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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

- Investigation No. TA-406-8

CERTAIN CERAMIC KITCHENWARE AND TABLEWARE FROM
THE PEOPLE'S REPUBLIC OF CHINA

Determination

On the basis of informagion developed in the course of investigation No.
TA-406-8, the Commission (Commissioner Frank dissenting) has determined with
respect to imports of ceramic household articles chiefly used for preparing,
serving, or storing food or beverages, or food or beverage ingredients,
provided for in items 533.15, 533.22, 533.24, 533.30, 533.32, 533.34, 533.39,
533.62, 533.74, 533.76, 533.78, and 533.79 of the Tariff Schedules of the
United States, which are the product of the People's Republic of China, that
market disruption does not exist with respect to an article produced by a
domestic industry.

Background

This report is being furnished pursuant to section 406(a)(3) of the Trade
Act of 1974 (19 U.S.C. 2436(a)(3)) and is based on an investigation conducted
under section 406(a)(l) of the Trade Act. The Commission instituted the
investigation on May 24, 1982, following receipt of a petition filed on
May 14, 1982, by the American Dinnerware Emergency Committee.

Notice of the institution of the Commission's investigation and of a
public hearing was given by posting copies of the notice in the Office of the
Secretary, U.S. International Trade Commission, Washington, D.C., and by

publishing the notice in the Federal Register of June 3, 1982 (47 F.R. 24231).

A public hearing in this proceeding was held in the Hearing Room of the

U.S. International Trade Commission Building in Washington, D.C., on July 19,



1982. All interested parties were given an opportunity to be present, to
present evidence, and to be heard.

The information in this report was obtained froﬁ field work,
questionnaires sent to domestic producers and importers, the Commission's
files, other Government agencies, testimony presented at the hearing, briefs

filed by interested parties, and other sources.



VIEWS OF CHAIRMAN ALFRED E. ECKES AND COMMISSIONERS PAULA STERN,
MICHAEL J. CALHOUN, AND VERCNICA A. HAGGART

On the bésis of the information developed in the course of this
investigation, Qe determine that market disruption as defined in section 406
of the Trade Act of 1974 (Trade Act) does not exist with respect to imports of
certain ceramic kitchenware'!and tableware from the People's Republic of China
(China) which are the subject of this investigation. More specifical]y, we
find that even though these imports are increasing and that the domestic
industry is experienéing some injury, these increasing imports are not a
significant cause of material injury or the threat thereof.

Section 406(a)(l) of the Trade Act directs that upon the filing of a
petition the Commission "shall promptly make an investigation to determine,
with respect to imports of an article which is the product of a Communist
country, whether market disruption exists with respect to an article produced
by a domestic industry."” l/ Section 406(e)(2) defines market disruption as

follows:

Market disruption exists within a domestic industry
whenever imports of an article, like or directly
competitive with an article produced by such domestic
industry, are increasing rapidly, either absolutely or
relatively, so as to be a significant cause of material
injury, or threat thereof, to such domestic industry.

Section 406 thus requires that the Commission find the following three

criteria satisfied in order to determine that market disruption exists:

1/ The Report of the Senate Finance Committee defines “communist country" as
"any country dominated or controlled by communism.” S. Rep. Mo. 93-1298, 93rd
Cong., 2d Sess. 213 (1974). The People's Republic of China is a country
"dominated or controlled by communism.” See Presidential Proclamation No.
2935, 3 C.F.R. 121 (1949-53 compilation) (1951).
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(1) imports of an article like or directly competitive with an
article produced by a domestic industry are increasing rapidly,
either absolutely or relatively;

. (2) a domestic industry is materially injured or threatened with
material injury; and

(3) such rapidly increasing imports are a significant cause of the
material injury, or threat thereof, to such domestic industry.

All three criteria must be satisfied if we are to make an affirmative
determination. Wheﬁ any one of the criteria is not met, we must make a
negative determination. In the present case, we have based our negative
determination on the fact that the third criterion, causal link, is not

satisfied.

Domestic industry

We must first determine what constitutes the domestic industry against
which the impact of any rapidly increasing imports must be assessed. Section
406 defines. the domestic industry in terms of domestic facilities producing
articles "like or directly competitive” with the imported articles.

