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Preface

The United States International Trade Commission instituted the present
investigation, No. 332-156, on its own motion on February 22, 1983, under
section 332(b) of the Tariff Act of 1930 (19 U.S.C. 1332(b)) for the purpose
of assessing conditions of competition between domestic and foreign producers
of ceramic floor and wall tiles. More specifically, the investigation
assesses the competitive status of foreign-made and domestically produced tile
in the U.S. market (by major world suppliers), compares competitive
characteristics of foreign industries (by major world suppliers), and
identifies steps taken by U.S. producers in responding to import competition
in the U.S. market.

Notice of the investigation was given by posting copies of the notice at
the Office of the Secretary, U.S. International Trade Commission, Washington,
D.C., and by publishing the notice in the Federal Register of March 9, 1983
(48 F.R. 9968) (see app. A). Notice of an extension of the deadline for the
filing of written submissions in the subject investigation was issued June 24,
1983, and published in the Federal Register of July 7, 1983 (48 F.R. 31309)
(see app. B).

The information in this report was obtained from various published
sources, from survey questionnaires sent to selected producers and importers,
from discussions with industry executives, and from other sources. Responses
to the questionnaire by seven U.S. producers represent 70 percent and 67
percent of U.S. production and U.S. shipments, respectively. The response
rate from importers was lower, five firms, representing 15 percent of U.S.
imports of ceramic floor and wall tiles; nevertheless, the information
provided by importer respondents provides useful insights relative to the
competitive position of the U.S. ceramic floor and wall tile industry.
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EXECUTIVE SUMMARY

Ceramic floor and wall tiles (tiles) are thin surfacing units composed
primarily of shaped and fired mixtures of nonmetallic minerals. They have
been used for thousands of years as decorative veneers on floors and walls
because of their beauty and durability. Tiles are produced in numerous
countries throughout the world, including the United States, largely because
of widespread consumer acceptance, the relative abundance of the necessary raw
materials, and the relative simplicity and availability of the manufacturing
technology.

Only a relatively small percentage of U.S. producers' shipments are
exported to foreign markets, 4 percent in 1982 (on the basis of quantity).
Thus, it is in the U.S. market that foreign-produced tiles compete most
directly with the domestic product. The U.S. market's ease of entry, size
(about 500 million square feet valued at $500 million in 1982), and growth
potential (the United States has the lowest per capita consumption rate for
tiles of any of the major tile-consuming nations) have long attracted foreign
tile manufacturers. Major tile-producing countries such as Italy, Japan, and
Spain have already established themselves in the U.S. market, and others such
as West Germany and Brazil are currently trying to do so. Countries with
relatively smaller tile-producing capabilities have also been attracted to the
U.S. market.

The following highlights are the major findings of the Commission's
investigation.

o U.S. industry production and shipments declined during 1978-82.

U.S. demand for tiles is primarily dependent on the residential
construction market. The decline of U.S. residential building activity during
1978-82 reduced U.S. demand for tiles and resulted in decreases in both U.GS.
production and producers' shipments. U.S. production declined by 7 percent
during 1978-82 to 273 million square feet in 1982; U.S. producers' shipments
decreased by 2 percent during the same period to 295 million square feet ($354
million).

o Although exports represent a small percentage of U.S. shipments,
the U.S. industry doubled the volume of its export shipments during

1978-82.

The volume of U.S. exports increased by 104 percent during 1978-82 to 12
million square feet ($15 million) in 1982, whereas the share of U.S.
producers' shipments represented by exports increased by 2 percentage points
to 4 percent. Increased shipments to a single country, Saudi Arabis,
accounted for most of the export growth during this period.

o U.S. production of mosaic and glazed nonmosaic tiles tends to be in
different types and sizes than imports.

U.S. production of mosaic tiles is principally confined to unglazed
nonspecialties, which are not imported in significant volume and represented



less than 4 percent of the quantity of total U.S. imports of mosaic tiles in
1982. U.S. production of glazed nonmosaic tiles is concentrated in the
approximate 4-1/4"-square size, and such tiles represented 83 percent of U.S.
producers' shipments of glazed nonmosaic tiles in 1982. Imports of glazed
nonmosaic tiles are concentrated in other sizes. :

o As a share of sales revenue, U.S. tile industry profits outperformed
the average for U.S. durable manufacturing corporations during
1978-82.

The ratio of profits per dollar of sales before taxes for the U.S. tile
industry declined during 1978-82, yet outperformed the average for U.S.
durable manufacturing corporations during this period. The ratio declined by
almost 4 percentage points during this period to 9 percent, whereas the ratio

for U.S. durable manufacturing corporations decreased by over 5 percentage
points to 4 percent.

o The U.S. industry made substantial cagital expenditures during 1978-81
to improve its competitive position, but still appears to trail the
world's leading tile producing country in productivity.

Capital expenditures by U.S. producers equaled 11 percent of the value of
U.S. producers' shipments during 1978-81, compared with 4 percent for all
operating U.S. manufacturing establishments. Productivity in the U.S. tile
industry increased by 6 percent during 1978-82 to dbout 49,000 square feet per
production worker per year in 1982. Based-on estimates of equivalent figures
of 50,000 to 120,000 square feet attributed to Italian producers, U.S.
productivity still trails this world leader in tile production.

o Foreign ownership of the U.S. tile industry increased during 1978-82.

There was a net increase of four companies and seven plants under the
control of foreign interests during 1978-82, bringing their known control to
five companies and eight plants, compared with U.S. industry totals of 61 and
79, respectively. These five firms accounted for an estimated 20 percent or
more of U.S. producers' shipments in 1982,

o The decline in the import share of the U.S. market during 1978-82
appears to follow the decline in private, residential construction

activity. '

The quantity of annual U.S. imports posted an overall decline of 11
percent during 1978-82, compared with a decline of 2 percent for U.S.
producers' shipments, and the share of apparent U.S. consumption represented
by imports (on the basis of quantity) declined by 2 percentage points during
this period to 44 percent. The slightly weaker performance of U.S. imports
during this period, compared with -U.S. producers' shipments, appears to be due
to the narrower marketing base of imported tiles.” U.S. imports are more
dependent on the private, residential building market (where price is believedx



xi

to be especially important) than are U.S. producers' shipments, and this
market declined during 1978-82.

Imports, which represented an average of 36 percent of apparent annual
U.S. consumption (on the basis of quantity) during 1973-77, accounted for over
43 percent of U.S. consumption throughout 1978-82--peaking in 1979 at 49
percent. During the same period, the U.S. trade deficit in tiles increased to
$130. million in 1982 from $112 million in 1978.

o U.S. producers accounted for a significant portion of total U.S.
imports during 1978-82.

U.S. producers imported $40 million of tiles in 1982, representing an
increase of 35 percent during 1978-82 and a gain in share of total imports to
almost 28 percent in 1982. U.S. producers indicated in 55 percent of their
questionnaire replies that they imported tiles in response to import
competition. U.S. producers also cited price as a very significant factor in
their decision to import, and identified quality, terms of sale, aesthetic
appeal, and variety of foreign-made tile as significant reasons for importing.

o The tile industries of Italy, Japan, and Mexico, are the major foreign
competitors in the U.S. market.

