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REPORT TO THE PRESIDENT

U.S. Tariff Commission,
February 22, 1972.

To the President:

In accordance with section 301(f)(1) of the Trade Expansion Act
of 1962 (76 Stat. 885), the U.S. Tariff Commiséion herein reports the
results of an investigation on ceramic table and kitchen articles,.

including dinnerware, conducted under section 301(b) of that act.

INTRODUCTION

The investigation was undertesken to determine whether ceramic
table and kitchen articles, including dinnerware, provided for in
items 533.1L through 533.41 and 533.63 through 533.77 of the Tariff
Schedules of the United States (TSUS) are, as a result in major part
of concessions granted therecn under trade agreements, being imported
into the United States in such increased guantities as to cause, or
threaten to cause, seriocus injury to the domestic industry or indus-
tries producing like or directly competitive products.

Following receipt of a petition filed by the American Dinnerware
Emergency Committee on June 1, 1971, the U.S. Tariff Commissiocn on
June 10, 1971, instituted en investigation under section 301 (b){1)
of the Trade Expansion Act of 1962 (TEA). DNotice of the investigation

and public hearing was published in the Federal Register of June 16,

1971 (36 F.R. 11617). In response to reguests, the public hearing
originally scheduled for September 21, 1971, was rescheduled by the

Commission on August 4, 1971, for September 14, 1971. Notice of the
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rescheduling of the public hearing was published in the Federal

Register on August 7, 1971 (36 F.R. 14682).
Following receipt of communications filed by the American Dinner-

wvare Emergency Committee and the American Fine China Guild on

August 17 and 1G, respectively, the Tariff Commission on August 15,

1971, enlarged the scope of the investigation to include bone china

and nondinnerware articles and rescheduled the hearing. Nntice of

the change in the scope of the investigation and the rescheduling of

the hearing was published in the Federal Register of August 25, 1971

(36 F.R. 16698).

The public hearing was held on November 30, December 1-3, and
December 6~9, 1971; all interested perties were offered opportunity
to be present, to produce evidence, and to be heard. A transcript of
the hearing and copies of briefs submitted by interested parties in
connection with the investigation are attached. ;/

The American Dinnerware Emergency Committee is an ad hoc associ-
ation of 13 firms which produce earthen dinnerware and nondinnerware
articles. The committee members manufacture over three-fourths of
such earthenware articles produced in the United States.

The Fine China Guild represents the three largest domestic pro-
ducers of fine china dinnerware. The Guild members manufacture more

than 90 percent of fine china dinnerware produced in the United States.

l/ The transcript and written statements were attached to the orig-
inal report to the President.



The information for this report was obtained from fieldwork; from
responses to questionnaires sent to domestic producers of earthen,
household china, melamine (plastic), and household machine-made glass
table and kitchen articles and responses to questionnaires sent to
importers of earthen and china table and kitchen articles; from the
Commission's files; from other Govermment agencies; and from evidence

presented at the hearing by interested parties.
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FINDILGS OF THE COMMISSION

On the basis of iisg investigation, the Commission finds unani-
mously thate-

articles chiefly used for preparing, serving, or storing
food or beverages, or food or beverage ingredients, all
the foregoing provided for in the following items of the
TSUS: 533.1L through 533.26; 533.28 in any pattern for
which the aggregate velue of the articles listed in head-
note 2(b) of part 2C of schedule 5 is over $22; 533,38 if
cups valued over $3.10 per dozen, saucers valued over
$1.75 per dozen, plates not over 9 inches in maximum di-
ameter and valued over $2.85 per dozen, plates over 9 but
not over 1l inches in maximum diameter and valued over

$L .85 per dozen, and other articles valued over $6.20 per
dozen; 533.L1; 533.63 through 533.69, and 533,77

are not, as a result in major part of concessions granted under trade
agreements, being imported into the United Stateé in such increased
quantities as to cause, or threaten to cause, serious injury to the
domestic industry producing articles which are like or directly ~om-
petitive with the imported articles,

The Commission further finds (Commissioners Sutton and Leonard
dissenting) (1) that--

articles chiefly used for preparing, serving, or storing
food or beverages, or food or beverage ingredients, all

the foregoing provided for in the following items of the
TSUS: ©533.28, in any pattern for which the aggregate value
of the articles listed in headnote 2(b) of part 2C of
schedule 5 is over $12 but not over $22; 533.31 through
533.365 533638 if cups valued over $1,70 but not over $3.10
per dozen, saucers vaiued over $0.95 but not over 31,75 per
dozen, plates not over 9 inches in maximum diameter and
valued over $1.55 but not over $2.85 per dozen, plates over
9 but not over 1l inches in maximum diameter and valued over
$2,65 but not over $L.85 per dozen, and other articles
valved over $3.LO but not over $6.20 per dozen; and 533.71
through 533.75
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are, as z result in major part of concessions granted under trade
agreements, being imported into the United Ststes in such increased
quantities as to cause serious injury to the domestic industiry pro-
ducing articles which are like or directly competitive with the im-
ported articles; and (2) that, in order to remedy the serious injury,
it is necessary to increase the column numbered 1 rates of duty for
those items and parts of items specified in (1) to rates of duty as

follows:

533,28 (pt) - 10¢ per doz. pcs. plus 21 percent ad val.

533.31 - 10¢ per doz. pcs. plus 25 percent ad val.
£33.33 - 10¢ per doz. pcs. plus 25 percent ad vale
533.35 - 10¢ per doz. pcs. plus O percent ad val.
533436 - 10¢ per doz. pcs. plus 22 percent ad val.

533,38 (pt) - 10¢ per doz. pcs. plus 22 percent ad val.

533,71 - ;5 percent ad val.
£33.73 - 10¢ per doz. pcs. plus L5 percent ad val.

£33.75 - 10¢ per doz. pcs. plus 60 percent ad val.



Views of Chairmer Bedell, Vice Cheirman Parker
and Commissicners Mcore and Y

This investigation under section 301(b){1) of the Trade Expansion

Act of 1962 wss undertaken in respense to petiticns for teriff adjust-

ments filed by the principal domestic producers of cersmic table and

1/
kitchen articles. = Under that section, the Tariff

(@]

ommission must
determine whether, as a result in major part of concessions granted
under trade agreements, articles are being imported into the United
States in such increased quantities as to cause, or threaten to cause,
serious injury to the domestic industry producing articles which are
like or directly competitive with the imported articles.

In the present case the Commission has been called upon to make
such a determination with respect to the various types of ceramic
articles--earthenware and chinaware. In varyving degrees, ceramic
articles compete directly with one snother. Most of the fine chinsa
produced in the United States, however, is designed for a market (the
"best set" market) different from the domestic earthenware (the
casual "every day" market) and such fine chins sells 2% much higher
prices than most domestic earthenware. Therefore we regard domestic
chinaware and earthenware as distinct erticles for the purpose of

this investigation.

;/ The Commission determined 1i: rezsed imports of
household china tableware and kite not be attributed in
major part tc concessions granted eements. Household

China Tableware and Kitchenware: resi
tigation No. 7-113 (TEA-I-1), TC Publicetion Ok, 1963.




As indicated by our findings cited earlier, we have concluded

that the domestic earthenware industry is being seriously injured by

@]

increased imports cf: (1) earthen dinnerware valued at between $12

i/

and $22 per norm '533.28 pt.), = (2) earthenware and chinaware mugs
and miscellaneous articles (533.31 and 533.71), and (3) certain
2/

specified earthen and china non-dinnerware articles. We believe
that ﬁhese imports have resulted in major part from trade-agreement
concessions, and that an increase in the rates of duty applicable to
the foregoing specified articles to the pre-Kennedy Round (1967) rates
is necessary to remedy this injury.

We have made a negative determination with respect to the
domestic industry producing household chinaware because we believe
that such industry is not seriously injured or threatened with
serious injury from increased imports resulting in major part from
trade-agreement concessions.

We determined with respect tc low and medium value earthen
dinnerware that the domestic earthenware industry is not being
sericusly injured or threatened with serious injury from increased

imports of these articles resulting in major part from trade-agreement

concessions. In the case of the low value category (533.23) trade

N

has diminisied to a point that imports are virtually nonexistent.

1/ The term "norm" means & specified set made up of the 77 pieces
listed in the headnotes to the Tariff Schedules of the United States.
The value per norm shown above represents the aggregate value of the
77 pieces in the country of manufacture. The U.S. retail price of
imported earthen dinnerware valued for duty purposes at between $12
and $22 per norm would range from approximately $25 to $50 for &
L5-piece set.

