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REPORT TO THE PRESIDENT

U.S. Tariff Commission,
April 14, 1965.

To the President:

This report is made pursuant to section 351(d)(2) of the Trade
Expansion Act of 1962 (76 Stat. 900), 1/ which provides that--

Upon request of the President or upon its own motion,

the Tariff Commisslon shall advise the Presldent of its Judg-

ment as to the probable economlc effect on the industry con-

cerned of the reduction or termination of the increase in,

or imposition of, any duty or other import restrictions pur-

suant to this section or section T of the Trade Agreements

Extension Act of 1951.

Introduction

Following an escape-clause investigation by the Tariff Commls-
sion and report to the President under section 7 of the Trade Agree-
ments Extension Act of 1951, g/ the President, by proclamation dated
- October 20, 1959, §/ Increased the duties applicable to stainless-
steel table flatware wholly of metal and in chilef value of stainless
steel not over 10.2 inches in overall length and valued under $3
per dozen pleces, when imported In excess of the specified quota -
(69 million single unlts in any 12-month period beginning November

1).

é/ This report is also submitted ag the Commlssion's annual report
on stainless-steel table flatware for the purpose of sec. 351(a)(1)
of the act.

g/ U.S. Tariff Commission, Stainless-Steel Table Flatware: Report
to the President on Escape-Clause Investigation No, 61 . . ., 1950
(processed); and Stainless-Steel Table Flatware: Supplemental Re-
port to the President on Escape-Clause Investigation No. 6L . . .,
1959 (processed).

§/ Proclamation No. 33233 3 CFR, 1959 Supp., p. 68.
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Since November 1, 1959, when the Presidential proclamafion
became effective, the Commission has made three annual reports fo
the President relasting to developments In the trade of stainless-
steel table flatware. The first report was submitted to the fresident
on November 1, 1961, in accordance with provisions of paragraph 1 of
Executive Order 10401 of October 1k, 1952, }/ The second annual
report was submitted on November 1, 1962, in accordance with provisions
in Executive Order 10401 and under section 351(d)(1) of the Trade
Expansion Act of 1962. E/ The third annual report was submitted on
November 1, 1963, in accordance with section 351(d)(1l) of the Trade
Expansion Act of 1962. §/

The investigation to which this report relates was inatiﬁuted
by the Tariff Commission on June 24, 1964, in response to the
| Président’s request of June 23, 1964. A public hearing in connection
with the investigation wae held on September 22 and 23, 196%, at -
which all interested parties were given opportunity to be present,

to produce evidence, and to be heard.

1/ 3 CFR, 1949-53 Comp., p. 90L.

2/ 76 Stat. 900. The Trade Expansion Act was approved Oct. 11,
1962; Executive Order 10401 was revoked Jan. 15, 1963.

;/ The three annual reports referred to were Stainless-Steel Table
Flatware: Report to the President (1961) Under Executive Order LOLOL
Eprocessed); Stainless-Steel Table Flatware: Report to the President

1962) Under Executive Order 10401 and Section 351(a)(1) of the
Trade Expansion Act of 1962 (proceessed); and Stainless-Steel Table
Flatware: Repért to the President (No., TEA-IR-1-63) Under Section
351(d)(1) of the Trade Expansion Act of 1962 (processed).




Probable Economic Effect of the Reduction or Termination
of the Increase in Import Restrictions 1/

The import restrictions on stainless-steel table flatware, which
were imposed by the Presldent following a unanimous finding of injury
by the Tariff Connniséidri, consist of amuel tariff quotes. Imports .
wlthin the quota are subject to the trade~agreement (concession) rates
of dutys imports above the quota are not limited quantitatively but are |
subject to substantially increased duties (even higher than the statutory

rates).

Effects of the restrictiong

The fact that the lmport restrictions Weré imposed by a tariff quots
system rather than by merely increasing the duty rates ig of prime im-
portance in predicting the probable economic effects on the industry of
a modification in the restrictions. The effects of such a system on
an industry are different from those prodilced‘ by changes in ,di‘rty rates,
and are more readlly observable. For one thing, a tariff quota system -
lmposes predictable ceilings on the quantities of importgw=a kéy com
. petitive element. ILegally the quota on stainlessésteei table flatware
| 1s not absolute. But it is fixed, not flexible. And, given the sub~
stantially higher duties on above.-»quota imports snd a growing market, the
tariff quota worked substantially like an sbgolute quota and was congistents

ly filled.

L/ The views expressed in this section are those of Commlsslioners Fenn,
Sutton, and Culliton. The vlews of Commissioners Dorfmen and Talbot are
set forth beginning on page 12,



Certainly, not all the chenges in the Industry were caused elther
directly or indirectly by the tarlff quota system nor is there émy chance
that the industry would revert exactly to its previous conditiom if' the
restrictions were modified. Yet a review of the major impact of the
restrictions 1s helpful as a starting point In appralsing the probva‘ole
econamic effect of a modification on the industry‘ which hag been working
under thelr influence for s l1ittle more than 5 years.

In general, the increased restrictions have operasted to reduce the
quantity of lmports markedlys increase the aversge quallty and average
unit value of U.S. importss encourage capital investment and business
commltments by domestic producerss enhance the opportunities for domestic
producers to develop the market for large-volume, low-priced wa.fe;
further the concentration of the import business In the hands of a com~
paratively small number of speclallzed firms; stabilize conditions for
the principal importersj and improve market prospects for domestic
producers, |

Finally, the restrictions stimulated some increase in imports not

" gubJect to quofas s such as chrome:plated flatware and artlcles with ‘
handles wholly or chlefly of plastic, encouraged the development of
varlious techniques for avolding the quotas, and concentrated imports in

-the early months of the quota year.

Recent developments in the Industry

Demand for stalnless-steel flatware has increassed significantly in

the United States. The price and durability of the product have stimulated



a marked trend away from silver flatware~-especially from sllver-plated
flatware. By 196L4, total consumption was an estimated 33 million dozen,
representing an increase of about 50 percent over that in 1958, the last
full year before the tariff quota system came into effect.

Productlion has éontinued to be highly concentrated. * % %

The domestic industry hag improved 1ts competitive position vis;énvis
imports in the years since the quota was imposed. With consumption rising
and imports approximately stabilized, domestic production and seles have
- increased substantially. Changes in the prices recelved by domestic
producers have closely paralleled the fluctuations in the wholesale-
pricé index for all commodities, which rose markedly in the 1956-60 period
and held stable thereafter. All domestic establishments are now reported
to be in full operation for at least one shift a days and several operste
on g two= or three-=shift basis. |

Employment and wages have also increased. The aversge number of
production and related workers engaged in producing stainless~steel tdﬁle
flatware rose from 2,416 in 1959 to 2,510 in 1960, and to 2,838 in
1963. 1/ Averége hourly wages have risen steadily, from $2.16 in 1959
to $2.39 in 1963.

Although the reporting establishments incurred losses,‘in the aggre~
gate, on theilr stainless~steel flatware operations in 1953~55 and 1957=58,
they made profits on this product in 1956 and in each of the years from

1959 through 19633 in the latter year thelr aggregate profits amounted

1/ At the time of this report, only partial 1964 data were avallable.



to 4.6 percent of the value of their seles of the flatware, However;
‘esch year some estsblishments incurred losmes on their s‘bainlesanateél
flatware operetions.

* * * * * * *

Sinde the quota system was adopted, U.S, producers have invested a
total of $12 millibn in equipment primerily designed to redﬁ.ce pi-oductiop
costs. The results of this pr'ogram have not yet been f‘ull’y' reallzed.
Increasingly, however, the su%stantial investment should result in
materislly redticing costs and ﬁx_rther improving the competitive position
of the major U,S. producers viswa~vis importers, assuming that the volume
1s adequate to agstre economic use of the facilities.