In addition to Italy and Japan, which together accounted for 62 percent of
the quantity and 66 percent of the value of total U.S. ceramic tile imports in
1982, Mexico, which accounted for corresponding shares of 10 and 7 percent,
respectively, was frequently identified by U.S. producers as a major competitor
in the U.S. market. U.S. producers generally believe that each of these
foreign competitors has an overall competitive advantage in the U.S. market
when compared to U.S. products, although importers indicated that the overall
competitive position of Japanese- and U.S.-produced tiles were about equal.

o A comparison of factors affecting the competitive position of the U.S.
and foreign tile industries indicates that government involvement,

labor and capital costs, and marketing capebility are important
determinants of competitive advantage.

Industry evaluation of these structural characteristics of U.S. and
foreign industries suggests a competitive edge for foreign producers in the
U.S. market, except in the area of marketing, where domestic firms are
considered in a stronger position. When U.S. producers and importers
evaluated specific product attributes, they indicated that U.S.-made tiles
have the overall advantage in product availability, technical assistance, and
warranties, whereas foreign-made tiles appear to have their greatest overall
advantage in price.

On a bilateral basis, U.S. producers indicate that the United States
competes on an equal basis with its foreign competitors in technology, but
trails Italy and Brazil, whereas in most areas of capital formation and

X1



government involvement the major ceramic tile competitors of the United States
in all tile markets are judged to have a strong competitive advantage.
Competitive assessments of product attributes indicate that Italy has an
overall competitive advantage compared with U.S.-produced tiles, principally
due to lower price and greater variety in tile availability. Producer and
importer respondents also indicate that overall tile aveailability and the
marketing-related factors of technical assistance and warranties coastitute
important competitive strengths of U.S.-made tiles, although these advantages
are often not sufficient to offset price in determining overall compstitive
advantage of U.S. and foreign-made ceramic tiles.

o U.S. producers indicated that price was the major strength of
foreign-produced tiles in the U.S. market in }1982. The
strengthening of the U.S. dollar relative to foreign cyrrepcies
during 1978-82 contributed to the price gdvantgge of gogg;;n -mgde

tiles.

The differential between the average unit value of U.S. producers’
shipments and U.S. imports widened during 1978-82. Exchange-rate fluctuations
and foreign cost advantages in raw materials, labor, and capital are believed
largely responsible for a widening import price advantage. Exchange rates
especially tended to favor foreign industries for this everall period. The
currencies of all 10 major suppliers of U.S. imports in 1982 posted eversll
declines against the U.S. dollar during 1978-82. However, the depreeiation of
these currencies against the U.S. dollar did not result in a corresponding
reduction in the price of U.S. imports.

Xii



DESCRIPTION AND USES
Product and Manufacturing Process

Tiles are thin 1/ surfacing units composed primarily of shaped and fired
mixtures of nonmetallic minerals. They have been used for thousands of years
as decorative veneers on floors and walls because of their beauty and
durability. Tiles enjoy widespread consumer acceptance and are produced in
numerous countries throughout the world, largely because of the relative
abundance of the necessary raw materials and the simplicity and availability
of the manufacturing technology.

On a worldwide basis, tiles are most commonly characterized in trade
nomenclature as either glazed or unglazed. Glazes, carefully compounded
mixtures which melt to form a glassy coating when fired, are applied to a tile
face (the portion of a tile that is intended to remain exposed after
installation). This layer of glassy material makes the tile face impervious
to moisture and imparts a decorative appearance. Glazed tiles are available
in a wide range of decorative variations because of the diversity of glazes
available, including clear, opaque, monochrome, polychrome (e.g., mottled and
speckled), plain surface, textured surface, light reflective (bright glazes),
and light nonreflective (matt glazes). Glazed tiles are installed on both
floors and walls, in interior and exterior locations, but generally are not
recommended for floors subject to extremely heavy traffic. Even the most
durable glazes are applied in relatively thin layers that may be worn away in
heavily trafficked floor installations, and since glazed tiles typically have
glazes and tile bodies of considerably different physical characteristics
(e.g., water absorption rates, color, and texture), the wearing away of glazes
radically alters the overall physical characteristics of a glazed tile
installation.

Unglazed tiles, lacking glassy coatings, derive their physical
characteristics solely from tile body ingredients and their method of
manufacture. They are available in a more limited variety than glazed tiles,
because tile body characteristics alone cannot approach the number of
decorative variations possible by using varying combinations of tile bodies
and glazes. Unglazed tiles are also installed on both floors and walls, in.
interior and exterior locations, and are particularly well-suited (unlike
glazed tiles) for use in heavily trafficked floor areas. Since unglazed tiles
have uniform physical characteristics (e.g., water absorption rates and color)
throughout the tile body, wear in heavily trafficked floor areas does not
radically change the overall physical characteristics of an unglazed tile
installation.

In the United States, tiles are not strictly characterized in trade
nomenclature as either glazed or unglazed, these distinctions are used in
conjunction with a criterion of facial surface area. Tiles having facial
areas of less than 6 square inches are known as mosaic, and tiles having
facial areas of 6 square inches or more are termed nonmosaic. Both U.S.

1/ "No article 1.25 inches or more in thickness shall be regarded as a
tile,” headnote 2(a), part 2, subpart B, schedule 5, of the Tariff Schedules
of the United States Annotated (1983).




industry practice and U.S. tariff treatment combine the concepts of glazed,
unglazed, mosaic, and nonmosaic to distinguish three major types of tiles:
(glazed or unglazed) mosaic, glazed nonmosaic, 1/ and unglazed nonmosaic. 2/
Since the low level of U.S. exports focused this investigation on the U.S.
market, and this investigation revealed that significant differences exist
between these three types of tiles in the U.S. market (e.g., in the types of
construction where tiles are used and the countries supplying U.S. imports),
this report follows U.S. trade nomenclature practice by discussing tiles on
the basis of mosaic, glazed nonmosaic, and unglazed nonmosaic tiles.

Mosaic tiles are generally produced with a hard, dense body, which is
highly wear resistant and has a low water absorption rate. They are typically
produced in the form of squares or rectangles and are almost invariably
fastened together in sheets (e.g., 1' x 1' and 1' x 2') to reduce on-site
installation time. Sheets of mosaic tiles may consist of identical tiles or
mixtures of colors, shapes, and/or sizes arranged in a pattern. The method of
fastening the tiles in sheets may take the form of mounting or pregrouting.
There are two methods of mounting: face-mounting and back-mounting.
"Face-mounting tile assemblies may have paper or other suitable material
applied to the face of the tiles, usually by water soluble adhesives, so that
it can be easily removed after installation but prior to grouting of the
joints. Back-mounted tile assemblies may have perforated paper, fiber mesh,
resin or other suitable material bonded to the back and/or edges of each tile
which becomes an integral part of the tile installation.”" 3/ Pregrouted tiles
consist "of an assembly of ceramic tile bonded together at their edges by a
material, generally elastomeric, which seals the joints completely. Such
material (grout) may fill the joint completely, or partially and may cover
all, a portion or none of the back surfaces of the tiles in the sheets.” 4/
Face-mounted sheets tend to be the least expensive and afford the best
tile-mortar bond (since the maximum tile surface is directly exposed to the
mortar), but an installer cannot see the tile faces as the tiles are
installed, and additional work (the removal of the facing material) is
required of the installer. Compared with face-mounted sheets, back-mounted
sheets tend to be more expensive and more quickly installed (no time is
necessary to remove the mounting material), but they do not permit as durable
a tile-mortar bond, since portions of the tile back are covered by mounting
materials and cannot be in direct contact with the mortar. Pregrouted sheets
tend to be the most expensive and quickest to install, affording tile-mortar
bonds of various degrees, depending on the amount of tile surface in direct
contact with the mortar.