The imported ceramic kitchenware and tableware articles under
investigation consist of household dinnerware, mugs, and certain other
articles chiefly used for preparing, serving, or storing food or beverages or

food or beverage ingredienté. They are made of fine-grained earthenware, g/

2/ Earthenware is ware that has an opaque, fired clay body that will absorb
more than 3 percent of its weight in water. Fine-grained, as distinguished
from coarse-grained, earthenware is made from refiped materials that produce a
higher quality, smoother body. For the full definition of "earthenware" as
set forth in the Tariff Schedules of the United States (TSUS), see Peport at
A-64.
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stoneware, é/ chinaware, or subporcelain. 4/ Of the total imports of
ceramicware 5/ from China under investigation, chinéware accounted for over
90 percent during most of the period under consideration. 6/

We conclude that the domestic industry producing articles like or
directly competitive with these imported articles, and against which the
impact of any rapidly increasing imports is to be assessed, consists of the
domestic facilities producing earthenware. 7/ The vast majority of
ceramicware produced in the United States is earthenware. There is virtually
no domestic production 8/ of household chinaware like or directly competitive
with the chinaware under investigation. 9/ Therefore, our determination

applies only to domestic producers of earthenware.

3/ Stoneware is ware that has an opaque, fired clay body that will absorh
not more than 3 percent of its weight in water. For the full definition of
"stoneware"” as provided in the TSUS, see Report at A-64. To facilitate
discussion, earthenware and stoneware will be referred to as "earthenware."”

4/ Chinaware (or porcelain) is a white body ware that will not absorb more
than 0.5 percent of its weight in water. Subporcelain has the same
characteristics as chinaware except that it will absorb more than 0.5 but less
than 3 percent of its weight in water. For the full definition of chinaware
and subporcelain as provided in the TSUS, see Report at A-64. To facilitate
discussion, chinaware and subporcelain will be referred to as "chinaware."”

Bone chinaware, which is chinaware containing 25 percent or more of
calcined bone, is not included in this investigation. Report at A-4.

5/ To facilitate discussion, earthenware and chinaware combined will be
referred to as "ceramicware."

6/ Report at A-7-8.

zY There are approximately 14 domestic firms that produce earthenware. It
has been estimated that the seven firms that are members of the American
Dinnerware Emergency Committee (ADEC), the petitioner, account for over 90
percent of U.S. earthenware production. Report at A-17-18.

8§/ There is only one domestic producer of low-value household chinaware. It
accounts for a very small percentage of the total domestic production of the
ceramicware under investigation. Report at A-17 and A-32.

9/ The chinaware under investigation consists of low-value household
dinnerware (TSUS item 533.62), low-value nondinnerware (7SUS item 533.79),
chinaware mugs, steins and miscellaneous pieces ("mugs”)(TSUS items

(Footnote continued)
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Domestic earthenwgre firms are producing earthenware which is "like" the
earthenware imported from'.China and "directly competitive,” to a limited
ex&ént; with the chinaware from China under investigation. 10/ "Like"
articles are articles which are "substantially identical in inherent or
intrinsic characteristics (i.e., materials from which made, appearance,
quality, texture, etc.)." ll/ "Directly competitive"” articles, on the other
hand, are those which, "although not substantially identical in ;heir inherent
or intrinsic characteristics, are sdbstantially equivalent for commercial
purposes, that is, are adapted to the same uses and are essentially
interchangeable therefor.” 12/

The importers in this case agree that earthenware imports from China are
"like or directly competitive" with domestically produced earthenware, 13/ but
maintain that most of the chinaware under investigation is not "like or
directly competitive” with domestically produced earthenware. 14/ Domestic

producers agree, on the other hand, that they are not competing with "fine" or

(Footnote continued)

533.74 and 533.76), and high-value nondinnerware (TSUS item 533.78).
High-value china dinnerware (TSUS item 533.64) is not included in this
investigation. Of the total ceramicware under investigation, low-value chira
nondinnerware accounts for 46 percent, followed by low-value china dinnerware
(40 percent), chinaware mugs (3 percent), and high-value nondinnerware (1
percent). Report at A-7. For the definitions of "dinnerware" and
"nondinnerware,” see n. 20 infra. For a full description of these TSUS items,
see Report at A-65-66 and A-5-6.

Low-value china dinnerware is defined in the TSUS as having a value of
$56 or less per 77-piece norm. This translates into approximate values of
less than $37 (f.o.b.) per 45-piece set and less than $16 (f.o.h.) per
20-piece set. High-value china dinnerware (TSUS item 533.64) is defined in
the TSUS as having a value of over $56 per 77 piece norm. This translates
into an approximate value over $37 (f.o.b.) per 45-piece set (Tr. at 323) and
over $16 (f.o.b.) per 20-piece set.

10/ See discussion at 7-8 infra.

Izy S. Rep. No. 93-1298, supra n. 1 at 122.
12/ 1d.

Igy CIAA posthearing brief at 1.

