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Introduction

Stuart Newman thanked the Commission team for permitting the Hearing and announced that rather than
speak on behalf of those present, each company would put forward its own comments. After a brief
notification that the investigation has the potential to affect a wide variety and high number of companies,
all attendees introduced themselves.

Confidentiality and pre-sampling

Stuart Newman then noted that he did not believe the “good cause” requirement within Article 19(1] of the
basic Regulation was met and that withholding the names of the complainants prevented independent
verification of the standing, injury and sample. In addition, he did not accept that Article 17 permitted the
Commission to make a pre-selection of the sample of EU producers and that since other EU producers were
given a very short period to request themselves as part of the sample, such action was tantamount to
allowing the complainants to select the sample. Arthur Braam accepted that the file was not completely
transparent but said that as much information as possible was made available on the non-confidential file.
He denied that the complainants had chosen the sample and noted that one company had pulled out
requiring a replacement to be chosen. He admitted that pre-selection had taken place but noted that this
was announced in the notice of initiation and parties were invited to comment. He also noted that the
Commission changed its practice to conduct a pre-selection roughly one year ago.

Price comparison

Henry Schaffers (Koopman) noted that the EU product was ready for the marketplace when it left the
factory whereas the imported product needed further work [designs, marketing, storage, etc.] which cost
extra. Therefore, it was not fair to compare the EU ex-factory price with the China product import price;
instead the two selling prices should be compared. He also noted that there is a difference in the price of
raw materials used by Chinese and EU producers and that China can produce a more diverse range of
products than EU producers.

Knud Holst said that the price and terms of delivery for the Chinese product is based on a production
method called "run out of the kiln" which is very different to the kind of business used by EU producers. EU
porcelain is described in a well prepared pricelist which is already classified at the saleable quality level;
mostly first choice (which is normal for the EU market]. This means there is no quality selection of goods
inside the Chinese comparison, to which the importer’s costs have to be added. Quality selections and all
preparations for the unlimited distribution inside the EU have to be brought and paid by the importer, if the
items are made for the contact and usage with food and beverage. Many EU regulations and member
states’ own standards have to be respected for the distribution in terms of consumer and environmental
protection.

In addition, all costs such as design (also design protection], freight inside his sales area, storage,
laboratory tests, Certificates of Conformity, membership for Global Trade Item Number (Barcodes),
membership for European Pallet Association, waste disposal and recycling of packing (Dual
System/Belland for Germany], membership in Trade associations and chambers of commerce (Germany
also Berufsgenossenschaft] and many others should be added to get to the same price as the EU product.
[A graphic showing the price composition is attached — precise accompanying data will provided by those
importers selected as part of the sample]

He also noted that that the mere physical presence of the Chinese product is not enough to make fair
comparison to the EU product. They need to be presented inside the different markets; all advertisements
and sales skills of the importers were hidden in the EU prices. Finally, he added that the actual catalogue
for Holst Porzellan 2012 comprised 258 pages requiring more than 19.000 photos. Companies such as
Rosenthal pay significant costs for large stands at Fairs and these costs are included in the high selling
price.
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Arthur Braam responded that the Commission was aware that sales were at a different level but needed
definitive data and requested that Holst provide such.

Ernst Wolf added that the questionnaire Metro was required to complete requested “ex-works” prices,
which in his opinion was incorrect; the price should at least include DDP (delivered duty paid). Arthur
Braam confirmed the Commission would make adjustments and requested that Metro provide detailed
datain order to avoid unfair comparison.

Yann Lohezic (Gingo Biloba) enquired whether the Commission takes account of the differences between
the EU and China in energy costs. Laurens Elsen confirmed that the Commission would be examining this
and would make adjustments.

Volume and variety

Yann Lohezic noted that Gingo Biloba sells a high volume of promotional products and therefore needed
the high production capacity that China could provide that the EU producers could not. The threat of duties
had already resulted in the decision that Gingo Biloba will not sell porcelain in 2013 but will have to change
to a different product entirely. This action will not help EU “ceramic” producers. Stuart Newman added that
many companies had ascertained that EU producers cannot meet EU consumers demand and would not be
able to fulfil orders if importers and retailers were to cease sourcing from China and instead source from
the EU. Carlo Tomasini said that Galileo had tried to find suppliers in the EU for 20 years without success
since EU producers are unable to meet the demand for the wide range of styles and shapes the EU
consumer wants.

