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REPORT TO THE PRESIDENT

U.8. Tariff Commission,
May 27, 1965,
To the Presldent:

This report is made pursuant to section 351(d)(2) of the Trade

Expansion Act of 1962 (76 Stat. 900), 1/ which frovides thate=
Upon request of the President or upon 1lts own motlon,

the Tariff Commission shall advise the President of 1its

Judgment as to the probsble economic effect on the industry

concerned of the reduction or termination of the increase

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

pursuant to this sectlion or sectlion 7 of the Trade Agree-

ments Extension Act of 1951.

Introduction

The investigation to which this report relates was instituted by
the Tariff Commission on November 23, 1964, in response to a requést
from the President received on November 19, 1964. A public hearing in
comnection with the investigation was held on February 9, 1965; all
interested parties were afforded opportunity to be present, to produce
evlidence, and to be heard.

Following a report by the Tariff Commission in 1958 2/ pursuent to
an investigation conducted under sectlion 7 of the Trade Agreements Ex-
tension Act of 1951, the President, by proclamation dated April 21,
1958, withdrew the concesslon in the General Agreement on Tarliffs end
Trade on clinicel thermometers, finished or unfinished, wholly or in

chief value of glass, provided for in paragraph 218(a) of the Tariff

1/ This report 1s also submitted as the Commission’s annual report
on clinical thermometers for the purpose of sec. 351(d)(1l) of the act.

2/ U.S. Tariff Commission, Clinical Thermometers, Finished or Unw
finished: Report to the Presldent on Escape~Clause Investigstion No.

63 « o o3 1958 (processed).




Act of 1930, effective after the close of businéss on May 21, 1958, 1/
This action resulted in an increase in the duty on such thermometers
from h2—1/2 percent ad valorem to 85 percent ad valorem, the rate.
originally fixed in the Tariff Act of 1930. Thereafter the Commission
maintained a continuing review of developments'with regard to clinical
thermometers and made two reports respecting them pursuant to paragreph
1 of Executive Order 104OL. 2/

In May 1962 the Commission, on its own motion, instituted an
investigation for the purposes of paragraph 2 of‘Executive Order 10LO1.
Inasmuch as section 351(d) of the Trade Expansion Act of 1962 super=-
ceded Executive Order 10401, 3/ the Commission continued its investigation
under the provisions of section 351(d)(2) of that act., In its report
of that investigation E/ the Commlssion advised the President of its
Judgment concerning the probable economic effect of a reduction or
termination of the increase in duty on clinical thermometers. On
September 23, 1963, the President announced that he had decided not to

modify the duty then in force.

1/ Proclamation No. 32353 3 CFR, 1954-1958 Comp., 151,

2/ U.S. Tariff Commission, Clinical Thermometers, Finished or Unfinish-
ed: Report to the President . . . Under Executive Order 10401, 1960 and
1961 (processed).

;/ Executive Order 10401 (3 CFR, 1949-1953 Comp., 901) was formally
terminated by sec. 12(b)(3) of Executive Order 11075 (28 F.R. L473).

4/ U.8. Teriff Commission, Clinical Thermometers: Report to the
President on Investlgatlion No, TEA-TIA-l Under Section 351(d)(2)(5) of
the Trade Expansion Act of 1962, TC Publication 90, 1963 (processed),
This report was also submitted as the Commission's flrst report on
clinical thermometers for the purpose of sec., 351(d)(1) of the Trade
Expansion Act of 1962,
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The most recent report of developments in the clinical thermometer
industry under the provisions of 351(d)(1) of the Trade Expansion Act
of 1962 was submitted to the President on May 1, 1964, 1/ '

As used in this reporty the terms "U.8." and "domestic" refer to
the customs territory of the Unlted States. This territory embraces
the 50 States, the District of Columbila, and Puerto Rico, but does not
include the Virgin Islands of the Unlted States. However, shipments
from the U.S. Virgin Islands to the customs terriltory of the United
States have been taken Into account in the calcuiation of epparent U.S.
consumption of clinical thermometers. Although articles recelved from
the U.S. Virgin Islands are technicelly U.S. imports, in this réport,
unless otherwise indicated, such articles aré referred to as "shipments"
from the U,S. Virgin Islsnds, and the date on U.S. imports do not include

such shipments.

1/ U.8. Tariff Commission, Clinical Thermometers, Finlsned or Unfinish-
ed: Report to the President (No, TEA=IR-3~04) Under Section 351(d)(1l)
of the Trade Expansion Act of 1962, TC Publication 127, 196L (processed).




Probable Economic Effect of Reduction or Termination
of the Increase in Duty

The manufacture of clinical thermometers 1s, generally, a two-
stage process, each involving many operationst the production of
"planks," which are glass tubes with attached bulbs including the
enclosed mercury, and "finishing," which principélly involves cali-
brating and marking the fever scale on the instrument.

The domestic industry, which consists of firms making thermometers
from domestic blanks and firms making blanks for sale to others, has
sold between $5 million and $7 million worth of thérmometers in this.
country annually in recent years. There are virtually no exports.