14/ CIAA posthearing brief at 2.
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higher priced 15/ chinaware from China, but maintain that this higher priced
chinaware is not included ﬁnder this investigatién. 16/

Chinaware is different in characteristics, EZ/ and typically different in
appearance }§/ and uses 12/ from earthenware. Therefore, chinaware is not
"like" earthenware. However, the question of whether éhinaware is "directly
competitive"” with domestic earthenware is more difficult.

Our investigation has revealed that much of the china dinnerware 20/
under investigation, which in 1981 accounted for approximately 40 percent of
the ceramicware imports from China under investigation, is different in
appearance zi/ and function gg/ and is sold at retail prices considerably

higher than those of comparable sets of domestic earthenware. 23/ Therefore,

15/ Tr. at 15. Petitioner stated at the hearing that it is "not complaining
about” chinaware in 45-piece sets with a retail value of $70 or more and in
20-piece sets with a retail value of $39 or more. Id.

16/ Tr. at 11. '

177 See Report at A-3-5.

18/ Id. at A-4-6.

19/ Id. at A-5.

20/ The term "dinnerware” as used in this investigation, refers to the
technical definition set forth in the TSUS which covers tableware patterns
that are sold or available for sale in sets that include certain "completer”
items such as serving dishes. Typically, dinnerware is sold in 45-piece
sets. The term "nondinnerware,” as used in this investigation, refers to the
TSUS classification that covers: (1) tableware patterns that are not sold or
available for sale in sets that include completer items, and (2) coffee pots
and tea sets. Typically, nondinnerware is sold in 20-piece sets..

21/ See n. 18 supra.

22/ See n. 19 supra.

23/ Ana1y31s of the questionnaire data in light of testimony presented at
the | hearing (Tr. at 317-18) reveals that nearly half of the imports on which
the Commission has received data are china dinnerware (i.e., 45-piece sets)
that are at the "high end” of the low-value china dinnerware under
investigation. See Report at A-53 (Table 20). According to the information
available, these sets retail at prices that are anywhere from 30 to 100
percent higher than the retail price of the bulk of the domestically produced
earthenware. This implies that these sets of chinaware sell for more than $70
per 45-piece set. Thus, they are above the price level that is the focus of

(Footnote continued)
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much of the under chinaware investigation is not substantially equivalent for
commercial purposes to doméétic eartheﬁware (i.e., directly competitive).

'Nevertheless, chinaware mugs, low-value nondinnerware, and some of the
china dinnerware under investigation are similar in price and use, and are
sold through the same channels of distribution as is the domestic earthenware
product. 24/ Thus, it may be that.the imports of chinaware under
investigation and domestic earthenware are "directly competitive"”, albeit to a
limited extent. 25/ We conclude, for purposes of our discussion, that the

imports under investigation are "like or directly competitive” with

domestically produced earthenware. 26/

Rapidly increasing imports

The first criterion requires a finding that imports "are increasing

rapidly, either absolutely or relatively.” The Senate Finance Committee

(Footnote continued)

petitioner's complaint (Tr. at 15). The information available to the
Commission indicates that this "high end"” portion of the low-value china
dinnerware from China is increasing and is likely to continue to increase in
the future.

24/ See e.g. Report at A-50 (Table 18) (prices of 20-piece domestic
earthenware sets) and A-53 (Table 20) (prices of 20-piece chinaware sets from
China); Tr. at 19-20, and 47.

25/ See also Summary of Trade and Tariff Information: Ceramic Table and
Kitchen Articles, USITC Pub. No. 841 at 18 (Nov. 1981). Our position
concerning the domestic industry and appropriate like or directly competitive
products is similar to that which the Commission took in investigation No.
TEA-I-22, Ceramic Table and Kitchen Articles, Including Dinnerware (TC
Publication 466, February 1972), conducted under sgction 301(b) of the Trade
Expansion Act of 1962 (76 Stat. 872), the predecessor provision of section 201
of the Trade Act of 1974 (19 U.S.C. 2251). 1In that case the Commission found
that domestic earthenware was like or directly competitive with imported
earthenware and some imported chinaware.

26/ The issue of what is directly competitive is addressed further in our
discussion of significant cause of material injury at n. 74 and accompanying
text infra.
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Report on the Trade Act of 1974 explains the rationale hehind the "increasing
rapidly"” requirement as follows:

The Committee recognizes that a communist country, through control
of the distribution process and the price at which articles are
sold, could disrupt the domestic markets of its trading partners and
thereby injure producers in those countries. 1In particular, exports
from communist countries could be directed so as to flood domestic
markets within a shorter period of time than could occur under free
market conditions o§ .o 27/ (Emphasis supplied.)

