondents,
approximately one-third of the value of imports was imported for direct sale,
usually by retail operations, to the ultimate consumer. Conversely, domestic
manufacturers reported insignificant direct sales to the ultimate consumer.
The following tabulation shows the share of sales (other than direct sales to
the final consumer by retailing importers) to producers and to importers by
channel of distribution for the years 1981 and 1985 as reported by respondents
to both questionnaires (in percent): 1/

Channel of
distribution 1981 1985
Sales to:
Manufacturers.............. A & 1 10
Jewelry Wholesalers......... Cheeeae . 27 18
Retail operations..... e RN 63 72
Department Stores...... e ceee.. 28 33
Retail Jewelers........ e 20 16
Syndicated Stores............. e 4 8
Catalog Showrooms..... BN .. 4 3
Other....... et et e .o 7 13

Note.--Because of rounding, figures may not add to 100 percent.

The channels of distribution for costume jewelry changed somewhat during
1981-85. The share of shipments of costume jewelry to manufacturers,
consisting primarily of findings and other parts for further processing,
remained relatively stable during the period, declining from 11 percent in
1981 to 10 percent in 1985. However, the share of sales to wholesalers
declined from 27 percent in 1981 to 18 percent in 1985, as more domestic
manufacturers and importers increased direct sales to retailers.

Since the bulk of domestic producers are small firms with little
marketing expertise, traditionally they have not devoted large resources to

1/ Based on questionnaire responses by producers and importers of costume

jewelry in 1981 and 1985. There were 191 responses for 1981 and 271 responses
for 1985.
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such efforts. During the late 1970's several factors began to affect this
situation. Retail chains expanded and both department stores and mass
merchandisers became more important outlets for jewelry sales. For better
control of product selection, delivery time, and costs, these outlets began
purchasing jewelry directly from manufacturers, thus eliminating, or severely

- . curtailing, the need for wholesalers. Without the use of middlemen, retailers

get faster delivery time and more closely meet the changing demands of the
marketplace. Smaller manufacturers, who relied heavily on the wholesaler for
effective marketing, were forced to utilize limited resources to accommodate
direct-to-retailer marketing strategies in order to maintain a presence in the
domestic market.

Sales to department stores showed the greatest rise in relative
importance, accounting for nearly one-third of the total in 1985. The
greatest loser among the retail store categories was the retail jeweler, as
shipments through this channel dropped from 20 percent of the total in 1981 to
16 percent in 1985, reflecting in large part the trend toward greater sales of
plastic and other nonmetal jewelry, generally sold through other outlets. On
the plus side of this trend was the share of sales through other outlets,
including boutiques, party plans, and contract sales, which nearly doubled
from 7 percent of the total in 1981 to 13 percent in 1985.

Although trends in distribution of base-metal costume jewelry did not
differ greatly from those for costume jewelry of other materials, a far higher
proportion of shipments of base metal products went to other manufacturers,
because most costume jewelry manufactured in the United States from purchased
parts is base-metal jewelry. Shipments of other jewelry are far more likely
to consist of finished goods.

U.S. inventories. Questionnaire data indicate that the ratio of
inventories to shipments for costume jewelry producers increased from
17 percent in 1981 to 23 percent in 1985. In comparison, the ratio of
inventories to all manufacturers' shipments, as reported in the 1986
Statistical Abstract of the United States, declined annually from 14 percent
in 1981 to 12 percent in 1984. The estimated value of jewelry inventories
increased 52 percent, from $184 million in 1981 to $279 million in 1985.
Estimated inventories of base-metal costume jewelry accounted for the bulk of
such inventories and increased 49 percent from $179 million to $266 million.
Estimated inventories of nonmetal costume jewelry, however, more than doubled
from $5.2 million to $13.1 million. The significant increase in inventories
appears to be structural and lasting, and can be attributed to an industry

response to changing distribution-channel demands. As more retailers have
started to buy directly from the manufacturer, producers have had to maintain

larger inventories to fill orders more quickly as well as to supply a sales
force with samples.

