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A.

INTRODUCTION

Historical background ’

By Regulation (EC) No 519/94 of 7 March 1994, the Council of the Europea'n Union
introduced Community -wide quantitative restrictions on 7 categories of products
originating in the People's Republic of China, namely gloves, footwear, porcclam
tableware, ceramic tableware, glassware car radios and’ toys, and certain survelllance

measures.

The introduction of such measures had been agreed, in principle, by the Council in
December 1993 as part of a global package including acceptance of the Uruguay
Round results, reinforcement of the trade policy instruments and completion of the

common commercial policy.

The latter aspect of the package involved the unilateral elimination of 6.417 national”
quantitative restrictions (of which some 4.700 concerning Chinese products) and the
introduction of Community-wide quotas on imports from China of a limited number

of sensitive products, whose imports were at that time subject to national restrictions.

The introduction of such quotas was based on the following considerations :

a) the sensitivity of the Commumty industries concerned;
b), the increasing threat posed by imports from China to these industries, mdde

more acute by the particular characteristics of the Chinese economy.

Objective of the Commission report
P .

In the course of discussions in the Council on Regulation (EC) No 519/94, the

Commission made the following statement which was included in the minutes :

~

"The Commission will report to the Council before 31 December 1995 and before

the 31 December of every year thereafter on the implementation of the surveillance

measures and the quantitative restrictions provided for in Annexes Il and I, the

. need to maintain such measures, and will propose, as the need arises, the

appropriate adjustments.”

Like the first report (doc COM(95) 614 final of 6 December 1995), this second

report is in response to the above-mentioned commitment.
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Methbdologx

: »--'Thc report first rev1ews the 1mplementatron of the quantrtatlve restrrctrons 1ncludmg
the problems raised by therr admrmstranon R

. In 1ts second chapter it addresses the questlon of the’ need to. mamtam the" -

'b) the threat posed by imports. from China to these mdustrres

.quantrtatlve restrlctlons introduced by the Councrl To this end, the Comm1ssron

;exammed whether the condltrons which justified the 1ntroductron of these measures "

in 1994 are still present, i partrcular

a). the sensrtlvrty of the Commumty industries concerned and
ThlS exam1nat10n was conducted sector by sector

The implementation of the surveillance measures and the need to maintain them is

* dealt with in the third chapter.

The fourth chapter presents on the basrs of the above analysis, the Commission
conclusmns ‘

As in 1995 the Commission faced consrderable difficulties with regard to.the
collection of statrstrcal and factual data on the industries concerned, as well as on the
development of the Chinese export potent1a1 In particular, it should be noted that

obtaining rehable information on the prices of Chmese 1mp0rts remains drfﬁcult

Extensive efforts were made to o_btaih ihfoﬁnation' from Community prOducers and
Community importers and traders, who :were approached directly or through their
representative orgamzatrons The response was, however mcomplete and therefore
again rather unsatrsfactory ' |

' Regardmg mforrnatron on the state. of the Commumty 1ndustry, these dlfﬁcultles
were amplrfled by the fact that producers generally produce a w1de range of products, .

not just those subject to quota, and that nearly all these sectors are made up of many
small and medmm—srzed enterprises, of whrch a significant proportron are not even
known by the relevant natronal federatlons '

-On the 1mporters side, the Comrnlss1on recelved answers of a general nature from

.-

only a small number of assocratlons or 1nd1v1dual 1mporters

It should also be noted that only one Member State, the Umted ngdorn submrtted i
» factual data and comments to the Commrssron for the. purposes of thrs report



o 3 In general the analysrs is based on ﬁgures for 1995 as fuIl statlstlcs for 1996 were
" not avarlable at the tlme of the draftmg of thxs report However trends for 1996 have

been used, where p0551b1e




CHAPTER1 . -

* IMPLEMENTATION OF THE QUANTITATIVE RESTRICTIONS

I. - Background and evolution since the previous report

1. Since therr entry into force in March 1994 the quotas have been modrﬁed on.
four ¢ occasrons ' '

- In July 1994 the Councrl decrded to increase the 1994 level of the quota on‘
stuffed toys since: mformatron obtained from the economic operators- and the
Member States indicated that the balance between the objective of ensuring
an appropriate protectron of the Community toy mdustry and that of
maintaining an acceptable level of trade with the People's Republic of China "
had not been satrsfactorlly achieved for this product .

- In March 1995, .the quotas Were further modified,

_ This was, in the main, to take account of the extension of the quantitative
restrictions to Austria, Finland and Sweden. The adaptation was done on the
basis of the actual imports of these countriés from China in 1993;

ThlS modification was also aimed at solvmg problems which. had arrsen in
the 1mplementatron of the - -quotas. Where- it was compatrble wrth the
~ protection of the sectors corcemed the Councrl agreed a certain relaxatron o
“of the quotas (cerarmc and porcelarn tableware, glassware car radios, toys
‘certain sport footwear through the reductron of ‘the price break for hi-tech -
| shoes from ECU 12 to ECU 9). In addition, three subdrvrsrons of quotas
were elrmrnated two on shoes and one on workrng gloves '

- In Aprrl 1996 followmg the conclusrons contarned in the Commrssrons '
- first report on the surverllance measures and- quantrtatrve quotas apphcable '
e to 1mports of non—textrle products from Chma the Councrl decrded by
_ Regulatron (EC) No 752/96 to relax further the quota regrme vrs-a-vrs
- '-f}.Chma | | S e
- - the quotas on 3 products (gloves car radros and combmed car. radlos)' |
were removed ' ' S L -

< - the 3 toy’ quotas were merged 1nto one quota to grve more ﬂexrbrlrty:, S ;

to traders and allow them to react more raprdly to market change




- v

." "I:_- the remammg quotas were mcreased (ceramxc and . porcelam
tableware and glassware by 10% and shoes by 2 %) ",—

Fmally, in October 1996 Councxl Regulatlon (EC) No 1897/96 excluded '
glass-fronted chp -frames from the quota apphcable to glassware, since their
» mclusron was not.considered- necessary for the protectron of the sectors of

Commumty mdustry concerned




II

. M'an.ag‘emen.t of _‘th'e”gu‘otas‘ S

a) Legal basis and objectis'es‘ | o

The management of Community quotas is based on'Cou'ncil Regulation (EC) No )

. 520/94 of 7 March 1994 estabhshmg a Commumty procedure for admrmstermg
~quantitative quotas and' Commlssron Regulatlon (EC) No 738/94 of 30 March
1994 laying down certain rules for the 1mplementatton of Council Regulatron'

(EC) No 520/94 (mostly concermng procedural aspects 1ncludmg the common

“ 1mport lrcence form).

It should be recalled that before the adoptlon of Regulatlon (EC) No 520/94
quotas were .allocated among Member States, and- not drrectly to- 1mporters
Since  the - reform of March 1994 ‘uniform - cntena determmed by. the "
Commrssron after consultatron of the Management Commrttee apply to all

'Commumty importers, in conforrmty with the principles of the Smgle Market

and the relevant case law of the European Court of Justice.

In the management of the quotas, the Commrssron has been gurded by the.
following prmmples ‘

.- that admrmstratrve procedures would not add to the 1ntended effect of the .

quotas on trade and that the avarlable quantities would be fully used and -

-’ that non- dlscrlmlnatron among all Commumty 1mporters no matter where

- they are established and no matter where they subm1t a lrcence applrcatlon .
: would be ensured



b) Functioning of the quota management system

1. Iﬁ_confdrmity with the above-mentioned principles, the Commission felt it
appropriate to resort to the first allocation method provided for by Regulatibn
(EC) No 520/94, ‘i.e. the method_based on traditional trade flows, which

- guarantees that "traditional” importers receive at least a part of their previous
trade perfo"rmance realized during(a reference period, while ensuring a fair-

-.access to the quotas to non-traditional importers.

This allocation method, while it would appear to have worked satisfactorily, did
raise however certain practical problems in relation to the choice of the reference
period and the determination of the relative shares set aside for traditional and

for other importers respectively.