Six of the eighteen companies that make finished thermometers account
for about 85 percent of the sales. Two of them, Becton, Dickinson &
Co. and Eisele & Co., Inc., are multi-product organizations while the
other four confine their operations exclusively or almost exclusively
to tne manutacture and sale of thermometers. Most of the remaining
producers are small, family-owned-and-operated concerns.

Consumption of thermometers in the United States has increased
by about one-third since the higher duty rate (85 percent ad -valorem
raised from L2-1/2 percent ad valorem) was imposed under escape-clause
procedures in 1958. With increased family formation, rising consumer
income, and more medical care for all segments of_the population, U.S.
consumption can be expected to continue to grow. (For the larger pro-
ducers, profits have also impfoved since the escape-clause action was

taken.)



Thermometers move through two well-defined marketing channels:
in bulk, for institutional use by hospitals and Government agencies,
and individually packaged for the retaill trade. Somewhat more than
half of the domestic thermometers are sold at retail. In general,
sales of imported thermometers--which rose from 16 percent of U.S..
consumption in 1957 (before the escape-clause action) to 20 percent
in 196l4--have been concentrated in the bulk trade, where brand name
and style of packaging are less important and salgs are made primarily
on the basis of price. By the same token, the smaller U.S. producers
have sold their thermometers principally to the same segment of the
market, the retail trade being supplied mainly by the larger companies.

There have been several significant changes in the industry in
the past several years. For one thing, several of the larger producers
have moved toward integration, manufacturing all or nearly all of their
own blanks instead of purchasing them from domestic blankmakers. As a
result, there are now only eight firms producing blanks in the United
States, * * %,

Secondly, the large producers have invested a considerable amount
of capital in new machinery and new plants and thus reduced their costs
markedly. The smaller companies have not had access to the necessary
resources to mechanize and their aggregate sales have declined.

A new process known as "flush marking," a system for annealing the
fever scale in the glass instead of etching and pigmenting it, is being
used by several firms. This technological development may prove to

be significant in that the marking will be permanent and the possibility



of cross infection,which particularly concerns hospitals,will be
greatly reduced.

After the 1958 duty increase, a thermometer importing concern
established a plaut in tne Virgin Islands to converthapaneSe made .
blanks into finished instruments. Shipments to the ﬁnited States,
none of which are subject to the 85-percent duty applicable to imports
from foreign countries, rose from nil:in 1957 to about 10 percent of
total U.S. consumption in 196L. ‘

Virtuaily all imports come from Japan, and there have been signif-
icant changes here-as well. An export qubta was established, which
has tended to prevent sharp fluctuations in U.S. imports and to deter
shipmentg in some years, although it has been increased a number'of
times since it was first imposed. Because of changes in Bureau of
Customs marking regulations, the composition of the imports has changed
from blanks to finished thermometers. Producers in Japan apparently
have lagged behind the U.S. firms in mechanization and technological
developments in the pasﬁ, although the acceptance of flush marking in
the United States may force them to catch up in the latter field in
the near future. The lack of uniformity of bore in the thermometer
tubing used by Japanese producers and the size of the investment needed
to overcome this handicap pose a,éevere obstécle to mechanization,
Finally, production costs in Japan in this industry, as in so many others,

have been increasing in recent years.
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Regtoration of the trade-agreement rate of dﬁty would not likely
have a material effect on most of the larger domestic producers of
thermometers, i.e., those that account for about three-fourths of the
U.S. output. They are in a stronger position than before toc meet im-
port competition, and they sell the major share of their output to the
retall trade, which has not been subject to great pressure from imports,

Whether or not the U.S. dufy is reduced, imported thermometers will
probably continue to be sold primarily in the institutional markets,
along with domestic thermometers, where the emphasis is on price com- .
petition. Likewlise, domestic themometers will probably continue to
dominate the retail markets by virtue of thelr nonprice competitive
advantages such as national advertising, product prestige, packaging and
casing, and marketing techniques.

Most of the small producers would be adversely affected by a re-
duction in the duty. These producers have been unable to mechanize
their operations, they cannot afford large sales forces or national ad- -
vertising, and hence they are forced to sell in the highly competitive
local markets. They do not have adequate financial reserves. for the
product improvements, such as improved packaging and casing, which are
necessary for successful competition in the retail markets, and thus
must meet Japanese price competition head on. In the Commission's
opinion, attrition among these small producers and the independent
blankmakers is inevitable irrespective of future duty changes, but a

duty reduction would accelerate the process.



The J.ikeiy congequence of a duty reduction om purchases by the U.S,
Government, wnder the presgent procurement regulations, probably would be
an . increase in the proportion of imported thermometers obtained b'y the
procuring agencles, The increase would not be great, however, inasmuch
as the Government is now purchasing most of i‘tﬁ requirements from‘
importers (85 percent in 1964), Furthery there may be other pending
changes which would mske the Japanese lesg competitive in this market.