Mosaic tiles commonly are used on both interior .and exterior
applications, because of their low water absorption rate. Glazed mosaic tiles

1/ Such tiles are also referred to as "wall tiles,” but this is a misleading
term, since many of these "wall tiles" are installed on floors.

2/ Such tiles are also referred to as "quarry tiles,"” but this is also a
misleading use of the term. By definition, "quarry tiles" must be produced by
an extrusion process, but a significant amount of unglazed nonmosaic tiles are
not produced by extrusion.

3/ American National Standard Institute (ANSI) specification for ceramic
tile, ANSI A 137.1 - 1980.

4/ Ibid.



are available in a wider range of decorative effects than unglazed mosaic
tiles, but unglazed mosaic tiles are preferred for floor area subject to heavy
traffic. Both glazed and unglazed mosaic tiles are especially suited for
murals, curved-surface applications (such as columns), and areas subject to
moisture.

Of the three types of tiles, glazed nonmosaic tiles offer the widest
range of variations; they are produced in an ever-expanding array of shapes,
sizes, surface topographies, textures, colors, and glazes. In size alone,
they are known to vary from 6 to over 3,000 square inches in surface area.
Mounted and pregrouted sheets of these tiles have not gained widespread
consumer acceptance, and most of these tiles are installed individually. The
tremendous variety of body densities and water absorption rates and degrees of
glaze hardness make it difficult to determine whether or not a specific glazed
product is suitable for an installation, but variations exist that are
acceptable for almost any floor or wall, interior or exterior application.
Glazed nonmosaic tiles are not generally recommended for floor installations
subject to extremely heavy traffic.

Unglazed nonmosaic tiles offer the most limited variety of the three
types of tiles. This type of tile is generally installed individually,
requires little maintenance, is extremely durable, and is commonly less
expensive than the unglazed mosaic product. Unglazed nonmosaic tiles tend to
be used more frequently on floors than walls, are suitable for even the
heaviest floor traffic, and are used on both interior and exterior surfaces.
Tile producers are promoting exterior applications of this product by
emphasizing its brick-like appearance and superior mechanical and cost
properties in certain applications.

The raw materials, equipment, and manufacturing procedures of
establishments producing tiles are almost as varied as the tiles themselves,
but the manufacturing process basically consists of three steps: forming,
glazing (if applicable), and firing. Tile body ingredients, such as clay,
feldspar, and talc, are carefully proportioned to yield tile bodies with
specific characteristics. Such mixtures are formed into the various tile
shapes by friction presses, hydraulic presses, and/or extruding machines.
Unglazed tiles are fired after forming. Glazed tiles produced by the older,
two-fire method are also fired after forming, are coated with glazes, and are
fired a second time to fuse the glazes. Glazed tiles produced by the newer,
one-fire method are coated with glazes after forming, prior to a single
firing. Tiles are fired in a variety of kilns (tunnel, shuttle, and roller
hearth). Firing temperatures reach roughly 2,000 degrees Fahrenheit, and
firing times range from under an hour to well over 24 hours, depending on the
raw materials and equipment used and the characteristics desired in the
finished product.

U.S. Tariff Treatment

Imported tiles are classified under items 532.20-532.27 of the Tariff
Schedules of the United States (TSUS). Mosaic tiles are classified under
items 532.20 and 532.22, glazed nonmosaic tiles, under item 532.24, and
unglazed nonmosaic tiles, under item 532.27. The column 1 rates of duty shown
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in sppendix C for tiles were reduced as a result of negotiations in the Tokyo
vaund of the Multilateral Trade Negotiations (MIN). 1/ The following table 1
provides the staged reductions in the rates of duty as a result of the MIN.

There have been a number of investigation developments during 1978-82.
An entidumping finding against certain imports from the United Kingdom was
revoked, an affirmative countervailing duty determination and countervailing
duty order were issued against certain imports from Mexico, and the workers of
a firm located in New Jersey were certified as eligible to apply fer worker
adjustment assistance during 1978-82.

The U.S. Department of Treasury (Treasury) made public an affirmative
antidumping finding with respect to tiles imported under TSUS item 532.24
(glazed nonmosaic.tiles) from the United Kingdom im the Federal Register of
HMay 18, 1971 (36 F.R. 9009). The U.S. Department of Cemmerce (Commerce) 2/
conducted an administrative review of this matter and published a revocation
of the dumping finding in the Federal Register of March 26, 1932 (47 7.R.
13020) (see app. D).

Oon October 5, 1981, the Tile Council of America, Ine. (a trade’
association of U.S. ceramic tile manufacturers), filed a petitiom with
Commerce alleging that the Government of Mexico was subsidizing producers and
exporters of glazed and unglazed nonmosaic tiles (TSUS item $32.24 and item
532.27). Commerce initisted an investigation of this matter on Octeber 30,
1981, and announced a final affirmative countervailing duty determimatioan and
a countervailing duty order in the Federal Register of May 10, 1982 (47 F.R.
20012) (see app. E). Countervailing duties of 15.84 percent ad valorem were
imposed, with one exception. The rate was set at zero percent for imports
from one Mexican firm, which was able to verify that it did mot bensfit from
any of the cited subsidies.

On October 20, 1981, the 0il, Chemical and Atomic Workers Iaterastional
Union filed a petition with the U.S. Department of Labor (Laber) on behalf of
workers at H & R Johnson, Inc., Keyport, N.J., alleging that the workers were
being injured by increased imports. The workers preduced glazed tiles (TSUS
item 532.24). Labor initisted an investigation em October 26, 1981, and
published an affirmative recommendation to the certifylag officer oa August
30, 1982 (see app. F). Workers were certified as being eligible to spply for
worker adjustment assistance on August 31, 1982 (see app. G).

THE U.S. INDUSTRY AND MAJOR U.S. COMPETITORS

Industry Profile

United States

There are 61 companies and 79 manufacturing plants withia the csramic
floor and wall tile industry (Standard Industrial CItsnificctlon (8IC) No.

. 1/ See explanation in app. C.
2/ On Jan. 2, 1980, the authority for nd-iniltotlng the untidunpln; duty law
was transferred from rrctlury to Commerce. 4



Table 1.--Ceramic floor and wall tiles:

(Percent ad valorem)

se oo oo oo

U.S. rates of duty, by TSUS items

Staged col. 1 rate of
duty effective with

ee oo

H

TSUS _Pte;ﬂ{“ : respect to articles
item : Description r::e oé : entered on or after
Now 3/ fduty g/ I8l tem ,
X : ©1980 | 1981 & 1982 1983
: Ceramic floor and wall tiles: : : : : :
¢ Mosaic tiles: 4 : : : : :
532.20 : Tiles in bulk (not mounted); : 24.5% : 23.9%: 23.4%: 22.8% : 22.3%
: and tiles in sheets having : : : : :
: per square foot not over 300 : : : : :
: tiles, most of which have : : : :
: faces bounded entirely by : : : : :
: straight lines. : : : : :
532.22A%: Other- - : 24.5% : 23, 9%' 23.4%: 22.8% : 22.3%
: Other: : : : :
532.24 Glazed—-—- ———— 22.5% T 22, S%: 22.5%: 21.9% : 21.3%
532.27 Other- : 24% : 24% : 24% : 23.3% : 22.7%
: : Staged col. 1 rate of :
: : duty effective with :
: : ‘respect to articles : Col. 2
: : entered on or after : rate of
: : Jan. 1--Continued : duty
: 01984 1985 | 1986 . 1987 |
: Ceramic floor and wall tiles: : : : : :
Mosaic tiles: : : : : :
532.20 : Tiles in bulk (not mounted); : 21 7%: 21.1%: 20.6%: 20% : 55%.
: and tiles in sheets having : : : S :
: per square foot not over 300 : : : :
: tiles, most of which have : : : : :
: faces bounded eutirely by : : : : :
: straight lines. : : : : :
532.22A%: Other : 21.7%: 21.1%: 20.6%: 20% : 55%.
: Other: : : : : :
532.24 Glazed—- : 20.8%: 20.2%: 19.6%: 19% : 55%.
532.27 : Other T 22% : SO%.