The production of stalnless flatware ls characterized by important
technologlcel advences that tend ’co e most adventageous for the 1a,rger :
operations end for those producers that have developed apecia,lized
methods of manufacturing stainless-steel flatware as a distinct product,
different in importenmt respects from other ki;nds of flatwaere . Profite _
gbility of stainless~steel flatware operations, however, has not been
related exclusively to the size of the operations, Some of ﬁhé smeller |
establishmenﬁs have mainteined operations that are reasona;'ﬁly profiteble
by exercising ingenuity in perticular processes, by speclalizing in &
particular type of flatware, and by more sggressive merchandising,

Since 1958, three major producers have incressed their share of’
total U.S. production at the expense of other'domestic cbncei'r;js. LKk R

The domestic industry generally has establighed itself in the diningw
table stainless-steel market. Tt has conducted extensive advertising

compaigns, designed new patterns, and started to use traditional brand



nsmeg, once reserved for sterling silver and silver plate, for 1ts staln-
less=gteel flatware. ‘ |

At the seme time there have been two important changes in the nature
of the forelgn compe‘bi’cion. The Japeanese producers, formerly dependent
largely on sales in the United States, have now developed numerous adw
ditional markets. The price differential between the J apenese and the
domestic articles has narrowed since the late 1950's owing to rising

costs in Jepan.

Probable effect of quota termination

If the existing tarlff quota system were fermina‘ted, imports would
probably increase falrly rapldly from the present 20 to 25 percent of
U.S, consumption (in terms of quantity) to about 30 to 40 percent of
consumption. There may well be an immediate surge of Imports, followed
by some leveling out. 1/ The adverse impact of the {increased imports
would be at least partly offset by the overall Increase in consumption _2_/
and the fact that the proportion of the market supplied by imports

would be significently smaller in terms of value than ‘of quantity. _3]

1/ The increase in Imports would be somewhat retarded, at least initlial-
1y, in the event that Japan should continue voluntary quantitative controls
on its exports. If such controls were continued, however, 1t is likely
that the annual export quotas would be progressively enlarged.

2/ On the basis of calculations submitted by domestic producers and
other data obtained by the Commission, it appears that consumption will
rise at an average amnusl rate of asbout 2 millfon dozen pleces as in-
comes rise, the rate of household formation Increases, and stalnless
flatware continues to replace the more traditionel types. It 1s too early
to tell whether the 1964 figures, which showed a startling and unforeseen
increase over 1963, indicate a trend. However, to the extent that con~-
clusions can be drawn from this upsurge of demand, they tend to bear out
and strengthen the promising estimates of a year ago.

_3/ Assuming that there i1s no sudden increase in the capacity of other
areas, such as Hong Kong, to produce acceptable tableware,



Several factors would operate to discourage an unlimited expansion
of imports, including the following: (1) The heavy investments in
Improved equipment made by several damestic producers, which 1s serving
to reduce thelr costs, (2) the development of alternative markets bylﬁhe
Japanese producers of flatware, (3) the rising costs in Japan, whiéh are
tending to narrow and stabilize the price differential between the
domestic and the imported product, and (4) the strengthened position in
the market achieved by the domestic producers.

The bulk of the Increased imports would no doubt come from the Far
East. Japan would continue to be the principal supplier, with increasing
quantities from Hong Kong and other Far Eastern sources. Europesn sources
would contribute a minor share. Although most of the imports from Europe
since the establishment of the tariff quota system have consisted of
nonquota articles, total imports have been restricted.because'some of
the sets made in Furope include spoons and forks valued at less than $3
per dozen, which are therefore clagsifiable as quota merchandise. Removal
of the quota would operate to stimulate imports of such sets, as well as
to digcourage imports of certain other types of flatware (principallyv
from Asia), such as chromewplated flatware and flatware with handles
wholly or chiefly of plastic,

If the quota were removed, the few large importing cancerns which
have established themselyes in the last several years would be likely to
retaln a dominant position end to be the principal competltors of the

most efficient U.S, producers of flatware. New importers, however, would



undoubtedly enter the fleld with attendant increased competition and
price fluctuations. The "orderly” market which has characterized the
quota years would, in ell Iikelihood, become moré volatile. B

The termination of the tariff quota system would tend to sharpen
competition generally and to stimulate even greater use of 1a’bor~s;aving
methods than has already been achleved.

Under the added pres;ure of increased imports the tremd toward conw
centration In the domestic industry would doubtless continue s and some
smaller producers, as well as others that have operated conslstently at
a loss, might be eliminated.

The bulk of the imports In recent years, having entered within the
quota, have been subject to the concession rates of duty. If the quota
were terminated, these rates would apply to all imports, regardleés of
quantity; the resultant increase in imports would tend to depress pricéé
somewhat or at least té dlscourage upward price revisilons. Maintenance
of attractive prices, however, would stimulate the overall demand for’
stainless:steel flatware.

As importé increased, they would be likely to supply a larger poft:_l.on
of the low~end marketw~~the premium, supermarket, promotion, housem~to= '
house, and chainstore fields~~which now accounts for about 60 percent of
the quantity (but Less than 30 percent of the Vaiue) of U.S.production.
Without the quota system, the current pressure for higher value lmports
would be greatly diminished; furthermore, customers could place more

rellance on both the timing and the adequacy of the supply.
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On the other hand, the U.S. producers may be expected to enlarge
thelr share of the market in the department-store, mail-~order, and comm
merclal users fields. Department stores are important outlets for dining-
room~juallty flatware, whether stalnless~gteel, silver-plated, or sterling
sllver. ¥ % % |

In short, restoration of the trade~agreement concessions on stainlesg~
steel teble flatware woula result in a considerable increase In imports,
particulerly of the lowwpriced warej a downward pressure on prices in sll
lines; an increase in the number of importers and more volatile price
competitiony and greater concentrastion of production in the hands of the
more efficlent domestic producers. Such producers are now better sble
to compete wilth lmports than when the escape actlon was taken and are
not so likely to be serlously hurt by removal of the quota, especlally
in vieﬁ of the rising demand for stainless-steel flatware. Although the
industry as a whole would have the opportunity to grow at a moderate
rate and reallze a reasonable level of profit, we cannot overlook the
fact that a few producers might be forced to discontinue or curtail their
production. | |

The above Judgments refer to the probable economic effects of g
complete restoration of the concesslon. Any increases in the size of the
quota, especlally by moderate amounts and according to announced schedule,
would have effects generally similar to those described above but
proportionately less. The predictability aspects of quotas-w~other than

those which are so large as to be meaningless-~provides an element of
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certalnty which ensbles businessmen to feel more secure in thelr commitw

ments,

On the other hand, 1f the quota system were abandoned and somei
duties other than the concession rates were applied, the probable re-
sults would depend upon the level of the rates and the industry’s ixfber-
pretation of the glze and chargc’cer of the market which they thought
would be avalleble to the;n.

Respectfully submitted.

Dan H. Femnn, Jr, Vice Chalrman

T w ol

Glemn W. Sutton, Commissioner

o Tt

es W. Culliton, Commisgioner
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Statement of Commissioners Dorfmen and Talbot

Although we are in agreement with the other Commissioners on many
phases of the subject, we are in disagreement on a sufficlently broad
range of toples-~including the pertinence, significance, and cogency of
some of thelr observations--to warrant setting forth our views in‘a
separate full statement, which appears below. The points on which we
differ range from minor t; major. Directing attention to each of them,
however, would nelther clarify the reader’s understanding of our
position nor lighten his overall reading burden,

The import restrictlions here under consideration came into effect
on November 1, 1959, pursuant to escape-clause asction. The restrictions
are of a dual character: (1) they impose a 1imit on the quantities of
stainless-gsteel table flatware that maey enter annually under the pre~
existing trade~agreement rates of duty--which are congiderably lower
than the rates originaily provided for in the Tariff Act of 1930, and
(2) they impose duties on all overquote importsmeon which there is no
quantitative 1imitation~:a$ rates that are much higher than those
established iﬁ the 1930 act. Since the quota restrictlons were imposéd,
the bulk of the imports have entered within the tarlff quota.