Employment levels and trends. As reported by the Bureau of Labor
Statistics (BLS), total employment in establishments producing costume jewelry
decreased from 23,800 workers in 1981 to 20,300 workers in 1982; employment of
such workers then increased to 23,100 workers in 1984 before declining to
22,200 workers in 1985. 1/ Overall, employment decreased 7 percent during the
period. ) 23

1/ Although employment data were collected from questionnaire responses, the
BLS data were judged to be more accurate for analytical purposes.
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The following tabulation shows the number of production workers in the
costume jewelry industry during 1981-85:

Year Production workers Index (1981=100)

1981.......... ... 18,400 100.0
1982............. 15,700 85.3
1983....... ceen.. 16,400 89.1
1984....... e 17,600 95.1
1985........ eeve. 17,100 92.9

The number of production workers engaged in costume-jewelry production
fluctuated during the period, but also decreased 7 percent from 1981 to 1985.
Production workers accounted for 77 percent of the costume jewelry workforce
in both 1981 and 1985. In comparison, production workers accounted for
68 percent of all manufacturing employment in 1985. The vast majority of the
costume jewelry workforce is accounted for by workers involved in the
production of base-metal jewelry.

Most firms in the industry are small and employ less than 10 workers
each. According to the 1982 Census of Manufactures, 60 percent of total
employment in 1982 was in firms employing less than 10 employees, 34 percent
was accounted for by firms employing between 10 and 50 employees, and the
remainder was employed by firms employing over 50 employees.

The average number of hours worked per week by U.S. costume-jewelry
production workers increased slightly from 37.7 hours in 1981 to 38.0 hours in
1985. The average hourly earnings of those employees increased from $4.81 in
1981 to $5.51 in 1985, or by 15 percent.

Declines in productivity after 1982 contributed to rising producer
costs. As previously noted U.S. producers' shipments of costume jewelry
increased in nominal terms, however, in real terms, adjusted for rising
producer prices, they actually declined. A calculated index of productivity
measured in real output per production worker during the period and the
producer price index for costume jewelry follow:

Costume jewelry

Year Productivity 1/ producer price index 2/
(Index, 1981=100) (Index, 1981=100)

1981........... 100.0 100.0

1982........... 111.1 105.8

1983......... .. 110.8 107.9

1984...... «e... 105.0 111.9

1985........... 103.2 120.4

1/ Calculated from responses to Commission questionnaires and
official statistics of the Bureau of Labor Statistics.

2/ Calculated from official statistics of the Bureau of Labor
Statistics.
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As these indices show, the productivity of such workers in the industry
increased 11 percent during 1981-82, but has since eroded annually to leave a
net overall increase of 3 percent for .the period. Conversely, producer
prices, which rose 6 percent during 1981-82, continued to increase, producing
a 20 percent rise in prices over the period.  Decreasing productivity probably
reflects, in the main, a lag by U.S. producers in reducing employment in
response to a declining market share, as imports increased rapidly in
1984-85. For comparison purpose, similar indices for all manufacturing
industries were calculated, and show the following results:

All manufacturing
industries producer

Year . Productivity 1/ price index
(Index, 1981=100) (Index, 1981=100)
1981........ 100.0 , ~100.0
- 1982........ 102.3 : 105.1
1983........ 110.0 106.7
1984...... .. 112.3 110.4
1985........ 3/ ' -3/

1/ Calculated from official statistics of the U.S. Department of
Commerce.

2/ Calculated from official statistics of the Bureau of Labor
Statistics.

3/ Not available.