"~ In addition, the management‘ of the part of the quotas set aside for the non-
traditional importers raises a problem. The chronological method.("first come,
"~ first served"), whose use for the management of the 1994 quotas did not prove
practicdble, has been replaéed by the third method provided for by Regulatioh '
- (EC) No 520/94, i.e. the method of prop'or.t‘io’na! allocation to the quantities -
requested. The problem resulting from the unrestricted access to that part of the
quota however remains. In 1994, 12.232 ‘import licence applicatibns were
submitted by non-traditiohal\' importers; this figure grew to 21.926 applicaii’ons
for the first tranche of 1995, to 19.613 for the second tranche (with fewer
product quantity to be allocated) and to 28.204 applications for the allocation of
the 1996 quotas. This yeér the number of applicants for the 1997 allocation has
decreased to 19.708, but cdnsidering that the number of products under ‘quota
has been further reduced, the problem remains. This extremely high number of
applic'ationls results in those non-traditional importers being altocated more and
more limited quantities, a fact which is likely to lead to(underutilization_ of the
‘quotas. The Commission considers that a guarantee set at an appropriate level
would be the best option to eliminate speculative requests. This _'solution, :
however, has so far met with opposition of the } "ember States.

2. In the management of the quotas, the Commission made every effort to satisfy

‘ the wish of importers to receive information as early as possible on their
allocation for the following period. To tHis end, the Commission opened the
allocation procedures for the 1997 quotas well before the 'beginning of the quota
year. - ‘ .
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‘ ‘3. In.the same spirit, the Commission rnodified the initiai bduration of-the validity. of

.c)

the import licences in order to meet the importers' requests for flexibility. The
1997 management rules currently provxde for.a 12-month. vahdlty of the import
Ilcences the: Couricil havmg adopted- the Commlssmn proposal to allow the’
carry over of unused quotas to the following quota year.
4. 'Concernin'g the administrative procedures, the Community ma_négernent system-
s besed on a “single-stop" appx:dach; wh"ereby' all Commudnit'y imporiers?
"i'rre’spec"tive of where they are established in the Community, may -submit a
licence application to the'competen‘t_ auth'br_ity of the Member.State— of. their
- choice, 'end obtain an import.lieenceiWhi'c‘h is valid throughout the Community.
In. dddmon the application proceduxe hdq been made as snmple as powble and .
the’ formalmes reduced to a strict- mmlmum the llcencmo process is totally frée

of charae for the Commumty impor ters.

Conclusion

- As is unavmdable when trade is subject to restrictions, the mandoement of theﬁe

. IL

quotas raised some problems The Commission com:ders however, that the system'

_ ddopted has on the whole worked ‘well, thanks to the cooperanon of Member States.
- In particular, it is felt that any (legmmate) concerns that the’management system

' should not add to the effect of the quotas, as decided by the Council, have been met.

c s

Developments in‘the trade of the products subject to quantitative restrictions -

H

The following two tables give a factual summary of the developments in the trade of

each product subject to quantitative restrictions, both in terms of volume and value.
P} . ) S ) ’ . o o . '



a) Evolhtion in volume of the products concerned (imports and quotas)

- Imports ' - Quotas
Products Unit 1992 1993 1994 1995 quotas 1996 quotas unused
' ' P (annual basis) " (annual basis) quantities
: ' in 1995
rubber and plastic|{pairs | 33.498.463 37.894.757| 37.259.535 || = 39.151.481 - 39.151.481 8.437.277
uppers shoes : o) (9.989.423 hi-||(+hi-tech (+hi-tech exemption)| -
(6402 99) ' . tech incl.) exemption) ‘
leather, shoes pairs 3.030.801 | 3.942.271 2.614.453. - 2.740.116° 2.795.000 - 924.173
1(6403 51 & 59) . : i
leather shoes pairs | 24.860.632 36.215.974 | 30.661.174 11.881.963 " 12.120.000 .1.934.408
(6403 91 & 99) - . . 0 1(14.122.199  |i(+histech  |(+hi-tech exemption)
' B hi-tech incl.) |lexemption) N -
textile shoes pairs | 23.849.323 20.853.012 22.739.304 ||  18.228.780 . 18.228.780 - 5.721.244
(6404 11) . (6.288.335 hi-||(+hi-tech (+hi-tech exemption ‘ '
u ‘ tech incl.) exemption) B ) ‘
textile shoes pairs | .34.789.708 31.039.693 | 26.575.875 31.897.716 - 31.897.716 7.644.723
(6404 19 10) . ' e -
total shoes pairs | 120.028.927 129.945.707 | 119.850.341 103.900.056 104.192.977. : 24.661.827 -
(33.361.807 [|(+ hi-tech (+ hi-tech '
hi-tech incl.) exemplion) exemption)

- figures on hi-tech shoes from Community surveillance are based on surveillance documents issued, which do not necessarily reflect actual levels of imports
- figures on unused quantitites based on import licences returned to the Member States (no data available for Portugal)



Source :

() breakdou nno Iongu m(u[able becauw ()fmerqei ofllu qu()ms

© (*) figures on unused. quanuules based on-import licences returned to the Membu States ( no- dala available for Portugal )

'_Imports' ‘ c Quotas '
Products. | Unit | 1992 [ 1993 | 1994 = || 1995quotas | 1996 quotas |unused quantities|
o ‘ ! ' - : - - (annual basis)- (annual basis) in 1995 -
porcelain - ltonnes | "43.960 42300 | 58917 43.619 45800 7.686
.~ |tableware T N o S RN S
|691110) - e DR » : S R RN
ceramic " |tonnes 33.247 36.681 | . 46.85! . 33.000_ 34.650 . - 3912
[tableware 1 S T R Co e SR S
(691200) -
|glassware (7013) |tonnes | - 14374 | 16722 | 12462 |[ . 14210 15600 3714
“|stuffedtoys - [ECU |260:117.000 | 302.919.000 {347.764.000° || ~274.764.243 NAM 1 50.990.985°
- |(9503 41) N RS S I B S
- |toys (950349) - |ECU {110.648.000 | 171.334.000 |88.686.000. || - 132.767.177. S NADS 34.034.572 .
- [toys (950390) - [ECU [621:200.000- .| . 678.864.000 |478.069.000 ~ || 649.465.212_ NA® T "135279.994
* frotaltoys ~ [ECU -[991.965.000 | 1.153.117.000 ,8_1,4:519.’000* 1.056.996.632 | 1056996632 | 220.305.551
- EUROSTAT - ‘
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| b) Import prices of products originating in China

13

Product .

Unit price in 1994

Unit price in 1993 Unit price in 1995
Fbotwégr’ »: , 3
- 6402 99 3,68 ECU/pair]|- 3,68 ECU/pair . 414 ECU/pair
- 6403 51 9,76 ECUipair | ' 11,86 ECU/pair | - 6,65 ECU/pair
1-6403 59 3,30 ECU/pair 3,31 ECU/pair 2,99 ECU/pair
- 6403 91 9,54 ECU/pair 10,17 ECU[pair 11,25 ECU/pair
- 6403 99 745 ° ECU/pair . 8,02 ECU/pair 9,33 ECU/pair
-6404 11 5 3,94 ECU/pair - 4,33 ECU/pair, . 7,19 ECUlpgir :
- 640419 10 1,00 ECU/pair 0,90 ECU/pairf) - 0,82 ECU/pair
?ofcel'ain tableware(*): . L ‘ « l _
6911 10 1.105,25 ECU/tonne | 1.011,58 ECUftonne | 1.049,20 ECU/tonne .
Ceramic tableware(*) :
6912 00 1.060,06 ECUftonne | 1.054,41 ECUftonne | 1.112,21 ECU/tonne
Glassware(*) : L _ | o
7013 . 1.961,07 ECU/ftonne | 2.227,57 ECUftonne | 2.547,29 ECU/tonne
Toys:: - . A :
|- 9503 41 7.831 ECU/tonne _ 7.314 ECU/tonne 6.249 ECU/tohné
-950349 -~ 6.013 ECU/tonne 6.106 ECU/tonne 5.983 ECU/tonnc'
- 9503 90 4.812 . ECU/tonne ECU/tonne 4911