* * * * * * *

Reduction of the duty to L42wl/2 percent ad ;ralorem would discourage
further development of the finishing of thermometers in the Virgin

Islands. * * ¥

* * * * * * *

Information Obtained in the Investigation

Description and uses

A clinicel thermometer, or "fever" thermometer, is a selferegister=
ing instrument for messuring body temperstures. It cgnsists of a gléss
capillary tube approximately U inches lomg to which a small glass bulb
is attached. The opening of the bulb connec‘bs‘ with one ené. of the bore
of the tube; the other end of ‘the bore is sesled. Mercury is sealed in
the bulb and part of the tube; which is so constructed as to magnify
the column of expanded mercury and restrict its comtraction back into
the bulb. A temperature scale is. marked on the tube's surface. An
enamel strip, usually white, i1s embedded In the glass to serve as a

contrasting background for the mercury colum. Thermometers used in the



United States are usually calibrated iIn degrees snd fifths of degrees
Fehrenhelt, with a scale ranging from 96° to 106°,

The manufscture of clinical thermometers has two distinct phas'es.
The first, the manufacture of the thermometer blank, comprises more then
100 operationsy the secondy the finishing of thé thermometer, consisfs
of 25 or more operatlons involved in meking the temperature scale, en=
greving, plgmenting, end testing. Untll recently, clinical thermometers
were manufactured almost entirely by hend. During recent yesrs, how= -
ever, a number of the larger prodﬁcers have succe;asmlly mechanlzed certain

of these manual operations. _J_./

Customs treatment

Clinical thermometers, finlshed or wmfinished, are dutisble in item
930,00 of the Tariff Schedules of the United States (TSUS) at the tempors
ary rate of 85 percent ad valorem. _2_/ This rate supplants the trade
agreement rate, 42=1/2 percent ad valorem, provided for in item 711.35
of the TSUS. The 85 percent rate became effective ai‘tfar the cloge of
business on May 21, 1958, pursuent to Pregidentlal Proclamation No. 3235.

Before the TSUS became effective August 31, 1963, clinical thermow
meters were dutisble in paragraph 218 of the Tariff Act of 1930, originm

elly at the rate of 85 percent ad valorem. The trade agreement rate of

1/ See further discussion of mechanizatlon In the sectlom on U.S.
producers, .

2/ Articles received from the Virgin Islends and containing foreign
materials having & value of 50 percent or less of thelr total value
when entering the Unlted States are exempt from duty (genersl headnote
3(a) of TSUS). ‘
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4owl/2 percent became effective October 1, 1951, pursuent to a conces=

sion granted in the Genersl Agreement on Tarlffs and Trade.

U.8, consumption

The ammusl U.S. consumpbion of clinical thermometers, as mesgured
by sales, increased from 101,000 gross in 1957 to 132,000 gross in 1964
(table 2), In 1964, consumption wes greater than in any of the precediné
14 years and Was.- about 30 percent higher then in 1957.

The share of U.S. consumption supplied by domestically produ;:ed
thermometers declined each year from 1957 through 19613 in 1962-64 it
rose substantially above the 1961 figure. In 1957, domestic thezﬁometers ‘
supplied about 84 percent of consumption, compared with 64 percent in
1961 and 71 percent in 1962~-A6lt0 The recovery after 1961 reflected rising
seles by the 4 largest domestic producers * ¥ %, A gharp decline in the
mmiber of thermometers made from imported blanks from 1961 to 1964 was
largely offset by an increase in imports of finighed thermometers include
ing ghipments from the Virgin Islands.

* * * * * * *

In most recent yearsy the U.S. Government has been the. largest
purchaser of clinical thermometers. The Defepse Supply Agency and the
Veterans Administration together contra_uc*ced for virtually 'ali thermometer

purchases by the U.S. Government in the years 1957=64 (teble 3). _J_./

1/ No data are avallable respecting the time of delivery of the thermo=-
meters covered by these contracts. The quantlities specified In the
contracts awarded In each of the years 1957=6L were equivalent to the
following spproximete proportions of consumptions 1957, 8 percents 1958,
7 percents; 1959, 5 percent; 1960, 7 percemt; 1961, 9 percenty 1962, 11
percenty 1963, 3 percenty 1964, 10 percent.
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The share of total purchases contracted for by ﬁhose agencles that was
supplied by imports increascd from nil in 1957 to 81 percent in 1961
1t was lower in 1962 and 1963, but equaled 85 percent of the tota.‘[.' in
1964, The marked increase in the importers' share in the latter year
was sccompanied by a substantial increase in GofeMent purchases.,
Earlier Commission reports noted that the domestic producers have
had certain adventages over the lmporters in the competitive bidding
process employed by the procuring agencles (e.g., the Buy=American
Act and surpluswlsbor-area differentials), In Nﬁvember 1963, the
Defense Supply Agency established a "set aside" program in an effort to
place a "falr" proportion of its procurement contracts with small busi~
nesg firms., 1/ This program thereby reserved such proportion of that
agency's proposed procurement for the domestic industry; importers are
precluded from bidding on contracts so reserved. The setwaside program
did not materislly affect purchases of clinical thermometers by the U.S.
Government in 1964 inasmuch as the Veterans Administration, which does
not follow such a program, accounted for the great bulk of Govermment

purchases of thermometers In that year. ¥ % %

U.S. producers

In 1957, 20 concerns made clinical thermometers in the Unlted States

from domestic blanks. Since 1962, 18 concerns, producing clinicael thermow

1/ To qualify as a “small business firm" under the seteaslde program
for clinicel thermometers, a firm must, =among other things, employ no
more than 500 persons and its thermometers must be produced in the United
States, 1ts possessions, or Puerto Rico., While it is unclear which U,S.
producers would qualify as small business firms, Becton, Dickinson & Co.
and the Taylor Instrument Companles would not because they have more than
500 employees. ,