2/ See finding on page k.
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Imports of part of the medium value category (533.25) have been Jdown
sharply year by year since 1964, Imports of the remainder of the
medium value category (533.26) have declined annuslly since 1968, and

nc Kennedy Round concession was made on this item.

Farthenware industry

Within the meaning of the statute earthen dinnerware with a
dutiable value of between $12 and $22 per norm, earthenware and china-
ware mugs, and certain specified earthen and china non-dinnerware
articles are being imported into the United States in increased
quantities as a result in major part from the trade-agreement con-
cessions negotiated in 1967 during the Kennedy Round tariff conference.
These tariff concessions resulted in about a 50-percent reduction in
the rates of duty applicable to these articles.

For the purpose of making our determination, the trend of U.S.
imports of these earthenware and chinaware articles must be siewed
against the Kennedy Round concessions. Those concessions resulted
in reducing the duties on earthenware mugs and non-dinnerware articles
by about 45 percent. Prior to these concessions .196L4-67) imports of
these articles increased at an annual rate of .9 percent. After the
Kennedy Round concessions were implemented, the averags annual rate
of increase became T.7 percent. Imports of chinaware mugs and china
non-dinnerware articles increased at an annual rate of 3.8 percent
during the period 1964-67. After January 1968, when the first stage
of the Kennedy Round concessions were put into effect, the annual

rate of increase averaged 23.5 percent. Direct comparisons between
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oy comparing the average annual increase for the pre-Kennedy Round
high value category {&ll dinnerware valued over $7 per norm) for the
1964-67 pericd with imports of the dinnerware valued over $12 per
norm {the new high value category established by the Kennedy Round
concessions)} for the 1968-70 period, the pre-concession annual rate

of impcrt increase was 5.0 percent and the post-concession rate was

16 percent. Furthermore we note that since 1967 imports of dinnerware
vaiued between $7 and $12 per norm, on which a Kennedy Round con-
cession was not granted, declined by more than two-thirds.

We have therefore concluded that the substantial increase in
the annual rate of imports was due in major part to the Kennedy Round
trade-agreement concessions.

The effect of these increased imports is to cause serious injury
to the domestic earthenware industry. Between 1962 and 1970, three
firms ceased the production of earthenware articles; in 1971 two
additional firms terminated their production, and only one small
company {in 196L) ventured into this field. This indicates that
under present conditions the production of earthenware is not profit-
able. During 1966-70, the earthenware industry experienced a loss
in every year. The ratio of net operating loss to net sales for the

industry ranged from az low of 0.8 percent to a high of 6.5 percent.
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Shipments of domestic earthenware have trended downward for many
vears. During the period 1966-T0 shipments were greatest in 1968,
and thereafter have declined annually, while imports of competitive
erticles have increased.

Employment in the earthenware industry increased modestly between
1966 and 1968, but declined annually thereafter, and in 1970 was about
20 percent smaller than in 1968. Less than a quarter of this decline
was due to increased mechanization.

Although domestic consumption of earthen dinnerware remained
gbout constant during 1966-70, the share of the U.S. market supplied
by imports increased by 33 percent, thereby displacing a substantial
part of the domestic output. The consumption of all earthenware table
and kitchen articles increased moderately during this period. The
share of the market supplied by imporis increased by 32 percent. By
1970, imports had captured 54 percent of the U.S. market for esrthen-
ware table and kitchen articles; with the still rising imports their
share of the market is continuing to increase in 1971.

Domestic earthenware faced import competition in all its markets—-
premium, E/ mass retailing, and department and specialty stores.

For some years now the premium market has been the single largest
merket for domestic earthenware. It still is today, but in 1970 this
market accounted for just over L0 percent of domestic sales compared

with about 50 percent in 1966, and nearly 56 percent in 1961. The

1/ "Premium' is the term used by the industry to identify ware used
for promotional purposes by banks, supermarkets, gasoline stations,

4
etC.
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range which effectively prevents U.S. producers from being competitive
pricewise. As a result. foreign producers of earthen dinnerware have
been able to make great inroads in this market and are forcing domestic
producers to look to the lower priced, lower margin, lower profit,
premium, and cther mass market areas in which to market their less
decorative products.

Other products competing with earthen dinnerware in the market-
place are plastic and machine-made glassware. The share of the
domestic dinnerware market supplied by these products has declined
from 37 percent in 1961 to 32 percent in 1G70. We therefore conclude

that plastic has been replacing machine-made glass dinnerware in the

domestic market.

Recommended remedy

As stated in our finding we recommend that rates of duty'be
established on certain earthenware and chinaware (except china
dinnerware) at the level of the rates of duty which existed in 1967
immediately prior to the so-called Kennedy Round tariff concessions;
this will result in an increase in the rafes of duty of about 90 per-
cent for these items. ™

It is our view that the duties that we have suggested will remove

the cause of the serious injury to the domestic earthenware industry

1/ We note that section 352 of the Trade Expansion Act of 1962
authorizes the President to negotiate international agreements with
exporting countries to limit exports from such countries and imports
to the United States whenever he determines that such action would be
more appropriate than the remedy authorized under section 351(a)(1).
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which has resulted from increased imports of like or directly com-
petitive articles. The main thrust of this remedy is directed to

those imports of earthen dinnerware and earthen and china non-dinnerware
articles the imports of which are increasing and which represent, under
the Trade Expansion Act, the greatest present and potential serious

injury to the domestic earthenware industry.

Household chinaware industry

As indicated by findings cited above, we have concluded that
the domestic industry producing household china table and kitchen
articles is not being seriously injured or threatened with serious
injury from increased imports resulting in major part from trade-
agreement concessions. Therefore we have made a negative determina-
tion.

In the instant case, we are unable to find that the domestic
chinaware industry is suffering injury, and therefore does not meet
one of the four requirements for an affirmative determination under
the Trade Expansion Act of 1962. This industry continues to enjoy
profitable operations. The aggregate of net operating profit to net
sales increased annually from 16.6 percent in 1966 to 25.9 percent

in 1969, then dropped in 1970 to 2L.9 percent.






35
Viewg of Commissioner Sutton

This investigation marks the second time that the Tariff Commis-

v}

sion has conducted escape-clause investigations of earthen and china
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significantly than trade-agreement concessions in that earlier period
have continued to predominate in the years since then. Consequently,

T have concluded that the second criterion listed above has not been
met. Therefore, 1 have had tc make a negative determinatioﬁ in this
case. The folliowing brief account of trade concessions, import trends,
and marketing factors influencing imports since 1964 explains my
position.

The Tariff Schedules of the United States (TSUS) classifies
dinnarwsre (i.=z., ware that is available in specific sets) separately
from other table and kitchen articles; it also provides separate TSUS
items Ffor earthen and china mugs, steins, and specified miscellaneous
articles. Roth ainnerware and other table and kitchen articles
(except for mugs, etc.) are further classified on the basis of their
value.

With respect to earthenware, trade-agreement concessions were
granted at the Kennedy Round oun all articles except those classifiable
in TSUS 533.26ﬁ a part of the medium value category of dinnerware.
Concessions amounting to 50 percent were granted on low valued and
high valued dinnerware and octher table and kitchen articles, as well
“as mugs and miscellaneous other articlez. Lesser concessions were
granted on part of the medium valued dinnerware and other table and
kitchen articles,

During 196L-71, the bulk of U.S. impcrts of earthen dinnerware

entered in the high value category and the bulk of the imports of
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1971 on the average ©To only about 2 cents per piece
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moreover, the prices of such impcrted ware in the U.S. market rocse
substantially. The bulk of these earthenware imporis were higher
styled and higher gquality then domestically produced earthenware and
generally sold for a considerably higher price than domestic ware.
The imported ware filled a large and growing need in the U.S. market
for medium-priced dinnerware and mugs. The increased imports thus
were & result primarily of T
to lower duties.
During the Kennedy Round, the United States granted concessions

on g number of rates of duty appliceble to chine table and kitchen
articles, but it did not grant concessicns on low, medium, or most
high-velued dinnerware. The only trade-sgreement concessions applie
cable to low and medium-velued china dinnerwsre-became effective in

1955; the mejor trade-agreement cconcessions on high-valued chins

dimnerware occurred in 1939 and 1548, with & winor reduction in 1951.



yvears on chinaware

the volume of china

Tepovts of ching teble and kitchen articles covered by this
investigation rose sharply. bul irregularly. tetween 1964 and 1969;
thercafter imports declined sharply in 1970 and January-June 1971.