21.3%: 20.7%: 20%

1/ The designation "A*" indicates that the

2/ Rate effective prior to Jan. 1, 1980.

. item is currently designated as an
eligible article for duty-free treatment under the U.S. Generalized System of
Preferences and that certain developing countries, specified in general headnote

3(c) of the Tariff Schedules of the United States Angotated are not eligible.



3253). Currently available information suggests that there were no net
changes in the number of producers and plants during 1978-82, although there
were a number of company departures, additions, and ownership changes during
this period. Three companies and four plants are known both to have left and
been added to the industry during this period. Production facilities are
largely dispersed throughout the United States, but they are somewhat
concentrated in the populous States of California, Ohio, and Texas, which have
14, 12, and 11 plants, respectively.

U.S. companies within this industry tend to be privately-held, and the
U.S. industry has no known foreign subsidiaries. There was a net increase of
four companies and seven plants under the control of foreign interests during
1978-82, bringing their known control to five U.S. companies and eight plants
which accounted for an estimated 20 percent or more of U.S. producers'
shipments in 1982.

The U.S. industry is both highly specialized and concentrated. Tile
shipments represent an average of 99 percent of the income (except receipts
for miscellaneous activities such as merchandising, contract work, and
resales) for plants classified within this industry, and such plants account
for 95 percent of U.S. tile shipments. Plants classified in the brick
industry are believed to account for a significant portion of the remaining 5
percent. Multiplant firms and the larger plants dominate the industry. The
29 plants with 100 or more employees account for 90 percent of industry
shipments, compared to 10 percent for the 50 plants with less than 100
employees. The industry is believed to have become more concentrated during
1978-82--two of the plants added to the industry during this period were built
by major tile producers, and another tile producer gained three plants by
acquiring a company. A further indication of this industry's concentration is
provided by seven firms which responded to the Commission's producer
questionnaire. These seven firms, which operated a total of 24 plants in
1982, increased their share of U.S. production by 4 percentage points during
1978-82 to 70 percent in 1982.

U.S. production, capacity, and capacity utilizetion.--U.S. demand for
tiles is primarily dependent on the residential construction market. The

decline of U.S. residential construction activity during 1978-82 reduced U.S.
demand for tiles and resulted in a decrease in U.S. production. Total U.S.
production peaked at 322 million square feet in 1979 (the same year that U.S.
consumption peaked) (table 2). It steadily declined during 1979-82 to 273
million square feet in 1982, posting an overall decline of 21 million square
feet (7 percent) during 1978-82.



Table 2.--Ceramic floor and wall tiles: Total U.S. production, by
geographic divisions, 1978-82

(In millions of square feet)

Geographic division 1/ . 1978 1979 | 1980 . 1981 = 1982
New England and Middle Atlantic---: 81 : 84 : 81 : 73 : 61
East North Central and West : : : : :

North Central--- ---—cui . 47 59 : 55 : 48 : 45
South Atlantic—-- = : S5 62 : 62 : 63 : 53
East South Central--- -covmce 48 : 51 : 46 : 54 : 46
West South Central—--———cceeeoo o 47 47 ¢ 5S4 : 48 48
Mountain and Pacific----meccmeaun: 17 : 20 : 21 : 23 : 20

Total——-- - et 294 : 322 : 320 : 310 : 273

.
.

1/ Geographic divisions are defined by the U.S. Department of Commerce as
follows:

New England and Middle Atlantic: Maine, New Hampshire, Vermont,
Massachusetts, Rhode Island, Connecticut, New York, New Jersey, and
Pennsylvania.

East North Central and West North Central: Ohio, Indiana. Illinois,
Michigan, Wisconsin, Minnesota, Iowa, Missouri, North Dakota, South Dakota,
Nebraska, and Kansas.

South Atlantic: Delaware, Maryland, District of Columbia, Virginia, West
Virginia, North Carolina, South Carolina, Georgia, and Florida.

East South Central: Kentucky, Tennessee, Alabama, and Mississippi.

West South Central: Arkansas, Louisiana, Oklahoma, and Texas.

Mountain and Pacific: Montana, Idaho, Wyoming, Colorado, New Mexico,
Arizona, Utah, Nevada, Washington, Oregon, California, Alaska, and Hawaii.

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

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

The South Atlantic and South Central States (the South) increased their
combined share of U.S. production by 3 percentage points during 1978-82 to 54
percent (147 million square feet) in 1982. The South is likely to account for
an even greater share of U.S. production in the future, since all of the four
establishments known to have been added to the industry during 1978-82 were
located in the South, and Government statistics show the South to be an area
both of high population growth and the highest level of U.S. construction
activity. Based on available trade information, the South is believed to
offer the industry lower taxes, cheaper and/or more readily available fuels
and raw materials, and lower labor costs. For example, the latest available
comparable data show hourly wages in 1977 for production workers in this
industry averaged $3.00 in Texas, compared with $4.55 in Ohio. Questionnaire
respondents indicated that union representation is relatively uncommon in tile
plants located in the South, conptred with plants located elsewhere in the

United States. 7



There were seven firms, which accounted for 70 percent of U.S. production
in 1982, that provided the Commission with data on production, cepacity, and
capacity utilization. Their combined production figures followed the overall
downward trend of the U.S. toials during 1978-82, but bolstered by the
utilization of newly added capacity and expanding inventories, the decline in
their production levels was relatively small. Their production posted an
overall decline of less than 1 percent (775,000 square feet) during 1978-82
(table 3), compared with a 7-percent decline (21 million square feet) for the
U.S. totals.

Table 3.--Ceramic floor and well tiles: U.S. production, capacity, and
capacity utilization, by questionnaire requnhes. 1/ 1978-82

Ttem 1978 P 1979 P 1980 ¢ 1981 | 1982
Production-1,000 square feet--: 192,707 : 204,192 : 200,730 .: 205,665 : 191,932
Capacity-- -——vmmemm e do----: 251,080 : 250,830 : 249,070 : 271,350 : 287,700
Capacity utilization-percent--: 76.8 : 81.4 : 80.6 : 75.8 : 66.7

1/ There were 7 firms, which accounted for 70 percent of U.S. production in
1982, that provided production, capacity, and capacity utilization data.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

These seven firms reduced their combined capacity slightly during
1978-80, and then increased it to 288 million square feet in 1982, posting an
.overall incresse of 37 million square feet (15 percent) for 1978-82. Their
capacity utilizetion retios peaked at 81 percent in 1979 along with U.S.
consumption. As they added capacity and their production levels fluctuated
downward during 1979-82, their capacity utilization ratios declined. Their
capacity utilization rttio of 67 percent in 1982 roproncutod a decline of 10
percentage points fron the ratio in 1978.

s’ t e .—~0fficial statistics show thut
totnl U s producers' shipments follownd the downward trend of U.S.
residential construction activity during 1978-82. Total U.8. producers'
shipments pesked (along with U.S. production and consumption) in 1979 st 313
million square feet ($297 million) (table 4). They declined irregularly
during 1979-82 to 295 million square feet ($354 million) in 1982, posting an
overall decline of 7 million square feet (2 percent) during 1978-82.