* * * * * * *
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meters In 20 plents, _JJ have accounted for virtuelly all such production,
One flrm mekes thermometers in 2 plents and conducts the packaging and
dlstributing operations in another. The 20 plants are located as followst
14 In New York, 2 in New Jersey, end 1 each in Nebraska, Florlday -
Temnesseey and Puerto Rico.

Four of the domestic producers are multiproduct companies _2/ they
accounted for more than 40 percent of the domestically produced clinical
thermometers sold in 1964, Thermometers account for a small part of the
total sales of three of these companies but an apprecigble part for one
of them. Fourteen of the producers confine thelr operations exclusiVely
or almost excluslvely to making and selllng clinical thermometersy four
of these accounted for more than 4O percent of the domestically produced
thermometers sold in 1963,

In an attempt to adapt to competitive conditions, several of the
larger domestic producers have inst‘i'tuted significant Iintra~company
changes since 1957. Most of them formerly bought the bulk of thelr

required blanks from domestic blankmskers; by 1961 all but two were

manufacturing most. of thelr own blanks. This change resulted in a sub=

stantial reduction in the number of blankmakers.

* * * * * * *

1/ In late 196l an additional firm began experimental production of
clinical thermometers, but since this firm did not sell thermometers in
1964 and 1ts plant 1s not currently in full production, it has not been

“included with the 18.

_g/ Other products manufactured by these concerns conslst chiefly of

hospital supplies and sclentific instruments.
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In 1957 several concerns produced clinical ‘themometers from ime
ported blanks. Currently only one firm is regularly engaged in such
productioni thls firm also imports finished thermometers. |

The number of concerng engaged on a contract basls to perform one
or more of the operations necessary for the pro.duction of clinicel |
thermometers has remslned falrly constant in recent yeears. During the
period 1961~6L there were about 30 such concerns.

The number of blankmskers (concerns that produce thermometer-blenks
for sale to others) decreased from 20 in 1957 to‘8 by tixe end of 1964,
primarily because the large thermometer producers are now menufacturing
thelr own blanks rather than purchasing them. The remeining 8 biank—
making firms, 4 in New York end 4 in Temmessee, are s:ﬁa].l cottage~type
concernsj ¥ ¥ % ' '

Several U.S, manufacturers of clinical thermometers have made sub=
stantial capital outlays in recent years in order to lower prpduction
costs by mechanizing various operations formerly performed mamually.,
The bulk of the investment in new machinery occurred in 1962-61} 3 such
investment during this 3~year period totaled in excess of $1 milliom
compared with sbout $431,000 during the period 1958=61. Domestic
producers anticipate investing about $2 million duriné the years 1965=
66. Although the larger producers of clinical themor_ﬁeters accounted
for the bulk of such investment, smaller producers recently have been
purchasing machines from the Elsler Engineering Co, * * %

Most of the investment in mechenizatlion during recent years has

been for the manufacture of thermometer blanks. The finishing operations
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already had been substantlially mechahized. In the larger plents. A new
finishing technique, known as flush marking, however, is expected to
result in substantiel lebor saving sand will provide consumers wit‘h an
improved product. Uniike the etched and pilgmented thermometers, flush-
marked thermometers have irremovsble scale marﬁings and apparentlj
reduce the possibility of cross infectlon Incldent to thermometer use.

In flush marking the scale markings are permanently emmeeled in the glass
rather than etched and surface pigmented. In 196li, several domestic
producers began experlmental production of flushe~marked thermometers}

the product should be avallsble to consumers by the end of 1965,

U.S. production and sales

Date reported to the Commission on U,S. production of clinical
thermometers are incomplete. Nearly all of the producers; however,
reported dete on thelr salesy and estimates hayve been made for the few
small producers that falled to respond. In 1957, domestic producers®
sales of clinical thermometers made from domestic blanks amounted to
sbout 85,000 gross (table 4), Their sales increased markedly in 1958
to 984000 gross, principslly because of a severe epldemlc of Asian flu.
There was a sharp reduction in 1959, an increase in 1960, and then a
decline to 71,000 gross in 1961. Sales increased to 94,000 gross in
1963 and smounted to 93,000 gross in 1964, The average unit value of
thermometers sold declined from $76.84 per gross in 1962 to $69.84 per

gross in 1964, * * %
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Sales by blankmekers declined from approximately 16,000 gross per

year in 1957~59 to 10,000 gross in 1964 (table 5).