As these indices show, an increase in worker productivity in all
manufacturing industries from 1981-84 of 12 percent exceeded the 5 percent
 productivity increase for costume jewelry workers over the same period.
Moveover, producer prices for all manufacturers rose by only 10.4 percent,
compared with an 11.9-percent increase in costume jewelry prices over the same
period. -

In order to develop a pool of future workers in the industry, various
institutes currently offer training programs for the manufacturing jewelry
industry as a whole. Among them are the Jewelry Institute, located in
Providence, Rhode Island, and the Gemological Institute of America, located in
Santa Monica, California. Most of these facilities offer programs and courses
in all facets of jewelry operations, including design, manufacturing, repair,
and business management. Their function is to provide the domestic industry
with a flow of skilled workers.

Chapter 6. Levels and Trends in U.S. International Trade

6.1 Trade Balance

The overall U.S. trade deficit in costume jewelry during 1981-85
increased $292 million, or by 37 percent annually. The deterioration in the
trade balance prior to 1983 occurred primarily as a result of lower U.S. 25
exports of base-metal jewelry; increasing imports of both base metal and other
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costume jewelry were the primary cause of the later deficit. 1In fact, the
trade deficit in base-metal jewelry, which had actually declined by

$23 million between 1981 and 1983, increased more than 3.5 times in 1985
compared with the deficit in 1983. The deficit in other jewelry increased
annually during the 5-year period, registering an absolute increase of
$161 million, and reaching a level nearly 5.5 times the 1981 level.

6.2 U.S. Exports

Questionnaire responses were insufficient to accurately depict trends for
exports of costume jewelry in detail. However, official statistics of the
U.S. Department of Commerce show that not only did U.S. exports of costume
jewelry decline annually between 1981 and 85 by 33 percent overall, but that
of all the major U.S. markets, only exports to Canada and the Netherlands
showed an increase during the period as a whole (table 4). Eighty-five percent
of the decrease occurred prior to 1984. The relative shares accounted for by
the top five markets in 1985 are illustrated for 1981 and 1985 in figures 9
and 10, respectively.

Table 4.--Costume jewelry: U.S. exports of domestic merchandise,
by principal markets, 1981-85

~ Change, 1985
Market 1981 1982 1983 1984 1985 1981 1985 from 1981

———————w- - -==1,000 dollars------—-——==  ——m————m Percent————-———-

Canada........ .. 10,717 8,516 10,990 11,327 10,732 14.0 20.9 0.1
Japan..... N 9,275 8,888 6,668 7,066 7,957 12.1 15.5 -14.2
United Kingdom. . 8,690 5,959 5,059 5,213 4,617 11.4 9.0 -46.9
Netherlands..... 1,734 1,692 1,773 1,886 3,774 2.3 7.3 117.6
Hong Kong....... 4,025 3,214 2,800 1,617 2,534 5.3 4.9 -37.0
_ Australia....... 4,748 3,363 3,463 2,767 2,400 6.2 4.7 -49.5
"France.......... 4,426 4,089 2,907 2,288 1,878 5.8 3.6 -57.6
Mexico......0u.n 3,933 1,511 740 696 1,627 5.1 3.2 -58.6
All other....... ‘28,951 24,046 20,826 20,378 15,937 37.8 31.0 -45.0
Total....... 76,500 61,278 55,225 53,237 51,456 100.0 100.0 -32.7

Note.—-Because of rounding, figures may not add to totals shown.

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

On the basis of questionnaire responses, the relative proportion of
costume- jewelry exports of base metal decreased from 95 percent in 1981 to

26



27

Figure 9. Costume jeweiry: U.S. exports, 1981,
to major markets in 1985

Japan (12.1%)

All other countries (55.0%)

Hong Kong (5.3%)

Figure 10. Costume jewelry: U.S. exports, 1985,
to major markets

All other countries (42.4%)

Japan (15.5%)

" United Kingdom (9.0%)

Hong Kong (4.9%) Metherlands (7.3%)

Source: Compiled from official statistics of the U.S. Department of Commerce.
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94 percent in 1985 (figure 11). 1In 1981, an estimated 30 percent of domestic
exports of costume jewelry were accounted for by earrings; 26 percent by

