








U.S. furniture market and that the tariff can only cause harm to U.S. retailers and
consumers. In reaction to the tariff he commented that

Immediately, you’ve got at least some short-term [product] shortages and some

fairly draconian price implications for American retailers and consumers. The

difficulty is, it’s our position, that because China is out there as a source and
because they have made this bedroom furniture available at prices that Americans
can afford, the domestic market for bedroom furniture has grown considerably.

(Steenbergen, 2004)

Vietenheimer expresses the industry’s fears that if the prices of furniture multiply, the
recent increase in consumers’ dollars spent on furniture will be lost to other areas, such as
technology, where new televisions and computers could fulfill their need to exert their
buying power (Steenbergen, 2004). The Furniture Retailers of America are frustrated by
the Committee for Legal Trade’s decision to go after China. Veitenheimer believes that
the petitioning companies are out of line, especially considering their own involverment
and profitability from Chinese imports.
A number of the petitioning companies were instrumental in creating the furniture
business in China. They had Chinese business people in their factories in the
United States videotaping the layout and everything else so those factories could
be duplicated over in China. And for many, many years, the Bassetts and the
Vaughan-Bassetts have been importing furniture, including bedroom furniture,
from China. (Steenbergen, 2004)

Such involvement in Chinese trade by the companies seeking the tariff leads
many to question their reasons for taking these actions against the PRC. American
retailers are outraged due to the possibility that the tariff may not skew domestic or
foreign trade or production levels, but rather affect their costs and, thus, their profits. The
10.98 percent tariff that has hit much of the imported Chinese furniture is not neatly

enough to have any effect on demand for imported furniture or Chinese production

levels; however, it directly increases the costs for each furniture retailer. For a small
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business owner, increasing costs by 10 percent can be very hard to swallow. So it seems
the U.S. manufacturers’ petition may harm the American businessman rather than the
Chinese manufacturer. The Furniture Retailers of America feel that the domestic
manufacturers filed suit because they were unable to keep their factories competitive with
the Chinese, and created a disaster for themselves, and are now attempting to save
themselves by “abusing” U.S. trade laws (Steenbergen, 2004).

American retailers and analysts are also concerned that if the tariff does affect
Chinese manufacturing it will cause production to be moved to other Asian countries, like
Indonesta and Vietnam that are not as far advanced in furniture production as China, and
where quality and logistical problems could emerge (U.S. imposes tariffs, .., 2004). Not
all foreign countries are as suitable for high-quality manufacturing as China. “While
manufacturing exists in one form or another in practically every country in the world, not
all producers can make products adequate for the U.S. markets” (Haar and Ortiz-
Buonafina, 1989).

The domestic retailers’ concern is valid, especially when considering that China is
the largest exporter of furniture to the U.S. and that the Commerce Department’s final
decision over an import tariff could possibly cause more impact to this sector of the
American economy than to any other. Keith Koenig, president of City Furniture, a
fourteen-store retail chain, proclaimed his happiness when he learned of the November
tariff reductions. Koenig said his firm, which imports two-thirds of its wooden furniture,
is planning on continuing to order Chinese products heavily since the 8.6 percent tariff on
many items will only add about $100 to the retail price of a $1,700 bedroom group

(Morse, November 18, 2004). American buyers of high-end furniture will benefit under
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the reduced tariff rates. “[The November] decision to trim proposed tariffs on Chinese-
made bedroom sets is expected to quickly trigger an influx of high-quality furniture
imports that can cost far less than comparable U.S. products” (Morse, November 18,
2004).

Although over the past few years Chinese furniture has dominated low-to-middle-
range bedroom furniture sold in the U.S, it seems China is now prepared to delve into
specialty furniture and high-end quality merchandise (Morse, November 18, 2004). “For
years, the products coming out of their factories tended to feature fussy hand carving.
Now, manufacturers are striving for contemporary designs that are more challenging
because flaws are so easily seen” (Morse, November 18, 2004). The decrease in the tariff
may lead to a high rate of upper-end products entering the American bedroom from
China. Retailers are hoping for no or low tariff rates to be determined as the final
decision, in order to preserve their own economic wellbeing,

Obviously, a tariff on imported furniture products will also affect one more group
of people, which is the American consumer, who will have to pay higher prices for
Chinese-manufactured furnishings.

