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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.Ss.C. 1332(g)), the United States International Trade Commission
instituted investigation No. 332-222, A Competitive Assessment of the U.S.
Jewelry Industry. The Commission was asked to issue two consecutive
reports--the first examined the conditions of competition that fected the
costume jewelry segment of the U.S. industry and second, the con

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

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

of the notice of
ternational Trade
notice in the Federal

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

i i hase of this study, the

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

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

; N
I‘

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

rviews with industry executives representing

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

3/ Not available.

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

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

jewelry in 1986. .

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

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

precious-metal jewelry in 1986. . :

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

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

Jjewelry in 1985.

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

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

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

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

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

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

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

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

2. World suppliers

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

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

\.» gwworld suppliers of precious jewelry

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

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

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

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

gro in 1985.

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

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

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

consumption.

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

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

consumption has been met by incre 1

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

ices 8).

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

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

U.S. Industry Profile

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

shipments and the 50 largest, for 47 percent.

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

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

years, and importers supplied two-thir increase,

@%o

1982-86.

Precious-metal j
shipments in 1982
1986, as consumer

decreased to 62 percent in

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

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

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

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

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



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

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

productivity per worker increased by 1 ja;?

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

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

than that of $9.73 in all manufacturi -percent

s combined to keep

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

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

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

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

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



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

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

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

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

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

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

hén doubled from $16

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

<
cy foreign trade more than doubled over

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

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

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

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

6. Leading Competitive Factors

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

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

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

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

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

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

perceived advantage held by domestically produced precious-metal products was

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

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

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

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

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

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

ically p or imported products

held an advantage due to lower er1a S percent of producers

indicated that foreign pro i rate advantage, but

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

factors were inconclus as d that foreign products held an

advantage and i oducts held the advantage

(pp. 7-10 thr

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

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

g for store personnel, are also popular. Most imported

ted by such incentive programs or are supported to a

However, in general, the price advantage enjoyed by imported

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

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

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

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

precious-metal conten

o Ind

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

\\\\

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

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

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

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

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

high of 5.2 percent in 1985. The ratio de

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

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

standards for wastewat pe regulations; however

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

3 percent of

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

ingent than Federal standards. These regulations

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

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

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

Based on discussions with representatives from industries in Italy and

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

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

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

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

i

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

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

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

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

duty rates, now combine to g advantage. The

\combined with demand for
tiveness. These factors

ne jewelry in the United

of U.S. exports in

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

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

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

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

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

ace . ﬁgi;gging bands are the

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

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

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

silver, platinum,
palladium, rhodium
precious metals.

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

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

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

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

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

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

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

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

and similar articles.

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

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

mas, for which an average of

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

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

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

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

o Neckwear : — This item includes a string of
jewels, beads or the like, or a metal
band or chain worn around the neck.
It also includes all chains that are 122
used to suspend a pendant, locket or
other ornament.
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An ornament that attaches to the lobe
of the ear by a small screw, clip, or
by a wire piercing the ear.

o

Earrings

o

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

<&

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

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

Other jewelry articles -

o

8 conne the two
neck e

o

o

ing fashion,
atch), brooches,

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

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

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

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

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

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

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

1/ Less than 0.05 percent.

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

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

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

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

F (3.3%) tnid
rance (3. ?

United Kingdon : © @

(7.1%)

Suitzerland (‘12. ;

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

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

app. G.

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

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

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

4l 8% 3] [

Billions
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1981 1982 1983 198

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

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

world 1985 exp
total, from ports,

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

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

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

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

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

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

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

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

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

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

United

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

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

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

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

d national \\4‘
N

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

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

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

2.1. Saudi Arabia

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

. are not available.

Industry sources indicate that the Saudis have an historical and cultural

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

Q
o

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

2.2. Switzerland

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

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

Switzerland); 2 percent s e
of filled metals.

r 90 percent was made of

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

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

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

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

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

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

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

IR
2.4. France

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

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

.

gading supplier of gemstone jewelry,

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

2.5. West Germany

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

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

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

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

2-9
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Chapter 3. World Suppliers

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

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

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

e
Change, Share

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

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

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

Source: Estimated by the staff of the U.S. International Trade Commission based on
United Nations and national trade statistics.

3-1



3-2

3-2

"SOI}SI}e}S apeJ} [PUOI}BU pue SUOI}ey PajIiuf uo
Ie HUI "8°N 9y} jo jyels ayy 4q pajeurlsy :aosanog

Auew
—J3f puelaa
uexj }saM -Z}IM§ d1e}] PI-oH

juasaag

mwmv G8-1861 ‘SJarjddns
hOwMtchmﬁ#homxmﬁ_hoz:m:¢:0hmmowm+0h—mzccmu n>c"uh—mzme:om005m

1-§ axnbrg



3-3

Figure 3-2 depicts the relative shares of world exports accounted for by
the top five exporting countries in 1985. 1Italy, accounting for 54 percent of
world precious jewelry exports in 1985, remained the preeminent supplier
during 1981-85. Switzerland was the second largest supplier over the period,
accounting for 9 percent of world exports in 1985. The United States slipped

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

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

«

A

United Kingdon
(4.8%)

France (5.6%)

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

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

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

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

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

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

1981 1982 1983 1984

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

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

5 wel total jewelry trade, see

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

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

Share

of Change, Share

world 1985 of U.S.

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

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

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

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

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

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

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

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

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

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

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

4.1. Domestic market profile

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

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

has decreased.
e precious

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

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

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

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

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

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

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

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

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

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

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

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

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

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

s hey
griod (

m

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

ent in 1985. 1In 1986, they declined to

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

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

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

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

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

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

erably higher than
e channel of

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

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

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

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

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

precious jewelry market, co
generally designers', howe

advantage can
a technique t
markets.

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

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

43
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4.2. Trends in consumption and import penetration

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

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

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

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

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

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

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

i

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

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

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

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

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

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

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

\ﬁgsponse to questionnaires of the U.S.

1982........ 1

s-metal jewelry provided by BLS and

4-5
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Figure 4-1 ]
Precious jewelry: Apparent U.S. consumption, by
source, 1982-86
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competed more successfully
bly labor--in which the foreign
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Table 4-2
Precious-metal jewelry: U.S. producers' shipments, exports of domestic
merchandise, imports for consumption, and apparent consumption, 1982-86

‘ Ratio of
Producers' Trade Apparent imports to
Year shipments 1/ Exports Imports balance consumption consumption
Million dollars Percent
1982.....cc00000ee 1,772 45 778 -733 31.1
1983....... e 1,922 48 779 -730 29.4
1984......... ceees 2,219 50 1,038 -988 32.4
1985........ cerees 2,112 57 1,514 =104 42.4
1986.....c0000000e 2,160 87 1,712 162 45.2
Percentage change: ' :
Nominal:
1986 from
1982........ 21.9 93.3 1 1 121.7 51.1 -
Average
annual:

1986 from
1982...... 5.1 o arz 218, @ 0.9 -
Real: 2/
1986 from Q
1982....... . 16.9 171@ 1B4.3  65.9 -

Average Q ‘
annual:
1986 from ,
1982.....\ 1 8.4 29.9 13.5 -

in\igéﬁonse to questionnaires of the U.S.
A

s-metal jewelry provided by BLS and
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Gemstone jewelry.--Apparent U.S. consumption of gemstone jewelry
increased 31 percent during 1982-85 and remained stable during 1985-86
(table 4-3). During the period U.S. imports more than tripled, increasing by

Table 4-3
Gemstone jewelry: U.S. producers' shipments, exports of domestic merchandise,
imports for consumption, and apparent consumption, 1982-86

Ratio of

, Producers' . Trade A imports to
Year shipments 1/ Exports Imports balance . co consumption

Million dollars-~--~ Percent

1982, ....0cheninnn 1,155 70 6.8
1983....ciiiiunnnn 1,238 69 7.8
1984......c00000ts 1,236 46 11.8
1985.....0000nnnn 1,371 57 14.0
1986..... 000000t 1,315 62 17.9
Percentage change:
1986 from
1982.......... 13.9 -11.4 . , 266 3 -
Average annual: Qiz:b :
1986 from
1982........ 3.3 . .0 -
(57 S 0
1/ Projected from shlpments \§St§§tjbnnalres of the U.S.
International Trade Commi
Source: Compiled i tlst s bhe U.S. Department of Commerce,

except as noted.

mgg s of gemstone jewelry rose 7 percent
;\\Vn 1984. Increased demand for colored

in 1985, prices stabilized and U.S. shipments
8d to increased market demand for pieces with

in U.S. shipments of gemstone jewelry in 1986 was
f a change in market demand toward lower priced

y wlt a number of small colored gemstones. This type of jewelry is
abor intensive than that produced domestically which uses relatively
stones. The ratio of imports to apparent consumption for gemstone
jewelry rose annually from 7 percent in 1982 to 18 percent in 1986; the
largest jump was from 8 percent to 12 percent during 1983-84.

4-8
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Chapter 5. U.S. Industry Profile

5.1. Production process

Precious jewelry is created from minerals and metals that are prized for
their chemical and physical properties. 1In precious metals these properties
include resistance to corrosion, hardness, strength, and cqlor, and those in
gemstones include color, clarity, hardness, rarity, and availability. These
properties are also useful in the production of a variety o ustrial and
consumer products in addition to jewelry.

The most popular materials used in producin
and diamonds. Gold is the principal precious
malleable of all precious metals and retains
the form it takes; it also has a bright, pleasing
diamonds are the most popular because they-3
can be combined with many different mate

are gold
s the most
e regardless of
f all gemstones,
intrinsic value and
their natural beauty.

operations. The specific technolog
being made and the materials tha
labor intensity is inversely

final piece. For example, in priced ch egment of the industry,
most product is machine made p hing performed as a final
i

operation. In the high-prige ment of the industry, the
cutting and setting of egree of skilled labor.
Overall, the manufacku is a relatively labor-intensive
nt parts, stone setting, and final

\ The quality of an alloy is indicated
gcious-metal fineness. An alloy's karatage or fineness
tio of the total weight of gold to the total weight of the entire
ompound. In the U.S. market, the quality of an alloy is indicated by the
at weight and is measured as a ratio of 24ths. In most European markets,
quality is indicated by a fineness mark equal to the decimal equivalent of the
same ratio expressed in decimal form or in parts per thousand. The most
common gold alloys used in jewelry are as follows:

5-1
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American marking 1/ Fine Gold content European marking

(Karatage) (Percentage of gold) (Fineness)
9K 0.375 375
10K 417 417
12K .500 500
14K .583 583
18K . 750 750
22K .917 917

24K 999 999 g<>

1/ For simplification, throughout this report we will use t
abbreviation "K" to denominate karatage.

d

e

2/ It is virtually impossible to obtain pure gold n i h
other metals. The most common commercial grades of gol 0.9995
to 0.99995.

The popularity of a particular karatage in i rily

dependent on local social and cultural tra
on social traditions, require a legal mini

tolerances around them. These laws are digation rm and each
market can, and often does, have di ds. nited States
over three-fourths of gold jewelry p e made o gold; in most

major European markets over one-h4lf purchagés e n 18K, and 14K
items account for an additional Bree [)contains a list of the
g e, selected world markets.

distribution of gold jewelry

In the United State gb\gold standard, which became
compulsory in 1981, i i (ega olerance for all karat gold
alloys of 0.003 (3 07 (7 parts per thousand) for
all gold soldered a .15 not a universal standard for all
any deviation from the proper fineness
fer tolerance. Further information
neness and tolerances can be found in

an be altered by changing the metals with
technique is often used in jewelry applications
and the importance of color to designs. Karat
alls into four basic colors, though the number of shades is
y limitless. These four colors are yellow, white, red/pink, and

he metals mixed with gold to achieve these colors are as follows: -

Color Relative amounts of alloy metals

Yellow Balanced amounts of silver, copper, and zinc

White Balanced amounts of copper, nickel, and zinc (however
silver and palladium can be used at a higher cost)

Red/pink High copper, low silver and low zinc

Green High silver, low copper and low zinc
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The most popular color of gold jewelry in most markets is yellow. Appendix J
contains a list of the distribution of gold jewelry purchases in selected
world markets, by color of gold.

In addition to karat gold, precious jewelry can be made of what is
commonly known as filled metal. The term "filled" refers to a metal compound
where the interior is a base metal (such as iron or steel) to which a precious
metal coating has been bonded, on all significant surfaces( by mechanical
means such as soldering, brazing, or welding. In the United States, the
plating must be of a gold alloy of not less than 10 karat £i
substantial thickness 1/. The term "gold or silver Eilléd
when the plating constitutes at least 1/20th of the t
in the entire article. If the weight of the platin
of the total weight of all metal, the term ro
is used. '

pss than 1/20th
gold plate 2/

Gemstones.--The most importan §
appearance, durability, and rarity. The earance of’a gemstone is dependent

brilliance 3/ are also important tg\the appe ce. ility can be
determined by its resistance to abrasion, chipp itting, and is often
The basic preparatio

The\rarity of :r e\is critical in
g gortan > sical
desired shapes from the rous

obtain the best appea &7 i ith most stones, cutting and
polishing are two s LG S

measured by its relative hardness

characteristics.

Sawing is used to cut large, rough
f\a’desired thickness. These slices are
¢/ 'to fit a jewelry mounting. Stones are

gemstones are further improved through the cutting
nooth face or surface of a cut gemstone. This

ed on hard transparent gemstones and increases the

e The most common type of cut is called the

as 58 facets; 33 above the edge, or "girdle,"” and 25
ymmetry. In the final polishing, hard felt or leather
traps are usually used with various polishing agents such as fine diamond or
couge compounds to brings out the inner brilliance of the stone.

1/ According to the Federal Trade Commission Guides for the Jewelry
Industry, (16 CFR Part 23), "the term ‘'substantial thickness' is to be
construed as requiring that all areas of the plating be of such thickness as
to assure of a durable coverage of the base metal to which it has been
affixed."” ‘ _

2/ The term gold plate should not be confused with gold electroplate. The
former refers to a precious metal coating affixed by mechanical means, and the
latter refers to one affixed by electrolysis.

3/ Brilliance refers to the brightness of a gemstone and is obtained from
polish and internal light reflection. 5-3
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Many gemstones are also subjected to various treatments that enhance
their natural beauty. These treatments 1/ include bleaching, coating, 2/
dyeing, 3/ filling, 4/ heating, 5/ impregnation, 6/ lasering, 7/ oiling, 8/
stabilization, 9/ irradiation, 10/ and surface diffusion. 11/

Once the necessary cutting, polishing, and enhancing is completed,
gemstones are graded on their color, cut, and clarity. Various scales have
been developed to rank the various types of stones and their characteristics;

by combining these rankings and the known carat weight, the value a cut
gemstone is determined. S

Forming the piece.--In the forming phase, grain or sto o e
materials are worked to yield a semifinished product tdg a into

pieces ready to be finished. Two methods of proces for \precious
jewelry are (1) the cutting of forms from flat stoc
designs of solid metal using casting techniques.
involves stamping, the mechanical formation of p
into dies in power-driven or foot-operated pre
photo-chemical etching, a technique in which a \deg
that has a sensitized surface. The flat stock i
bath that eats away the metal around the design.
parts to be produced without distortio

parts, or findings, used in the manuf

stock, wire, or tubing.

The casting method consists( ¢f pou Kinto molds of bronze,
attern. Pressure may

be applied to the molds by eam, or a vacuum beneath

the mold. Generally, the A is used in most jewelry

production. This involves \th Y of numerous identical wax

models affixed to ax basean i of Paris over the "tree" to
3\

add other special effects.
g matter into a gemstone to give it a new

improve color uniformity.
g of surface cavities, usually with molten
appearance. .

and/or clarity.
spregnation involves the general infusion of a substance such as
colorless parafin or wax into a porous material.

1/ Lasering involves the use of a laser and chemicals to reach and alter
inclusions in diamonds.

8/ 0iling involves the penetration of colorless oil into voids or faults to
improve overall appearance.

9/ Stabilization involves the use of a colorless bonding agent within a
gemstone to improve durability and appearance.

10/ TIrradiation involves the use of high energy of sub-atomic particle
bombardment to alter and improve a gemstone's color.

11/ Surface diffusion involves the use of high temperature and chemicals
resulting in the shallow penetration of near surface coloration and/or

. . -4
asterism in a gemstone. >



5-5

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, 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, permitting
economies of scale for mass production of uniform pieces, and permits greater
freedom of design. Both gold and silver alloys are used i
precious-metal jewelry.

. Following the manufacture of component parts, pi€ces (3
mechanically or by hand with the use of rivets, screws, 3
soldering or welding. Soldering can be done by hand, case-of attaching
a setting to a ring blank, or by machine, as in joiaing chain
links together. The solder material is usual e alloy as the
article. However, it must have a lower melting poil er to prevent the
melting of the original piece when bonding occurs.

niques are both used. The
terials in the
inal effect.
nsist of
s operations which
al, metal jewelry is
to enhance the color.
wi degign, brushed to give a

Finishing.--Machine- and hand-finish
preferred form of finishing depends
piece, generally in an inverse relatd
For certain stone or pearl necklaces
stringing and packaging. In meta
create a desired appearance a £ -ng
polished and given a flashin
Precious-metal jewelry can
textured look, or diamond-c

ine.)) Once the metal achieves the
desired look, there may, further polishing before
packaging.

ing and buffing of the metal to
achieve a des aterials used as polishing agents
include emery Q leather, cotton, and wool. These operations
3 eels operated by hand or by machine. In

{is~; intricate design. Usually, a tumbling method
~-\§ifn)5ties of relatively small jewelry articles. 1/
n\g\-pplication of a flashing, or thin electroplating,
" a film of a higher quality (karat) metal by an
Che article to be covered is immersed in a chemical
ent flows through the solution from a piece of coating
node) to the article (cathode), depositing the metal on it.

tal (

Jewelry chain is most commonly made of gold alloys and most is
manufactured by machine. The use of chain machines from Italy or West Germany
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

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.

5-5
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tooling, may be required, depending on the type of chain manufactured. The
two most common chain styles are curb and cable. 1/ Literally hundreds of
other styles are formed by various hammering and shaping of these basic links.

The production process for chain begins with wire. 2/ 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
prepares the chain for soldering by coating it with talcum powder.

producers throughout the world solder chain in an electric dissociaté ammonia
furnace. Flashing or gold-washing of finished chain provides a E solor
and sparkling appearance and is a standard practice among che
manufacturers. ‘ '
5.2. Structure of the domestic industry <§§§§§>

U.S. producers.--There were over 2,000 U.S. oducers of cious jewelry

during 1982-86. Exact figures on the number of ests shments are not
available; however, according to information supplied by\the Jewelers Board of
Trade, the number of all jewelry manufactur (costume jand precious)
increased 30 percent from January 1983 to Jan y 1986 <§§§§§§5

Approximately one-half of all pr are located

in the Northeast, primarily New York alone
accounts for the largest concentrati : ome to
approximately 35 percent of U.S. preéci ma : rers. California
and Rhode Island have the second—s S shtrations of firms
being home to approximately 12 X «f\k*» of total firms,

respectively. The concentr ~ 8 > manufacturers and
suppliers in the New : : peonomies of scale through
the use of a large p , suppliers of parts, and
subcontractors. i buying offices located in New York,
a major fashion j district, have relatively easy

ase aterials, 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 ac¢counted for 16 percent of total industry shipments; the 8 largest
for 22 percent; the 20 largest for 33 percent; and the 50 largest firms

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

2/ Wire used in chain making can be solid, or solder filled. By using
solder-filled wire a manufacturer can reduce the weight of the final chain
because as it is heated, the solder melts, leaving a hollow link. For
purposes of this discussion, solid wire is assumed.
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accounted for 47 percent of total industry shipments. These shares were all
less than the corresponding values for costume jewelry producers in 1982 and
for precious jewelry producers reported in the 1977 Census. In addition, this
trend is the reverse of that for all manufacturing, which tended toward
greater concentration during the period.

Capacity utilization.--According to statistics published.by the U.S.
Department of Commerce, the capacity utilization rate of U.S. ecious jewelry

opposite the trend of capacity utilization rates for all mis
manufacturing industries, which increased slightly from’6
63 percent in 1985. The decline in capacity utilizatio

part, to an increase in the number of firms.

Questionnaire responses indicated that the Erea
capacity is devoted to production of rings,
Religious articles and clasps were the lea
smallest portion of productive resources. ed operating and production
costs and increased competition from j

t portion of domestic
kwear, and findings.

producers'’

ated value o
; <mum§w2 82 to $3.5 billion

shipments of precious jewelry r
in 1985 and 1986, or by 19 perce
terms) (table 4-1). The shar Qg ted for by

precious-metal jewelry rose to 64 percent in 1984, and

then returned to 61 percemnti 9 of: e i 62 percent in 1986 (fig.
5-1). Q

Figuqe 9-1 <§:§B>
Precio jewe : 3. pro ers’ shipments, by
mnateri 1982-8 &

<;;> | 39%Q§:\\% 36% 39%| [38% [J other
lio

naterial

percent in real

Precious
netal

1982 1983 1984 1985 1986

Source: Projected from Commission questionnaire

responses for producers’ shipments data. 5.7
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Figure 5-2 shows U.S producers' shi
) .S. pments, by product, in billions of
g:llar: during 1982, 1984, and 1986, and figure,5—3 shows tl’te same data, in
rcent. : ’

,Figuqe 9-2
Precious jewelry: U.S. producers’ shipments, by
product, 1982, 1984, and 1986
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Estimated producers' shipments of precious-metal jewelry, which led the
trend for all precious jewelry shipments, are illustrated, in value terms, in
figure 5-4, and in percentage terms, in figure 5-5.

" Figure 54
Precious—metal jewelry: U.S. producers’ shipmnents,
by product, 1982, 1984, and 1986

25007
T | x
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s
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il
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- Rings

=
=

1982 1984 1986
Source: Projected fromn Commnission quési‘ ionnaire

responses for producers’ shipments data. 5-9
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Estimated producers' shipments of gemstone jewelry rose irregularly, as
the totals fell in 1984 and 1986 compared with those in each of the previous
years. Such shipments registered an overall increase of 14 percent during the
period, 3 percent per year, and amounted to $1.3 billion in 1986 (table 4-3
and fig. 5-6). The estimated shares of producers' shipments of gemstone
jewelry changed somewhat on a product basis, during 1982-86. Rings accounted
for the largest share of gemstone jewelry, at 64 percent in 198 then
decreased to 60 percent in 1986 (fig. 5-7). Other jewelry articl primarily
brooches, were the second largest gemstone product in 1986, increas from
23 percent in 1982 to 25 percent in 1986. The share accounted
rose from 4 percent in 1982 to 7 percent in 1986 and that fo

remained at 6 percent; findings and clasps declined slight © ent to
2 percent.
On the basis of Commission questionnaire data, 1lo tabulation

shows trends in estimated U.S. producers' shipments for a recious jewelry
and that for precious metal and gemstone jewelry '(in milliong of constant 1982

dollars):

Precious e

jewelry Index 1/ 1 Index 1/

Million Y lion

dollars ollars
1982.... 2,927 < 1,155 100.0
1983.... 2,984 1,238 107.2
1984.... 3,364 1,219 105.6
1985.... 3,431 1,337 115.8
1986.... 3,346

1,273 110.3

1/ 1982=100.0.

Ratio of production

Ratio of materials Ratio of value workers' wages to
Year costs to shipments added to shipments value added
1982... 58.5 42.1 23.7
1983... 60.7 39.9 24.3
1984... 59.6 40.5 25.3
1985... 59.0 42.1 24.3

Reflecting the relatively high cost of gold and precious stones, raw
materials account for the bulk of the total cost of production. The cost of
raw materials as a share of shipments in the precious-jewelry industry as a

5-10

1/ Value added by manufacture is derived by subtracting the cost of

materials, supplies, containers, fuel, purchased electricity, and contract
work from the value of shipments. :
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Figure 5-6
Gemnstone jewelry: U.S. producers’ shipments, by
product, 1982, 1984, and 1986
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whole (SIC 3911) fluctuated on a slightly upward trend, from 59 percent in
1982 to 61 percent in 1983 as gold prices rose, then decreased to 59 percent
in 1985, following a decline in gold prices. Conversely, the ratio of value
added to shipments fluctuated in an inverse relationship, but was unchanged
over the period at 42 percent. Increased production of intricately designed
- gemstone jewelry may have contributed to the slight increase in share of
production workers' wages to value added in 1984. However, over the period,
that share remained essentially unchanged at 24 percent.

factor, except size, differentiating the U.S. market fromymos
relative ease of access provided to foreign suppliers. 1In erde
successful, a supplier must be responsive to changes j
deliver on time, offer a good quality product, and,
reasonably priced. As lower priced imports have i
market, purchasers indicate that price has become the
jewelry buying decisions. This contrasts wi ropean markets and
with Japan where quality of materials and craftémanship, lowed by design,
are most important.

The bulk of U.S. precious jewelry p
traditionally have relied on the wholegaler\to market thei
Marketing efforts by producers were p il
trade publications and local news
large retailers, with limited budg
domestic and foreign producers An
arrangements with foreign supp
their buying power, some re

joint production
cosolidate and increase
er to purchase larger

maintain old busi
designs, and to a i . rther, according to questionnaire
responses, f
and styles e the U.S. market and provide opportunities
ion technologies.

\‘-dly offer various types of buyer-assistance
ness. Some suppliers offer consignment or

y regdire, at least, a long-standing relationship and a proven sales
performance. Consignment programs aid the retailer, large or small, by
allowing them to carry a larger assortment of products and eliminates the
necessary investment in high-cost inventories. However, these programs raise
the producer's costs, inventory exposure, and administrative costs to operate
such programs. Cooperative advertising programs reportedly are also very
important to buyers and are often directly related to the volume of
purchases. Other assistance programs given to buyers by producers reportedly
include volume rebates, absorption of some transportation costs, large order
discounts, and various programs associated with new store openings. Training
for store personnel, in-store sales-support services, and point-of-sale
promotions are also offered as incentives to buyers.

5-12
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According to questionnaire responses, most domestic manufacturers do not
actively pursue export markets, nor do they dedicate a significant amount of
resources toward developing them. Some respondents indicate that U.S.
companies are not aggressive enough in approaching foreign markets. They
indicate that strong and concentrated marketing efforts by foreign suppliers,
targeting the United States, are very successful, as evidenced by increasing
import penetration. Among the methods used by domestic producers to develop
export markets are advertising in foreign publications, distributing press
kits, soliciting orders through foreign trade shows, and contacts with U.S.

Others take advantage of lower labor costs in develop1
exporting component parts for assembly abroad.

problems as an inhibiting factor in their penet
along with the fluctuation in the value of th
to quote and maintain prices.

Domestic producers also undertake various types of foreign activities to
try and develop markets. Manufacturers' representatives occasionally travel
abroad, but very few are familiar with the \f¢ g ce. Attendance
and exhibition at foreign trade shows and provides an
opportunity to meet new suppliers an handise, equipment, or
technology. Such observationsg rep Q ly formulation of
consumer buying patterns and \ an production to
match them. Foreign sales off ;-‘ters are sometimes
established if market condifion

through such operations in 1986, up from
;\os> .S. producers' shipments sold to retail
ercent in 1982 to 76 percent in 1986 and the

5-13
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years 1982 and 1986 as reported by respondents to Commission questionnaires
(in percent): 1/

Total Producers' Importers'

Channel of shipments shipments shipments

distribution 1982 1986 1982 1986 1982 1986

Sales to:
Manufacturers......ccceee0 7 5 10 9 2 1
Jewelry wholesalers........ 22 19 22 15 25
Retail operations...... eeee 11 75 68 76 (E:§>\l, 74
Department stores........ 7 8 8 <;l 5
Retail jewelers.......... 46 51 6 <\\Vj§j> 58
Syndicated stores........ 2 2 % 1 2
Catalog showrooms........ 8 5 1 6 4
Other.....ccvvvvvevvnnnns 9 9 14 11 1 6
Note.--Because of rounding, figures may not 100 percent.

d
The channels of distribution for sh nts eci ry changed
somewhat from 1982 to 1986. The sha pments so ufacturers,
|

consisting primarily of findingscand s for processing,
declined slightly during the per percent to 5 percent in
1986. The share of sales to ole o decline ring the period, from

ficreased direct sales to
B ,jewelers, the principal
1982 to 51 percent in 1986.

y increased during the early 1980's,

stores\became more concerned about costs and

decided \ Buppliers and avoid the added margins from

middlen 5 yfF product selection, faster delivery time, and

: Deg purchasing jewelry directly from

T 8, or imported directly, thus eliminating or

:Qsl‘salers. In doing so, retailers obtained faster
et the changing demands of the marketplace. Small

domestic market.

1/ On the basis of questionnaire responses of producers and importers of
precious jewelry in 1982 and 1986, there were 95 responses for 1982 and 125
responses for 1986.

2/ For a more detailed discussion of television shopping networks see p. 4-4.
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U.S. inventories.--Estimated data from Commission questionnaires indicate
that the ratio of inventories to producers' shipments of precious jewelry
decreased from 33 percent in 1982 to 26 percent in 1984 and then rose to
37 percent in 1986; in comparison, the ratio of inventories to shipments for
durable goods industries 1/ declined annually from 19 percent in 1982 to
15 percent in 1985. An average of 79 percent of total inventories during the
period consisted of finished jewelry products, and the r nder was composed
of raw materials, principally gold and gemstones. The followi

inventories and raw material inventories:

: Precious

Total jewelry

inventories Index 1/ products Index 1/

Million ' Million

dollars dollars
1982... 972 100.0 771 0.0 201 100.0
1983... 994 102.3 8 9 62 80.6
1984. .. 890 91.6 69 9 1 98.0
1985... 936 96.3 713 .5

2

: 110.9

1986... 1,225 126.0 126. 52 125.4
<

1/ 1982=100.0.

' o)

prodact inventories overall

wa3 to $973 million in 1986. The

part, from increased production and
al changes in distribution

by retailers has forced suppliers

order to be able to fill orders more

The estimated value
increased 26 percent, f
increase in such in
greater inventorief
channels.

taw materials decreased 19 percent, from
lion in 1983. Such inventories then increased

:QN\ 'he, share of raw materials inventories accounted for by
W ed from 61 percent in 1982 to 50 percent in 1986. This
of an increase in the use of delayed-price-settlement
¢ financing programs, primarily consignment, by producers. The use of

his type of inventory financing prevents inventory values from appearing in

ducers' financial statements. Conversely, the share of raw materials
actounted for by gemstones increased from 36 percent in 1982 to 41 percent in
1986. This increase is partially explained by producers building inventories
of raw gemstones anticipating increased sales. However, these sales never
materialized because they were lost to imported products. The relative share
of other raw materials increased from 3 percent to 8 percent and consist
mainly of other base metals used in preparing alloys.

1/ Reported in the 1987 Statistical Abstract of the United States.
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The following tabulation shows the trend in estimated inventories of all
precious jewelry and that for precious-metal and gemstone:

Precious Precious-

jewelry metal Gemstone

products Index 1/ jewelry Index 1/ jewelry Index 1/

Million Million Million

dollars dollars doll
1982... 771 100.0 759 100.0 12 100.0
1983... 832 107.9 817 107.6 15 5.0
1984... 693 89.9 676 89.1 .0
1985... 713 92.5 698 92.0 25.0
1986... 973 126.2 954 125.7 158.3
1/ 1982=100.0.

Precious-metal jewelry accounted for an ‘avérage ent of total

product inventories and item breakdowns(were ve : ose for all
precious jewelry. On a product basis, s acc : er \one-half of

r
total inventories, declining slightly m
1986. The greatest decline was regis
clasps, from 19 percent to 13 per
jewelry articles each rose from 8
12 percent, respectively. Nec

8 percent to 6 percent.

2 pe cend 9 percent to
ies Q}d slightly from
ééiég%%éated for 81 percent of total

rin
e rela are accounted for by earrings
om 6 to 8 percent, and 3 percent to
\{ ies dropped from 10 percent to

following tabulation shows the number
s, and the ratio of production workers to

With respect to gem
inventories during
and other jewelry

Ratio of
Production Index Production workers

workers (1982=100) to all employees

25,500 100.0 70
25,500 100.0 70

36,700 101.4 25,400 99.6 69
37,200 102.8 25,300 99.2 68
36,200 100.0 24,800 97.3 69

As reported by the Bureau of Labor Statistics (BLS), total employment in
establishments producing precious jewelry remained at 36,200 workers in 1982
and 1983; employment of such workers then rose to 37,200 workers in 1985
before returning to 36,200 workers in 1986, resulting in no overall change
during the period. The number of production workers also remained unchanged
during 1982-83. However, it then decreased steadily during 1984-86, and 5-16
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resulted in an overall decrease of 3 percent for the period. The share of all
employees accounted for by production workers decreased slightly from

70 percent in 1982 to 69 percent in 1986. In comparison, production workers
accounted for an average of 72 percent of all miscellaneous manufacturing
industries employment over the period.

Most firms in the industry are small and employ less than 10 workers
each. According to the 1982 Census of Manufactures, 70 percent of all
establishments producing precious jewelry employed on average less than 10
people; another 24 percent of firms employed between 10 an

Although most firms are small, those that are fhrg aceount \for the bulk
of total employment. Those firms that average less ees
mpd 82. Those
between 50 and
age over 250 people
employment. The

250, an additional 31 percent. Firms emplo

average hourly earnings of production
1982 to $8.14 in 1986, or by 18 percen

s worked and
worked per week by

There may be a relationship ween
productivity of the workforce. The average
production workers increased from 3
then slipped to 37.8 hours i : vege;e overtime hours worked by
production workers rose from YOUrsiin 1982 3~hours per week in 1985

and then declined to 2.1 h week/ in . ilarly, productivity
increased steadily from 19082-= hen d&slightly in 1986. The trend
in the productivity inde pattern similar to that of U.S.

producers' shipments.
real output per pr

index for pr we
Ye

n shows productivity measured in

ng
rd e period and the producer price
}1982= %

Precious jewelry
@C%th b

producer price index 2/

82......... . 0 <9 100.0
83......... .0 105.9
1984..... .4 102.7
85. . N .2 101.5
1986. .. . 117.6 103.9
/ lated from résponses to Commission questionnaires and official

statistics of the Bureau of Labor Statistics.
/ Calculated from official statistics of the Bureau of Labor Statisties.
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The productivity of workers in the industry rose annually during 1982-85,
and after the slight decline in 1986 registered an overall increase of 18
percent. Conversely, producer prices, which rose 6 percent during 1982-83,
decreased the next two years before rising in 1986, and registered an overall
increase of 4 percent. For comparative purposes, similar indices for all

manufacturing industries were calculated, and show the following results
(1982=100.0):

All manufacturing
industries produ

Year Productivity 1/ price index 2/
1982........ 100.0 100.0
1983........ 108.3 .

1984..... ... 114.3 .
1985........ 119.3 4
1986........ 122.9

1/ Calculated from the total manufacturi : person ex derived by
the U.S. Department of Commerce.
2/ Calculated from official statistics of the. abg tistics.

ggziﬁpfacturing"
e productivity

r . Moreover, producer

g 2-85, but declined
e period.

industries from 1982-86, of 23 pe
increase of precious jewelry wo
prices for all manufacturing
slightly in 1986 for a 1.5-

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

6.1. Trade bslance

The U.S. trade deficit in precious jewelry showed an average annual
increase of 25 percent during 1982-86, rising to $1.8 billion in 1986
(table 4-1). Although the value of U.S. exports increased an average of
7 percent per year during the period, the deterioration in the\trade balance
resulted from a 23-percent-per-year increase in imports. In abselute value,
the increase in imports, $1.1 billion, was 33 times greeﬁ;r
$34 million increase in exports. Such a trend was comparable(w

dramatic as that of all miscellaneous manufactures, as s creased
$19 billion compared with an $834 million increase i rt times
greater.

The trade deficit in precious-metal jewelry also e than doubled during

larger growth was
experienced in the gemstone jewelry trade defi it was 24 times greater
in 1986 than in 1982. That growth resuylted ‘ \6—percent. annual increase
in imports combined with a 3-percent annual decrease )in e The overall
growth in the trade deficit can be attri he :
early in the period, which allowed f

penetration. Later in the perio e advantag at v s gained from the
strength of the dollar deteriorat eign) supplie ready established

themselves, and, although the se %3223;2> decreased, the

demand for their products was s
t to accurately depict detailed
ever, official statistics of the

6.2. U.S. exports

Questionnai
trends in export

showed an increase during the period
e in exports over the period to the top five

d in figures 6-1 and 6-2, respectively.

ns&s reported that 51 percent of domestic exports of
elry in 1982 were accounted for by findings, 40 percent by rings,
percent by neckwear (figs. 6-3 and 6-4). However, it should be noted
esponses appeared to be heavily weighted toward precious-metal jewelry.
By 1986, the share accounted for by findings increased to 59 percent, whereas
that of neckwear rose to 13 percent. Conversely, the share accounted for by
rings decreased to 25 percent.

The ratio of exports to estimated domestic shipments for all precious
jewelry fluctuated during the period but overall remained at 4 percent. The
ratio for precious-metal products followed a similar pattern; however, it
increased slightly from 3 percent in 1982 to 4 percent in 1986. In gemstone
jewelry, the absolute level of the ratio was greater than that in precious
jewelry, but it declined slightly from 6 percent in 1982 to 5 percent in
1986. Major constraints on U.S. exports during the period included strong
competition from foreign manufacturers and the relative strength of the u.$!



Table 6-1

Precious jewelry: U.S. exports of domestic merchandise, by principal markets,
1982-86

Share Share

of of

U.s. U.s. Change,

t 1 total 1986 from
Market 1982 1983 1984 ~ 1985 1986 198 1986 1982
1,000 dollars Percent——————-

Switzerland... 68,931 63,724 42,021 46,608 53,24 .9 -22.8

Dominican

Republic.... 16 441 1,921 14.9 1,384.1
Japan......... 8,551 9,239 10,022 N5 10.3 77.8
Haiti..... .e.. 1,455 2,062 1,928 1.3 6.5  566.3
France....... . 3,935 5,342 7,386 3.4 6.0 128.0
United ’

Kingdom..... 2,736 3,401 3,510 2.4 5.1 178.0
Hong Kong..... 6,986 5,355 4,52 5,387 .1 3.6 -22.9
Mexico........ 2,224 747 952\x —/ 3,6 2.5 65.9
All other..... _19,654 27,083 22,963 17,498 22,545\ NJ.2 15,2 14.7

Total..... 114,488 117,394 @{@ 11/3<>569 \Boo.o 100,0 29.7
L0\ 5

1/ Less than 0.5 percent. \“Qiigéé:f/ NS
<:t S
Note.--Because of rounding, ig@ t a totals shown.
Source: Compiled from offi s ti .S. Department of Commerce.

1 ;
@ esulted in a price disadvantage in

de” preciqu elry.

@eported that exchange-rate fluctuations
ain prices of goods to foreign customers.
ed varying degrees of difficulty in entering
2 United Kingdom, and Switzerland, strict

e return of the shipment was reportedly made after a long delay
r destruction of the products to prevent illegal entry. Licensing
ements in some countries also reportedly made it difficult for U.S.
sers to penetrate certain foreign markets (see ch. 8).