_4.926

Source : EUROSTAT; (*) 1995 Prices until septeiﬁber

ECU/tonne




T -S4
_'SHOULD COMMUNITY QUOTAS BE MAINTAINED? . .~

. Approhch adopted hv the Comjrni_ssion o

To reply to thrs questron the Commrssxon sought to find out if the, condmons that had '
provoked the mtroductlon of quantltatlve restrrctlons in 1994, namely the sensmv1ty ‘
' -of the Commumty mdustrres concerned and. the threat posed by Chmese products to
’ them st111 prevarled - ’ '

It did thrs by carrying out a sector-by -sector analysrs on the basrs of the followmg o
' economlc indicators: :

| Structureof the mdustry

.. Productxon . ‘

;Employment-. T o
Import trends o o
Import pri‘ceé

Y N T

China’s export potential - . -




II. ‘Analgsis'of the sellcl:toi's conc;ei'ned

A.  Situation of the Community footwear industry

L. Structure of the industry

15

There were no major changes in the structural features outlined in the first report.
With more production unit closures, the number of producers again fell, by 1%.

Similar trends obtain in the three new Member States.

2. ~ Community production

Despite a sluggish consumer market, EU footwear manufacturers saw the erosion
_ of their share of the Community market ease off in 1995, with sales stabilizing in a
contracting market. Exports,.up only 1.5%, did not increase as fast as in previous
years. The drop in EU production was therefore quite small.

1000 pairs

. 1992 (x)

1994 (xx)

1993 (x) 1994 (x) 1995 (x) 1995 (xx)

Production 1081568 | 1090236 | 1108143 | 1125575 1099119 | 1116153
Exports 271 438 291 889 339 687 NA 343 024 306 331
Consumption 1549124 | 1529327 | 1525128 NA| 1482125] 1549201
Sales/Community 810 130 798 347 768 446 NA 756 095 809 822
production on internal
market
Market share of 52 % 52 % 50 % NA 51% 52 %
Community production

(x) EUR 12

(xx) EUR 15

Full and comparable specific figures for products under quota are not available but the
general trends outlined below should give a fairly representative idea of how they fared.

3 Employment

The rate _f)f job ']osses'br‘r'lirrc')red the dro

slowly.

p in pro-ductiqn, falling steadily but more
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. N T 1992 | 1993 | 1994 | 1995
Numbers diréctly U 318819 | 302810 | 201465 | 295717 | 292112
employed Eur 12 - SR i~ R
Eur 15 : 303120 | 209426
Current restructuring ,

~ The. industry’s ‘moves to. increase competitiveness continued. Pressure from
competitors eased as a result of Community quotas, enabling such moves to be
T brought to bear more quickly and thoroughly. Besides. rmprovements to the range
“and quality of products ‘and the automation' of most manufacturing stages, there
was investment in the development of computerrzed data exchange systems
»partrcularly with customers S0 optrmrzmg marketmg

Sensitivity to 'Chin'ese imports

Imgort trends

~Footwear 1mports into the Commumty fell 7% on the year to account for =around -

- 50% of the total market, i.e. a shght drop on 1994.

The table- be]ow grves an overvrew of 1mport trends from the main suppher ’

(xx)EUR1S - :

' ,'.These trends reﬂect the general stagnatxon of the European market where
. "consumptton is-ata. ﬁve-year low. Co : L : -
: ‘Imports from China and from all’ the Commumty s marn supphers except Vretnam

Countrles
" 1000 pairs | 2@ | BB@ | 19930 | 199500 | 199 (xx)
Non_-e_c total 738994 | 731560 386675 | 730 83'6‘ 750542
' “China 293197, 296 700 3.161413\ 250 491 294990
"Indonesia, - 85‘-946(:) 86673 ‘AiOS 461: - 99 573 ~*102_'2'.7:5'
Vietnam 2355 t32_.752 6l 509 A8 T 516 |
{Thaitand & S8T| 61118 5541 35 530 STeaT|
[T T 14656 ~ 13595‘ 20980 19294 19718
[ South Korea T 30;1'0 20.578_ T 14 233" ‘. ;'15‘_257:,
[Taiwan ‘. ‘3’)11'4‘5 | .32_1_538', ‘A\ TR| 1942 20455
: Brazil _‘iz457o 23909 “’1'7‘809_ NA —NA
B S A .

“ _“féll. In the case of Chma thls was: mamly due to the cumulatrve effect of the market

SR jslump and the quotas




| "';The‘overall picture for imports '.'frotn.China'-is as fellows:

| 1000pairs | 1992 .| 1993 1994 - | 1995 | 1995 (x0)
Quota footwear 131671 137679 103 908 70911 75940
Non-quota 161526 | 159021 | 212505| 209580| 219050,
footwear ' : : o :
Total 293197 | 296700 | - 316413 | 280491 | . 294990
(x). EUR 12
(xx) EUR 15

17

The biggest fall was in quota footwear, which accounted for a quarter of all imports
from China. The likely explanation is that Chinese exporters diversified their
production in part to av01d the quotas. As a result, they were still able to keep up

' market pressure.

Chinese products still represented 38% of all footwear imports into the EU and
"took a fifth of the total market. Consequently, they continued to have a considerable
influence on Community market conditiors.

In the specific case of the tariff headings subject to quotas, the slowdown was
slightly more pronounced for leather footwear than for other types:- :

“(x0EUR 15 .

;

pairs 191(x) | 1992(x) | 1993 (x) 1 1994(x) | 1995(x) | 1995 (xx)
6402 99 24516 513 | 33498 463 | 37894 757 | 37259 535 | 23 591 101 | 26 046 878
6403 51 and 59 2547468 | 3030801 | 3942271 | 2614453 | 1100882 | 1241836
640391 and 99 | 12066 280 |- 24 860 632 | 36 215 974 | 30 661 174 14 848 403 | 15 616 755
6404 11 23922 387 | 23849323 | 2085301° | 22739 304 | 12717 692°| 14 148 760
64041910 .| 34466 034 | 34789708 | 31039 693 | 26 575875 | 18 653 636 18 885 207

© (x) EUR 12 \ :

: " The 1995 fall-off i'n*nquot.:i. imports from China does not‘:appea{" to have continued
_into 1996: between January and Aprll of this year, 1mports into the elght largest
: 1mpomng Member States rose 27% year on year A




~ For the reasons glven in the first report to the Councrl 1t is; not generally p0551ble to.
“make- direct comparisons. between. imports; from Chrna and Community footwear
: products However, anti-dumping mvestrgahons now; under way do show that -
’:prlces have been very sharply undercut ‘

A Comparlson between the average prlces of Chmese xmports and Commumty
. exports is also very tellmg ' , ‘ .

~

Product | = | 1992(x) | 19930 | 1994(0) | -1995(x) | 1995(xx) |

S China |  3.17] '3’.,6.853" T368|  414| . 409|
[es0299 | o 1
| EU | 643  so8| 624). 608|  6i7|
| China | . 866  976| 1186{ 665  674]
| 6403 51 . : B : 1
| 'BU | 2128] - 2r19| 2150 2107|2107 -
| cnima |- 356] 330| 331| 299|  3.16|
640359 S R R IR

EU |.  1738| 1664| 1643 1820 - 1811

| 640301

“China | 863|  954] 1017|1125 1L15|

EU. | 2041| 1871] 1973 2028| 2087

China 6.72 | 7451  8.02| . 933] NA|
640399 ) : : b .

.7 | "EU " 14.82 1412 |.. 1417 14.64 14.68

‘China | . .3.14|  394|  433| - 7.19|  7.15]
; 640411 I - . ' - . . .