Annual U.S. consumption of stalnlesg-steel table flatware has risen
rapldly in recent years, and the upward trend is likely to continue for
at least several years. Consumption reached 28 million dozen pleces ;n
1963 end rose to a record high of 33 million dozen pleces in 1964. By

1970, consumption may well be in excess of 40 million dozen pleces. The
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rise in consumption is expected to result partly from the further re-‘A
placement of silver~plated flatware by stainless~-steel flatware‘butv
mostly from the growth in vdema.nd attributable to sharp increases in the
ﬁwnber of household formations, and public and privete eating establish-
ments -such as those In schools, factories and hospitals.

With consumption rising and imports approximately stebilized under ‘
the tariff quota since 1959, domestic production and sales have increased
substantially. The 'brénd of prices recelved by domestic producers of '
stainless:steel fletware has closely paralleled that of the wholesale
price index for all commodlitiesj prlces rose markedly in the 1956~59
period but have been quite stable since then. All dmnesti‘c establishments
are now reported to be in full operatlion for at least oné shift a day,

_ a:tid. several operate on & two~ or thres~shift basis. Some of the small
‘plants have problems of coordinating the output of the vardous machines“
used in the production lines, On the whole, however, there has been only
negligible 1dling of production facilities. )

Employment and wages have also increased. The average mumber of
i)roduction and relsted workers engaged in producing stainless~steel té.ble
flatwere rose from 2,416 in 1959 to 2,838 in 1963. Average hourly wages
rose irregularly fram $2.16 in 1959 to $2.39 in 19633 production per
man=hour vf]}.uctuated within a narrow range around 3.7 dozen pleces in the
period 1959~633 and the average lsbor cost per dozen rose from 59 cents

in 1959 to 64 cents in 1963.
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Although the reporting establishments in the aggregate incurred
losses on thelr stainless-steel flatware operations in 1953-55 and 1957w
58, they made profits on those operations in 1956 end in each of the
years from 1959 through 1963. In the latter year their aggfegate profits
amounted to 4.6 percent of the value of their sales of stainless—étéel
flatware. ~

U.S. producers have invested a total of at least $12 million in
equipment in the last 5 years, largely for the purpose of reducing pro-
duction costs. The results of this program have not yet been fully
realized. TIncreasingly, however, the substantial investment should re-
sult in materially reducing costs and further improving the competitive
position of the major U.S. producers vis~a~vis importers.

* * * * * * *

if the exdsting tarlff quote system were terminated and the rates of
duty that are now applied to imports within the quota were afplied to all
imports of stalnless~gteel table flatware, the imports would probably
increase wlthin a few years from the present 20 to 25 percent of U,S.
consumption (in terms of quantity) to 30 to 4O percent of consumption.
The impact of the Increased importsvwould probably be gt least partly
offset by the increase in overall consumption, and the proportion of the
market supplied by lmports would be significantly smseller in 'berms. of
value than in terms of quentity. Factors that would operate to 1limit
expansion of imports Include the followingt (1) Several domestic pro:
ducersg have strengthened thelr competitive position by> heavy investment

in improved equlpment, (2) Japanese producers of flatware s who formerly
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depended largely on sales In the U.S. market, now have numerous additional
| markets, and (3) the price differential between the Japanese and the
domestic article, which has narrowed since 1957, is wmlikely to wilden
sppreclably, in view of rising costs in Japan. (The effect of that price
dilfferentisl has been st least partly offset by the prestigenpromc;ting
sales practices of U.S. producers.)

Most of the increased imports that would result from terminstion of
the quota system would be likely to come from the Far East, mainly from
Japan but also from Hong Kong, the Nansel and Nanpo Islands, Talwan, and
Koreay European sources would also contribute a minor share. Although
most of the Imports from Furope since the establishment of the tariff
quota system have conglsted of nonquota articles, total imports have been
regtricted because gome of the sets made in Furope lnclude spoons and
forks valued at less than $3 per dozen, which are therefore clasgifisble
as quota merchendise. Removal of the quota would operate to stimulate
imports of such sets, as well as to dlscourage imports of certain other
types of flatware (principally from Asia), such as chrome~plated flatwere
and flatware with handles whblly or chiefly of plastics. |

Under the U.S. tarlff quota system lmports of fla:bwaré have tended
to be concentrated In the hands of a few large Importing comcerns. Only
such concerns have had sufficlent funds to finance Imports under the
the quota system and remain steady suppllers of lmported flatware. If
the quota were removed, the same concern;s, with established sources of

supply and channels of dlstrlbution, would be likely to retain a
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dominant positlion and to be the principal competitors of the mogt efficlent
U.S. producers of flatware.

Termination of the tarlff quota system would tend to sharpen come
petition generally and to stimulate still greater use of labof»saving
methods. The productlion of stalnless flatware 1s characterized by
important technological advances that tend to be most advantageous for
the larger operationg and for those producers that have developed
speclalized methods of manufacturlng stalnless~steel flatware as a
distinct product, different in important respects from other kinds of
flatware. Profitability of stalnless~steel flatware operations, however,
has not varied solely with the size of the operation. Some of the smaller
establlishments have malntalned operations that are reasonsbly profitable
by exerclsing ingenulty in particular processesy by specilalizing in s
particular type of flatwere, and by aggressive merchandlsing..

Since 1958, three major producers have ilncreased their share of
U.S. sales of stainless-steei flatware at the expense of other domestic>
concerns. * ¥ ¥ Under the pressure of lncreased Imports the trend toward
concentration would doubtless continue, and some smaller producers, as
well as others that have operated consistently at a loss, might be
obliged to discontinue producing stalnless-~steel flatware.

The bulk of the imports In recent years have entered at the ﬁthin~
quota rates of duty. If the quota were 'temingted these rates would
continue gpplicable to all lmports regardless of quantity. The resultant
Increase in lmports would tend to depress prices somewhsat or at least to

check upward price revisions. Malntenance of moderate prices, however,
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would stimulate the overall demeand for stainlessmstesl flatware, As
imports iIncreased, they would be likely to supply a larger portion of

the low-end market, which now takes an estimated 60 percent of the Quantity
and 30 percent of the value of U.S. production. This market 1s the
premium, supermerket, promotional, house~to=house, and. chainstore.fields,
where price 1s a compelling 1f not controlling consideration.

With en increase in the aforementioned categories of imports, the
U.S. producers might be expected to supply a larger share of the market
in the departmentw-store, meil-order, and commercial~users flelds.
Department stores have traditionally been the principal sellers of better
quality stalnless~steel and silver~plated flatware., ¥ % %

The Import restrictions imposed by the President in 1959 could be
reduced 1n greater or lesser degree by various meeans, rather than‘entirely
eliminated. The economlc effect of any partial relaxation of.the Inm
creased lmport restrictions would be similar to the effect of complete
elimination of the tariff quota system, but less pronounced.

Respectfully submitted.

B e

Ben Dorfman, C %irman

/,Quwc £ Sopsh—

é?ﬁoseph E. Talbot, Commigssloner
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Information Obtained in the Investigation

U.S. tarliff treatment

The tariff descriptlion and rates of duty currently applicable to
stainless~steel table flatware under the Tariff Schedules of the United
States (TSUS) are showﬁ in table 1. 1/ The rates applicable to such
ware, including the type subject to the quota established by Presidenw— A
tial Proclamation No. 3323, are set forth in TSUS items 650,09, 650,11,
650,39, 650.41, 650.55, and 651.75. The rates established by the pro=
clamation are set forth in items 927.50 to 927.54 of the TSUS appendix,
where the quota~type flatware is described as "knives, forks, and
spoons, all the foregoing valued under 25 cents each, not over 10.2‘
inches in overmall length, and with stainless steel handles." The in-
creased rates of duty applicable to imports of this flatwére in excess
of 694million single units (5.75 million dozen pieces) in any l2-month
period beginning November 1 are set forth in TSUS items 927.53 and
927.5k4.

For imports of stalnless-steel flatware within the quota, Proclem
mation No. 3323 continued the rates of duty that had resulted.from
reductlons granted by the Unlted States in a serles of trade agreements..
For Imports of quotamtype flatware in excess of the quota, however, it
imposed rates that were higher than thé original rates in the Tariff
Act of 1930. The proclalmed increased rates gpplicable to stainless-

steel table flatware imported in excess of the quota apply to imports

1/ The TSUS became effective on Aug. 31, 1963.
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from all couﬁtries; g/‘whether or not such countries have beeﬁ desige
nated by the President as being under Communist domination or control.