—

These fluctuations in imports resulted from marketing factors, other

than trade-sgreement concessions, that affected the major import
categories. Imports of low-end china dinnerware, for example, rose

sharply in 1968 and 1502 in response to a demand for such ware in the

premiuvm markets serving principally supermarkets and gasoline stetions.

Dealers serving Lthese markets overbought in 1969, which largely
explains the subsequent decline in imports of such dinnerware. The
dramsbic increase in imports of china mugs, steins and miscellaneous
arbicles since 1906 reflects a change in consumer habits rather than

a response tc e dubty concession; the higher-styled imported ware has

been more in demand than lower-styled domestic ware. The acceptance

of low-end chinawere in the U.S. market, moreover, is in part the result

of the increasing affluence of the American consumer who has been able
to "trade up" from lower-quality domestic earthenware to imported

tance of low-valued china in the U.S.
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Views of Commissioner Leonard

1 concur generally with the reasons given by Chairman Bedell,
Vice Chairman Parker, and Commissioners Moore and Young for finding
that the domestic industry producing household china table and kitchen
articles is not being seriously injured nor threatened with serious
injury. With regard to the earthenware industry in the United States,
I agree in the main with the views of Commissioner Sutton in finding
that increased imports of articles like or directly competitive with
the articles produced by that industry are not in major part the
result of trade-agreement concessions. Thus, my determination is
necessarily in the negative, for all of the criteria of the statute
have not been satisfied with respect to each of the imported articles
under investigation.

The instant investigation has been conducted under the so-called
escape clause (Section 301(b) of the Trade Expansion Act of 1962 (TEA)).
Under the escape-clause criteria of the TEA, the Commission must deter-
mine that imports are entering in increased quantities, the increased
imports are in major part a result of concessions granted under trade
agreements, the domestic industry éroducing an article like or -
directly competitive with the imports is seriously injured or threat-
ened with serious injury, and the imports are tﬁe major factor in
causing, or threatening to cause, serious injury to the domestic

industry. These statutory criteria are conjunctive. 4n affirmative
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determination in favor of granting escape-clause relief to a domestic
industry is foreclosed unless each condition is satisfied.

And, for me, that is where the rub is in this investigation as
it relates to the U.S, earthenware industry. I have no trouble in
finding increased imports of important categories of ceramic table
and kitchen articles like or directly competitive with the products
of the domestic earthenware industry, nor in finding that industry
seriously injured, nor even in finding the increased imports to be
the major factor causing the serious injury to the industry. However,
I am unable to determine that the industry is eligible for relief
under the TEA because I cannot find the second element of the law
satisfied--that the increased imports are a result in major part of
trade-agreement concessions. This "Achilles heel" of the statute once
more prevents me from finding in behalf of a U.S. industry sorely beset
with import-inspired problems.

Trade-agreement concessions need not be the sole cause of the
increased imports under the statute, but there must be a strong causal
connection between the concessions and the imports. Increases in
imports which occur subsequent to a trade-agreement concession do not
necessarily prove that such a strong causal connection exists and may,
upon analysis, indicate nothing more than a coincidence.

The difficulty in trying to establish this causation requirement

has led to severe criticism of the TEA and of those who attempt to



N
La)

administér it. As written, the TEA necessarily requires the Tariff
Commission to identify the probable factors which might have in-
fluenced an increase in imports, to assign values to those probable
factors, to weigh the factors against each other, and to determine
which of the factors "in major part" resulted in an increase in
imports. The interpretation of "in major part" controls the measur-
ing of a factual determination necessary to each investigation. For
a probable factor to be "in major part" responsible for an increase
in imports, that factor must, at least, be greater in importance

than any of the other contributing factors. Quite clearly, the
methodnlogy does not exist to weigh accurately all of the probable
factors which might have contributed to an increase in imports in any
particular investigation. How can the relative contributions of such
factors as changes in consumer tastes, increases in disﬁosable per-
sonal income, changes in product merchandising, the cost structure

of domestic production, etc. be weighed with precision? Yet the
Commission must do its best, for the statute would seem to call for it.

Impact of concessions on imports affecting U.S.
earthenware industry

With respect to the instant investigation, the major cause of the
increases in the imports of ceramic table and kitchen articles causing

injury te the producers of domestic earthenware could not have been



the tariff concessicns granted in the Kennedy Round Trade Conference
as apparently concluded by four of my colleagues.

Those colleag;es, a Commission majority, found injury resulting

from imports of earthen dinnerware entering under item 533.28 of the
Tariff Schedules cof the United States (TSUS)--imports which have been
increasing steadily since the mid-1950's. More than 90 percent of
the quantity of earthen dinnerware imports in 1970 entered under this
TSUS item. As a result of the Kennedy Round, the applicable duty for
earthen dinnerware was reduced about $1.05 per 45 pieces between 1967
and 1971. This reduction, however, bears no relationship to the
wholesale or retail price of the dinnerware in the United States.
The domestic wholesale prices of 45-piece sets of such imported
earthen dinnerware in the lowest possible net wholesale price that
imports under 533.28 could enter, $15 to $30, actually increased 35
percent, from $17.04 in 1967 to $23.08 in 1971. Therefore, neither
domestic dealers nor the ultimate customers of this dinnerware
received any price benefit from the duty reduction. Moreover, U.S.
importers of such dinnerware could not have profited from the duty
reduction because the average unit values of their imports increased
32 percent between 1967 and 1971,

Imports of china dinnerware, as will be detailed shortly, had

significant impact on the domestic earthenware industry, but, as
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There were no Kennedy Round dufy cuts on the kinds of china imports

that caused mcst of the misery te the U.S. earthenware industry.

Other factors influencing increases in imports

What then were the more importent factors in influencing an

increase in imports which hurt that large part of the domestic
industry ccnsisting of earthenware producers who catered to a higher
volume, lower price mariket?

For one, the emphasis on household fashicn, style, and color

during the late 1950's thyough the 1960's worked to the benefit of

imported earthen dinnerware products. The imported ware often

received more hend work; 1f stamped, it wes often decorated with greater
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domestic production methods for lower-priced ware. As the Tariff
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The domestic producers had begun to concentrate their sales of
earthenware prcducts in chain variety stcres and especially for use
in premium promotions in the 1950's. Imports of relatively low-
priced china dinnerware began to be extensively merchandised in the
mass-merchandising and discount stores in the mid-1960's. Generally,
the impcrted china dinnerware provided an alternate product of
greater durability with a more prestigious image within competitive
price ranges. The introduction of imported china dinnerware com-
pounded the competition afforded to the producers of lower-priced
earthenware from both more durable plastic dinnerware and lower-priced
glass dinnerware.

In the early 1960's, negligible quantities of low-priced imported
chinaware were sold in premium promotion markets. By 1966, without
the intervention of trade-agreement concessions, approximately one-
third of the importers' sales of such china dinnerware were dis-
tributed to such premium outlets. In 1968 a tremendous demand for
household products for use in premium promotions resulted in large
orders for both domestic earthen dinnerware and imported china dinner-
ware. The domestic producers were operating at capacity to supply these

orders.



Overbuying of both the domestic and imported ware reduced the
premium demand for both products in 1969, although imports of the
low-priced china dinnerware did not decline until 1970, due to the
longer lead time required to obtain imports from Japan. Premium
dealers reduced the prices of both imported china aﬁd domestic
earthen dinnerware to work off large inventories accumulated since
1969. The large dealer inventories of these products depressed the
demand for domestic‘earthenware shipments and imports of lower-priced
china from Japan. 1In addition, the shipments of domestic melamine and
glass dinnerware maintained an irregular, but substantial, share of
the total lower-priced dinnerware market, fluctuating between approxi-
mately 23 percent and approximately 37 percent during the decade
1961-1971.

To further compound the troubles of the lower-priced domestic
producers, decorated imported earthen dinnerware began to be distributed
through both premium and discount outlets in 1966. In addition, because
of the market saturation of lower-priced china dinnerware from 1969
through 1971, many premium dealers have indicated a desire to substi-
tute imported dinnerware with a ''stoneware look'" (dutiable at earthen
dinnerware rates) to sell at prices above domestic earthenware and the
same as or slightly less than imported china dinnerware. The imported
"stoneware look" has the potential of increasing the emphasis on

fashionably designed and colored dinnerware in the premium outlets.