6.3. U.S. imports

There are two main types of precious jewelry importers--those that import
as their sole business, including large corporations, medium-sized firms,
small shops, and self-employed individuals, and those that do so to supplement
their main business. The latter include U.S. producers who import component
parts which they need as intermediate products, and firms that import finished
products for resale as their own, including producers filling out a line and,
increasingly, retailers or groups of retailers attempting to reduce their 0-2
costs and increase their purchasing power by pooling their resources and



Figure 6-1
Precious jewelry: U.S. exports in 1982, to major
markets in 1986
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Figure 6-3
Precious jewelry: U.S. exports, by product, 1982,
1984, and 1986

1687

1481

12071
Millions 1881 | e
of 86
Dollars gpg-
408-

20-

L)

1982 1984

Source: Connission ques
data and official statis

=T

Figure 6-4 &
Precious’ jew : har %
1982, 84, an

- O other

: - Neckuear

- Ringg

- Findings

1982 - 1984 1986
Source: Comnission questionnaire responses for export

data and official statistics of the U.S. Depariment of
Comnerce.

6-4



6-5

maximizing the amount of products they can buy. This type of importer is also
increasingly diversifying into other forms of business ventures in supplier
countries to ensure stable product supplies at reasonable and predictable
prices.

The decline in the price of gold and the appreciation of the U.S. dollar
during most of 1982-86 resulted in an increase in the world supply of precious
jewelry, causing U.S. imports to increase (table 6-2). The sh of total
imports accounted for by Italy, the leading U.S. supplier during\the period,

Table 6-2
Precious jewelry: U.S. imports for consumption, b?/ffj 2§§§i>§\\ s 1982-86
Share Share
f of
U.S. U.S. Change,
total total 1986 from
Source 1982 1983 1984 1982 1986 1982

Italy.......... 511,381 482,293
Hong Kong...... 80,010

102.8
142.7

Israel......... 91,790 46.4
Switzerland.... 55,926 . . 115.6
Thailand....... 6,956 311,631 .6:1,504.8
Dominican

Republic..... 3,010 492 63,336 .4 2,004.2
Peru..... ceeee 2 - 47,308 2.1 157.5

MexXicCOo...cveene

6,532
All other...... :

240,052 10.0 12

3.2
2.4
37,301 .4 1.9 1,008.2
2.1
0.0

82 to 52 percent in 1986 (figs. 6-5 and 6-6).
ased $526 million over the period and passed the
: n 1986, such imports amounted to slightly over
more than five times greater than the second leading supplier.
ong and Isreal were the second and third leading suppliers in 1986,
sing their positions since 1982 and accounting for 10 percent and”

7 percent of total imports, respectively. The reversal was the result of a
doubling of imports from Hong Kong combined with a modest 46-percent increase
in imports from Israel. Imports from the Dominican Republic, Thailand, and
Mexico registered the largest growth over the period among the top 10
suppliers in 1986. Imports from these countries increased from a minimum of
10 times their value in 1982 to over 20 times. The relative share of total
imports of precious jewelry accounted for by precious-metal products

6-5



Figure 6-5

Precious jewelry: U.S. imports in 1982, fron mnaj

U.S. suppliers in 1986
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fluctuated during the period but averaged 88 percent (fig. 6-7). Other

jewelry. articles, primarily brooches and rings, accounted for the bulk of the
increase in gemstone jewelry imports.

Figure 6-7 .
Prgcious jewelry: U.S. imports, by material (. 1982-86
1?%
20007 125 o G}\
1500 ' N\~
her
Millions 1008 material
of T
Dollars 3 Precious
oea - netal

Source: 0Official s 8. Depariment of

Conmnerce. % Q
The principal iers, @ng Kong, Israel, and Switzerland,
blic's ion of better quality, wider selection of
2 od:

r

ative to domestic products. But of equal or
I ucts were reportedly lower priced. According to
S ?\ n is produced at a significantly lower cost than
R domestical.&xi\::.»ly because of Italy's position as the world's
g q §§§-lier of chainmaking machinery. Precious-metal rings
benefited from lower labor rates and an increasing

*é\ Chains from Israel are considered to be of consistent
and are reportedly competitively priced.

Based on questionnaire responses, neckwear accounted for the largest
share of total imports in 1982, 57 percent (figs. 6-8 and 6-9). The vast
majority of these were made of precious metal. Findings and clasps amounted
to 8 percent of imports; rings, 5 percent; earrings 3 percent; and the
remaining 28 percent of imports were composed of other jewelry items. The
relative composition of imports changed slightly over the period as the share
accounted for by neckwear dropped to 55 percent in 1986, as imports of other
jewelry articles and rings rose to 31 percent and 7 percent, respectively.

Imports from Italy.--Imports of precious jewelry from Italy declined by
6 percent from 1982 to 1983, then increased at an annual average rate of
29 percent during 1983-86, for an overall increase of 103 percent. According

to questionnaire respondents, nearly all such imports (98 percent) durdfig the
period were made of precious metals.



Figure 6-8
Precious jewelry: U.S. imports, by product, 1982,
1984, and 1986
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In 1982, neckwear accounted for 75 percent of the total imports from
Italy; findings and clasps (virtually all clasps), 1l percent; other jewelry
articles, 10 percent; and earrings, 2 percent (figs. 6-10 and 6-11). By 1986,

Figure 6-18
Precious jewelry: U.S. imports from Italy.Chy
product, 1982, 1984, and 1986
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Flgure
Precious e 3 f U.S. imports fron Italy,
- by product, 1984, and 1986
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the share accounted for by neckwear increased to 78 percent, whereas that for
other jewelry articles and earrings rose to 11 percent and 3 percent,
respectively. Conversely, the share for findings and clasps decreased to

6 percent. The share accounted for by rings and religious articles remained
at 1 percent each during the period.

Over three-fourths of imports by nonproducers were accounted for by
neckwear as such imports increased during the period from 77 percent to
79 percent. The shares accounted for by rings, earrings, and
articles all increased slightly during the period to 1 percent,
10 percent, respectively, and the shares accounted for 2¥ re u
and findings and clasps (all clasps), declined slightly to 1\ pe
6 percent, respectively. ' ‘

ercent, and
rticles

Of those imports by U.S. producers, the sha

y neckwear
was significantly less, although it also rose fr to 30 percent
over the period. The largest share of imports was accounted for by other
jewelry articles as it decreased from 63 pefce ent over the
period. Other jewelry articles consisted prima
chain products. The share accounted for by S K& ess than
0.5 percent in 1982 to 4 percent in 19 and gs_and findings
and clasps (all findings) declined from ercen ercent, vand 4 percent
to 3 percent, respectively. No impo £ 8g by U.S
producers were reported by questdonn esp@pdent ny year of the
period.

Questionnaire respondents (ci 0 asohs for the popularity of
i gtian products were perceived

to be better designed and post domestic and other
imported products. Ce
weight than comp
heavier. These

finishes.

percent
roducts (de

B2 to 1986 as the share accounted for by
from 52 percent to 49 percent (fig. 6-12).

the basis of questionnaire responses, rings accounted for nearly
hirds, 65 percent, of the total imports from Hong Kong in 1982
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Figure 6-12 '
Precious jewelry: U.S. imports from Hong Kong. by
naterial, 1982-86
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(figs. 6-13 and 6-14), 82 \pepte i de of precious metals.

Neckwear and earrings e : i €ly 18 percent and 10 percent,
respectively of the . tat 082 in jewelry articles accounted for
7 percent and b d : i ided tween findings and clasps (mostly

clasps).

ortant product category of imports from
re decreased to 61 percent. The share
icles rose to 15 percent, making it the
ckwear slipped to third with a 13-percent share,

® 11 percent. Over one-half of the imports of

¢ made of precious metals and consisted primarily of
costs and an improving reputation for quality have

Imports from Israel.--Imports of precious jewelry from Israel showed the
owest growth among the major U.S. suppliers during 1982-86 as they increased
by 46 percent to $134 million in 1986. The share accounted for by
precious-metal products decreased from 98 percent to 89 percent overall
(fig. 6-15). Similarly, the share of imports by U.S. producers fluctuated
during the period and registered a decline from 9 percent in 1982 to 6 percent
in 1986. According to questionnaire responses, in 1982, neckwear accounted
for 79 percent of the total imports; other jewelry articles, 11 percent;

6-11
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Figure 6-13
Precious jewelry: U.S. imports from Hong Kong., by
product, 1982, 1984, and 1986
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Figure 6-14 ,
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Figure 6-15
Precious jewelry: U.S. imnports from Israel, by
naterial, 1982-86
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rings, 7 percent; and earring 3o ;:\_;-16 and 6-17). The relative

share of products did ver the period, as neckwear

continued to account ey orts in 1986. The share
accounted for les reased to 14 percent, whereas that
for rings dro . 5 ® for earrings was unchanged at
2 percent. - bedly

£1982-86 and amounted to $121 million in 1986,
al . S. imports. Precious-metal jewelry accounted for an
8ly 95 percent of such imports during 1982-86
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Figure 6-16
Precious jewelry: U.S. imports from Israel, by
product, 1982, 1984, and 1986
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(fig. 6-18). The product categories of Swiss imports of precious jewelry also
did not change significantly during the period. Other jewelry articles
constituted 99 percent of the total imports in 1982 and declined slightly over

Figure 6-18
Precious jewelry: U.S. imports from Suwitzerland, by
material, 1982-86
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ountries.--U.S. precious jewelry imports from all
-eaﬁ.hore than threefold during 1982-86, from

period as a result of precious-metal jewelry imports, primarily neckwear.
sports from such countries accounted for an increasing share of the total
ports as they accounted for 14 percent in 1982 and 25 percent in 1986. The
relative share of total U.S. imports from other countries by U.S. producers
dropped from 22 percent in 1982 to 9 percent in 1984 and then steadily
increased to 13 percent in 1986.

Imports from the Dominican Republic registered the largest growth during
the period as, in 1986, they were more than 20 times their value in 1982.
Such imports were primarily precious-metal chain products, as some U.S.
producers reportedly entered into joint production arrangements. In addition,
some foreign producers opened chain manufacturing facilities, reportedly to
take advantage of U.S. preferential tariffs. Concurrently, imports frogx1
Thailand grew during the period by more than 15 times their 1982 value éhé
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amounted to $112 million in 1986. This growth was primarily registered in
imports of jewelry incorporating gemstones and resulted from a number of Thai
Government incentive programs to develop the local industry. Such programs
were reportedly designed to attract foreign investment, including that from
various U.S. organizations that include producers and retail chain stores.
Imports from Mexico also increased more than tenfold and amounted to

$37 million in 1986. The bulk of these imports were accounted for by
precious-metal jewelry products. Other developed countries we
losers of market share during this period, even though such i
countries generally increased.

<&
The share of precious-metal jewelry from these cou 1]
81 percent in 1982 to 76 percent in 1986 (fisur&«&

6
Figure 6-19
Precious jewelry: U.S. imports from all oth
countries, by material, 1982-86
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gstionnaire responses, in 1982, approximately 33 percent of such imports
eire accounted for by neckwear, nearly all of which were made of precious
metal (figs. 6-20 and 6-21). Earrings accounted for an additional 30 percent,
rings accounted for 24 percent, and other jewelry articles for 13 percent.
Precious-metal products accounted for 88 percent of the total earrings
imported; however, only 29 percent of imported rings. By 1986, the share of
total imports accounted for by neckwear increased to 35 percent; however,
rings became the leading product category as their share of total imports
increased to 37 percent. Other jewelry articles' relative share also rose to
15 percent, however, that accounted for by earrings decreased to 13 percent.
In 1986, precious-metal products made up 72 percent of imported rings and an
even greater share of neckwear, 85 percent; other jewelry articles,

84 percent; and earrings, 73 percent. 616
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Figure 6-28
Precious jeuwelry: U.S. imports from other countries,
by product, 1982, 1984, and 1986
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Imports by U.S. producers showed the most significant product shift as
the share of their imports accounted for by rings doubled from 15 percent to
33 percent over the period, and that of earrings declined from 36 percent to

13 percent. Other articles, primarily brooches, also increased from 7 percent
to 12 percent.

Imports under the Generalized System of Preferences (GSP) 1

Total U.S. imports of precious jewelry under the GSP increased
170 percent from $141 million in 1982 to $381 million in 198 :
The greatest growth occurred in GSP imports from Thailand an

Table 6-3
Precious jewelry: U.S. imports for consumption under the

' \Qhare Share
of Change,
Q U.Ss. 1986
‘ total from
Source 1982 1983 1984 }g 1 986 1982

Percent-——---

Thailand....... 6,557 . 4 6 28.1 1,533.2
Israel......... 89,468 .4 25.1 6.8
Peru...... e 16,196 .5 12.4 190.7
Mexico......... 3,105 .2 8.7 970.9
Yugoslavia..... 2,214 .6 4.7 716.8
Dominican
Republic.... .1 3.5 18,161.6
Singapore.... .2 2.8 528.8
Lebanon........ .3 2.8 3.3
Korea.... .1 1.7 342.2
All other .1 10.2 289.8
Total .0 100.0 170.2

Republi GSP imports from Thailand, the leading U.S. supplier of precious
jewelry under the GSP in 1986, increased approximately 100 percent per year
during 1982-86. Thailand replaced Israel as the leading U.S. supplier under
the GSP in 1986. Imports from Israel increased 7 percent over the period and
actually declined in 1986. The decrease in GSP imports from Israel resulted,

1/ The GSP program affords nonreciprocal tariff preferences to developing
countries to aid their economic development and to diversify and expand their
production and exports. The U.S. scheme of the GSP, enacted in title V of the
Trade Act of 1974 and renewed in the Trade and Tariff Act of 1984, applies to
merchandise imported on or after Jan. 1, 1976, and before July 4, 1993. It
provides duty-free entry to eligible articles imported directly from ' 6-18
designated beneficiary developing countries.
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in part, from Israel's exclusion on certain precious jewelry items combined
with a decrease in demand for their chain products. GSP imports from Peru
more than doubled over the period primarily as a result of increased exports
of precious-metal chain products.

A number of countries lost GSP eligibility for precious jewelry products
during 1982-86, causing a decline in imports from some of these countries
after 1984 (see table 6-4).

Table 6-4
Chronological presentation of GSP eligibility of impgéts, \/ and TSUS
item, 1981-87 <i>

Country TSUS item 1981 1982 1%\\1984 &5 1986 1987

Hong Kong....... 740.11 X D D D D D D
740.12 X D D D D D D
740.13 X D % D D D D
740.14 X D D E 1/
740.15 X D D E E

Israel.......... 740.11 X D D D
740.70 X % @ N @ N N N

Thailand........ 740.14 N N N N N N *

Peru.......... .. 740.11 R N N

@\ (DR

Legend: <:>
n

limd hange in exclusion.
u ed.
eferential tariff treatment.

Iimits, new exclusion.

i

2 WomM
Wwewowononou
o9
=4
o,

P
o
2

.S. imports of the product, or (2) exceed a
ich is annually adjusted in proportion to changes in
ional Product (GNP). The competitive-need value limit

owever, in 1986, if a country has been found sufficiently competitive in the
Q.Pduct, a lower competitive-need limit of 25 percent or more of the value of

ytal U.S. imports of the product, or $28.2 million, applies. The exclusion
for Hong Kong is based on the reduced competitive-need limits. The
competitive-need limit can be waived by the President if imports of a product
do not exceed a value limit that is adjusted annually by a percentage that
depends upon the percent of change in the U.S. GNP compared with the GNP in
1979. That value was $8.4 million in 1986.

Changes in GSP eligibility primarily affect U.S. imports of chain
products because of the number of available TSUS item numbers provided for
chain products. For example, chain products can be classifiable under of
four item numbers (740.11, 740.12, 740.13, and 740.70), and, often, a given
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product can be altered slightly to qualify under any of them. However, the
bulk of precious jewelry articles, other than chain, enter under basket
categories such as TSUS items 740.14 and 740.15 that, therefore, provide
higher competitive-need limits on a product basis. A beneficiary country that
specializes in a certain type of product, other than chain, is far more likely
to exceed the value limits than the percentage requirements on these basket
categories, as was the case with Thailand under TSUS item 740.14 in 1986.

GSP for TSUS items 740.11 through 740.15 since March 31,
numbers were first created from TSUS item 740.10. Althoug
Kong under TSUS item 740.15 were redesignated as eligibl

sufficiently competitive, made subject to the rediice
them. Israel was excluded from GSP duty-free
items 740.11 and 740.70 on March 31, 1981;
item 740.11 have remained at competitive leve

TSUS item 740.70 were redesignated as GSP
no change since. Peru exceeded the

740.11 based on 1982 trade and w: g
However, although such imports fr ery _continued to\exteed the limits in

1984, by 1985 they had sufficie 1 to w<§ fu to be redesignated
as eligible in 1986.

According to offici : s of Q\:\\;:ik)e.par:t:menl: of Commerce, the
major suppliers of GSP s WE e leading suppliers of all
precious jewelry pEriQQ of U.S. imports under the GSP
to total U.S. i s rs of precious jewelry under the

GSP for 1982-86

’\Fot imports of precious jewelry increased
983

slightly o M9 percent in 1984 before falling back to
2% he Share of GSP imports to total imports of

L9 percent. The growth in the ratio of GSP

; ies are reportedly made of precious metals..
the ratio were incurred by Israel, Mexico, Singapore, and

anon. Imports from these countries, other than Lebanon and Singapore,
edly declined under the GSP because of importers shifting their entries
from the GSP program to other preferential programs.

Based on official statistics of the U.S. Department of Commerce, the
share of precious-metal jewelry imported under the GSP decreased significantly
from 93 percent in 1982 to 80 percent in 1986 (fig. 6-22). The largest
decline occurred during the 1983-85 period as the ratio fell 11 percentage
points. The decrease in relative importance of precious-metal jewelry was
primarily the result of a shift in the composition of articles imported.
According to questionnaire respondents, in 1982, 91 percent of total GSP
imports were accounted for by neckwear products, primarily gold chains, of
which production can be easily expanded or moved (figs. 6-23 and 6-24). Ag)
the U.S. market demand for this product grew during 1982-84, developing
countries with low-cost labor began producing such products and finishing them
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Table 6-5

Precious jewelry: U.S. imports under the GSP and total, by top 10 GSP suppliers in
1986, and ratio of GSP to total imports, 1982 and 1986

1982 1986
Ratio of U.S. Ratio of U.S.
imports under imports under
GSP Total the GSP to GSP the GSP to
Source imports imports total total
1,000 dollars Percent Percent

Thailand...... 6,557 6,956 94
Israel........ 89,468 91,790 98
Peru.......c.. 16,196 18,375 88
Mexico...oe00s - 3,105 3,366 92
Yugoslavia.... 2,214 2,689 82
Dominican

96
71
100
89

18,114 100

Republic.... 73 3,010 2 63,336 21
Singapore..... 1,693 1,775 95 11,369 94
Lebanon....... 10,270 10,275 100 0,932 97
Korea......... 1,492 1,717 87 ,880 96
All other..... 10,011 716,754 1 2484,503 3

Total..... 141,078 856,707 Q}é}%ﬁiﬁ; <> 38 \$985,781 19
Q

Note.--Because of rounding, figure: :\\hgfzﬂ \\\gﬁals shown.
Source: Compiled from officiall’s sticé of @ J Depattment of Commerce.

Figure 8—22

Precious jewe der the GSP, by

nateria 1982 _
Q .

28:%

[J other
mnaterial

Precious
netal .

1982 1983 1984 1985 1988

Source: Official statistics of the U.S. Départnent of
Comnmerce.

6-21
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Figure 6-23

Precious jewelry: U.S. imports under the GSP, by
product, 1982, 1984, and 1986

40801 7
\J

300} 8th

Millions <i>
of 20871 N
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1887 ':: kuear

: % @R
2] ; s AR S

86

Source: Commnission questionngi es %ses
b the U\S)
Departnent of Commerce. (b\ S

import data and official stat

Figure 6-2
Precious j : .S imports under the
GSP, by p 384\
1885
[0 other
68T R ings
rerce 40 Findings
208- Neckuear
a8

1982 1984 1986

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

6-22
Commerce.
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by hand. This is especially noticeable with Peru, which expanded exports to
the United States by 87 percent during this period, mostly under the GSP.

When eligibility was revoked, such imports declined dramatically. 1In 1986,
the share of total products accounted for by neckwear was 34 percent. Rings,
earrings, and to a lesser extent, other jewelry articles accounted for most of

. the increase in GSP imports. Their shares of total imports increased from

3 percent to 45 percent, 5 percent to 13 percent, and 2 percent t percent,
respectively, over the period.

<&
orts under other preferential tariff programs
U.S. imports of precious jewelry under TSUS it 7.6$§;§¥§b tripled
).
e

from $17 million in 1982 to $50 million in 1986 (tab sHare of
such imports accounted for by the Dominican Republic incr

d

Table 6-6

Precious jewelry: U.S. imports for consumﬁsgfn u S izfﬁr\ﬁzgoo, 1982-86
(N

m 17 percent

\Qggée Share
<> of Change,
.S. U.S. 1986

total total from
Source 1982 1983 s85 (1986, 1982 1986 1982
1; liars §§§£b L Percent——--—
Dominican
36 2 34
‘s ‘ @o

,981 g ,154 16.8 68.6 1,088.8
,7 ‘ 11,415 7.4 22.9 807.4
S 7469 2,948 0 5.9 -
114 447 0 .9 -

110 260 0 .5 -

0 237 70.1 .5 -98.0

520 203 1/ .4 4,975.0

0 118 0 .2 -

0 41 0 .1 -

847 589 0 5.7 0 -100.0
19,937 31,725 49,822 100.0 100.0 191.9

l/\h§§§§;:an 0.05 percent. .
Note.--Because of rounding, figures may not add to the totals shown.

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

1/ Products imported under TSUS item 807.00 includes those which are
assembled in foreign countries with fabricated components that have been
manufactured in the United States and are subject to duty upon the full value
of the imported product less the value of the U.S.-fabricated components 6-23
therein. No further processing in the United States is required for articles
imported under item 807.00.



6-24

in 1982 to 69 percent in 1986. The bulk of this product is reportedly
handmade rope chain where U.S. companies ship wire or chain links to the
Dominican Republic for hand assembly into chain products. This chain is then
re-exported to the United States under TSUS item 807.00. Other countries,
such as Haiti and Mexico, have also used this provision to increase their
exports of precious jewelry to the United States. Both of these countries'

70 percent in 1982 to less than 1 percent in 1986. This trade
in chain products and the decline may be partially explaine
the price of gold, making it relatively less expensive to i

Act (CBERA) 1/, which began in 1984. Such impqr
fourfold since the program's inception, from $2\9
$15.8 million in 1986. No other Caribbean basin
provision as extensively as the Dominican ublic)
virtually 100 percent of total U.S. imports
program.

The United States-Israel Free T Are mplementatiofn) Act of 1985
established preferential tariff tréatme roducts from Israel.
Precious jewelry products classifigble a@gég;y 0.14, 740.15,
740.55, 745.66, and part of 7 ve : : fgé;iy ee eligibility
immediately upon implementati epte 19 Such imports increased

from $10.4 million in 1985-to
under item 740.14.
change in dutiable
determined through
duty-free entry under

, most of which entered

g’ items under review, no
an. 1, 1990, when rates shall be
dets, however, remain eligible for

1/ The CBERA affords nonreciprocal tariff preferences to developing
countries in the Caribbean Basin area, enumerated in general headnote 3(e) of
the TSUS, to aid their economic development and to diversify and expand their
production and exports. The CBERA, enacted in title II of Public Law 98-67
and implemented by Presidential Proclamation No. 5133 of Nov. 30, 1983,
applies to merchandise entered, or withdrawn from, warehouse for consumption,
on or after Jan. 1, 1984; it is scheduled to remain in effect until Sept. 30,,,4
1995. It provides duty-free entry to eligible articles imported directly from
designated basin countries.
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Chapter 7. Leading Competitive Factors 1/

A representative sample of U.S. producers, importers, and purchasers of
precious jewelry were asked to assess the competitive position of U.S.-made
precious jewelry versus foreign-made products with regard to eight factors.
Respondents were asked to indicate whether the domestic or foreign product
held an advantage for a factor, or if they were equal. Resulté§\of this
survey, by product, are provided in appendix K.

All three groups combined gave domestically produced) pr overall

competitive advantage and advantages in factors such as the abi supply
products at various price points and product quality.~ D ic ts were
also heavily favored by at least a 3-to-1 margin i i s such as

overall availability 2/, shorter delivery time, plier
relationship. Nevertheless, respondents favored forei
by more than a 5-to-3 margin in having lower priced products and gave neither
the advantage in product design. The following tabulation-shows the percent
of responses given to domestically produced 2

factor. The numbers represent the percent of

preference:
> @)

Over- “\-Over-

all all Shorter Supplier
Country with advan- EE\p proguct avail- delivery rela-
advantage 1/ tage price POir qug esign ability time tionship

Domestic (D)....... 4 : 48 4 41 67 80 64

Foreign (F)....... ) 42 19 10 14

Equal (S8)......../. 15 : 3 19 17 14 10 21

Ratio (F)/(D).... .8 1.8 . 1.0 .3 a1 .2

Ratio (D)/% ..... .35} .6 @x 1.3 1.0 3.5 8.0 4.6
O\

1/ Respondents were asked to
competit tage, "F" i
i d foreign

; spect to d jewelry made of precious metal, domestically
soducts were also believed to hold the overall advantage. Forty-six
percent of ‘respondents indicated that domestic suppliers held the overall
cquifitive advantage, and 39 percent indicated that foreign producers held
advantage. On the basis of individual factors, both foreign and domestic
products were given the same advantages as in all precious jewelry, except in
product design, where foreign products were beliesved to hold the advantage.
On the basis of other marketing factors, the advantage held by domestic
producers was slightly less in precious-metal jewelry than in all precious
jewelry products. 1In terms of having a lower priced product, foreign-made

"ngif the domestic product typically enjoyed a
oreign product enjoyed the advantage, or "S" if

1/ Most of the information used in this section of the report was obtained
during field interviews with representatives of the U.S. and Italian
industries and from responses to questionnaires of the U.S. International
Trade Commission. 7-1

2/ Overall availability of products refers to an ability to supply what the
buyers want, where they want it, and when they want it.
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products received a 44-percent share, whereas 47 percent of the respondents
favored domestic producers in the ability to compete at various prices. In
each of the marketing factors, domestic products received a 60-percent, or
greater, share. The lower relative advantage of domestically produced
precious-metal jewelry products indicates that the U.S. industry is believed
to be less competitive in this sector of the market than in the market as a
whole. The following tabulation summarizes responses to Commission
questionnaires comparing U.S.-made precious-metal products with se imported

in the U.S. market, by each factor; the numbers represent the perc of total
responses indicating a preference: S <g?;\\§i>
(N

Over- vers \>—

all Various Shorter Supplier
Country with advan- Lower price Product Product avail- delivery rela-
advantage 1/ tage price points quality desi ability time tionsh
Domestic (D)....... 46 26 47 4 65 78 60
Foreign (F)........ 39 44 30 39 2 10 16
Equal (S)........ .o 15 30 23 19 12 24
Ratio (F)/(D)...... .8 1.7 .6 N 3 .1 .3
Ratio (D)/(F)...... 1.2 .6 1.6(\}. .8 % 7.8 3.8

(> =

1/ Respondents were asked to mark ' i¥\532220mestic odyct typically enjoyed a
competitive advantage, "F" if the n uct joy he advantage, or "S" if
the domestic and foreign products B §ﬁ an area.

call(gizg9

For gemstone jewel B8 : d\products were believed to
hold an even great : e than in all precious
jewelry, receiving responses. In terms of each
individual factor distribution between domestic and
foreign prod ecious jewelry; however, for each

e\, her respective share. With respect to
"‘abﬁifg favored by a 3-to-2 margin in contrast
\‘: Roreign products for all precious jewelry.

ges”was for nonmarketing factors. Foreign-made

advantage in having lower priced products,

Y
= ges indicates that domestic-made gemstone jewelry is generally believed
to he{relatively more competitive in this segment of the market than they are
e\market as a whole as shown in the following tabulation (in percent):

7-2



Over- Over-

all Various all Shorter Supplier
Country with advan- Lower price Product Product avail- delivery rela-
advantage 1/ tage uality design ability time tionship
Domestic (D)....... 50 27 50 57 52 71 87 76
Foreign (F)........ 34 52 28 26 34 17 7 10
Equal (8).......... 16 22 22 - 17 14 12 6 14
Ratio (F)/(D)...... .7 1.9 .6 .5 .7 .2 .1 1
Ratio (D)/(F)..... . 1.5 .5 1.8 2.2 .4

1/ Respondents were asked to mark "D" if the domestic pro ¥ enjoyed a
competitive advantage, "F" if the foreign product e age, or “S" if
the domestic and foreign products were typically

7.1. Overall competitive advantage

Precious—-metal jewelry.--When respondents 2.8 indicate whether
domestically produced or imported preciqus-mets g ad\ 3

competitive advangage, slightly less than\ one-hal :
that domestic products had the advan mestic pr-« ctS\were considered
to have a competitive advantage
Kong. Italian products were cons _ ve an o
advantage by a 5-to-4 margin, 3
margin. The overall compet1t1 :
most foreign products, includ

competitive

favored by a slight
ébmetal jewelry, held by
lry articles (primarily

), reportedly results from

é&ggggf with overall

advantage in precious- All Hong

metalviewelry 1/ countries Italy Kong Israel Switzerland Other
Domestic (D).......... 46 39 43 60 74 43
Foreign (F)...... e 39 49 46 26 3 35
Equal (8)............. 15 12 11 13 23 22
Ratio (F)/(D)......... .8 - 1.3 1.1 .4 2/ .8
Ratio (D)/(F)......... 1.2 .8 .9 2.3 24.7 1.2

1/ Respondents were asked to mark "D" if the domestic product typically
enjoyed a competitive advantage, "F" if the foreign product enjoyed the
advantage, or "S" if the domestic and foreign products were typically equallgn
an area.

2/ Less than 0.05.
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Gemstone jewelry.--A comparison of the overall competitive position of
U.S.-made gemstone jewelry with imports, by countries, follows. It is based
on data submitted in response to Commission questionnaires sent to U.S.
producers, importers, and purchasers of precious jewelry; numbers represent
the percent of total responses indicating a preference:

Country with overall
advantage in gemstone All Hong
jewelry 1/ countries Italy Kong Israel  SwitZerland\ Other

Domestic (D).......... 50 57 41 63 @ 42
Foreign (F)........ o 34 34 49 1 4 41
Equal (S)..... ceeeerae 16 9 10 17
Ratio (F)/(D)...... R .6 1.2 .3 . 1.0
Ratio (D)/(F)......... 1.5 1.7 3.9 4.0 1.0

1/ Respondents were asked to mark "D" if the de
enjoyed a competitive advantage, "F" if the for
advantage, or "S" if the domestic and foreign pr
an area.

duct e ed the
ere i ly equal in

@;;éyroduced products

plry.— When domestically
s, Israel, and
competitive advantage
g products were
e case of all other
5 WE : 2dvto have an overall
competitive advantage in 42 : onses; 17 percent of all
al))2/. Hong Kong's advantage in
n the fact that labor cost

held an overall competitive advantage
produced products were compared with

Switzerland, domestic produc
in over one-half of all re
favored by almost one-ha

advantages aby
lower cost isxxe s in the United States. ' In addition,
3 . 3 A whe
:?ural pearls, can obtain these materials
5 Other factors which were reported to give
advantage included lower production costs and a

1/ It should be noted that comparisons with Switzerland which indicate
preferences may be biased by the fact that an insufficient sample may have
been drawn to provide accurate coverage of precious-metal watch bands, which
are the principal products imported from Switzerland. Although our sample
included coverage of such watchbands, it was insufficient to provide
conclusive statements comparing all Swiss jewelry products to U.S. jewelry
products. This bias may exist throughout this chapter.

2/ Most questionnaire respondents indicated that Thailand was their
principal supplier of gemstone jewelry among other countries. However, direct
conclusions regarding the competitiveness of precious jewelry from Thailand
can only be inferred from responses for all other countries because
respondents were not asked to directly compare U.S.-made products with those
from Thailand.



7.2. Prices
The price of precious jewelry from U.S. and foreign suppliers depends on
the amount of local value added relative to the amount of value added that
comes from internationally traded inputs. The greater the value added from
internationally traded inputs, the more closely prices of precious jewelry
move with prices of these inputs. Gold constitutes by far the greatest value
of most precious jewelry, with the exception of jewelry containing precious
gems. Thus, the price of precious metal jewelry tends to move~closely with
the price of gold. Other factors that affect the price of pre
include differences in design appeal, craftsmanship, and qualit
materials, including the total weight and fineness of stpioA~ me
internal quality of any component gemstone.

In addition to affecting the price level of fj
internationally traded inputs (gold) also affect
precious-metal jewelry. A change in the price of gol
change in the supply of precious jewelry, as

Table 7-1
Precious jewelry: Exports from Italy,

jewelry and precious-metal jewelry, and t
dollars, 1981-86

'<§T§. producers’
shipments of Nominal price

precious-metal of gold in

jewelry dollars
1/ 122.3
100.0 100.0
108.5 112.8
125.3 96.0
119.2 ' 84.5
122.0 : 98.0
1/ -18.2
8.5 12.8
15.5 -14.9
-4.9 -12.0
2.3 16.0

1/ Not available.

When the price of gold increases, exports from Italy decline. Similarly, U.S.
producer shipments of precious-metal jewelry also decline, but to a lesser
degree, reflecting the lower gold content of U.S. precious jewelry compared
with that of Italy.

Figure 7-1 shows U.S. producer price indexes for platinum and karat gold
jewelry and other precious jewelry, and for comparative purposes, those for
all commodities, except farm products, and miscellaneous products. Figure 7/52
shows two import price indexes for jewelry, one from the Bureau of Labor
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Statistics (BLS), and the other computed from responses to Commission
questionnaires, and an import price index for all commodities, except fuel and
related products. Figure 7-3 shows price indexes for all precious metals, for
gold, and for silver. Because the BLS import price index is not available
prior to the second quarter of 1983, all price indexes are reported using this
quarter as a base period to facilitate comparisons.

increased steadily from April-June 1982 through January-March
declined steadily until January-March 1985. The price index Wz
stable from April-June 1985 through April-June 1986, then i
second half of 1986. This price trend closely follo
precious metals, gold, and silver. The price inde
showed very little variation, increasing slightly -yedar period.

In comparison, the U.S. Producer Price Index for all commodit , except farm

materials declined steadily from Apri —-September
1984, following the price trends of t dex for platinum
and karat gold jewelry and the indexe als. During

al’/level as during

©3 —September 1986. The
price index of imported gold jewe ale ed uestionnaire data showed
no apparent pattern from J 3 ; i April-June 1983. From -
April-June 1983 through : es declined fairly
steadily, followin s . Producer Price Index but at a
more rapid rate. i import prices for all
commodities, exce
through July=Sept

April-June 1985, the price index

6f these other inputs, favoring foreign suppliers with lower costs
ocal inputs. Furthermore, the appreciation of the U.S. dollar during most
e>study period reduced the relative cost of the foreign local value added
vis-a-vis that of the United States. As a result, foreign producers were able
to lower prices more rapidly in the U.S. market compared with U.S. producers
and thus gain a larger share of the market.

The international transfer of technology has allowed nations with
low-cost labor to gain an even greater competitive advantage by reducing costs
of production through combining current technologies with low-cost labor. 1In
fact, low foreign wage rates by themselves apparently tend to outweigh any
technological advantage that might be held in the United States. This is
supported by the fact that questionnaire respondents, by a 3-to-1 margin,
indicated that Hong Kong products had a relative price advantage over U.S. 7-8
products. Questionnaire respondents also indicated, by a 2.1-to-1 margin,
that products from other countries, primarily other low-cost-labor Asian
countries such as Thailand, had a relative price advantage over U.S. products.
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It is believed that the U.S. industry is a follower of technological
developments in Europe, primarily Italy. Therefore, Italian products may have
been judged superior in price because of a technological advantage rather than
a low-labor cost advantage. However, it is noteworthy that questionnaire
respondents, by a 1.6 to 1 margin, cited Italian precious jewelry as having a
price advantage over U.S. products, and their wage rates in miscellaneous
manufacturing industries were up to 20 percent cheaper than comparable U.S.

and withholding taxes. Producers of precious jewelry in @ost
competitor countries are also affected by similar costs, h
insufficient information to make direct comparisons.

Table 7-2 shows an index of estimated monthly compensation workers in
miscellaneous manufacturing industries for selected maj precious jewelry
producing nations. Compensation of employee ecious jewelry

miscellaneous manufacturing industries.
miscellaneous manuacturing industries i
those in the United States, although tho
higher. Those in Italy, France, and the
increasingly less than those in the Uni
the United States rose 29 percent
major European precious jewelry co
19 percent each, and those in Aéiz
because of wage increases in Hong

producers not counted in t .
compliance of Federal and\l BOVeE
and worker safety.

Ho

Imports from\Italy, Kong,

ined\&x hich affect the degree of price
h&;i‘ oduced and imported precious jewelry.
£ the price competitiveness of U.S.-made
in the U.S. market follows. It is based on data

ereenit of total responses indicating that a particular foreign source, or the
domestic industry, has a pricing advantage:

Country with pricing All Hong

advantage 1/ countries TItaly Kong Israel Switzerland Other
Domestic (D)........... 25 25 20 30 48 21
Foreign (F)............ 44 41 59 43 18 44
Equal (S).......... ... 31 34 ©21 27 35 35
Ratio (F)/(D).......... 1.7 1.6 3.0 1.4 .4 2.1
Ratio (DY/(F).......... .6 .6 .3 .7 2.7 .5

1/ Respondents were asked to mark "D" if the domestic product typically .  7-10
enjoyed a competitive advantage, "F" if the foreign product enjoyed the
advantage, or "S" if the domestic and foreign products were typically equal in
an area.
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Table 7-2
Index of estimated monthly compensation of workers in miscellaneous
manufacturing industries 1/ for selected countries, 1980-84

(United States 1980=100.0)

!ggr United States Japan 2/ Hong Kong United Kingdom 3/

1980... 100.0 113.2 . 23.0
1981... 109.3 123.1 24.5
1982... 117.5 111.6 8/ 48.7 9/
1983... 124.7 122.0 43.7 9/
1984... 128.8 127.9 44.7 9/

Switzerland 4/ France 5/

1980... 138.6 91.6 87.8

1981... 125.0 83.1 81.4

1982... 128.5 75.5 0.0

1983... 129.3 75.2 o/

1984... 118.7 69.1 1

1/ Foreign currency data were translated ugi r—period average
exchange rates as reported in Interha: : i i cs, IMF. See

Bonuses.

2/ Includes family allowances an ,
udes(ful e workers on adult

3/ Determined in October of each
rates of pay.

4/ Determined in October
directly by the emp

ily allowances paid

9/ Series i ies {of to 1982, determined in March and
September o

s the above tabulation illustrates, 44 percent of Commission
questiopnaire responses indicated that foreign products had a lower purchase
price, almost a 2-to-1 margin. On a country basis, almost 60 percent of the
respondents stated that Hong Kong products were lower priced. The share was
slightly less for Italy, Israel, and all other countries, except Switzerland.
In fact, questionnaire respondents indicated, by a 3-to-1 margin, that
domestic products had a price advantage vis-a-vis Swiss products.