The tariff quota on stainless-steel table flatware will terminate
at the close of October 11, 1967, pursuant to section 351(c)(1)(B) of
the Trade Expansion Act of 1962, unless extended under section
351(c)(2).
on imports from all sources in the 12~month peribdAending August 31,
1964, are shown in table 3 for both quota and nonduota types of flatware
which were not imported in sets. g/ The one ad valorem éuty and the
average ad valorem equivalents of the two campdund duties, collected on
quotaptype flatware (except sets) imported within the quota ranged from
17 to 25 percent. The dutles collected on such flatware iﬁportedvin EXna
cess of the quota (which accounted for 9 percent of the total‘quantity-
of imports of quota}type flatware) were 60 percent ad veloren and a
compound,fate which ﬁas equivalent to an avefage of 87 and 94 percent on
the two categories of imports. With respect tg_nonquota types of flat-
ware (except sets) the average ad valorem equivalents ranged from 16 to
20 percent. .

The former tarlff description of stainless-steel table flatware and
the rates of dut& applicable thereto under the Tariff Act of 1930, as

modified in trade sgreements and later by the President‘é’proclamatibn

;/’Imports from the Phnilippines receive preferentlal treatment. Cur-
rently the rate on such imports 1s 40 percent of the lowest tradew
agreement ratesj commencing Jan. 1, 1968, they will be dutlisble at 60
percent of such rates. ‘

g/ The value of quota~type flatware imported in sets is not reported
in official statistics, and neither the quantity nor the value of non-
quote~type flatware imported in sets is reported separately.



20

of October 20, 1959, are shown in table 2, The rates of duty applice

able to stainless~steel flatware under the TSUS are essentially

equivalent to those applicabie'ﬁé?Gfé"%Ee TSUS became effective; howw
ever, the TSUS introduced certain modifications in accordance with the
procedures prescribed in title I of the Customs Simpiification Act of
1954, The principal changes in customs treatment so introduced were
as followssy |

(1) The tariff quota established by the escape~clause procleamation
for stainless~steel table flatware, formerly limited to flatware Wholly
of metal and in chief value of stalnless steely was broédened,in the
TSUS to cover knives, forks, and spoons with étainless~steel handles.
Consequéntly, certain flatware having combination stalnless=steel and
plastic handles 1s now subject to the tarlff quota if the essential
character of the handles is that of stalnless steel. |

4(2) The tariff quota was formerly limited to "table" kmives, forks,
and spoons, whereas in the TSUS the quota prgvision is not Iimited to .
"table" knives and covers "kitchen" forks and spoons in addition to

"table" forks and spoons. 1/

1/ H.R. 12253, A bill to correct certain errors in the Tariff
Schedules of the Unlted States, as passed by the House and Senate cons
tained a new provision (proposed item 651.15) for certein camping and
plcnic sets to be dutisble at 25 percent ad valorem (60 percent ad
valorem if the products of Communist~dominated or controlled coumtries
or areas). Enactment of this provision into law would meke such cemp=
ing and picnic sets nonquots merchandise., The Ways and Means Commits
tee in its report (88th Cong., 2d sess., H. Rep. 1728, p. 28) stated
that "these sets were not intended to be included in the escapewclause
action affecting stalnless steel table flatware.,” This provision was
one of several requested by the American Councll of Flatware Importers,
the general tenor of which was to restore the former language of the
tariff and escape~clause proclamation relating to stalnlessmsteel
table flatware. H.R., 12253 was not enacted into law for reasons un~
relsted to the provislon for camping and plenic sets.
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(3) Sets of two or more articles containing one or more articles
of flatware are provided for in item 651,75 and they are dutiable at the
rete applicable to that article in the set subject to the highest rate
of duty. l/ Prior to August 31; 1963, the effective date of the TSUS,
there was no similar pfovision for sets of knives, forks, and spoons,
end the duty on sets was the sum of the duties on the individual
articles. Importers contend that the "set" provision disrupts their
former practice of importing flatware in setsj to avoid paying the
higher rate of duty, they must now import knives, forks, and spoons
separately and repackage them in sete after importation;

In some sets of knives, forks, and spoons the knives are valued
at $3 or more per dozen while the other pieces are valued at less then
$3 per dozen. All the articles in the sets are dutisble at the rate
applicable to the article in the sets having the highest rate of duty.
If some of the articles in the set, valued at less than $3 pér dozen,
are quota~type. articles imported in excess of the quota, the highest
rate will be that which is applicable to such articles.

(4) The rates that formerly applied to knives and forks Tless than

4 inches in length, exclusive of handle, are applied under the TSUS

1/ There was some wncertainty as to the administrative practice in-
terpreting this provision until Oct. 21, 1964, when the Buresu clari-
fied the matter by issuing a statement that, "when knives, forks,
gspoons, or other articles of flatware sets are packed with each article
packed in immediate contsiners "by the dozen (i.e., open=stock or bulke
packed)', as distinguished from being packed in immediate containers 'by
sixes! or 'by eights?, item 651.75 is not applicable even when different
articles are so packed in the same outer shipping container,"”
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to all imported stalnless-steel knlves and forks regardless of blade
length, both for quota~type and nonquote-~type flatware.

Although the sabove-llsted changes (e.g., omlssion of the word
"table" for knives with stainless-steel handles) affect the scope of
the import statistics used in this report, such statistics are closely
comparable with the U.S. production statistics pertinent to the in-
dustry definition used by the Commission when it found injury to the
U.S. stalnless-steel table flatware industry.

Japanese export quota

Japen maintains quantitative controls on its exports, to the United
States and various other destinations, of stainless~stee} table flatware
‘not more than 26 centimeters (10.2 inches) in total leng%h. Presumably
such controls are exercised to forestall even more restrictive action
by importing countries and to avoid "excessive competition" among
Japanese manufacturers and exporters. Valldation by Japan'ts Ministry
of International Trade and Industry (MITIL) is required for all ship-
ments of articles under these controls. Validatlion requests are sub=-
mitted through the Japan General Merchandise Exporters Assoclation;
.firms not members of the association submit their requests directly to
MITI.

Beginning in 1962, export quotas were set for L-month periods in
order to encourage orderly exportation of flatware throughout the year.
In 1963 and 1964, two separate quotas were instituted for the above-
mentioned flatware: that valued at less than $3 per dozen pleces and
that valued at $3 or more per dozen., However, only the first category

falls within the scope of the flatware subject to the U.S. tariff quota.



The following tebulation shows Japan's export quotas (in million

dozen pleces) for 195864

v 1 { Jenuary~ 3§ May~ 1§ September=-
Year and item : Total ¢ April & August : December
t H H H
1958 et 5.5 s 1/ s 1/
1959 e 5.5 ¢ I/ s I/ s v
1960 1t 5.5 ¢ 1/ 1 1/ ¢ 1/
196Lmmm e t 3.5 % 1/ I/ %/
1962 _— - L.o5 g 1.1 ¢ 2.0 1.85
19631 : [ $ ! H
Less than $3 per dozen H t : $
pleces~ t 5.5 1 1.3 3 2.2 ¢ - 2,0
$3 or more per dozen H 3 H 3
plecesm~ ———t 8 g 1/ 1 1/ ¢ 1/
196k 1 $ - 3 1
Less than $3 per dozen H 3 3 3 ,
plecesmmmmmmmamummtm————y 5.5 1.8 3 2.0 ¢ 1.7
$3 or more per dozen : H : :
pleces~= : ~: 8 13 1/ s 1/t 1/
- Flatware with part 4 H H H
plastic handlesemmm—mmmm 3 8 g/ 3t ;/ 3 g/
$ §

‘ 1
1/ Not allocated to periods of less than a year.
2/ Considered an exceptional one-time quota.