Official statistics also show that total U.S. exports of domestic
merchandise doubled during 1978-82, increasing from 6 million square feet ($5
million) in 1978, to 12 million square feet ($15 million) in 1982 (table 4).
Most of this growth was accounted for by a single market, Saudi Arabia. The
share of U.8. producers' shipments represented by exports 1neroulod by 2
percentage points during 1910—02 to & percent in 1982,



Table 4.--Ceramic floor and wall tiles: Total U.S. producers’' shipments 1/
and exports of domestic merchandise, 1978-82

Item ‘1978 ' 1979 ¢ 1980 1981 1982

f Quantity (1,000 square feet)

Producer's shipments—--------: 301,710 : 312,795 : 297,635 : 299,776 : 294,807

Exports ~—--:__5,802 : 6,688 : 7,942 : 11,151 : 11,828
. ' Value (1,000 dollars)

Producers' shipments——-- —-—— : 260.724 : 296,964 : 309,258 : 356,887 : 353,734

Exports 4,833 : 6,430 : 7,319 : 13,339 : 14,640
f Unit value (per square foot)

Producers' shipments———-———--: $0.86 : $0.95 : $1.04 : $1.19 : $1.20

Exportg——————c— e et .83 .96 : .92 1.20 : 1.24

. .

oo
.

1/ Includes both domestic and export shipments.

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

There were seven firms, which accounted for 67 percent of U.S. shipments
in 1982 (on the basis of quantity), that provided the Commission with data on
producers' shipments. Their combined shipments followed the general pattern
of the U.S. totals, but they posted a slightly smaller decline for the overall
period, as shown in the following tabulation: ,

Quantity

(1,000 square feet)
1978- 198,018
1979 199,079
1980 - 197,592
1981 -193,191

1982- ' 197,683

Their total of 198 million square feet in 1982 1/ represented a decline of
335,000 square feet (less than 0.2 percent) compared with the amount of square
feet in 1978. The utilization of newly added capacity by these seven firms is
believed to have contributed to their slightly stronger shipment levels during
1978-82. :

Inventories.—-The combined end-of-period inventories of seven producer
respondents increased during 1978-82, as U.S. demand for tiles declined.
These data are shown in the following tabulation:

1/ Comparable data are not available for the value of shipments. 9
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Quantity
€1,000 square feet)
1978 28,848
1979-—- 35,423
1980--—~ : : -~ 40,566
1981 54,590
1982 50,232

Inventories almost doubled during 1978-81, as U.S. producers maintained
relatively high production levels in the face of declining shipments. When
U.S. producers significantly reduced production in 1982, inventory levels
declined. The 1982 figure of 50 million square feet reflected a 74-percent
increase from the level of inventory in 1978.

Imports.--There were eight U.S. producers which indicated that they
imported tiles into the United States during 1978-82. 1/ These firms tended
to account for an increasing share of total U.S. imports during 1978-82.
Their combined data are shown in the following tabulation:

Value of respondents'’

Value of imports as a share
respondents’ of total U.S.
imports imports
(1,000 dollars) (percent)
1978 29,677 25.5
1979 39,341 26.2
1980 37,747 22.2
198l e 42,966 22.9
1982 39,940 27.6

Imports by these eight firms increased in an irregular pattern during 1978-82,
reaching a high of $43 million in 1981, before decreasing slightly during
1981-82. The $40 million import level in 1982 represents an increase of 35
percent from the 1978 level of $30 million, and U.S. producers indicated in 55
percent of their questionnaire replies that they imported tiles in response to
import competition. The share of the value of total U.S. imports represented
by such imports also increased in an irregular pattern during 1978-82. The 28
percent reached in 1982 represents an 8-percent increase from the 26 percent
figure of 1978. Producers' import data are not presented by types of tiles
(mosaic, glazed nonmosaic, and unglazed nonmosaic) because such data are
confidential and may not be published.

Employment.--The utilization of newly added capacity and growth of
inventories has generally improved the level of industry employment, according
to data supplied by seven responding producers. Employment in establishments

1/ Import dats reflects the imports of the seven firms which returned
producer questionnaires to the Coomission and one firm which returned an

importer questionnaire, but which is also a U.S. producer. 10
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producing tiles increased in an irregular pattern during 1978-82, peaking at
5,952 in 1981 and reflecting a S-percent increase to 5,685 in 1982 from that
in 1978 (table 5). The number of production and related workers engaged in
the manufacture of tiles peaked at 4,447 in 1980, and steadily decreased
during 1980-82. Such workers numbered 3,954 in 1982, and posted an overall
increase of 1 percent during 1978-82, but this growth was accompanied by an
8-percent decline in the hours worked per production worker per year. Hours
worked by production and related workers engaged in the manufacture of tiles
peaked at 9 million hours in 1979 (the same year that U.S. production and
consumption peaked), and declined during 1979-82. The 8-million-hour total in
1982 reflected a 7-percent decline from that of 1978. Wages paid to
production and related workers engaged in the manufacture of tiles steadily
increased during 1978-81, reaching $56 million in 1981, before declining
during 1982. Wages totaled $53 million in 1982 and posted an overall increase
of 29 percent during 1978-82.

Table 5.--Ceramic floor and wall tiles: Average number of employees, and
number of production and related workers engaged in the manufacture of
tiles, man-hours worked by and wages paid to such workers, 1978-82 1/

Item “ 1978 1979 ' 1980 © 1981 © 1982
Average number of employees : : : : :
number--: 5,431 : 5,822 : 5,804 : 5,952 : 5,685
Number of production and : I : :
related workers do : 3,897 : 4,236 : 4,447 4,217 3,954

Man-hours worked : : : : :
1,000 hours--: 8,310 : 8,865 : 8,290 : 8,709 : 7,759
Wages paid----1,000 dollars—-: 41,031 : 47,296 : 48,513 : 55,900 : 53,007

.
.

1/ There were 7 firms, which accounted for 67 percent of U.S. producers’
shipments in 1982 (on the basis of quantity), that provided employment data.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Finencial experience of U.S. producers.--Net sales of seven producer
respondents steadily increased during 1978-82 to $269 million in 1982, or by

47 percent from that in 1978 (table 6). The growth of U.S. producers' tile
prices contributed to the expansion of net sales during this period. The
quantity of tile shipments remained relatively stable during 1978-82, whereas
the Producer Price Index for this industry increased by 30 percent. Net
profit before income taxes peaked in 1979 (along with the volume of shipments)
at $26 million, and gradually decreased (along with shipments) during 1979-82
to $24 million in 1982. The 1982 total of $24 million reflects a decrease of
8 percent from that in 1979, and it also reflects a 4-percent increase from
the 1978 figure of $23 million. As a share of net sales, net profit before
income taxes steadily decreased during 1978-82, decltning by 28 percent during
this period to 8.8 percent in 1982.

