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A new legal challenge against Chinese
furniture imports may be in the offing,
but will it do anything to take the
squeeze off American manufacturers?

As Sonny and Cher would say, the
beat goes on in the war against
Chinese imports of wood bedroom
furniture.
The big anti-dumping investigation ended in late 2004, when
the U.S. Department of
Commerce announced punitive
duties. But Commerce recently
announced new duties on some
manufacturers and will continue
to review its findings periodically.
And the potential for a new legal
challenge against Chinese furniture imports looms on the horizon.
In 2003, a group of domestic
manufacturers formed the
American Furniture Manufacturers

Committee for Legal Trade. The
group petitioned the U.S. government regarding the import of lowpriced wood bedroom furniture
from China, claiming that it was
being “dumped” on the U.S. market. Dumping is deemed to occur
when the imported product is sold
here for less than its “fair value,”
which in practice is taken to mean
its cost of production.
Why would anyone be willing
to sell below cost? True believers of
the dumping doctrine say that foreign manufacturers do it in hopes
of driving domestic manufacturers
out of business and raising prices
when they’re gone. Of course, if
this had ever worked, prices of

numerous products would have
risen over the years as the
American economy opened itself
up to international trade. Precisely
the opposite has happened, and
imports are generally seen as helping hold down inflation in this
country. Moreover, there can be
perfectly good capitalist reasons to
charge different prices in different
markets, including the practice of
“pricing to market.”
No one’s saying that prices of
Chinese-made bedroom suites
aren’t quite low. And no one,
including the anti-dumping petitioners, fails to acknowledge
China’s low labor costs. But given
those two facts, isn’t China’s cheap
labor the most likely explanation
of the cheapness of Chinese furniture? It’s a stretch to blame it on a
convoluted plot by Chinese manufacturers to sell their products
below cost.
Appealing to an anti-dumping
process may be economically questionable, but it’s simple human
nature. Suppose you ran a drycleaning shop and were being
undercut by a low-price competitor. Suppose also that you just discovered that your town had an
ordinance prohibiting price competition among dry cleaners. You
could try to beat your competitor
on the basis of product or price,
but wouldn’t you be tempted to
use that ordinance to force your
competitor to raise his prices? It
might be bad economics, but it’d
be legal in your town. Well, the
anti-dumping process is also bad
economics, and it too is legal.
During the anti-dumping
investigation, the Department of
Commerce and the U.S.
International Trade Commission
concluded first that domestic manufacturers of wood bedroom furniture had been injured by Chinese
imports, and then that the injury
had been caused by dumping. No
one was surprised by this. The

U.S. government tends to find in
favor of anti-dumping petitioners.
The presumption is the opposite of
the American judicial system: an
importer is guilty of dumping until
it can prove its innocence.
The surprise came when
Commerce announced the antidumping duties, or ADDs, which
are the punitive tariffs that reflect
the degree to which dumping lowered prices. The average ADD was
only 6.65 percent. Domestic manufacturers had requested ADDs
ranging from 158 to 440 percent.
John Bassett, chairman of Vaughn-

No one, including the

anti-dumping petitioners, fails to
acknowledge China’s low labor costs.

Bassett and a leader of the petitioner group, noted recently that
the ADDs were “disappointing.”
Another industry figure said that
duties that low would be treated
merely as an added cost of doing
business.
The implication of the low
ADDs was that even by the
stacked-deck standards of the U.S.
government, dumping was a relatively minor factor. In other
words, China’s low wages really
were the bigger explanation of the
low prices.
In the first year of the duties,
Chinese imports of wood bedroom
furniture fell by about 15 percent.
But the difference was made up by
an increase in imports from
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Vietnam and other low-wage
countries. We squeezed the balloon in one place and it bulged
out somewhere else.
The process has done little to
help domestic furniture makers,
except that they’ve been able to
claim shares of the ADD revenues.
By law, the government had to
give these revenues to domestic
manufacturers, even those that
opposed the anti-dumping petition! Unfortunately for them all,
this law was repealed after the
World Trade Organization ruled
that it violated international-trade
rules.

As an emerging economy focused
on export-led growth, China does

indeed provide many forms of
assistance to its manufacturers.