As the world spins into the first decade of the twenty-first century, dramatic and

swift transformations are taking place in international trade: growing

liberalization of trading systems; expansion of regional economic integrations;
excessive liquidity in financing cross-country purchases; and increasing
connectedness with customers and marketing partners due to major advances in

information, communication, and transportation technologies. (Leonidou, 2004)
Such developments have led to advances in international trade that in general have made

products more affordable to the average household; however, protective measures like an

import duty on Chinese-made furniture will work to counteract these innovations in price.
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For example, United States furniture retailer Rooms to Go Inc. has been selling a six-
piece solid-oak bedroom suite that includes a king-size, four-poster bed with hand-carved
ornamentation for $2500. This price is possible since Rooms to Go has the suite
produced in China, where there are efficient production lines and labor is as cheap as 50
cents an hour. CEO Jeffrey Seaman was quoted saying, “This kind of furniture couldn’t
be made here at a price within reach of average Americans” (Engardio, 2004), If this
suite experienced a ten percent tariff and the company chose not to absorb this cost
themselves, Rooms to Go could charge as much as twenty percent more for the suite in
order to cover the added cost and maintain their previous profit margin. Consumers can
only hope that importers and wholesalers choose to absorb some of the costs dispensed

by the tariff themselves, so that the impact for the end buyer will be curbed.
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Effects of the Tariff

When the final decision surrounding the proposed tariff is made, there will be
enormous effects—upon American and Chinese manufacturers, retailers, and consumers.
Anyone who is in a business situation somehow related to Chinese furniture imports will
be put into a distinct position relative to his or her affiliation with the merchandise.

One of the possibly over-estimated effects of the tariff is upon U.S. employment,
or rather unemployment. Much of the focus of the domestic manufacturers’ position
concerning the tariff stems from the unrequited belief that China has been engaging in
illegal dumping and if it had not done so, the jobs of Americans would have been better
preserved. However, research and common opinion seem to refute this belief. The
opinion that the tariff will have no positive effect on American employment levels is held
by China and the U.S. alike. A professor from the China Forestry University, Li Zuoxin,
said the U.S. manufacturing industry would not benefit in any manner from dumping
charges. He was quoted as saying, “Even with the high duties imposed, no jobs will be
created for the U.S. industry” (Furniture makers seek MOI status, 2004). He also
commented that if the tartff had an effect on production, it would shift manufacturing
from China to countries like Indonesia, Malaysia, the Philippines, and Vietnam (Furniture

makers seek MOI status, 2004). If the tariff causes jobs to leave China, it is unlikely that
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the production will move to the United States. It is more likely production would move
to a less skilled Asian country where raw materials and labor are relatively cheap.

The economists’ view of the situation is that company closures have become
widespread for two reasons: inefficiencies in the American furniture industry and the
ever-advancing automation of production (Wille, 2004). American jobs have been lost
due to the evolution of the manufacturing industry. Globalization has benefited
American business by allowing it to produce goods in the most cost-effective manner and
by providing a competitive product that is well-priced for the consumer. In many cases,
globalization has led to a change in the face of what types of domestic employment are
available.

True, American manufacturing jobs have been lost. In fact since April 2004, four
members of the American Furniture Manufacturers Committee for Legal Trade have
conducted considerable layoffs affecting a total of 1,249 employees (Craver, 2004). La-
Z-Boy Inc., the largest member of the group, is planning to cut 525 jobs in the fall of
2004, and another 120 jobs will remain in limbo until the firm determines the level of
domestic manufacturing it will maintain (Craver, 2004). Kurt Darrow, the chief
executive and president of La-Z-Boy, has commented that the corporation will be
increasing levels of wooden furniture imports from 40 percent to 75 percent (Craver,
2004).