U.S. imports

U.S. imports of finlshed and unfinished thermometers Increased from
21,000 gross in 1957 to 34,000 gross in 1959 (teble 6). 1/ The imports |
declined to 21,000 gross in 1960 and then rose each year to 28,000 gross
in 1964, Japan supplied virtuslly ell of the imports thrcug‘hou’c 1956=
643 small quantities were imported from West Germany, the Netherl;nds;
and Mexico,

Since the duty on thermometers was increased in May 1958, marked
changes have occurred in the import trade. The increase In duty wes
but one of several factors contributing to such changes. In 1957, when
nearly all of the imports consisted of thermometer blanks, there were
some 10 importersj currently, there are only 5 and 3 of them account
for the bulk of the imports, most of which now consist of finished
thermometers, )

During the period 1956~58 the imports of thermometers were almost

all in the form of complete blanks (table 6a)., 2/ In those years the

1/ Import data obtained by the Commission and official import
statistics compilled by the U.S. Department of Commerce are shown in
table 6. The differences between the two sets of data are attributable
to (1) a time lag between actual importation and the recording of ime
ports in official statistics, (2) breskage and pilferage, and (3) pro=-
beble errors 1ln counting. The dats obtained by the Commission are used
in this report as representing actual imports. Use of the officilal
statlstics, however, would not change the analysis significeantly.

g/ A complete thermometer blank 1s a blank that has been processed
up to but mot including calibration, engraving, pigmentation, and
testing. An incomplete thermometer blank 1s a blank that must be
further processed before 1t can be calibrated, engraved, and so forth.,
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importation of finisghed thermometers was discouraged by the requirement
that each finished instrument entering the United States had to be
marked with the name of the country of origin. Blanksy on the o’chéf
hand, did not have to be marked so long as thelr immediate containers
indicated the origin of the blanks. The Bureaﬁ of Customs issued & |
riling effective June 1, 1959, that resulted in practically all imports
of complete thermometer blenks having to be marked with the country of
origin by etching or other marking that would survive further pro=-
cessing, This ruling resulted in the cesmation éf imports of complete
blenks during the years 1960~62 because it became more profitable for
importers to bring in finished thermometers then to bring in blanks
end finish them in the United States. Although most of the fmports in
1960~62 consisted of finished thermometers, a significent number of
incomplete blanks (not subJect to country=of=origin marking) were ime
ported for completiom in the Unlted States. In 1962 the Bureau of
Customs rescinded its ruling of 1959 and the former marking practices
were restored. BSome complete blenks were imported in-1963 =and 196k,
“but most of the thermometers entered in those years were already
finished. ,.

After the 1958 increase in duty, one thermometer-limporting concern
established a plant in the U.S, Virgin Islands to convert foreign-~made
blanks Into finished thermometers. The increasse in shipments of thermo=
meters from the Virgin Islands since the estsblishment of the plant
there has been almost as large as the decline in sales of thermometers

made in the Unlted States from imported blanks.



17

About nine~tenths of the c¢linical thermometers imported in recent
years have been sold to hospital supply houses and the Federal Governw-
ment, markets where the emphasis is on price competition. Domesti;:
thermometers also are sold In large volume to hospital supply houses,
but in 3 of the past 4 years the Federal Governinent has purchased'th'e
mejor share of its clinical thgrmcnneters from importers (table 3). Coms
paratively small quentities of imported thermometers are sold in the
retall markets, where such nonprice competitive factors as natlional
advertising, product prestige, packaging, casing; and marketing
techniques are more important than price; domestic thermometers, there=
fore, tend to dominate the retall markets. |

For seversl years Japanese producers have maintalned a voluntary
export quota for shipments of finished clinical thermometers and come
plete thermometer blenks to the United States snd the U.S. Virgin
Islands., For the fiscal year ending March 31, 1962, the quotg. for such
shipments was set at'26,922 grosgy for each of the fiscal years ending
March 31, 1963, and March 31, 1964, it was 31,94L gross. The Japan
Machinery Exporters® Association, which administers the quota, has
estimated that the Iimltation for the fiscal years ending in 1965 and
1966 will be 33,300 gross and 34,722 gross, respectively. 1/

For both fiscal 1962 and 1963 the aggregate imports of complete
blanks and finished thermometers into the Unlted States and the Virgin
Islands approximated the Japamese voluntary quota. Dats are not avall~

gble for 196k,

1/ The quota amounts were reported by importers® counsel.
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For the fiscal year ending March 31, 1965, the Japanese producers
established an export quota on unfinished blanks of 18,750 gross. The
limitation for fiscal 1966 is also 18,750 gross. Although data on'
imports of unfinished blanks into the Unlted States and the Virgin
Islands are not avalleble for the full fiscal yéar 19654 1t appeai's
that such imports willl be within the quota.

Statistics furnished by o representative of the Japanese clinical
thermometer industry show that during 1960~63 some 55 percent of the
Japanese production of clinical thermometers Waé exported and that about
30 percent of such exports were shipped to the Unlted States. During the
first 10 months of 1964 sbout 50 percent of the Japenese production of
thermometers was exported and about 4O percent of the exports were to

the United States.