\
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The experience of the domestic producers of lower-priced earthen
table and kitchen articles has revealed a pattern of encirclement by
fashionably decorated imported earthenware products at prices the
domestic producers allegedly could not compete with were they to
upgrade their products, and durable and more prestigious imported
china products penetrating the same markets in which these producers
have concentrated their sales,

All of the above evidence secured in this investigation belies a
finding that the domestic earthenware industry was hurt from imports

that were in major part the result of trade-agreement concessions.



INFORMATION OBTAINED IN THE INVESTIGATION

Description and Uses of Products
Under Investigation

Scope of the investigation

The imported articles specified in the Commission's public notice
consist of ceramic articles chiefly used for preparing, serving, or
storing food or beverages, or food or beverage ingredients, all the
foregoing of fine-grained earthenware, of fine-grained stoneware, or
chinaware, or of subporcelain, and provided for in items 533.1k
through 533.77 of the Tariff Schedules of the United States (TSUS),
inclusive, but excluding item 533.51, which provides for hotel or
restaurant ware of nonbone chinaware or of subporcelain. 1/ For the
purposes of this investigation, the articles covered by this inves-

tigation will be collectively referred to as table and kitchen

articles.

Description of terms

Available in specified sets.--The TSUS distinguishes between

ceramic table and kitchen articles--those that are "available in
specified sets" and those that are "not available in specified sets."

The term "available in specified sets" embraces all such articles in

1/ Neither bone china nor earthenware is used extensively for hotel
and restaurant ware.
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& pattern in which certain specified pieces are sold or offered for
saele. The individual articles do not have to be sold together, nor do
they have to be imported in the same shipment. For tariff rurposes,
the production of, or the offer to produce (e.g.., in a manufacturer's
catalog) is considered as being "offered for sale'. Moreover, each
article does not have to be of the same color to be considered "avail-
able in specified sets", if the articles are color coordinated.

For convenience, articles "available in specified sets" will be

referred to in this report as dinnerware.

Not available in specified sets.--The term "not available in

specified sets" embraces ceramic articles that are not sold or offered

for sale in the same pattern in all the articles regquired in order to

1/ Headnote 2(b) provides that if each of the following articles is
sold or offered for sale in the same pattern, all of the articles of
such pattern shall be considered as being "available in specified
sets": (1) plate of the size nearest to 10.5 inches in maximum dimen-—
sion, (2) plate of the size nearest to 6 inches in maximum dimension,
(3) tea cup and its saucer, (4) soup of the size nearest to 7 inches
in maximum dimension, (5) fruit of the size nearest to 5 inches in
maximum dimension, (6) platter or chop dish of the size nearest to
15 inches in maximum dimension, (7) open vegetable dish or bowl of
the size nearest to 10 inches in maximum dimension, (8) sugar,

(9) creamer.

If either soup or fruit is not sold or offered for sale, a cereal
of the size nearest to 6 inches in maximum dimension shall be sub-
stituted therefor.

Headnote 2(c) provides that if each of the articles specified in
headnote 2(b) is not sold or offered for sale in the same pattern,
but if each of the following articles is sold or offered for sale in
the same pattern, all the articles of such pattern shall be considered
as being "available in specified sets": (1) plate of the size nearest
to 8 inches in maximum dimension, (2) beverage cup and its saucer,

(3) sugar, (4) creamer, (5) beverage pot of the size nearest a 6-cup
capacity.
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be considered dinnerware. For convenience, articles 'mot available in

specified sets" will be referred to in this report as non-dinnerware.

Such ware consists chiefly of mugs, beverage and dessert sets, and
other shortline (incomplete) service, and articles designed primarily
for preparing and storing food and drink.

1/

Earthenware and stoneware.--Fine-grained = earthen table and

kitchen articles covered by this investigaﬁion are articles having a
fired body that will absorb more than 3 percent of its weight of
water. 2/

Fine-grained earthenware having a reddish-colored body and a
lustrous glaze is generally referred to in the trade as "Rockingham"
ware. Teapots, sugar bowls, cream pitchers, mugs, and salt and pepper
sets are the principal articles of Rockingham ware imported into the
United States. On the teapots the lustrous glazes may be any color,
but on other articles they must be mottled, streaked, or solidly
colored brown to black to meet TSUS specifications.

Although there is no production of Rockingham ware in the United
States, there is production of earthenware with opaque bodies which
are glazed and given mottled, streaked, or solidly colored brown to
black glaze. It is not possible for the consumer to distinguisch

between imported Rockingham ware and similarly colored domestic

earthenware.

1/ "Fine-grained" is defined in the TSUS as wares having & body
made of materials which have been washed, ground, or otherwise
beneficiated.

2/ See headnote 2(b) of Schedule 5, part 2 of the TSUS.
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Fine-grained stoneware articles are articles having a fired body
that will absorb not more than 3 percent of its weight of water, and
is naturally opaque, and the body is not commonly white. l/

As used hereinafter in this report, the term earthenware refers
to fine-grained earthenware including Rockingham ware and fine-grained
stoneware unless otherwise specified. The qﬁalities of earthenware
articles can best be described by contrasting them with the qualities
of chinaware. Earthenware articles generally are less durable than
those of chinaware, and less resistant to thermal and mechanical
shock. Earthenware will chip or crack more readily than chinaware,
and earthenware glazes 2/ may crackle if exposed to sudden changes in
temperature. Also, an earthenware body, except that of stoneware,
will stain if its glaze is chipped.

Chinaware.--The term "chinaware" as used in this report includes
chinaware and porcelain which are fine-grained ceramic ware (other
than stoneware), having a body which is white (unless artificially
colored) and will absorb not more than 0.5 percent of its weight of
water; 3/ and subporcelaiﬁ, which is fine-grained ceramic ware (other
than stoneware), having a body which is white (unless artificially

colored) and will absorb more than 0.5 percent but not more than 3

‘ L
percent of its weight of water. L Chinaware is subdivided into bone

1/ See headnote 2{(c) of Schedule 5, part 2 of the TSUS.

2/ Glazes are the glass-like coatings fused at high heat to the
surfaces of the ware. The glass forming ingredient is a feldspathic
mineral.

3/ See headnote 2(e) of Schedule S, part 2 of the TSUS.

L/ See headnote 2(d) of Schedule 5, part 2 of the TSUS.



A-5

china (ware having a body which contains by weight 25 percent or more
calcined bone)ﬁl/ and nonbone chinaware. The differences between

these various types of china are of a technical nature; frequently
experts cannct visually differentiate among them. Nonbone china is

the principal ware produced in the United States; porcelain is produced
in Continental Europe and Japan; and bone china, until 1962, was pro-
duced almost exclusively in the United Kingdom. Production of bone
china began in the United States in the last half of 1962, and in

Japan in 196k.

Chinaware is very resistant to thermal and mechanical shock. Tt
does not chip or crack readily and its glaze does not crackle. China-
ware bodies are not susceptible to staining if their glazes are chipped.
Most chinaware is decorated, the decorstion being applied either under
or over the glaze. The more elaborate decorations are confined largely
to over-the-glaze application. Metallic decorations, once nearly
exclusively of either coin or bright gold, are now frequently of
platinum or palladium.

In recent years, consumer acceptance of casual chinaware has
developed as a factor in chinaware consumption. Casual china is dis-
tinguished from formal chinaware by its bolder pattern and color design
and its lack of metellic decoraticn. The coldred designs are usually
under the glaze. In some cases, casual china is thicker than formal

chinaware and is relatively less translucent.

<

1/ See headnote 2(f) of Schedule 5



Pyroceram (Centura ware).--Pyroceram is the trade name of devit-

rified glass articles made by a patent process. Pyroceram is essen-
tially crystallige in structure, simiiar to the bodies of ceramic
articles, but is formed by a glass-making process. Headnote &(a) of
Schedule 5, Part 2, provides that a ceramic article may be "tormed
from a molten mass which solidifies on cooling". Pyroceram conforms
to this definition, and therefore would be classified as ceramic ware
if imported. For the purposes of this report Pyroceram (Centurs

ware) is considered chinaware.

U.S. Tariff Treatment

Pre-TSUS

Earthenware articles.--Earthenware table and kitchen articles

(except so-called "Rockingham" ware) 1/ were provided for in paragraph
211 of the Tariff Act of 1930. 7Under that act, the original rates of
duty on table and kitchen articles were 10 cents per dozen pieces
plus 45 percent agd valorem on articles not colored or undecorated,
and 10 cents per dozen pieces plus 50 percent ad valorem on articles
decorated or colored. As a result of trade agreements, the varying
reduced rates of duty applicable to earthenware table and kitchen
articles were made applicable on the basis of the size and value of
individual pieces.