-

Data compiled from official Japanese statistics show.that Japan's

annual exports to the United States of both flatware subject to the
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Japanese quota and that not subject to the quota were as follows (in

million dozen pleces)i

Ttem 1958 : 1959 t 1960 : 1961 : 1962 3 1963 : Sept.

o 00 e o

Stainless= H
steel flat- i
ware subjectt
to the H
Japanese exw~$
port quotam=: 5.k
Stalnlesggw t
steel and
other types
of flatware
not subject
to the
Japanese exwi
port quota~-: 2/
Totale—mmw=y 2/

(o)
L]
n

L.6 3.0 3.6

e o0 60 0@ SO ¢ S0 eo osd PO o

v 0@ oo oo »o

2.1
5.9

2.3
5.3

2.8
6.4

SO S0 64 S0 PO P 6 GE QG S GO 06 S8 SO TO 69 SO 0O SO
oo oo 20 o0 o0 e o e Ce ©e o0 S0 so LP LG SO co oo
°
*0 oo 00 00 ef ¢ OO OO SC PO e 4O O ©O OT SO e O¢ o8
[

oo leg o8 ©e0 o¢ 00 eo oo

1.4 ¢+ 3.0 3.0
6.0 1t 9.2 9.1
1 t t 3

1/ Includes 5.8 million dozen pleces valued at less than $3 per dozen and
0.3 million dozen pleces valued at $3 or more per dozen. Also includes a
minor quantity of butter knives (6,342 dozen). :

2/ Unknown.

T.2

®e ©50 |60 *0 66 66 *0 60 SO SO 0 G0 60 O €O #G SO ©6 8O ©O

6 o0 e 62 06 00 G0 ¢ S0 PO @ S0 OGP 0 C¢ op VI sw DO oD
°

e 44 o 40 60 G S¢ O % SO 6 PO 0O e SO od ob

The flatware not subject to the Japanese export quéta consists largely
of chrcme;blated.carbon steel flatware, stainiess—steel flatware with
hendles contalning an integral plastic part, and stainless~steel flatware
more than 26 centimeters in length. '

Japants exports to the United States of flatware subject to the
export quota exceeded the quota in 1960. In'l963, exports of stainlesse
steel flatware valued at less than $3 per dozen pleces exceeded the
quota for such flatware, while exports of stalnless-steel flatware vélued
at $3 or more per dozen pleces did not exceed the respectivé quota,

Exports were less than the quota in the other years (when the aggregate

quota was not allocated by price categofies). Exports in a given quota
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period may exceed.the quota even though the smount of flatwaré licensed
for export in that period is within the quota; since licenses are valid
for 3 months from the date of issue. Hence, limiting the lssuance of
l1icenses to the quantities provided for by the export quofas does not
insure that actual exports in a quota period will be within Japan's quota.

Japan also maintains quotas on 1ts exports of stainless~steel flat-
ware to Ceanada. In Europe, quotasw-renegotiated annually=-are imposed
on imports of stainless-steel flatware from Japen by France, Italy,

West Germany, Benelux, Sweden, the United Kingdom, and Greece. Since.
1959 Japants exports of stalnlesg~steel flatware (to all countries) have
fluctuated irregularly. They reached a total of sbout 15 million dozen
pleces in 1963, compared with about 11 million dozen in 1959. In 1959
according to U.S. statistics the Unilted States recelved about 80 percent
of Japan's exports, compared with 37 percent of the larger total exported
in 1963.

Through its "check price" system, Japan also maintains ﬁinimum
dollar export prices for stalnless-steel flatware and various other prod~
ucts,y some of which also are subject to export quotas. }/ Apparently
the major purpoées of this system are to prevent excessive price cutting
and to assure orderly marketing. However, the U.S. importer of the
Japanese ware sometimes recelves a rebate in the form of a credit in yen
which may be applied toward the purchase of other goods or services in

Japan.

1/ Effective Sept. 1, 1063, '"check prices’ on stainless=steel flatware
were increased by 5 to 10 percent.



U.S. consumption

The U.S. apparent consumption of stainless~steel table flatware
(sales of domestlcally produced flatware plus imports less expofts)
amounted to 33 milllon dozen pleces in 1964, compared with 28 million
dozen in 1963 (table 4). Apparent congumption rose rapldly from 12,
million dozen pleces in 1953 to 22 million in 19565 it averaged sbout
24 million dozen pleces annually in 1956=59 and 28 million dozen annually
in 1960-6l,

The upward.trend.in consumption of stainless=steel table flatware
is attributable principally to (1) the increased acceptance of this
warej (2) its lower price compared with sterling and silver-plated wares ;/
(3) its availsbility in a wide range of new and sttractive patterns; (4)
1ts utilitarisn characteristics, such as resistance to stains and tarnish
and ability to withstand mechanical washings (5) the increase in the
nunber of U.S. households since 19503 and (6) fhe increase in the mumber
of families that have more than one set of flatware. Additional factors
contributing to the much higher apparent consumption in 1964 were the
increase in pgrchasing power resulting in large part from the tax rew
duction which became effective in that year, and the utilization of
stainless~-steel flatware in unusually large quantities for promotional
and premium purposes by retallers and manufacturers of products other

than stalnless~steel flatware.

}/'Unlike precious-metal ware, stalnless-steel ware 1s not subject
to Federal exclse taxes.
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Market research conéucted.ﬁy the flatware industry indicates that
the flrst table flatware purchased by well over half the newlyweds in
the United States consists of stainless flatware. According to.the U.S.
Bureau of the Census, the number of marriages in the United States averw
aged sbout 1.5 million each year in the period 1950-61 and increased to
an average of 1.6 million annually in the years 1962-63. The numﬂer of
marfiages was sbout 1.7 million 4in 196k and is expected to be substantially
greater during the latter half of the 1960's.

In addition to the household markety a large and growing commercial
and Institutionsl market exists for present and future sales of stain-
less~steel table flatware. The mumber of eating and drinking estasblishe-
ments in the United States, classified by the Census Bureau as retail
establishments, appears to be increasing. These important users find
stainless~steel flatware to be inexpensive and well adapted to frequent
machine washing. At the time of the last census count in 1958, there
were 344,740 such concerns. Sales by such establishments have increaéed
each year since then, and in 1963 they reached a total of $18.1 billiom.
The number of schools, hospitals, and factories equipped with caféterias
has also greatiy increased in recent years. Eating flaces of this tyﬁe

use almost excluslvely flatware of stalnless steel,

U.S. producers

In 1952 and 1963, 20 producers of stainless~steel table flatware
reported data on thelr operations to the Tariff Commission. These firms

comprise all U.S. producers of such flatware known to the Commissions



28

thelr production 1is probably close to 100 percent of the U.S. total. One
small establishment, which produced only high-grade flatware, was absorted
by one of the largervproducers and the number of reporting firms was
reduced to 19 in 1964,

Of the 20 concerns which reported operations to the Tariff Commission
in 1963, 5 were located in Connecticut; 3 each were located in Magga~ ‘
chusetts and Rhode Island, 2 each in New York, New Jersey, and California,
and 1 each in Ohio, Virginia, énd,Kentucky.

Some of the concerns produce stainless-steel flatware almost exclum
sively; others manufacture various other articles in differing proportions.
The 20 concerns are grouped below In terms of the ratio of net value of

thelr sales of stalnless~steel faltware in 1963 to total net sales of all

products produced in the same establishmentss

t Ratio of net sales of staln=

e

Ratio (percent) of net

t less=steel flatware to total

sales of stainless-steel ¢ XNumber of ,  ,f gych sales by all estabe-
flatware to total net saless estgﬁ%%gh— : 1ishments
of the establishments t H
. . On quantity ‘ On value
H H Percent H Percent
t t H
1-20 ——t 31t 3t 6
21-49. 1/ x 3 1 bl 43
50~95-§/' —— Lt ! b 36 L3
96~100 - t T ¢ 16 ¢ 9
UnKI OWYarms e omom o ? 33 1 1
¢ 3 5
1/ * % %
g/ * ¥ %

Those firms which do not speclalize

alone, produce such articles as sterling

in stainless~steel table flatware

and silver~plated flatware and
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hollowware, chrome-plated and other miscellaneocus types of flatware,
cutlery, kitchen utensils, dinnerwarey; or a combination of several of
these articles. Some of the firms produce unrelated articles in estabw
lishments separate from those in wh.{ch stainless~gteel table flatwaie is
produced, Some of the smaller firms speclallize in the production of
stalnlegs~steel knives, while others produce only forks and spooné s which
they supplement with knives that they elther puréhase from other domestic
manufacturerg or lmport. |

Date collected by the Commlsslon related only to the establishments
in which steinless~steel table flatware is produced. These data indlcate
that the man~hours of work on such flatware in 1963 were sbout threew
elghths of the total man~hours worked in the establishments.