U | . 914 880 825! 1075 1074|

A China | 094 "1.00( - 090 . 082 . .083]
64041910 R P ' . R T '

. BU | 385|  ai2| 4l2| 401 403
© (x) EUR12
' -(XX)EUR-IS

. In most cases too, the average umt prices of 1mports from Chma in 1995 .were
that the prices of some products were .on an upward trend (owmg perhaps to a

- system of quotas per number of pairs and to more sophisticated, and therefore -

~expensive, products which aré now likely to be exported) For heading 6404711, all

. imports rose sharply in price (e.g: Thailand up 43%), putting the Chinese ﬁgure in

: perspectrve For 6403 51, however there was a marked drop in- prrce ) . '



.: Opinion of the importers ’

The FTA (Foreign Trade Association) have drgued that quantitative restrictions on
footwear were not justified on the grounds that in the medium term they would
threaten the cxport chances of the European shoe- industry, as. they would provoke
similar.actions from exporting countries. Furthermore, FTA: maintains that import '
restrictions hinder the relocation of shoe productlon to locations w1th better factor
endowments outside the EU.

Conclusion

The footwear industry remains highly sensitive to. the sheer volume of imports
from China, their share of the Community market, substantial undercutting and the -

“export potential of Chinese exporters. Their market penetration was checked

briefly in 1995 but this was due to quotas and, more generally, to weak demand
overall. The expected upturn in the market along with improvements to the quota
system will probably lead to further inroads into the Community market for the
most sensitive products currently under quota and this needs to be kept under
control. -



In general terms, stafistics on the ceramics industry are hard to come by, since producers
- are very reluctant to give what they consider to be commercially sensitive information to
their federations. Moreover, in the tableware sector, there are many very small producers
which are not members of any national federation.

A. Structure of the EU ceramic tableware sector

Output in the tableware sector in 1995 represented 12.5% of the total output of the
ceramics industry in the European Union in value terms, but in terms of numbers
employed, it accounts for about 30%. It is the most labour intensive of the six ceramics
sub-sectors, and is therefore particularly vulnerable to the effects of low-priced imports.

The sector is made up of some big producers, such as Villeroy & Boch of Germany, and
Royal Doulton and Wedgwood of the UK, the three biggest producers in the world, but
also a large number of very small and medium sized enterprises. The European
federation estimates it has as its members 171 independent producers which may or may
not have more than one plant. In addition, there are many small producers throughout
Europe which are not members of any federation, and keeping track of them is very
difficult. This is particularly the case in Spain and Italy.

All producers have a vast range of products, which differ greatly between producers and
depend to a large extent on public taste and disposable income.

Originally, production of ceramic products was built up near to the source of raw
materials, and energy, and where transport facilities were good. These are no longer the
primary deciding factors, but the sector is still very concentrated geographically, with, for
example, big corcentrations in Staffordshire in the UK, the Limousin in France, northern
Bavaria in Germany, and Maastricht in the Netherlands. When the industry was set up in
Staffordshire (an area which became known as "The Potteries", as within a century of the
first production there were estimated to be some 400 different producing units), there
were vast deposits of clay and coal, and a well-established canal system.

During the discussions in the Council Commercial Questions Group, it was suggested
that that part of the quota on CN 6912.00 referring to stoneware could be abandoned
since there was no longer any production of stoneware in the European Union. This
‘'statement appears to be incorrect: stoneware continues to be produced in the EU, notably
in the UK, although precise production figures are not available, since stoneware (CN
6912.00.30) and earthenware (CN 6912.00.50) are usually reported together. There is
significant intra-EU and extra-EU trade in the product.
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B. Trends in production and appai'ent consumption

The European ceramic tableware sector is represented at European level by the
- Fédération européenne des Industries de Porcclame et de Faience de Table et
d'Ornementation (FEPF), which in turn is a member of the general European ceramics
federation, ‘Cérame-Unie. ~Cérame-Unie estimates that it -represents. some 75% of
tableware producers, given that some of the smaller producers in Spain and Italy may not
be members of their national federations, and the figures given below are estimates of
production, etc., for EUR 12. The figures directly below concern all ceramic products.

Units: million ECU

Production | 22761.7 212162 221874 22581.3
Exports | 3301.9 3667.2 42174 4475.4
Imports 1233.0 1259.4 1342.1 1360.5

Apparent L
Consumption | 20692.8 18808.4 19312.1 19466.4

EU sales on : -
domestic 19457 .4 17595.2 17981.5 18105.9
market

EU market

share 94.03% 93.55% 93.11% 93.01%
Imports
market share | 5.97% 6.45% 6.89% 6.99%
Direct 4
employment | 319899 292889 280586 279270
N° companies c2500 NA N A c2000

Import and export figures above are taken from COMEXT. Productlon and employment
figures come from the DEBA database (Eurostat).

In comparison, similar information on tableware
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CNG6911 +6912+6913 - Units: million ECU *

Production : ,
. 3 _ | (decreasing)
Exports 856.4 901.4 '1002.6 10434
501.6* 544.7* 653.9* 705.6*
Imports | 6682 | 659.0 . 677.0 651.7
; 375.4* - 370.0* 399.3* 377.6* -
Apparent :
‘| Consumption | 3411.8 3157.6 2674.4 A Ty
EU sales on : . :
.domestic 2743.6 2498.6 - 1997.8 n/a
market :
EU market A
share 80.4% 79.1% 74.7% n/a
Imports '
market share 19.6% 20.9% 25.3% n/a
Direct : '
employment 105 000 90 000 81 000 c75 000**
Source: imports/exports from COMEXT

production and employment from Cérame Unie
* CN 6911.10 +6912.00

** rough estimate by Cérame-Unie

As is evident from the figures above, import penetration for all ceramic products together
is not significant, except that it must be borne in mind that Europe is a strong traditional
exporter of ceramic products, and exports form an integral and indispensable part of
many European companies' order books.

Conversély, figures for tableware only show a more marked penetration of imports
(25.3% in 1994)

It should be further noted that the Chinese share of imports of all ceramic products has
been climbing steadlly, and accounted for 14.9% in 1995 (in value terms).

C. Trends in imports and exports

As mentioned above, exports are very important for EU tableware producers, many of
whom export up to 30% of their production, although the quantity of tableware exported
is generally well below import levels. The tables below show EU trade in 1995 with its
biggest importers, and its biggest export markets. -
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EU Imports Source: COMEX V &

Origin NCS -
China . 28134
Poland 16179 16.02 9667 9.78
Czech Rep. 3 S 11.64 817 0.83
Romania 7734 ~7.66 5579 5.65
Hong Kong 4600 .55 885 - 0.90
Philippines 3917 3.88 1191 1eel
Bulgaria 3759 3.72 ' 676 0.68
Indonesia 3218 3.19 5014 5.07
Total 101014 100.00 98829 100.00
EU Exports Source: COMEXT
Destination ['onne. otal'export: 1nes

USA 11081 28.69 63004 61.38
Czech Rep. 4608 1193 423 0.41
Switzerland 3520 9.11 3663 3.57

| Japan 3300 . 8.54 4371 4.26
Israel 2189 5.67 4095 3.99
Australia 1791 4.64 - 5364 5.23
Canada 1696 4.39 . 3877 3.78
China 7 ~0.02 : 1 0.00
Total Extra EU 38624 100.00 102646 100.00

So whilst the majority of imports into the EU of porcelain and china, and earthenware,
are from China, EU exports to China remain virtually nil. The Chinese do not import,
presumably for supply reasons, but are major exporters since their exports are priced not
in accordance with production costs, but in accordance with foreign currency needs.