Figure 11. Costume jewe’lry: ’U.S. exports, by material, 1981-85
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Source: Commission quéstinnnaire responses for export data and official statistics of the U.S. Depsrtment of Commerce.
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neckwear; 13 percent by watch bracelets; 7 percent by rings; 8 percent by
findings, religious articles, and clasps; and 15 percent by other jewelry
articles (figure 12). By 1985, earrings accounted for 35 percent and other
jewelry articles.for 36 percent (figure 13). All other product categories
decreased in share except for findings, religious articles, and clasps, which
increased to 11 percent. The ratio of exports to estimated domestic shipments
declined from 8 percent in 1981 to 4 percent in 1985. Major constraints on
U.S. exports during the period included strong competition from foreign
manufacturers and the relative strength of the U.S. dollar vis-a-vis foreign

currencies which resulted in a price disadvantage in foreign markets for
U.S.-made costume jewelry.

6.3 U.S. Imports

Importers of costume jewelry in the United States include both businesses
and individuals. Among the various business firms importing such articles are
those that are part of the industry as manufacturers or distributors, as well
as retailers. This group of importers also includes other firms and
corporations that import relatively cheap promotional and give-away items or )3
awards, such as pins, and firms, such as toy companies, that use jewelry
articles in part of their regular business lines. Most of these firms place a
single order for the year and are infrequent importers. 1Individuals who
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Figure 12. Costume jewelry: U.S. exports,
by product, 1981
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Figure 13. Costume jewelry: U.S. exports,
by procuct, 1985
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import sporadically generally do so as a one-time attempt to test a product as
a potential business venture. Questionnaire data on imports of costume
jewelry were insufficient to project industry aggregates.

According to official statistics of the U.S. Department of Commerce, U.S.
imports of costume jewelry decreased $16 million from 1981 to 1982, and then
showed an average increase of 37 percent annually to 1985 (table 5). The

Table 5.--Costume jewelry: U.S. imports for consumption, by principal
sources, 1981-85

; ~ Change, 1985
Source 1981 1982 1983 1984 1985 1981 1985 from 1981

————————————— 1,000 dollars----—————-—- ———-----Percent--——--~-—-
Taiwan...... e 37,725 37,776 46,910 114,638 116,962 19.6 25.5 210.0
Hong Kong..... - 50,075 50,893 48,711 89,692 113,863 26.0 24.8 127.4
Republic of
Korea......... 23,245 21,874 25,785 45,434 66,960 12.1 14.6 188.1
Japan..... N 34,948 28,013 34,425 51,092 57,733 18.1 12.6 65.2
India..... e 3,451 2,761 4,032 17,992 23,509 1.8 5.1 581.2
Philippines..... 8,868 3,908 3,670 11,053 14,467 4.6 3.1 63.1
Italy........... 7,527 6,744 5,233 9,011 13,284 3.9 2.9 76.5
France.......... 6,378 5,586 2,574 5,229 8,392 3.3 1.8 31.6
All other....... 20,460 19,611 23,066 34,574 44,385 10.6 9.7 116.9
Total....... 192,677 177,167 194,405 378,713 459,554 100.0 100.0 138.5

Note.--Because of rouhding. figures may not add to totals shown.

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

overall increase in imports totaled 139 percent, with the largest increase
occurring over the 1983-84 period, when such imports increased 95 percent.
Taiwan, Hong Kong, Korea, and Japan were the principal suppliers during the
period and together accounted for 76 percent of the value of imports in 1981
and 77 percent in 1985 (figures 14 and 15). Imports from each of the top
three suppliers in 1985 (Taiwan, Hong Kong and Korea) more than doubled over
the period. Such imports from Taiwan increased $79 million from 1981 to 1985
as it became the largest supplier. Those from Hong Kong increased from

$50 million to $114 million as it dropped to the second largest supplier, and
those from Korea increased from $23 million to $67 million as it rose to

third. Imports from Japan increased 65 percent, from $35 million to
$58 million, as it dropped to fourth.