The tabulation below shows the breakdown of price advantage by various
cost components indicated by respondents. The numbers represent the percent
of total responses indicating a preference:

7-11
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Producers 1/ Importers 1/ Purchasers 1/

Pricing factor D F S D F S D F S
Lower price........... 8 65 27 21 63 16 66 27 7
Due to:
Lower cost labor.... 7 81 12 20 63 17 2/ 2/ 2/
Lower cost mater-
ials...cvveennn ... 10 29 61 21 20 59 2/ 2/
Exchange-rate advan—
tage...... s 17 60 23 29 32 39 2%

Other factors...... “ 8 70 22 58 30 12 %;@§§%}\

1/ Respondents were asked to compare the competiti
U.S.-produced and imported precious jewelry in the\U.
during 1982-86. They were to mark "D" if the domestic
typically enjoyed a competitive advantage, "F if the for
product enjoyed the advantage, or "S" if the estic and foreign
products were typically equal in an area.

2/ Causes of lower prices were not as

Eighty percent of responses b
importers indicated that lower cost

indicated that neither the fore\;n—~: & RO i¢ally produced product
used lower cost materials. A ma F s indicated that
foreign-made products also | because of favorable

was much less pronounced,
here was no advantage. With
ing other production costs,
producers overwhelmingly indicated

regard to other f
transportation, i

s between producers, importers, and, in
e, purchasers are instructive. To the

pOEt precious jewelry and most importers were not
ers should be better able to gauge price

> articularly since in a labor-intensive industry
he producers always have the opt;on of switching to

In rating labor costs, both producers and importers gave an advantage to
foreign labor, by a 12-to-1 margin for producers and a 3-to-1 margin for
importers. Most likely the producers were comparing U.S. wages with those of
the most prominent low-wage sources, such as Hong Kong, and importers were
comparing them with their own major source countries, which in some cases
included high-wage-rate countries, such as Japan and Switzerland.

Finally, although both producers and importers indicated that foreign
products enjoyed an exchange-rate advantage over domestic products, importers,
who would be more continually aware of exchange-rate fluctuations and more
1mmed1ately affected by changes in the dollar's strength, reported a smaller 12
margin of advantage. The largest share of responses indicated that there was

4‘ e
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no advantage derived from exchange-rate fluctuations. With regards to other
factors, producers probably based their preferences on factors, including
additional costs associated with taxes, Federal, State, and local regulatory
compliance, and employee benefits, whereas importers' decisions were most
likely based on such factors as transportation, insurance, and levied duty.

The following tabulation presents a relative price comparison of
U.S.-made precious-metal jewelry with imports into the U.S. ma
countries. It is based on data submitted in response to Commiss
questionnaires sent to U.S. producers, importers, and purchase recious
jewelry; numbers represent the percent of total response§>in-
preference: '

Country with pricing All Hong”~

advantage 1/ countries Ital

Domestic (D)....... . 25 27 56 21
Foreign (F)......... 42 41 42
Equal (S)........... 33 37
Ratio (F)/(D)....... 1.7 2.0

1
Y.5 .
Ratio (D)/(F)....... .6 .7(\ 7 .5

1/ Respondents were asked to mark)“D"\if th dbﬁesti&§§;S§ﬁ3£ typically
enjoyed a competitive advantage, "F\i oreij P t enjoyed the

eign Er sOwere typically equal in

g ve price comparison of
E%i%é&; he U.S. market, by countries.
It is based on d 0 Commission questionnaires sent to
U.S. producers, i of precious jewelry; numbers
represent perce tal sponses indicating a preference:
S ‘ .
A

Hong

U.S.-made gemsto

Israel Switzerland Other

\ 26 35 18 39 31 20
....... 52 43 67 50 29 49

Equal (S).euvvenn... 22 22 15 11 40 31
Ratio (F)/(D)....... 2.0 1.2 3.7 1.3 0.9 2.5
atio (D)/(F)....... .5 .8 .3 .8 1.1 .4

1/ Respondents were asked to mark "D" if the domestic product typically
enjoyed a competitive advantage, "F" if the foreign product enjoyed the
advantage, or "S" if the domestic and foreign products were typically equal in
an area.

Hong Kong had the largest price advantage in precious-metal products,
followed by Italy and Israel. With respect to Switzerland, the price
advantage was given to domestic products by a 5-to-1 margin. The price
advantage attributed to foreign competitors in gemstone jewelry was slightIy3
greater than in precious-metal jewelry, by 2-to-1 compared with less than
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2-to-1. The greatest advantage was indicated relative to Hong Kong. Italy
and Israel were accorded a slight advantage, and domestic products were rated
as having an advantage compared with Switzerland.

In contrast to foreign producers perceived ability to supply lower priced
- products, respondents indicated that domestic producers held a competitive

advantage in the ability to supply products at various prices.
important factor in the U.S. market because retail jewelry depart
carry products in various price ranges. The ability of a supplier roduce
products at various prices means that he has the potent1al ©3
business. The following tabulation for all precious Jewelr ur

responses to the query on ability to supply products at vag§§§§>\ points.

Numbers represent the percent of total responses indi

Country with ability
to supply products All
at various prices 1/ countries

Ital

Domestic (D)........ 35
Foreign (F)......... 30
Equal (S8)........... 36
Ratio (F)/(D)....... .9
Ratio (D)/(F)....... 1.2

1/ Respondents were asked to mar i JQgg;géﬁestic product
typically enjoyed a competitiye—a " 'Eizggh reign product enjoyed
the advantage, or "S" if the ucts were typically
equal in an area.

margln represented less than a
2-to-1 overal i ility to supply products at
various pri i in over one-half of the respective
responses, Pity by more than a 4-to-1 margin.

i 0 oducers were slightly favored.

and "aesthetic value" or attractiveness of design. As previously stated, most
major materials used in precious jewelry are, by definition, higher valued

than those used in costume jewelry. Craftsmanship deals with the quality of
production and can be affected by the production process, setting of stones,
polishing, application of coating materials, and other finishing work. As a
result of the rapid international transfer and standardization of jewelry
production technology, both domestic and foreign producers are able to use the
same types of manufacturing equipment and processes. Industry sources

indicate that most imported precious jewelry was generally inferior in quality
to U.S. products, except for Italian. However, the quality of imported

precious jewelry from other countries has been improving and continues to
improve as operations become more efficient and reliable. Currently, members714
of the U.S. industry acknowledge that the quality of imports varies greatly by
country, plant, and even production run.
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Domestic precious jewelry was generally rated as having a quality
advantage over imports, particularly in gemstone jewelry. Responses comparing
U.S. precious-metal products with those of Italy heavily favored Italian
products. This advantage is primarily in neckwear, in which Italy is by far

“the world's leader in chainmaking production technology. The following

. tabulation on precious-metal jewelry summarizes responses to Commission
questionnaires on relative differences in product quality. The numbers
represent the percent of total responses indicating a preferqgizg\

Country with quality All
advantage 1/ ~__countries

Domestic (D)........ 42

40
Foreign (F)......... 39 58 2 13 39
Equal (S)......cc0n 19 19 2 S 5 21
Ratio (F)/(D)...... . .9 2.5 .4 . 3 1.0
Ratio (D)/(F)....... 1.1 1.0

1/ Questionnaire respondents were asked to \ﬁ if the domestic product
typlcally enjoyed a competitive advan " e for roduct enjoyed
the advantage, or "S" if the domestic a fore1g typically

equal in an area.
2 izes responses to
roduct quality. The
r%;fQ§§§§§ icating a preference:
KS

Hong

The following tabulation o
Commission questionnaires on [é
numbers represent the per of

SO
Country w?§§ ﬁp‘f§§<T\\Tr)
advantage countri Israel Switzerland Other
- 69

44 52 74 58 48
38 20 13 3 34

18 28 13 39 18
.9 .4 .2 .1 .7
1.2 2.6 5.7 19.3 1.4

ts were asked to mark "D" if the domestic product

D itive advantage, "F" if the foreign product enjoyed
@ ge, or "S" if the domestic and foreign products were typically
eqial in an area.

Note that for precious-metal jewelry, the margin of quality advantage
attributed to U.S. producers is less than the margin of price advantage
attributed to competitors overall and that this margin advantage holds against
each competitor except Italy and other countries. By contrast, in gemstone
jewelry overall and for all countries but Hong Kong and other, the ratio of
foreign price advantage was less than the ratio of U.S. quality advantage.

- 7-15
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7.4. Product design

Design plays an important role in the purchase of jewelry and is
relatively more important to precious jewelry than to costume. In some
situations, within a given price range, design is the most important
determinant of a purchase. The design of precious jewelry is normally
developed in one of two ways. It can be a copy of a successful design used in
costume jewelry or it can be original. In the former, a proven desig
reproduced in a variety of more expensive materials, to sell at ya
levels, and marketed to consumers who can purchase the "logk" o
at a relatively high cost. The success of the design in cos
determines its success in precious jewelry. Since a varie at als can
be used, different price levels can be achieved to e\affordable
to most consumers. Expensive materials can also be :
exclusive; however, this is not common because the highe
generally original designs. In the latter, a ne

Traditionally, European producers, primari

innovators of future trends and styles i 2 U.s.
designers often travel to European tradg view the\ latest styles in
those markets and to develop ideas. ime, shop those markets

to see what sells.

% gs important than that
1.\ However, different
pearances, such as

1ry's appeal. Based on
ndustry, their designs are

n’ spanning many centuries. This

in gemstone jewelry because j
methods of production can
different colors or
discussions with r
the result of an a
tradition has helpe
precious-met jewelr ing tﬁi lation presents an assessment of
i »S. market between U.S.-made
is based on data submitted in response

U.S. producers, importers, and purchasers
sent the percent of total responses

All Hong
countries Italy Kong Israel Switzerland Other

Domestic (D)........ 37 20 46 66 47 39
Foreign (F)......... 45 67 35 12 11 45
Equal (S)......00unn 18 13 19 21 43 16
Ratio (F)/(D)....... 1.2 3.4 .8 .2 .2 1.2
Ratio (D)/(F)....u.. .8 .3 1.3 5.5 4.3 .9

1/ Respondents were asked to mark "D" if the domestic product typically
enjoyed a competitive advantage, "F" if the foreign product enjoyed the
advantage, or "S" if the domestic and foreign products were typically equal in
an area.

7-16
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Foreign-made products were favored in design by a 45 percent to
37 percent margin of all responses, primarily as a result of the popularity of
Italian designs in the U.S. market. Italian products held the greatest
advantage over U.S.-produced products by more than a 3-to-1 margin. Domestic
designs were decisively favored against those of Israel and Switzerland;
however, against Hong Kong the advantage was slightly less. When compared
with other countries, foreign products were favored primarily because of the
influences of other European design centers and Japan.

Domestic products were favored in gemstone jewelry desig
countries, except Italy, by more than a 3-to-2 margin. Jtali
once again favored, but to a lesser degree. The reason f
believed to be the result of Italy's superiority in
products that allows them greater creative possib
gemstone jewelry is relatively less capital int
creativity with a variety of raw materials, includin
gemstones, is more significant. The following
assessment of design as a competitive factor{ in the U.S.
U.S.-made gemstone jewelry and imports. It\ig base
response to Commission questionnaries sent to produce importers, and
purchasers of precious jewelry; numbers\represen he pe total
responses indicating a preference:

ther\metals and various
presents an
rket between

Country with design
advantage 1/

2R

Domestic (D)......
Foreign (F)
Equal (8)..

k\QggQif the domestic product typically
if the foreign product enjoyed the
and foreign products were typically equal in

ete in the U.S. market to the extent that the relative prices of local

bs in the countries are affected. For example, a depreciation of the
dollar reduces labor costs in the United States relative to other countries.
However, the greater the share of value from internationally traded inputs,
the smaller the role of exchange rates in affecting the ability of foreign
producers to compete. Because gold is internationally traded, a change in its
price will affect all jewelry producers equally and will not significantly
affect international competitiveness. Similarly, a change in the value of a
country's currency in terms of gold will not significantly affect its capacity
to compete in the U.S. market.

Changes in the nominal and inflation-adjusted exchange rates of major
suppliers of precious jewelry are shown in table 7-3. In most cases, the7-17
foreign currency depreciated in both nominal and real terms against the dollar
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Table 7-3
Nominal and real changes in the dollar exchange rates of currencies of the
major jewelry suppliers, by 4th quarters, 1982-86

4-year
change,
Oct.-Dec.,
Oct.-Dec., Oct.-Dec., Oct.-Dec., Oct.-Dec. 986 from
Country 1983 1/ 1984 1/ 1985 1/ 1986 1/ 2
Italy: S
Nominal.......... =-11.7 -14.1 . 26.
Real.......couu0. -5.4 - =7.6 . 2/
Hong Kong:
Nominal..... ceses =16.4 1.1 .5 -14.9
Real......oo00ves 3/ 3/ 3/
Israel:
Nominal.......... -64.9 -83.4 c -0.8 -97.9
Real........ ceees -3.8 -5.1 . 19.9 6.2
Switzerland:
Nominal......... -0.8 . 28.6
Real............ ; 28.9
Thailand: ‘
Nominal.......... -12.2
Real......oo00enn -13.3
West Germany:
Nominal.......... . +24.6
Real............ . : +26.3
Japan: :
Nominal........ 2/
Real 4/........ 2/

United Kingdom:
Nominal..
Real....

France:

e two countries are not comparable.

ated by multiplying the ratio of the foreign wholesale price index to
olesale (producer) Price Index.

Sources: Various issues of International Financial Statistics, International
Monetary Fund.

in 1983 and 1984 and appreciated in 1985 and 1986. The strengths of these
exchange-rate movements vary a great deal among countries.

The exchange rates for Switzerland, the United Kingdom, West Germany,
France, and Italy follow this general pattern, except for a slight decrease in
the nominal value of the British pound in 1986. The appreciation of the swis§!®
franc and the West German mark in 1985 and 1986 was much greater than their
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depreciation during the previous two years. As a result, the franc
appreciated over the four year period by 28.6 percent in nominal terms and
28.9 percent in real terms. Similarly, the mark appreciated 24.6 percent in
nominal terms and 26.3 percent in real terms. Over the 4-year period, the
nominal value of the French franc rose by 7.8 percent and the Italian lira by
- 3.3 percent. 1In real terms, both the franc and the lira depreciated by less
than they did in nominal terms in 1983 and 1984, and appreciated by more in
1985. Data are not yet available for the real change in the exchange rate for
France and Italy in 1986. Over the 4-year period, the British nd
depreciated in nominal terms against the dollar by 13.3 percent a

appreciated in real terms by 6.7 percent. S

The Thai baht is tied to a basket of currencies that
dollar. The nominal exchange rate for the Thai bah i
In real terms, the baht appreciated slightly agai
The baht depreciated in both nominal and real te
appreciated slightly in 1986. Over the 4-yea
nominal terms against the dollar by 12.2 pe
13.3 percent.

the Hong Kong dollar declined by 16.4 e agaln;t t dollar in 1983,
then appreciated by much smaller @1 f q-‘> 3 years,
producing a depreciation over the earx perjod of 14 rcent. Real values

o
of the Hong Kong dollar could e d u§§ ts price data, used
()

terms by

e
e
to deflate changes in nominal es, (¢) mparable to price data

for the United States.
The nominal value Q\(gégp\reciated against the dollar by
This depreciation reflects the

more than 60 per n 19833
extremely high rate of inflation in those years. When the
exchange-rate in is adj ation, the real rate of exchange

d f
d as) the Europea rrencies. The shekel depreciated by
‘kj\‘ 97,9 percent during the 4-year period. The
R fatively small amounts during 1983-85, no

S §\‘
; ‘>§§‘ gar, and appreciated in 1986, producing an
vef\the 4 years of 6.2 percent. The nominal

a-vis major precious jewelry supplying nations appears in appendix M.

Exchange rates affect both imports and exports of precious jewelry
articles. The dual effect is related to the relative prices of imported goods
in the U.S. market, as well as of U.S. products in foreign markets. The
strengthening of the dollar vis-a-vis currencies of trading partners causes
the price of foreign products in the domestic market to decline. Conversely,
a stronger dollar causes the price of U.S. goods in foreign markets to
increase. ‘

1/ International Monetary Fund, Exchange Arrangements and Exchange
Restrictions, Annual Report, 1986.

7-19
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Figure 7-4

Exchange rate indexes: Switzerland, Thailand, United Kingdom, and West
Germany, nominal versus the U.S. dollar, quarterly, 1983-86

Index (January-March 1983=100)
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Source: International Monetary Fund, International Financial Statistics
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Comparing percentage changes in U.S. imports from the five leading U.S.
suppliers with percentage changes in nominal exchange rates, all countries
except Israel show, for the period as a whole, a much faster rate of import
expansion than of exchange rate change. This is most likely attributable to
an overall increase in the supply of precious jewelry as a result of the
delcine in the price of gold. However, with respect to those currencies which
depreciated, the rate of exchange rate depreciation does not appear to be
strongly correlated with the rate of import growth in all coun
Thailand. This may be due to the fact that the local value-added content,
which is affected by exchange rate changes, varies among supp untries.
With respect to Thailand, currency depreciation is belié@éd
minor role in import growth. Such growth, it is believed

s y due
to domestic industry expansion.
ncies>appreciated over
iati

With respect to Itély and Switzerland, whose\€u

the period, import growth outpaced the currencies' app . As figure
7-6 shows, although the value of the dollar %is>a-vis the lira rose 41 percent
Figure 7-6

Index of U.S. imports from Italy and the\US$/L hange

1982-86 ~

1982=100

\// 1983 \kw

— Imports --- Exchange rate

from 1982-85, precious jewelry imports from Italy rose 97 percent. However,
in 1986, when the value of the dollar dropped 22 percent, such imports rose a
slight 3 percent. The drop in imports from Italy in 1983 can be attributed to
a 13-percent increase in the price of gold, which reduced U.S. imports from
all countries. The rise in Italian imports is primarily due to an increased
marketing effort by the industry aimed at the U.S. market. The industry is
attempting to replace Middle Eastern markets with the United States as their
primary one. In the case of Switzerland, import growth is believed to be the
direct result of their dominance in precious-metal watches and to increased
purchases by U.S. buyers in the major auction houses of Geneva and zurich. /2!
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It seems most likely that such exchange-rate changes, primarily
depreciations of trading partner currencies, helped the competitiveness of
Hong Kong, Israel, and Thailand, either by allowing them greater pricing
flexibility or in providing greater profit margins in the U.S. market, but
they do not relate closely to, or appear to account for, differences in the
. comparative rates of growth among competitors and high rates of import growth
overall.

In that connection, the 4-year, 9.7-percent annual average rate of growth
in U.S. apparent consumption of all precious jewelry was nearl ercent
greater than the 6.3-percent growth in per capita personal dispesa
and consumption of precious-metal jewelry grew more rapidly.
likely in response to the notable decline in the price o :
jewelry compared with that of other precious jewel . s have
concentrated less on the precious-metal market s
production cost disadvantages than in gemstone jewelr

7.6. Marketing techniques
Trade shows are the principal marketing te e useg
jewelry industry and are generally divided between those-st

retailers and those for suppliers or ackuring jew ifferent shows

often play different roles in th . ﬁétail de-shows, as the name
repres atives of small
and or the majority of

implies, are usually restricted t
ins u
h g%me being held during

every month except December; t ! are held in the spring
and fall for the coming fashiogn’ s i . Although some shows are
devoted exclusively to j ten include costume products
and other suppli i ws is important to exhibitors,
however, there a ibit at and attend them. Among
these reasons ar urrent and potential customers and
i a means for viewing competition;
ety an immediate market reaction; view the
-~"€brs for design input; and provide exposure
JI help develop a reputation. For many years,
he products of U.S. companies. Recently,

ost

ally, products exhibited are finished goods and orders are taken for
utqre delivery. However, since these shows are often independently

inistered by national, regional, or local trade associations, sales
policies among them differ. In some shows, delivery of products is allowed on
the premises, and in others, delivery is strictly forbidden. At still others,
delivery is allowed for some exhibitors but restricted for others. For
example, some shows only allow delivery by importers or stone dealers.

Trade shows for manufacturing jewelers generally exhibit machinery, new
production technologies or techniques, and semi-processed goods. Attendants
at these shows are usually restricted to manufacturing jewelers or suppliers
and often contain exhibitions by foreign machinery producers. In general,
sales policies at these shows allow the taking of orders, but restrict
delivery until either the end of the show or some future delivery date. - 722



7-23

Foreign trade shows are also important to precious jewelry producers.
The two major foreign trade shows are in Basel (Switzerland) and Vicenza
(Italy). Many U.S. representatives attend these shows in order to view new
products and machinery designed by foreign manufacturers. They also provide
U.S. buyers with an opportunity to call on foreign suppliers at their plants.
. For domestic producers, foreign shows provide a showcase for their wares at a
central location for buyers from many foreign countries; however, in recent
years, the U.S. presence at these shows has been limited but is expanding.

According to Commission questionnaire responses, the U.S. in
competitive advantage over foreign precious jewelry produgers
of marketing during 1982-86. Foreign suppliers were favored
because they were reportedly more flexible in minimum qua
orders and allowed for a wider range of design exclu

try held a

respect to shorter delivery time, overall avails
historical supplier relationships. The following tabulation summarizes
responses to Commission questionnaires related\ t ese fact in the U.S.
market between U.S.-made precious jeweltynand imp rs represent
the percent of total responses indicating referen

NN

i ﬁ\§§;;§§ponses 3 slected
t
€

Ratio

(F)/(D) _ (D)/(F)

Shorter delivery t

16D j‘N;‘
% 14 0.3 3.5
@ 10 1 8.0

22 .2 4.6

Historical plie
relatio ; J

However, with respect to having a historical supplier relationship,
ent of all responses indicated that domestic and imported products were
This can probably be attributed to short-term relationships that have

developed in recent years. With respect to overall product availability,

60 percent of all responses favored domestic products, and 19 percent
indicated that foreign products held an advantage. Finally, four-fifths of
all responses indicated that domestically produced products held an advantage
with respect to having a shorter delivery time.

7.7. Effect of government regulations

U.S. producers of precious jewelry report that foreign producers have 3
competitive advantage in various government policies which affect the precious
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jewelry industry. Most national jewelry-producing industries are reportedly
affected by policies that range from facilitating exports and imposing
additional production costs on the industry to alleged subsidies in some
countries. Countries that were cited as benefiting most from their government
policies were Italy, Hong Kong, Israel, and Thailand. In addition, an
advantage may be enjoyed by foreign producers that relocate to areas that are
tax free or have low taxes, such as some Caribbean countries. In fact, this
advantage may also pertain to U.S. manufacturers who relocate produ
facilities to these areas, or to areas that may be afforded prefe
tariff treatment under the U.S. Generalized System of Preference
other programs. The U.S. industry has also voiced concef% abo
increasing financial burden of meeting U.S. regulatory re -
those imposed by the Environmental Protection Agency ational

Another difference is in the area o
of duty are applied against the customs
charges for freight, insurance, an
Foreign tariff rates are usually a
include such charges. Hence, nume
rates are not actually equal.
assessed on lower valued good

\\
om\ duti t§§§z§€>0 ited States are
: oreJ;a duty is collected in
s

‘ forg§§§2§>s oms services.
by .t tic industry include arbitrary

Further proble

application of 1lo P -metal-content-marking laws.
Such laws exist in\most maj Ohowever, the application of these laws,
reportedly ne 1 orced, places additional costs on

stic exporters allege that certain
irCapplying marking laws to U.S. products
However, conversely, the lack of
eportedly aids domestic producers. In fact,
any domestic producers interviewed for this
1 ent of an official U.S. assay office that could
ic and foreign products to ensure proper
markings.

those pro

he most frequently reported U.S. competitive disadvantage was in the
area of foreign governments allegedly subsidizing local precious jewelry
industries in various ways. Alleged direct subsidies supporting the
development of local industries reportedly exist in India and Thailand. These
subsidiés reportedly consist of low-cost loans to producers, the supply of raw
gold at less than market prices, and significant support of export promotional
activities through financing participation in foreign trade shows, hosting
foreign buyers, and sponsoring trade missions. The U.S. Government provides
limited support of U.S. export promotional activities. The most controversial
allegation deals with the claiming of a production loss, allowed by the
Italian Government, on the manufacture of gold jewelry from temporarily
imported gold. U.S. industry representatives allege that since the Italian
Government allows manufacturers to declare up to 10 percent of gold as lost/;24
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producers can reportedly discount their prices (from the officially mandated
cost of gold) by the value of the loss. However, the manufacturer can recover
at least some gold and actually looses very little.

Other areas of alleged government involvement include the international
- lack of design protection enforcement. Many domestic and foreign producers
allege that designs are often copied by other manufacturers withouf permission
and without recourse. In addition, jewelry is sometimes used as a means to

circumvent restrictions on currency transfers from certain countrigifii}i>

7-25
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Chapter 8. Tariff Treatment

Precious jewelry articles are classifiable in most world markets
according to its component material. Generally, these materials are divided
between metal and mineral. Precious-metal jewelry is usually distinguished
between silver jewelry and that of gold and other precious metals, or between
rolled and filled metals. Gemstone jewelry is usually classified as articles
consisting of or incorporating precious or semi-precious sténes, or pearls. A
product would be classified according to the material that co
greatest portion of the total value of the entire article. 2 included in
most cases, are unfinished items that are used in the{assef
after minor alterations, can be considered jewelry.

8.1. U.S. customs treatment

United States (TSUS) items 740.11, 740.12\\ 740 , 140.Y4, 740.15, 740.55,

740.70, 745.66 and 745.67 (pt.), 1/ The TS ike most national schedules,
provides specific breakouts for cer pre g (" ucts. These
products include necklaces and neck chains, : A g

incorporating various styles of 1li 2N eck chains,

whether handmade or machinema ssi§; yder TSUS item 740.11.

Such chain products incorporat feren inks are classifiable
under TSUS item 740.12, mixed n hains. The bulk of
imported chain products are SBj zg%%zﬁQitem 740.13, necklaces and
neck chain made of one s in pe. Articles of chain
produced in continuous |

use in the manufact rticles ‘are classifiable under TSUS item
740.70. i 3 provisions are those for religious

made of silver, part of TSUS item

de in chief value of precious metal, is
N Most precious jewelry articles enter the
Fems ~40.13 and 740.14; Item 740.14 accounts for

able 8-1 shows the U.S. rate of duty applicable to imports of precious
éwelry included in this investigation. The rates of duty listed include

ose prior to 1980 when the Tokyo Round of Multilateral Trade Negotiations
IN) set staged rate reductions through 1987, the column 1 final stage rate
of duty applicable in 1987, and the column 2 rate, 2/ The rates of duty in
column 1 are most-favored-nation (MFN) rates, and are applicable to imported
products from all countries except those Communist countries and areas
enumerated in general headnote 3(d) of the TSUS 3/ and certain countries which

1/ Selected portions of the TSUS related to these items are presented in
app. N.

2/ The staged rate reductions negotiated under the Tokyo Round for the
United States and selected foreign countries are presented in app. O.

3/ The only Communist countries currently eligible for MFN treatment afe the
People's Republic of China,.Hungary, Romania, and Yugoslavia.
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Table 8-1
Precious jewelry: U.S. rates of duty, pre-MIN, final 1987, and column 2 rates of duty

(Percent ad valorem)

Staged col. 1 rate
of duty effective
Pre-MTN with respect to
Col. 1 articles entered on Col. 2

TSUS Item rate of or after Jan. 1,  rate of
No. 1/  Description _duty 1987 2/ duty 3/

Jewelry and other objects of personal adornment and
Small articles ordinarily carried in the handbag
or on the person for mere personal convenience, all

<&
the foregoing, and parts therefore, of precious metal
(including rolled precious metal), of precious
stones, of natural pearls, of precious metal

(including rolled precious metal) set with semi-

precious stones, cameos, intaglios, amber, or

coral, or of any combination of the foregoing:
Other:

Of precious metal:
Necklaces and neck chains, almost who

740.11A% ROPe....cvveannnn Cettsccececaccenanas 80
740. 12A% Mixed link...... 80
740.13A% Other.............. crecetceenens . 80
740. 14A% Other....cciveeeiernarncennnnes 80
740. 15A* Other.......... teseeseesecenne 80
Religious articles of a purely
designed to be worn on appa
about or attached to the
Crucifixes-and medals:
740.55A Of precious meta
metals)... 65
e manufacture of
ubpart:
ng-rolled precious
T40T0A N\ WMRtATS) . eerrree e NN tetececnconane ceeaaae ceeen 17 7 80
aridbag and similar frames incorporating
s, and snap fasteners; all the foregoing and
parts thereof:
yalued over 20 cents per dozen pieces or parts:
For jewelry and other objects of personal
adornment :
740.66A Of precious metal except silver (including rolled
precious metal except silver).......cecveeennn veus 24 6.5 80
Other:
745.67 (pt)A  Of silver.......... eteeteseeenas R . 5 1N 110

1/ The designation "A" means that all beneficiary developing countries are eligible for the GSP. "Ax"
indicates that certain of these beneficiary developing countries, specified in general headnote 3(e) of the
Tariff Schedules of the United States Annotated, are not eligible for GSP.

2/ Rate negotiated in the Tokyo Round of the Multilateral Trade Negotiations in Geneva, to be achiebed

through 8 annual reductions, with the final reduction effective as of Jan. 1, 1987.

3/ Rate provided in the Tariff Act of 1930 and applied to imported products from those Communist countries and
areas enumerated in general headnote 3(d) of the TSUS.
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receive preferential tariff treatment under various programs offered by the
United States. Among these programs are the Generalized System of Preferences
(GSP) 1/ and the Caribbean Basin Economy Recovery Act (CBERA). 2/

Preferential treatment was also granted to imports from least developed
developing countries (LDDC's) 3/ and to imports from Israel under the United

- States-Israel Free Trade Area Implementation Act of 1985. 4/ The rates in
column 2 apply to imported products from Communist countries which are
enumerated in general headnote 3(d) of the TSUS.

On January 1, 1988, the United States is scheduled to a
version of the Harmonized System (HS) which will makenits
classification comparable to that of most major tradin
proposed HS, precious jewelry is classifiable und
Precious-metal jewelry is classifiable under he
silver, and 7113.19, if made of any other precd
precious metal). Precious jewelry, set with natur
semiprecious stones, is classifiable unde rt of i
respectively.

The HS provides greater detail of imp
material breaks; however, no detail<§§§h§;en

sifica through component
on oduct basis. In
fact, some has been lost by includin specific b u r religious
articles into other headings, dep its mat he impact of this

. ity.<§§§§§§beral, duty rates will

new system will vary from co

remain at the final MTN negoti ities. However, some
products will be assessed a 2 ower duty. For example,
under the TSUS, religious artigles ajduty of 4.9 percent; under
the HS, such imports ar 7 percent, depending upon
the material. Also, j e currently assessed a duty of
11 percent; und uled to be 6.5 percent. Specific

language for inc §§2§§§5 appendix P. Table 8-2 contains a
1 n of precious jewelry products under

concordance highlighting\the cla
. ms treatment applied to U.S. imports
16us i : S\>export markets is presented in appendix Q.

ies offer preferential tariff treatment to imports
s under a variety of different national programs. The
GSP. Several countries also offer preferential

i -evrlopedQ\
loping cou 5\“~

used is -

\ig/ See footnote 1 on p. 6-21 for a description of the GSP.
/ See footnote 1 on p. 6-29 for a description of the CBERA.

3/ The preferential rates of duty designated at the LDDC rates reflect the
full U.S. MTN concession rates implemented without staging for particular
items and apply to covered products of the LDDC's, enumerated in general
headnote 3(e) of the TSUS. Where no rate of duty is designated as an LDDC
rate for a particular item, the col. 1 rate of duty applies.

4/ The preferential rates of duty under the United States-Israel Free Trade
Area Implementation Act of 1985, reflect the full U.S. MIN concession rates
implemented without staging for products of Israel, as provided in general
headnote 3(e)(viii) of the TSUS. Where no rate of duty is provided in the
"Special” column of the TSUS for products of Israel for a particular targfif
item, the rate of duty in col. 1 applies.
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Table 8-2

Precious jewelry: Concordance of tariff classifications under the TSUS, the proposed
HS with 1987 rates of duty, and proposed rates for the HS

TSUS 1987 HS Proposed
Product description item duty heading duty
Percent Percent
Necklaces and neck chains:
Rope:
Of Ssilver.....ccciveeveeeonnecasonesacnnse 740.1400 6<3 1120 27.5
6.5
Of BOld. . ivviveeeernnvenenosoososansons 740.1100 6 721 6.5
Of base metal clad with precious metal.. 740.1100 6. 0.21 6.5
Mixed link:
Of silver....... Chrecceerreeaane ceeee > 7113.11.20 27.5
7113.11.50 6.5
of gold........ e eeet ettt esesnanne ] 7113.19.25 6.5
Of base metal clad with precious metal. 13.20.25 6.5
Other: <§§§§;b
of silver..... Ceeceaseteseaaaresanane <:;> 6 7113.11.20 27.5
% < A 7113.11.50 6.5
Of gold....oovveveeneasnennne . 740 6.5 7113.19.29 6.5
Of base metal clad with precioys 0.1 Qg.s 7113.20.29 6.5
Precious-metal jewelry other Qi;o§
Of silver .o ()N 6.5 7113.11.50 6.5
Q 9113.10.00 6.5
ceaed . 1400 6.5 7113.19.50 6.5
% 9113.10.00 6.5
mégfiz 740.1400 6.5 7113.20.50 6.5
' 9113.10.00 6.5
<
.o 740.1500 6.5 7116.10.10 6.5
sessenee 740.1500 6.5 7116.10.20 11.0
.o 740.1500 6.5 7116.20.10 6.5
9113.10.00 6.5
.o 740.5500 7.8 7113.11.50 6.5
. 740.5500 7.8 7113.19.50 6.5
Of base metal clad with precious metal.. 740.5500 7.8 7113.20.50 6.5
Of precious or semiprecious stones..... . 740.5500 7.8 7116.20.10 6.5
Rope, curb, cable, chain, and similar
articles produced in continuous lengths:
Of Silver....cocveiiinenenennonecnsncnnns 740.7000 7.0 7113.11.10 7.0
(03 T 2 X 740.7000 7.0 7113.19.10 7.0
Of base metal clad with precious metal.. 740.7000 7.0 7113.20.10 7.0
Jewelry clasps:
Of SilVer..v.veeeeooeanoosocenoonnas ceen 745.6720 11.0 7113.11.50 63-8
7113.20.30 6.5
of gold..... Gesessescann ceseerecnesaea . 745.6600 7.0 7113.19.30 6.5
Of base metal clad with precious metal.. 745.6600 7.0 7113.20.30 6.5
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treatment to nations located in the same region, or with which the country
maintains special ties. According to industry sources, preferential tarifff
treatment in most major markets facilitates trade by reducing the cost of the

imported product from developing nations relative to products from developed
nations.

The GSP is a preferential tariff program designed to aid developing
nations by promoting the development of national industrieés \through exports.
The benefits of GSP vary from country to country; each offering nation decides
which developing country will receive GSP and what its bene a\will be. The
benefits are awarded on a commodity basis. The offé%ing an restrict
the commodities receiving preferential tariff treatme
compete with domestic industries, or to those t
predetermined level of imports or share of to
This allows the offering nation to protect i
time provide some benefits to developing nations.

s thdt commodity.
res while at the same

In general, countries that are des ed_as developing for purposes of
the GSP are classified the same by most ading nations offering such
programs. 1/ However, depending o eness of the
respective national industry, design ries vary among

offering nations. For example, tVextend GSP
eligibility to imports of precio because they
exceeded the statutory compet inits. rast, the European
Community excludes imports o we from-Taiwan for preferential
tariff treatment. Table Q-6 the preferential tariff
treatment for precious jewe r selected foreign markets.

Among oth e ing preferential duty rates for
selected bene : E 5 and are the CBERA and the United
States-Israel (Free T Area Pr der the CBERA, precious jewelry
: - Caribbean Basin area enter the United
h .~Israeli agreement, all traded products
free by 1995. However, certain precious
items 740.14, 740.55, 745.66, and 745.67, were
ent upon enactment of the legislation. With
bous-metal chain jewelry, TSUS items 740.11, 740.12,
harige in dutiable status has been made until

B.3. Nontariff barriers

In addition to tariffs placed on internationally traded products, several
factors allegedly impede the flow of goods that can be considered nontariff
barriers (NTB's). NTB's that affect precious jewelry take several forms.
Mandatory country-of-origin and precious-metal content markings are viewed by
some producers and importers as discriminatory standards imposed in the name

1/ A list of beneficiary countries eligible for preferential tariff
treatment for certain commodities under the U.S. scheme of GSP is inclﬁggd as
app. R. _
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of protecting quality. 1/ The lack of uniform international standards applied
to precious-metal alloys, and the allowable tolerances for deviation from
these standards, allegedly impose both direct and indirect costs to producers
in order to meet the various national standards. This problem is further
compounded by the lack of universal marking requirements and technical

. terminology. For products made from mechanically bonded metals, generally
known as either filled or rolled, the minimum required thickness of the
plating also varies from country to country. As an example, in the United
States it is common for the fineness of gold to be marked in terms karats,
i.e., 10K, 14K, and 18K. However, in most European nations, ene
marked in terms of the ratio of the weight of gold to the tot

States. Products that are exported must be marked acco
requirements of the intended market. In addition, most c
a valid trademark, country-of-origin mark, or rk indica

The enforcement of these marking sta
country to country. Some European countrie :
and the United Kingdom, have established tional assay o“

ing 2

certify the precious-metal content ‘:> precious
h{imported and
owin e merchandise

metal. 2/ This type of testing rep
domestic products and must be comple

entry into the marketplace. Testing e—~pofsumer with the knowledge
that the article has been examined ( ertifie ﬂ’ht's precious-metal

ortedly more popular in
ducts made of 18K and higher

ire that products be certified.
performed for centuries.

Precious-metal content testing can also be influenced by the part of the
finished article that is tested. For example, if a test were performed on a
neck chain, it is more likely that a proper karatage would be found in the
center of the chain as opposed to at either end where the clasp has been
soldered to the chain. This is because the solder material, which adds weight
to the entire article usually does not add a proportional amount of gold.

1/ Specific marking requirements for country-of-origin and precious-metal
content and coating standards are addressed in the following section.

2/ These offices are usually government operated and funded, either direct1§6
or indirectly; however, in some cases, they are private laboratories that have”
been certified and licensed by the government to perform such testing.
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There are also other general forms of NTB's that affect the international
trade of precious jewelry products. Among these are value-added taxes (VAT's)
and licensing requirements. VAT's are charges that are levied on products at
different stages of production and are relatively common in most European
markets. These charges make foreign products relatively more expensive than
domestically produced merchandise because they are applied to the full value
of the product, including import duties, and these added costg can
significantly increase the price of imported jewelry.

Finally, import-licensing requirements allegedly restri ow of
trade in several markets. According to industry sources, barrier
severely restricts trade in Mexico, the Phillippines, Ko and many
Latin American countries.

8-7
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Chapter 9. Precious Jewelry Marking Standards and Regulations

9.1. Country-of-origin and related markings

Section 304 of the Tariff Act of 1930 (19 U.S.C. 1304) requires that
imported products be labeled "in a conspicuous place as legibly, indelibly,
and permanently as the nature of the article will permit in such a manner as
to indicate to an ultimate purchaser in the United States, the English name of
the country of origin of the article.” The importance of design and the
limited surface area on most jewelry articles often make it impaq:
label indelibly the actual piece of jewelry without detracting
appearance. Therefore, present U.S. Customs Service regulations provide for
the use of gummed, stick-on labels or tags to be Bwe articles.
U.S. industry representatives allege that such g Ls~ar'e often
removed, intentionally or not, after passing t and prior to the
retail sale of the item. Therefore, consumers have tion on whether
the item is imported or domestically prodyece
origin in their purchasing decision.