A number of the producers have Invested a total of several million
dollars in new machinery to reduce cosgts and increase producti,vitjr during
the past 5 years. This improvement has been accomplished primarily by '.
the installation of faéter autometic production equipment and lmproved
methods of conveylng work from one operation to another, thereby reducing
the nuwber of manual operatlons requlred, and by a reduction in the amount
of scrap genefafbed. A trend toward greater productivity per men-hour is '
evident in statlistlics submitted to the Commission by the producers for

years since 1957.

Production, sales, and inventories

U.S. production of stalnless~steel table flatware in 1963 amounted
to 2L.4 million dozen pieces, slightly more then in 1962, The average

annual production in 1951-~57, before Japan introduced restrictions on
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the exports to the United.states, was 12.3 million dozen pilecesj the
average ammual production in 1958-61 was 17.8 million dozen pieces (table
4), Production in the first half of 1964 smounted to 13.4 million dozen
pleces, compared with 10.5 million dozen pileces in the corresponding
period of 1963.

In 1963, sales of stalnless~steel table flatware produced.in.the
United States amounted to 22.1 million dozen pleces, valued at $47.1
million, exceeding those in any prior year (table 5). In the first 6
months of 1964, sales amounted to 12.7 million dozen pleces, valued at
$29.2 mi1lion, compared with 10.7 million dozen pieces, valued at $22.6
million, in the corresponding period of 1963. Preliminary data indicate
that U.S. producers! gales amounted to 26.7 million dozen pileces in the
full year of 196L4.

Since 1957 from three~fourths to four~fifths of the stalnlessmsteel
flatware sold by the domestic industry has been accounted fox: by the sik
largest manufacturers..

The average value per dozen pleces sold increased from $2.05 in 1962.
to $2.13 in 1963, compared with $1,86 in 1951~55 and $2.14 in 1956=61,

In the first 6 months of 196l the average was $2.30, compared with $2.12
in the corresponding period in 1963,

U.S. manufacturers? inventories of finished stalnless=steel flatware
declined from 2.8 million dozen pileces on December 31, 1962, to 2.2
million dozen at the end of 1963, and increased to 3.0 million dozen on
June 30, 1964, Inventoriles on June 30, 1963, were 2.5 million dozen. At
the end of 1963, inventories were equivalent to 10,1 percent of the year®s

sales, a lower ratio than in any other year in the past decade (table 5).
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Increased séles of stalnless=gteel table flatware were accompanied
by a decline in sales of‘silver flatware (particularly of silver-plated
ware) and mlscellaneous types of flatware (table 6). In 1951, stainless;
steel table flatware accountéd.for 37 percent of all flatware sold by
U.S. producers of stalnless~steel flatware (which account for the great
bulk of all domestically péoduced.flatware); by 1956 the share had 1in-
creased to 55 percent, and by 1963, to 80 percent. The total quantity
of flatware sold by U.S. manufécturers of stalnless-gteel flatware in
1951 was 30 million dozen pleces. In 1952 such sales were substantlally
lower~~24 million dozen pleces. Thereafter, sales increased irregularly
to 28 million dozen pleces in 1955, declined to 22 million dozen pleces
in 1957, and then rose, with annual fluctuations, to 28 million dozen
pleces in 1953.

.Data on the value of all types of flatware sold by manufacturers of
gtainless-steel flatware are not avallable for years prior to 1956, Tn
1956 returns from stainless-steel table flatware accounted.fo¥'29 percent
of the sales value of all types of flatwarey by 1963, the share had inw-
creased to S1 percent. In 1956, sales of flatware (all types)_by‘U.S.
mamifacturers were valued st $107 million, The value decreased sharply
to $91 million 4n 1957 and $90 million in 1958, rose to $99 million in
1959, end averaged thereafter about $93 million ennually.

As 1llustrated above, the shift to stalnlesswsteel flatware fram
other flatware has resulted in a smaller gross income from sales of flat-
ware because of the lower price of stainless-steel ware,

Trade names formerly feserved for gilverware, or those similar to

the ones used for silverware, are now wldely used in the display and ad=
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vertising of the stainleés~steel fletware made and sold by filrms enjoy=
ing 8 good reputation for thelr silverwsre. In States which have "falr
trade" laws the producers of nationally advertised,stainless»stéel table
flatware prescribe minimum retail prices.

There 1s 1ilttle likellhood of sterling silver and silver-plated
flatware regaining much of the flatware market already lost to stéinless?
The incressing price of sterling silver and gllver~plated flatware,
relative to the price of stalnless-steel flatware, has served with other
factors to place the articles containing silver at a disadvantage. The
price of silver in the United States was sbout 90 cents per troy ounce in
1951 and remained at gbout that level untlil December 1961. Thereafter,
the price of silver rose~~first iﬁ small increments and rapldly after
August 1962~~to $1.29 per troy ounce in July 1963 and has remained at
that'level since. The average wholesale prices of sllver=-plated flatware
increased by sbout 28 percentage points between 1951 and 1961 and remaiﬁed
at the 1961 level thereéfter notwithstanding that the price of sllver
rose substantially. The average wholesale price index of sterling silver
flatware increased 35 percentage points during 1951-61. Since 1961, it has
increased an aaditional 21 percentage polnts, reflecting the increased
price of silver.

The price of stalnless steel strip of the principal types used in
the manufacture of flatware (types 301, 430, and 410), was 47.50, L0.75,
and 40.25 cents per pound respectively, on January 6, 1958. On
Januery 1, 1962 it was 40.00, 38.75, and 40.25 cents. Since April 6,

1964 the price has been 39.75,v38.75, and 40.25 cents per pound. The
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latter prices have preveiled "subject to current 1ists of extras" on
which no data are avallable.

Exports have accounted for only a small part of the domestic manu=
facturers? total sales of{stéinless—steel tgble flatware. In 1963;
thelr export sales amounted to 231,000 dozen pleces (1.0 percent of total
sales), compared with 178,000 dozen in 1962 (0.8 percent of total-seles).
Tn the first 6 months of 1964, 105,000 dozen pleces were exported, com=
pared with 122,000 dozen pieceé in the corresponding period of 1963
(table 7). On the basls of preliminary data, U.S. produceré' exports
amourtted to about 220,000 dozen pleces in the full year of 1964,

The average value of the exported flatware was $l.97 per dozen
pleces in 1963, and $2.13 per dozen in the first 6 months of 1964, The
principél export markets were Latin American countries snd the Philippines.

The two largest U.S. manufacturers each operate plants in Canadav |
and Mexicoy one of them operates a plant in Northern Ireland. ‘In these
plants they produce stainless-steel table flatware. They also have
Joint ventures with.producers in France and Australia. Certain forelgn

markets are supplied from these sources rather then from U.S. plants.

Distribution‘;/

About one=third of the U.S. producers® sales of stainless-steel
table flatware were made to wholesalers and Jobbers in both 1956 and

1963, years for which the Tariff Commission sought information on this

}/ Data presented below and in the accompanying table should be used
with caution. The percentages shown are only a general indication of
trends in principal sales outlets. Some of the data submitted both by
producers and by importers may be erroneous owing to the interpretation
of categories of sales outlets by those reporting.
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subject. Imgpor‘ters‘i sales to wholesalers and Jobbers consfituted
sbout one~fifth of thelr total sales in 1956 but only onenten’c;h
in 1963.

The producers' sales to department stores, chain stores; and.
similar outlets amounted to 27 percent of their total sales in
1956, end to 23 percent in 1963. On the other hand, importers?
sales to such outlets comprised 53 percent of thelr sales in 1956,
end 59 percent in 1963.