Based on questionnaire responses, watch bracelets accounted for the
largest share of total imports in 1981, with 54 percent (figure 16). The vast
majority of these were of base metal. Among jewelry articles, neckwear
accounted for 16 percent; earrings for 13 percent; religious articles,
findings and clasps for 7 percent; rings for 1 percent; and other jewelry
articles for 9 percent. The relative composition of overall imports shifted 30
away from watch bracelets over the period as their share declined to
30 percent in 1985, and imports of neckwear increased to 29 percent, the bulk
of which was nonmetal (figure 17). The relative share of total imports of
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Figure 14. Costume jewelry: U.S. imports, 1981,
from major suppliers in 1985
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Figure 16. Costume jewelry: U.S. imports,
by product, 1981
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Figure 17. Costume jewelry: U.S. imports,
by product, 1985
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international Trade Commission,
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costume jewelry‘ﬁade of base metal decreased from 80 percent in 1981 to
56 percent in 1985 (figure 18). Neckwear, earrings and other jewelry articles
accounted for the bulk of the increase in nonmetal jewelry imports.

Figure 18. Costume jewelry: U.S. imports, by material,
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New foreign-made costume jewelry usually gains U.S. market share on the
basis of price. The labor-intensive nature of costume jewelry allows major
foreign suppliers to produce and market their products at prices below those
of U.S. manufacturers. Imports of some types of costume jewelry also benefit
from the greater foreign availability of certain raw materials, as in the case
of jewelry using rhinestones and glass beads, neither of which is generally
available from domestic suppliers. In addition, some U.S. manufacturers
.import to supplement their domestic lines as well as to exploit market niches
not otherwise open to them through domestic production. Foreign suppliers are
reportedly more flexible in the minimum quantities required for orders, and
allow for longer exclusivity of designs. In general, the cost advantage for
imports reportedly allows for greater tolerances on late deliveries, longer
lead times, and higher inventory depletion risks.

Imgofts from Taiwan. Based onvquestionnaire responses, jewelry of base
metal constituted an estimated 71 percent of all imports of costume jewelry
from Taiwan in 1981, but declined to 54 percent in 1985 as total imports of
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costume jewelry from Taiwan increased more than threefold from 1981 to 1985
(figure 19). Earrings and neckwear combined to account for approximately
one-half of total imports in 1985 (figures 20 and 21) and other jewelry

Figure 19. Costume jewelry: U.S. imports from
Taiwan, by material, 1981-83
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Source: Commission guestionnaire responses for import data and official statistics of the U.S. Department of Commerce.

articles accounted for approximately 20 percent. The share of rings increased
from 5 percent in 1981 to 15 percent in 1985. The bulk of these products were
made of base metal. The share of imports of watch bracelets declined from

24 percent to 12 percent over the period; the bulk of these were also made of
base metal. Religious articles, findings and clasps, most of which are also

base metal, accounted for the remainder in each year.

Sharply increased imports of nonmetal costume jewelry from Taiwan
reflected producer ability to supply such products at acceptable quality and
low prices. Most of the imports of nonmetal jewelry in 1984 were
"twisterbead" necklaces. However, demand for this product declined
significantly in 1985 as other articles became more popular.

Imports from Hong Kong. Imports of costume jewelry from Hong Kong
increased by 127 percent from 1981 to 1985 as the share accounted for by

34
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Figure 20. Costume jewelry: U.S. imports from Taiwan,
by product, 1981

Religious articles, findings,
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Figure 21. Costume jewelry: U.S. imports from Taiwan,
by product, 1985

Religious articles, findings
and clasps (1.0%)

Other jewelry articles (20.2%)

Rings (15.2%)

Watch braceiets (12.1%)

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Cormmission ,
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base-metal jewelry declined from 85 percent to 67 percent (figure 22). On the
basis of questionnaire responses, watch bracelets accounted for two-thirds of

Figure 22. Costume jewelry: U.S. imports from Hong Kong,
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total imports from Hong Kong in 1981 (figure 23), most of which were base
metal. Low production costs have made Hong Kong a leading supplier of metal
watch bracelets for original equipment and replacement markets in all major
world watch producing and consuming nations.