However, the Committee was also careful to note that "[a] reasonable quantity"”
of imports would not cause market disruption. gg/

The Senate report further notes that "the increase in imports required by
the market disruption criteria must have occurred during a recent period of
time, as determined by the Commission taking into account any historical trade
levels which may have existed"” (emphasis supplied). 22/ The Commission has
construed the term "increasing rapidly"” to mean that Congress intended the
statute to apply to abnormal increases in imports. 30/

Imports of earthenware from China increased from 108,812 dozen pieces
in 1979 to 209,762 dozen pieces in 1980 31/ and to 470,615 dozen pieces in

1981, but decreased by 7.8 percent in January-March 1982 relative to the

27/ S. Rep. No. 93-1298, supra n. 1 at 210.

28/ Id. at 211. '

29/ 1Id. at 212.

30/ Statement of Reasons of Commissioners Bill Alberger and Daniel Minchew
(dgaburring) in Clothespins from the People's Republic of China, the Polish
People's Republic, and the Socialist Republic of Romania, Report to the
President on Inv. Nos. TA-406-2 through 4, USITC Pub. No. 902 at 18 (August
1978). Statement of Reasons of Commissioners Paula Stern and Bill Alberger
(dissenting) in Anhydrous Ammonia from the U.S.S.R., Report to the President
on Inv. No. TA-406-5, USITC Pub. No. 1006 at 22 (October 1979) at 22.

31/ The People's Republic of China received most-favored-nation status on
February 1, 1980.
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corresponding period in 1981. gg/ The ratio of such imports to apparent
domestic consumption alsbaincreased, from 0.3 percent in 1979 to 0.6 percent
in 1980 and to 1.4 percent in 1981. The ratio for January-March 1982 was 1.6
percent compared with 1.3 percent for the corresponding period of 1981. 33/

Such imports, though small, have nevertheless increased in both absolute and

relative terms. 34/

Imports of chinaware from China increased from 730,018 dozen pieces in
1979 to 2.2 million dozen pieces in 1980 and to 4.4 million dozen pieces in
1981. 35/ 1In January-March 1982, imports increased to 1.5 million dozen
pieces as compared with 752,754 dozen pieces in the corresponding period in
1981. The ratio of imports of chinaware from China to apparent domestic
consumption also increased, from 11.4 percent in 1979 to 41.7 percent in 1981
and to 55.7 percent in January-March 1982 compared with 38.4 percent in the
corresponding period of 1981. §§/ Thus, imports of chinaware are rising in
both absolute and relative terms.

Combined imports of the ceramicware under investigation increased

steadily from 838,830 dozen pieces in 1979 to 2.4 million dozen pieces in

32/ Report at A-22 (Table 6). There are some exceptions to this general
trend. Of the six TSUS items covering the earthenware under investigation,
imports of Rockinghamware (TSUS item 533.15), high-value earthen dinnerware
(TSUS item 533.24), and high-value nondinnerware (TSUS item 533.34) all
decreased from 1979 through January-March 1982. However, these items did not
account for more than 2 percent of the total ceramicware under investigation
during the period under consideration. Report at A-7 (Table 1).

33/ Report at A-47. !

zz/ Commissioners Calhoun and Stern recognize that imports are increasing
rapidly in absolute terms but, because the market penetration level is low, it
is difficult to characterize an increase in market penetration from 0.3
percent in 1979 to 1.4 percent in 1981 as "increasing rapidly"” in the sense
intended by the statute. :

35/ Report at A-24 (Table 7).

36/ Id. at A-48.

10
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1980, and to 4.9 million dozen pieces in 1981. él/ Imports rose to 1.6
million dozen pieces in.January—March 1982 coﬁpared with 874,205 dozen pieces
in the corresponding period of 1981. §§/ The ratio of such imports from China
to apparent domestic consumption increased from 2.1 percent in 1979 to 9.9
percent in 1981 and to 14.1 percent in January-March 1982 compared with 9.2
percent in the corresponding period of 1981. 39/ Although imports of
ceramicware are increasing, we do not reach the issue of whether these imports
satisfy the statutory requirement qf "increasing rapidly"” since we determine

that increasing imports are not a significant cause of material injury or

threat. ﬁg/

Material injury

The legislative history of section 406 makes it clear that "material
injury” is intended to be an easier standard to satisfy than the "serious

injury” standard of section 201 of the Trade Act. 41/

37/ 1d. at A-25.

38/ d.

39/ Id. at A-48. The import penetration ratios for total ceramicware
iﬁgs?fg_from China are much closer to the figures for earthenware than to
those for chinaware because earthenware constitutes a significantly greater
part of the domestic ceramicware market than does chinaware. Earthenvare
accounted for an average of 81 percent of the domestic ceramicware market
during 1977-81. See id. at A-13 and 14 (Tables 4 and 5).