During 1986, the U.S. Customs Service %
more than 15,200 special cargo examinati

3 percent of imported goods we :
origin. Jewelry was selected a ecial commodi be studied during the
last quarter of 1986, Octobe ecem@ Out of 3,347
examinations of jewelry imp olaa of country-of-origin

marking was 21 percent.
ad matt :S. Customs Service is currently

considering a !r que st aMore pE&rma G b'marking be required on imported
Native Americanistyle j lry. 2/ \\i s in response to a study completed by
the U.S. Department of\Co erc uested by Congress, titled Study of
Problems and Possible Remedies Concebning Imported Native American-Style
Jewelry¥ 4nd Handicrafts (Repo tg he Congress from the U.S. Department of

: y 1985). T gt-t?*ug confirmed allegations that some jewelry and
grs and wholﬁ:-ﬁSQiremove the country-of-origin labels from
and seroducts as authentic Native American. These
ere ad:»\h !tpresentatives of the Native American handicrafts

In a separate

In fesponse to this study, a coalition of American Indian craftsmen and
alers, with Congressional support, filed a request for a ruling with the
U Customs Service, asking that a more permanent marking be required on
imported Native American-style jewelry and handicrafts. It is claimed that
the removal of such tags negatively affect both the consumer and domestic
producers. Materials most often used in Native American-style jewelry include
sterling silver, which is a precious metal, and can be set with a variety of
stones.

1/ For further information, see International Trade Reporter, Mar. 18, 1987,
p. 375.

2/ For further information, see Federal Register, vol. 51, No. 135,
July 15, 1986, p. 25574. 9.1
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Customs is proposing that imported Native American-style jewelry be
indelibly marked with the country of origin by cutting, die-sinking,
engraving, or stamping. The marking may appear on the clasp, or in some other
conspicuous location. Alternatively, a metal or plastic tag indelibly marked
with the country of origin may be permanently attached to the article. As of
this writing, the U.S. Customs Service has not issued a ruling on this matter;
however, all imported precious jewelry may be significantly affected.

With regard to other markings found on precious jewelry a
National Gold and Silver Stamping Act of 1906 is considered the
significant piece of legislation governing jewelry mark
amended, provides that if a domestic producer applies a
indicating the fineness of precious metal used in producti
apply a registered trademark. However, this law d
jewelry must have a trademark and/or a quality
already must have a country-of-origin mark is alsd re
U.S. trademarking laws. The trademark must ear imme
quality mark and be equally visible, legibl lear, and
trademark must be registered in the United d represent a
manufacturer, importer, or seller of t arti the tr name of the
manufacturer or seller. 1/

icles, the

eness or thickness of
, égtlonal standards and

ar market. Because such
untries, they allegedly
xample of NTB's specific to

distort the ffee flow
the jewelry indu

andards for minimum legal karat
, and legal tolerances for gold
and selected U.S. export markets. The minimum

s& in the United States is 10 karat with a
arts per thousand or 0.003. Generally,

In the United States, sterling silver is the most common commercial
grade and fine silver is defined as 99.9 percent pure.

The only way to precisely determine that an article of precious jewelry
is legally acceptable is to assay it. However, since the United States does
not require quality tests, merchandise enters the U.S. market under the
presumption that the quality mark is accurate. In practice, some domestic

1/ For a precise description of specific markings required on jewelry
articles, see Guides for the Jewelry Industry, 16 CFR, Part 23, Feb. 27, 12&3.
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Table 9-1

Precious jewelry: Selected national gold standards for minimum fineness, grades in

commercial use, and tolerances for gold alloys and gold-soldered articles

United Switzer- United West
Item States Canada France Japan land Kingdom Germany Italy
Legal minimum karat marking
10K 9K - - - 9K - -
G
Karatage or
fineness:
8K (0.333).... X
9K (0.375).... X X X X
10K (0.417).. X X X
12K (0.500).... X X
14K (0.585).... X X X X X X
18K (0.750).... X X X x X X
20K (0.833)....
204K e e v e v e v
————————— 3 (Q al compounds——--————-
Gold alloys.... 0.003 . 3 0 00~ 0.000 0.010 0.000
Gold-soldered
articles..... .007 0'0 .000 .010 .010

irigdom, France, and Switzerland, have
recious jewelry articles before they enter

ission (FTC) issues industry guides that are
of laws administered by the FTC and are
the public in conducting its affairs in

. 1/ 1In effect, these guides define trade
For example, the guides indicate that "It is an
trade practice to sell or offer for sale any industry product .

g> the capacity and tendency or effect of deceiving purchasers . . . as to

the presence of gold or gold alloy in the product . . ." 2/ Various
subsections of the FTC guidelines cover all precious jewelry, including that
made of gold, silver, and gemstones, including pearls and precious and
semiprecious stones. Further, these guides also describe the proper standards
and descriptions for filled or rolled metals. In general, such metals consist
of a base metal upon which a plating of substantial thickness is applied by
mechanical means. The plating metal must be a proper quality precious metal,

1/ 16 CFR, Part 17, Application of Guides in Preventing Unlawful Practices.
2/ 16 CFR 23.5. ‘ 93
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generally either a gold or silver alloy. 1In establishing these guidelines,
the FTC sets the standards and requirements that must be met in order to
legally conduct business in the U.S. market.

The standards and terminology for products made of filled metals vary
from country to country and are listed in table 9-2 for selected markets.

9.3. Enforcement of regulations

Since national standards and requirements can impede<§he o welry
trade, international and national groups have formed to add
Generally, these organizations deal with all jewelry
distinction between costume and precious jewelry.
body is the International Confederation of Jewelry onds, Pearls
and Stones (CIBJO). This group includes 16 national in

represented in this body through the Manufacturigg
of America, a national trade association{\ Topics‘\distussed de marking
and stamping requirements for precious met , stone_gradi he

reduction of trade barriers on jewelry

There is also an international)tre t t<}acili t ade in
precious-metal articles by establis g ngs to be used by
gnized\ b fers. The "Convention
éigé;ﬁls" was signed
nna, Austria. Articles

ovisio the Convention do not
except for the purpose of
tles of precious metals

0

(including silver, hereof) be assayed by an

authorized bo stamp. The stamp indicates the

article has e is’ composed of a trademark indicating
: fometal, and an official mark indicating

2> convention. This mark may also be
bual Property Organization. The convention

h is a member of the United Nations, and has

November 15, 1972, by seven
controlled and marked acc
require further assayi
check tests. The

nk C ,rently?\ e signatories are Austria, Finland, Norway,

gal, é¢dén, Switzerlanhd, and the United Kingdom; however, only four have
iéd (Austria, Finland, Sweden, and Switzerland). The United States is
party to the convention.

Domestically, the Jewelers Vigilance Committee (JVC) works to preserve
the jewelers' integrity to the consumers' benefit and to maintain fair
competition and standards for the entire industry. According to industry
sources, the JVC works closely with the FTC to establish guidelines and
procedures for the domestic jewelry industry. The JVC recently launched a
joint venture with an Ohio Better Business Bureau to monitor jewelry
for compliance with FTIC guidelines. The jewelry is examined for a quality
mark and trademark. The JVC has also begun a program to monitor major jewelry
trade show exhibitors to ensure proper quality marking and trademarking.

9-4
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Table 9-2
Precious jewelry: Precious-metal fineness and coating standards for mechanically bonded metals in selected
countries
Country Item description Standards
United States...... Gold filled An industry product on which\there has been affixed by
mechanical means, a plating old alloy of not less
than 10K fineness that is ¢ antial thickness 1/
. and if the plating copsti} st 1/20th of the
weight of metal in ple.
Vermeil (gold on silver) A coating lionth (0.00012) of an
inch.
France..... ceeeneas Dore (rolled) Thé midimum fineness 9f the gold used for plating must
be 500 _parts gold per thousand) and a minimum
- he plating.between 0.5 and 3 microns.
Gold filled pating beNef sufficient thickness that,
iRkthe base meta re dissolved, the precious
tatt;oating<§§:¥i% in as a shell.
Vermeil (gold on si ver es a minimum thickness of 2 microns
of t tShdard covered in gold.
Japan.............. Rolled gold f @ of 1/20th of 18K gold.
Switzerland........ R od_(double_wayen) i fineness of at least 8 microns in a gold
y of at least 375 thousandths (9K).
West Germany.. Rol gold fdouble) Q A minimum fineness of which at least 10 thousandths is

accounted for by pure gold contained in the coating to
the weight of the entire article.

Gold plat A minimum fineness of which at least 3 thousandths is
accounted for by pure gold contained in the coating to
the weight of the entire article.

Vermeil (gold on silver) A minimum fineness of which less than 3 thousandths is
accounted for by pure gold contained in the coating to
the weight of the entire article.

1/ Substantial thickness means that the plating must be of such thickness as to ensure a durable coverage of
the base metal to which it has been affixed.

Source: The Jewelry Manufacturers Guide to International Markets, Manufacturing Jewelers and Silversmiths

of America, 1984.

95
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As stated above, the basic statutory requirements concerning country of'
origin markings are set forth in section 304 of the Tariff Act of 1930. The
U.S. Customs Service enforces these marking requirements on all imported

merchandise at the time of importation. If the U.S. Customs Service discovers

at the time of entry that merchandise is not properly marked, the merchandise
may be held and not released to the importer until it is properly marked.
More commonly, the merchandise will be released on the assurance that the

assure such marking. Improperly marked articles are also subject t
additional duty of 10 percent ad valorem (sec. 304(c)). Persons ¢
defacing, removing, altering, covering, obscuring, or obliteératip
required mark with the intent to conceal information given
subject to a fine of up to $5,000 and imprisonment of
304(e)). If an importer or a domestic industry is

question. 1/

Improper marking may also constitute an unfai e under
section 5 of the Federal Trade Commission Act (15 W : ection 337
of the Tariff Act of 1930 (19 U.S.C. 1337). der the F Act, “the FTC has
various enforcement remedies, ranging f encoiraging ind ompliance
through education to issuing orders

penalties. Section 337 is administe ; S. Intew ai
Commission. The Commission may e . the-United States

violating articles and/or may is de rders against firms or

S
s

1/ 19 CFR 175 and 177.
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Chapter 10. Financial Experience of U.S. Producers

Thirty-five producers supplied usable income-and-loss data on their
precious jewelry operations. One firm began producing precious jewelry in
1985; therefore, it provided data for 1985 and 1986 only. These firms
together accounted for approximately 17 percent of estimated U.S. producers'
shipments of precious jewelry in 1986.

10.1. Overall operations

. <&
The data for 35 U.S. producers' overall operatio precious
jewelry is produced are presented in table 10-1. ales of
precious jewelry increased by 15 percent from , after

remaining stable in 1985, increased by 11 per ion in 1986, an
annual rate of growth of 6.1 percent. In comparison,\ net ‘sales of all

ercE ,039 billion in 1982
.8 percent
jewelry sales grew at a
“8-percent decline
when they

ired bette -C\ les growth, at
du%ry as &;’ . which showed a
] of shlggztg _

-f>43 percent from 1982-85

for an overall increase of

1 - come grew by 1.2 percent per
ed \ 3 million in 1986. In contrast,

ﬁ?-»‘: turlng corporations increased by
dedllined annually to 1986, showing an

t. e return on sales declined from

, increased to 8 percent in 1985, and

ese rates of return were slightly better

tdring corporations in 1982, 1985, and 1986,
and 1984, when gold prices were relatively

to $2,280 billion in 1986, an annual rate
(table 10-2). In constant 1982 dollars,
5.1-percent annual rate over the 5-year perioe Af ter
from 1982 to 1983, real net sales ros
amounted to $559 million. Responde

27 percent over the 4 years,

19-percent growth as measured

Operating income on ove
and then declined by 24 pe
9 percent. Adjusted fo
year over the S-year
nominal operati

drop to $6 million in 1983, net income before taxes

: on and $28 million annually during 1982-86. Adjusted
ation, net income dropped 20.8 percent over the period and amounted to
$17.6 million in 1986. As a share of net sales, net income fell from
"Eercent in 1982 to 1 percent in 1983 and then returned to 5 percent in 1985
before dropping back to 3 percent in 1986. Compared with net income before
taxes for all U.S. manufacturing corporations, the pattern was not consistent,
as income rose from $109 billion in 1982 to $166 billion in 1984 and then
decreased to $132 billion in 1986; as a share of net sales, this ratio was
greater than that for precious jewelry producers, remalnlng about 6 percent
over the period. :

The reason for the decline in operating income in 1983 appears to be an
ll-percent increase in general, selling, and administrative (GSA) expenses
combined with a 5-percent increase in cost of goods sold (COGS), which was
spurred by an increase in producer prices of 5.9 percent. Both costs
increased in absolute dollars and also as a share of net sales, from 10-1
27 percent in 1982 to 29 percent in 1983 and from 66 percent to 67 percent,
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Table 10-1 :

Income-and-loss experience of 35 U.S..producers on the overall operations of their establishments within which precious jewelry

were produced, accounting years 1982-86

PtrcM Percentage Average

change, change, annual
: 1985 from 1986 from change, 1986
Item 1982 1983 1984 1985 1986 1982 . 1985
Net sales..................1,000 dollars.. 457,699 476,054 525,611 525,216 580,734 14.9
Cost of goods sold..................do.... 302,223 317,164 354,402 . 334,469 383,955 10.7
Gross profit.....ccocveieeeenienes.d0.... 155,476 158,890 171,209 190,747 196,779  22.1

General, selling, and administrative
“@XPeNSeS.....iierrinecsccnncssncalOucss

124,437 137,782 139,047 146,444 __ 162,965

Operating income....................d0.... 31,039 21,108 32,162 44,303 33,814
Other income or (expense), net......do.... 8,875) - (15,239 13,465 16,768 15,576
Net income before income taxes......do.... 22,164 5,869 18,697 27,535 18,238
Depreciation and amortization expense

included above 1/........cceueeo..dOn... 4,338 5,302 5,186 6,334 1,
Cash-flow from operations 2/........d0.... 26,502 n,mm 23,883 33,869 26,195
As a share of net sales:

Cost of goods sold.............percent.. 66.0 66.6 67.4 63.7

Gross profit....ccceeeeeciccenseecd0oaes 34.0

General, selling, and administrative

@XPENSES...ciernerciorccraacanssl0saas 21.2

Operating inCOmMe.....cccoevveeecael0.... 6.8

Net income before income taxes....do.... 4.8
Number of firms reporting operating

T0SSeS..ocieieettincarrencaceosccccssanns 8
Number of firms reporting net losses...... 12

Table 10-2
A1l U.S. manufacturing:

Income and /@rie e

)
<
Comission.

Percentage Percentage Average
change, change, annual
Q 1905 from 1986 from  change, 1986
Item 1982 1985 1986 1982 1985 from 1982
[PPSR P — P’S =r wewecme @e e - m———
Net sales, recei
revenues.. 2,039,336 2,331,368 2,280,065 14.3 -2.2 2.8
Depreciation,\dépletion,
amortiza
and 13 86,574 92,868 96,823 25.6 4.3 6.9
Al b
expe
goods “spid '
and admi 1,859,941 1,914,329 2,089 100,689 2,054,985 12.9 -2.2 2.5
Operating iNCOMB\....ccovveescansas 105,440 124,826 159,153 137,831 128,257 30.7 4.9 5.0
Net nonoperating. income or (loss).. 3,476 8,710 6,410 (197) 3,616 - - .9
Net income before income taxes..... 108,916 133,536 165,563 137,034 131,873 25.8 -3.8 4.9
Percent--
As a share of net sales:
A1l other operating costs and ‘
expenses, including costs of
goods sold, and sales, general .
and administrative expenses.... 91.2 90.3 89.5 90.1 90.1 - - -
Operating income..... 5.2 5.9 6.8 5.9 5.6 - - -
Net income before income taxes... 5.3 6.3 1.1 5.9 5.8 - - -

Source: Quarterly Financial Report for Manufacturing and Trade Corporations, various issues, U.S. Department of Commerce.

10-2
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respectively. The improvement in operating margins during 1983-85 was due
primarily to rising sales and a drop in COGS as a share of net sales, from
67 percent in 1983 to 64 percent in 1985. The decline in the operating margin
in 1986 is caused mainly by the increase in COGS relative to sales, which
resulted from rising gold prices. Although sales registered an ll-percent

- increase in 1986, the COGS increased by 15 percent, and COGS, as a share of
net sales, increased to 66 percent in 1986. It should be nofed that between
1983 and 1985, producer prices for precious jewelry fell 4 pe The shift
toward direct-to-retailer sales and consequent buildup in inwve es by an
increasing number of manufacturers would be expected to redult
increase in COGS as a share of net sales than was repor 4
the largest of the 35 respondents supplying financial

n their COGS.

On the basis of 31 questionnaire responses for ‘components of COGS for
: ted primarily from the

srted products showed the

Table 10-3 . o
Components of costs of goods sold by 31 U.S. producers on t| Xntiws of their @mthm which
precious jewelry were produced, accounting years 1982-86 (>

[N (>

erceftage Percentage Average
change, annual
S5 from 1986 from = change, 1986
Item 1982 1983 m Q r\g& 1985 from 1982

Use or resale of imported

product..... 1,000 dollars.. 34.6 30.9 12.9

Domestic raw materials.do.... 13.5 10.6 5.8

Direct labor........... do, 13.8 8.6 5.4
Other factory costs and

- 17.6 a1

inventory changes....do.\.. N 2 .2 .
Cost of goods sold.....do.\. 282,198 29Q>123 329, \<§§§§5;B‘7 356,553 12.3 12.5 6.0
2,538 503 \483,464 526,689 1.8 8.9 5.0

<

8.0 8.6 9.3 - - -
61.8 60.3 -
12.0 11.9 1.4 - - -
18.2 19.0

68.2 65.5 67.7 - - -
42.1 40.2 40.9 - - -

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

greatest increase over the period at 13 percent per year; however, as a share
of total costs, they fluctuated over the period but rose from an overall

7 percent of total costs in 1982 to 9 percent in 1986. Raw materials
accounted for the largest share of total costs, ranging from a high of

62 percent of total costs in 1984 to a low of 59 percent . in 1983.

Other expenses, consisting primarily of interest expense, nearly doubled
from $9 million in 1982 to $15 million in 1983 and amounted to approximatéfy
3 percent of the sales in all 5 years. During 1982-86, U.S. producers
reported other expenses that ranged between $8.9 million and $16.8 million.
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retax net-income margins followed the same trend as the operating income
margins.

Cash-flow from operations declined $15 million from 1982 to 1983, rose
$23 million between 1983 and 1985, and then dropped $8 million in 1986 for an
overall 4-year decrease of 1.2 percent. Adjusted for inflation, cash-flow
showed a greater decline of 5 percent. Eight firms reported operating losses
in 1982, 1984, and 1985 compared with five firms in 1983 and seven firms in
1986. Ten firms sustained net losses in 1986, down from 12 in 198

and cash-flow as summarized here for these firms ma ter-than-
industry-average results.

10.2. Precious-metal jewelry products

The data for 29 U.S. producers' preci -meta 1ry ations,
accounting for 23 percent of estimated U, ducer ship e presented
in table 10-4. Aggregate net sales of j ous<metal j increased by
17 percent from 1982 to 1984 and thén de éd_by>2 perdent\in)1985 before
rising by 12 percent to $492 million 086 In cons€§:;£%982 dollars, such
sales fell 5 percent from 1982 to 198

in%a an annual rate of

Table 10-4 @
Income-and-loss experience of 29 Umu of precious-metal jml% years 1982-86
AN
) Percentage Percentage Average

change, change, annual

1985 from 1986 from change, 1986
Item 1

lars

1982 ;\ 1983 1985 1986 1982 1985 from 1982
Net sales.......... <. .:\\\\‘*116// 399,50 5;;;3 440,493 492,326  15.0 n.s 6.5
Cost of goods sold.... . N\.... .. d0.... g 78 3 330,267 13.2 " 15.8 7.0
Gross profit. 3 162,059 18.3 4.4 5.4
19.0 15.0 8.2
6.4 -24.8 -3.3
88.8 -8.9 14.5
13,183 24,6917 31,441 22,096 3.9 -29.7 -1.6
d have ). . 4,728 4,635 5,500 1,010 44.8 21.4 16.5
Cash-f10 om operations 2/..... do.... 34,055 17,9 29,332 36,941 29,106 8.5 -21.2 -3
As a share t sales
Cost of goods sold.......... percent.. 65.8 67.0 68.5 64.8 67.1 - - -
Gross profit....cceceeecncccnas do.... 34.2 33.0 31.5 35.2 32.9 - - -
General, selling, and administrative
eXPENSeS..ceererecnssancsnnns do.... 25.0 21.3 24.4 25.9 26.6
Operating income............... do.... 9.3 5.6 1.1 9.4 6.3 -
Net income before income taxes.do.... 1.9 3.3 5.5 1.1 4.5
Number of firms reporting operating
10SS@S. e iuerenrenncerannccnsconnnnnan 5 7 6 4
Number of firms reporting net losses... 7 17 8 6 5

¥/ Includes expenses for 27 firms which accounted for 89 percent of total net sales in 1986. -
2/ Defined as pretax net income plus depreciation and amortization expense.

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.
10-4
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9 percent through 1986 when they amounted to $472 million. The trend in
nominal sales was similar to that of all precious jewelry operations, but the
increase was slightly greater. Similar to those respondents for all precious
jewelry, sales growth, at 6.5 percent per year over the 4 years, was faster
than the overall industry performance which showed a 5.1-percent annual rate
of growth as measured by the value of shipments.

income on
million
the 5-year

Except for a sharp drop to $23 million in 1983, operati
precious-metal jewelry operations ranged from $31 million to
annually during 1982-86. Adjusted for inflation, the decli
period was 16.0 percent. These trends, in both nomindd and (v
the same as that of all precious jewelry operations. re
declined from 9.3 percent in 1982 to 5.6 percent if>1l , t to
9.4 percent in 1985, and then dropped to 6.3 pe 98 ese rates of
return followed the same pattern and were slig thafi those for
precious jewelry operations.

Net income before income taxes declined by 56 percent from 1982 to 1983
and then more than doubled to $31 million i BQ\before falling 30 percent to
$22 million in 1986. Adjusted for ifflation nco ell an overall
30.0 percent over the 5-year period. a share ne s\> net income

declined from 8 percent in 1982 to reent in 1983 increased to
7 percent in 1985 before droppi 5<gerce i . Compared with
net income before taxes for pr welry opergggggﬁ, he same pattern

pertained, and both the absolute ratjo.to sales were greater.

<
y ecling operating in in 1983 appears to be the
combination of a l4-per g€ i a 6-percent increase in COGS,
which was spurred by i ase~i o< rices of 9.6 percent. They both
increased in abs hare of net sales, from

25 percent in
respectively. ating margins during 1983-85 was due
s drop in both COGS and GSA as a

3 percent, respectively, in 1983 to
ctively, in 1985. The decline in the
: d mainly by the increase in operating
anid GSA relative to sales. Although sales
iIcrease in 1986, the COGS rose by 16 percent and GSA
A as a share of net sales increased to 67 percent

tively, in 1986. Producer prices for precious-metal

precious-metal jewelry operations, the overall increase resulted primarily
from the increased use of imported products by U.S. producers and the rising
cost of materials (table 10-5). The use or resale of imported products showed
the greatest increase over the period at 16 percent per year; however, as a
share of total costs, they fluctuated over the period but rose from an overall
7 percent of total costs in 1982 to 10 percent in 1986. Raw materials
accounted for the largest share of total costs and ranged from a low of

63 percent of the total in 1983 and 1986 to a high of 66 percent in 1984.

Other expenses, consisting primarily of interest expense, nearly doubled
from $5 million in 1982 to $9 million in 1983 and remained about the same at
$9 million during 1983-86, approximately 2 percent of the sales in all 510-5



10-6

Table 10-5 . . ‘
Components of costs of goods sold by 29 U.S. producers of precious-metal jewelry, accounting years 1982-86

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

Item 1982 __1983 1984 1985 1986 1982 1985 1982
Use or resale of imported
product.......... 1,000 dollars.. 15,357 21,525 21,213 22,466 21,8713  46.3 24.1
Domestic raw materials...... do.... 148,518 152,881 186,907 166,558 184,467 12.1 Qlo.s
Direct 1abor.....cccevuceens do.... 26,467 29,082 31,807 30,366 33,358 14.7 9.8
Other factory costs and
inventory changes......... do.... _41,94) 40,855 44,129 40,608 48,548

Cost of goods sold.......... do.... 232,283 244,33 284,116 259,998 294,246
Net sales..................e do.... 347,492 355,068 404,028 396.7!7 440,85

As a share of cost of goods sold:

Imported product....... percent.. 6.6 8.8 1.5 8.6 9. - - -
Domestic raw materials....do.... 63.9 62.6 65.8 64.1 62 - - -
Direct 1abor......cccecuese do.... 1.4 1.9 1.2 n.7 1 - - -
Other factory costs....... do.... 18.1 16.7 15.5 15.6 - -
As a share of net sales:
Cost of goods sold........ do.... 66.8 68.8 70.3 65. 66.7 - <
Domestic raw materials....do....  42.7 43.0 4.3 4.8 - (:j\\\\ -
to Comission.

Source: Compiled from data submitted in response to questi s .S.~International %
@y
years. During 1982-86, U.S. p rte r{expenses that ranged
retaxne ome margins followed the
B gi.ns. @

between $5.2 million and $9.
same trend as the operatin
ined (] ion from 1982 to 1983 and then
e declini to $29 million in 1986, an
sted for inflation, cash-flow
e

nt.> Five firms reported operating
even firms in 1984, six firms in 1985,

Cash-flow from ecl
doubled between 1983 r
losses in 19
and four

eporting financial results showed greater
dustry as a whole showed in shipments--by

et per‘year to 5.1 percent per year--net income and cash-flow as
summarized here for these firms may also show better-than-industry-average
results.

10.3. Gemstone jewelr roducts

Data reported by four U.S. producers of gemstone jewelry are presented in
table 10-6. These four firms accounted for approximately 2 percent of
estimated producer shipments in 1985. Data concerning 1986 are not
available. Aggregate net sales of gemstone jewelry increased at an annual
rate of 24.8 percent from 1982-85 and amounted to $27 million in 1985. This
increase was signficantly greater than that for overall precious jewelry
operations and for precious-metal operations as well. In constant 1982 10-6
dollars, the annual rate of growth was 23.8 percent. Questionnaire
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Table 10-6
Income-and-loss experience by 4 U.S. producers of gemstone jewelry, accounting years 1982-86

Average
Percentage annual
change, change,
1985 from 1985 from
Item 1982 1983 1984 1985 1986 1/ 1982 1982
Net sales.....coecevecnnnnnns 1,000 dollars.. 14,101 17,634 22,808 21,410 94.4 24.8
Cost of goods sOld............. SETPPON do.... 11,063 13,313 17,381 20,500 85.3 22.8
Gross Profit....ccecececscecccenceonas do.... 3,038 4,261 5,421 6,910 121.5 31.5
General, selling, and administrative :
BXPONSES . eouerecaccnacrensnnnsannns do.... _2,796 3,136 3,891 4,882 6 20.4
Operating income.........coceveeennnns do.... 242 1,125 1,536 2,028 33 103.1
- Other income or (expense), net........ do.... __(624) (439) (653) (438 Q.4 -1.4
Net income before income taxes........ do.... (382) 686 883 1,594 -
Depreciation and amortization expense
included above 2/......ceveennnnnns do.... 329 2N 33 563 19.6
Cash-flow from operations 3/........ *.do.... (53) 957 1,226 , 157 -
As a share of net sales: )
Cost of goods sold .. 18.5 75.8 76. 8 - -
Gross Profit....cceeeeeeecssececenes coee 21.5 24.2 23.8 - -
General, selling, and administrative
@XPONSeS..ccveueeeeesiccccacsacense do.... 19.8 17.8 7.1 17.8 - -
Operating income........cc.ecuueunns .do.... 1.7 6.4 < 7.4 - -
Net income before income taxes...... do.... =2.1 3.9 5.8 - -
Number of firms reporting operating losses.. 1 1 Q 1 &
Number of firms reporting net losses........ 3 2 2
N\
1/ Not available because of confidentiality. »
2/ Includes expenses for 4 firms that accounted for t of’ total net sales %
3/ Defined as pretax net income plus deprecia tion @nse.
Source: Compiled from data submitted in respons ue: s of S. I ional Trade Commission.
<

s growth, at 94 percent over
ich showed only a 19-percent
the value of shipments.

able financial data, operating income
creased almost 10 times from $242,000 in 1982
103 percent per year. This growth was
or precious jewelry and precious-metal
Commission questionnaires and for all U.S.

Net income before income taxes also improved over the period as a net
ess in 1982 was reversed in 1983 and net income rose steadily during 1983-85,
afiounting to $1.6 million in 1986. The rate of growth in net income from
1983-85 was 52.4 percent per year. As a share of net sales, net income was
steady at 3.9 percent in 1983 and 1984 before rising to 5.8 percent in 1985.
The overall trend in this ratio was opposite that of precious-metal jewelry
producers over the period.

The reason for the increase in operating income in 1983 appears to be a
combination of the substantial increase in sales and lesser increases in COGS
and GSA expenses. Both expenses increased in absolute dollars, but declined
as a share of net sales, from 79 percent and 20 percent, respectively, in 1982
to 76 percent and 18 percent, respectively, in 1983. The continued inggease



10-8

in operating margins during 1983-85 was due primarily to increases in net
sales, in absolute value, keeping pace with rising COGS and GSA, 55 percent
compared with 53 percent and 56 percent, respectively. However, as a share of
net sales, COGS fluctuated on a declining trend from 76 percent to 75 percent
and GSA remained approximately 18 percent. Between 1983 and 1985, producer
prices for gemstone jewelry rose nearly 3 percent.

On the basis of four questionnaire responses for compone
gemstone jewelry operations, the overall increase resulted pri
increases in other factory costs and inventory changes which 4
annual rate of 11.1 percent over the period (table 10—7f> As(a of
total COGS, other factory costs rose from 27 percent in

of COGS for

Table 10-7 ' ; \
Components of costs of goods sold by 4 U.S. producers of gemstone jewelry, accounting years \1982-86

Item ;ﬁg 1963 \\ngifgzé§;§§> 1986 1/

Use or resale of imported product
1,000 dollars..
Domestic raw materials.......ccceeceee
Direct 1abOF...ccceeirececccccnnnnes .
Other factory costs and inventory

ChaNgeS...cccvercencrccccrcccnccanne
Cost of goods SO1d..c.cccevecccnacanes C

Net sales...ccccceeeennencccccccccncns
As a share of cost of goods sold:

o
-t
5
-
g
3
.
.
.
.
.
.
.
.
.
.
.
.
LI I I |

As a share of net sales: .
Cost of goods $O0......... . . 69. 67.0 64.4 -
Domestic 7;22.“ dd. /.. & 6 33.8 3.1 -

1/ Not avail

stionnaires of the U.S. International Trade Commission.

s€ or resale imported products showed the only decline as it
ed at “4n annual rate of 2.0 percent per year and, as a share of total

S, they dropped over the period from 2.7 percent in 1982 to 2.1 percent in
~oRaw materials accounted for the largest share of total costs as it
dropped from 56 percent in 1982 to 50 percent in 1984. Cost of materials then
rose to 51 percent in 1985.

Other expenses, consisting chiefly of interest expense, averaged $538,000
during 1982-85, and amounted to less than 3 percent of sales over all 4
years. During 1982-85, U.S. producers reported other expenses which ranged
between $434,000 and $653,000. Pretax net-income margins followed the same
trend as the operating income margins.

Cash-flow from operations increased from a loss in 1982 to $957,000 in
1983 and continued to increase to $2.2 million in 1985, an increase of 10-8



10-9

125.4 percent from 1983 to 1985. Adjusted for inflation, cash-flow showed a
gain of 118.4 percent.

Since questionnaire respondents reporting financial results showed
significantly greater gains in net sales than the industry as a whole showed
in shipments--by 24.8 percent per year to 5.9 percent per year--net income and
cash-flow as summarized here for these firms may also show better-than-
industry-average results.

10.4. Capital expenditures

Thirty-one questionnaire respondents provided us
producers' capital expendltures in connection with
presented in table 10-8

Table 10-8
Capital expenditures by 31 U.S. producers of jewelry, 1982-86
<§§§§§9te of total Change,
pital expen- 1986
;ggi\ ditures-- from
Capital expenditures 1982 19 1985 1982 1986 1982
- R ——— \deliars [N Percent———————

Land and land
improvements...
Building and leas

\%
Environmental control Q§;é§
purposes...... @ 19% 368 1.0 3.3 360.0

31 66 6 323 632 1.6 5.7 382.4

hold improvemen 0 7 1,013 2,512 13.6 22.7 126.7

Machinery, €gquipmen
and fixfufes..,..... +376 Q§§§§5 ,718 8,655 7,021 78.2 63.5 10.1
Other..... ceee 4 341 355 530 5.6 4.8 15.7
: \62837 8,604 10,871 11,063 100.0 100.0 35.7

3.1 2.5 2.7 3.4 3.1 - - -

1/ \The ratio was calculated using the net sales of the 31 respondents to Commission
questignnaires to producers that provided usable data on capital expenses.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.

Total capital expenditures reported by U.S. precious jewelry producers
decreased from $8 million in 1982 to $7 million in 1983 and then increased
annually to $11 million in 1986. Capital expenditures averaged 3 percent of
net sales annually during 1982-86. In comparison, capital expenditures by
large manufacturing companies dropped from $101 billion in 1981 to $76 billion
in 1983. Since then, they have risen by 32 percent to $100 billion in 10-9
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1985. 1/ As a share of net sales, such expenditures were estimated to average
4.3 percent during 1981-85.

The largest increase during the period was in expenditures for land and
land improvements, which rose 382.4 percent and amounted to $632,000 in 1986.
. Expenditures for environmental control purposes increased from $80,000 in 1982
to $525,000 in 1985 and then fell to $368,00 in 1986. Expenditures on
machinery, equipment, and fixtures, which accounted for the greatest share of
total capital expenditures, fell from $6.4 million in 1982 to $ million in
1983 and then rose to $.87 million in 1985. Such expenditures then fell to
$7.0 million in 1986. In comparison, total purchases of equ
structures by manufacturing establishments declined 22 pergen en >1981
and 1983 and then increased 27 percent to $82 billion.in these

EPA) sued

These regulations
ies in order to
remove hazardous byproducts of their operation deadline for compliance
with these effluent standards was set fer mid These lations
generally impact precious jewelry producers because most i jewelry is
finished with a thin plating.

In July 1983, the Environmental Protection Agenc
regulations governing effluent limits for eleet

According to respondents of n qﬁéstion gziibcapital
expenditures were primarily for w etreatme rfication systems to

meet EPA and State and local s r
compliance with the EPA regulatjo

pollution equipment, inclu d

Safety and Health Administ! ),

the workplace. géggfzgi

equipment includi .
Q

: glscharge to be in

>r
{tyrés were made on air

3 61, to meet Occupational
or’ governmental standards for
ere reportedly made on

appli¢ation of computer technology in design and manufacturing. Of
expenditures for precious jewelry, those related to precious-metal products
accounted for the greatest value; however, those related to gemstone products
showed the greatest increase. Expenditures related to precious-metal products
rose at an annual rate of 5.5 percent over the period, whereas those related
to gemstone products increased at an annual rate of 8.3 percent. The
expenditures on precious-metal products reportedly included those spent on the
development of designs, lighter weight products, and new metal alloys. Most

1/ 1987 Statistical Abstract of the United States. 10-10
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Table 10-9
Research and development expenses by 14 U.S. producers of precious jewelry, 1982-86

Average
Percentage Percentage annual
: change, change, change,
Research and 1985 from 1986 from 1986 from
development expenses 1982 1983 1984 1985 1986 1982 l§§§\ 1982
---------- —1,000 dollars--———————o
Overall operations... 1,615 1,694 1,961 1,920 2,105 18.9 < .6 .9
Precious jewelry: '
Of precious metal.. 1,419 1,473 1,685 1,584 1,759 mn 5.5
Of gemstones....... 451 526 541 596 621 2. 4.2 8.3
Total............ 3,485 3,693 4,187 4,100 4,485 17.6 .4 6.5

Ratio of research and
development to net

sales 1/..percent.. 2.1 2.2 2.1 2.1 q:j\\\ - - -
/46§§\

1/ The ratios were calculated using the net sales of\the 14 respondents £ Commission
questionnaires to producers that provided usabl esearch and expenses.
Source: Compiled from data submitted in r ns qu égghnaire f the—U.S. International
Trade Commission.

@
of the expenditures on g y 7§§%§§§§Q¢ edly related to the

development of new
sales for the S5-year period and
th an industry composite for all

of 2.7 percent. 1/ Total R&D funded by
' uigfsp by 28 percent. 2/ According to
;§§ es were reportedly related to the

gies which would improve quality and reduce
ere on the development of new products,
e’ designs, materials testing, utility and water
oduction. '

R&D expenses
were 2.0 perce i

1/ Business Week, Jan. 23, 1986, p. 150. | — T0-TT
2/ 1987 Statistical Abstract of the United States.
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Chapter 11. The Competitive Outlook for the U.S. Industry

The U.S. industry producing precious jewelry is one of the largest in the
world. During 1982-86, as economic conditions in various countries changed,
imports of precious jewelry by most developed nations declined, but U.S.
imports increased. Although Italy continues to be the dominant supplier of
precious jewelry to world markets, and exports from most other developed
nations have declined, developing nations are becoming significant exporters.
Most developing nations' precious jewelry industries special production in
one material or product, generally either gemstone-set article
precious-metal chain. The bulk of Italian exports are in

primarily gold products. Exports from most other deve except
Japan, are mixed.
The expansion in the world trade in preci jewe has>increased

competition among domestic producers for the decli market share, as
well as international competition between domestic foreign producers for
foreign and third-country markets. Since y products are

functionally homogeneous, microeconomic t ory holds that profit-seeking
firms, after taking into account quality, des fashio nd availability,
will purchase products from the lowe : er. e , since most of
the value of precious jewelry is accou by ma I1s\that are
internationally traded, a country’ : itiveness so be affected by
the extent to which an indust : ﬁhese i nally traded

materials, the amount of local e<added, and other)nonprice factors, such
ill also be affected by
ly impact the price of
1€ relative price of
which all of these factors
ltimately determines the outlook
gn markets.

In 1986, when gold prices rose 16 percent, consumption of all precious
ewelry increased by only 4 percent. Primarily owing to foreign cost
advantages, and price-sensitive domestic consumers, U.S. imports significantly
outgrew U.S. producers' shipments over the period. U.S. imports of _
precious-metal jewelry grew 21.8 percent per year compared with a 5.l1-percent
growth in U.S. shipments; imports of gemstone jewelry grew 36.5 percent per
year compared with a 3.3-percent growth in U.S. shipments.

It appears as though the U.S. industry conceded some of the domestic
market to imported products, primarily precious metals. In the chain segment
of the market, there is some evidence of an increasing consumer preference for
lower priced imported chain as shown by an increase in the import-penetration
ratio from about 64 percent to about 69 percent over the period. With ngspect
to gemstone products, an ironic picture develops. U.S. producers apparently
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anticipated the growth in demand for products incorporating medium to large
stones as they increased shipments through 1985. This production was labor
intensive, but relied on highly skilled labor that was not generally available
in low-wage rate countries. When, in 1986, the market demand switched to
products with smaller stones with an even greater labor content, imports
replaced domestic products in the market. Supporting this growth were the
efforts of a number of raw material suppliers to upgrade their industries to
producing finished products. Thailand is a prime example of a cou
shifting from a supplier of raw and cut gemstones to finished jewelr
refocusing workforce skills. This trend appears to be growi
any unanticipated changes, may significantly affect the cou
industry in the U.S. market.