The importance of jewelry stores as outlets for stainless
flatware declined for both producers and importers, but premium
sales became more important for both. Hotels and resteaurants
also purchased a greater share of total sales, both of producers
and of importers, in 1963 then in 1956, accounting for 13 percemt 
of the producers“and 3 percent of the importers' sales in 1963.

The following tabulation summarizes the information submitted

to the Commission concerming producers' end importers' sales
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outlets for stalnless~steel flatware, showlng the relative importance of

the various outlets in 1956 and 1963 (in percentages)t

>

. Producers . Importers
Sales outlet : :
;1956 | 1963 | 1956 | 1963
3 t 1 :
Wholesalers and jobberSmemmmmmmmmmmmm=t 33.8 ¢t 32.0 1 20.4 1 10.0
Department stores, chain stores, and $ H4 H
similar OUtletSmmmmemmmmmmmmmemeem 27,4 1 23,2 1 53.3 1t 59.k4
Jewelry stores, hardware stores, in= ¢ H : T
dependent drug stores, and similar : : s o8
oubletsmmmammmm - memmmt 8.3 1 2.9 8.2 % R
Premium ware saleSwmmmmcmmmmmmmmmmemmwmy 12,0 1 23,5 1t 8.1 1 22.3°
Commercial users (hotels, restau~ ' t H t
rants, etc.) O t+ 10.7 %t 13.0 3 1.0t 3.3
Manufacturers of Flatwaremmmmmmmmmm—mm=y 3.6 1 1.8 3 2 -
Sales to military servicesmmemmmmmmwmmt 2,7 i o7 8 02 1 o3
Other outletse - - 1 1.5t 2,93 8.6 L.,3
Totalews - - ¢+ 100,0 ¢ 100,0 ¢ 100,0 ¢ 100,0
$ t 3 t
Ratio of sample to total salesmemmmmm=t 100.0 3 100.0 3 88,0 1 1/
3 t

: t
1/ NWot available; estimated to be somewhat less than 50 percent.

U.S. lmports

Until late in 1957, when Japan introduced a system of exbort CONs=
trols, no U.S. Govermment controls, other than U.S. import dutles, were
employed to restrict U.S, imports of stalnless-steel table flafware. 1
Under such coﬁditions U.S. imports for consumption increased from 883,000
dozen pleces in 1953 to 10.6 million dozen pleces in 1957 (teble 4). They
amounted to 9.2 million dozen pleces in.l958, to 8.9 million dozen in
1959, and to a record high of 10.9 million dozen in 1960. The total'for
1960 included the bulk of the shipments entered within the first two

U.S. tariff-quota periods. TImports totaled 4.8 million dozen pleces in
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1961, and gradually incréased to 6.8 million dozen in 1964. 1/ Quota~

type flatware has accounted for the great bulk of the total lmports. Total

imports were equivalent to ol percent of apparent U.S. consumption in

the perlod 1960-6k, compared with 38 percent in the period 1956~59.
Tmports for consumption recorded by calendar years do not direcﬁly

reflect the operation of the U.S. tariff quota, because (1) the qﬁota

opens on November 1 of each year, (2) it does not apply to all types

of stainless-steel flatware, and (3) delays sometimes occur and adjust-

ments are made in recofding the data in officilal U.S. statistics.

However, the average of annual imports (both quota and nonquota types)

in the 5 years 1960-64—wat 6.8 million dozen piecesw-compared with the

tarlff quota of 5.75 million dozen pleces gives a rough indication of

the restrictive effect of the dutles applicable to overquota imports.
Jépan has been the princlpal forelgn suppller to the United States

in every year for which statlstlics have been recorded.(tableYB). It

accounted for 89 percent of the quantity and 79 pércent of the value of

the recorded imports in 1964 for which both quantity and value were

reported, and for about the same share of total imports in other years.

Hong Kong and the Nansel and Nenpo Islands supplied gbout 4 percent ofvthé

quentity and 2 percent of the value, and European countries accounted for

1/ The value of quota~type Flatware imported in sets is not reported in
officlal statistics, and neither the quantity nor the value of nonguota~
type flatware imported in sets is reported separately. During the period
September~December 1963 imports of quota~type flatware in sets amounted
to 1.2 million dozen pleces. In 1964 such imports amounted.to 2.3
million dozen pleces and are Included in the 6.8 million dozen shown in
the text. For the remainder of thls section date on the value of imports
are based on statistics which exclude imports in sets.
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the remainder. Accordiné to importers, the flatware industries in Hong
Kong and the Nansel and Nanpo Islands were recently established wlth
privately financed technical help from Japan and the Uhited.Stafes.

The entered value of stainless-steel table flatware imported.ffom
all sources averaged $1.43 per dozen pleces in 196k, compared,with $1.36
per dozen in 1963 (tsble 8). The aversge forelgn value increased.frdm
$1.62 per dozen in 1953 to $1.76 in 1954, but declined each year there- '
after until 1958 when it reached a low of 98 cents per dozen pleces.
After 1958 the average'value gradually increased., The average forelgn
unit velue of imports from Japen was lower in each year than that of
imports from any other source except Hong Kong and the Nanéei and Nanpo
Tslends. The unit values of the relatively small imports from Denmark,
the United Kingdom, and Sweden were consistently from 4 to 7 times the
unit value of the imports from Japen. Most of the Imports from Europe
In recent years have consisted of nonquote types of flatware. |

Knilves comprised 27 percent éf the’number of pleces lmported in
1963 for which foreign value was recordedj thelr average entered value |
was $2.21.per dozen. Forks also comprised 27 percent, with an. average
value of $l.lﬁ per dozen, and spoons 46 percent, with an average valﬁe‘
of $1.01 per dozen. About 56 percent of the imports that were outside
the scope of the tarlff quota by reason of thelr having a forelgn value
of $3 or more per dozen pieces consisted of knives (table 9).

As it dald in earlier years, quota~type flatware accounted for mbst
of the imports in 1964 (table 10). Of the 6.8 million dozen total

imported in that year, 6.1 million dozen pieces (90 percent) consisted
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of quota~type ware. Of the 6.1 mi1lion dozen pleces of quota~type ware
imported, only 363,000 dozen (6 percent) were in excess of the quota and
were therefore dutisble at the higher rates proclaimed by the Presldent.
The entrles of quota~type Iflatware in excess of the quote in 1964 were
about the same as in 1953, but were more than double such entrles in
1962.

Before the U.S., tariff quota was imposed, the largest monthly volume
of imports of staiﬁless~steel table flatware usually occurred in October
and November. Imports; in those months conglsted largely of flatware ‘
entered for Immediate consumption.‘ Since the establishment of the quota,
imports in October have consisted mostly of quota~type flatware entered
into bonded warehouses for withdrawal after November 1, when the within—-
quota rates become applicable (tables 11 and 12). To avold pa;ymenf. of
the above~quota rates of duty, importers enter substantial quantities
of flatware in the early months of the quota period even though the flét—- '
ware might not be sold until much later.

In each quota year except the first, which began 10 days after the.
Presldentlal proclamstion, large quantities of stainiess~steel'flatwa;'e
were cleared through customs in November, the opening month of the quota.
These imports conslsted largely of flatware withdrawn from U.S. bonded
Warehgases s where they had been accumilated for several monthg prior to
the opéhing date of the new quota year, as well as flatware entered for
immediate consumption. As a result of a more orderly lssuance of export

licenses by Japan beginning in 1962, however, imports for consumptlon
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were less concentrated in the first month of the quotae years 1961-64

than in 1960, as shown below:

Quantlty entered Month in
Quota year in filrst quota month which quota
beginningm=- (million dozen pleces) was filled
Nove 1, 1960mmmmmmsm k.9 December 1960
Nove L, 1961emmummmse 3.5 April 1962
Nov. 1y 1062mmmmmmmn 2.2 June 1963
Nove Ly 196 3mmemsmsorin 2.0 April 1964
Nove 1y 196lmmrsmmmimim 2.6 February 1965

According to data reported by the U,S, Department of the Treasury,
the quota was filled somewhat later each yeaﬁ up to the quota year
1963~64, when (under the TSUS) certain articles not formerly defined as
quota ware were included.within the definitlon of the quota~-thereby
cauging an earlier closing of the quota.