40/ Commissioner Haggart determines that the imports of ceramicware under
investigation are "increasing rapidly,” both absolutely and relatively.
However, since our investigation has revealed that much of the imported
chinaware under investigation is not directly competitive with domestic
earthenware, see page 7, supra and footnote 23, these figures may be
misleading. Nevertheless, she is assuming arguendo that this criterion has
been met for purposes of determining whether the imports under investigation
are a significant cause of material injury or threat thereof to the domestic
earthenware industry.

41/ s. Rep. No. 93-1298, supra n. 1 at 212.

11
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U.S. earthenware producers, for the most part, are experiencing
difficulties. Production df‘earthenware declined from 11.3 million dozen
pieces in 1977 to 9.7 million dozen pieces in 1979, to 9.1 million dozen
pieces in 1980, and to 8.3 million dozen pieces in 1981. 1In January-March
1982, production declined to 1.7 million dozen pieces as compared with 2.3
million dozen pieces reported in the corresponding period of 1981. ﬁg/
Overall capacity utilization declined steadily from 65.5 percent in 1977 to
45.7 percent in 1981 and fell from 49.4 percent in January-March 1981 to 38.0
percent in January-March 1982. 43/ Domestic shipments also declined, from
11.1 million dozen pieces in 1977 to 8.3 million dozen pieces in 1981, and to
1.8 million dozen pieces in January-March 1982 compared with 2.4 million dozen
pieces in January-March 1981. ﬁﬁ/ Employment in the earthenware industry
declined irregularly from‘an average of 3,982 persons in 1977 to 3,766 in 1981
and to 3,009 in January—March 1982 compared with 3,616 in the corresponding
period of 1981. 45/

Financial data 46/ indicate that net sales increased by 35 percent
between 1977 and 1981, but fell by 11 percent during the interim period ending
March 31, 1982, compared with sales in the corresponding period in 1981. 47/

Operating profit declined from $4 million in 1977 to a net loss of $2.8

42/ Report at A-29 (Table 9).

43/ 1d.

44/ 1Id. at A-31 (Table 10).

45/ Id. at A-35 (Table 11). !

46/ These data were received from eight U.S. earthenware producers that, it
is estimated, accounted for over 90 percent of U.S. earthenware production in
1981. 1d. at A-37.

47/ The 1981 and 1982 interim period figures are based on data provided by
only six of the eight producers that provided data on an annual basis. See
id. at A-28 (Tahle 12). '_
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million in 1979, but returned to a net profit of $738,000 in 1980 and $1.1
million in 1981. 48/ The ratié of operating profit to net sales fell from 5.3
percent in 1977 to a negative 3.5 percent in 1979, but returned to a positive
0.8 percent in 1980 and to 1.1 percent in 1981. 49/ The ratio of operating
profit to net sales for the interim period of 1982 dropped to 1.1 percent
compared with 5.5 percent for t?e corresponding period in 1981. 50/ The
number of firms reporting operating losses declined from six in 1979 to two in
1980, and increased to four in 1981. 51/ One company ceased production of
earthen dinnerware in January 1982. 52/ The financial data indicate that the
profitability of the industry fell sharply between 1977 and 1979, but
recovered modestly in 1980 and 1981. 1In addition, there are indications that

consolidation and restructuring of the industry are occurring. 53/ 54/

Significant cause of material injury

The third criterion requires a finding that rapidly increasing imports
are a "significant cause” of material injury or threat thereof. The
information before us does not demonstrate that the imports of the ceramicware

from China under investigation are a "significant cause” of material injury.

48/ 14
49/ 1d.
50/ Id.
51/ 1d.

52/ Id. at A-18.
' 53/ See id. at A-31.

2&/ Based on the aggregate industry data, Commissioners Stern and Haggart
find that this industry is experiencing material injury.

13
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The term "significant cause” is not defined in the statute. However, the
legislative history provides us with some guidance. As stated in the Senate

. Finance Committee Report:

The term "significant cause™ is intended to be an easier
standard to satisfy than that of "substantial cause” [as

used in section 201. 55/] On the other hand, "significant
cause"” is meant to require a more direct causal

relatibnship between increased imports and injury than the
standard used in [adjustment assistance cases], i.e.,
“contribute importantly."” 56/ 57/ (Emphasis supplied.)

Thus, a direct causal link is required between the subject imports and
material injury. The subject imports need not be a "substantial cause,” but
must do more than "contribute importantly; to material injury. 1In order to
determine whether the imports under investigation are a sufficiently important
cause to constitute a "significant" cause, we must look to the facts of the
individual casé.

Although the domestic industry as a whole is experiencing problems, we do
not find a direct causal relationship betweeq these problems and imports of
ceramicware from China. At most, increasing imports from China have been one
of several factors contributing to the difficulties which some domestic
earthenware producers are facing, but they are not a significant cause of
those difficulties.