The primary materials used in producing preciou
diamonds. Although each of these materials are internat

production levels, and exports of those countries e \producti is heavily
concentrated in precious-metal products. degre which dustry
depends on gold in production directly affects its competitiveness.\ For
example, the Italian precious jewelry in the largir\\\ sumer of gold
for jewelry in the world, and an estimat er¢ent oorts are made
of precious metals. As its exports i ts {show, the\re ve success of
the industry is inversely correlated-wi rice see~p. 7-7). However,

4$:an average of

l price volatility has

ry's dependence on gold
i precious-metal production
i e U.S. industry is less
wever, 70 percent of the U.S.

rogducts. The difference in this
ich 88 percent are made of

62 percent of shipments are e of cioys metal
less of an impact. The relatj
as an input material and t
appears to be crucia
dependent on gold t
market is accounted
supply must th
precious met

2’ not unique to the domestic market. The
gn markets depends on the composition of
, 48 percent of U.S. exports are made of

ed/ primarily because of the dominance of Italian products. Conversely,
and is for high-labor-content gemstone products, the U.S. industry
e stiff competition from products of developing nations which have
lower labor rates and often receive preferential duty treatment.

Domestically, evidence concerning the effect of these interactions on the
industry indicates that U.S. producers must control rising production costs in
order to remain competitive. According to questionnaire responses,
domestically produced products were favored by a 3-to-2 margin in all factors,
except price and product design. Domestic products were most heavily favored
in marketing factors; however, overall perceived advantages were also
significant. As responses to Commission questionnaires indicated, by a 2-to-1
margin, foreign-produced precious jewelry was generally lower priced.
However, since raw materials are internationally traded, factors other than

11-2
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raw materials contributed to this advantage. Foremost among these factors is
the relatively lower cost of labor--an average of over two-thirds of
questionnaire respondents indicated foreign producers held this advantage.

The result of the U.S. industries' concession of part of the U.S. chain market
to Italy appears to be some decline in employment of production workers
throughout the U.S. industry. However, the productivity of the remaining
workers increased significantly over the period and wages rose ¢omparably.
Foreign cost advantages apparently outweigh any nonprice competi e factors

that most questionnaire respondents indicated favored the U.S. i For
some countries, particularly Italy, lower costs may also @su
relatively higher capital-intensive type of production.

During the course of this study, U.S. retailer ssexted n
general, U.S. consumers are highly price sensitiv respect precious

jewelry because they purchase the "look" of the piece, ther\than the value
it contains. This is contradictory to what wa

specific effort to produce products for export

(within established tolerance limits) an

to value, an effort that heretofore ha e less than i
:@

relatively lower karatage items. This also rey “ U.S. producers to make a

'ngérnati

Other potential problems aff de of jewelry

arise out of the lack of universal ndards a rminology.
Additional costs lace exporters/becs Q;k nqglonal product
standards and marking requireme most Mapkets require some type
of marking, specific requir : ge : \ferent. Therefore,
unbiased enforcement of ¥: i itical to the successful
penetration of a market ('\ forcement is reportedly

subjective and of a arriex o trade.

11-3
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WILLIAM DIEFENDERFER, CHIEF OF STAFF
MICHAEL STERAN. MINORITY STAFF DIRECTOR

The Honorable Paula Stern

<&
Chairwoman
U.S. International Trade Commission
701 E Street, N.W.
Washington, D.C. 20436

Dear Madam Chairwoman:

The Senate Committee on Finance
States International Trade Co sion
under Section 332 of the Tariff
position of imported jewelry

The Commission's invesfd i sist of two
consecutive reports whi i jitions of competition
that have affected both vy’ and precious metal
jewelry (including pyrecd egments of the U.S.
jewelry industry. 1d cover costume
jewelry of bas he following TSUSA
Items: 740.3 8, 740.50, 740.60, 740.75,
740.80, and Zeport should cover precious
j aSSlfled 1n the follow1ng

rts in this investigation should
ossible, information with respect to

An analysis” of the key economic factors in the U.S.
market including U.S. production, trade, consumption
inventories and other relevant factors.

e An analysis of the conditions of competition in the
U.S. market between domestic and imported products
including factors such as price, quallty, design and
marketing techniques.

e The levels and trends in empldoyment of U.S. jewelry
industry. -
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Honorable Paula Stern
Page 2
November 26, 1985

e Discuss U.S. and foreign government standards and
regulations as to the country of origin d precious
metal content marking of jewelry including\customs

procedures for enforcing such standards a egulations,
as available. : S
The final report on costume jewelr b ransmitted
n
re

to the Committee on Finance not later s afrter
receipt of this request and the repo iou¥ metal
jewelry (including chain) as soon as ereafter.

e
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3272 Federal Regisler / Vol 51, No. 16 [ Friday, Januacy 24, 1066 [ Notices
{332-222)

Import Investigation; U.S. Jeweiry
Industry; Competitive Assessment

AGENCY: United Stutes [atecnutional
Trade Commission.

ACTION: Institution of investigativn.

SUMMARY: At the request of the
Committee on Finance, United Stales
Senate, the Cormission has instituted
investigation No. 332-222 under sectiva
332(g) of the Tariff Act of 1930 (19 U.S.C.
1332(g)), for the purpose of assessing the
conditions of competition affecting U.S:
producers of jewelry.
EFFECTIVE DATE: January 8, 198b.
FOR FURTHER INFORMATION CONTACT:
Brian E. Garbecki (202-724-1731) or
Mark Estes (202-724-0977), General
Maaufactures Division, U.S.
latecnational Trade Commissiua,
Washington, D.C. 20436.
SUPPLEMENTAL: The Commission
investigation will examine the U.S.
jewelry industry, analyze key cconouiic
forces in the U.S. jewelry macket and
assess the factors of competition in the
U.S. market between domestic and
foreign products. There will be two
consecutive reports issued. The first
repurt will cover the costume jewelry
segment cf the U.S. industry and is to L.e
transmitted to the Committee on
Finance not later than October 6, 1966.
The szcond report will cover the
precious metal jewelry segfnent of the
U.S. jewelry industry and is to b
trunsmitted to the Committee
Finance not later than Septem
1987.

The request specified

the key econo
market inclu
censumption j

mic f3

an analysis of the levels
and treadsiq employment of U.S.
jewelry industsy: and (4) a discussioi of
U.S. and foreign government standards
and regulations as to the country origin
and precious metal content marking of
jewelry including customs procedures
for eniurcing such standards and
regulations, as available.

Written submissions: Interested
persons are invited to submit written
stutements concerning the investigation.
Writtea statements concerning the
costume jeivelry report should be
received by May 9, 1986, and those
cuacerning the precious metal jewelry

* report shoald Le received by February
27, 1987. Commercial or financiul
information which a submitter desites
the Commission to treat as confidential
must be submitted on separate sheets of
puper, each cleurly marked
“Confidential Business Informativa” at
the top. All submissions requesting
confideatial treatment must conform
with the requirements of § 201.6 of the
Commission's rules of practice and
procedure (19 CFR 201.6). All written
submissions, except for confideatial
business information, will be made
availuble for inspection by interested
persuns. All submissions shculd be .
addressed to the Secretary at the
Commission’s Otfice in Washingtun,
D.C.

Heuring-impaired individuals ar
advised that information on this matier
can be obtained by contactingour TDD
tecrninal on {202) 724-0002.

Issued: Jaauary 15, 14886.

By order of the Commission.

Keaneth R. Mason,
Secratury.

[FR Duc. 85=1353 Filpdt<23Nd;
BILLING CODE 7326-3 ’(>
AN

(§ aRQ ]S
\ % onnection with

pinstitution of final

hitdy g investigations Nos. 731~
.Q\\T}\ through 274 (Final) under

bbn 735(L) of the Tariff Act of 1930
9 U.S.C. 1673d(b)) to determine

is materially injured, or is threatened
with material injury, or the
establishrient of an industry in the
United States is materially retarded, by
reason of imports of the following
welded carbon steel pipes and tubes.
which have been found by the
Department of Commerce, in

preliminary determinations, to be sold in

the United States at less than {air value
(LTEV):

Standurd pipes and tubes ¢ from ladia (inv.
No. 731-TA-271 (Flnal));

! Fur purposes of these investigativas, the terin
*standucd pipes and tubes” covers welded carbou
steel pipes and tubes of cicculac crass sectiva, 0.375

eCommission hereby gives

whether an industry in the United States

Line pipes und tubes 3 from Taiwan (isv. No.
731-TA-272 {Firal)):

Standard and line pipes aud tubes frum
Turkey (inv. No. 731-TA-273 (Final)): aud

Standard pipes and tubes from Yugoslavia
(inv. No. 731-TA-274 (Flnal)).

Unless the investigations are
eatended, Commerce will make its final
LTFV deteeminations on or before
March 10, 1986, and the Commission sitl
make its fipal injury determinations by
April 29, 19 i
concerniag pi
Taiwan: Xpri

86, for the
ing pipes and
gosiavia: and

ucts from Turkey

uct ol these investigations, hearing
ures, and rules of general.
application, consult the Commission's
rules of practice and procedure. part 207,

stigation concerning pipes and
sfrom Taiwan is December 30, 19565.
eifective dates for the investigativns

Qeoncerning pipes and tubes from Indiu

and Yugoslavia is December 31, 1985,
ard the effective date for the
investigation conceming the products
from Turkey is Jenuary 3, 1986.

FOR FURTHER INFCRMATION CONTACT:
Abigail Eltzroth (202-523-0269), Office
of Investigatioas, U.S. International
Trade Commissioa, 701 E Street NW..
Washington, DC 20436. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the
Commission’s TDD terminal on 262-724-
0002. Information may also be obtained
via electronic mail by accessing the
Office of Investigations’ remete bulletia
board system for persoral computers al
202-523-0103.

SUFPLEMENTARY {NFORMATIGN:
Buckground.—These investigationus
are Leing instituted as a result of
affirmative preliminary determinations
by the Department of Commerce that

inch or taure but aot over 16 inches in vulside
dianmeter. peovided for in items 610.3231. 610.3234.
610.3241, 610.3242, 610.3243, 610.3252. 610.3254, -
610.3256, 610.3258, and 610.4925 of the Tariff
Schedules of the Uaited States Annotated (TSUSA).

2 Fur purposes of these invesligations. the term
“line pipes and tubes” covers welded carbon steel
pipes and tubes of circular cross sectioa, with walls
uot thinner than 0.065 inch, 0.375 inch or more but
aut over 16 inches in outside diameter, confueining
to APl specilicationg foe line pipe. provided fura
items 610.3208 and 610.3204 of the TSUSA.
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Because of the limited and incomplete nature of available data on the
U.S. precious jewelry industry, the Commission found it necessary to employ
statistical sampling techniques in order to obtain information requested by
the Senate Finance Committee. Questionnaires were developed to generate
statistical data on product mix and production materials and sent to
representative U.S. producers, importers, and purchasers of precious jewelry.
Information was received, verified, and processed such that determining the
identification of an individual firm would not be possible in the public

report. A complete explanation of the survey design and methodo follows.
The following tabulation shows the estimated total fizgs ( the
most currently available data), the number of firms surveyed, t

response rate, and the actual response rate:

d
Producers te§§§§§§;§grchasers
Estimated total firms............. 1,417 6,017 131
200
80
1

Number to be surveyed............. 120 30
Expected response rate............ 90 90
Actual response rate.......oo0000. 72 90

The universe of producers was deri the membe eﬁ&f ist of the
Manufacturing Jewelers and Silversm erics (MJ ented with
other known jewelry manufacturers o i from this asxsac on's prospective

gest i aire was derived
items covered by

membership file. The universe fo
from the U.S. Customs Service Net

P

the Commission's investigatiop;—c = ober 1984-September
1985. 3 =¢)by combining ACCENT
(January 1986 issue) maga 8 Xi ewelry's>Top 100 Retailers" of
jewelry and watches, S hasers compiled by the MJSA.
Stratified random s i ensiire that the sample was

representative
especially on

¥e overall respondent burden,

'ﬁborters', and purchasers'
atified random sample based upon the

‘§>\§ ge of imports, and sales (or purchase) revenue
\\a$.: ively. The number and placement of strata
‘\.xlx)iance within strata, using the cum-square root

dom sample was drawn from each stratum, permitting
0jection to the universe. Sample sizes were chosen to ensure an
of estimation of totals to within approximately + 10 percent at the
confidence level.

> the produg

Responde
ire ¢ selected «\\

questionpnas
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Strata, basis of stratification, strata size, and number of firms to be
sampled within each stratum are summarized below:

Producers
- Stratum Stratum No. to be
~ (No. of employees) size surveyed
© 1800 to 110 86

100 to 56 ‘ 164
55 to 1 1,167

<&
Total 1,417 X
ol gk ' Importers &
Stratum tratum No. to be
1,000) surveyed
58,001.7 to 2,349.3
2,315.4 to 580.4 : .

578.0 to 0.3 5,682

6,017

Total:

tum No. to be
surveyed

10
13

3
_A
30

“'ff??d by the MJSA; excluding those already
nagazine top 100.

Th€ Commission surveyed a stratified sample of the entire relevant

niverse of producers and importers. However, results for purchasers will be
;hf esentative only of the larger firms in the industry because of the method
of selecting purchasers for the sample (see p. C-2). The questionnaire
responses were reviewed by Commission staff for accuracy. Since some
responses were either not usable, or inapplicable, and because of incomplete
information on the actual composition of producer and importer groups, our
effective sample size was smaller than expected. No adjustments were made to
account for the discrepancy between actual and expected response rates because
response rates were not substantially different across strata. The following
tabulation presents the usable response rate by type of questionnaire:

C-3
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Producers Importers Purchagers

Applicable questionnaires.. 87 149 30
Questionnaires with
usable information..... .. 63 120 27

Usable response rate 1/
percent.. 72 81 90

1/ Usable response rate is defined as the number of questionnaires
returned with usable information as a percent of total appiicable

questionnaires. X
tion

Data collected in the financial sections of theq re'were also
sufficient to project industry totals within acceptable confidente intervals.

confidence intervals. They were, however, judged e illustrative of trends
within the industry because responses cov ! : percentage
of the total.

Responses were sufficient to estime ARE 22 ta for U.S.

producers' shipments of precious je Our
Qgizgsih)
1,771,748

estimates are as follows:
1,155,080

1,922,389
1,238,999
2,218,506
1,236,429
2,111,598
1,370,799
2,160,414
1,315,476

C-4
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Over the last 10 years, the worldwide development of the jewelry industry
has become increasingly interrelated with market factors which, prior to that,
were not as important. Since raw materials account for approximately
two-thirds of the total cost of precious jewelry, it follows that any changes
that affect the cost of these materials similarly affect the jewelry
industry. The most obvious changes have occurred in the worldwide market for
gold. As figures D-1 and D-2 show, monthly changes in the price of platinum
and karat gold jewelry during 1978-81 closely followed the changes in the
"~ dollar price of gold. However, as jewelry manufacturers adjust
operations to account for higher and more volatile gold prices during 1982-86,

producer prices for karat gold and platinum jewelry were(%ﬁss depe The
. following section discusses the development of the relativhship bet major
raw material industries and precious jewelry, and the impli io0
manufacturing.

D.1. Precious metals

Precious metal is the major material useg\ i he production of precious

jewelry. Virtually every piece contains, to sv g ee, an . amount of
precious metal, usually gold. On average, indust source te that
precious metal accounts for between 70 an perc of value of a

e
metals used. Gold has become the ul becaus fi\its color,
malleability, tarnish resistant rela rarity. Since gold
accounts for the bulk of precious metal ed j eiry manufacturing, this
section will concentrate on onship we he gold and

finished-jewelry industries
d §;§§§9 , and demand for, gold depends
rs. On the supply side,

r
i clude production levels,

onmarket economies (NME's); South African

R\ production, and their foreign exchange and

1
;;éﬁ and sales by other countries. On the

finished precious-metal article. Of a e\metals tha @ nsidered
precious, gold, silver, and to a lesgse el plati are )the primary

Economic rela

ton, interest rates, unemployment, exchange
Noneconomic factors affecting the industry
} climate worldwide and specific conditions in

Supply.--The principal sources of gold are new mine production and
ecovery. According to Consolidated Gold Fields (CGF), new mine
production in the market economies accounted for an average of almost

90 percent of total gold supplied to the private sector during 1982-86

(table D-1). Trade with NME's was substantial in all but 1983, and official
transactions 1/ also affected the supply of new gold to the private sector.
The official sector was a net purchaser of gold through 1982, a net seller of
gold in 1983-84, and a net purchaser again in 1985-86. CGF attributed the net
selling period to the debt crisis in many developing countries. By reducing

1/ Official transactions include those made by central banks and
Government-controlled investment institutionms.



Figure D-1 p-3
Precious-metal jewelry and gold: Average monthly market
and producer prices, indexed, 1978-81

January 1982=100

Dec 78 Jun 79 Dec 79

Precious-metal jewelry d: Average monthly market
and preduc riges, 1 , 1982-86

- Precious-net Q
Figure D- ééﬁgéggﬁé
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Table D-1
New_gold supply to the market economy private sector, 1982-86

(Metric tons)

Market economy Net trade with Net official

country mine nonmarket sales or Total new gold
.Year production economies purchases (-) supply
1982... 1,028 203 -85 1,146
1983... 1,115 93 142
‘1984... 1,160 205 : 85
1985... 1,233 210 -135
1986... 1,281 402 -181

Source: Gold 1987, Consolidated Gold Fields.

their reserves, these countries were able to raise
debt while rescheduling that part of the debt the

Although this problem is not resolved, CGF orted
rebuilding reserves in 1985.

According to the latest avail

could not meet.
E \many eduntries began

a qg the Y-S eau of Mines,
the largest producer of gold in the w 5 g —for 45 percent
of the total production, was South Astabl [ldstrates, no other
country was even close to the amou rod e(@é@&mtﬂx Africa. The
distant second and third leading ere the U .R. and Canada,
accounting for 18 percent and 6 to production,
respectively. The United S

28V Wa argest producer, just behind
Canada. “i." <§Z§B> ‘
Table D-2 :
World gold mi roducti co . 81-85
3%‘ RN

&

NN\ Y Change,

Share 1985

<E§§if§§§§\ of total from

Country "\ 1983\ 82 1983 1984 1985 1985 1981
<\\/> \\\x//fi ————— >--(1,000 troy ounces) Percent———-

ica........ 21,121 21,355 21,847 21,907 21,566 44.7 2.1

......... 8,425 8,550 8,600 8,650 8,700 18.0 3.3

ceeeenas 1,673 2,081 2,363 2,638 2,747 5.7 64.2

United States....... 1,379 1,466 2,003 2,085 2,475 5.1 79.5

Brazil........... e 1,200 1,500 1,750 1,750 2,000 4.2 66.7

China......... ceeaen 1,700 1,800 1,850 1,900 1,950 4.0 14.7

Australia........... 591 867 984 1,257 1,833 3.8 210.2

Philippines........ . 758 834 817 787 810 1.7 6.9

Chile.......ocvvuune 400 543 571 541 554 1.2 38.5

Zimbabwe............ 371 426 453 478 480 1.0 29.4

All Other........... 3,633 3,705 3,758 4,415 5,102 10.6 40.4

Total........... 41,251 43,127 44,996 46,408 48,217 100.0 16.9

Source: Bureau of Mines Mineral Yearbook, 1985, U.S. Department of the
Interior.



D-5

Secondary sources of gold include old scrap and process scrap. Old
scrap includes gold recovered from jewelry and other industrial products that
have been produced, used, and discarded. Process scrap is that which is
residual from the normal manufacturing process. These two types of scrap are
differentiated because process scrap does not add to the net new supply of
gold available. The supply of old scrap is reportedly dependent on a
combination of factors, including national economic conditions, the price of
gold, and social or cultural traditions. The most important factor that
influences the amount of old scrap recovered is the price o old. A high
local price of gold entices the public to sell back old ite whereas a low
price suggests a holding position hoping for a price increase the future.

S

y economy
generates greater purchasing power for finished g old gold scrap,

of old scrap being refined. Jewelry products are reportedly the largest
source of old scrap as consumers trade in items for new, or to reap a
profit. Table D-3 illustrates the relatiox =

and the supply of gold.

The trend in old scrap recovery \followed t| tern of the gold
price during 1982-84. However : €conomj litical problems
and deteriorating exchange rate i dle E te ountries drove local
gold prices higher, old scrap ’ less of the price

: ed i ‘©1d scrap recovery in most

<§;§§§9 ling in 1986 was the result of
vely high price and selling part
uce their level of debt. Further,
S is partly explained by their
refore, the increase in scrap recovery
986 resulted from, in part, rising gold

les
?Ehfgult of lower o0il prices, and tradition.

s’of gold are listed in table D-5. The value of
. 982-86 more than tripled from 4.7 million troy
:j 2 19 IS N ~'1 ion troy ounces in 1986. Canada, the leading U.S.

<1rd leadlng suppliers, accounting for 3.8 million troy ounces and 1.1

ion troy ounces, respectively. It should be noted that the country of
origin of gold is very difficult to determine and, although the countries
listed were the major U.S. suppliers, they are not necessarily major producing
nations, rather major trading or refining nations.

Demand.--As previously mentioned, demand for gold stems from three
general sectors: industrial consumption, speculative investment, and official
transactions. Major industrial consumers include the jewelry and electronics
industries. Investor demand stems from the relationship between the value of
gold and paper assets such as stocks, bonds, and currencies. Offical
transactions stem from most governments use of gold for official reserves or
coinage. D-5



Table D-3
Gold:
supply, 1982-86

D-6

Relationship between the price of gold and the componentsof total

Ratio of old

Country

984 1985 1986 1982 1986 1982

Average annual New gold Net old scrap Total gold scrap to
ear ice old 1/ su recovery supply total
U.S. dollars  --------=---- Metric tong------------- Percent
1982... 375.91 1,146 237
1983... 424.00 1,350 289
1984... 360.66 1,450 284
1985... 317.66 1,308 299
1986... 368.24 1,502 465
Index 1982=1
1982... 100.0 100.0 100.0 10 100.0
1983... 112.8 117.8 122.0 118. 105.9
1984.,.. 96.0 126.5 119.9 125.4 94,2
1985... 84.5 114.1 126 116. 111.8
1986... 98.0 131.1 196. 142 141.2
(N
1/ Englehand Industries quotations <;;> S \\\>
Source: Gold 1987, Consolidated Gc Ri exc§§§i§§In§¥ed.
1‘ i:: S
Table D-4 <:> ii ﬁ
Supply of scrap, 1982—86<§i
) 653\\
Q§2?) Change,
Share of 1986
total from
1982 %

000000

----------------

ooooooooooooo

8
<

10 19 99 3.4 21.3 1,137.5

50 50 58 20.3 12.5 20.8

0 33 40 - 40 9.7 8.6 73.9
40 38 38 40 18.6 8.6 -9.1
5 5 40 2.1 8.6 700.0

6 22 32 3.0 6.9 357.1

0 (0] 0 24 0 5.2 -
2 3 14 8 3.0 600.0

5 15 13 0 2.8 -

10 13 15 8 4.2 1.7 -20.0
122 92 97 38.0 20.9 7.8

284 299 465 100.0 100.0 96.2

Source:

Gold 1987, Consolidated Gold Fields.



Table D-5

Gold, excluding gold leaf: U.S. imports for consumption,by principal sources,
1982-86

Source 1982 1983 1984 1985 1986

Canada.....cooeeeveeene 2,972 6,593
Switzerland............ 286 3,844
United Kingdom......... 53 1,090
Belgium.....coo00veueee 11 1,005
Uruguay....ccooeeeeeeese 398 762
Soviet Union........... 12 454
West Germany........... 17 301
Dominican Republic..... 142 297
Brazil......coonvnnnnnn 120 246
Chile.....civvvernnnens 128 269 237 232
All other..........v.u. 608 5 (R\\\ 743\ 5715 908

Total.....ovvvvennnns 4,746 ) 8,194 15,732

Canada...........c0000 1,552,100 2,440,034

Switzerland............ 112,537 1,343,126
United Kingdom......... 32,954 131,649 383,695
Belgium......oo00vueens 16,185 56,814 342,004
Uruguay....... 397,488 407,608 328,349
Soviet Union..... 1,561 1,773 155,049
West Germany.... 8,675 10,381 107,011
Dominican Republ 146,131 113,490 105,763
Brazil 47,742 44,309 89,422
91,663 76,975 82,899

259,916 177,216 305,046

1,884,018 2,880,295 2,685,852 5,682,398

(Unit value per troy ounce)

$374.97 $433.57 $372.45 $321.55 $370.09

e aee 403.98 438.33 378.09 323.38 349.41

oo 356.24 416.40 366 .28 319.54 352.01

ceeenn 414.00 456 .30 385.36 312.16 340.30

: ceeen 424 .44 440.56 420.18 377.42 430.90
Soviet Union........... 340.07 422.61 390.22 354.51 341.52
West Germany........... 351.06 532.94 394.33 314.57 355.52
Dominican Republic..... 367.66 424,27 365.33 318.79 356.11
Brazil.......cov0euenne 420.93 536.25 341.01 328.21 363.51
Chile.......ovvuvvnenns 357.27 440.07 340.75 324.79 357.32
All other..... e 402.59 409.27 349.82 308.20 335.95
Average..... teeeseens 384.65 432.31 373.97 327.78 361.20

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

D-7
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As shown in table D-6, CGF estimates that gold used in jewelry
accounted for an average of 71 percent of worldwide gold used in industrial
production during 1982-86. Although the amount of gold used in jewelry

Table D-6
Gross gold used in industrial production, 1982-86
Change,
Shace of 1986
/xaga from
Use 1982 1983 1984 1985 1986 ( (198 1982
----------- Metric tons—---—---é< v ent—--—-
Jewelry: <§§Q§§>
Developed countries........ 456 419 474 3 5 .8 20.2
Developing countries....... 436 392 578 592 549~> 33.0 25.9
Total jewelry............ 892 811 1,05 1,126 1{337 65.8 23.0
(Jewelry percent of

total) (71) (67) ( 7) (66)
Official coins........evvuuns 131 16 131 5 3 19.6 149.6
Other industrial..... e 58 53 4 .4 -1.7
Electronics........... Ceeeaan 7.4 39.3
Dentistry.....vvvvevvnenens . 3.1 -16.4
Medals and coins............. 22 .1 —45.4
Total.......on00eveveeeees 1,25 100.0 33.1
New gold used in jewelry
production..........ovvuuns - 13.1

Ratio of new gold to total
used in jewelry....Z?;:3...

Source:

increaseg arriod, gold used in all other industrial
applicat t, largely the result of gold being used in
offi in the amount of gold used in industry in

198 ¢ price of gold which dampened worldwide

consume - v j . The increase in the use of gold in

other industrial applications was the direct result of a large increase in
gold used for official coinage in Japan in 1986. Although the dollar price of

gold increased, the weakening of the dollar vis-a-vis other currencies
improved economic prosperity in major foreign markets and contributed to an
increase in gold jewelry production in those markets that support domestic
demand. However, the falling dollar significantly affected exports of gold
jewelry from major producing nations that are heavily dependent on exports
(primarily Italy). 1In the United States, as imports from those nations rose
to a lesser degree, domestic manufacturers faced with higher gold prices
continued to lose market share. Developing countries became the largest
consumers of gold for jewelry in 1984. Although the amount of gold consumed
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for jewelry in developed countries rose by 20 percent during 1982-86, that
consumed in developing countries rose by 26 percent. Consumption of gold for
jewelry in developing countries decreased significantly in 1986 largely as a
result of increasing gold prices and falling currency values which are linked
to the dollar, compounding the price increases.

The largest fabricator of gold into jewelry in 1986, according to
CGF, continued to be Italy, as their production and exports closely followed
trends in gold prices (table D—7) Italy s consumption of gold\ for use in

before falling back 6 percent to 222 metrlc tons, accounting -fifth of
the total gold used in jewelry in the world. India bquﬁ-

user in 1982 and has retained that position through 198
consumption accounted for an estimated 146 metric ercent of the
total. The United States was the third largest he\ period and in

Table D-7
Gross gold usage in jewelry, including.scrap

\%hsre of Change,
@ @ total 1986
Country 1684 19&? 1986 from 1982

Percent—--—-
Q>

Italy...oovveennnns et ecanan 222 20.2 8.3
India.....coe0nen .o 146 13.3 35.2
United States.... 93 8.5 29.2
Turkey.....oc00ue . 84 7.7 663.6
Japan........ .o 43 81 7.4 88.4
Saudi Arabia and\ Yemen... .. 44 4.0 69.2
West Germany.... ceeeed e 35 3.2 6.1
Indonesia 28 2.5 0
Egypt... 27 2.5 -27.0
Pakistan 25 2.3 92.3
All 346 325 312 28.4 -1.3

otal N0 VPP ~ 892 811 1,052 1,126 1,097 100.0 23.0

Gold 1987, Consolidated Gold Fields, except as noted.

<<%§%;§Zi\t\\v//hd1ng. ?igé%}é may not add to the totals shown.

According to the latest available data of the U.S. Bureau of Mines,
over 50 percent of gold consumed in the United States is for jewelry and the
arts (table D-8). Of that, 86 percent is karat gold.

Gold prices.--Gold has traditionally been used by governments as the
primary reserve asset. It continued to play a vital role in the operation of
the international monetary system from World War II until 1971. This period
was known as that of the "gold exchange standard" because countries were
willing to hold their international reserves in foreign currencies (primarily
U.S. dollars) that were convertible to gold. The U.S. Government was preEPred
to exchange gold with foreign central banks at a fixed price of $35 per
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Table D-8
U.S. consumption of gold 1/, by end use, 1981-85
Change,
Share of 1985
total _____  from
1981 1982 2/ 1983 2/ 1984 2/ 1985 2/ 1981 1985 1981
---------- 1,000 troy ounceg---- Percent----~--

Gold-filled and

Jewelry and the arts:
Karat gold......... 1,420 1,638 1,410 1,466 1,418 A 5.7 -.1
Fine gold for &
electroplating... 24 17 18 18 27 9 12.5

other.......o000. __286 301 237 225 98 6.4 -30.8
Total jewelry ... 1,730 1,956 1,665 1,709 1,643 53.0 -5.0
Dental.....oovvvennen 314 358 360 394 12.7 25.5
Industrial uses:
Karat gold......... 50 64 44 36 1.2 -28.0
Fine gold for
eleczroplating... 528 389 344 415 326 10.5 -38.3
Gold-filled and
other............ 633 649 @ 628 /ﬂ@ 22.4 9.5
Total indust- \>§;:£>
trial.......... 1,525 1,46 1 {448 ) 46.5 46.8 -5.0
Small items for . <
investment 3/...... 22 N 8 .7 .2 -68.2
0 -5.4

: 7
Total ............. 3,276 33,060 Wa,mo 100.0 100.
N

Gold consumed in f At biggggks<§§§§§§ig§§ not include monetary bullion.

1/
2/ Data may include
3/ Fabricated bars, \ooins
ot<> d to the totals shown.
rbook, 1985

Note.--Due to

, U.S. Department of the Interior.

ege confident that the dollar would retain its
encies and remain convertible to gold. While

3 serves kept growing, the amount of U.S. gold reserves for monetary
purposes began to shrink in 1959. The declining leverage of the gold exchange
standard ombined with a growing U.S. deficit and increasing quantity of
dollars in official reserves, eventually eroded the confidence of foreign
dollar holders. As the price of gold was fixed, and it's production costs
increased, the supply of new gold did not expand sufficiently to meet the
growing demand by the private sector. Simultaneously, dollar investors who
became concerned about maintaining the value of their wealth depleted dollar
holdings and bought gold as a speculative asset.

As a result of these pressures on the gold exchange standard, central
banks in 1968 agreed to stop selling gold to private organizations; however,
they agreed to continue trading it among themselves at $35 per ounce. This
decision effectively severed the private market for gold from the official D-10
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market, and began what was known as the two-tier pricing system. The private
market price for gold became free to follow market supply and demand
pressures, whereas the official price remained at $35 per ounce. The dollar's
gold parity became somewhat artificial.

The price of gold was set on this two-tier system until 1971 when the
U.S. Government discontinued the sale of gold completely. This action cut the
remaining link between the U.S. dollar and gold, forcing foreign governments
to determine the value of their currency against the dollar(in a free-float
exchange system.

The next major step occurred in 1975 when the U.§. G
allow gold trading by individuals again. When the gol
futures market trading in the commodity was formed
market and development of a futures market allow
participants in the market and was the start of’a
the gold and jewelry industries.

Jewelry manufacturers apparently did lly appreciate the pitfalls of
this relationship until 1980. From 1976 tg BO,\ as figure D-3 shows, the
price of gold steadily rose to an average annt peak o roximately $600 in
1980. During this period, manufactur apturin 11 profits from
gold price increases. The rising i gold in tGrn creased the value of
their holdings in inventory and wo progress. % , when the price of
gold began to decline in 1980, urer real% y could lose money as
easily as they could gain it and rfec ized t eed—to hedge against this
loss. _ %Q

rs.- Qg;é}

Effects on jewelry
manufacturers in two
production and
the firm. Sin
a high price f
articles.

i¢e of gold affects jewelry
ce ects the amount of gold used in
th ffects the planning operations of
component of most precious jewelry,

into high retail prices for finished

ng products remain the same, higher
1ld\}ead to a decline in demand. In order for

§>relatively reasonable level, their only

6n, karatage is reduced or the use of substitute materials such as
¢ld filled, increases. The production of hollow goods has become

ceasingly important in Italy, where production levels are heavily dependent
on gold prices. A volatile gold price level also leads to extreme
fluctuations in the value of inventory holdings (raw materials and finished
products), production levels, and corporate asset values. By taking advantage
of financing methods created during the early 1980's, manufacturers also found
they could reduce the impact of gold price volatility on the operations.

Since the linkage between gold and the dollar was severed in 1971,
jewelry manufacturers have had to contend with fluctuating prices. The
combined affect of a fluctuating and volatile gold price has precipitated
changes in the way they operate. In the face of these problems, manufacturers
turned to precious metal dealers, and other major users, for assistancep.in
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reducing the risk associated with fluctuating gold values. Manufacturers
themselves have had to adjust their methods of buying, holding, and using gold
in their operations. 1In addition to the changes in the economics of
manufacturing precious jewelry, changes in the gold market have also caused
changes in the relationship between gold suppliers, manufacturers, retailers,
and consumers.

For the manufacturer, the problem with using gold as an input material is
not so much high price, but the volatility in the price. <The impact of gold
price swings during the late 1970's and early 1980's created uncertainties for

the industrial user. Price swings inhibited jewelry purchases hy consumers
and retailers, which, in turn, affected sales forecaS§ting (ang uction
planning at the manufacturing level. Ldings
fluctuated, and manufacturers that wanted to prote g)from the price
fluctuations by hedging on the futures market f interest costs.

One attempt by manufacturers to meet the probilé : duce the weight of
gold in jewelry items and maintain price points. X ases, manufacturers

nee gold content. The
burden of these methods of trying to hold ¢ 411s on the manufacturer.

cturers use to buy
pduce the risk of
educe financing
B on the spot. The
sre”the pricenis set on the spot for
e/ thi is ough using "options" to
a <limit, usually the spot
rthis to obtain advances of gold
, encompasses a variety of
yed price settlement; i.e., leaving

ate /of shi borrowing the metal and paying for
i th d product with the borrower assuming
i i rangements, where an advance of the
obtained but\ti remains with the lender.

~a§§d?future—type arrangements, a fixed price for
e product over time. A manufacturer can cover

gold. The underlying objective of e
owning the precious metal in a fl !
costs. The first is the traditio
second is through a forward p
delivery of metal on a futupe
buy gold only when the price
price on the date of the

harged for the gold content of the finished product. The cost of these
programs range from 3 percent to 8 percent of the total outstanding balance at
spat prices. If borrowed money was used to buy the gold outright, the total
cost is usually less than the prevailing interest rate. All of these
purchasing methods can significantly affect the inventory levels of a company
and the tax position of both the lender and manufacturer.

D.2. Gemstones 1/

Gemstones include certain natural, cut (excluding industrial diamonds),
and synthetic stones, and possess, to a greater or lesser degree, one or more

1/ The bulk of the information in this section was obtained from vapipus
reports by the Bureau of Mines, U.S. Department of Interior.
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of the following characteristics; rarity, beauty (at least in their cut or
polished form), and durability. They are the raw materials of the lapidary,
or gem-cutting industry, and are primarily used for decorative purposes in
jewelry, art objects, and for exhibits in collections. Low-quality gem stones
may also be used in certain industrial applications such as electrical or
electronic equipment. Although there are almost 150 varieties of gem-quality
stones in existence, diamonds are most commonly used in jewelry (table D-9).
The two grades of diamonds used in jewelry are commercial and investment.
Commercial-grade diamonds are small and are most often used in mass-merchan-
dised jewelry. Investment-grade diamonds are generally one ca or more and
are used in most fashion-oriented, high-priced pieces. Gem-cutting is a
labor-intensive operation that has existed for thousands of ygea
represents a substantial part of the value of finished gégsto g

h ha same
ies as\the natural
ica o the

Synthetic gemstones consist of manmade materia
chemical composition and physical and optical pro
counterparts. These synthetic compositions appear’id
corresponding natural minerals and are principally used

Principal diamond-trading centers jin the are Ant , Bombay, Tel
Aviv, and New York. Antwerp is primarily’an exchange) poi tones of all
nations. Cutting centers have developed in>other major reas with
each specializing in a certain type o ond. In Boml Ipdia, the largest
volume of diamonds by weight is ¢ d d§>prim 1 small stones
averaging less than 20 points each oints equals carat). Tel Aviv

concentrates on medium quality s
and export larger and better qug
center for large stones of
colored gemstones is cent
low-cost labor is a
used in jewelry,

diamond and finis

Y de attempts to cut
1s the primary cutting
Qi:gg ing and polishing of
ong Kong, and Brazil, where

ount for the bulk of gemstones
s the relationship between the

rRet for diamonds is controlled by

the most strictly controlled commodity
\‘ its Central Selling Organization (CSO),

<~r d's supply of rough dlamonds The CSO

and pricing of rough diamonds produced by many
ies. It buys rough or uncut diamonds from

er diamond-producing countries through negotiated
asing -:cts, regardless of the state of the market. The diamond rough is
in a stockpile, and from there it is released to the cutting trade. 1In
9, they attempt to match supply with demand and avoid any sharp
fluctuations in price. The CSO fixes the price, quantity, and quality of
stones that reach global markets; however, they only trade in diamond roughs,
most of which will eventually be cut into polished gems and retailed in
jewelry. The CSO does not control the diamond trade in the United States
because antitrust laws prohibit its operation.

The CSO also markets diamonds, both gem and industrial, worldwide. 1In
doing so, they can stimulate the demand for cut stones and uncut roughs.
Since the early 1980's, the DeBeers group reportedly has increased spending on
advertising and promotion threefold, to approximately $100 million in 1985.