Earrings and neckwear accounted for approximately 8-9 percent each of
total 1981 imports and other jewelry articles accounted for 11 percent. As

with the overall trade in costume jewelry, the composition of imports from
Hong Kong over the period reflected an increase in nonmetal jewelry, which

accounted for 33 percent in 1985.

Watch bracelets continued to be the most important product category of
imports from Hong Kong, accounting for 44 percent in 1985 (figure 24).
Neckwear was the second largest product category, and accounted for 20 percent
of total imports that year. Seventy-five percent of the imports of neckwear
were nonmetal goods.

. Imports from The Republic of Korea. Imports of all costume jewelry from 36
The Republic of Korea (Korea) decreased slightly between 1981 and 1982, and

then registered an average annual increase of 45 percent during 1982-85, for

an overall increase of 188 percent. The great bulk of costume jewelry imports
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Figure 23. Costume jewelry: U.S. imports from Hong Kong,
by product, 1981
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Figure 24. Costume jewelry: U.S. imports from Hong Kong,
by procuct, 1985
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from Korea, according to questionnaire responses, are made of base metal, but
the relative portion of base-metal costume jewelry decreased slightly from
92 percent of the total in 1981 to 87 percent in 1985 (figure 25). The
concentration on base metal products is reportedly due, in part, to lower
materials costs in Korea.

Figure 25. Costume jewelry: U.S. imports from Korea,
by material, 1981-85
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In 1981, over one-half of total costume jewelry imports from Korea were
accounted for by neckwear and 31 percent by earrings (figure 26).

Questionnaire respondents did not report any imports of watch bracelets or
clasps from Korea. Although the relative shares of materials did not change
significantly by 1985, neckwear imports declined to 47 percent of total
imports, while earrings increased to 40 percent (figure 27). The shares of
total imports accounted for by the remaining products stayed about the same
over the period.

Imports from Japan. Imports of costume jewelry from Japan declined
$7 million from 1981 to 1982 and then experienced an average annual increase
of 27 percent from 1982 to 1985. According to questionnaire responses, the
proportion of base metal costume jewelry from Japan decreased from 82 percent
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Figure 26. Costume jewelry: U.S. imports from Korea,
by product, 1981
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Figure 27. Costume jewelry: U.S. imports from Korea,
by product, 1985
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. . 39
Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission,
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of the total in 1981 to 52 percent in 1985 (figure 28). 1In 1981,
approximately three-fourths of total imports from Japan were base-metal watch
bracelets (figure 29).

Figure 28.’ Costume jewelry: U.S. imports from Japan,
by material, 1981-85

60 +

N

70 + ”““‘“‘T
: [ Other

materials

40+ | ey |
' | K Base metal

Millions
of U.S.
dollars

i
{
|

k\\\g ——— _~__ —

h2X

7

[os]
m

Source: Commission questionnaire responses for import data and official statistics of the U.S. Department of Commerce.

The relative share of imports of watch bracelets declined over the period
and accounted for 49 percent in 1985 (figure 30). This decline, in part,
reflects the increasing importance of Hong Kong as a major supplier of such
products. The relative share of imports of neckwear increased to 29 percent
in 1985 in part because of the increased demand for such products in the U.S.
market. The bulk of such imports in 1985 were nonmetal, principally imitation

pearls in 1985, with the remainder split between earrings, findings, and other
jewelry articles.

Imports from other countries. Costume-jewelry imports from all other
countries decreased from $47 million in 1981 to $39 million in 1983, then rose
sharply to $104 million in 1985. Such imports accounted for between
20 percent and 24 percent of total imports during th<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>