11
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Table 6.--Profit-and-loss experience of 7 U.S. producers of ceramic floor
and wall tiles on their overall establishment operations, 1/ 1978-82

Item © 1978 : 1979 1980 ©o1981 . 1982
Net sales-----1,000 dollars--: 183,302 : 212,980 : 224,960 : 250,769 : 269,111
Net profit before income : : : : :
taxes-—-—-— do----: 22,637 : 25,616 : 25,497 : 25,036 : 23,630
Ratio of net profit before : : : : :
income taxes to net sales : : : : :
percent-—-: 12.3 : 12.0 : 11.3 : 10.0 : 8.8

1/ These 7 firms accounted for 67 percent of U.é. producers' shipments in
1982 (on the basis of quantity).

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

Capital expenditures.--The combined capital expenditures of seven
producers responding are shown in the following tabulation:

Value
£1,000 dollars)
1978 - © 13,778
1979--- 26,639
1980 -— 29,780
1981 27,826
1982 -— 7,776

These seven firms more than doubled their capital expenditures during 1978-80,
spending almost $30 million in 1980. As their capecity increased, capacity
utilization ratios declined, and overall U.S. demand for tiles declined during
1980-82, these firms decreased their capital expenditures to less than $8
million in 1982, 44 percent below the 1978 figure of $14 millien. '

Research and developmen nditures.--There were six firms that
provided data on their research and development expenditures. Thelir combined
expenditures are shown in the following tnbulutlon:’

Yelue

£1.000 dollarg)
1978 2,025
1979- -— 2,095
1980- 2,046
1981 2,175

1982 _ 2,467

12
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These firms tended to increase their research and development expenditures
during 1978-82, despite declining U.S. demand for tiles in this period. The
$2.5 million level reached in 1982, represented a 22-percent increase over the
amount of expenditures in 1978.

Advertising and other promotional expenditures.--U.S. producers were
requested to provide data on their advertising and other promotional (e.g.,

free samples and attendance at trade shows) expenditures. The combined

expenditures of seven producer respondents are shown in the followins
taebulation:

Value :
(1,000 dollars)
1978 4,914
1979 5,368 -
1980 - : 6,896
1981 6,915 -
1982 7,072

As in the case of research and development expenditures, these seven firms
steadily increased their advertising and other promotional expenditures during
1978-82, despite declining U.S. demand for tiles. Such expenditures totaled
$7 million in 1982, representing a 44-percent increase from the $5 million
spent in 1978,

uajor U.S. comggtitors

Combined U.S. imports of ceramic tiles from the 10 leading suppliers of
the United States totaled 218 million square feet, valued at $141 million, in
1982, and represented 97 percent of imports in quantity and value in that
year. Tile trade with these countries has largely been on an import basis in
the U.S. market. ' The United States had a trade deficit in tiles with each of
these 10 countries in 1982, and an overall trade deficit of 215 million square
feet, or $139 million, with all 10 countries. The leading countries are .
discussed in the order of their importance (on the basis of -value) as -
suppliers of U.S. inports of tiles in 1982.

© Italy.--Italy was the largest supplier of U.S. tile imports in 1982 (43
percent of the U.S. total, on the basis of value), and achieved a trade
surplus of $62 million in tile trade with the United Stttes. as shown in the
following tabulation:

MA ‘4.V_tll_xs-

(1,000 square feet) (1,000 dollars)
U.S. tile imports from'Italy-———-—Q 93,533 ¢ cooedo 061,861
- U.S. tile exports to Italy—-—-——=——- = SRR =
U.S. trade deficit with Italy--—-—-—- 93,533 ©. 261,861

13
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U.S. imports féou Ttaly are concentrated in the glazed nonmosaic tile
category, which represents 93 percent of total U.S. imports of tiles from
Italy (on the basis of quantity).

Trade sources report that the Italian industry is the world's largest
producer of tiles, and accounted for 37.5 percent of world production in
1980. It consists of about 430 firms and 45,000 employees, with about 80
percent of production centered in Emilia-Romagna. The capacity of the Italian
industry was 3.9 billion square feet in 1979. 1Italian production increased by
39 percent during 1976-80 to 3.6 billion square feet in 1980, but decreased by
15 percent during 1980-82 to 3.1 billion square feet in 1982. Trade sources
also state that employment decreased by 10 percent.during 1981-82, and 100
companies had workers in laid-off status in 1982. 1Italy, which exported 38
percent of its production in 1976 (on the basis of quantity), exported 49
percent (1.5 billion square feet) of its production in 1982.

According to official otatiotics of the European Community (EC), Italy
was a net global exporter of tiles in 1982, and enjoyed a trade surplus of

nearly $1 billion, as shown in the following tabulationm:

Quantity t ue
1,000 square feet)
Italien tile exports 1,493,937 : 954,775%
Italian tile imports- . 32,118 23,920

Italian trade surplug-————vece—- 1,461,819 930,855

The United States was Italy's third ltrsest export market in 1982, behind West
Germany and France.

Industry sources indicate that the Italian industry hes made extensive
marketing efforts to expand its share of the U.S. market during 1978-82.
Individual companies promoted their tiles. in the U.S. market by obtaining U.S.
distributors, opening U.8. merketing subsidiaries, and operating U.S.
production fecilities, while collective efforts to promote Italian-produced
tiles centered on advertising, preparation and distribution of trade
publications, and seminars. The Italiap tile industry essociestion, which
represents approximately 270 of the.450 tile manufacturers in Italy,
reportedly established the Italian Tile Center in New York City om October 1,
1980, and expended an average of $600,000 per year during 1980-82 to promote
the use of Italian-produced tiles in the U.S. market. These marketing efforts
were made amid declining U.S, demand for tiles, but imports from Italy
increased their share of apparent U.S. consumption by almost a percentage
point (on the basis of quantity) during 1978-82 to 18 percent in 1982.

Japan.--Japan was the second largest supplier of U.S. tile imports in
1982 (23 percent of the U.8S. total, on the basis of value); it also achieved a
trade surplus of $34 million in tile trade with the United States, as shown in
the following tabulation:

14
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Quantity Value

(1,000 square feet) 1,000 dollar
U.S. tile imports from Japan---- 45,730 33,749
U.S. tile exports to Japan--———-- 129 238
U.S. trade deficit with Japan—-- 45,601 33,511

U.s..imports from Japan are concentrated in the mosaic and glazed nonmosaic
tile categories, which represent 34 and 64 percent of total U.S. imports of
tiles from Japan (on the basis of quantity), respectively.

Trade sources state that the Japanese industry consists of over 200
firms. Japanese production increased by 2 percent during 1976-80 to 884
million square feet in 1980, accounting for 9.2 percent of world production in
1980 and representing the world's third largest producer. Japan exports an
estimated 17 percent of its production.

Japan was a net global exporter of tiles in 1982, and the United States
was its largest export market. Japan's total trade surplus in tile reached
almost $87 million in 1982, as shown in the following tabulation of official
statistics of the Japanese Government:

Quantity 1/ Value
(1,000 square feet) (1,000 dollars)
Japanese tile exports 154,638 - 100,879
Japanese tile imports 13,790 13,939
Japanese trade surplugs—-—————————-—- 140,848 86,940

1/ Estimated by Commission staff.