Prior to the implementation of the TSUS (August 31, 1963), the

tariff concessions granted on the earthenware articles covered by

1/ Rockingham ware was provided for in paragraph 210 of the Tariff
Act of 1930, at the rate of 25 percent ad valorem (table 3).



this investigation occurred during the late 1GL0's and the 1950's.
The largest duty reductions, granted in 1948 and 1951, were on speci-
Tied earthenware table and kitchen articles gbove specified values
primarily for the purpcses of providing concessions that would apply
primerily tc imports from the United Kingdom and West European
suppliers. These concessions resulted in the reduction of the ad
valorem porticn of the compound duty rate to 20 percent (ad valorem),
from 50 percent, on decorated or colored articles, and to 25 percent
(ad valorem), from L5 percent, on not decorated or uncolored articles
(table 4). The specific rate of 10 cents per dozen pieces was not
affected.

Later in 1955, pursuant to the accession of Japan to the GATT,
concessions were implemented on two specified sets of value brackets
lower than those provided for in the years 1948-51. With respect to
the articles in the lower of these two sets of value brackets, the
concessions resulted in reductions of the ad valorem portion of the
compound rate of duty to 25 percent ad valorem, from 50 percent, on
specified decorated or colored articles, and to 25 percent ad valorem,
from 45 percent, on specified not decorated or uncolored articles.
With respect to articles in the other set of value brackets, the
conceésions resulted in a reduction in the ad valorem portion of the
compound duty tc 40 percent (ad valorem), from 50 percent, on decorated
or colored articles, and to 40 percent (ad valorem), from 45 percent,
on not decorated or uncolored articles (table 4). The specific rate
£

of 10 cents per dozen pieces was not affected.
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Chinaware srticles.--China table and kitchen articles were pro-

vided for in paregraph 212 of the Tariff Act of 1930. Under that
act, the original rates of duty on such china articles were 10 cents
per dozen pieces plus 60 percent ad valoren on not decorated or
uncolored articles and 10 cents per dozen pieces plus 70 percent ad
valorem on decorated or colored articles (table 5).

As a result of the 1930 trade negotiations with the United
Kingdom, bone chinaware was separately classified. The original
paragraph 212 retes were reduced to 40 percent ad valorem on not
decorated or uncolored articles and to 45 percent ad valorem on
decorated or colored articles. These rates were further reduced
in 1948 to 30 percent ad valcrem and 35 percent ad valorem on
decorated or colored and not decorated or uncolored articles,
respectively. =

As & result of trade agreements, the varying rates of duty
applicable to nonbone chinaware were made applicable on the basis
of the size and value of individual pieces. Prior to the implemen-
tation of the TSUS (August 31, 1963), the tariff concessions granted
on nonbone chinaware occurred during the late 1940's and the 1950°s.

The largest concessions, granted in 1948 and 1951, were on nonbone

1/ These rates were subject to minimum rates which were little
used because of the high value of the imported bone china. The four
rates (two ad valorems and 2 minimums) were consolidated into a
single provision in the TSUS at a simple ad valorem rate.



ated or cclored articles, and from 60 percent on noct decorated or
uncolcored articles. The specific rate of 10 cents per dozen pieces
was not affected.
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former teriff schedules to the individual articles immediately before
the TSUS became effective (August 31, 1963). The aim of the pre-TSUS
trade-agreement concessions was to separate ceramic table and kitchen
articles by value brackets intoc three quality grades; this aim,
however, was not achieved for dinnerware. The various articles com-
prising dinnerware sets were usually assessed duty at two and
frequently three different rates. In addition, values of individual
pieces were often manipulated to achieve an aggregate duty level as
low as possible for the pieces comprising dinnerware sets. The
ultimate purchaser of dinnerware usually acguires a set, and to apply
different rates on individual articles in dinnerware sets was in
conflict with commercial practice. In view of the importance of the
set concept for dinnerware in commerce and in consumer usage, the
TSUS now classifies each article of a given pattern in a single pro-
vision at the same rate of duty.

For both earthenware and chinaware dinner sets, each of the
classification provisicns of the TSUS involved the establishment of
a broadly-based aggregated value for the specified usual pieces within
such sets and a weighted average rate of duty derived from the several
rates previously in effect. Thus, for the T7-piece norm i/ specified

in the headnotes of the TSUS, three separate value categories, based

1/ The term "norm" means the 7T pieces listed in headnote 2(b) of
Schedule 5, part 2, subpart C of the TSUS. The listed pieces are 12
each of the specified size of plates., cups, saucers, soups, and
fruits, and one each of the specified size of platter or chop dish,
open vegetable, sugar, and creamer. See note 1, page 2 for the
complete description of the listed articles.
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on the rates applicable to the individual specified articles, were
established for botn chinaware and earthenware, respectively, thereby
accommodating commercial practice and reducing the opportunity for
manipulating the values of individual pieces to achieve a reduction
in the level of duties collected.

To facilitate discussion, the value brackets specified in the
TSUS for ceramic table and kitchen articles are arbitrarily defined
as low, medium, and high as shown in the following tabulation.

Earthenware and chinaware value categories compared
with TSUS item numbers 1/

Value i Farthenware ; Chinaware
category : : : : :
Dinnerware . Non-dinnerware . Dinnerware . Non-dinnerware

LoW=———— : 533.23 1 533.33 : 533.63 : 533.73
Medium---: 533.25, : 533.35, 533.36 : 533.65 : 533.75

: 533.26 : : :
High-———- : 533.28 : 533.38 1 533.66, : 533.77

: : 533.68,

533.69

1/ Bone chinaware (item 533.41) and mugs, steins, candy boxes,
etc. (items 533.31 and 533.71) are not classified by value category.
Rockingham ware (items 533.1k-.16), although classified by value
category, does not fall within these arbitrary value categories.

With respect to earthen dinnerware, these value categories are:
low value, not over $3.30 per norm; medium value, over $3.30 but not

over $12.00 per norm; high value, over $12.00 per norm. The value

categories for china dinnerware are: low value, not over $10 per



b1

o

. : , , . 1
norm; medium value, over $10 but not over $2L per norm; high value, L/

over $2L4 per norm.

Earthenware.--Tariff concessions were granted in the Kennedy
Round trade conference on all earthenware table and kitchen articles
except dinnerware valued over $7 but not over $12 per norm.

Earthenware table and kitchen articles: Kennedy Round tariff
concessions, and percentage reductions in the rates

(Cents per dozen pieces and percent ad valorem)
: : Final Kennedy :

Item and value : Pre-Kennedy : Round rate, : Percentage
category : Round rate : effective ¢ reduction 1/
: : Jan. 1, 1972
Rockingham ware: : : :
533 b : 12.5% 6% : 50
5330 16mmmm e : 6.25% : 6% 2/ i
Dinnerware: : : :
Low value, 533.23———w= : 10¢ + 28% : 5¢ + 14% : 50
Medium value: : : :
533.25 e : 10¢ + 37% 10¢ + 21% : 35
533 26mmm e : 10¢ + 21% 3/ : 0

High value, 533.28----: 10¢ + 21% : 5¢ + 10.5% : 50
Non-dinnerware: : : :
Mugs, steins, etc.,

533 3Lmmm e . 104 + 254 :  5¢ + 12.59 . 50

Low value, 533.33--—-- : 10¢ + 25% 5¢ + 12.5% : 50
Medium value: : : :
533.35- == : 10¢ + L0o%Z : 10¢ + 21% 40
533.36=—mmm e : 10¢ + 22% :  10¢ + 21% . L
High value, 533.38----: 10¢ + 22% : 5¢ +

11% : 50

1/ For compound rates, calculated from the average ad valorem
equivalent of the rates based on imports in 1970.

2/ Rate became effective on Jan. 1, 1968.

3/ Rate of duty not affected by trade conference.

1/ Included in this value category are articles entered under item
533.69. This classification covers high quality tea ware with an
aggregate value of the 21 listed pieces of over $8. The listed pieces
are 6 each of the specified size of plate, cup, and saucer, and one
each of the specified size of sugar, creamer, and beverage pot. Imports
under this classification have been small and for the purposes of this
report are considered high value china dinnerware. See note 1, page 2
for the complete description of the listed articles.
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Washington agreement on foreign currency realignment of December 18,
1971, and the devaluing of the U.S. dollar by raising the official
price of gold 8.7 percent to $38 an ounce will have the effect of
raising the value of the articles stated in Japanese yen by 16.88
percent; those in West German marks by 13.58 percent; those in
Italian lira by 7.48 percent; and those in pounds sterling by 8.7
percent in terms of the U.S. dollar from the rates in effect in May

1971.