The quota that opened November 1, 1964, was filled by February 27,
1965. Certaln articles that were not considered to be within thevquota
before August 31, 1963, were thereafter included within 1t. For this |
reason Importers hurriéd to enter thelr shipments, a large part of which
had accumulated In bonded warehouses prior to the opening of the quota'
year (teble 12). Substantial initial entries at the opening of the
Quota year (aﬁout 1.5 million dozen pileces during the first week) proﬁpt~'
ed some importers, no doubt, to increase thelr rate of entries in enticie
pation of an earller closing of the quota. The dock strike of October 1,
1964, postponed for 80 days by court ofder, tled up most of the U.S..
east coast and Gulf ports after December 203 thls development also spurred
the Importers of flatware to’enter their shipments early. A few firms,

one of them a divislon of a U.S. company which produces stainless~steel
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flatware, begen to import stalnless-steel flatware at about the time of
the opening of the quota in November 1964, Moreover, an expectation of
a brisk demand In 1965 also intensified competition for shares c;:f the
quota and contributed to 1ts early closing. |

Although most,. importers anticlpated--to some degree-~the earliex
closing of the quota and the difficultles in importing caused by ’t;,he
dock strike, a number of them had shipments of qﬁotar-type flatware
arrive too late to be ‘entered under the quota. Such late shipments
were entered into bonded werehouses s and infoma‘tionv obtained from
importers indicates that the quantlty of quota~type flatware 1n bonded
warehouses was consldersbly larger after the £illing of the 1964=65
quota than it was after the closing of the previous quota.

Since the Japanese export quota and the U.S. import tariff quoté
on stainless~steel table flatware became effective, the average féreign
velue (per dozen pleces) of U,S. imports of quotae~type flatware from
Japan has increased almost annually, and the average forelgn value of
nonquota types Ilmported from that country has generally decreased, as
shown below:

Average forelgn value per dozen pleces

_ Quote~type Nonquota~type
Year flatware flatware
1958 $0.80 $3.27
1959 mmmms .93 3.0k
1960~ - e .92 3.04
1961. . .95 3.07
19620 - 97 2.48
1963 - ~~ 1/ 1.0k 1/ 2.31
196k s 1/ 1.1 1/ 2.57

‘I_L_/ Based on imports excluding sets. See footnote on page b.
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Apparently the rise in the average value of quotalfype flatware
imported from Japsn reflects an increase not only in the proportion of
higher quallty ware imported but also in the prices pald for gdods of
comparsble quallty. Idmiting the quantities that may be imported ﬁi‘bhn
out the payment of an increased duty contributed to both of these txfends.

Some importers, although dissatisfied with the chenges made 't;»y the
TSUS 1n the description of the articies subject to the U.S, tariff
qiota, appear to beneflt from the quota itself. Japan's practice of
allocating export licenses to firms on the basls of thelr purchases in
former years, as well as the U.S. tariff quota, tends to amsure such
firms a known shere of a limited market, allows them té upgrade thelr
merchandise, and permits them to sell at somewhat increased prices
without fear of severe competition from other importers. In general,
the importation of flatware is now conducted primerily by firms tﬁa’c
specialize in flatware and tsbleware, and by certain retail outlets that
import directly. _'._Lj |

Flrms that formerly imported flatware as a sideline, or only oc=
caslonally as speclal opportunities arose, have for the most part ceased

to do so.

Employment and wages

The average number of production and related workers in the estabm
lighments in which stalnless-steel flatware was produced increased from

Ty12L4 in 1962 to 7,618 in 1963 and to 7,823 in the first half of 196k,

1/ % % %
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In 1963 the mumber of man-hours (5,889,000) worked on stainlessw
steel table flatware by production and related Workérs was larger than
the mumber of wman~hours worked in any year for more than s decade § the
mmber of hours reported for the first 6 months of 1964 (3,1;15,000). was
larger than that for the corresponding period of 1963 (2,824,000)

(table 13). |

Man~hours devoted to the productlon of stainless~steel table flatware
in 1963 accounted for 38 percent of total man~hours worked by production
and related workers on all products manufactured in the estsblishments
in which stalnless~steel table flatware was produced. The ratios for
Individuel concerns ranged from about 30 percent to 100 percent.

The workers are pald on a combination of piecework and hourly rates.
The average rate on an hourly basis was $2.39 in 1963, compared with
$2.2é in 1962, continuing the upward trend in evidence at least since
1951 (teble 1L4). The unit labor cost has been falrly constant since
1951 notwlthstanding iﬁcreasing wage rates. The average labor cost was
65 cents per dozen pleces in the years 1951-57 and 61 cents in 1958=63.
The output per men~hour was 2.8 dozen pleces in the years 1951-57, com~
pared with 3.7 dozen in 1962, 3.6 dozen in 1963, and 3.9 dozen in the
first 6 months of 1964, The output per manwhour has increas.ed even
though the quality of the product mix has been upgraded somewhat since
1957. |

For 6 establishments that accounted for 81 percent of the production
of stalnless~steel table flatware in 1963, the‘ average output per manw

hour In that year was 3.5 dozen pleces, and the output per man=hour for
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individual concerns ranged from 2.5 dozen to 9.0 dozen. For the remaine-
ing 14 concerns, the average output per man~hour was 4.3 dozen and

ranged, for the individual firms, from sbout 1 dozen to about 1L dozen.

Prices recelved by U.S. producers

In the course of the current and the orlglnal escape-clause in#estiu
gations the Commlsslon obtained data on the prices received by U.S.
producers for thelr best selliﬁg stalnless~steel table flatware patterns,
f.o.b. factory, on or near April 30 for each of a seriles of’years. The
data show that prices recelved April 30, 196L, for open-stock stalnless-
steel flatware were as follows: Spoons, from $0.40 to $8.50 per dozen;
forks, from $0.80 to $11.50j and knives, from $2 to $20. Prices of
50-piecé sets ranged from $5 to $35.

Prices of domestically produced stalnless=~steel flatware have been
falrly stable in the period since the U.S. tariff quota was imposed
(tebles 15 and 16). Indexes prepared from prices reported fér the best
selling patterns show that the prlces of low~grade stainless~steel flate
ware declined slightly between 1960 and 1963, and the prices of medium- ‘
and high~grade flatware remalned falrly constant. }/ |

This recent price stabllity contrasts markedly with the upward
trend in prices in the 1956~60 periodm Indexes (prepared from a sample

of the best selling patterns in 1956) show that prices of low= end

g/ An Index of prices for domestic stalnless~steel table flatware
prepared by the U.S. Bureau of Labor Statlistlcs was first published in
January 1964, The BLS index was constant for the period December 1963~
January 1965.
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medium-grade flatware were sbout 10 percent higher in 1960 than in 1956
and prices of high-grade flatware were about 2 percent higher (tsble 17).
The foregoing trend‘in prices of stainless-steel table flatware

has been simllar to the trend for all products. The U.S. Bureau of
Labor Statistics Wholeséle price index for all commodities increased by
4 percentage points from 1956 to 19593 1t declined by 0.3 percentage

points from 1959 to_1963.

Profit~and~loss experlence of domestic manufacturers

Usable profit-and~loss data, on an esteblishment basis, were re=
celved from 17 domestic manufacturers of stalnless~steel teble flatware,
These 17 manufacturers accounted for approximately 98 percent of the
total net sales of domestlcally masnufactured stainless-steel table
flatware in each of the years 1959-63. Of the 17, 14 furnished adequate
profit~and=-loss data for thelr operatlons on stalnless~steel table flatw
ware alone. These 14 manufacturers accounted. for approximately 96
percent of the total net sales of domestically manufactured stainless~
steel table flatware in each of the years 1959-63, ¥* % *

The aggregaie net sales for the 17 establishments decreased from
$145 million in 1959 to $140 million in 1960 and then increased to $1hs
million in 1963, The ratio of the aggregate n<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>