Table D-9.--Guide to selected gemstones and gem materials

D-15

used in jewelry

Name Composition Color Practical Cost? Mohs' Specific May be confused Recognition
size! hardness  gravity With— characters

Amber ............. Hydrocarbon ........ Yeliow, red, green, ANy ... Low tomedium ... ... 2025 1.0-1.1 Synthetic or pressed, Fossil resin, soft.

3 plastics.
R Blue-gresn 10 light 00. . iiiiinnnnnnns Medium to high. . ... .. 7580 263280 Double............. 1.58  Synthetic spinel, blue  Double retraction,
silicate. biue. topaz. relractive index.
Emerald .......... [ Green.............. Medium ............ Very high........... 75 263280 [ S 158 Fused emerald, glass, Emerald fiter, dichro-
tourmaline, peridot, ism, refractive
index.

[ Smal.............. High............... Flaws, brilliant, fluor-
escence in ultra-
violet light.

Yellow to goiden . ... .. Ay ............... Lowlomedium...... Retractive index,
double refraction.
Pinktorose......... d0............. Lowtomedium...... Refractive index.
Calcium carbonale ... White, pink, red, blue, Any ............... Translucent.
green,
[ N [ N Banded, transiucant.
Green by day, red by  U.S.S.R. (smal). Dichroism, inclusions
antificial by Sri Landa (medium) in synthetic sapphire.
Greenish (0 brownish . Smalita farge ....... Gravity and trans-
nce.
Yellow, green, brown . Medium ............ Tourmaline, peridot. ..~ Relractive index, silky.
Orange, red, while, Branching, medium. Faise coral ......... Dull transiucent.
black, green. ..
Rose to deep purplish Small .............. S L h fluores-
ed .............. spinel. cence.
Bwe............... Medium ............ Sy L 9 double
spinel. refraction, dichroism.
Yeliow, pink, white, Medium 1o large. Synthelics, glass and  Inclusions, double
orange, green, violet. doublets. refraction, refractive
index.
Sapphire and ruby [ P Red, pink, violet blue, do.... Star quarntz, synthetic Shows asterism, color
stars. gray. . stars. on side view.
Sapphire of ruby [ Yaliow, pink, blue, red, Up to 20 carats Synthetic spinel, glass. Curved strae, bubble
synthetic. white, green, violel. inclusions.
242  Zircon, titania, cubic High index, dispersion,
zirconia. gingle refraction,
hardness, cul, luster.
152 Jade............... Cleavage, sheen,
vitreous 10 pearly,
opaque, grid.
1.56 4o ... do.
1.52-1.54 Glass or white onyx .. Biue sheen, opalescent.
1.78-1.98  Synthelics, spinel, Single refraction,
glass. anomalous strain.
165168 Onyx, bowenite, vesu-  Luster, spectrum,
" vianite, grossularite. transiucent, to
opaque.
............. 1.61-1.63 [ do.
1.65-1.69  Tourmaline, chryso- Strong double refrac-
11", I tion, tow dichroism.
............ 1.45 Glass, synthetics, Play of color.
plastics, doublets,
tri 3
—  Cutiured and imitation  Luster, structure, x-ray.
- Cryptocrystaliine, irre-
gularly banded,
dendritic inclusions.
............. 1.55 Relractive index,
double retraction,
transparent.
0 265268  do............. 155 .
g do Do.
. do Do.
Uniformorspotted @~ do.............  do............. 70 2.58-2.64 - - Opagque, vitreous.
red, yellow, green.
Many colors . ........ 7.0 2.58-2.64 - - do.. Uniformly banded.
Pink, rosered . ...... 70 285266 [ 1.55 do.. Relractive index,
double refraction,
. translucent.
Any ...l Smait to medium. . . .. Medium ............ 80 35-37 Single ............. 1.72  Synthetic, garnet. . ... Retractive index, single
. tefraction, inclusions.
Ay o Upto4Ocarats...... Low ............... 8.0 3537 Double............. 1.73  Spinel, corundum, Weak double refrac-
beryl, topaz, tion, curved striae,
alexandrite. bubbles.
Pink to lilac . ........ 166 th 9 Ret index.
Yellow 10 green do Synthetic spinel .. ... Oo.
........... . 1.69  Sapphire, synthetics Strong trichroism.
White, blue, green. . .. 162 Beryl,quanz........ Refractive index.
All, including mixed .. 1.63  Peridol, beryl, Double refraction,
corundum, glass. refractive index.
Bluetogreen ....... Large.............. Low ............... 6.0 2.60-2.83 do............. 1.63 Glass, plastics. . . Ditficult it matrix not
phosphate. present, matrix
usually limonitic.
White, biue, brown, Small to medium. . ... Low to medium . ... .. 6075 40 48 Double (strong) 1.79-1.98 Diamond, synmwg,l 5 Double refraction,
yellow, green. topaz, aquamarine: strongly dichroic,

waear on facet edges.

'Smali—up 10 5 carals; medium—up to 50 carats; large—over 50 carats.

Source:

2Low—up 10 $25 per carat. medium—up 10 $200 per caral: high—over $200 per carat

Gemstones, Mineral Facts and Problems, 1985 Edition, U.S. Department of Interior.
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Of this total, an estimated $20 million is reportedly used in cooperative
advertising arrangements with local retailers.

Economic factors.--The U.S. gemstone industry relies heavily on imports
for virtually all of the necessary rough stones. Commercial mining in the
United States has never been extensive. The principal natural
diamond-producing countries in 1985 were South Africa, Botswana, the U.S.S.R.,
Zaire, and Australia. Foreign countries with major deposits of~other
gemstones are Afghanistan (beryl and tourmaline); Australia (opalland
sapphire); Brazil (agate, amethyst, beryl, ruby, sapphire, tourma
topaz); Burma (beryl, imperial jade, ruby, sapphire, and topaz);
(beryl, ruby, sapphire, and topaz); Colombia (emerald); Ken
beryl); Madagascar (beryl, rose quartz, sapphire, and
(agate, opal, and topaz); Tanzania (tanzanite); and
emerald).

As previously mentioned, the United Stat
dependent on imports for its rough gemstones
on imports discourages a large domestic cutti
which does exist to the uncertainties of,produc
principal supplying countries to the United State
the skill for cutting and polishing is e ished.
on world production of gemstones is fo
primarily in Australia, Africa, an : 248 0
also be recovered from jewelry and -c»-ativi it recut and set in

100-percent
~~ This dependency
try and subjects that

"different pieces. However, no Lyvalue of this

recovery, and it is believed to le. Qi;gz
e ed in table D-11 and those

he lists are separated by
5. Diamonds accounted for
n 1985. Emeralds, sapphires,
ortance.

determined by its beauty, durability,
blemishes, and cut. In the case of
in determining price is the control over

ces exercised by the CSO. Other factors that
ge rates, speculation, existence or development
and the extent to which stones are used as

The decline in the average value
type of stone probably contrlbuted to the increase in demand for
jewelry over the period.

Effects on jewelry manufacturers.--The United States is the world's
largest consumer of cut gemstones, the bulk of which, by value, are gem
diamonds. Gemstones are used to add color and variety to a wide range of
jewelry designs. They can be used in virtually all articles of jewelry and
are often mixed, by size and color, to flatter the article as well as the
wearer. The gemstone market affects jewelry manufacturers primarily in
design. The size and color of stones can influence a design, whereas
effective promotion of gemstones can affect retail sales trends.

D-16
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Table D-10
World production of gem diamonds, by country, 1982-86

Share Change,

of 1986

total from

Country 1982 1983 1984 1985 1986 1986 1982
1,000 carats Percent

Australia........... 274 3,720 3,414 4,235
Botswana............ 1,165 4,829 5,810 5,800
South Africa........ 3,342 4,554 4,516 4,550

All other........... 3,054 2,881 2,944

11,970 .6 4,268.

4
,45 1 453
, 3§g§§i§§i@ 38
U.S.S.R..eveveeenns 2,100 3,700 4,300 4,40 114.
V-5 o - J 308 3,355 5,169 5, 18 . 1,257.
(677 2\BS4 8
\Q,s

Total........... 10,243 23,039 26,153 27,155\\\

NinE WSO

1
.3 =6.
0

100. 237.

Source: U.S. Bureau of Mines, Department nterior.
Table D-11 <::z>

Diamonds: U.S. imports for consumptj principal 985
[N
Y% NS
at weight in millions of dollars

Rough or uncut:

South Africa.........../. . $189.4
United Kingdom....... 52.0
Belgium-Luxembourg. < 32.9
Switzerland.. 10.4
32.8
317.5

<
,667,906 486 .8
1,237,123 448.2
1,466,325 444 .8
146,416 39.4
451,275 133.2
5,969,045 1,552.4
439,038 340.9
Belgium-Luxembourg......... 369,838 314.7
Switzerland...... Cieseesans 46,098 148.5
South Africa......... ceee e 76 ,025 77.4
All other.......ccvvviiunnn 208,148 255.2
Total.....ooevvnenennns 1,139,147 1,136.7
Total diamond........cocvuuuses 8,151,005 3,006.6

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table D-12
Colored gemstones:

D-18

U.S. imports for consumption, by principal sources, 1985

Gemstone/country Carat weight Value in millions of dollars
Emeralds:
Colombia..cveevevesannnonnnns 197,249 56.1
Switzerland.......ovonvvnvens 163,048 23.9
Israel...coiveervnsorensnnnne 101,683 11.5
Indi@...vevvevennnnnnennneses 1,413,167 11.0
All Other........coeovvveeee. _ 866,166 36.5 (O
Total...ovvveerereenaaaness 2,741,313 139.0 @}9
Rubies:
Thailand.....cccvveverenveess 2,770,136 <§§§§§>
Switzerland.......ooveeennnes 296,877 .
United Kingdom.......o000000e 33,713 6.4
Hong KONE...ovvvrevennnnnnnne 110,033 (EZD 3.7
All other.......oevvvvvvnnnns 469,938 12.8
Total......... Ceeereeeeees. 3,680,697 \ 7
Sapphires:
Thailand........o000veveeeees 2,765,371 4
Switzerland......... et eeran g 17.0
United Kingdom..... 6 @ S . @
Hong Kong.....covvevveeveenns : 29 .
All other.......vovvvennasns : .
Total...... Cheecreeaen

Other gemstones 2/:
Rough or uncut:

Brazil......... 4.0
Colombia.. 9.8
: 1.5

0.9

6.9

33.1

18.9

10.7

10.5

5.6

22.9

68.6

Total colored gemstones........ 3,827,769 3/ 381.2

1/ Not available
2/ Includes coral, marcasites, natural pearls, and various other natural
gemstones.

3/ Includes only emeralds, rubies, and sapphires.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table D-13
Gemstones: Average declared value of U.S. imports for consumption, by type, 1981-85
Change,
1985 from
Gemstone 1981 1982 1983 1984 1985 1981
Diamonds:
Rough natural........ $432.41 $310.52 $285.35 -29.6
Cut, unset:

Not over 0.5 cara.. 341.64 308.83 270.52 -23.9

Over 0.5 carat..... 1,734.45 1,317.49 1,140.66 -42.5
Emeralds, cut, unset... 57.25 55.75 63. -11.4
Rubies, cut, unset..... 1/ 34.04 2 1/
Sapphires, cut, unset.. 1/ 24,53 24°.54 22. 18.50 1/
1/ Not available.
Source: U.S. Bureau of Mines, Department of

The diamond market is evidence o latlonshl ing the late

1970's, demand for rough stones e i cant e of speculative
investment, which was a result of lation and ing by merchants and
cutters that were trying to find s nst ¢ uncertainties. In
response, prices rose dramatica SO ( followed by reducing
production levels and restri cale hat which yields small
cheaper stones. During € esigns stressed small

creased use of colored stones.
rising cost of the input
hat reduced the disposable income
cost materials permitted the
late demand. By 1984, as the diamond
strength was up, demand for larger more

diamonds and began
These designs, th
material and the

nany domestic diamond cutters went out of
'n consumer demand toward small diamonds, which
u wstry. Primarily, domestic demand was met by
g stones, reflectlng the growing trend toward lower value and size
s, especially in cut diamonds. Belgium remained the leading exporter

ut. diamonds to the United States, but, according to trade sources, a large
portion’ of these exports were of Russian, Indian, and Israeli origin. India
was the largest supplier in terms of quantity shipped, but the diamonds were
of low quality and small in size. In 1985, colored gemstones were imported
principally from Brazil, Colombia, Australia, Thailand, and Hong Kong.

Recently, there has been a large increase in the consumption of cut
colored stones (mostly natural gemstones, except for diamonds) by jewelry
manufacturers seeking alternatives to diamonds and adding colors to their
designs. Diamond prices, in many cases, have been too high for consumers to
be able to afford them. Jewelry manufacturers have sought out a wider range
of less traditional and relatively inexpensive semiprecious and synthetic
stones. Other stones becoming popular include turquoise, garnet, aquamarine,
topaz, citrine, opal, and amethyst.









Table E-1
Distribution of items purchased in selected world markets, by reason
Self-
Market Gifts _purchases
———————— Percent-——————-

Austria............... cecesecaseons Cheereeees e ennn 56 44
2 o 1o S 66 34
West Germany......coeeereeeconcsoosvosoonsonosas cees.. b4 36
16 X Ceeeeceeeaae 68 2
Switzerland.......cvoveeereveorennorrroccornnnns ceree. SO 43
United KIngdom. ...ovveieeierneeereernrnoenessesssnees 14 :
United States.....ccoveiivvetrtsssrassssensnsasannas 40
[0 -1 1 - T - T oA 41
-1 - 1 W I 82
Hong Kong.......... T T .o 63

Average per market......................(E:R..... 5%Q> 44
Source: Gold Jewelry Markets International Rewi nternational Gold Corp.,
Ltd., March 1985, p. 44. @

@é Q
Table E-2 v
Distribution of i u ed_in selected \world markets for a particular
reason, by purpos QS§R>
0 N\
\\\\Jﬁ) \§:§i§§§7for Self-purchases by
Market Q& men Men Children Women Men
NN Percent
PN .. 78 22 1/ 79 21
67 13 20 82 18
73 17 10 81 19
66 17 17 79 21
68 12 20 74 26
77 11 12 80 20
88 12 1/ 89 11
81 19 1/ 93 7
......................... ce.. 94 6 1/ 86 14
Hong Kong.......coovvvieiennnnnn ... 84 16 1/ 67 33
Average per market...... ceseses 18 15 2/16 81 19

1/ Not available.
2/ Includes only those markets where information was available.

Source: Gold Jewelry Markets International Review, International Gold Corp,,
Ltd., March 1985, p. 45.
E-2



Table E-3
Distribution of items purchased in selected world markets, by occasien

Christmas/ Weddings/ Baptisms/  Other Don't
Market New Year Birthdays engagements Anniversaries barmitzvahs occasions know

(Percent) -
Austria....cccceeenncanns 39 18 12 6 17 6
France.....cceeeeeveeceee 14 19 10 4 37 6
West Germany............ 35 24 1 3 3 7
Italy.ceieieeennaanncans 18 19 15 2 6 13
Switzerland............. 23 21 5 2 19 25
United Kingdom.......... 34 21 17 4 &X 21 1
United States.......... 43 21 5 10 15
Canada.....covveeveneeen 35 1 4 14 14 15
JaPAN. .cceicricrntanaanns 2 8 6 65 16
Hong Kong.....cccvveene. 2 15 19 56 8
Average per market.. 25 19 9

*@m A "
atwnal G@; ., March 1985, p. 46.

1/ Not available.
2/ Includes only those markets where information

Source: Gold Jewelry Markets International ied

E-3









Table F-1
Distribution of items purchased in selected world markets, by product
Brooches/
other
Market Rings Neckwear Wristwear Earrings Watches jewelry
. Percent
Austria.......... 00000000 36 31 8 10
France.....ceeeeeveeseeeses 31 30 9 22
West Germany.............. 36 26 11 12 S
Ttaly..cvveeveeensnneesnes 36 25 8 13
Switzerland............... 30 30 9 6
United Kingdom............ 27 26 11 6
United States............ 23 38 8 8
Canada.......ccoo00veeeees 26 32 7.
Japan......ce00000000000.. 37 36 9 6
Hong Kong.....o0c0000000.. 39 28 19(?:> 5
Average per market.... 32 30 10

16
/\\v_(\ JaN
1/ Not available. AN

2/ Includes only those markets where informat was avail

Source: Gold Jewel ev'éﬁ} Intetna 1 Gold Corp., Ltd.,
March 1985, p. 42.






G-2

The total value of world trade in all jewelry products, precious and
costume, rose 15 percent from 1981 to 1985 and reached over $10 billion for
the first time in 1984. Of that value, the total share accounted for by
precious jewelry increased from 85 percent in 1981 to 87 percent in 1983 and
declined to 83 percent in 1985. In comparison, the total value of U.S. trade
(imports and exports) in jewelry doubled from $1.2 billion in 1981 to
$2.4 billion in 1985. The relative share accounted for by precious jewelry
rose from 76 percent in 1981 to 79 percent in 1985, considerably less than the
precious jewelry share in world trade. The share of total U.S. trade
accounted for by imports increased from 86 percent in 1981 to percent in
1985. This indicates an increasing importance of 1mports to thetotal U.S.
trade in jewelry, as evidenced by the substantial 1ncrg§se e
deficit for all jewelry.

World imports of all jewelry rose $83 millio
declined by $152 million in 1983 to $4.2 billio ince \then\ >it has steadily
increased to $5.3 billion in 1985 for an overall increase 23 percent during

the period. As shown in figure G-1, the s of tot imports accounted for
Figure G-1 ,
All jewelry: Horld mports. type. :

8--

ur 1 and then

5-
Billions O costune
f
Do lol ars Precious

1983 1934 1985

Ay RNby the staff ‘of the U.S.
tern onal Trade Comnission based on United Nations
national trade statistics.

by precious jewelry rose from 84 percent in 1981 to 86 percent in 1983 and
dropped to 82 percent in 1985. The absolute value of precious jewelry imports
fluctuated during the period, but realized a net increase of 20 percent. The
decrease in share accounted for by precious jewelry during 1981-83 can be
attributed to a worldwide increase in demand for less expensive costume
jewelry resulting from the instability in the precious metals and
exchange-rate markets. These factors combined to present both producers and
consumers with unique problems relative to local costs and prices for precious
materials and jewelry products. U.S. imports of all jewelry rose 4 perc%2§
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from $1.0 billion in 1982 to $1.1 billion in 1983. Since then, they have
doubled to $2.2 billion in 1985. Precious jewelry accounted for an average of
almost 80 percent of the total jewelry imports during the period. Imports of
precious jewelry rose an average of 23 percent per year, and those of costume
jewelry, 25 percent per year.

In comparison, figure G-2 shows that world exports followed a similar
fluctuating pattern, peaking in 1984 at $5.2 billion and d ining slightly to
$5.1 billion in 1985. Overall, such exports rose 8 percent m 1981 to

1985. The relative share of exports accounted for b{b?re ious\jewelry rose
Figure G-2
All jewelry: MHWorld exports, by type 81
B-..
(=~
5--

13%]| [12%

Billions
of
Dollars

-

1985
ff of the U.S.

ssion based on United
statistics.

to 88 percent in 1982 and 1983 and declined to

c absolute terms, the value of precious jewelry exports
ictuated from $3.9 billion to $4.6 billion during the period and settled at
U.S. exports of all jewelry dropped from $175 million
982 to $148 million in 1984, or by 15 percent. By 1985, such exports
recovered to $165 million for an overall decrease of 6 percent. The share
accounted for by precious jewelry fluctuated during 1982-83 when it reached
63 percent. During 1983-85, the share of precious to total jewelry exports
rose to 74 percent. Although the absolute value of precious jewelry exports
fluctuated during the period, it recovered during 1983-85 and registered a
5-percent increase over the period. 1In contrast, costume jewelry exports
exhibited an annual decline amounting to 34 percent, or 8 percent per year,
over the period.

Apparent U.S. consumption of all jewelry rose 39 percent during 1982-85,
an average of almost 12 percent per year, and amounted to $6.7 billion @ 1985
(table G-1 and fig. G-3). Precious jewelry consumption accounted for an
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Table G-1

All jewelry: U.S. Producers' shipments, exports of domestic merchandise, imports
for consumption, and apparent consumption, 1982-85

(Value in million dollars; change in percent)

Ratio (per-
cent) of
Producers' Trade Apparent imports to
Year shipments 1/ Exports Imports balance cons consumption

Value
1982..... eee. 3,983 175 1,034 859 <>4,:' .4
1983...... ... 4,280 172 1,072 900 .7
1984......... 4,638 148 1,575 1, . .0
1985......... 4,698 165 2,188 .6

Change, 1985

from 1982.. 18.0 -5.7 111.6
Average

annual

change,

1985 from <> <::i>
1982....... 5.7 -1.9 284 33. 11.6 15.
(@

1/ Projected from shipments data ig nee) to ?g§i§§ggpaires of the U.S.

International Trade Commissio
‘28. Department of Commerce,

8 52.3

=

Source: Compiled from
except as noted.

Figure G-3
All jewelry‘ Appar
1982-85

259%

] costune

Precious

1982 1983 1984 1985
Source: Comnpiled from Commission questionnaire
responses for producers’ shipments data and fron G-4

official statistics of the U.S. Depariment of Conmmerce.
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average of 76 percent of the total consumption during the period. As a share
of total consumption, imports accounted for 21 percent during 1982-83 and then
rose 6 percent per year to 33 percent in 1985. This increase was due
primarily to a 26-percent-per-year increase in imports of precious jewelry
combined with a 38-percent-per-year increase in imports of costume jewelry.

On the other hand, U.S. exports of all jewelry declined 2 percent per year and
amounted to $165 million in 1985. Although precious jewelry accounted for

70 percent of the total jewelry exports, the overall decline ulted from a
6-percent-per-year decline in costume jewelry exports.

Total U.S. shipments of all jewelry increased 18 ﬁg% e
$3.9 billion in 1982 to $4.7 billion in 1985 (figure G-
shipments of precious jewelry increased an average e
during the period and accounted for 74 percent o tal i
comparison, shipments of costume jewelry increas&d erce

Figure G4

All jewelry: U.S. producer mnents,

type, 1982-85 %A\\ @
5- -

4....

Billions 3T [0 costune
of
Dollars o} Precious

1984

1985

4
Ll

rce : onpiled from Comnission questionnaire
qipses for producers’ shipments data.

re

Figure G-5 shows the change in apparent U.S. consumption in absolute
terms of the major product categories included in both phases of
investigation No. 332-222. As can be seen, over one-half of the total
jewelry consumption in 1985 was accounted for by precious-metal jewelry.
Total consumption of gemstone and base-metal jewelry were about the same, and
that of other nonmetal jewelry accounted for the remainder. The dominancé-of
precious-metal jewelry can most likely be attributed to the intrinsic value of
the metal which comprises the bulk of the total value of the product.
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Figure G-5
All jewelry: Apparent U.S. consumption, by type,
1982 and 1985, and share of consumption, by type,

1985
4...
O 1985
37 1982 © %
Billions X
of 2+
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Scope of International Competition

As an internationally traded commodity, jewelry presents unique
opportunities and problems for many of the participants in the market.
Opportunities for both personal and professional gratification can be
exploited while actively participating in this market. In addition, the
opportunities extend beyond producers and traders, to consumers in all of the
world's markets. When jewelry pieces with local designs, heavily influenced
by local cultures, are traded worldwide, customers in foreign lan ave the
opportunity to purchase a piece of that foreign culture. Howev
problems also exist in the international trade of jewelry.<>Fo e 1
problems arise in the acquisition of materials, in financin e y
high-cost materials during production, in subjective 1
preferences in local markets, in different national dards as
and in the many economic factors that affect the markets\for i
and raw materials.

quality,
shed products

The demand for and supply of jewelry in i ional trade depends on a
variety of economic factors and subjective pref ortance of
personal adornment to many nations' relig al\ beliefs, and
social habits subjectively influence the de : . mic factors

include a country's level of per capita p i of basic
necessities, and price and availabili On the supply
side, costs of raw materials and pr and local taxes,
and national standards as to quali
p Historically,
‘ as been a symbol of
wealth, social status, and s 31 (t\i5 generally considered a
luxury good, a healthy ec z gustain the market.

faced with significant new

0's as the price of gold, the

jewelsy production, skyrocketed to new
‘\}s production to rise, but also forced

i g;;%e as well. In addition to the high

Precious jewel
problems during the

1982, as gold prices stabilized and economic recovery began, worldwide
3 all luxury goods, including jewelry, increased. However, the
buying consumer was more aware of value and demanded a good product at a
reasonable price. As a consequence, producers in many countries were forced
to match their products with price points that were acceptable to the consumer
and to increase the quality and efficiency of production. New technologies
were developed to reduce the labor content in products made of metal, and new
styles, lighter weight products, and cheaper alloys and metal compounds were
developed to hold down prices and give consumers what they wanted. The
worldwide transfer of technology, government incentives, and cost advantages,
including lower tax rates and lower import duties on raw materials, have
provided incentives for the development of precious jewelry industries in some
countries that previously were not major factors and strengthened those whichl-2
were.
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Precious jewelry is generally medium-to-high priced and strongly
influenced by the latest style trends motivated by consumer tastes and
designer fashions. This fashion element plays a significant role in the
development of some national industries. For example, many European countries
are successful in producing precious jewelry because of their worldwide
recognition as design centers. The following section discusses some of the
major suppliers of precious jewelry that compete with the United States for
third country market shares.

H.1. Ttaly <
Italy has been the world's largest consumer o IdNfor\ i€
percent
985.

o

production for more than 5 years and accounted f the total
gold used in karat jewelry production in the world i During 1981-85,

Italy was also the world's leading exporter o jewelry, accounting
greater than the second leading supplier.

ACCO
Italian exports of precious jewelry roge byi::
1981 to $2.3 billion in 1985. Virtually\100 pe
jewelry exports are made of precious met prima
made in all karatages, depending on
ultimately be sold. According t

for an average of 70 percent of p on,) lhowever,\some firms export 100
percent. The average share of ian g cha rquction for export

reportedly is even greater.

for over 50 percent of total world exports

Exports of preciou
1981-85 and amount
world exports.
exports to such

percent per year during
counting for 50 percent of
irng markets in 1981, however,
ercent of total exports in 1981 to
heavily from those countries to the
exports increased from 22 percent in
European countries' share of total exports
9 percent to 16 percent during the period.

y exports are accounted for by chain

s of precious jewelry are negligible compared
ounted to $27 million, approximately 1 percent of

ency and craftsmanship. Today, Italy is recognized as the world leader
in precious jewelry production on the basis of creativity in design, quick
turnover of designs, consistency of quality, and price. However, as
skillfully as the Italian industry has accommodated changes in the market
through the development of new designs, they have also met challenges in
production through the development of new technologies and mechanization to
hold down costs and increase efficiency.

Jewelry production in Italy is undertaken nationwide; however, over
50 percent of the firms are concentrated in or near four principal production
centers. Three of these centers form what is known as the golden triangle.
At the southern tip of the triangle is Arezzo, to the northeast is Vicenz§%3
and to the northwest, Valenza. Together, in terms of the volume of gold
worked, these three centers account for approximately 75 percent of the total
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Italian gold jewelry production. Thirty-five percent is accounted for by
producers in Vicenza, and the remainder is equally divided between those in
Arezzo and Valenza. The fourth major concentration of firms is in the
commercial center of Milan. Other major centers of jewelry production and
their product concentration include Torre del Greco (cameos) and Milan
(gemstone jewelry and jewelry-making machinery).

Each of these centers concentrate on the production of a parficular type
of product. Arezzo and Vicenza specialize in the automated produ of mass
volume low-cost gold jewelry, such as chains, rings, and bracelets
the industrial-style production. Valenza is noted for its gfroduc

Arezzo is known for its goldsmithing artistry and 1lo
machine-made products, principally chain and ho -

near Vicenza tend to specialize in medium-valuetadded, hand-finished gold
products. An estimated 80 percent of production\}i enza is reportedly
produced by stamping or chainmaking machin prod of this
region are chains, watchbands and other jew
gemstones.

The Italian industry is highly c¢ g ve égh cha c >
small firms, primarily artisanal, whe e me t1~ n all areas of
product development, production, i§§§§£§1981 there was
reportedly a consolidation of the ansion of existing
firms; however, since then, : significant entry into
and, to a lesser extent, exi cording to the 1981
Itallan Census of Ind ly 8,700 firms producing

increase since
the major pro ing are i e Italian Census of Industry, the
number of fi , totgl employee average number of employees per firm in
1981 were as : )

Number of
Number of employees

employees’ per firm

...... 542 5,212 9.6
..... 631 5,690 9.0

alenza. .. .. 1,491 7,162 4.8
Milan....... 1,101 5,052 4.6
All other... 4,936 17,793 3.6
Total... 8,701 40,909 4.7

Although, on average, there are between 4 and 10 employees per firm, some
larger industrial companies employ between 50 and 100 workers, and a few
employ between 300 and 500 workers. In fact, the world's largest jewelry
manufacturer, in terms of the number of employees, is located in Arezzo.
According to Italian industry representatives, labor involved in producing a 4
machine-made product costs approximately 20 cents per gram, whereas that for
handmade products range from $2 to $3 per gram. Although production in Italy
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is highly specialized, an exact ratio of value added to total cost is not
available and reportedly is impossible to determine because of the wide
variety of products and the characteristics of each. However, it is estimated
that the total cost of labor and overhead accounts for 5 percent of the total
cost of machinemade products, and 35 percent of that for handmade products.
The remaining cost is usually accounted for by materials, metal, or
gemstones.  Unskilled workers in the precious jewelry industry reportedly earn
between $8 to $12 per hour, including social costs, whereas skilled workers
earn approximately $15 per hour. Total net pay for unskilled workers is
estimated to be between $6 and $10 per hour and the average

hours. .

ug ; aly. Many
1 1 industry
in the major

There are a number of schools for jewelry desi
are supported by either the State or regional go
associations and groups. There are schools
producing centers and schools for goldsmithj There also exist
various Government programs for all industrié hiring youth by
providing less restrictive labor laws while ‘thé e in training (generally 18
months).

egrated with most
iques include
estments) using
i aces for forging,
égéigiﬁsing baths. According

fi loyed metals. Most
in pure gold, mix the

mostly original designs, and
perform the finis are reportedly developed and
marketed every 3 edly very little subcontracting
or homework, and is women.

The Italian precious jewelry indus
firms undertaking all facets of prody
investment casting (rubber moldma
vacuum and centrifugal systems;
stamping, and tumbling polishe
to industry sources, only the
acquire pure gold and mak
necessary alloys, produ

Eitive prices. Although some firms produce a
rate production on one type of item, either

precious jewelry production is accounted for by
total gold jewelry, an estimated 80 percent is chain,
After it is made, the chain is generally
3 Among the various types of chain products made
are ‘solid-link types of all styles, handmade and machinemade rope chains, and
hollow link chains of different styles and sizes. 1/ There are reportedly 30
major chain manufacturers in Italy, indicating that the concentration of
production in the chain sector is very high.

1/ Hollow link chain is formed by bonding a gold alloy to a base-metal base
and then milling out thin strips of the compound. These strips are then
passed through a series of different milling machines that shape them until
they form a hollow wire. The wire is then fed to chainmaking machines that
form links and join them together. Finally, the completed chain is placedyin
an acid bath that eats away the base metal inside each link leaving a hollow
link chain of the desired alloy.



H-6

The remainder of Italian production, other than chain, by product,

reportedly consists of rings (16 percent), bracelets (7 percent), earrings

(6 percent), and other articles (4 percent). An estimated 75 percent of these
products are machine made, stamped or cast, and hand finished and polished.
Industry representatives also indicated that there was a very large volume of
exports of unfinished mountings ready to be set with stones. Reportedly, this
is due to the relatively free international trading of cut gemston
differences in tariff rates between unfinished jewelry findings an
articles in many markets. Of jewelry products other than chain, an €
60 percent is accounted for by articles made solely of gold

An estimated 30 percent incorporate diamonds or other gemstoﬁgs
remainder include other articles that incorporate coral,
materials. All products reportedly receive a slight el
flashing (generally 3 to 5 microns), to highlight the
in the finished piece.

The popularity of Italian jewelry is primar
design; however, advanced technology used in pro
industrial chain sector, significantly adds _to the
‘industry by holding down costs. An estimated\75 peree

especially the
itiven of the

capacity is utilized industrywide, and, in the\highly autom ction of
chain, 100 percent of capacity is reporte itized in s because
the machines run all night. <

ecioy ewelry is made in
ar'e Jdeveloped in Germany
aking industry and
sources, almost two-thirds of
m-‘ rted to various markets
50 often exported because it
{ and easy to operate. The
ologies for producing finished
ed in production on a continuous
t the cost of some of the machines
y as follows (in U.S. dollars):

Most machinery used in the pro
Italy. The skills required to prod
in the 1920's and progressively :
then into Italy. According
Italy's production of j
worldwide. Chain mac
is generally the lowe
Italian industry repor

$10,000 to $20,000
5,000 to 10,000
11,000 to 50,000
3,000 to 4,000
20,000

[acuum casting

They further cite the lack of development in new technology in the United
States on a traditional dependence on casting techniques that developed out of
the dentistry industry.

The small size of most firms in Italy limits their ability to market
finished products. To alleviate this problem, there is an extensive network
of jewelry wholesalers (approximately 16,000) that market products to both
domestic and foreign customers. Those firms that directly export reportedly
use international trade shows to conduct a significant portion of their
business. These shows are viewed as a means to promote the company and to
observe market trends in both design and production technology. Research and

H-6
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development expenditures reportedly range between 1 percent and 3 percent of
total sales and are used primarily to develop new technologies and, to a
lesser extent, new models and designs. Transportation and insurance costs are
usually paid by the customer and have reportedly increased in recent years
because of rising insurance premiums. Methods of transportation include air
courier (usually protected) and mail shipments. The average delivery time is
reportedly between 30 to 60 days from the date of order.

There are a wide range of Italian laws regarding the production and

marketing of jewelry, ranging from environmental protectio to title and
trademarking laws. Environmental laws reportedly require tha yees
provide a work environment that is free from safety and ds. These
laws are reportedly strict but enforced loosely. a aws require
that a product be engraved with the precious-me con ess) of the
alloy used in production and a trademark (cons of identification

elrymanufactured.

t authority which,
provides them with an authorized stamp fo g 'dentlflcatlon mark. Further,
unlike in the United States, Italian precioug<mets marks do not allow

number supplied by the Government) on each piece of

meet the minimum standards for a parti
sources indicate that although the laws
enforcement could be tighter.

jewelry articles at various st
and that State inspectors periodi
compliance. Italian industr}
marking and underkaratage are

palian industry
@5 are strict,
it they tested
e proper fineness,
E—products to ensure
ated that problems with
jor industries worldwide and
ol and enforcement of
y\offices similar to those in
, and France.

acquire the gold used in jewelry
onopoly. However, it is reported that
ro ems in obtaining the metal when needed.
4\‘<%old outright, lease, or obtain gold through
is temporarily imported, manufacturers are

\‘tax on their products, however, this is also

) oh the product is exported. Industry representatives
ort that when gold is supplied by customers through temporary importation,
e only cost of production charged is labor or value added. There is no
nitive information on the relative importance of each of these methods of
acquiring gold, however, industry representatives report that with regards to
most products, except chain, approximately 35 percent is obtained from
customers and the remainder is bought or leased. The amount leased has
increased to about 30 to 40 percent in recent years. For most chain products,
the customer reportedly supplies between 65 percent and 70 percent of the gold
and the manufacturer purchases the remainder. Leasing costs reportedly range
between 5 and 6 percent of the total gold value, less than the interest rate
on money.

Since there are no significant deposits of gold in Italy, all of it must
be imported from major world suppliers. Further, since it is controllediby
the Government, there are reportedly strict controls to monitor the import and
export of gold and gold articles. A company is required to re-export the same
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amount of gold imported within a specific time period, less any amount of gold
lost in production. An estimated one-third of the total gold imported and
made into jewelry is consumed in the local market, and the remaining
two-thirds are re-exported.

The Italian Government does, through Customs, allow manufacturers to
declare as a loss in production a certain percentage of gold used. The loss
stems from the physical working of the gold and is the result
production processes and procedures. The exact percentage depen
fineness of the alloy and the method of production and is bet
percent. Generally, the lower the karatage, the higher
jewelry articles are allowed a 6-percent loss on temporari
The value of loss is calculated into the price of th i ts by
most manufacturers. Since the Italian Government j ‘th” the volume
of gold exported, most manufactures price accordi ight” of the
product. For example, the price of a product would be ermiried as follows:

Weight of product x Fineness 1
+ Weight of product X Charge value addig(pgi gram
d (N

+ Weight of product x Piice of
Total price

1/ The fineness used in calculati g uld b ed for
the percentage of loss in producti the productﬁé%;&
(0.585) and loss amounted to 6 peree z changed would

be 0.622.

The following tabulation ! ss\used in calculating prices,
including the amount c nt loss for most jewelry
products, which ca ufactures of precious jewelry:

Fineness with 6-percent loss

354.26
398.94
443.62

531.91
622.34
797.87
930.85
975.53

According to Italian manufactures, they clean their entire production
area once or twice per year to reclaim any lost gold and there is no
requirement that the amount reclaimed be reported. The reclamation of any
lost gold provides an incentive to Italian manufacturers to be efficient
because prices can reflect their efficiency.

H.2. Hong Kong

Hong Kong is a prominent manufacturing and trading center in both the H-8
costume and precious segments of the jewelry market. The industry producing
precious jewelry concentrates on medium-priced products, often set with
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gemstones. According to the latest available statistics, estimated 1986 total
output of the Hong Kong precious jewelry industry was valued at $419 million,
of which exports accounted for approximately 60 percent, or $251 million.

Hong Kong exports of precious jewelry, valued at $189 million in 1985,
represented 4 percent of world precious jewelry exports in that year. 1In
1986, exports of precious jewelry accounted for an estimated 63 percent of
Hong Kong's total jewelry exports. Of total precious jewelty exports in 1986,
an estimated $184 million, or 73 percent, were gemstone artfs‘ and the
remaining $67 million, or 27 percent, were precious-metal artitle

bracelets, earrings, rings, and brooches. Most of~th 15’ made with
gemstones because of the available supply of re labor
required to set the stones. Gold is the princ in alloys of
various degrees of fineness. Generally, the alloy be determined by
the market in which the article will be s Most raw materials, including
gold and gemstones, are imported from Israel, India, Belgium/Luxembourg, and
the United States.

Industry sources indicate that the\suppl pri w materials has
been stable and is favored by the duty-

e status o g Kong port.
Further, Hong Kong is mainly c g;;»: inthe 1 Q;:gﬁ um end of the
market because of their lower : n «gg%tsmazgzizh d design, but has
been trying to upgrade into hi ality products) ost producers in Hong
Kong use original in-house de! R
customers. According to

gNS ever
¢ Tra pment Council (TDC), 1/
improvements in origina ighs_bhave g%g§§§§y Kong producers the

opportunity to advang e.
tomated most of their production

age of worldwide technological
y of relatively low-cost labor and the

use those specified by

in \f 1ing operations. Most precious-metal parts are
Qégk-g‘n; the "lost wax" casting method, or are stamped
oL eiNg” to industry representatives, casting and molding
N ong Kong, Japan, Taiwan, West Germany, and to a
ted "States. Once pieces are formed, they generally

Once the metal components are assembled and
gfhed, they receive a thin electroplating to bring out the shine. Gold,
silver, and nickel are the most frequently used plating materials.