U.S. Consumption

1/

Apparent U.S. consumption = of earthen table and kitchen articles
rose almost without interruption from 1966 to 1969, the largest
increase occurring in 1968. In 1970 consumption declined. Dinnerware
accounted for the great bulk of such consumption in each yeér; its
consumption reached the highest level in 1968, then declined slightly
in 1969 and substantially (more than aggregate consumption) in 1970.

The apparent consumption of nonbone china table and kitchen
articles 2/ rose uninterruptedly from 1966 to 1969, then declined
substantially in 1970. Dinnerware accounted for the great bulk of
such consumption in each year; its consumption followed the same

trend as the aggregate consumption of nonbone china table and kitchen

articles.

1/ U.S. producers' shipments plus imports for consumption less
exports.

g/ The trend for consumption of bone china table and kitchen
articles differed; see page A-22.
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The Commission's figures forvapparent consumption of both earthen
and nonbone china table and kitchen articles in the years 1968—70 are
overstated because data on imports for consumption were used since
those on importers' sales could not be obtained. In 1968, premium
dealefs ordered substantial quantities of domestic earthen dinnerware
andvimpdrted nonbone china dinnerware to supply both supermarkets and
0il companies with dinnerware for premium product sales. The demand
for dinnerware products was overestimated by these dealers, and large
inventories of domestic earthen dinnerware and imported nonbone china
dinnerware have accumulated in the warehou;es of premium dealers and
importers since 1968. The large buildup in inventories had a price-
depressing effect for both china and earthen dinnerware in the
premium market, particuiariy in 1971.

The saturation of the premium market with dinnerware: products
intensified the decline of’congumption'of domestic earthenware in
1969 and 1970. Although imports of medium-valued nonbone china
dinﬁerware continued to rise during 1969, prior to declining in 1970,
importers' testimony at the hearing suggested that the longer lead
time required to obtain medium-valued dinnerware from Japan was
responsible for the continued increase in imports throughout 1969. l/

Mainly on the basis of data obtained by questionnaires on yéar-v

end inventories held by importers (table 8), it is estimated that

1/ Transcript of the hearing, pp. 837-838, cited in the brief on
behalf of the Associated Importers cof Japanese Ceramics, p. 11.



apparent U.S. consumption of earthen table and kitchen articles (shown

Q

is overstated by at least 260,000 dozen pieces in 1969 and

N

in table T
at least 550,000 dozen pieces in 1970; the great bulk of the overstated
amounts are accounted for by dinnerware. ;/ The aggregate apparent
consumption of china table and kitchen articles (also shown in table 7)
is overstated by at least 2.0 million dozen in 1969 and at least 1.7
illion dozen in 1970; virtually all of the overstated amounts are
accounted for by dinnerware.

The apparent consumption of bone china table and kitchen articles
was irregular during the period January 1966-June 1971 and did not
follow the trends of the apparent consumption of nonbone china table
and kitchen érticles° Negligible quantities of bone china, if any,

have been sold to premium users.

/

S

The aggregate consumption of both ceramic and nonceramic
dinnerware increased steadily from 1966 to 1969 and declined in 1970.
The share of such consumption supplied by earthen dinnerware declined
steadily from 50 percent in 1966 to 40 percent in 1970; the share
supplied by china dinnerware rose from the 1966-68 average of about
26 percent to 31 percent in 1969, then declined to 29 percent in
1970; the share supplied by melamine dinnerware increased steadily

from 18 percent in 1966 to 27 percent in 1968, declined to 25 percent

in 1969, and rose to 29 percent in 1970.

1/ Two estimates were prepared. One was based on the absolute
quantities of year-end inventories held by importers: the other, on
the relationship between the trend of imports and that of inventories.
Both methods yielded approximately the same result.

2/ Unadjusted for inventories.

i
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FEarthen table and kitchen articles: Esti
1966-70, January-June 1970, snd January-June 1971

C

: : : : : : Jan.- : Jan.-

Type of ware : 1966 @ 1967 : 1968 : 1969 : 1970 : June : June

: : : : : : 1870 1071
Earthenware : : : : : : :
(including : : : : : : :
Rockingham : : : : : : :
ware): : : : : : : :

Total table and : : : : : : :
kitchen : : : : :
articles——————v : 26.8 : 26.2 : 30.7 : 31.2 : 28.1 : 1L.3 : 15.0

Dinnerware only--: 21.4 : 20.5 : 23.7 : 23.4 : 19.2 : 9.9 : 10.h4

.o
.

. . B

1/ Not adjusted for inventories.

ae

Source: Compiled from the official statistics of the U.S. Depart-

ment of Commerce and from data submitted tc the Tariff Commission by
U.S. producers.

Tn 1968 an anticipated demand for earthen dinnerware products by

supermarkets and oil companies which had begun to abandon "games of
1

chance" sales promotions ™ in favor of premium promotion programs

1/ In 1966 the Federal Trade Commission (FTC) initiated a rule-
making proceeding to investigate the use of games of chance in food
and gasoline retailing. The FTC issued a staff report to the Federal
Trade Commission in December 1968 entitled "Economic Report on the
Use of Games of Chance in Food and Gasoline Retailing," which included,
inter alia, an investigstion into deceptive aspects of such promotions
and proposed the adoption of a rule. 1In 1969 the FTC promulgated a
rule regarding deceptive sweepstakes practices.
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caused many of these retailers and premium dealers to buy large
quantities of earthen table and kitchen articles.

By 1969 substantial inventories of domestic earthen dinnerware
were warehoused by premium dealers as a result of the saturation of
the premium market with dinnerware products; ;/ also, large inventories
accumulated at U.S. producers' plants (table 9). In 1970 the downward
trend in domestic shipments and consumption also reflected a plant
fire which greatly reduced one domestic producer's anticipated ship-

2/

ments. = The downturn in the national economy from late 1969 through

3/

June 1971 contributed to a decline in supermarket premium sales. =

Household chinaware

The apparent U.S. consumption of all china table and kitchen
articles and china dinnerware during January 1966 through June 1971 is

shown in the following table.

1/ Transcript of the hearing, Prp. 122 and 157, describes the satursa-
tion of the premium market.

2/ In February 1970 fire destroyed the Royal China Cc.'s main plant.
Royal China Co.'s 1970 shipments were¥*# percent less than its 1969
shipments.

3/ Transcript of the hearing, pp. 838-839, records a description of
the effect of the national recession from late 1969 to mid-1971 on
supermarket dinnerware premium programs.
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For the period January 1966 through June 1971 nonbone china house-
hold dinnerware accounted for the bulk of the apparent consumption of
all china household table and kitchen articles. The Commission's survey
of the 1965-T70 vearend inventories of 43 large importers l‘indicates
that large amounts of the nonbone china table and kitchen articles,
especially dinnerware, imported in 1968 through 1970 were not actually
sold during those years and that significaﬁt quantities of these
articles are still in importers' warehouses. 2/

From 1965 through 1967, these importers' inventories of nonbone
china household dinnerware decreased annually. At the end of 1968
their inventories had increased nearly 30 percent over the 1967 amount,
and at the end of 1969 the inventories were nearly 150 percent above
the 1968 level. The 1970 yearend inventories were equivalent, in
quantity, to nearly 4O percent of the official imports of nonbone china
household dinnerware during 1970. The indexes (by quantity) of these
inventories for the years 1965-70 (1965=100) were as follows: 1965,
100.0; 1966, 90.k4; 1967, T1.5; 1968, 91.5; 1969, 222.2; and 1970,

332.1. ¥

Bone china
Apparent consumption of bone china table and kitchen articles

decreased from 1966 to 1967, increased from 1967 through 1970, and

1/ The 43 importers surveyed by the Tariff Commission accounted for
83 percent of the official imports of nonbone china househcld dinner-
ware in 1970. ,

2/ Transcript of the hearing, p. 157.

3/ See table 8 for the quantity figures on which these indexes are
based.
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decreased from January-June 1970 to the corresponding period in 1971.
The apparent consumption of bone china articles did not reflect the
consumption trend pf nonbone table and kitchen articles during the
period under investigation.