The three biggest tableware producing countries of the EU are France, Germany, and the
. United Kingdom where producers consider great harm has been done to the main
producing areas by cheap Chinese imports over the years. Developments over recent
years, in French, German, and British consumption of porcelain and china tableware (CN
6911) for instance, are shown below for the last three years for which figures are
available. : ’
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Source: COMEXT '000 ECU
‘Domestic sales 94440 110471 111555 ’ 102261 ,
imports 79167 73405 85442 82230
Of which, China 9757 15260 11473 6906
China as % total imports 12.3 20.8 134 84
Apparent consumption 173607 183876 | 196997 184491
China as % of apparent : 5
consumption - 5.6 8.3 1.8 3.7
* Imports are extra-EU plus imports from other Member States.
GERMANY

1992 1993 1994 1995
Domestic sales 494948 610771 579813 n/a
Imports 93363 106015 111979 119284
Of which, China 3773 4334 6358 7976
China as % total imports 3.6 4.1 S 6.7
Apparent consumption 588311 716786 691792 n/a
China as % of apparent 5N
consumption 0.6 0.6 0.9 n/a

UNITED KINGDOM

1992 1993 . 1994 1995
Domestic sales 109292 147764 168197 174592
Imports 44778 43344 46387 | 44677
Of which, China 1011 894 2943 3728
China as % total imports &2 2l 6.3 8.3
Apparent consumption 154070 191108 214584 219269

| China as % of apparent : :

consumption 0.6 0.5 1.4 1.7

It should be noted that the figures relating to imports from China above, and the
calculations resulting, are significantly different from the levels in last year's report. This
is because when the report was being written last year, figures covering imports from
China were supplied by Cérame-Unie members. Checking these in COMEXT now

" reveals a number of discrepancies, which means that the percentage share of Chinese

imports in total imports into the three Member States above has been reduced.
However, it must be stressed that total imports means imports not only from third
countries, but also includes 1mports from all other Member States, and there is
significant intra-EU trade in ceramics tableware.
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- Consumptlon in these countnes in the three years mentioned above is down on prev1ous
years, as tableware producers consider that the recession is far from over for their
~ products, and that the threat from Chinese imports is growing steadily.

D. Prices

Average prices of Chinese imports are well below European prices both for porcelain and
chinaware and for earthenware. Below is a comparison of average prices charged for
imported Chinese goods, with the average price of similar products manufactured in the

EU.

ECU/kg Source: Cérame-Unie members
1991 1992 1993 1994 1995
CN 6911 Chinese 1.21 1.06 1.11 1.04 1.10
EU 5.65 5.55 4.15 5.34 3.39
CN 6912 Chinese 0.96 1.04 1.08 1.19 1.10
; EU 2.43 2.38 g 2.34 2.06

For the two specific products subject to quota, Chinese prices compared with the average
Intra-EU levels in 1995 were:

ECU/kg Source: COMEXT
JChiriest IntrazEC

CN 6911 10 1.06 5.57

CN 6912.00 1.08 2.46

As can be seen from the above figures, whilst the existence of quotas may have limited

- the amount of Chinese imports, the prices of these have remained fairly stable. European
prices have, however, come increasingly under pressure, not only because of the presence
of low priced imports notably from south east Asia and central and eastern Europe, but
also because there is significant production over-capacity in the European Union.

'E.  Employment trends

Numbers employed in the ceramics industry have been decreasing steadrly in recent
years as can be seen from the table shown below.
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1000
Total ceramic  Tableware  Tableware as
i industry* . sector % of total
1992 : 320 R ey 32.8
1993 293 103 ¥35.2
1994 281 81 - 28.8

1995 279 i 26.9

* includes coarse ceramics - refractory produets, building bricks
and roof tiles. 1995 figures are estimates.

~

Figures for the total industry employment come from the Panorama of European Industry;
" figures for the tableware sector are Cérame-Unie estimates. Cérame-Unie has also
provided some estimates of the progression in employment levels in the tableware sector
in certain Member States over the last two years:

France
Germany - 24725 21424
; Portugal 12278 . 11898
Spain 656 n/a
United Kingdom . 22085 22000
Italy 6060 n/a
Netherlands 640 - 605
Austria : 994 n/a

It is not easy to determine how much of the decline in employment in this sector is a
direct result of growing imports of low priced Chinese tableware, but there are a number
of examples of closures or relocations where the existerice of cheap imports have played
amajor role in the decision making process

.3 plants in the United Kingdom have closed down over recent years, and others
 are working at reduced capacity -

2. Royal Doultori (UK) has started to produce tébleware in Indonesia in order to be
able to take advantage of cheaper labour costs and better face low priced
competition in its European markets

3. Villeroy & Boch (D)"has moved part of the production from its Mettlach plant.
- in Germany, where employment and social costs make up some 35% of total
cost, to plants in France and Hungary, where the corresponding figures are 25%
and 11% respectively. - The reason for this decrsxon is specrfically to better face
competition from low pnced 1mports ,




' Such a move is bound to have serxous effects for the town where out of a.

populatlon of around 8000, some 3500 are employed in Vllleroy & Boch's.
plants producmg tiles, _sanitaryware, and tableware. The current numbers.
employed are already down from 5500 a few years ago, in'an area where there is
little in the ‘way .of alternative employment In addrtlon unemployment in the ’
“Saarland is well above the German natlonal average.: :

r .

' N'_NB., ‘Numbers employed in the ceramics mdustry as a whole went down by an-
' estimated 12.7% between 1992 and 1995; - humbers employed in the_
tableware sector went down by an estlmated 28 6% over the same perlod

R .Counterfeiting problem‘>

“An addltlonal and increasing problem which EU tableware manufacturers have with -
- Chinese imports. is that they are-often counterfeit. That is, Chinese producers have been
- known to send representatives to Europe where they copy European designs, ‘which are -
produced in China and sold in Europe at much lower prices than the European products
" Examples have been shown in the past of Chinese products being sold in European
_markets, as virtually exact replicas of EU products (evrdence provided by Cerame Ume is
: available if necessary)

- G. - Chinese t'ableware sector

Very little is known of the actual structure of the tableware sector in China, although it is.
known China exports around 25% of its total production. In 1995, a. German magazine
estimated that Chinese tableware production amounted to about 6 billion pieces, for a
_total value of DM 3 billion that year, cormng from around 1000 productlon units w1th' ‘
some 260 OOO workers. : : '

~ As far as is known, no EU producers have any involvement in the production of ceramic
tableware in China.. It does not seem possible at thls stage that there would. be any big
Chinese market for their products There is a market for their products in other south east
Asian countrres though and productlon m Chlna could prove attractrve in the longer
-term. : : -

H. Opinion of the Com'munity industry h

‘Cérame-Unie; Wthh represents the major European cerarmcs producers remains flrmly in E
"favour of the continuation of the quotas. This position is endorsed’ by an 1mportant'
, number of members of the European Parhament (Ceramlc Intergroup) '
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: FI‘A (Importers assocxatlon) belleves that due to a suppressed demand the 1mpact of the

quota in the ceramics; and porcelaln sector ‘is- less - dramatic. than in other sectors . - _
- concerned. However FTA stlll mamtams that any quantrtatrve restnctlon should beﬂ o

| 'abohshed B

- - : - . \

J. - ConcluSion .

‘Chma contmues to be a state—tradmg country in Wthh 1t is thought that more than half of
industrial output is still effected. by state enterprlses and where the financial system, and
the change of hard currencies, remains in the hands of the State. This means that Chinese -
exporters-can go on selling tableware on European markets at prices which are .not cost

related and this contmues to damage the EU market. :

ThlS situation exacerbates already dlfﬁcult crrcumstances for. a' séctor whlch is, as
‘meitioned above, highly geographlcally concentrated where demand is fallmg, and
‘ where there is a‘certain amount of overcapacrty : '

In. view of the above the tableware sector remains- sensitive because of the high volume
~of the Chinese imports, their consrderable d1sruptxon potential and the substantlal price
: undercuttmg ~




A. Structure of the EU glass tableware industry

In 1995, the glass tableware sector in the European Union accounted for 3.94% of all
glass production in the EU, as opposed to container glass which is the largest gl.ass
sub-sector with 64.73%, and flat glass with 25.46%. 95% of all EU glass tableware is
* produced in France, Germany, Italy and the UK.

France occupies a dominant position, accounting for over half EU output. Its largest
producer, Verrerie Cristallerie d'Arques is a world lcader,'employs around 11 000 people,
produces in the region of 5 million articles, and exports some 75% of its production.
There are other large producers, such as Schott(D), Bormioli Rocco(I), and Durobor
(B/UK), but the majority of producers are small and medium-sized enterprises. The
principal competition comes from the USA and Japan, dominated by Corning and Asahi
respectively, although competition from the far east is growing.