Such levels of change obviously affect the American worker, and although
domestic jobs are being lost, the loss is not caused by unfair trade, but rather by the
existence of differing market conditions. The prevalent notion that U.S. jobs are more

important to maintain than Chinese jobs is fundamentally wrong (Wille, 2004). It seems
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the situation has become a struggle between the benefit of the American manufacturers
versus the benefit of the American retailer and the American consumer. It is as if the
U.S. is fighting an internal war between various sectors of its own economy, rather than a
war against illegal dumping.

Despite the decrease in sales of domestically produced furniture over the past few
years, in the first nine months of 2004, U.S. furniture production rose 4.2 percent from
2003, reaching $7.92 billion, which represents the first gain in the industry’s production
since 2000 (Morse, November 10, 2004). The improvement seems to be partially due to
arise in demand for furniture in general. The application of preliminary tariffs, however,
has opened a small window of opportunity for the domestic manufacturer, even though it
may prove to be short lived. If permanent duties are applied at considerable rates, the
U.S. industry may experience a boom.

If the new duties are high, retail prices of bedroom furniture could rise

significantly. The higher cost of the Chinese products would allow U.S.

manufacturers to impose their own price increases. The threat of tariffs has

already apparently led to a sharp drop in Chinese production in recent weeks as
manufacturers wait to see what they’re up against. A sustained drop in China’s
output could free up floor space in American furniture stores that have relied
heavily on imports, opening the door for U.S. manufacturers to reclaim lost

market share. (China Accuses Corning..., 2004)

Domestic manufacturers have experienced increase in demand since the
determination of preliminary tariffs. Doug Bassett, Senior Vice-President of Vaughan-
Bassett Furniture, boasted, “For anyone who thinks our case won’t create jobs, I’ve had
to hire almost 100 more employees to keep up with business” (Flaherty, 2004). Bassett

expressed his belief that consumers have returned their loyalty to Vaughan-Bassett

because they know opponents of his case do not have much of an argument left {Flaherty,
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2004). Whether this is true, or whether the boom is only a temporary burst of loyalty due
to the exposition of the case, is yet to be determined.

One view concerning the recent increase in domestic furniture sales stems back to
patriotism. Patriotic customers may have been influenced to buy domestic goods after
being exposed to the anti-dumping case. The U.S. has long been known for its self-pride
and loyalty. The patriotic burst following the September 11 terrorist attacks
demonstrated the nation’s continued ability to pull together in a time of need.

[Although] globalism and freer movement of people and labor have, to some

extent, confounded patriotism and the object of patriotic emotions...advertisers

have a long history of monitoring public sentiment to improve creative strategies
with an eye toward differentiating brands and customer loyalties. (Sterns et al,

2003)

By monﬁoring the public view, marketers have been able to increase brand loyalty and
patriotism throughout the case. This is a marketing strategy. If is not about right or
wrong or any aspect of fair trade; it is about domestic manufacturers increasing their
revenues while the opportunity exists.

The tariff may provide opportunities for manufacturers to increase domestic sales;
however, this theory is uncertain since production from China can be fairly easy to
relocate to other low-cost production countries. It also is yet to be determined whether a
permanent tariff will be set and if the rate will be substantial enough to actually curb
Chinese manufacturing in the long run. Following the announcement of the preliminary
tariff rates, Kurt Darrow, president of La-Z-Boy, said, “...it is clear that the near-term

competitive landscape of domestic-case goods manufacturing is at risk” (Craver, 2004),

Lynn Chipperfield, a senior vice president of Furniture Brands International, whose
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brands include Broyhill, Lane, Thomasville, Henredon, Maitland-Smith and Drexel
Heritage, commented,

[ don’t think this is going to have any effect on our plans for future sourcing

initiatives. It is always easier to manufacture here than to import from China

because you have more control over the process. But we feel that China is still a

viable source for products. (Russell and Linville, 2004)

if the tariff level remains as low as 10 percent for a majority of Chinese
producers, then the U.S. factories are unlikely to experience much relief. In this case it is
possible the tariff could be absorbed by retailers, import agents, and Chinese factories, so
that the American consumer might not be affected by the rising expenses (China Accuses
Corning..., 2004). The level of tariffs imposed will determine what the effect will be on
the U.S. manufacturer.