Imports account for the great bulk of bone china table and
kitchen articles. The imports of bone china dinnerware are not sep-
arately classified in U.S. statistics; therefore, the apparent domestic
consumption of bone china dinnerware can only be estimated. Based
upon information developed in this investigation, approximately L2
percent of the apparent consumption of bone china consumed in the
United States in recent years has consisted of dinnerware. About half
of the English bone china exports to the United States in recent years
have consisted of dinnerware, and about half of non-dinnerware
articles. Japanese exports of bone china to the United States consist
primarily of dinnerware sets. The single domestic producer of bone
china--Lenox, Inc.--has manufactured bbne china dinnerware since 1962.

Aggregate consumption of table
and kitchen articles

Consumers of household table and kitchen articles have a choice
among chinaware, earthenware, melamine, and machine-made glass
products. The consumer's choice depends upon such factors as the
price of the ware, the values given to its durability and prestige,
the appearance of styling, pattern, and shape, and the use to which
the ware will be put (e.g., "best" set for formal entertainment or a

"best" set for casuael entertainment, an "everyday' set, or an "all
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purpose' set). Estimates of U.S. consumption of table and kitchen
articies in the years 1966-70C ere shown in the following table. The
product mixes of household melamine and glass table and kitchen articles
other than dinnerware are not comparable with those of chinaware snd

earthenware and, for this reason, have not been included in this section

of the report.
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The data shown in the table on the preceding page indicate an
increase in aggregate consumption from 1966 through 1969 of about 20.2
million dozen pieces of table and kitchen articles, including 15.6
million dozen pieces of dinnerware. The great bulk of this gain con-
sisted of china table and kitchen articles, consumption of which rose
9.2 million dozen pieces, and melamine dinnerware, consumption of which
rose 6.9 million dozen pieces. From supplying 18 percent of aggregate
dinnerware consumption in 1966, melamine dinnerware rose to 27 percent
in 1968, declined to 25 percent in 1969 and rose to 29 percent in 1970.
In 1970 consumption of all types of table and kitchen articles except
melamine dinnerware fell off sharply.

The following table summarizes the average annual rates of
increase or lecrease in U.S. consumption of china, earthen, melamine,
and machine-made glass table and kitchen articles during 1966-T0.
Ceramic and nonceramic table and kitchen articles: Average annual

rate of increase or decrease in consumption, by types of ware,

1966-T70

: Average annual percentage of increase
or (decrease) in consumption

Type of ware : during 1966-T0
: Table and kitchen : Dinnerware
articles : only
Chinaware—————————— e : 12.3 2/ 9.4
Earthenware——————————comemeo— e - : 2.7 - (0.9)
Melamine ~—mmmm e 1/ 16.0 16.0
Machine-made glass~—-——————————- 1/ (5.6) _ (5.6)
Total-—-——m———m 3.8 5.4

1/ Dinnerware only. 2/ Excluding bone china and Centura pyroceram.

Source: Calculated from data in table 7 and data submitted to the
Tariff Commission by U.S. producers of melamine and machine-made glass
table and kitchen articles.



From the dats obtained by cquestionnaire, two significant aspects
of the U.S. market for ceramic household articles and competing non-
ceramic articles could be quantified. One related tc the distribution
of sales of these articles by wholesale price ranges; the other, to
the distribution of sales by channels through which these articles
reach the consumer. For both, observations relate mainly or exclu—i
sively to dinnerware available in specified sets. The variations in
other articles are so numerous that comparison is extremely difficult,
if not impossible. Moreover, many of the responses to +he Commission's
questionnaires were not adequate for making meaningful comparisons for
articles other than dinnerware.

Data on the distribution of sales by wholesale price ranges
reveal a strong ccncentration of sales of domestically produced
earthen, melamine, and machine-made glass dinnerware in the up-to-9$15
wholesale price range for service for eight. 1In contrast, sales of
imported earthen and china dinnerware have been heavily concentrated
in the $15-to-$30 wholesale price range for service for eight. Sales
of domestic china (excluding Pyroceram) have been concentrated in the
over-$80 price range.

Data on the distribution of sales by marketing outlets revealed
similar concentrations. Domestically produced earthen dinnerware has
been marketed mainly through premium outlets and other mass merchan-
disers which characteristically market low-valued ware, while imported

earthen dinnerware has been sold mainly through department stores.
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Domestically produced china (excluding Centura Pyroceram ware) has

been marketed exclusively through department, gift, and jewelry stores,
while low-priced imported china has been marketed through premium out-
lets, and high-priced china, through department, gift, and jewelry
stores. The bulk of Pyroceram (Centura), melamine, and machine-made
glassware were sold through mass merchandisers.

Distribution of sales of dinnerware
by wholesale price ranges

The table below summarizes the distribution of sales in the U.S.
market of ceramic and nonceramic dinnerware by wholesale price ranges

in 1970.
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Data shown in the teble above indicate that most of the dinner-
ware sold.in 1970 was concentrated within the first four price ranges
(up to $30 for serviqe for eight). Sales of domestic earthen, mela-
mine, and glass dinnerware were heavily concentrated in the first
three price ranges (up to $15 for service for eight), and those of
imported earthen and china dinnerware were heavily concentrated in
the fourth price range (over $15, not over $30), with significant per-
centages in the third (over $9, not over $15) for earthenware and the
fifth (over $30, not over $60) for china. Except for imported china
dinnerware in the fifth price range, percentages in the fifth (over
$30, not over $60), sixth (over $60, not over $80), and seventh (over
$80) price ranges--although large--relate to small quantities of
domestically made china dinnerware.

Comparable data for 1966 on earthen and china dinnerware indicate
an even heavier concentration of domestic merchandise within the first
three price ranges (tables 10, 11, 12, and 13).

On the basis of the data presented above, it may be concluded
that in recent years (1) more than two-thirds of imported earthen
dinnerware has been sold in the U.S. market in a price range above
that for domestically made earthen, melamine, and machine-made glass
dinnerware, and less than a third has been sold within the price range
of the bulk of such doiestic dinnerware; (2) the bulk of imported
china dinnerware has been sold at prices substantially belcw those of
domestically made china but in the same price range as the bulk of

imported earthen dinnerware; and‘(B) the great bulk of domestically
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made melamine and machine-made glass dinnerware (there are no imports
of significance) was sold in the same price ranges as the bulk of
domestic earthen dinnerware.

Distribution of sales of dinnerware
by marketing outlets

The table on the following page summarizes the distribution of
sales of bocth ceramic and nonceramic dinnerware by marketing outlets.
By furnishing a breakdown showing the approximate percentages of sales
of dinnerware to the identified outlets, the distribution facilitates
relative comparisons of the channels of distribution of these types

of dinnerware.
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On the basis of the distribution of sales by marketing outlets,
it may be concluded that in 1970: (1) More than two-fifths of the
lower priced domestic earthen and more than three-fifths of the low~
valued imported china dinnerware and a moderate amount of high-valued
imported china dinnerware were concentrated in the premium outlets
(of the insignificant quantity of domestic chine dinnerware sold to
the premium market, the greatest part was sold by the Syracuse China
Corp., which discontinued its household china during,l970);

(2) significant amounts of lower priced domestic and imported earthen
dinnerware and the largest amounts of household glass and '"Centura'"
Pyroceram and melamine dinnerware were concentrated in discount depart-
ment stores, mass merchandising, and china-variety store outlets; and
(3) more than half of the imported earthen dinnerware and over 70O per-
cent of all high-priced domestic and imported china dinnerware were
concentrated in department stores and specialty, gift and jewelry

stores.

The premium market.--The premium market consists of those sales out-

lets which mass market promotional merchandise with the objectives of
generating consumer traffic in retail outlets and consumer interest in
separate products. Premium outlets include banks, supermarkets; retail
gasoline stationsz etc. The promotional merchandise offered as premiums
is rotated; as a particular product promotion is completed, the premium

outlet will promote a different product. Products frequently offered
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§/ Ibid
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promotions. Such premium promotion progrems offered household products,
including both domestic and imported earthen and imported nonbone china

/

l PO

dinnerware.
Testimony at the hearing described overbuying of both earthen and

medium~-valued imported nonbone china dinnerware for the supermarket and

~

2
0il company premium businesses. - The Commission's survey of the

1965-70 inventories of major importers' chins dinnerware indicated

annually increasing inventories during 1968-70 and testimony at the

hearing described large inventiories of domestic earthen dinnerware

bought by premium deslers during 1967 and 1968 which are still in those
L/

dealers' warehouses. — During 1970 over 50 percent of the reported

sales of domestic earthen non-dinnerware articles were cconcentrasted in

the premium market as were nearly one-fourth of the reported sales of
such imported china articles.