1/ The Hong Kong TDC has coordinated trade promotion activities for Hong
Kong industries since it was established in September of 1966. The statutory
functions of the TDC are "(a) to promote, assist and develop Hong Kong's
overseas trade, with particular reference to exports; and (b) to make such
recommendations to the Government as it sees fit in relation to any measures
which it considers would achieve an increase in Hong Kong's trade.” The TDC
maintains 20 overseas offices and its sources of revenue are as follows: "(a)
the net proceeds of an ad valorem levy on exports and imports other thanjg
foodstuffs; and (b) minor income from miscellaneous sources such as
advertising fees." The net proceeds of the levy provided 89.3 percent of the
Council's revenue for 1985. Hong Kong Trade Development Council Annual Report
and Accounts, 1984/1985, pp. 5-6.
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According to Hong Kong trade publications, the jewelry industry is best
known for being able to supply quality products at competitive prices. They
further claim their industry's competitive advantage over European and
American manufacturers is based on cost, whereas its advantage over other
Asian countries stems from product quality through craftsmanship.

On the basis of data furnished by the Hong Kong Census and-Statistics

Value of Precious-

producers' metal jewelry
Year shipments Index 1/ shipments
1982.... 341.3 100.0 273.0

1983.... 295.4 86.6 242.2 .
1984.... 328.5 96.2 239.8 .
1985.... 331.2 97.0 258.3 94 .
1986.... 418.5 122.6 330X @

1/ 1982=100.0.
2/ Estimated.

Producers' shipments decreas
increased 9 percent per year to
in 1983 reflects a worldwide
recession in major world

k§82-83 and then
.)) The reduction in output
emfand as a result of economic

es.

The total number of ts and persons employed in the

as follows:

Employees per
Employees establishment

8,830 12.0
8,651 12.0
9,725 13.6
10,156 14.2
11,296 14.7
Absolute change,
1986 from 1982.. 31 2,466 2.7
Percentage change,
1986 from 1982.. 4.2 27.9 22.5

The total number of establishments producing precious jewelry decreased
from 738 in 1982 to 713 in 1984. It has since increased by 8 percent to 769
in 1986. The industry is primarily composed of small firms. Many Hong Kong
producers utilize an extensive network of subcontractors who perform limited
but integral roles in the production of jewelry. Most of these small
factories perform subcontract work for large producers and also produce
medium- to high-priced pieces for local jewelry retail shops. The smalles?110
shops, those with less than 10 workers, reportedly specialize in jewelry )
repair, alteration, and gemsetting. According to information supplied by the
Hong Kong Census and Statistics Department, approximately 42 percent of the
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firms producing precious jewelry in 1984 employed fewer than five workers;
another 43 percent employed 5 to 20 workers; 13 percent had between 21 and 100
workers; and 2 percent had over 100 workers. The relative small size of most
Hong Kong firms allows them to be flexible in switching production lines to
and from jewelry articles as required. In terms of shipments, the five
largest firms reportedly account for between 40 and 50 percent of the total
industry output. Production statistics regarding subcontractors or their work
are not available. In general, subcontracting work includes 1d preparation,
casting, metal processing, stone setting, polishing, and elect
of the workshops are family-owned operations and do not engage i
marketing or exporting of their own products. Generally, the
under special order from foreign as well as local buyer

Total employment in the precious jewelry i 1li rom 8,830
workers in 1982 to 8,651 workers in 1983. ent\ then rose by
31 percent to 11,296 in 1986. After an initial decli in the number of
establishments in 1983, and a slight drop ~ he average number of
employees per establishment rose to nearly This reportedly
reflects the consolidation of the indystry in\f early 1980's as a result of

recession in world jewelry markets an NG ility. The
workforce primarily consists of skilled i dvunskilled
workers, designers, technicians, an . ion of labor is
more defined in larger firms wh s _reporte ialize in one task.
The average on-the-job training ost job ts for a minimum of 6
months and can be as long as 5 wel rkéf's union has existed in

Hong Kong for about 35 years and ¢ bership of approximately
700. Local industry represe 3 esti verage wages paid to highly
skilled workers range from Q0 year; for semiskilled
workers, from $6, B\ 000 per year; r unskilled workers,

approximately $
Q§§§§§> shortage of experienced skilled

1l apprentice programs or organized

kers into and out of jewelry production.
urned to entering into production
tent of this practice is not known. Locally,
982 established a Vocational Training Council and
X trlal Training Department in order to ensure that
- Bive system of technical education and industrial
ited to its velopmg needs. In connection with this, a training
sard for he jewelry industry was established to determine the manpower needs
the industry, prescribe job standards, design training programs, examine
finanecing industrial training, and act as a liaison with the industry,
training centers, educational institutions, and Government departments.
Certain educational institutions currently offer programs in a variety of
jewelry applications, including jewelry design and making.

Hong Kong precious jewelry producers are also required to comply with the
laws of Hong Kong regarding water and air pollution control and waste disposal
ordinances 1/. These laws reportedly affect large factories more than small
ones because of the volume of waste that they generate. According to
discussions with industry representatives and Government officials,

H-11

1/ Laws of Hong Kong: Air Pollution Control Ordinance, ch. 311; Water
Pollution Control Ordinance, ch. 358; and Waste Disposal Ordinance, Ch. 354.



H-12

enforcement of these ordinances are less stringent at the present time because
of the low priority given to environmental issues. However, should these
issues become important, it is expected that relevant ordinances would be
strictly enforced.

Since most Hong Kong companies are small, very few firms can sustain a
direct sales force. In general, local companies sell to local agents, who in
turn deal with foreign buyers. Local agents procure goods from
different suppliers in order to obtain a diversified line of pro
various price points. These goods are then combined and
at domestic and foreign trade shows, which are primarily us
meet buyers. The high cost of space at many shows prohibi
firms from individual exhibition; therefore, most ex i
Local trade shows also offer buyers the opportunit
view new products or designs.

Exports account for an estimated 60 perce of the total output.
Kong exports of precious jewelry articles almgst doub
1982 to $251 million in 1986. The United Statd (@
such exports over the period as its share of total\ex ea
48 percent in 1982 to 63 percent in 1985 and\ then d
56 percent in 1986. The total value rg e
doubled, from $65 million in 1982
second leading market in 1986, rec

$52 million; and Canada was thir
$10 million. Approximately 80

Hong

otal exports, or
total exports, or

feéious jewelry exports

emainder are made of

gemstones. Italy was the 1.{3?‘ i af < us jewelry to Hong Kong in
1986, accounting for 37 s primarily chain), followed
by China with 20 p . 2 the third leading supplier,
accounting for 10 i 1986. Local industry sources

indicated that imp rily assembled parts and

components fof re-e

ég Hong Kong's trade picture during

The follawi
1982-86+

Val Value of Trade

Index 1/ imports Index 1/ surplus

\Y% Millio Million Million

dollars dollars dollars
1982.... 133.1 100.0 130.1 100.0 3.0
1983.... 141.8 106.5 101.1 17.7 40.7
1984.... 180.7 135.8 109.6 84.2 71.1
1985.... 188.8 141.8 128.2 98.5 60.6
1986.... 251.1 188.7 141.9 109.1 109.2

1/ 1982=100.0.

H.3. Switzerland

According to Commission questionnaire respondents, the bulk of U.s. H-12
imports from Switzerland are accounted for by precious-metal watchbands, which
are attached to high-priced watches. The jewelry-producing industry
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reportedly specializes in high value-added products with good quality finishes
and classic designs. They do not attempt to compete in mass-produced items
with low margins. Jewelry production in Switzerland is concentrated either at
the high end of the price range (labor-intensive, high-quality, high
value-added), or in the medium-price range capital-intensive items where the
Swiss use a combination of automation and skilled labor. In the lower price
range, imports account for about 80 percent of sales. Italy reportedly
dominates the market in gold chains and is very competitive\in other areas,
primarily because of design. In recent years, Italy has reportedly lost
market share to West Germany, which is said to provide bette qality products
and faster service, and to Asian countries, which reperted
prices. Most domestic production comes from a number
working independently and using original designs;
produced from designs supplied by customers.
Swiss producers benefit from high productivit

labor.

In 1985, an estimated 625 Swiss firms\wé egistered as producing
precious jewelry. The five largest ac ed fo ximately
12 percent of total production. Es:§§§§§; productio etious jewelry
fluctuated during 1982-86 but incr erall 15 o $429 million, or
by 4 percent per annum. Preck jewslry a€§§£$ for a decreasing
share of total production duringt eribd as it \decllined from 97 percent to

93 percent.

‘:Et <
-)ction because, as industry

the temporary movement of
this jewelry is imported, sold,
jewelry fluctuated during the
line to $475 million. France, the
re the major markets in 1986,

ent, and 10 percent, respectively. Swiss

sources explain, Swis
jewelry through j

17 percent, and 17 percent, respectively. Industry
ate the relative position of these three suppliers to
est Germany (20 percent), and France, a distant

These estimates are based on their experience in the overall market,
luding the number of foreign representatives that have contacted them.
a}ian products reportedly concentrate on fashionable items and compete in
the low- and medium-priced segment of the market, whereas West German products
tend to be in the medium- to high-priced range. French products are
reportedly more classically designed pieces in all price ranges. The United
States accounts for an estimated 5 percent of total imports and is not
considered a major source.

Popular products produced domestically include rings and earrings.
Switzerland is reportedly self-sufficient in both plain gold rings and those
set with stones. In the medium-priced range, the Swiss produce gold rings,
watch cases, watchbands, and earrings using automated equipment. Industry
sources also indicated that some production is conducted in nearby Pfobzheim,
West Germany, where there are reportedly lower production costs and benefits
from economies of scale.
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There are an estimated 4,000 production workers employed in the jewelry
industry in Switzerland, and the average work week is 42 hours. According to
the Swiss metal and watchmaker union, average hourly wages of production
workers are approximately $11.50, and those for all workers are approximately
$9.50. These figures reportedly do not include "social costs" to the employer
which range between an additional 15 to 20 percent. One industry
representative estimated that the average wage for a skilled craftsman in
jewelry production, including social costs, is approximately $27,50 to $33.00
per hour.

Switzerland has traditionally been an important turntgd ewelry

le h
trade because of its liberal trade policy, relatively low value es
tax and customs duty, no luxury tax, and a reliable bapki e e
export oriented Swiss Government encourages this tra For\ ex the
3 ent in .

Swiss import tax on jewelry is 10 percent, compared
Austria, and if the article is re-exported the tax is re
interesting to note that the average tourist te to buy
jewelry while the average domestic consumer pre
20 percent of new jewelry sales are reportedly
when they leave. Traditionally, approximétely 60 ent of ist purchases
are watches. However, as a result of the ance of quartz ogy and the

0 c

ded D It is

ches rather than
An estimated

temporary decline of the Swiss watch in ryo\that rati eclined to
>
s Tapidly becoming a
g?st fYwhich is exported to the United

about 50 percent. <> Q§i£9
H.4. Thailand & %@
hed jewelry. Thai exports of
: sCof finished jewelry have more than
SS§§§ incorporating small gemstones, the relative

States, Jap
tripled,
jewelry

Thailand's jewelry indu s ated with its gemstone
industry. Thailand has lo aj orts sorter of gemstones,
particularly rubies s, and
r of §i ‘
; on in 1982 to $234 million in
1985. 1/ Howeyer, e i c ears has shifted away from cut and
$80 million in 1985. Of the precious

teadily risen from 62 percent in 1982 to

percent per year. Thai craftsmen traditionally

labor ©osts and relatively abundant supplies of raw materials. Most of the
eportedly incorporate small gemstones and are of the type generally
sold in catalog showroom outlets.

1/ It should be noted that Thai export statistics are based on recorded
export values and reportedly, significantly understate the amount actually
exported. This is due in part to a tendency of jewelry exporters to
understate their actual sales for tax reasons, but mainly to the ease with
which gemstones and jewelry are carried across borders without being recorded
by customs officials. According to Thai officials, the actual value of
gemstones and jewelry taken out of the country by tourists and others are H-14
estimated to be double the amount shown in Government export statistics.
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The trend toward increasing exports of finished jewelry has reportedly
been aided by several factors. First, the Thai Government has reportedly
provided incentives to both foreign and local investors in export-oriented
jewelry production by allowing 100 percent foreign ownership and rights to
import 99.9 percent pure gold. Second, preferential duty rates through
programs like the GSP in most of the major world markets have helped Thai
jewelry become highly price competitive in these markets. Finally, Thailand's
increasing comparative advantage in labor costs (reportedly 30 percent cheaper
than in Hong Kong) and in supplies of gemstones have increasingly become
important stimulants to jewelry exports.

group consists of Government-promoted companies.
joint ventures, or wholly foreign-owned companie
U.S.-based jewelry retail store chains or to f
are generally more capital intensive than their loc
employ the "lost-wax" production method.

counterparts and usually
up of producers is

Thai-owned operations. Jewelry in these shop
simple hand tools. These shops are imari
reportedly account for the bulk of production
number of independent foreign buyers increasing
are employing more modern techniqu 3

1@, which accounts for
i inished jewelry, problems
st) factor in inhibiting even
—promoted companies, complex
in the filling of orders with the
60 days. Some of the small shops

approximately 50 percent of the @ :

in acquiring it have rep
greater growth of the .
procedures of i i 1
average time of/ deliver i

g
e

purity. " In t to alleviate some of these

ve : eportedly considering measures that
adurés. The key factor concerning the
old that is designated for jewelry export
ported. Leakage of gold into the local market,
the strength of Thailand's national currency.

genstones and jewelry to the United States in 1985 were
~ more than double the value of exports to Japan, the
econd leading market. Hong Kong, Switzerland, and West Germany were the
ird, fourth, and fifth largest markets in 1985, receiving 14 percent,
10 pércent, and 4 percent, respectively. Whereas exports of gemstones to the
United States rose an average of 24 percent per year, exports of finished
jewelry rose at an annual rate of 72 percent. The share of exports accounted
for by finished jewelry relative to the total for gemstones and jewelry, rose
annually from 16 percent in 1982 to 42 percent in 1985.

H.5. France

There are approximately 3,000 French firms that produce precious jewelry
and it is estimated that approximately 40 percent of the total output ig 5
exported. The industry is dominated by small firms, evidenced by the fact
that the five largest firms account for approximately 20 percent of the total
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output, and the average number of employees per firms is approximately 10. An
estimated 95 percent of total precious jewelry production is accounted for by
precious-metal jewelry, and approximately 75 percent of that is accounted for
by gold jewelry. Estimated sales of precious jewelry increased 7 percent,
from $610 million in 1984 to $651 million in 1985.

Total employment in the precious jewelry industry is estimated to be
approximately 30,000 workers of which approximately 24,000, or. 80 percent, are
production workers. Estimated hourly wages in the industry fo production
worker is approximately $6 and the average workweek lasts 39 hou

According to official trade statistics, exports of
95 percent, from $74 million in 1982 to $144 milli
the largest market for such exports, receiving appro
total in 1985. Saudi Arabia was a distant se ing approximately
7 percent of the total. Exports to the United“States decreased by more than
one-half, from $29 million in 1984 to $14 milli6nJin 1985. France was a net
supplier of precious jewelry to world markets\as ench exp s amounted to

only $131 million, leaving a net surplus of $1 on.

. French law reportedly requires p sus-~metal jew duced in France
be labeled as to the precious-me is c@n ne either by
stamping the piece with the appro e <karatage, or tamping it with the
appropriate precious-metal con e : s per thousand. 1In

practice, the latter is more c 0 @) rench law also requires
@ ently marked with the

that all precious-metal je ed
trademark of the manufactu T enc shifient has established an
official assay offi guarantée the

ed \pro .

preps svmetal content of both imported
and domestically c v
H.6. United Xingdo
cent of the industry's total output, of which

hree—fa?n‘ is exported. Jewelry production has been, and
considered a craft and has only recently begun to transform

E into“a coordinated industry. The industry is highly fragmented with
many manufacturers importing to supplement their own production, maintaining
agturing facilities overseas, being involved in wholesaling or retailing,
and handling watches and other goldsmith's products. An estimated 95 percent
of the market is accounted for by precious-metal jewelry.

The United Kingdom was ranked from the third to the fifth largest
exporter of precious jewelry during 1981-85 and accounted for an estimated
5 percent of world exports in 1985. According to official trade statistics,
exports of precious jewelry more than doubled, from $216 million in 1982 to
$442 million in 1984. After a 50-percent decline in 1985, such exports
rebounded to $334 million in 1986, or overall by 55 percent. France was the
leading market for such exports in 1982, receiving 28 percent of the total,
however, by 1986, the French share of such exports dropped to 6 percent. Hyip
1986, Brunei was the leading market, receiving 36 percent of total British
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exports; Switzerland was the second leading market, receiving 14 percent; and
the United States was third, receiving 13 percent of the total exports.

Italy was the largest supplier of precious jewelry to the United Kingdom
in 1986, accounting for 17 percent of the total British imports. France was a
distant second accounting for 5 percent. Switzerland was the third leading
supplier with 4 percent, and the United States was fourth with 2 percent.
According to the latest available information, the number of
workers producing precious jewelry steadily declined from 17,3
14,100 in 1984, and the average workweek lasts 38 hours. Aye
wages of production workers in the jewelry industry aré app
hour. ‘

British :
and profitability.
ining of young
designers who can

After a deep recession during the early 198
manufacturers are taking steps to improve produ
Improvements are being centered on better designs, t

utilize their skills. Reportedly, there ha
designs in the past 5 years. 1In addition to mprovements in British

manufacturing, the marketing and retailing setct ave o\undergone

change. Refurbishing of jewelry outlet 2d has leted by most
of the major outlets and should lea in¢reased pro is also
reported that Government support. e ext oviding training
schemes and research to aid the 1 uriér in identi reas in which they

must improve.

1mport€r’

thr ‘5 e’ )of the official assay offices
is u tests and certifies the
. 1d weighing 1 gram or more is
0 that 9K gold represents 88 percent

4 and 22K account for the remaining

includes\t rademark of the manufacturer, standard
e marky> and a date letter to indicate the year of

22y ffices in the United Kingdom: London,

ko ough. Technical services offered by the

Before entering the
containing precious meta

H.7. Spain

According to the Spanish National Institute of Statistics, the number of
precious jewelry producers in Spain increased from approximately 500 in 1982
to approximately 800 in 1983, and it is estimated that two-thirds of total
output is exported. The industry concentrates on medium-priced products
constructed from a variety of materials, which is represented by the fact that
approximately 65 percent of total precious jewelry production is accounted for
by precious-metal jewelry.

H-17
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An estimated 55 percent of the total cost of precious jewelry in Spain is
accounted for by raw materials, and an additional 37 percent is accounted for
by labor. There exists a network of subcontracting services for producers
that accounts for approximately 6 percent of the total cost. According to
official statistics, the total cost of producing precious jewelry increased
35 percent, from 1982 to 1983, in terms of local currency; however, translated
into U.S. dollars, the increase was a slight 3 percent.

Total employment in the precious jewelry industry, according
Spanish National Institute of Statistics, rose 16 percent, from 6,3 orkers
in 1982 to 7,293 workers in 1983. Production workers acco&ﬁtei IR
estimated 70 percent of total employment in 1983. Further,
all employees were devoted to the production of precigug-
1983. Estimated hourly wages in the precious jewel dus
24 percent, from $2.87 in 1982 to $3.57 in 1986.

to world markets
According to

Spain was the ninth largest exporter of pfe
in 1985 and accounted for 2 percent of the tots
official trade statistics, domestic exports of
55 percent, from $74 million in 1982 to $
United States fluctuated during the period
1986, 21 percent of total exports and trip
was the second leading market, receiwving
exports, and the United Kingdom was
10 percent.

Spain be labeled in any way tO isK 2 However, all
precious-metal jewelry ma s i i nst \be marked as to the
precious-metal cont : : : i by stamping the piece with
the appropriate karatage, or i 1 equivalent expressed in parts
per thousand. e common than the former.

Spanish law a i -metal jewelry be stamped with the

laws and requires that all pieces of

: to an "authorized" lab where their

d>be analyzed and the appropriate mark be stamped

Each piece taken to the lab, however, must have the
Some of the "authorized" labs reportedly

cnment labs and others are private that have received Government

authorization to certify precious-metal content.
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Table I-1
Distribution of items purchased in selected world markets, by karatage
Don't
Market 8K 9K . 10K 14K 18K 22K 24K  know
(Percent)

Austria......oeoevveneens 1 1 - 35 17 - 44
FranCe....cooeeseeconsnns - - - - 99 - -
West Germany......coce000 22 3 - 49 7 4 - 15
Ttaly..oveenreenenencnnas - - - - 100 - -
Switzerland.......... cee 1 - - 1 8 - 14
United Kingdom........... 1 37 - - 45
United States........... - - 13 - 4
Canada.....ooo000as0s oo - - 54 3 6 = 3 3
JaPAN. .t cieercessrsonrons - 2 - 4 0 2 6 6
Hong KONg...coovvvvaconns (=2 5 - 82 3

3 1/ 30 1/ 17

Average per market... 1/ 6 1/ 11 1/ ?g\(éf\sf 427 1/
4R
1/ Includes only those markets where i

Source: Gold Jewelry Markets Interna eview, In onal Gold
Corporation, Ltd., March 1985, p.~4






Table J-1
Distribution of items purchased in selected world markets,
by color of gold

Don't
Market Yellow White Mixed know
-------- (Percent)——-————-
Austria........cci00veveveee.. 61 23 4 12
France......ccoeveeeeeseseesss 83 11 6 -
West Germany.........c0o00000.. 78 14 7 !
Italy. i oieirrinnnnncnnnnnnns oo 170 7 2 2
Switzerland........co0c00vuvees 72 16 7
United Kingdom.....oo0veeeeonn 71 4 2
United States........ccco00vee 89 4 4 3
Canada......coe000vevv0e00nees 93 4 2 1
JaPAN. ..ttt etcrscscsrsrnnnees 1/ 1/ <E?b
Hong Kong.....coo00veevvencee. 94 ] 1 =

Average per market..... 79 10 \({:fii\g/ 9

1/ Not available. T

2/ Includes only those markets where information was

available. ; s ‘ ' S )
0
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Table K-1

Assessment of competitive position by U.S. producers, importers, and purchasers, of
domestically produced precious jewelry versus that imported, by types of respondent
and competitive factors

(In percent)

Over- Over-
all Various all Shorter Supplier
Country with advan- Lower price Product Product avaifgiigzlivery rela-
advantage 1/ tage price points quality design ability“time tionship
Producers (g N

Domestic (D)....... 24 11 42 49 42 70
Foreign (F)........ 59 58 28 28 3 4 8

Equal (S8).......... 17 31 29 23 7 22

orters

Domestic (D)....... 41 23 33 26 51 65 36
Foreign (F)........ 40 39 43 53 34 18 32

Equal (S8).......... 19 38 24 1 17 32

J%::;> Purcha

Domestic (D)....... 75 66 67 5 86 93 86
Foreign (F)........ 17 27 S 6 2 2

Equal (S)...... cees . 8 7 <%\ 3 8 5 12

‘ NN AN S
1/ Respondents were asked "DU"¥f the adﬁ§§%¥b product typically enjoyed a
competitive advantag if\the reign(’s -\y enjoyed the advantage, or "S" if
uc ere t ¥ equal in an area.

the domestic and foreign p
Source: Compiled f info ion sub in response to Commission
questionnair

S



Table K-2

Assessment of the overall competitive position by U.S. producers, importers,
and purchasers, of domestically produced precious jewelry versus that
imported, by selected countries

(In percent)

Distribution of responses indicating overall competitive
advantage of U.S.-made precious jewelry versus products
made in--1/

Italy Hong Kong Israel Switzerland Other
Product D F S D F_§ D F S DF/S\%-\DFS
Rings......... 53 34 13 29 57 14 60 21 19 6 <r§ @%« 43 23
Earrings...... 45 40 15 41 49 10 65 18 17 35 50 15
Neckwear...... 19 78 3 36 52 12 46 33 2§§g§§% 36 40 24
Religious

articles.... 48 40 12 61 35 4 65 20 15 75 25 53 29 18
Findings...... 64 25 11 51 43 6 7 7 0 29 64 23 13
Clasps........ 44 37 19 47 37 16 3 17 10 6 9 26 58 23 19

Other jewelry
articles.... 32 54 14 33 57 IQQEN\ 36 g;:iz 20 60 25 37 38

N

1/ Respondents were asked to mark "D f§§§e domestic =§§§§§>typically

enjoyed a competitive advantage, "F h <§oreig @-‘ enjoyed the

advantage, or "S" if the domest : prod3§§§§>epe typically equal in
<

an area.
tte@ iponse to Commission

Source: Compiled from info

questionnaires.

Table K-3

Assessment of il tosupply Pro at various price points by U.S.
producers, importers, and purcha omestically produced precious

jewelry versus that i ted, by\(s d countries

Q:\\ n_percent)

Distributi esponses reflecting the ability to suppiy

Israel Switzerland Other
m® D F S D F_s D F S
52 25 23 30 41 29 65 11 24 65 4 30 33 33 34
48 29 23 41 38 21 67 14 19 67 9 24 31 44 25
25 50 25 34 41 25 62 20 18 65 10 25 31 38 31
Religious
articles.... 51 27 22 56 30 14 68 13 19 74 0 26 45 26 29
Findings...... 57 20 23 49 34 17 70 15 15 63 6 31 61 18 21
Clasps........ 54 22 24 46 40 14 70 15 15 55 17 28 54 25 21
Other jewelry
articles.... 34 43 23 33 53 14 40 50 10 40 20 40 24 41 35

1/ Respondents were asked to mark "D" if the domestic product typically
enjoyed a competitive advantage, "F" if the foreign product enjoyed the
advantage, or "S" if the domestic and foreign products were typically equal in
an area. K-3

Source: Compiled from information submitted in response to Commission
questionnaires.



Table K-4
Assessment of product quality by U.S. producers, importers, and purchasers,

for domestically produced precious jewelry versus that imported, by selected
countries

(In percent)

Distribution of responses indicating an advantage due to
product quality of U.S.-made precious jewelry versus products

made in--1/

Italy Hong Kong Israel Switzerland Other
Product D F S D F s D F § Drs%invg
Rings..... cees 29 46 25 46 28 26 69 8 23 §} 13\30 37 26
Earrings...... 32 45 23 58 21 21 78 8 14 5 I/ 44 22
Neckwear...... 9 78 13 49 28 23 62 19 19 1 37 42 21
Religious

articles.... 31 53 16 78 15 7 78 9 55 8 47 34 19

Findings...... 42 42 16 76 14 10 85 11 4 21 36 64 22 14
Clasps..... . 35 45 20 72 19 9 8 4 4 1 25 61 21 18

Other Jewelry
articles. 18 68 14 52 34 14 36 Qz\e\ 0 M 18 70 12
ON

enjoyed a competitive advantage, "F" oreign pr njoyed the

advantage, or "S" if the domesti ignqgrodu%§§§§§§§> ypically equal in

an area.
itted ﬁse to Commission
’T;§§§:§>importers, and purchasers, for

L‘% that imported, by selected

<\£§§§§§§cent)

1/ Respondents were asked to mark "D" i?nggfdoﬁéstié préﬁ&§§>§§pically
h

Vel

Source: Compiled from informatiosy
questionnaires.

Table K-5
Assessment of pr
domestically pr
countries

Distribution esponses indicating an advantage due to the
product d .S.-made precious jewelry versus products
made in-—
Italy  \\\ Hong Kong Israel Switzerland Other
D B D F S D F_S D F S D F_S
N0
25 58 1 36 44 20 66 8 26 57 4 39 35 44 21
23 59 17 50 37 13 74 9 17 50 10 40 38 47 15
590 5 40 45 15 61 17 22 58 5 37 36 50 14
articles 32 56 12 68 21 11 71 10 19 58 5 37 53 33 14
Findings...... 41 44 15 56 24 20 77 11 12 47 6 47 62 23 15
Clasps........ 28 55 17 52 30 18 77 11 12 35 24 41 58 27 15
Other jewelry
articles.... 24 68 8 43 52 5 36 36 28 20 20 60 23 71 6

1/ Respondents were asked to mark "D" if the domestic product typically
enjoyed a competitive advantage, "F" if the foreign product enjoyed the
advantage, or "S" if the domestic and foreign products were typically equal in
an area.

K-4
Source: Compiled from information submitted in response to Commission
questionnaires.






Table L-1
U.S. producer price indexes for all commodities, miscellaneous products, and
jewelry (platinum and karat gold, and other precious), by quarters, 1982-86

(April-June 1983=100.0)

Jewelry, Other

All commodities, platinum precious
except farm Miscellaneous and karat metal
Period products products old jewelry

1982:
January-March........ 98.9 94.4 .9
April-June........... 98.8 94.7 .8
July-September....... 99.6 95.7 .7
October-December..... 100.0 99.8 .0
1983:
January-March..... “ee 99.9 99.9 .0
April-June........... 100.0 100.0 .0
July-September....... 100.9 4 .2
October-December..... 101.3 1 .2
1984:
January-March........ 102.3 102y 100.1
April-June........... 103.1 102.6 101.0
July-September....... 103.0 3.4 . 101.9
October-December..... 103.0 103, 2 Q§i£9 93.2 101.9
1985:
January-March..... ... 102.8 4 91.6 101.9
April-June........... 103. - < 93.4 102.2
July-September....... 1028 5., 92.4 102.7
October-December..... N: 92.2 102.7
1986:
January-March. ., . 01 . 93.2 103.6
April-June.... . .7 . 93.8 104.4
July-September.\\.... 99,1 107.7 96.4 101.5
Octobeﬁ;gfbember.. .. 9.4 108.0 99.1 102.9
~\
Source: ea f Labor Stati sy U.S. Department of Commerce.



Table L-2

Import price indexes for jewelry and objects of precious and semiprecious
materials, precious jewelry, and for all import commodities (except fuel and
related products), by quarters, 1982-86

(April-June 1983=100.0)

All Jewelry objects

commodities, of precious and ort selling

except fuel and semiprecious pri of precious
Period related products materials (jewe

1982: \ﬁ <:>
January-March....... 1/ 1/ s
April-June.......... 1/ 1/ 102.6
July-September...... 98.3 1 04.9
October-December.... 98.1 1/ 95.6

1983: '
January-March....... 99.1 97.3
April-June....... ... 100.0 00.0
July-September...... 99.6 .3
October-December.... 100.1 94.1 .4

1984:

January-March....... 100.9 . 80.6
April-June.......... 101l.4 . 83.7
July-September..... . 99, 79.7
October-December.... 99. 72.2
1985: .
January-March....... 76.0
April-June.... . 74.5
July-Septembefr Y. . 70.8
October-December.... 65.2

1986:

January 85.7
Apri 79.8
July- 82.1

74.2

<2§f55g§§\e ember. ...
A

3@ abte. ~
ce: ort price iridex of all commodities, except fuel and related

gducts,” and jewelry objects of precious and semiprecious materials provided
he Bureau of Labor Statistics; import selling price index of precious
jewelry calculated from responses to 5 questionnaires of the U.S.
International Trade Commission.




Table L-3
Price indexes of precious metals, refined good, and refined silver, by
quarters, 1982-86 .
(April-June 1983=100.0)
Gold, refined,

Period Precious metals troy ounce Silver, troy ounce
1982:

January-March....... 82.8 85.4

April-June..... oo an 74.8 77.9

July-September...... 84.6 89.2

October-December.. .. 98.4 101.2
1983:

January-March..... .. 109.4 111.2

April-June.......... 100.0 100.0

July-September...... 97.7 97

October-December.... 89.0 91(2
1984:

January-March.......

April-June.........

July-September......
October-December....

1985:
January-March..... . 50.0
April-June.......... 51.9
July-September...... 50.5
October-December.... 50.0
1986: :
January-March.... 48.3
April-June..... 42.5
July-September. 43.7
45.6

s provided by the Bureau of Labor
ided by International Financial Statistics,

L-4
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Table M-1.—Exchange rates 1/: Nominal-exchange-rate equivalents of selected currencies in U.S. dollars, real-
exchange-rate equivalents, and producer price indicators in specified countries, 2/ indexed by quarters,
January 1983-December 1986

France Hong Kong 4/ Israel Italy
Nominal- Real- Nominal- Nominal- Real- Nominal- Real-
exchange- exchange- exchange- exchange- exchange- exchange- exchange-
rate rate rate rate rate rate rate
Period index index 3/ _ index index inde&\:( index index 3/
--US dollars/franc— -US dollars/HK$-  US dollars/sheke —US dollars/lira—
1983:
January-March.......... 100.0 100.0 100.0
April-dune............. 92.2 93.9 96.0
July-September......... 86.5 89.4 91.3
October-December....... 84.3 88.5 90.9
1984:
January-March........ .. 82.9 88.6 90.7
April-Jdune............. 82.7 89.6 91.4
July-September......... 76.9 84.6 86.4
October-December....... 73.6 81.9 84.0
1985:
January-March.......... 69.1 78.4 80.9
April-dune.......eec... 73.2 84.2 84.7
July-September....... .. 19.3 91.9 88.6
October-December....... 87.3 99.2 96.2

92.0 106.4

o Q
January-March.......... 95.5 4.6 2.47
April-dune.......... n 84 6% 2.41 98.4 90.9 110.7
July-September-......... 01.6 6.9 . 2.46 101.7 97.5 118.1
October-December- ...... 4.8 / % 2.46  104.4 100.7 5/
ble.

See footnotes at of tal

QY
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Table M-1.—Exchange rates 1/: Nominal-exchange-rate equivalents of selected currencies in U.S. dollars, real-
exchange-rate equivalents, and producer price indicators in specified countries, 2/ indexed by quarters,
January 1983-December 1986—Continued

Switzerland Thailand United Kingdom West Germany
Nominal- Real- Nominal- Real- Nominal- Real- Nominal- Real-
exchange- exchange- exchange- exchange- exchange- exchange- exchange- exchange-
rate rate rate rate rate rate rate rate
Period index index 3/  index index 3/  index i dex. 3/ index index 3/

—US dollars/franc-—— —US dollars/baht— -—US dollars/mark——

1983:
January-March..... 100.0 100.0 100.0 100.0 100.0 100.0
April-June........ 97.1 97.4 100.0 100.5 .5 97.0
July-September.... 93.8 93.9 100.0 101.3 8.6 91.0
October-December.. 93.4 93.3 100.0 100.9 89.9 89.9
1984:
January-March..... 91.7 91.9 100.0 89.0
April-June........ 89.7 90.1 100.0 88.8
July-September.... 82.6 83.6 100.0 83.0
October-December.. 80.1 81.17 90.0 80.1
1985:
January-March..... 76.0
April-June........ 80.5
July-September.... 87.8
October-December. . 96.0
1986: :
January-March..... 101 106.3
April-dune........ 1 1M11.5
July-September.... 1 119.4
October-Decenb%. 12 122.1
1/ Exchange r
2/ Producer i i \ « adyre flnal product prices—are based on average quarterly mdexes

ts the nominal exchange rate adjusted for the relative economic
ere by the Producer Price Index in the United States and the respective
Producer p;~5 he United States decreased 1.1 percent during the period January 1983

ember’ 1986. In contrast, producer prices in France, Israel, Italy, Switzerland, Thailand, the United
and West Germany increased 13 8 percent, 3,988.0 percent, 21.0 percent, 1.7 percent, 8.6 percent, 20.1
“and 2.3 percent, respectively, during the period of investigation.
iable producer price data for Hong Kong are not available. Therefore, accurate measures of the real value
of the Hong Kong dollar cannot be calculated. Real exchange-rate index data not available.
5/ Data not available.
6/ Data are the latest available as of the final quarter presented above.

re as

Note.—January-March 1983=100.0.

Source: International Monetary Fund, International Financial Statistics, March 1987.
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Table M-1.—Exchange rates 1/: Nominal-exchange-rate equivalents of selected currencies in U.S. dollars, real-
exchange-rate equivalents, and producer price indicators in specified countries, 2/ indexed by quarters,
January 1983-December 1986

France Hong Kong 4/ Israel Italy
Nominal- Real- Nominal- Nominal- Real- Nominal- Real-
exchange- exchange- exchange- exchange- exchange- exchange- exchange—
rate rate rate rate rate rate rate
Period index index 3/ index index indé%i/ index index 3/
—US dollars/franc— -US dollars/HK$- US dollars/shek —US dollars/lira—

1983:
January-March.......... 100.0 100.0 100.0 . . 0.0 100.0
April-June..... ceereena 92.2 93.9 94.1 94.7 96.0
July-September......... 86.5 89.4 87.5 . N 88.9 91.3
October-December....... 84.3 88.5 83.5 86.1 90.9
1984:
January-March.......... 82.9 88.6 84.7 28.10 94.6 84.2 90.7
April-dune............. 82.7 89.6 84.5 9.08 93.5 83.5 91.4
July-September......... 76.9 84.6 84. 1.79 71.8 86.4
Octaber-December-. ... 73.6 81.9 84.4 .81 @ 74.0 84.0
1985:
January-March.......... . . . . 69.2 80.9
April-dune.......ceevuee 71.0 84.7
July-September......... 73.8 88.6
October-December....... 79.9 96.2
1986:
January-March.......... 87.6 106.4
April-dune.......... 90.9 110.7
July-September......... 97.5 118.1
October-December....... 100.7 S5/
See footnotes at of table.

N
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Table M-1.—Exchange rates 1/: Nominal-exchange-rate equivalents of selected currencies in U.S. dollars, real-
exchange-rate equivalents, and producer price indicators in specified countries, 2/ indexed by quarters,
January 1983-December 1986—Continued

Switzerland Thailand United Kingdom West Germany
Nominal- Real- Nominal- Real- Nominal- Real- Nominal- Real-
exchange- exchange- exchange- exchange- exchange- exchange- exchange- exchange-
rate rate rate rate rate rat rate rate
Period index index 3/ index_ index 3/ index index index index 3/
—US dollars/franc— —US dollars/baht— US dollars/petind -—US dollars/mark-—
<&
1983:
January-March..... 100.0 100.0 100.0 100.0 10050 .0 100.0
April-Jdune........ 97.1 97.4 100.0 100.5 .5 10 96.9 97.0
July-September.... 93.8 93.9 100.0 101.3 . 91.1 91.0
October-December.. 93.4 93.3 100.0 100.9 95. 1 89.9 89.9
1984:
January-March..... 91.7 91.9 100.0 96. 93.6 96.4 89.1 89.0
April-June........ 89.7 90.1 100.0 95.1 2 4 88.9 88.8
July-September.... 82.6 83.6 100.0 95.0 . 82.5 83.0
October-December.. 80.1 81.17 90.0 1 19.4 8 78.9 80.1
s Q
January-March..... 73.1 79.4 13.9 76.0
April-June........ 11.7 91.2 78.0 80.5
July-September.... 85.9 101.1 84.5 87.8
October-December.. 94.4 105.8 93.2 96.0
1986:
January-March..... 10 109.2 102.6 106.3
April-June........ 118.5 107.2 11.5
July-September.... 119\4 118.0 115.5 119.4
1M13.36/  119.9 122.1

October—Deceffgai;> 121.

1/ Exchange rat
2/ Produce i

i) the United States decreased 1.1 percent during the period January 1983
In contrast, producer prices in France, Israel, Italy, Switzerland, Thailand, the United
nd West Germany increased 13.8 percent, 3,988.0 percent, 21.0 percent, 1.7 percent, 8.6 percent, 20.1
percent N\and 2.3 percent, respectively, during the period of investigation.
4/ Reliable producer price data for Hong Kong are not available. Therefore, accurate measures of the real value
of the Hong Kong dollar cannot be calculated. Real exchange-rate index data not available.
5/ Data not available.
6/ Data are the latest available as of the final quarter presented above.