First, we shall examine the imports of earthenware which compete directly

with the domestic product. U.S. earthenware producers have been progressively

!
55/ "Substantial cause” is one that is "important and not less than any
other cause." Sec. 201(b)(4) of the Trade Act of 1974 (19 U.S.C. 2251(b)(4)).
56/ S. Rep. No. 93-1298, supra n. 1 at 212.
Ezy "The term 'contributed importantly' means a cause which is important but

not necessarily more important than any other cause.” Sec. 222 of the Trade
Act of 1974 (19 U.S.C. 2272).

14
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losing market share to imports of earthenware since at least the early 1950's,
long before imports of earthénware from China entered the domestic
market. é§/ For example, in 1978, when imports from China accounted for only
0.1 percent of apparent domestic consumption, imports from sources other than
China accounted for 70 percent. Between 1977 and 1981, earthenware imports
from sources other than Chinalincreased from 68.5 percent to 74.7 percent of
apparent domestic cdnsumption, but earthenware imports from China increased
from only 0.1 percent to 1.4 percent. 59/ 1In 1981, the ratio of domestic
shipments of earthenware to apparent domestic consumption was 23.9 percent. EEV
Thus, the importance of earthenware imports from China in the marketplace is
dwarfed by that of both domestically produced earthenware and imports from
other sources.

Japan has consistently been the largest source of earthenware imports,
accounting for an average of 69 percent of total earthenware imports between
1977 and 1980, 61/ and for 67.3 percent in 1981. 62/ The Republic of Korea
and Taiwan accounted for the second and third largest shares of total U.S.
earthenware imports in 1981, with 10.5 percent and 8.5 percent respectively.

Doméstic consumption of earthenware declined by 6 percent from 1977 to
1980, but increased by 7 percent in 1981. Total earthenware imports from all

sources remained relatively stable between 1977 and 1980, but increased by 12

percent in 1981. gg/ Therefore, the 1981 increase in imports of earthenware

58/ Tr. at 43. Imports of ceramicware have been the subject of previous
Commission investigations. See Report at A-l.

59/ Id.at A-47. _

&0/ 1d.

61/ 1d. at A-77 (Table 1D).

62/ 1d. |

63/ 1d. at A-71 (Table 1D). :

15
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from all sources accountedvfor the increase in domestic consumption of
earthenware.

- In addition, most of the increase in imports of earthenware in 1981
cannot be attributed to increased imports f;om China. The‘inqrgase of 2.7
million dozen pieces in total imports of earthenware in 1981 represénts
increases in imports from every major exporting country except the United
Kingdom. Japan accounted fqr'the largest share of the increase, 64 percent,
followed by Korea with 22_percent,vTaiwan with 17 percent, and China with 10
percent. 64/

Domestic producers argue tha; the inérease in imports of»egrthenware,
particularly from Japan, is at;ributableyprimarily to imports of high-value
earthenware. However, Japan's share of the low-value earthenware market is
also high. In.l981,'Japan accounted for 86 percept of total imports of
low-value earthen dinnerware, 65/ and 35 percent of total imports of low-value
nondinnerware. 66/

More important, increases in imports of earthenware from China do not
correlate with downturns in the domesticlindustry. 'The domestic industry
reached its low point of profitability in 1979, but began a modest recovery in
1980 and 1981, the 2 years in which imports from China accounted for their
largest (albeit small) share of the domestic market._

Furthermore, whereas there are no verified instances of sales lost to

earthenware from China, there are indications tth sales of domestic

64/ See id. ,

EE] Japan was followed by Korea (6 percent), China (4 percent), all others
(4 percent), Taiwan (1 percent), and the United Kingdom (0.3 percent). 1Id. at
A-76 (table 1D).

66/ Japan was followed by Taiwan (31 percent), Korea (19 percent), China

(7_Sércent), all others (7 percent), and the United Kingdom (1 percent). Id.
at A-77 (table 1D).
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earthenware are being los; to other domestic producers. During 1979-81, when
imports of earthenware ffom China were increasing, one domestic producer of
earthenware increased its share of U.S. production markedly. QZ/ Other
producers also increased their share of domestic production duringvthié
period. 68/ 1In addition, there are indications that "Corelle” ware; a highly "
durable domestic glassware product made by Corning Glass Works, has increased
its share of the domestic low-priced dinnerware market at the expense of
domestically produced earthenware. 22/ Also, other sources suggest that part
of the domestic industry's "lost sales” problem stems from its failure to
upgrade or update the design of its products and to pursue more aggressive
marketing techniques. 70/

For these reasons, we conclude that there is no demonstrable direct and -
significant causal link between.rapidly increasing imports of earthenware from
China and the economic problems that the domestic industry is currently
experiencing.