Total production in 1995 was 944 351 tonnes, of which around 60% was in the form of
drinking glasses. Although this accounted for about 3.94% of total glass production in
tonnage terms, it is much more important than-this share would indicate, considering its
potential selling price, which can be 'very high.

The glass tableware industry is represented at European level by European Domestic
Glass .(EDG) for crystal and hand made glass, and by the Fédération européenne du Verre
d'Emballage (FEVE) for mechanically produced glass, although contacts with producers
of the latter are limited. Both are in turn affiliated to the Comité Permanent des
Industsies du Verre de la CE (CPIV).

The EDG has members in most Member States, although it has never managed to
establish any links in Spain or Portugal, and there is no production in Luxembourg.
Where it does have members, it estimates that it represents around 80% of the industry,
i.e some 86 companies. The majority of these companies have just one producing plant,
but there are some with more than one plant, sometimes in more than one Member State,
such as Durobor (B/UK), Saint-Gobain(F/D).




S overleaf

.

; ‘:»,V\Developments in the sector are closely hnked to changes in hfe style drsposable mcome, PR
- .and personal taste Other factors whlch have been 1mportant over recent years mclude o

R mcreasmg mechamsatron whxch has brought w1th 1t a srgmficant fall in pnces and,'

' extended product ranges

" . new forms of distributi_on;t’particularly mass distribution”

! R B S

L '.l - new technological' needs_linke;d:to the rapid‘spread‘of. dishwashers and ‘_'m_icro'wa-ve S

‘ovens - . .. s

.o

- - competition from metal, ceramics, and plastics, particularly in kitchenware.. -

"B. Tren’ds-ln producthn and apparent consurnp_tion

~

Although EDG estrmates that it represents about 80% of glass tableware productron the'

T \statrstrcs Wthh it has avarlable are very patchy - its members are often reluctant to grve o

" out what they consrder to be commerc1ally sensitive mformatlon Therefore, the ﬁgures »

given for apparent consumptron trends over -recent years are- CPIV estlmates ‘covering "

B EUR 11 (wrthout Spam and for the sake of. hrstorlcal companson w1thout the three -

newest. EU members) Productlon figures also. refer to EUR 11 and also corne from, .

CPIV

- In térms of productlon of glass tableware after a hlgh year 1n 1991 levels fell by 6% m_« -

~ both 1992 and 1993, plcked up. agam in 1994 (+6%) and fell back by 2% in 1995 Much K
- of the 1mprovement seen in 1994 was export-led since apparent consumptlon in the EU"
contmued to go down. In 1995 apparent consumptlon grew agam by 1. 5% whereas;

- --exports fell back by 26% SN

- 'vLatest ﬁgures avarlable -on EU productlon and apparent consumptlon levels are glven '




Tonnes, except where otherwise stated

991488 SRR oy 4R e |E199 5840
Production | 1032000 967000 - - 911000 963229 944351
EU Exports 358074 299372 301979 368539 358643
EU Imports 121509 135292 149851 149353 175507
Apparent : ‘ ;
Consumption 795435 802920 758872 | 750043 - 761215
EU sales on ol :
domestic 673733 668029 609374 600784 585708
market
EU market
share 84.7% 83.2% 80.3% 80.1% 77.0%
Imports :
market share 15.3% 16.8% 19.7% 19.9% 19.9%
Direct |
employment 15428 15366 15212 15000 15000%*

Source: Imports/exports: COMEXT

Production, employment and n® companies: CPIV
Imports market share is calculated on apparent consumption.
* estimate

C. Trends in imports and exports

Given that glass tableware-and crystal are products which can be transported over long
distances viably under normal market conditions, EU producers are very dynamic on
export markets, and have a traditional long term presence in a number of them. Exports -
regularly account for a third of all products produced in the EU. The main exports are in
the top end of the quality and design range. Higher value-added products are, therefore, a
significant part of the business. |

In 1995, EU 'producers exported over 38% of their total production, which constitutes a
steady increase since 1987, when producers were exporting: about 30% of their
production. ' '
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Below is a breakdown of the principal sources -of EU imports of glass tableware in 1995
(EUR 12), as well as the main destination countries of EU glass tableware exports.

% ‘_".:“ 3% ﬂ»‘f;l N1

Turkey. 36252 1T ; 10084 3.07
Poland 25243 15.12 18444 5.62
CzechRep. | 24486 14.67 : 3809 116
Indonesia 13970 8.37 SIO68 K 0.37
Slovenia . 11005 6.59 2518 R 79y
Romania . 8420 5.04 268 . 0.08
"China 6822 4.09 668 0.20
USA 6186 | 3.71 75865 23.11
Total Extra EU 166960 100.00 328299 100.00

Whilst certain producers, such as in Turkey or in eastern Europe, increased their overall
share of imports into the EU, the share from China was halved in 1995 from over 8% in
1994. At the same time, EU glass tableware producers have increased, their exports to
China from 179 tonnes in 1994 to 668 tonnes in 1995, just 0.20% of all EU glass
tableware exports. ‘

Chinese producers have long had a traditional presence on the EU market for glass
tableware, with a period, between 1990 and 1993, of increasing tonnages coming in at
low prices, but with a subsequent and steady decline from 1994 onwards. In addition, by
far the largeét share (approaching 100%) of all imports of glass tableware from China are
plain, simple glass products, i.e. not glass ceramics, not lead crystal, and most of it is
machine produced. That is, it is the most basic quality, bottom of the range, glassware
products. :

D. Prices

The principal point of concern to the EU glass tableware sector is the low prices being
practis'ed' by Chinese exporters, which do not appéar fo be based on cost considerations,
but on Chinese needs for foreign currency. In this case, it cannot be considered that
normal market conditions prevail, China still being essentially a state-trading country.

Having said that, it is extremely difficult to get details on prices of Chinese imports. - For

this, there are two obvious sources: industry and COMEXT statistics. When a customer




N -"1s buymg glass tableware 1ts source 1s not as 1mmed1ately apparent lf at all to the fmal :
| ',customer as lt is for ceramrc tableware Therefore numerous attempts-have been made by :

- mdustry representatrves to get pl‘lCC-IlStS from lmporters of Chmese goods and none has '
h 'been successful “The traders approached have refused to grve prlces '

'As stated prevrously, pnces obtamed by a 51mple calculatton on the basrs of COMEXT ‘_
statrstrcs are unrehable smce for the CN code headmg 7013 as a whole for 1995 Chinese

selling prrces in' the EU were higher- than the sellmg prlces whrch European producers R

~“were able to obtam in other Member States
_‘ Itis argued that Chine,se" S‘elling prices are !'Unl!ike'_ly to be higher th‘an‘EU ones,~because:

'-_ - most of the glass products rmported from Chma (97%) are mechamcally produced
. :basrc glass at the bottom end of the product range commandmg lower prtces than

) AN

higher value added products :
- the average European prrce covers: the whole range of chapter 7013, mcludmg
 higher ‘value" added products, such as crystal or engraved glassware - which

commands a higher sellmg price; the average price can therefore be expected to be

higher than the average for ordinary bottom- of-the-range glassware

LIt should be. concluded therefore _that EU and Chmese prrces of glass tableware cannot
"be compared since the available figures are not reliable and thelr respecuve products are

. not in COmpCUthl‘l

e

E. Employment trends

In the perrod from 1980 to 1994 when total glass productron went up by 34% ~actual
- numbers employed went down by 30%. Much of th1s may be attnbutable to restructurmg o

- efforts on the part. of glass makers over recent years, although it is not possrble to

quantlfy this.  The glass tableware sector 1s highly labour intensive, and it seems l1kely
' ‘Itherefore that a hmlted fa]l in employment can be attributed at least in part to the growth
'1n cheap 1mports ’ ' ‘ '

_No flgures are avallable to show employment by Member State and by sub-sector. The_'

'.}_only figures where a splrt by Member State is. avmlable cover total glass productlon of

: “-"Aall glass products Over the last ﬁve years, trends in. employment in the EU, and i m the .