Since the tariff has apparently not curbed Chinese imports to the extent that
domestic manufacturers had hoped for, they have found a new way to battle against the
low-cost imports. Domestic plants have thrown themselves into overdrive in an attempt
to speed-up production and delivery of American-made products in order to entice
consumers. “In the past, deliveries from manufacturers could take a frustrating eight to
12 weeks or longer” (Tan, 2004). Now, manufacturers are trying to prove that custom-
ordered American goods can be shipped out of North Carolina and received much more
efficiently than imports from overseas. “Imported furniture from China may be cheaper,
but there’s a drawback: That boat from China can be pretty slow” (Tan, 2004). Even
custom upholstery has shortened its time-frame for delivery. Berkline/Benchceraft is
delivering custom-ordered sofas, chairs, and recliners in twenty days, and Lane Home

Furnishings in delivering these items in thirty, as compared with the expected six to eight

weeks it took less than two years ago (Tan, 2004). Bassett Furniture Industries has even
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begun a thirty-day delivery system on its entire line of furniture, including bedroom sets.
Domestic firms are beefing up their inventory, in some cases by 400 percent in an attempt
to satisfy customer demands more quickly (Tan, 2004).

Custom-ordered pieces are up ten percent over the last five years, from 20 percent
of sales to 30 percent (Tan, 2004). Some custom orders will still take more time to have
produced, but custom orders are the domestic industry’s specialty. Chinese imports do
not come with options; this facet leaves U.S. producers an area to dominate. American
producers have also been able to lead in such areas as: clean, un-distressed finishes;
solid-wood furniture; and in coordinated fabric upholstery (Morse, November 18, 2004).
But American manufacturers are not content to settle for this share of the market; they
continue to fight for what they say is morally right.

Lobbyists for the retailers, importers, and Chinese manufacturers claim the
American manufacturers are greedy opportunists and believe that they are merely seeking
to profit from the import tariff. Under a U.S. measure known as the “Byrd Amendment,”
the duties collected as a result of a dumping case can be paid to the American companies
hurt by the dumping (China Accuses Corning..., 2004). Domestic furniture producers
claim that Byrd has nothing to do with their support for trade duties, despite the fact that
they would possibly make money from the situation. However, it does seem that if final
duties arc as low as 10 percent, the ratio between domestic and foreign production will
likely not be skewed; the only benefit to the domestic manufacturer would be monetary
supplements from the tariff.

In expression of their outrage with Vaughan-Bassett because of its support of

import duties, some retailers buying heavily from China have begun to wage a counter-
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attack against Vaughan-Bassett. Mr. Bassett has reported that at least 15 retailers across
the United States have already removed his products from their store or have stopped
ordering from his company, thus causing him to lose $8 million in orders (China Accuses
Corning..., 2004). It seems the domestic retailer is set to lose some amount of business
due to the tariff case, but it remains to be determined what the final outcome will be.
The Chinese manufacturers will undoubtedly suffer due to the application of a
protective tariff. Whether the Chinese are engaging in fair or unfair trade, all Chinese
manufacturers of wooden bedroom furniture will experience the effects of an import
duty. Lui Shande, a ﬁanager from Guangdong’s Jixiang Wood Products Co., said the
firm exports since it can sell its products at much higher prices than it can domestically in
China. The average profit for their exports is as great as 30 percent, but he feels the
Chinese will be hurt by a final decision in favor of a tariff because jobs will be lost in his
country (U.S. Fumniture Tariffs Benefit No One, 2004). It is the view of many China-
based plants that the tariff will cause unemployment in their nation and cause jobs to
move to other Asian nations who will remain unaffected by the import duties. Proof of
this idea has already been shown since the tariff investigation got underway. According
to the U.S. Census Bureau, in the first three months of 2004, Vietnam’s bedroom
furniture exports to the United States more than tripled from its rates in 2003, and
Brazilian furniture imports to the U.S. grew by 27 percent (China Accuses Corning...,
2004). It seems no party will benefit from the furniture tariff if U.S. jobs are not
increased, Chinese jobs are decreased, and production is moved to other low-cost
countries that are unable to produce the products at the same quality level that Chinese