We have also determined that imports of chinaware from China are not a
significant cause of the domestic industry's problems. Apparent domestic

consumption of chinaware,‘which is much smaller than that of earthenware, '

67/ Report at A-31 (Table 10).

€8/ Id. ,

69/ 1Id. at A-49, A-51 (Table 19), A-53, A-55; Tr. at 212.

70/ See American Ceramic Tableware Council, Final Report on the United
States Earthenware Tableware Industry (Based on A Study by Willking
International Corporation) U.S. Dept. of Commerce (August 1981) at VI-3,
Vi-36, VI-=42, V=47, VI-52, IX-2. See also Summary of Trade and Tariff
Information: Ceramic Table and Kitchen Articles, USITC Pub. No. 841 at 6
(Nov. 1981). One industry expert estimates that it will take approximately 10
years for the domestic industry to become fully competitive with foreign
imports. Tr. at 59.
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dropped by 29 percent between 1977 and 1979, but increased by 22 percent in
1980 and by an additional l6mpercent in 1981. Zl/ Since the domestic
household chinaware market is.composed almost entirely of imports, the trends
for imports of chinaware from all sources correspond to the trend for apparent
domestic consumption. Total imports from all sources decreased by 29 percent
between 1977 and 1979, increased by 25 percent from 1979 to 1980, and
increased again by 20 percent between 1980 and 1981. 72/

However, increasing imports of chinaware in 1981 did not seriously affect
sales of earthenware because consumption of earthenware, which is much greater
in absolute terms than consumption of chinaware, rose 12 percent in 1981 over
1980. 73/ In fact, the fluctuations in earthenware and chinaware consumption
tend to track each other, indicating that whatever competition exists between
the two must be minimal. 74/

Unlike the situation with earthenware, China has been an important source
of chinawaré for the U.S. market in recent years. Japan and China hold the
two largest shares of the domestic market for chinaware. Combined, they
accounted for 83 percent of the U.S. market in 1980, with Japan having

55 perceﬁt and China 27 percent. 75/‘ However, in 1981, these market share

71/ Report at A-14 (Table 5).

72/ 1d. at A-46.

73/ 1d. at A-13 (Table 4).

74/ In an effort to check the competitive standing of chinaware from China
with respect to domestic earthenware, the Commission staff used a regression
analysis to estimate the demand for imports of chinaware from China in terms
of several factors, including the price of domestic earthenware. The results
of this regression analysis, which are explained in detail in the report, do
not support the proposition that the imports under investigation are directly
competitive with domestic earthenware in any significant manner. See id. at
A-54-55 and Appendix E at A-85. .

75/ 1d. at A-83 (Table 2D).
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positions reversed, with China's share rising to 45 percent, and Japan's share
dropping to 40 percent. Deéﬁite the increase in China's share, their combined
share increased by only 2 percent. 76/

The decline in the share of low-value chinaware from Japan apparently
reflects the fact that increasing labor costs are resulting in price increases
that have made imports from JaPan much less competitive with imports from
low-labor-cost sourées such as China, Taiwan, and Hong Kong. ZZ/ The unit
values of imports from China, although low, are close to the unit prices of
these other low-labor-cost sources, and significantly lower than the unit
prices of both imports from Japan 78/ and the domestic earthenware
products. Zg/ Thus, it appears that China's increasing share of U.S.
chinaware imports is largely displacing imports of chinaware from Japan
rather than domestic earthenware. 80/

Information concerning sales lost by U.S. earthenware producers to
imported chinaware from China is inconclusive. 1In three cases, the
allegations of lost sales were not supported. §l/ In the other four cases,
information concerning lost sales was mixed. One purchaser stated that it has
begun to buy small quantities of chinaware mugs from China partly because they
are priced lower than domestic earthenware mugs. §g/ However, another

purchaser stated that it purchased

76/ Id.

77/ Tr. at 216, 285.

78/ See Report at A-81 (Table 2D).

79/ See id. at A-31 (Table 10).

80/ See also Summary of Trade and Tariff Information: Ceramic Table and
Kitchen Articles, USITC Pub. No. 841 at 20 (November 1981).

81/ Report at A-55.

82/ 1d.
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chinaware from China only after it had already discontinued purchasing
domestic earthenware due to dissatisfaction with the design of the domestic
product. §§/ Yet anothervpurchaser stated that it had reduced its purchases
of domestic earthenware partly because of the low price of chinaware sets from
- China but partly due to its decision to buy larger quantities of low-priced
"Corelle” ware. 84/ Although these purchaser responses indicate that in some
instances imported chinaware is priced lower than domestic earthgnware, they
also indicate that factors other than imports from China, such as
dissatisfaction with the design of the domestic product and competition from
other domestic producers, may be more important factors.