' ‘four marn tableware producmg countnes (total productron all glass products) have been

.‘l .




"Year o EUR12 . Germany ’France LUK Italy o

1991 . 223464 T1736 . 37309 - 45004 21500% -

1992 - 219458 69737 . 36601 - - 44904 .- 21000%

1993~ - 221611 . 74000 35283 . 46817 . 19500*
1994 . 208770* 69000 - 34330 . 38713 - 200000

‘1995 . na _n_/a‘- na n/a -7 infa

<

% astimates.

Figures relatlng to glass tableware alone are avallable on an EU basis only, and here the
recent evolutlon has been: ' ‘ ‘

1991 - 15428 L

1992 - 153660 . . ¢ 04%. -
C1993 . - Tas212 0 0% -
Colee ‘15‘000- L -l4% -

Fi gures for 1995 are not avallable but 1t is thought that there was very little change from
. the 1994 Jevel of employment overall '

- As to the biggeSt glass tableware p‘roducing countrles France, Germany“and'the UK, very
little detailed information is avallable but it appears that after a period of job losses from,
1989 to 1994 due to structural ad_]ustment the ernployment srtuatron has stablhsed in the '

-

tableware sector

- F. Opinion of _the Community lnduStry o
-'The producers represented by CPIV believe that the quota should be maintained onthe

grounds that addltronal cheap 1mports would mean further loss of market share, the loss-
- of busmess and in the end the loss of productlon capacrty and subsequent Ioss of _]obs e

G Oprmon 'of _the_ impor_t,e_'rs_.__ o

o34

| FI‘ A beheves that due to a suppressed demand the 1mpact of the quota 1n the glassware s o

'sector is’ less dramatrc than in other sectors concemed However FI‘A strll mamtams that"

L B any quantrtatlve restnctlon should be abollshed




- H. Conclusron

- The growmg capacrty of Chmese producers to export low-prrced products in the EU
: ' remains a matter of concern for the glassware’ sector whrch would still be sensmve to

"these_rmport\s . ' ’
However, gi)ven. the low and falling market shére and 'volurrre of the Chinese"g‘la_ssware
imports in the EU, the continuation of a quantitative restriction does not appear to- be
 fully justified. ' | | N



A. Situation of the Community toy industry

1. Structure of the industry

The structural features outlined in the first report have changed little. More
production units have closed, leading to a drop of around 1% in the number of
firms. : :

2 Community production

On the back of stronger Community consumption, up 3% in 1995, the production
of toys in the EU jumped 5%, enabling producers to maintain their EU market
share at around 31% at a time of stagnating imports. Community toy
manufacturers did, however, see their exports drop by over 10%.

The overall picture for products under Codes CN 9501 to 9505 is as follows:

<

ECU “000 . 1992 1993 1994 1995(x)

Production 31104121 3033146 | 2879777 | 2966170
Exports - 961588 | 1076856 | 1220209 | 1071486
Imports 4954520 | 4828483 | 4326595 | 4230665
of which imports from 1979575 | 2196957 | 2069550 | 2109307
China ,
Apparent consumption 7103344 | 6784773 | 5986.163 6 126 350
Market share of imports | _ 69.7 % 71.2 % 72.2 % 69.1 %
Market share of imports 279% | 324% | 346% 344 %
from China : ; :

(x) EUR 12

3. Employment

Against this baékdrop, the rate of job losses slowed, with a fall of around 1% in
the workforce between 1993 and 1994.
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‘| Workforce -

1990

S 1991 |

1992

1993,

1994

Direct employment:

71065

' 'Cu'rrent restructuring moves

68336 |

65012

61906 |

61300 |

"Alongsrde efforts to 1mprove product:on facrlrtres the - 1ndustry saw further .

. consolldatron

A4
.

' Irnport trends

Sensitivity to Chin‘ese‘.irnnorts‘ R

A

: . Total toy 1mports from outside the EU fell back by 2.2% except for those from -
China, which rose. 1.9%. However, non-quota toys from China, accounting for
- 76% of total 1mports were up 27%, whlle those under quota were down 37% r

v

. ECU “000

19950

1992 | 1993 | 1994

.Toys under quota 1994 991 965 1 1_5A3. \117 e 814 5V19 50§ 46‘5>

550341 ‘f260t17‘ | 3o29r9 e | 1134

-550549 068 | 171334 88686 | 42680,i
7950390 “eia0|  e78eed| 478069 | 295436

Non-quota toys Vh.987610 11043846 '1125503r_ r59954;

Tbuu‘ - r979575‘,_2196957V-‘2069ss0:‘ 210930#_7;"
_ (x) Eur 12 -

A comparrson of quota and uou-quota 1mports clearly shows how well Chmese
, producers have been’ able to boost their exports to the . Commumty with no. -
.quantxtatrve restrictions, 1rnports have contmued to rise very sharply, up 27%

between 1994 and 1995

Import prrces ‘

Compared to 1994 Chmese toys. under headmgs 9503 41 and 9503 49 were .-

chedper in 1995 than those from other EU. suppliers. For headmg 9503 90 the

_pnces of all the mam supphers were falrly srmllar

'The ﬁgures below show the Chmese are undercuttmg Communrty export prrces S

. although there are no fi gures for the ex-works pr1ce of Commumty products

7
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~Average price of imports from China and of Community exports .-

o

* Product e 1992 S| 19930 | 1994 . | 1995
T EU | 14 179 131370 13400 - 12963
9503 41 R | S o
- China - | = j937{ = 7831) 7314 6249-
| |- EBU. [ 9172|9736 9420 . 9137]
©950349 - B I ‘ 2
China | 50| 6013 6106 - 5983
o TEU 7724 | . 7248| 7009 | - 6199
9503 90 I aE | o
 China sue|  4si2] - 406  49u

' The price of imports from Chma agam fell in 1995 w1th a drop of 15% on the
g year for toys under headmg 9503 41 S _ - s

Another problem still faced by Commumty producers is countcrfeltmg the
Chinesé seem to have done little to stamp out the practxce and ways of tacklmg
the problem have been slow to materxahze o :

Opinion of the Communitv industry '\and of impt)rters' :

components for toys which fall within the quota They believe this would be a
means of strmulatmg employment in various EU countnes based upon local

- assembly and other value-addmg processes

v "However it should be noted that the toy mdustry s proposal is 1ntended to
. exclude from the coverage of the quota, spcc1ﬁcally, only the “‘components of toys
- . -which ‘are meant to be subject to. further industrial transforrnattons (...) not to be _
. sold as mdlvrdual rtems to- end customers . The Commrssron believes that such .
_ definition : would entail . . management drfﬁculttes for - the . natiorial, customs -
‘ V"authorrtres due to p0351ble dlvergmg 1nterpretat10ns and therefore proposes the:
I echus1on from the quota of components of toys 'Wrth no further specrfrcatron '

Toys Manufacturers of Europe (1mporters) and Federatlon Europeenne des
_-industries du Jouet (producers) which: represent almost the entire European toy
',mdustry have recently proposed the llberaltsatxon of - the importation - of
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_ The toy sector remains sensmve to the absolute and relatlve volume of Chmese

imports,  their ‘low prices and the _export | potentlal of . Chmese producers.,

; .Improvements to the quota- system will probably lead to further mroads for these
- 1mports makmg contmucd controls all the more necessary '

N~/




ML

.Coh'clusions - o T

.From the mformatmn it has gathered the Commrssron has drawn the followrng '

conclusrons L '

The sectors cove'red by the quantitative restrictions have made efforts that have
borne fruit in terms of restructuring production and improving the quality of the
products under quota However, while.the European producers are contrnurng in -
th1s effort the sectors concerned remam sensitive.

- The overall srtuatlon is precarrous all these 1ndustr1es are affected in varylng B

degrees by stagnating productron dechnmg sales and exports, closures and job
sheddmg : . : ’

- - Most are labour-mtensrve fragmented industries that are particularly vulnerable

" to competition from low-cost countries and have already lost a large share of the

Community market to them.