Shipments from the U.S., Virgin Islands

Since 1958, the sole producer in the Virgin Islends, the Vitco
Corp.s has shipped increasing quantities of finished clinical thermometers

to the Unlted States., * * %

Marketing and prices

Clinical thermometers are offered for sale by the domestlc producers
In a wide varlety of brands and types of packaging, depending frequently.
on the type of sales outlet, The widest varlety is offered for sale
through retall outlets, where there 1s the greatest opportunlty for nonw
price competition. Producers and importers sell such thermometers

elther dlrectly to retallers or to drugglst supply houses. In recent
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years posgslibly 10 percent of the lmported thermometers have been sold
through such outlets. Thermometers sold for institutional use~sthose
sold to hospltal=supply houses and to Federal, State, and local Go&érnn
ment agencles=~-must conform to rigld specifications. Sales to these
outlets are made primarily on the basis of pricé; variations in tjpelof
thermometer and packaging are ;imiteda Hospital~supply houses, in
recent years, have pruchased asbout half of the thermometers sold in the
United Statesj they have taken about LO percent of the thermometers
produced domestically and 65 percent of those iméérted. Purchases by
State and local Govermment agencles dlrectly from producers and importers
are of minor significance.

The Commission obtained data from individual domestic producers and
from importers on thelr net selling pricesy, f.o0.b. point of shipment in
the Unlted States. Prices were obtalned for leading models or brands
of finished thermometers, by principasl outlets, on or about June 1 for
the years 1959-64 * ¥ ¥, Because a large part of the competition
between domestlc and imported thermometers occurs in the hospitalw-supply
market, a comparison of prices iIn this market 1s most meaningful. The
bulk of them are sold to specification and hence the various products
are comparable with one another in type and quallty. The following

tabulation shows the average price per dozen thermometers sold to
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hospital-supply houses by producers end by importers in 1959-6L as
reported to the Commission: 1/

3

Year ;1959 ; 1960 , 1961 ; 1962 | 1963 ; 196k
t t t t 1 ¢
Producers? pricemsm—s=t $4,55 3 $4.53 3 $4.35 1 $4.31 ¢ $4.52 ¢ $L4.36
Importers® pricemmmmemmy 3,70 t 3.64 ¢t 3.6L 1 3,72 1 3.53 3 3.54
S 3 $ b i 3
* * * * * * *

Price data obtalned from the domestic producers snd importers on -
sales of thermometers to the Federal Government z;re not generelly comm
parable because of the speclal clrcumstances surrounding such sales,
including the Buy=Amerlcan Act, surplus=lsbor-area differéntialé, the
"set aside" program for the beneflt of small business firms, and
occaslonal sales at negotlated prlces as dlstingulshed from those made

on the basis of blds by the producers and Importers.

* * * * * * *

Loyment _ o
In 1963 and 1964 approximately 4,500 production and related workers :
were employed on all products in U.S. estaeblishments engaged in the prow
duction of clinmical thermometers (including blanks). About 17 percent
of the man~hours of these workers was devoted to the jproductioﬁ of

thermometers., The manw~hours worked by production and related workers

The data shown are simple avérages of the prices of each firm on
June 1 of the year shown., The individusl firms reported wildely vary=
ing prices on each date, * ¥ *,
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meking finished clinical thermometers end blenks In recent years are

shown below?

Man~hours worked by production
and related workers
(1,000 man=hours)

1959 : 1,303
1960 e 1,295
TSy oo 1,2k
1962 : 1,370
1963 - 1,616
1964 1,628

Although data on the number of thermometers produced per man~hour
are not avallable, information obtained from the producers indicates
that the output per man=hour has not risen signiflcantly in recent years,
desplte the Increased mechanizatlon in several of the plants. The
introduction of new machines ¥ * ¥ resulted in replacement of higher=
pald skilled workers with lower~paid and relatively unskllled personnelf
Thus, although there has been no significant reduction in the number of
manw=hours per unit of putput, apprecisble savings in unit labor costs

hgve occurred.

Profiteand~loss experlence of domestlc producers

Producers of finished clinical thermometers.--Fourteen firms that

produced clinical thermometers from domestlc blanks supplied the Commis=
sion with usable profit-~and=loss data on their thermometer operstions for
both 1962 and 1963. 1/ 1In 1963, these flrms accounted for approximately

85 percent of the total sales of domestically produced finished

1/ Eight of the firms also furnished data for 190L.
3 * * * * * *
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thermometers, Thelr net sales of thermometers aggregated $5.7 million
in 1962 and $5.8 million in 1963. 'The ratio of thelr sggregate net
operating profits to net sales was 7.4 percent in 1962 and 6.3 peréent
in 1963, * % *