Domestic shipmenté of low-priced earthen dinnerware began to
decline in 1969 although imports of medium-valued nonbone china
dinnerware continued to rise throughout that year. =  Imports of

medium-valued nonbone china dinnerware declined in 1970 and the

1/ Ibid.

2/ Transcript of hearing, pp. 83Lk-835.

3/ Ibid., p. 835.

L/ See pp. A-16.

5/ See table 7. Importers testified at the hearing that the longer
lead time required to obtain imports of medium-valued dinnerwas r
Japan was responsible for the continued increase in imports i
(see transcript of hearing, pp. 837-838).

3 9



A-35

decline continued during the first 6 months of 1971 compared to the

corresponding period of 1970. Premium dealer imporﬁers testified at

the hearing that both earthen and nonbone china dinnerware ". . . will
begin to emerge once again as a promotional vehicle." 1/
Department, 2/ specialty, gift, and jewelry stores.--These stores

were the second-ranking outlets for both domestic and imported dinner-
ware in 1970.

Many department, gift, specialty, and Jewelry stores maintain
bridal registries to attract bridal sales. The bridal market accounts
for approximately 50 percent 3/ of all sales of high-priced traditional
or formel china dinnerware patterns of both bone and nonbone china as
well as a significant amount of high~priced, high quality earthenware
and stoneware dinnerware sales. At present all domestic bone and
nonbone china dinnerware except pyroceram dinnerware, like most
continental European and English china dinnerware, is made in
traditional or formal patterns. E/ These traditional or formal

patterns are sold on an open stock basis, = or in 5-piece place

1/ Transcript of hearing, p. 835.

2/ Other than discount department stores.

3/ This figure was reported as L1 percent in a 1969 survey; see
Financial World (June 23, 1969) on p. 13, referred to in TC Publication
354 (January 1971), p. A-8. However, testimony at the hearing (p. LL0)
indicated that the " . . . bridsl market amounts to 60 percent of the
fine china dinnerware sold in this country . . ." '

E/ Lenox, Inc., is planning to introduce a major line of casual
dinnerware during 1972. ® % 0%

5/ In open stock sales, the ware is sold either by the individual
piece or in small groups, such as the S>-piece place setting, rather
than in predetermined sets of service.



1/ @ . .
settings — for 320 or more &at retail. One Japanese china manufac--

t

[N
m

turer, Noritake, markets traditional or formel patterns on an
open stock and p}ace setting basis; héwever, the higher end of its
retail price range for these patterns is between $10 and $15 for =
5-piece place setiing. Most china dinnerware imported from Japan is
sold in predetermined sets for service for at least eight persons
rather than by open stock or in place settings.

Casual china dinnerware is sold both by open stock and in place
settings and in sets (again, most Japanese ware is sold in sets).
Interpace Corp. and the Iroquois China Co. offered casual china
dinnerware patterns during the period 1966-70; however, the Interpace
Corp.'s casual lines were discontinued in 1971 and the Iroquois Chinsa
Company went out of business in 1970. Lenox., Inc., is planning to
introduce a major line of casual dinnerware in 1972.

Both casual and formal patterns are often advertised and
marketed with crystal, silver, and linens. Two domestic producers of
china dinnerware and several importers are offering a range of related
table top products to sell with china dinnerware. 2/

Although domestic pyroceram products are sold in the dinnerware

departments of department stores, and occasionally appear onr bridal

registers, the great majority of these products sold tc department

;/ The 5-piece place setting consists of a dinner plate, a tee cu
and saucer, a salad plate, and a bread-and-butter plate.

2/ E.g., see "Beneficiaries of the Bridel Boom", Financial World
(June 23, 1969), on pp. 13-18 and testimony at the hearing, pp. 1247-
1249, and 1253.

=
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stores are displayed in houseware departments.¥*¥* Also displayed,
for the most part, in houseware departments rather than dinnerware
departments were melamine dinnerware and household glass dinnerware.
Domestic earthen dinnerware sold at a wholesale price of under $30
per service for eight is often displayed in housewares departments.
Over 50 percent of imported earthen table and kitchen articles
were sold to department, specialty and gift stores and over 60 per-

cent of the imported china table and kitchen articles were sold to

these outlets (tables 15 and 17, respectively).
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U.S. Producers

Earthenware

In 1970, earthen table and kitchen articles were produced by
19 firms; however, the Pennsbury Pottery Co. ceased operations during
1970 and the Hall China Co. phased cut its production of such articles

sville, Pa.) ceased opera-
, .

e

during 1971. Pennsbury Pottery Co. (Morr
tions, having filed a petition in bankruptcy, in Octcber of 1970. The
Hall China Co. (East Liverpool, Ohio) has been phasing out its produc-
tion of earthen table and kitchen articles since 1964. This firm will
not produce such articles in 1972; however, the firm will continue to
prdduce chingware for hotel and restaurant use.
The Homer Laughlin Ce. (Newell, W. Va.) and the Interpace Corp.

(Los Angeles, Calif.) also produce chinaware for hotel and restaurant
use. Interpace Corp. also produces household china table and kitchen
articles and is & member of the petitioning American Fine China Guild.
Another firm, The Teyleor, Smith & Taylor Co., produces a smail amount
of chinaware which it markets exclusively to caterers.

Three domestic firms ceased producticn of earthen table and

- 1/

kitchen articles between 1962 and 1970. = During this same period
of time, the Jeannette Corpcration, & menufscturer of glassware
products, acquired three producers of esrthen table and kitchen

articles: the Harker China Co. (Chester, W. Vag\; the Royal China Co.

7

7

1/ Stetson China Co. Szlem China Co. (Salem, Ohio)

{
and Redwing Potteries {Redwi
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(Sebring, Ohio); and a subsidiary of Royal China Co. prior to its
liquidation in 1970, the French Saxon Co. (Sebring, Ohio). Both the
Harker and Royal companies and the French Saxon plant have continued
to produce earthen table and kitchen articles. One new firm, Iron
Mountain Stoneware, Inc., undertook the production of earthen table
and kitchen articles in 196k.

Structure and marketing characteristics of the industry.--Fifteen

producers of earthen dinnerware supplied usable questionnaire data to
the Commission on the nature of their operations. Of the 15, 10 firms
are large-volume producers concentrating on lower-priced earthen
dinnerware selling at a net wholesale price of less than $3O for a
service for eight--mainly up to $15 for service for eight. Their mar-
ket outlets consist chiefly of premium houses, mass merchandisers and
chain variety stores. As a group these producers sold only minor
amounts to department stores.

For five of the 15 companies, the bulk of the sales consisted of
dinnerware priced, net at wholesale, over $30 for a service for eight.
The market outlets for these five concerns consisted almost entirely
of department stores, specialty stores and mail order outlets.

Collectively the five concerns accounted for about five percent
of the total domestic earthenware table and kitehen articles sales
(by quantity) during 1966-70, while the 10 large-volume producers, on

the average, accounted for 95 percent of the total sales of such
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As measured by employment, the 10 large-volume producers accounted

Hh
O

3

@]

e

D

H
_\J

70 percent of the total number of workers producing earthen

table and kitchen articles in the United States in the 1970 period.

¥

Most Tirms in both groups appear to have been moderate-sized concerns

as indicated by the following summary tabulation.

Farthenware table and kitchen articles: U.S. producers classified
by size ol employment and volume of sales in 1970

: Average number : Juantity soid

Number and type of firm . of workers . in 1970
: : 1,000
: Number : dozen pieces
Large-volume, lower-priced : ' :
producsers: : :
A : 700-950 : * % %
I ra—— e : 500-700 : * % %
2 . —————— 400-500 : ® % ¥
B ——— 100-300 : ® % %
Temmmmem —————— : under 60 : * % ¥
Total oY AVErAge  10--emmmmme————— : 1,103 : ®oE R
Low-~volume, higher-priced : :
producers: : :
Pmmm - 500-700 : ¥ ox ¥
P —————— : 1C0-300 : ¥ % %
IS --: under 60 : *o% ¥
Total Or Verags | Bee—cmmecme- ——— 1,039 R
cource:  Oompiled ard calculated from data submitted te the U.LS.
Tarili Commission by the producers.
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Chinaware

Seven domestic companies produced household china dinnerware in
1970; however<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>