For these reasons, we conclude that there is no direct causal nexus
between increased imports of chinaware from China and the economic problems

that are being experienced by the domestic industry.

Significant cause of threat of material injury

We élso find that the imports under investigation are not a significant
cause of threat of material injury to the domestic industry. 85/

The imports bf earthenware under investigation have a very small share of
a mafkeﬁ composed largely of imports from other sources. In addition, total
importé of earthenware from China declined by 7.8 percent in January-March

1982 as compared with the corresponding period in 1981. Imports of low-value

§2/ E' 1

84/ 1d.

85/ The legislative history provides little guidance as to how threat of
material injury should be examined in the context of section 406. However,
see Views of Commissioners Stern and Alberger (dissenting) in Anhydrous
Ammonia from the U.S.S.R., Report to the President on Inv. No. TA-406-5, USITC
Pub. No. 1006 at 32-33 (October 1979).
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earthen dinnerware and nondinnerware §§/ declined by 90 percent and 55
percent, respectively, in Jaﬁﬁary—March 1982 as cOﬁpared with the
corresponding period in 1981. 87/ Thus it is not clear that upward trends in
imports of earthenware from China are continuing unabated. Rather, these
figures seem to indicate the gradual consolidation of ﬁarket share‘of a new

entrant. |

Finally, the same causal factors discussed with respect to material
injury do not support a finding tha; the earthenware imports under
investigation are a significant cause of threat of material injury.

We find similarly with respect to chinaware. Although the market share
of chinaware is significant and steadily increasing, as we have concluded with
respect to the issue of significant cause of material injury, the competitive
impact of the chinaware under investigation on the domestic earthenware
industry is limited, and does not rise to the level of a significant cause of
threat of material injury. We also note in this regard that the United States
is not the only major market for exports of chinaware. On the basis of the
best information available, we estimate that the United States accounts for
less than 10 percent of exports of chinaware from China. §§/ Other
significant export markets include third-world nations in Southeast Asia and

elsewhere, §2/ Australia, 29/ and Canada. 21/ There are also indications

86/ In 1981, low-value dinnerware and nondinnerware constituted 55 percent
of total earthenware imports from China. See Report at A-22 (Table 6).

87/ Some separate earthenware categories “have also declined on an annual
basis as well. See n. 32 supra.

88/ Based on figures provided in the July 27, 1982, submission by counsel
for CIAA.

89/ Tr. at 302.

90/ Id.

91/ 1d. at 302-03.
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that, despite China's apparent eagerness to increase exports of chinaware,
quality 92/ and supply 93/ problems may be restraining the export of goods

suitable for the U.S. market.

Conclusion
For the reasons set forth above, we have concluded that the imports of
ceramic kitchenware and tableware from China under investigation are not

disrupting.the U.S. earthenware market.

92/ See Report at A-55; Tr. at 282-83.
93/ Tr. at 279.
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Views.of Commissioner Eugene J. Frank

On the basis of informétion developed in the course of this investigation
(No. TA-406-8), which was conducted under section 406(a)(1l) of the Trade Act
of 1974, 1 determine, with respect to imports of ceramic household articles
chiefly used for preparing, serving, or storing food or beverages, or food or
beverage ingredients, provide& for in items 533.15, 533.22, 533.24, 533.30,
533.32, 533.34, 533.39, 533.62, 533.74, 533.76, 533.78, and 533.79 of the
Tariff Schedules of the United States, which are the product of the People's
Republic of China (China), that market disruption exists with respect to an
article produced by a domestic industry.

The term "market disruption” is defined in section 406(e) of the Trade
Act of 1974. The statute in essence sets forth the following three tests or
criteria and requires that all three be satisfied in order for there to be a
finding of market disruption—-

(1) imports of an article the product of a Communist country are
increasing rapidly, either absolutely or relatively;

(2) the domestic industry producing an article like or directly
competitive with the imported article is materially injured or

threatened with material injury; and

(3) such rapidly increasing imports are a significant cause of the
material injury or threat thereof.

I have found that all three criteria are satisfied.

Rapidly increasing imports

The first criterion requires a finding that imports are "increasing
rapidly, either absolutely or relatively.” This requirement reflects the

concern of Congress regarding the ability of Communist countries, through
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their control of the distribution process and the price at which articles are
sold, "to flood domestic markets within a shorter time period than could occur
under ffee market conditions.” 1/ While Congress did not expressly define the
"incréasing rabidly" test, the Senate Committee on Finance stated in its
report on the bill that became the Trade Act that the increase would be o<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>