Data obtalned by the Commission in its 195‘7-58 investiga’cion\sh‘ow
that the incorporated producers of finished clinlcal thermometers had
aggregate net losses on thelr thermome'ter operatlons in each of the
years 1953=56. Comparable profit-and~loss data were not avallable for
the wmincorporated producers of flnished thermométers, but the data
obtained did show that the aversge Income of these producers exceeded
thelr expenses by nearly $8,000 per firm in each of the yéa.rs 1953, 195k,
and 1956, and by $11,400 in 1955, Comparison of the financial experi-
ence of the producers in 195356 with that of the producers in recent |
years shows a substantial improvement in profitebility for the industry
as a whole,

* * * * * * *

Producers of thermometer blanks.-=Eight flrms, whose combined sales

accounted.Afor nearly all of the domestically produced blanks sold by
independent blenkmskers in 1962w6L, furnished ussble operating data for
the years 1962 and 1963. Four of these firms also furnished data for
1964, The manufacture end sele of blanks accounted for all or nearly
all of each firm's operstions. Most of the blankmaskers are small unin~
corporated concerns (pa.‘r‘bnershipsA and individual proprietorships) in
which the owners perform much of the labor and most of the administrative

duties. The net operating returns reported by the unincorporated
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blankmekers represent the owners® total remmerstion for productive
lebor, adminlstretive services; and return on Iinvested ‘lcapital. * % %

Aggregate net sales by the 8 blankmekers amounted to $298,000 in
1962 and $340,000 in 1963. Thelr aggregate net returns smounted to
$45,000 1n 1962 and $56,000 in 1963==san aVerage' of less than $6,odo per
firm in 1962 and of $7,000 per firm in 1963.

Data obtained in the escapemclause investigation in 1957=58 show.
that 14 blankmskers had total annual net sales of from $459,000 to
$602,000 in 195456, The annual net returns to the 14 firms averaged
from $6,000 to $8,000 per firm in 195456,

As Indicated elsewhere in this report, approximately. 12 blenkmakers
have ceagsed operations since 1957. Al'bhm.tgh total sales by all blankw
mekers have declined since 195L=56, average sales by the firms remeining
in business have Increased. Aversge net returns for the blankmakersy

however, have not improved since 195456,
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Teble 1 .--Clinical thermometers, finished and unfinished:
U.S. rates of duty, 1930-65

(Percent ad valorem)

, : Rate of
Description duty'}/

ToUS
1tem

Taritt Act
of 1930

Tifective date
and origin

.o

Par. 218(a) Biological, chemical,
metallurglcal, pharma-
ceutical, and surgical
articles and utensils of
all kinds, including all
sclentific articles, and
utensdils, ¥*¥*gll the fore-
going (except articles
provided for in para-
graph 217 or in subpara=-
graph (e)), finished or
unfinished, wholly or in
chief value of glass:

Clinical thermometers,
finished or un~- :
finished-=-=me=mcmman : ‘85 ¢+ 6-18-30 gstatutory)

Dom-—=cmcmman - 42.5 : 10-1-51 (GATT) 2/
. : 5-21-58 (Presidential
H : Proclamation

No. 3235)

co e esofeo

©©o ®se oe o so ©e ss 00 eo selve we
.e

ee e ec e eo o we o »o w0 se eoles oo

40 se s® ce oo 80 o8 o6 0 e *e ee o ce oefee
se eo ee se oo

ee wo oo

ce we
ce ®e o0 00 ss ©® 0 ee ce se so eo

HReKe
Thermometers,* * ¥, yhether
or not recording in-
struments:
Non-recording instru-
ments:
Thermometers:
Iiquid-filled ther-
mometers with the
graduations on
the tube or on a
scale enclosed
within an outer
shell:
Clinical=mmceeax ———

cc %e se se¢ os o8 ee eo oo

ee oo se ®e ce wo eo

T711.35

e® ece sc oo

ee oo

k2.5 : 8-31-63 (TSUS) 2/
:  GATT rate tempor-
¢ arily suspended

85 : 8-31-63 (TSUS)
t Temporary escape
¢ clause rate

20 60 e0 e® ov eo so ©0 ee eo 0 eo

930.00

e ®® 00 ©¢ bs te 20 ©0 so %0 oo o8 es se se 8O e OO

°
.o

* o8 o6 ve se oo oe oo eo o
oo

o oe

3 °
° . .

» l/ ﬁkcept on the products of designated Communist dominated or Communist con-
trolled countries or areas which, since 1951, have been denied the benefit of
trade agreement concessions.

g/ GATT signifies General Agreement on Tariffs and Tradej; TSUS, Tariff Schedules
of the United States.

Note.~=Duty~free trestment is provided under TSUS item 832.00 for thermometers
certified to the Commissioner of Customs by the authorized procuring sgencies to
be emergency war material; see note to table 3.