- Most are engaged in restructuring exercises which I'ook'promi"sing'but are costly .
and difficult.to carry out - a waive of low-priced 1mports would condemn them to

failure. .

~ -'Some have relocated part of their producti'on’ are considering ‘doing so, or have

subcontracted work in low-cost countries m order to reduce costs and S0 compete
with these low cost countries. : '

Chinese competition in these sectors remains a real threat:

- China has enormous - and growing - production and export cap'acity in the
sectors covered by. quantitative restrictions and its exporters. would, in ‘their’

, absence soon be in a posrtlon to unleash huge quantrtles on the" Commumty

st

market

~

. Imports from China had already serzed smeable market share, or were in the -
~ process of - domg so, when quantrtatlvc restrictions at Communrty level were -

» mtroduced

- - The priCes of -'impor'ted. Chinese products'_ remain - much. below those of

- comparable Community products. They are also well below those .of "other

Community suppliers. The extent of this undercuttrng is such-as to- grve Chinese

- producers the means of disrupting the Community market

- Frequent occurrences of counterfertrng in the case of some products further

~ distort competltron

. An addrtronal consrderatron is the partrcular nature of: the Chrnese economy .

Chma has been striving, over the last few years; to. hberahze its trade’ regrme and -

» _open its ‘economy:to the world. Although these - measures represent ‘important.

steps forward, they are"still clearly insufficient to make the Chinese trade: system

o compatrble with - 1ntematrona11y accepted rules The Chmese authorrtres strll' :

Y
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. exercxse great mﬂuence on-the operatron of the Chmese mdustry e.g. artlﬁcrally '
low prices that do not reflect the real economic cost of the products concerned -
~and export strategres that are govemed by not strrctly commercial considerations.

~ On the import side, China maintains high tariffs on many consumer products, but . |

the more prohibitive- restrictions stem from non-tarlff barrlers such as quotas,
licence requirements, restrictions on’ forelgn currency “ and ' technical- barriers.

" Products may be’ imported only by foreign trade’ corporatxons that are authonsed ,
and essentlally coritrolled, by the Central Govemment

"There is thus reason to believe that the abolition of quantitative restrictions would lead to
_ a renewed upsurge in imports from China and a further dangerous weakening of the
market position of the Community mdustry concerned, with the exception of glassware
- for'which such outcome is less likely.

In light of the above, the Commission believes that the reasons that led the Council to
introduce the quantitative restrlctlons covered in this report are, excluding glassware
overall, still valid.
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o " CHAPTER3

* IMPLEMENTATION AND MAINTENANCE OF SURVEILLANCE MEASURES

Purpose of surveillance measures :

. The Council mtroduced these measures to keep 1mports of a variety of products

under closer observation in cases where the trend gave cause for concern but was of
no 1mmedlate danger to the Commumty mdust"y

II 'Imnlementation '

- .Prior Community surverllance is carrred out through a system whereby hcences are

. automatically issued free-of—charge for any quantity requested within ﬁve days of the

"lodgmg of a request by a Commumty 1mporter

'Regulatron (EC) No 519/94 brought ina standard sxmphfled Commumty surveillance' .
- documeént which reduced to a minimum the formalities to be. accomphshed by

importers and Member States in connectron wrth lmports under surverllance

In Apnl 1996 followmg the conclusrons contamed in the Commrssron s first report

.. . the Councrl decided by its- Regulation (EC) No 752/96:.

-'to remove a range of products of which the 1mports in 1994 were neghglble or

lIower than in 1993, from the list of products subject to Community surveillance;

- to insert certam products in respect of which quotas were abolished (gloves and

combined car. radios) m the list of: products subject to prxor Community
- surveillance. - : : -

'Unfortunately, despite repeated requests, many Member States still either do, 'not_'_ .

provide the information they were supposed to give on the issue of surveillance

- documents or provide only partial iriformation or give it too late (with the exception
vof footwear), so depnvm g the survelllance system of much of its usefulness
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I1I. Trends in irﬁJ)Orts of p_roduéts under surveillance

The table below gives import figurcs, in- thousands of ecus, for products under
surveillance in 1995, excluding footwear, and sets them against the 1994 figures.

CN code ~ Description” - 1994 | 1995 ‘Imports .
- * | China/Extra- |

L EC (1995)
1901 90 90 . | Food preparations | 2408 | . 1897 | 548%
2827 10,00 Ammonium chloride ' .1.08V3 - B _1.307 77,78%
" | 2905 49 90 | Other polyhydric alcohols 1716 . | 3.463 31,48%
129181400 | Citric acid ~28.380 21.313 56,03%
29413000 | Tetracyclines and their 38.101° 48402 | 58,18%

_ - derivatives ) ' ‘

29414000 | Chloramphenicol 9.736 7.786 89,48%

3204 1300 | Basic dyes.... , 7815 7773 | 2784%
3204 1500 | Vatdyes.. - 1 5034 | 9927 | 17,59%
3604 Pyrotechnic articles . . 41.578 _67.210 - 77,50%
3905 20 00° | Polyvinyl alcohols R 15748 | 19.711 18,69%
42032991 | Gloves | | 4764 5513 . 22,45%
142032999 | Gloves | 4992 4041 | 12,13%
691310 Ornamental articles of 94.126 - 75.303 68,22%

_| porcelain : : v ‘

7004 90 Other glass | 3485 3223 8,92%
7901 12 Zinc, not alloyed ... 0 0 -~ 0%
852721 | Carradios | 63.69 35.174 4,93%
871200 | Bicycles = - 1661 |  2.001 0.42%
950330 - | Constructionsets - ‘ 33.687 50.884 - 20,48%
950360 | Puzzles ' | 5201 | 6163 .| 31,82%
950440 | Playingcards =~ | 2318 | 259 24,73%
9603.29 | Broomsandbrushes |  14.476 20.235 41,94%
9603 30 . Broomis and brushes 1 5.068 7.037 24.22%
9603 40 Brooms and brushes 15.174 17.895 » 67,27%

9603 90 ‘Brooms and brushes | 12267 | 15.857 28,58%

Source : E UROSTAT

* formerly 390530 00



In the case of footwear 1mports Eurostat ﬁgures do not. dlstmgursh between those
under surveillance and those not, so the Comrmssxon can only refer to the surveillance

. documents issued in 1995 e - o
“ex 640299 . | 1517290 pairs
ex 640391¢t99 | 10331 353 pairs ,
ex640411 | 4466577pairs . | -
total - 35781 669 pairs* o
(*) 1. k::)c;‘l;dmg 19 466 449.pairs for Italy, for whzch the breakdown by category is not.

2. Germany has not provrded data from the end of July 1995 to December 1 995

- IV. Should sutverllance measures be maintained?

The ﬁgures provided here show that imports of' a range of products have increased
significantly. The Commlssron believes that prlor survelllance should be mamtamed
for these products '

In the case of other products (CN codes 1901 90 90 7004 90; 7901 12; 8527 21)

. where imports are insignificant or down on 1994, the Commission . believes it -

" ‘unnecessary to maintain surveillance measures and‘so, with a view to reducing the

- administrative burden on both national administrations and importers, proposes that
they be excluded from the list of products subject to such measures. ‘




. ‘c_oNCLUSIoN‘S“'AND PROPOSALS OF THE COMMISSION . .
o In view of the above the Commxsswn beheves that the system of quantrtatlve restnctxons_ :
" and surverllance measures set up under Regulatron (EC) No 519/94 should be mamtamed’ ‘

but with the followmg adJustments

Quantltatlve restrlctlons ‘

- AbOllthﬂ of the quota on Glass tableware (CN 7013)

" Exclusion of * components of toys” from the quota on toys

2. Surveillance measures.

The proposal is to end surveillance on products falling within CN codes 1901 90 90,
7004 90, 7901 12, 8527 21 and to include Glass tableware (CN 7013) among the
products under surveillance.
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