manufacturing has reached.

41




Afterword

The waging battle of the domestic furniture manufacturers against Chinese
wooden bedroom furniture importers is one of vast significance for United States
industries and the economy as a whole, Whether this battle can truly have a winner or
loser is yet to be determined; nonetheless, the mere existence of this lawsuit may have a
tremendous impact on America. The furniture case is setting a precedent since it is the
largest suit that has been brought in the U.S. against any sector of Chinese imports, to
date. This case is being watched closely. Since the onset of the furniture investigation,
the Department of Commerce has been flooded with complaints of unfair trade practices
by China, complaints coming from producers of steel, semiconductors, paper products,
building materials, industrial castings, cookware, and brake drums (Cox, 2004). The
determinations from the suit will be used for reference in a wide array of domestic
manufacturing industries now and in the future.

The intent of this research was to answer questions concerning whether China was
illegally dumping wooden bedroom furniture into the United States, who is being
impacted by the actions of the Chinese versus who would be impacted by implementation
of the import tariff, and what should be done to efficiently rectify this situation, While

examining such questions numerous theories for how the current situation has evolved
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were offered. However, an extensive look at these inquiries seems to lead to a further
questioning of U.S. motives. The decision over the tariff and whether it is in fact
appropriate may lie in even deeper questions that the United States needs to face.

The first of these questions is this: Why are we supporting these tariffs? Is the
U.S. really seeking justice for domestic furniture manufacturers or is the current available
source being used simply to place some sort of penalty against Chinese manufacturing?
This is an area that is quite ambiguous to an onlooker of the case. The question of
whether this suit has been taken seriously because there is truly a problem in international
trade or because the domestic manufacturing companies are owned by people with a lot
of money and ties to important people remains to be answered. U.S. furniture
manufacturers claim nearly 35,000 domestic wood furniture production jobs have been
lost due to unfair competition from the Chinese (Engardio, 2004). It is interesting to
contemplate why the loss of jobs in the furniture industry has received so much attention
when this area of job loss represents such a small sector of the total amount of domestic
manufacturing jobs that have been lost in the past five years, A pivotal argument in the
entire case seems to be the job losses of the American worker, and yet it seems that what
is best for a blue-collar employee is cheaper imported goods. The director of the
Washington State Council on International Trade recently said,

The people who benefit most critically [from imports] are families at the lower

end of the wage scale who have school-age children and those elderly who must

live frugally...It is a cruel deception that on open system of free trade is not good

for working people. (Weidenbaum, 2001)

Although foreign competition may cause identifiable job loss in a particular industry, “it

is also a fact—that protectionist measures generally cost jobs in the economy as a whole.
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Unfortunately, those jobs are often not identifiable, and they tend not be to politically
visible” (Barfield and Makin, 1987).

A second question should be asked to the Department of Commerce, America’s
leaders, and the general public: Which are more important—the interests of domestic
manufacturing employees or the interests of domestic retailers and consumers? Although
this appears to be a trick question, it is the question that America has avoided and yet lies
at the root of this case. If the answer to this question is that neither one nor the other is
more important to the American economy, then what needs to be done is an evaluation of
both the furniture producing and retailing sectors of the economy. A determination needs
to be made concerning the most profitable decision for the overall well-being of the
United States economy.