Table 2.--Clinical thermometers, finished: Apparent U.S. consumption,
1957~-6L

: Sales of imported finished
thermometers; sales of
thermometers made in

.o

 Sales of finished
thermometers

0o oo

Year : v;rt§§1%y all H the United States from : Appare:i

. ° mgaécfrggre H imported blanks; and ¢ consumption

H q ﬁ o ¢ shipments to continental :

: glesk t United States from the :

: amnKs t Virgin Islands :

. Quantity (gross)
1957 =mmmt 8L, 799 : 16,630 : 101,429
1958 —mmmm 97,652 : 21,027 ¢ 118,679
1959—mmm 70,968 : 26,363 : 97,331
1960mmm—m: 79,114 H 30,8Lh s 109,958
196] et 71,405 : 1,0,150 ¢ 111,555
1962 mmem s 2 82,852 : 3k, 362 : 117,214
1963 mmmmes 93,988 : 35,273 ¢ 129,261
196yt 93,206 = 39,132 : 132,338

. Percent of U.S. consumption
1957 mmmmmet 83.6 : 16.0 : 100.0
1958mmmmns 82.3 3 17.7 : 100.0
1959 mmmms 72.9 : 27.1 o 100.0
1960=mmemm s 72.0 : 28.0 : 100.0
1961 mmus 6.0 : 36,0 : 100.0
1962 et 70.7 : 29.3 : 100.0
1963 mmsmem s 72.7 : . 27.3 : 100.0
196 mmmmm s 70.5 ! 29.5 : 100.0

° [3
. .

Source: Data on shipments from the Virgin Islands compiled from
statistics of the U.S. Bureau of the Census. Data on sales of imported
finished thermometers and those made in the United States from domestic
and imported blanks were submitted to the U.S. Tarlff Commissgion by
domestic producers and lmporters.
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Table L4.--Clinical thermometers made predominantly from domestic blankst
Sales in the United States by domestic producers, 1957=6U

Number

1 : : U Unit
Year $ of t Quantity ¢  Value g

: firms v T ; velue Y/

g H . 12000 H L

! $ Gross ¢+ dollars 1 Per gross
195 T mmmmm e e e : 20 t 84,799 : 6,702 3 $79.03
1958mmmmmmm e : 19 ¢ 97,652 T,oll ¢ 81.35
1959 mmmmmmm e e : 19+ 70,968 s 5,930 ¢ 83.56
1960mmmmmcmmm e e e e 1 20 t 79,14l 6,066 1 76.67
196Lemmmm ——————— 20 :  T1,k05 : 55239 7337 -
1962mmmmmmmmmm e m e : 2/ 18: 82,852 1 6,345 76. 84
1963 =mmmmmmm e ; 18 1+ 93,988 i 6,717 T1.46
196k mm e m e e ! 18 93,206 ¢ 6,509 1 69.8k4

: § ' : .

1/ Calculated from the unrounded figures.
2/ Two firms discontinued operations after 1961.

Source: Complled from informatlon subwmitted to the U.S. Tariff
Commission by the domestic producers.
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Table 5.-~Clinical thermometer blanks: Sales in the United States
by domestic blankmakers, 1957-6l

Unit

Year t Quantity : Value : 57ye 1/
: £ 1,000 : Per
t  Qross ¢+ dollars ¢ gross
3 : :
1957 s-mt 15,533 488 : $31.Lk
1958 : 16,809 sh3 o 32.33
1959 - mmmemt 16,170 53k o+ 32,99
1960 ¢ 12,839 381 29.69
1961w : : 11,501 356 ¢ 30.92
1962 -+ 10,686 317 ¢ 29.63
1963 ¢ 12,3h5 ¢ 37k ¢ 30.26
196l - —-— m==: 10,097 ¢ 304 ¢ 30.13

1/ Calculated from the unrounded figures.

Source: Compiled from data submitted to the U.S. Tariff Com-
mission by blankmakers accounting for virtually all of the annual
domestic output.
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Teble 6.,~=Clinical thermometers, finished and unfinished: U.S. imports for
consumption, 1956-6k

Officlal statistics of
U.S. Department of Come

t Reported by respondents
1 to Commission question-

H
H
: nalreg 1 merce
: Quantity : Forelgn value : Quantity f Forelgn value
¢ (Gross) s ¢ (Gross) s
1956m - -1 18,628 1t $27O’288 t %/ 3 %/
195 Tmmmmm ey 213300 ¢ 307,848 3 I/ s I/
1958 t 32,300 i 481,291 ;{ g 1/
1959~ 1 34,282 497,255 v 25,224 4 $364,615
1960mm mm i 1 21,025 ¢ 325,863 :+ 23,075 1 343,51k
1961 mmmmm e § 23,246 ¢ 3735909 1 25,190 1t 392,107
1962w s 23,828 ¢ 416,551 ¢ 26,546 13 48l ,633
1963 m——i 27,469 1 L6L,188 1 26,412 ¢ 489,641
196 msmsmm =t 27,721 3 495,250 ¢ 33,206 s 554,637
b S )

1 3 :
1/ Clinical thermometers were not separately classified in officlal
statistics until May 1958.

Note.~=The difference between the data reported by the respondents to
Commisslion questionnsires and that reported by the U,S. Department of Com-
merce for the years indicated is attributable to (1) a time lag between
actual importation. and the recording of imports in official statistics, (2)
breakage and pilferage, and (3) probable errors in counting. During the
period 1959-6L, the differences between the two sets of data have tended to
offset one another.






