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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.

\.» g.world suppliers of precious jewelry

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

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

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

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

gro in 1985.

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

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

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

consumption.

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

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

consumption has been met by incre 1

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

ices 8).

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

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

U.S. Industry Profile

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

shipments and the 50 largest, for 47 percent.

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

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

years, and importers supplied two-thir increase,

@%o

1982-86.

Precious-metal j
shipments in 1982
1986, as consumer

decreased to 62 percent in

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

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

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

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

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



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

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

productivity per worker increased by 1 ja;?

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

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

than that of $9.73 in all manufacturi -percent

s combined to keep

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

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

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

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

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



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

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

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

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

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

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

hén doubled from $16

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

<
cy foreign trade more than doubled over

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

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

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

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

6. Leading Competitive Factors

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

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

Xvi
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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



1-2

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] [
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1981 1982 1983 198

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

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

world 1985 exp
total, from ports,

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

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

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

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

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

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

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

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

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

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

United

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

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

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

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

d national \\4‘
N

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

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

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

2.1. Saudi Arabia

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

. are not available.

Industry sources indicate that the Saudis have an historical and cultural

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

Q
o

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

2.2. Switzerland

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

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

Switzerland); 2 percent s e
of filled metals.

r 90 percent was made of

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

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

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

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

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

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

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

IR
2.4. France

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

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

.

gading supplier of gemstone jewelry,

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

2.5. West Germany

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

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

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

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

2-9
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Chapter 3. World Suppliers

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

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

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

e
Change, Share

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

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

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

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

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

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

«

A

United Kingdon
(4.8%)

France (5.6%)

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

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

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

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

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

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

1981 1982 1983 1984

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

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

5 wel total jewelry trade, see

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

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

Share

of Change, Share

world 1985 of U.S.

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

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

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

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

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

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

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

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

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

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

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

4.1. Domestic market profile

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

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

has decreased.
e precious

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

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

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

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

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

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

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

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

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

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

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

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

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

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

s hey
griod (

m

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

ent in 1985. 1In 1986, they declined to

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

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

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

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

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

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

erably higher than
e channel of

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

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

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

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

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

precious jewelry market, co
generally designers', howe

advantage can
a technique t
markets.

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

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

43
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4.2. Trends in consumption and import penetration

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

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

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

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

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

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

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

i

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

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

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

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

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

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

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

\ﬁgsponse to questionnaires of the U.S.

1982........ 1

s-metal jewelry provided by BLS and
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Figure 4-1 ]
Precious jewelry: Apparent U.S. consumption, by
source, 1982-86
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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




5-4

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. >
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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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382 984, and 1986

[ |
NN\ i

NANNNN

O
I

vav.
-

N

M other

Neckuear

Findings

Percent

48+ - [0 Earrings
Rings

201

1982 1984 1986
Source: Projected from Commission questionnaire ¥

responses for producers’ shipments data.
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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-

U@
&
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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
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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

All other (12.9%)
Thailand (8.8%)

Switzerland (6.5%)/

Israel (10.7%)

Th

Israel (6.8%)

Hong Kong (9.8%)

°

6-6



6-7

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.



6-19

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



6-21

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 izrﬁr\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.
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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
ets, 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

the advantage, or "S" if the domestic a typically
equal in an area.

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

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

SO
Country w7§§:§p§1§S<T\\Trj
advantage c tri Israel Switzerland Other

44 52 74 58 48
38 20 13 3 34

2 izes responses to

roduct quality. The
r%;fQ§§§§§ icating a preference:
0

Hong

oun
- 69

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
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)
120 '
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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
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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
@ 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
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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
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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
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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



10-10

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 £q\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 gemstone<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>