Note.--January-March 1983=100.0.

Source: International Monetary Fund, International Financial Statistics, March 1987.
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‘TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1987)

SCHEDULE 7. - SPECIF If.rg,,sgbnucrs; MISCELIANEOUS AND NONENUMERATED PRODUCTS
d Re

Part 6. - Jewelrv a

lated Articles; Cameos; Natural, Qultured, and

Imitation Pearls; Imitation Gemstones; Beads and Articles of Beads

Page 7-43

7 -0 -4

Stat. Units Rates of Duty
Item |Suf- Articles of
fix Quantity Special 2

PART 6. - JEWELRY AND RELATED ARTICLES;
CAMEOS ; NATURAL, CULTURED,
AND IMITATION PEARLS; IMITATION
GEMSTONES; BEADS AND ARTICLES
OF BEADS

Subpart A. - Jewelry and Related Articles

Subpart A headnotes:

1. This subpart covers jewelry and other objects
of personal adornment, small articles ordinarily
carried in the pocket, in the handbag, or on the
person for mere personal convenience, certain religious
articles, and certain parts and materials. This sub-
part does not cover --

(i) luggage {(see part 1D of this
schedule),

(ii) watches (see part 2E of this
schedule),

(iii) brushes (see part B8A of this
schedule),

(iv) cigar or cigarette lighters or

articles in which cigar or
cigarette lighters are incorporat
as integral parts (see part 9B of
this schedule),

(v) pens or pencils (see part 10 Of
this schedule),

(vi) hand fans (see part 13
schedule), or

2. For the purpqg
(a) the term
personal adornment"

police, or
ment 8
and dress

not Jinclude --
i)Y gfticles described
(b) of this subpart,
religious articles of a purely
devotional character, or

(iii) textile "motifs" as defined in
headnote 2(a) of part 4B of
schedule 3; and

n headnote

D)

N-2




Page 7

7 -6
740.05

-94

- A

N-3
TAguFF SCHEDULES OF THE UNITED STATES ANNOTATED (1987)

SCHEDULE 7. - SPECIFIED PRODUCTS; MISCELIANEOQUS AND NONENWERATED PRODUCTS
Part 6. - Jewelry and Related Articles; Cameos; Natural , Qultured, and
Imitation Pearls; Imitation Gemstones:; Beads and Articles ot Beads

- 740.20

Item

Stat,
Suf-
fix

Articles

Units
of

Rates of Duty

Quantity

Special

740.05

740
740N]
740.1
740.14
.15
740.20

)

(b) the term "small articles ordinarily carried
in the pocket, in the handbag, or on the person for
mere personal convenience" (items 740.05 through
740.15) includes cigar and cigarette cases and holders,
spectacle cases, coin purses, card cases, powder
boxes, pocket combs, lipstick holders, money clips,
and similar articles ordinarily carried in the
pocket, in the handbag, or on the person for mere
personal convenience, but does not include --

(i) articles described in headnote
2(a) of this subpart;,
(ii) religious articles of a purely .
devotional character.

3. Items 740.30 through 740.38 cover articles
described in headnote 2(a) of this subpart, except
buttons, buckles, and slides, and hair ornaments (see
parts 7A and 8A of this schedule).

4. Small articles ordinarily carried in the
pocket, in the handbag, or on the person for mere
personal convenience, which are not covered by the
provisions of items 740.05 through 740.15, are

provided for elsewhere in the schedules (e.g., sée
parts 1D, 8A, and 9B of this schedule).
5. The term "mixed link" in item 740.12
chain composed of two or more styles or p

small articles ordj
the handbag, or om

convenience, all the i parts t

here:

scluding rolled si
8 per dozen pieces

Other....oovieencessocsoosoasesceasnse
Other....ccvveeeeratoseersossesnssosoncans
Other..coceeereecesnsssosescssscosssnsssososanns
ecklaces, valued not over 30 cents per dozen, composed
olly of plastic shapes mounted on fiber string........

). QRPN
Xeveonan
). QU
Xiveoans

). U

Doz.....

27.5% ad

6.5% ad
6.5% ad
6.5% ad
6.5%2 ad
6.5% ad

Free

val.

val.
val.
val.
val.
val.

1

Free (A,E,I)

Free (A*,E)
Free (A*,E)
Free (A* E)
Free (A*,E,I)
Free (A*,E,I)

110X ad val.

80% ad val.
80% ad val.
802 ad val.
80% ad val.
802 ad val.

Free
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1987

SCHEDULE 7. - SPECIFIEL PRODUCTS: MISCELLANEOUS AND NONENWMERATED PRODUCTS
' Part 6. - Jewelrv and Related Articles; Cameos:; Natural, Cultured, and
Imitation Pearls: Izitation Gemstones; Beads and Articles of Beads

Page 7-95

7 -6 -A, B
740,30 - 741010

Item

Stat .|
Suf-
fix

Articles

Units
of
Quant;ty

Rates of Duty

Special

740.30

740.34
740.35
740.38

740.50

740.55

740.60

‘II 740.70

740.75

740.80

741.05
741.06

741.10

00

00
00
00

00

00

00

00

00

00

00

Jewelry and other objects of personal adormment not
provided for in the foregoing provisions of this
part (except articles excluded by headnote 3 of
this subpart), and parts thereof: : )

Valued not over 20 cents per dozen pieces or

T T

Valued over 20 cents per dozen pieces or parts:
Watch bracelets:
Valued not over $5 per dozen.............
Valued over $5 per .dozef....ciuievacannnns

Other..iceeenorononvenesnosscsssnsoncsscnasnons

Religious articles of a purely devotional character
designed to be worn on apparel or carried on or
about or attached to the person:
Rosaries and chaplets......c.oeueececcencncsccncnnes
Crucifixes and medals:
Of precious metals (inciuding rolled
precious metals)........ seseecesesnsasenoan

duced in continuous lengths, all the foregoing,
whether or not cut to specific lengths and wheth
or not set with imitation pearls or imitat?
stones, of metal or of metal and such pearl
gemstones, suitable for use in the manufac
articles provided for in this subpart:
Of precious metals (including rolfe
Detals)..iireeiesennannnnss R A

Other: )
Valued not over 30

hedules, the
s, plastics,
uitable for use

emstones; synthetic gemstones, reconstructed
natural gemstones, or imitaticn pearls.

Natural or cultured pearls an3i parts thereof, drilled
or not drilled, but not strung :except temporarily)
and not set:
Natural...oovivneiiniinnenenrnenenns PN
Cultured....... ceeecedecesiaanns cssesescesenanes e

Imitation pearls and imitation Fe2arl beads of all
shapes and colors, drilled or ro: drilled, but

not strung (except temporarily: and not set.......eeoa.n

). CUNPIPINN

Doz.....
Doz.....
) S

7.22 ad val.

8% ad val.

112 ad val.

cres

% ad val.

2,17 ad val.

Free (A,E;I)

Free (A,E,I)

F (A,E,I)

Free (A,E)

Free (A,E)
3.2% ad
val.(I)
Free (A,E,I1)

Free (A,E,I)

Free (A,E)
3.2% ad
val.(I)

452

1102 ad val.
1102 ad val.
1102 ad val.

50%

Q
w
&e

45%

80%

80%

110% ad val.

10%
102

602

ad val.

ad val,

ad val.

ad val.

ad val.

ad val.

ad val.
ad val,

ad val.
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1 987)

SCHEDULE 7.

Part 7. - Buttons, Buckles,

- SPECIFIED PRODUCTS; MISCELIANEOUS AND NONENWERATED PRODUCTS
Pins, and Other Fastening Devices;

Artificial and Preserved Flowers and Foliage; Millinery

Ornaments;

Trimmings; and Feather Products

Page 7-99

7-7 -A,
74560-74580

Stat. Units Rates of Duty
Item |Suf- Articles of
fix Quantity 1 Special 2
745.60 | 00 | Hooks and €YeS....ceeeescessnssssssscsvesscsscsscncsncsses J[LBeveess | 1¢ per 1b. Free (A,E,1) 4.5¢ per 1b.
(including (including
weight of weight of
cards, cartons, cards, cartomns,
and immediate and immediate
wrappings and wrappings and
labels) + labels) + 25%
5.82 ad val. ad val.
Clasps, handbag and similar frames incorporating Q
clasps, and snap fasteners; all the foregoing and
parts thereof:
Valued not over 20 cents per dozen pieces or
parts:
Sew-on fasteners, and parts thereof:
745.61 00 Of plastics, in clips suitable for
use in a mechanical attaching de-
VICe civeeicercenoncnsocccsaccscacsssnacs [Xeveooao 4% ad 60% ad val.
val.(1)
Free (E)
745.62 | 00 Other..cceeceveceeccecescecsssccanscaanns 112 ad val. 4.4% ad 60% ad val.
val.(1)
ee (A,E)
745.65 ] 00 OLher.coeeeeesesoncrncaccnsssacscscnsonsecdNes 6.9 val. (A,E,I) 60% ad val.
Valued over 20 cents per dozen pieces or parts:
For jewelry and other objects of personal % @
adornment :
745.66 | 00 Of precious metal except silver
(including rolled precious o
except silver)....cceeceeeas 6.5% val) Free (A,E,I) 80% ad val.
745.617 Other...ccceecevosescccanee ad 4.4 ad 1102 ad val.
Q S val (1)
Free (A,E)
20
40
745.68 | 00 932 ad val. Free (A,E,I) 65% ad val.
Slide fasteners, and parts
continuous lengths b
textile fibers:
Fasteners:
745.70 | 00 MNO s evee | 15X ad val. Free (A*,E,I) 66% ad val.
745.72 | 00 No..oose | 15% ad val. Free (E,I) 662 ad val.
745.74 cresseee |23% ad val. Free (E,I) 66% ad val.
- 50 M.
90 X
745.80 | 00 7
Canadian articl
quipment (see part 6B,
cesccccscscsese fXiciaoos | Free
Q eserved Flowers
- linery Ornaments ;
Trimmlngs Feather Products
Subpart B headnotes:
1. The provisions of items 748.20 and 748.21 do
mot include --
(i) articles wholly or almost wholly --
of glass or ceramics;
N-5
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Table 0-1
Precious jewelry: Staged reductions in U.S. rates of duty, by TSUS item, 1980-87

(Percent ad valorem)

Staged col. 1 rate of duty effective with respect to
TSUS item articles entered on or after Jan. 1-- 2/

No. 1/ Description 1980 1981 1982 1983 1984 1985 1986 1987

Jewelry and other objects of personal adornment,
and small articles ordinarily carried in the
handbag, or on the person for mere personal
convenience, all the foregoing, and parts
thereof, of precious metal (including rolled

<&
precious metal), of precious stones, of
natural pearls, of precious metal (including
rolled precious metal) set with semiprecious

stones, cameos, in taglios, amber or coral,
or of any combination of the foregoing:
Necklaces and neckchains, almost wholly of

gold:
740.11A% 3o T .6 7.9 7.2 6.5
740. 12A* Mixed TinK...ooieiiiiniininienennrennnennns .6 1.9 1.2 6.5
740. 13A* 0 1) o RN .6 1.9 1.2 6.5
740. 14A% 04 1] o .6 1.9 1.2 6.5
740. 15A* 1012 1 - o f .6 1.9 1.2 6.5
Religious articles of a purely devotio
ter designed to be worn on apparel
on or about or attached to the pe
Crucifixes and medals:
740.55A Of precious metal (including p G
metal).....oovvniinnnnnfe RAVRY . 12.7 11,4 10.2 9 1.8

Rope, curb, cable, chain,
produced in conti

740.70A
12 10.8 9.5 8.3 1
For jewelry and other objects of personal
adornment :
745.66A Of precious metal except silver (including
rolled precious metal except silver)..... 11.3 10.6 9.9 9.3 8.6 7.9 1.2 6.5
745.67 (pt)A Of STIVE .. iiiieiiineeriienennnnnnnecnnns 25.4 23.4 21.3 19.3 17.2 15.1 13.17 N

1/ The designation "A" means that all beneficiary developing countries are eligible for the Generalized System of
Preferences (GSP). "Ax" indicates that certain of these beneficiary developing countries, specified in general
headnote 3(e) of the Tariff Schedules of the United States Annotated, are not eligible for the GSP.

2/ Rate negotiated in the Tokyo Round of the Multilateral Trade Negotiations, to be achieved through 8 annual
reductions, with the final reduction to be effective Jan. 1, 1987.

Source: Federal Register, vol. 44, No. 241, Dec. 13, 1979, p. 72524-5.
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CHAPTER 71

NATURAL CR CULTURED PEARLS, PRECIOUS
OR SEMIFRECIOUS STONES, PRECIOUS METALS,
METALS CLAD WITH PRECIQUS METAL,
AND ARTICLES THEREOF;
IMITATION JEWELRY; COIN

Notes

1.

Subject to note 1(a) to section VI and except as provided below, all articles consisting wholly or partly:

(a) Of natural or cultured pearls or of precious or semiprecious stones (natural, synthetic of reconstructed), or

(b) Of precious metal or of metal clad with precious metal,
are to be classified in this chapter. Q
(a) Headings 7113, 7114 and 7115 do not cover articles in which precious metal or metal

as minor constituents only, such as minor fittings or minor ornamentation (for exafm
and paragraph (b) of the foregoing note does not apply to such articles.

metal is present
ferrules and rims),

(b) Heading 7116 does not cover articles containing precious metal or meta 2 metal (other than as minor
constituents).

This chapter does not cover:

(a) Amalgams of precious metal or colloidal precious metal (heading

(b) Sterile surgical suture materials, dental fillings or other goods\of

(¢) Articles of chapter 32 (for example, lustres); ‘ §

(d) Handbags or other: articles of heading 4202 of articles ea

(e) Acticles of heading 4303 or 4304 B

(£) Goods of section XI (textiles and textile articl

(8)

(h)

(i3)

<
@powdor of precious or semiprecious stones

precious or semiprecious stones (naturai,
ectrical goods, or parts thereof, of section XVI.
ous stones (natural, synthetic or reconstructed)
es and diamonds for styli (heading 8522);

“(k)
(@8]
(m)
(n) gS 9601 to 9606 or 9615; or

(o) ), collectors’ pieces (heading S705) or antiques of an age exceeding one

al or cultured pearls or precious or semiprecious stones.

P-2



P-3
TARIFF SCHEDULE OF THE UNITED STATES ANNOTATED

(Converted to the Harmonized System and reflecting final MIN concession rates of duty)

5. For the purposes of this chapter, any alloy (including a sintered mixture and an inter-metallic compound) containing
precious metal is to be treated as an alloy of precious metal if any one precious metal constitutes as much as 2 percent,
by weight, of the alloy. Alloys of precious metal are to be classified according to the following rules:

(a) An alloy containing 2 percent or more, by weight, of platinum is to be treated as an alloy of platinum;

(b) An alloy containing 2 percent or more, by weight, of gold but no platinum, or less €£han 2 percent, by weight, of

platinum, is to be treated as an alloy of gold;

(c) Other alloys containing 2 percent or more, by weight, of silver are to be treated a

or to any particular

6. Except where the context otherwise requires, any reference in the tariff s«:heduf;> to p
metal in accordance

precious metal includes a reference to alloys treated as alloys of precious metal
with the rules in note 5 above, but not to metal clad with precious metal or to
with precious metal.

7. Throughout the tariff schedule the expression "metal clad with preci
upon one or more surfaces of which there is affixed by soldering, bra
a covering of precious metal. Except where the context otherwise requites,
with precious metal.

ding, -rolMing or similar mechanical means
also covers base metal inlaid

8. For the purposes of heading 7113, the expression "articles of @g means :

(a) Any small objects of personal adornment (gem-set or not) (Xo

earrings, watch chains, fobs, pendants, tie pins, ff link uds, reli or other medals and insignia); and
(b) Articles of personal use of a kind nommally carried the pocket n/the h the person (such as cigarette
cases, powder boxes, chain purses or pill boxes)
9. For the purposes of heading 7114, the expressigy "a ~ of goldsmiths’ m@u s’ wares” includes such articles as

ornaments, tableware, Loxlot*ware, smokers’ ar &‘L articles o ouse‘h@/ office or religious use.

10. For the purposes of heading 7117, the expressi tatio ’ es of jewelry within the meaning of
paragraph (a) of note 8 above (but not inclading buttons or—other arf eadrg 9606, or dress cambs, hair slides or
the like, and hairpins, of heading 9615), n ating nat.u d pearls, precious or semiprecious stones
(natural, synthetic or reconstructed) BXCE ating or z%

precious metal

stituents) precious metal or metal clad with

Subheading Notes

1. For the fmrposes of s
powder form" mean pr

~21, 7110.31 and 7110.41, the expressions "powder" and "in
t passes through a sieve having a mesh aperture of 0.5 mm.

es of subheadings 7110.11 and 7110.19, the expression "platinum"”
thenium.

f heading 7110, each alloy is to be classified with that metal,
enium, which predominates by weight over each other of these metals.

the context otherwise requires:

métals, whether or not refined, in the form of ingots, blocks, lumps, billets, cakes,
riquettes, cubes, sticks, grains, sponge, pellets, shot and similar manufactured

cathodes, anodes,
s, but does not cover rolled, forged, drawn or extruded products, tubular products or cast or sintered
foms which havo been machined or procosscd otherwise than by simple trimming, scalping or descaling;

(b) term "semimanufactured” refers to wrought metal products in the form of bars, rods, sections, plates, sheets,
trips, wire, tubes, pipes and hollow bars, and to powder (other than primary metals in powder form);

(c) The term "waste and scrap" refers to materials and articles of metals N“J.Ch are seccnd-hand or waste or refuse, or are
obsolete, defective or damaged, and which are fit only for the recovery of the metal cocntent or for use in the
mmufact.ure of chemicals, and does not include metals in unwrought :‘om or metal-bearing materials provided for in
heading 2616.

2. Coin provided for in heading 7118 which is currently in circulation in any country and is imported for monetary purposes
shall be admitted without formal customs consumption entry or the payment of duty. This does not affect any requirements
under other provisions of law to the effect that transfers of coin into or through the United States, in an amount
exceeding $5,000 on any one occasion, shall be reported as described therein.

P-3
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TARIFF SCHEDULE OF THE UNITED STATES ANNOTATED
(Converted to the Harmonized System and reflecting final MIN concession rates of duty)

Heading

Stat.
Sug-
fix

Article Description

Units
of

Quantity

A

Rates of Duty

General

Special

7113

7113.11
7113.11.10

7113.11.20

7113.11.50|

7113.19

7113.19.10

7113.18.21
7113.19.25
7113.19.29
7113,19.30
7113.19.50
7113.20

7113.20.10

00

00

Q0

00

00
00
00
00
00

b

III. JEWELRY, GOLDSMITHS’ AND SILVERSMITHS’
WARES AND OTHER ARTICLES

Articles of jewelry and parts thereof, of
precious metal or of metal clad with precious
metal:
Of precious metal whether or not plated
or clad with precious metal:
Of silver, whether or not plated or
clad with other precious metal:
Rope, curb, cable, chain and
similar articles produced in
continuous lengths, all the
foregoing, whether or not cut
to specific lengths and whether
or not set with imitation pearls
or imitation gemstones, suitable
for use in the manufacture of
articles provided for in this

heading........oovvvevnenenenennnns $ .......

Other:
Valued not over $18 per dozen
pieces or parts.....

Other.........ovovuuuean

Of other precious metal, whether or

not plated or clad with precious
metal:

Rope, curb, cable,

continuous lengths,
foregoing, whethe

to specific leng
or not set wi
or imitation ge
for use
articles

Of 'base metal clad wifd
Rope, curb, cahle
articles prd

ot cut 3 engths and whether
eB\Y ‘ ritation pearls or
nes, suitable for use

<&

@

>

27.5
6.5%

3

D

Free

Free
Free
Free
Free
Free

Free

Free (A,E)

Free (A,E)
Free (A,E)

(A,E)

(AE)
(A,E)
(AE)
(AE)
(A,E)

(AE)

P-4

802

1102
802

802

802

80%
807
802
802

802
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TARIFF SCHEDULE OF THE UNITED STATES ANNOTATED
(Converted to the Harmomized System and reflecting finai MIN concession rates of duty)

_ 71-7
Stat. Units Rates of Duty
Heading Suf- Article Description of l
. fix Quantity General Special 2
7113 (con.) Articles of jewelry and parts thereof, of
precious metal or of metal clad with precious
metal (con.):
7113.20 Of base metal clad with precious metal (con.):
(con.)
Other:
Necklaces and neck chains, of gold:
7113.20.21 | 00 Rope............ RN P D AN 6.52 807
7113.20.25| 00 Mixed link...........covunvunnn ). SR 6.52 802
7113.20.28 | 00 Other............oevvvnnne PR D S 6 807
7113.20.30 | 00 Clasps and parts thereof............ D U 6. 802
7113.20.50 | o0 Other.......cooviiiiiiiiieiiennnn, Xo..o.... 6.5 807
7114 Articles of goldsmiths’ or silversmiths’ wares
and parts thereof, of precious metal or of
metal clad with precious metal:
Of precious metal whether or not plated or
clad with precious metal:
7114.,11 Of silver, whether or not plated
or clad with other precious metal:
7114.11.10 00 Knives with silver handles......... Free {A,E) 16¢ each +
452
7114.11.20| 00 Forks with silver handles..... Free (A,E) 16¢ each +
452
Spoons and ladles:
7114.11.30} 00 With sterling silver han Free (A,E) | 652
7114.11,40| 00 Other............... Free (A,E) 652
7114.11.45] 00 Sets of the foregoing
include two or more kniv
spoons or ladles.. Free (E) 65%
Articles not e
d, ta
7114,11.50f 00 Free (A,E) 652
7114.11.60| 00 Free (A,E) 652
7114.11.70) 00 Free (A,E) 652
7114.18.00f o00
Free (A,E) 652
7114.20.00 Free (A,E) 652
40
)
cla s modalt
Catalysts in \bhe
grill, of pla e e, AUUUUE P SR K- Free (A,E) 652
Other: : )
Of goid, including metal clad with
- 2= - D U 7.82 Free (A,E) 1102
Of silver, including metal clad with
S1lVer. ... iiiieirnnirannnan A b S -7 Free (A,E) 652
7115.80.50| 00 Other...... Ceteteeaientenecttenteanrnan . ceesee. |82 Free (A,E) 652

P-5
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TARIFF SCHEDULE OF THE UNITED STATES ANNOTATED
(Converted to the Harmonized System and reflecting final MIN concession rates of duty)

21-8 —
Stat. Units |_____ Rates of Dut
Heading Suf- Article Description of l
fix Quantity General Special
7116 ° Articles of natural or cultured pearls, precious
or semiprecious stones (natural, synthetic or
reconstructed):
7116.10 Of natural or cultured pearls:
7116.10.10 | o0 Natural.......ooeitunrnnrencoenanccnonans Xooooon, 6.5% Free (A,E) 802
7116.10.20 | 00 Cultured........covvivevenrorneneensncnns Xovooun, 112 ree (A,E) 1102
7116.20 Of precious or semiprecious stones
(natural, synthetic or reconstructed):
7116.20.10{ QO Articles of jewelry............cc0o0vuunnn Xoooooo 802
Other:
7116.20.20 | Q0 Of semiprecious stones (except
rock crystal).......coiiiieinnnnnnns Xoooo.n. 502
7116.20.50| 00 Other.....ooviviverirnenceeeonnanans b S 502
7117 Imitation jewelry:
Of base metal, whether or not plated with
precious metal:
7117.11.00| 00 Cuff lirks and studs...........o000venues Xooonon. 112 Free (A,E) 1102
7117.18 Other:
Rope, curb, cable, chain and
similar articles produced in con-
tinuous lengths, all the foregoing,
whether or not cut to specific
lengths and whether or not set
with imitation pearls or imitati
gamstones, suitable for use in the
manufacture of articles prov.
7117.19.10} 00 :
Free (A,E) 80%
7117.19.20 00
Free (A,E) 1102
7117.19.30§ c©O
Free (A,E) 452
7117.19.50f 00 Free (A,E) 1102
7117.90
7117.90.10| 00
Free
7117.90.20 0< Free (A,E) : 50%
7117.80.30 Free (A,E) 452
7117, 0
Free (A,E) 452
7117.90. Valued over 20 cents per dozen
pieces or parts............c0.... PR D SR 112 Free (A,E) 1102
Pi6
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Although the United States and Canada use their own trade classification
systems for purposes of statistical reporting and analysis, most countries use
the Customs Cooperation Council Nomenclature (CCCN), also known as the
Brussels Tariff Nomenclature (BTN), as the basis for tariff classifications.
Still other countries use the Standard International Trade Classification
(SITC). Under the CCCN, precious jewelry is classified under items 71.12 and
71.15(pt). However, the specific level of detail varies from country to
country. This results in some countries classification scheme providing
greater detail than others. Most countries under the CCCN scheme specifically
provide for jewelry made of silver, other precious metals, and\rolled metals,
and other countries do not. A discussion of the customs treatme accorded
U.S. exports in selected foreign precious-jewelry markeEg}fo W

Q0.1. Switzerland

Switzerland assesses duty on imported goods undeg\either a general or
preferential tariff. The preferential rates include p isioris for bilateral
trade with European Community (EC) members, vopean Free TIrade Association
(EFTA) members, Spain, and developing nation Most provisions allow for

duty-exempt status for certain products; howe uced r s apply to some
products. Switzerland assesses import ies based/gn a ic rate per
kilogram of gross weight 1/ instead of an basi ddition to
the duty, a turnover tax of 9.3 perc vied o iw§::§ precious jewelry

unless a wholesale declaration i d. In cergiéég ses, when the

importer plans to consume the goo i a tax o percent is levied on

i y and has ratified the
o <%recious Metals." 2/
es not subjected to further
orts of precious jewelry

precious jewelry imports. Swi
"Convention on the Control and
Precious jewelry from conv i
assaying or hallmarking jin
into Switzerland are r -metal content mark and a

registered identi rer. Imports of watches and
watch cases must i ecial mark that shows that the
product is of for i

.

te of duty under the Multilateral
Swiss imports of U.S. precious jewelry

: Pbrance, West Germany, and Italy were all among the
s for U.S. precious jewelry exports in 1986. For statistical
ting and analysis, each country uses a separate classification system.
Howeves, for simplification, tariff information on the EC is presented
herein. The EC has established several tariff treatment schemes depending on
the country, or country grouping, of origin. These tariff treatment schemes
include the Common Customs Tariff (CCT), applicable to all MFN countries;
Generalized System of Preferences (GSP), applicable to designated developing
countries; Preferential Tariff, applicable to nations with historical ties,
such as the European Free Trade Area, Mediterranean nations, and signatories
of the Lome Convention; and Communist Countries that receive CCT rates under
special arrangements.

1/ One kilogram equals 2.2 pounds. Q-2
2/ For further information, see ch. 9.
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Table Q-1
Precious jewelry: Current 1987 rates of duty in Switzerland applicable to
U.S. imports

(Per 100 kilograms of gross)

Current 1987 negotiated

Classification Product description rate of duty
71.12 JeWelrY. i vvi ittt eetroetoneoennns

71.12.10 of silver....... chee et

71.12.20 of gold or platlnum ............. S

71.12.30 Of rolled precious metal..........

71.15 Articles consisting of or ing or

ting pearls and precioug
semi-precious stones

71.15.12 Other. ... iiiiiiinieefiadenensaaad 33 Francs

All EC member countries are req e;\t§;;;§> n duty rate to
all third-country imports; howeve 0 ties are n goods traded
between member countries. Mogt E tr s als alue—added tax (VAT)
on all products, whether impo 1ca11 . The VAT is

administered by individual d in major precious
jewelry markets include 15 (pe the K&ngdom, 33.3 percent in
France, 14 percent in We nd 18(pe in Italy.

There are no s e s for precious jewelry imported

into the EC. : : ional standards that are specific
to each intendée 0 ous jewelry into France are
prohibited wit igin legibly and indelibly applied in

French, i d and stamped by a Government office
ele { ibution. Although West Germany has no
°~;<60untry of origin, manufactures of precious
Q he name of the manufacturer; composition of
etal content. and country of origin. The United

g of A hf 35\of Precious Metals". 1/ Imported precious jewelry
atory count ¥31515 not subject to further assaying or hallmarking.

1/ Ibid.
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Marking requirements for selected EC markets are as follows:

Market

France....

The product description, tariff<§§§§§

precious jewelry are listed in

rates of duty negotiated under the§g§§§§2>

Table Q-2

Precious jewelry: Curr

ooooooooo

imports
/4:::7<§K\ alorem)
Current 1987 negotiated
Classification rate of duty
71.12 y and parts
precious metal or
écious metal:
A2 AN NN OfKprecious metal........covevvunn 3.5
.......... 5.8
<i:::> 5 dles consisting of, or incor-
porating, pearls or precious or
semi-precious stones (natural,
synthetic, or reconstructed):
Articles consisting of, or incor-
porating pearls:
71.15 AII Other...iietiiiitirieeeerenennens 4.9
Articles consisting of, or incor-
porating, precious or semi-pre-
cious stones (natural synthetic
or reconstructed):
71.15 BIb Other. ... viviieriineeeannnnnnns 5.1

Marking required

Obligatory markings of country of
origin, precious-metal content, the
process of manufacture, and hallmark.
Manufacturer's mark, country of
origin, process of manufact , and
precious-metal content. 1/
Markings of the manufacture
precious-metal content
Obligatory markings of

<
Qas
5 of ‘r. i he EC applicable to U.S.
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Q.3. Hong Kong

Hong Kong is a free port where most imported articles enter duty free.
There are no commodity or other taxes levied against imports, and country of
origin markings on imported articles are generally not required. Since Hong
Kong is a major market for U.S. precious jewelry, the classifications and
descriptions are listed below.

Classification Product description

897.311....000tiernnnnnn Jade jewelry, pre
897.312. .. iiiiininnnnnn Jewelry, precious
(excluding jade j

897.313. ... iicieirnnnnnn
Q.4. Japan
The Japanese Customs Tariff schedules'p je for ¢ ification and rates
of duty applied to imports into Jap port sessed duty at
various rates outlined in the sched ntyy of origin.
Specific tariff treatments include 3 ATT tariff, a
preferential tariff, and a temporax : T ate of duty applied to

imports from the United States"is the porary rate and the GATT
rate applicable to the par : ' . addition to the duty on U.S.
precious jewelry imports, ommodity tax levied. Imports
ef) GATT require a certificate of

markings as to precious-metal
duct description, tariff item

s
Final 198 f duty negotiated under the MIN
orts . recious jewelry are listed in
S

iff Act provides for the classification and rates
rts into Canada. Such imports are assessed duty at

origin. Articles of
content and pr
numbers, and rrent
applicable to\ Japanes
table Q-3.

AR3

ountries with which Canada does not have tariff arrangements; a
most-favored-nation tariff, which applies to U.S. goods; a general
préferential tariff, applicable to designated developing countries; a British
Preferential Tariff, applicable to certain British countries, colonies,
protectorates, territories, or trustees; and a United Kingdom or Ireland
Tariff. In addition to duties, a 1l0-percent excise tax is assessed on all
jewelry articles except religious jewelry. Under the Precious Metal Markings
Act, all imported articles made of precious metals must be examined by
Canadian customs to verify that the quality mark meets the standards of the
Canadian market. The accepted quality marks on articles of gold include
"Karat," "Carat," "Kt,"” "Ct,” "K," "C," or the decimal equivalent, to which
the word "Gold" or "Or" is added. On articles of silver, acceptable markings
include "Silver," "Sterling Silver," "Sterling," "Argent Sterling,"” "55_ nt,"
or any abbreviation of these marks, or the decimal equivalent which is*0.925.
On gold filled or rolled gold plate articles, other than watch cases, the
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Table Q-3
Precious jewelry: Current 1987 rates of duty in Japan applicable to U.S.
imports

(In percent ad valorem)

Current 1987 negotiated

Classification Product description rate of duty
71.12 Articles of jewelry and parts
thereof, of precious metal or
rolled precious metal:
71.12.0101 Made of, or combined with, silver S ég;%iii§z>
or platinum group metals........ 7.8.1
71.12.0102 Other.......... Ceeeeaans e . 2
71.12.021 Chains for watches, spectacle .

pince-nez, and other
ornamental gold chains worn
the person of gold;

Other:
71.12.022 Of gold, value of th f
’ gold being not less %
of the total e,
71.12.023 Combined or trimmed with gold,

value of th

71.12.090
71.15

71.15.291

..Q.('\.. ooooooooooooo .

“3s currently in effect for imported

nt is currently in effect for imported

old Filled," "G.F.," "Double 4'Or,” "Rolled Gold
d'Or Lamine," and also require a Karat mark, or the
ent designation may be used. On watch cases, the quality

ing of "Gold Filled," "G.F.," "Double d'Or,” "Rolled Gold Plate,” R.G.P.,"
aque d'Or Lamine" are acceptable. A karat mark must be used in
connection with the quality mark. Quality marks can be directly applied to
gold filled or rolled gold jewelry but it is not compulsory. Any item that
has a quality mark must also have a registered trademark. The trademark must
be stamped, branded, engraved, or imprinted upon the article and should be
applied in the same manner as the quality mark, which must be as indelible and
permanent as the article will permit. The product description, tariff item
numbers, and current and final 1987 rates of duty negotiated under the MTN

applicable to Canadian imports of U.S. precious jewelry are listed in
table Q-4.
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Table Q-4
Precious jewelry: Current 1987 rates of duty in Canada applicable to U.S.
imports ’

(In percent ad valorem)

Current 1987 negotiated

Classification Product description rate of duty
36200-1 Articles consisting wholly or in 11.0

part of sterling or other silver-
ware, not otherwise provided for,

manufactures of gold or silver, <
not otherwise provided for. X
64700-1 Jewelry of any material for the .3
adornment of the person, not
otherwise provided for.
65100-1 Buttons of all kinds, recogniti
buttons, and cuff or colla

buttons.

69105-1 Communion sets ad Oths§§;jl g <{f<i§§>
' articles.......ccieon e en ~4l. FE si\\
O @)
Q.6. Australia

<:>' S
i -g:,either a general or
preferential tariff. ates and other developed

: A eferential tariff rates
apply to declared pre » bri ional trading partners.

Specific duty rates an’ i icle depend on the commodity and
the country of o nto Australia require a trade
description fhat

.6 and 5¢ per gross

ixed in the form a label or brand. The
rs, and current rates of duty applicable
ous jewelry are listed in table Q-5.



Table Q-5
Precious jewelry:

imports

Current 1987 rates of duty in Australia applicable to U.S.

(In percent ad valorem)

Classification

Product description Current rate of duty

71.12

71.12.100

71.12.900
71.15

Articles of jewelry and parts
therefor, of precious metal or
rolled precious metals:

Brooch pins; catches and joints
for pins; clasps; and parts..... .
Other..... ceeresaen cecessaens e Ny
Goods consisting of, or incorp @

ting, pearls or precious o
precious stones (whether natural
synthetic, or reconstﬂﬁfppd).




Table Q-6
Precious jewelry: Preferential tariff treatment offered by selected countries in
1987
Country and Preferential duty
item No. Preferential tariff program rate
Canada
36200-1...... British preferential tariff.................
General preferential tariff 1/................
United Kindgom and Ireland........co00vuuenn
64700-1...... British preferential tariff...........
General preferential tariff 1/..........
United Kindgom and Ireland......... NN s
65100-1...... British preferential tariff...... AR N .6 and 5¢ per gross
General preferential tariff 1/.,<. .o . .0 and 5¢ per gross
United Kindgom and Ireland........... A and 5¢ per gross
Japan.
71.12........ Generalized System of Prefeke

71.15.291.... Generalized System of <Rrefere

EC
71.12........ Bilaterial agreement
countries..... Free
European Free Free
Lome Conventi Free
Generalized Free
71.15 AII
BIb....
Free
Free
Free
Free
20%
Free
20%
15%
Free
20%
Generalized System of Preferences............. Free
European Free Trade Association............... Free
71.12.10..... Bilateral Agreement with Spain................ 2.79 Francs
71.12.20..... Bilateral Agreement with Spain................ 15.50 Francs
71.12.30..... Bilateral Agreement with Spain................ 1.11 Francs
71.15.12..... Generalized System of Preferences............. Free
European Free Trade Association............... Free
Bilateral Agreement with Spain................ 10.3 Francs

1/ Developing countries, excluding Taiwan.

2/ Although no import ceiling applies, the EC uses a reference base equaj gto

1 percent of the total imports to assess any economic difficulties arising from
perferential tariff treatment; imports from Taiwan are excluded.

3/ Duties are applied per 100 kilograms of gross weight.






List of Beneficiary
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BENEFICIARY COUNTRIES IN THE U.S. GENERALIZED SYSTEM OF PREFERENCES

Angola

Antigua and Barbados

Argentina

Bahamas, The

Bahrain

Bangladesh

Barbados

Belize

Benin

Bhutan

Bolivia

Botswana

Brazil

Brunei Darussalam

Burkina Faso

Burma

Burundi

Cameroon

Cape Verde

Central African
Republic

Chad

Chile

Colombia

Comoros

Congo

Costa Rica

Cyprus

Djibouti

Dominica

Dominican Republic

Ecuador

Egypt

El Salva

Anguilla

Bermuda

British Indian Ocean
Territory

Cayman Islands

Christmas Island
(Australia)

Cocos (Keeling) Islands

Cook Islands

Falkland Islands (Islas
Malvinas)

Independent Countries

Guatemala
Guinea

Guinea Bissau
Guyana
Haiti
Honduras
India
Indonesia
Israel
Ivory Coast
Jamaica
Jordan
Kenya
Kiribati
Korea
Lebanon
Lesotho
Liberia
Madagascar
Malawi
Malay S
Maldiv

S

French Polynesia

Gibraltar

Heard Island and
McDonald Islands

Hong Kong

Macau

Montserrat

Netherlands Antilles

New Caledonia

Niue

Norfolk Island

Philippines
Portugal
Romania
Rwanda
Saint Luci
Saint Vincen
Grenadines
Sao me 3
Senegal

riname

azil

yri
Taiﬁ§;§§>

o
%a
')inidad and Tobago

Tunisia
Turkey
Tuvalu
Uganda
Uruguay
Vanuatu
Venezuela
Western Samoa
Yemen Arab Republic
(Sanaa')
Yugoslavia
Zaire
Zambia
Zimbabwe

Non-Independent Countries and Territories

Pitcairn Islands

Saint Christopher-Nevis

Sanit Helena

Tokelau

Trust Territory of the
Pacific Islands

Turks and Caicos Islands

Virgin Islands, British

Wallis and Futuna

Western Sahara R-2



BENEFICIARY COUNTRIES IN THE U.S. GENERALIZED SYSTEM OF PREFERENCES

Associations of Countries (treated as one country)

Member Countries of the
Caribbean Common Market (CARICOM)

Consisting of:

Antigua and Barbuda

Bahamas

Barbados

Belize

Dominica

Grenada

Guyana

Jamaica

Montserrat

Saint Christoper-Nevis

Saint Lucia

Saint Vincent and
the Grenadines

Trinidad and Tobago

Member Countries of the
Cartagena Agreement (Andean Group)

Consisting of:

Association of South East
Asian Nations (ASEAN)

Consisting of:

Brunei
Bolivia donesia
Colombia Q ysia
Ecuador tlippines
Peru pore
Venezuela ailand

R-3