This summer Commerce
announced the results of an
administrative review that allowed
certain Chinese manufacturers to
apply for lower ADDs. The review
covered roughly 18 months of
imports, from mid-2004 through
the end of 2005. Most manufacturers that were reviewed were able
to lower their duties. For example,
Fine Furniture Shanghai lowered
its rate to 1.97 percent. And a
group of manufacturers that had
previously received the highest rate
of 198 percent were able to reduce
that to 35 percent. But a few fared
less well. The Dare Group saw its
duty rise to nearly 49 percent.
Still, the net effect of the review
was to lower the average ADD
even further.
To be sure, the highest rate
was raised to 216 percent, but that
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rate applies mostly to companies
that didn’t cooperate with the U.S.
government. When the investigation began, those companies
accounted for only 20 percent of
all imports of wood bedroom furniture to the U.S., and now that
percentage is close to zero. Those
companies have either switched to
other product lines or are now
serving the growing Chinese
domestic market.
The next review is underway,
covering imports by nearly 100
companies during 2006.
Commerce has announced that
100 other Chinese manufacturers
will be exempted from the review
and that their ADDs will remain at
6.65 percent. (Earlier, the ADD of
major importer Lacquer Craft was
eliminated entirely.)
But there may soon be a new
legal challenge to Chinese imports.
In February, anti-dumping leader
John Bassett testified before
Congress to advocate for the imposition of countervailing duties, or
CVDs, against Chinese wood bedroom furniture. The theory of
CVDs is slightly different from
that of ADDs. CVDs are deemed
to be warranted when the government of the exporting country subsidizes and otherwise provides tangible financial support to producers
of the exported product.
As an emerging economy
focused on export-led growth,
China does indeed provide many
forms of assistance to its manufacturers. But if we’re going to be fair,
we have to admit that the U.S. is
hardly an innocent wallflower at
this party.
Governments at the federal,
state, and local levels all use tax
breaks and incentive grants to
encourage manufacturing and
exports.
But fairness aside, could CVDs
succeed where ADDs failed, and
provide relief to domestic furniture
manufacturers? Don’t count on it.
It’ll likely just start a new round of
balloon squeezing.
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• CORPORATE platinum
American Express
Establishment Services
Ashley Furniture Inds. Inc.
CitiFinancial Retail Services
ESCALATE Retail
• FurnishNet

GE Money
HSBC Retail Services
La-Z-Boy Inc.
• Bauhaus
• Hammary
• Kincaid

Sealy Inc.
Serta
Simmons
Spring Air Co.
Tropic Survival Adv. & Mktg.
Wells Fargo Financial Retail Services

Hickory Springs Mfg. Co.
Klaussner Furniture Inc.
Natuzzi Americas

The Sherwin-Williams Co.
Stainsafe
United Steel Storage Inc.

Kingsdown Inc.
Magnussen Home Furnishings Inc.
MGM Transport
Myriad Software

Palliser
Stainsafe
Universal Furniture International Inc.

• DIRECTOR gold
BDO Seidman, LLP
Broyhill Furniture
Flexsteel

• EXECUTIVE silver
ADVO Inc.
Bernhardt
Collezione Europa
Holland House

• ASSOCIATE bronze
American Drew
American Lighting
American Woodcrafters
Artistica
BA Merchant Services
Baker Furniture
Bassett Furniture Inds.
Berkline/Benchcraft LLC
Bernards Inc.
Best Chairs
Braxton Culler Inc.
Caperton Furnitureworks
Cargo Consolidation Services
Container Mktg.
Cory Home Delivery Service
Craftmaster Furn. Corp.
Cramco Inc.
Creative Business Decisions
Dalyn Rugs Co.
Davis International
Décor-Rest Furniture
DeFehr Furniture Ltd.
Drexel Heritage
Eagle Furniture
Emerald Home Furnishings
Englander Sleep Products

Fine Furniture Design
and Marketing LLC
Fisher Printing
Four Hands
Gefen Productions
Global Logistic Solutions LLC
Guardian Products
Guardsman/The Valspar Corp.
GuildCraft
Hancock & Moore
Harden Furniture Inc.
High Point Market Authority
Hillsdale Furniture
Home Furnishings
Insurance Group
Hooker Furniture Corp.
Horich Parks Lebow Advertising
Imtek Direct Marketing
InLite Corp.
Interlude Home Inc.
International Storage
Jaipur Rugs Inc.
Jofran, Inc.
JRM Sales & Management, Inc.
Julius M Feinblum
Real Estate Inc.
Kathy Ireland by Standard Furniture

King Hickory Furniture Co.
Klaussner Case Goods
La Barge
Lam Lee Group
Largo International Inc.
Lazar Inds. Inc.
Lea
LeatherTrend
Liberty Furniture
Life of the South
Lifestyle Enterprises
Linon Home Décor Products
Madison House Furniture
Mail America
Maitland-Smith Inc.
Market Vue Partners, LLC
Massoud Furniture Mfg. Co. Inc.
Mohawk Finishing Products Inc.
Norwalk Furniture
Orleans Furniture
PeopLoungers Inc.
Powell Company
Profitability Consulting Group
PROFITSystems
Progressive Furniture
RedPrairie Logistix

Riverside Furniture Corp.
Rose Hill
RouteView Technologies
Sam Moore Furniture Inds. Inc.
Sandberg Furniture
Sherrill Furniture Co.
Sligh Furniture
Stanley Furniture Co.
Steve Silver Co.
Stickley
Storis Management Systems
TruckSkin Fleet Graphic Solutions
Twin Star/Classic Flame
Tyler Retail Systems
UPS Logistics
Vanguard Furniture
Vaughan Furniture Co.
Woodland Furniture
Wynwood
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