Mexico.--Mexico was the third largest supplier of U.S. tile imports in
1982 (7 percent of the U.S. total, on the basis of value), and registered a
positive trade balance of $10 million in tile trade with the United States, as
shown in the following tabulation:

; Quantity Value

(1,000 square feet) (1,000 dollars)
U.S. tile imports from Mexico--- 22,547 ) 10,670
U.S. tile exports to Mexico---—-- 1,669 . 1,076
U.S. trade deficit with Mexico-- 20,878 9,594

Mexico supplies virtually no mosaic tiles to the United States. Imports of
glazed and unglazed nonmosaic tiles represent 46 and 54 percent of total U.S.
imports of tiles from Mexico (on the basis of quantity), respectively.

Trade publications suggest that Mexican capccity expanded during
1978-82. One plant reportedly has been exparided to an annual capacity of 30
million square feet--a large plant by U.S. standards. Official trade 15
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statistics of the Mexican Government suggest that the United States is
Mexico's primary export market.

Ihe Republic of Korea.--The Republic of Korea (Korea) supplied the United
States with $10 million in tile imports (7 percent of the U.S. tile import
total) in 1982, and realized a trade surplus, as showa in the following
tabulation:

Quantity Velue

{1,000 squere fegqt) £1.000 dollars)
U.S. tile imports from Korea—--- 17,638 10,404
U.S. tile exports to Korea——-——- 444 344
U.S. trade deficit with Kores—-—- 17,194 ’ 10,060

U.8. imports from Korea are concentrated in the mosalc tile category, which
represents 95 percent of total U.S. imports of tiles from Kerea (on the basis
of quantity).

Korea was a net globel exporter of tiles in 1982, and the United States
was its largest export market. Korea's trade surplus was almost $16 million
during 1982, as shown in the following tabulation of official statistics of
the Korean Government:

Quantity Yalue

{1,000 square feet) £1,000 dollars)
Korean tile exports 50,954 ‘ 18,397
Korean tile imports 8,398 2,753

Korean trade surplus 42,556 15,642

Spain.--Spein was the fifth largest supplier of U.8. tile imports in 1982
(6 percent of the U.S. total, on the basis of value), possessing a trade
surplus of $9 million in tile trade with the United States im 1982, as shown
in the following tabulation: )

~ Quantity om

£1.000 squage feet) £3.900 dollars)
U.S. tile imports from Spain--—— 18,186 ] 9,245
U.S. tile exports to Spein-—-—--—- 1/ ~ 1
U.S. trade deficit with Spain--—- 18,186 9,244

1/ Less than 500 square feet.

Spain supplies limited amounts of mesaic tiles to the United States, and
imports of glazed and unglazed nonmosaic tiles represent 70 and 29 percent of
total U.S. imports of tiles from Spain (on the basis of gquentity),
respectively.

16
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Industry sources report that the Spanish industry is the world's fourth
largest producer of tiles, and accounted for 8.9 percent of world production
in 1980. It consists of 200 companies and 14,000 employees, with 90 percent
of production within 25 kilometers of Castellon de la Plana. Spanish
production increased by 86 percent during 1976-82 to 1.3 billion square feet
in 1982. Exports represented 33 percent of Spanish production in 1976 (on the
basis of quantity), increased to 41 percent in 1980, and decreased to 16
percent in 1982.

Spain was a net global exporter of tiles in 1982, and had a $75 million
trade surplus, as shown in the following tabulntion of official statistics of
the Spanish Government:

Quantity 1/ Value

1,000 square feet 1,000 dollars
Spanish tile exports-——-——eeeaee—o 211,212 81,944
Spanish tile imports ——— 10,215 6,952
Spanish trade surplus 200,997 74,992

1/ Estimated by Commission staff.

Trade publications and industry spokesmen indicate that the Spanish
industry increased its U.S. marketing efforts during 1978-82. Imports from
Spain doubled their share of appsrent U.S. consumption during this period to 4
percent (on the basis of quantity) in 1982.

West Germany.--West Germany supplied the United States with $7 million in
tile imports (5 percent of the U.S. import total) in 1982 and enjoyed a trade
surplus, as shown in the following tabulation:

~ Quantity - Value

1,000 square feet 1,000 dollears
U.S. tile imports from West Germany---—- 8,534 7,086
U.S. tile exports to West Germany—————- 1 4

U.S. trade deficit with West Germany--- 8,533 7,082

U.S. imports of mosaic tiles from West Germany asre limited, and imports of
glazed and unglezed nonmosaic tiles represent 47 and 46 percent, respectively,
of total U.S. imports of tiles from West Germany (on the basis of guantity).

According to industry sources, the West German industry increased
production by 69 percent during 1976-80, to 836 million square feet, and
accounted for 8.7 percent of world production as the world's fifth largest
producer in 1980. West Germany exports an estimated 40 percent of its
production.

West Geriany was & net importer of tiles in 1982, accounting for a trade
deficit of $4 million as shown in the following tabulation of official .,
statistics of the EC:
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Quantity Value

1,000 square feet) (1,000 dollars)
West German tile imports-—-————e—e—ue- 468,974 296,196
West German tile exportg——-————ee—o 297,741 292,101
West German trade deficit—————ee-— 171,227 4,095

‘Trade publications indicate that the West German industry increased its
U.S. marketing efforts during 1978-82. Two firms established U.S.-marketing
subsidiaries during this period, and two firms expanded the facilities of
their existing U.S.-marketing subsidiaries. 1In addition, one firm sponsored a
tour of its facilities in West Germany for selected American architects and
distributors. Marketing efforts apparently contributed to the growth of U.S.
imports from West Germany during 1978-82, as these imports doubled their share
of apparent U.S. consumption during this period to 2 percent in 1982 (on the
basis of quantity).

Canada.--Canada was the seventh largest supplier of U.S. tile imports in
1982 (2 percent of the U.S. total, on the basis of value), and the value of
U.S. imports from Canada quintupled during 1981-82. Canada had a trade
surplus of almost $3 million in tile trade with the United States in 1982, as
shown in the following tabulation: ’

Quantity Value

(1,000 square feet) (1,000 dollars)
U.S. tile imports from Canadea-—-———- 4,620 ‘ 3,053
U.S. tile exports to Canada-——————- 102 487
U.S. trade deficit with Canada——--- 3,918 2,566

U.S. imports from Canada are concentrated in the glazed nonmosaic tile
category, which represents 98 percent of total U.S. imports of tiles from
Canada (on the basis of quantity).

Official statistics of the Canadian Government do not report exports of
tiles separately, but Canadian imports of tiles totaled 68 million square
feet, or $35 million, in 1982.

Brazil.--Although Brazil supplied only 1 percent of U.S. tile imports in
1982 (on the basis of value), this country was cited by U.S. producers as an
emerging competitor with the United States. The U.S. industry supplied no )
exports of tiles to Brazil in 1982 and incurred a trade deficit, as shown in
the following tabulatiom:

Quantity Value

1,000 squar (1,000 dollars)
U.S. tile imports from Brazil--————- 4,401 2,068
U.S. tile exports to Brezil-——v—- — = -
U.S. trade deficit with Brazil---——- - 4,401 2,068

18
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U.S. imports from Brazil are concentrated in the glazed nonmosaic tile
category, which represents 93 percent of total U.S. imports of tiles from
Brazil (on the basis of quantity).

Industry sources state that the tile industry of Brazil increased
production by 57 percent during 1976-80 to 1.3 billion square feet and
accounted for 13.6 percent of world production--the world's second largest
producer in 1980. One plant in Brazil is reported in a trade publication to
have an annual capacity of 100 million square feet, far larger than any plant
located in the United States.