In association with the previous question is another inquiry that must be
examined. Does the U.S. want to be a globalized marketplace or not? The reason as to
why this question is ﬁertinent lies in the definition of globalization. The Center for
Strategic and International Studies in Washington, D.C. defines globalization as an
ongoing process that more closely integrates the many local, regional, and national
markets for goods, services, capital and information (Weidenbaum, 2001). Globalization
entails multiple countries engaging in trade so that all parties are made better off by the
transactions. The purpose is to allow goods to be produced in the most cost-effective and
quality-assured geographic region, under the assumption that if this were done for all
products, the world as a whole would be able to maintain an optimal marketplace for all
mmvolved. The United States seems to be straddling the fence of globalization. Only

globalizing certain industries while preserving other jobs for its citizens whether it
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benefits consumers or not, is not ethical behavior for a nation that is seeking to create and
maintain a global marketplace. Protectionism is not beneficial to the United States
economy.
Further U.S. protectionism against imports will not bring our trade back in
balance, since it will only incite foreign retaliation against U.S. exports, leading to
a contraction of world trade. Nor will protectionism expand domestic
employment. Protecting uncompetitive industries from competition means
protecting inefficiency, postponing the pressure to modernize or shift resources to
more productive and competitive activities, preserving low-wage jobs instead of
creating higher-skilled and better paying jobs. Moreover, protectionism denies
the American consumer a free-market choice of products, and feeds domestic
inflation by “licensing” protected industries to raise prices at will. (Emrich, 1978)
Why would the U.S. want to bring all of these things upon its citizens in the name
of protection? It has also been found that the high wages for U.S. workers reflect high
U.S. productivity. Wages in the United States have typically been higher than respective
wages in the rest of the world since colonial days and yet in 92 out of 96 years from 1876
to 1971 the U.S. still sold more abroad than it bought (Mintz, 1973). The facts seem to
decrease the relevance of the idea that American trade may be suffering due to low-wage
competitors. Whether or not more thorough globalization would lead to higher rates of
United States unemployment is yet to be determined. However, the largest segment of
the U.S. economy is rooted in the services sector. Unemployment has a devastating
potential that cannot be ignored, but increases in unemployment may not be imminent. It
is possible the distribution of America’s industries is shifting to different types of
occupations, and this transformation may not cause harm to the American worker.
Evolution is the way of the world. 1t is very difficult for a nation to be a successful

innovator if it is keeping part of itself stuck in the past. Complete globalization is not

necessarily the solution in this situation, but the extent that the United States is willing to
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globalize should be determined before decisions of such world-wide importance are
made.

The current trade decision is not just about the furmiture industry. Only the
domestic furniture manufacturers and retailers are seeing this situation as being centered
around furniture. To our governmental leaders, this is an opportunity to determine how
all import situations will be handled, especially those involving China. This is not the
first time a dumping case has been brought against the PRC; rather, it is the largest case
to be brought against Chinese manufacturers and exporters thus far. This case will seta
precedent that will guide America in its future trade interactions. This will determine if
the country is going to cycle back to being a protective nation or if it will continue to be
open and work to accommodate all forms of international trade. This will forever change
the relationship between the United States and the People’s Republic of China—whether
it be in a positive or a negative manner. The proposed import duty on wooden bedroom
furniture is one to be taken seriously because it may be more influential than it seems on
the surface.

Once the tariff is officially set by the Department of Commerce, the effects of the
duty will hit exporters, importers, and retailers in both the Eastern and Western worlds.
Not until after these effects have saturated the United States markets will the outcomes of
this decision become fully recognizable. In the future researchers may be able to look at
statistics concerning United States imports from China and sales of U.S, retailers before
and after the 2004 tariffs and determine if there were either positive or a negative effects

on America’s employment or its economy because of these protective actions. The final
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decision concerning the tariff is yet to be made. Only time will tell which sectors of the

United States marketplace this decision will benefit, if it indeed benefits any of them.
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