Trade publications and industry spokesmen indicate that the Brazilian
industry increased its U.S. marketing efforts during 1978-82. Trade shows
were held in a number of U.S. cities in 1981 to promote Brazilianm tile
exports. Imports from Brazil doubled their share of apparent U.S. consumption
during 1978-82 to 1 percent in 1982 (on the basis of quantity).

France.--France was the ninth largest supplier of U.S. imports of tiles
in 1982. Imports from France represented only 1 percent of the U.S. import
total (on the basis of value) and 0.3 percent of apparent U.S. consumption (on
the basis of quantity) in 1982, but both the quantity and value of such }
imports more than tripled during 1978-82. France had a trade surplus of more
than $1 million in tile trade with the United States in 1982, as shown in the
following tabulation:

Quantity. Value

1,000 square feet 1,000 dollers
U.S. tile imports from France——---—- 1,300 1,501
U.S. tile exports to France-—-—-——- 1/ 1
U.S. trade deficit with France----- 1,300 1,500

1/ Less than 500 square feet.

U.S. imports from France are concentrated in glazed and unglazed nonmosaic
tile categories, which represent 46 and 40 percent of total U.S. imports of
tiles from France (on the basis of quantity), respectively.

Annual French production is estimated at 260 million square feet, based
on industry sources, and France was a net importer of tiles in 1982. France
had a trade deficit of almost $319 million in tiles in 1982, as shown in the
following tabulation of official statistics of the EC:

Quantity Value
1,000 square feet 1,000 dollars
French tile imports-—-——-——ceeeeeo 598,238 385,473
French tile exports- —~—— 102,785 12,718
French trade deficit

495,453 318,755
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According to a trade publication, a West German tile manufacturer, which
has a U.S.-marketing subsidiary, has production facilities in both West
Germany and France. This firm is reported to ship tiles to the U.S. market
from its plants both in West Germany and France.

The United Kingdom.--The United Kingdom was the tenth largest supplier of
U.S. imports of tiles in 1982 (1 percent of the U.S. total, on the basis of
value), but was of greater significance as a supplier of imports prior to
1982. The United Kingdom mainteined a favorable trade balance of more than $1
million in tile trade with the United States in 1982, as shown in the
following tabulation:

Quantity Value
(1,000 square feet) (1,000 dollars)

U.S. tile imports from the United

Kingdom—- - — oo e 1,789 1,473
U.S. tile exports to the United

Kingdom—-— = ——mmm e 114 69
U.S. trade deficit with the

United Kingdom-----—--—-cmmmoommm 1,675 1,404

The bulk of U.S. imports from the United Kingdom are concentrated in the
unglazed nonmosaic tile category, which represents 63 percent of total U.S.
imports of tiles from the United Kingdom (on the basis of quantity).

Tile production in the United Kingdom totals an estimated 180 million
square feet annually, based on trade sources, and the United Kingdom was a net
importer of tiles in 1982. The United Kingdom had a trade deficit of almost
$39 million in tiles in that year, as shown in the following tabulation of
official statistics of the EC:

Quantity Value

(1,000 square feet) (1,000 dollars)
United Kingdom tile imports——--~——-—-- 128,456 65,378
United Kingdom tile exports——--————--——- 46,311 26,445
United Kingdom trade deficit---------- 82,145 38,933

Trade publications indicate that the tile industry of the United Kingdom
has a number of tile-producing foreign subsidiaries. Until recently, one such
establishment was located in the United States. Sometime after the 1971
antidumping finding against U.S. imports of tiles from the United Kingdom, a
tile producer in the United Kingdom established a tile-producing U.S.
subsidiary by acquiring an existing U.S. plant. The production operation at
this plant, which reportedly consisted of glazing unglazed tiles imported into
the United States from the United Kingdom parent, terminated in 1981-82, at
about the same time Commerce revoked the antidumping finding against U.S.
imports from the United Kingdom. This subsidiary continues to function in a
marketing role for its United Kingdom parent.

20



21

.THE U.S. MARKET
Total U.S. Market

The U.S. market for construction materials, such as tiles, is largely
dependent on the level of U.S. construction activity. Based on questionnaire
responses, tiles are primarily installed in residential construction, and
therefore tile consumption and shipment trends are particularly linked to

fluctuations in the level of such construction activity.

Competition for consumer dollars is intense among all floor and wall
coverings, and relative demand for a particular material depends on various
competitive factors. Tile industry representatives indicate that ceramic
tiles generally hold a competitive advantage over other materials in terms of
durability, ease of maintenance, and fire resistance, but perhaps their
greatest advantage is their beauty. The aesthetic appeal of ceramic tiles is
extremely strong; manufacturers of certain competitive materials (such as
vinyl floor coverings, both tiles and sheet goods) specifically design their
products to simulate ceramic tiles and emphasize the similarity in their
advertising. However, initial price most frequently favors materials other
than ceramic tiles. The tiles themselves are relatively expensive, and
installation costs significantly add to this price disadvantage, since few
competing materials require as much skill and time for proper installation.
When consumers look beyond the initial price of tiles and consider their
relatively long service life, tiles are attractive on a price basis.

The United States, which accounted for 6 percent of world consumption in
1980, has been an expanding market for tiles, and many domestic and foreign
producers are optimistic about the growth potential of the U.S. market. When
apparent U.S. consumption data (Commerce data) are compiled on a 5-year-total
basis to minimize distortions caused by fluctuations in the level of U.S.
construction activity, the U.S. market is shown to have exhibited significant
growth during 1978-82, as indicated in the following tabulation:

. Quantity
(million square feet)

1968-72 - 2,120
1973-77 2,128
1978-82 2,745

U.S. consumption totaled about 500 million square feet, valued at $500
million, in 1982, despite one of the lowest per capita consumption rates for
tiles of any major tile-consuming nation. Many domestic and foreign producers
believe that the U.S.-per-capita-consumption figure of about 2 square feet per
year, compared with 30 square feet for Italy, can be significantly expanded.

Determining the identity of the U.S. tile consumer has long been a
problem for firms selling tiles in the United States. Architects, builders
and contractors, installers, and the ultimate owners of tile installations all
could possibly make the final purchasing decision. Based on questionnaire
responses, U.S. producers spent an average of $6 million annually on 71
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advertising and other promotional activities during 1978-82 to reach these
various consumers, spending an amount equal to 3 percent of the average value
of their annual shipments. 1/ Questionnaire responses suggest that U.S.
importers spent proportionally greater sums on advertising and other
promotional activities to reach consumers during 1978-82 than did U.S.
producers, but such data are confidential and may not be presented.

Apparent U.S. consumption increased by 9 percent, from 550 million square
feet in 1978 to 598 million square feet in 1979, and steadily declined after
that (table 7). The consumption total of 509 million square feet ($484
million) in 1982 reflected a decline of 7 percent from that in 1978. Annual
U.S. consumption remained above 500 million square feet throughout 1978-82, a
level not attained prior to 1978. U.S. producers' shipments declined by 2
percent during 1978-82 to 295 million square feet ($354 million) in 1982.
U.S. imports decreased by 11 percent during this period to 226 million square
feet ($145 million) in 1982, and the share of apparent U.S. consumption held
by imports declined from 46 percent in 1978 to 44 percent in 1982 (imports
represented an average of 36 percent of apparent annual U.S. consumption
during 1973-177). ‘

The volume of U.S. exports more than doubled during 1978-82, both on the
basis of quantity and value, but was of too low a volume to offset the growing
value of U.S. imports during this period. The U.S. tra<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>