Arthur Braam asked if any company present sourced from EU producers. A few replied in the affirmative
butonly at low volumes and at low prices.

Jan Gielen (Aerts) announced that the German product could be cheaper than the equivalent from China or
Romania but that the result would be standardisation. His company, and the EU consumer, needed a
variety of products. In this respect the EU producers cannot meet demand whereas the Chinese producers
can and for this reason an open market was necessary.

Marc Kriessler (Josef Maser) emphasised to the Commission that arguments should not be restricted to
price; China is able to produce a volume and variety that the EU cannot. As a result, whilst sourcing from
the EU would be preferably, it is simply not possible (Knud Holst supported him by reminding the
Commission that the reason for China’s superiority in this regard is experience; it has 1000 years, the EU
only 300 years.). He also noted that it is not easy to calculate prices on a long term basis as travel,
currency exchange rates and sea freight charges can change.

Product differences

Rolf Knaup said that even though Retsch were specialists, it was often difficult to see differences between
the EU and Chinese product. However, the German product goes through two firings in the kiln whereas the
Chinese product is mono-firing. In addition, China does on-glaze decoration whereas EU production uses
the in-glaze method which is more expensive. The real cost of plate production in Germany is lower than in
China but owing to higher post-production costs, the EU product ends up costing more (e.g. labour
accounted for 50% of the total cost].

Product classification

Marc Kriessler expressed his concern regarding the PCN codes assigned by the Commission to the
imported product. At a Hearing between the Commission and Josef Maser (accompanied by the FTA) on 16
March, the point was made that similar looking products could be priced at significantly different levels.
The example given was a non-round white plate which could cost 150 to 550 (indexed price). Assurances
were given at that time that such differences would be reflected in the PCN allocation. However, this is not
reflected in the PCN codes presented to Josef Maser in its questionnaire. Stuart Newman expressed some
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surprise at this, not least because of the assurances given at the Hearing of 16 March but also because the
need to ensure appropriate and precise allocation of PCN codes to provisionally similar products was
emphasised in the FTA’s submission to the Commission on 26 March. [Data to support these points are
attached]

Arthur Braam replied that it was difficult to cover everything in the PCN allocation and requested specific
information.

Injury to EU producers

Rolf Knaup suggested that after being protected by the quota on Chinese imports for many years, German
producers have progressively lost sales through competition within the EU. Knud Holst added that German
producers in particular have lost significant sales worldwide owing to their sell-out of German technologies
to previously small and lesser important porcelain factories in Thailand (Royal Porcelain], Tunisia (Tunisie
Porcelaine S.A.) Turkey (Kitahya Porselen Sanayi A.S. and GURAL PORSELEN), United Arab Emirates (RAK-
Porcelain) and Egypt (Egyptian German porcelain company]. These producers are now using German
machinery and technology and their quality is similar high to those of the German producer. These
factories now fulfil and clog their markets of the former German industry. France and North Africa is
dominated by Tunis Porcelain, the most important markets in the Middle East by RAK and the Turkish
factories. The largest tourist stronghold in Turkey uses almost exclusively (95%) domestic porcelain.
These factories have become so strong that they have bought well-known manufacturers of equivalent
goods in Germany (Mitterteich Porzellan), Spain (Irabia) and Greece (lonia) and so overtake many sales
areas with local brands. In addition, according to figures of the VKI [Verband der Keramischen Industie
e.V.) he obtained, the production capacity of the German tableware factories dropped down from 98.940
tonnes in 1970 to 40.700 tonnes in 2006 (i.e. more than 58%). A comparison between 1970 to 1995
proves that this trend had begun long before Chinese imports to the EU; between 1970 (98.940 tonnes)
German production fell to 62.899 tonnes in 1995 (i.e. 36.5% of their production capacity].

Christoph Fischer said that traditionally Germany was mainly a porcelain producer and lItaly a ceramic
producer. However, prices had become too high for many people to afford. This had a knock-on effect in
that the younger generation was not seeing such products and so were buying the low cost product. Rolf
Knaup added that the high-end EU product was not a product that consumers bought because it was
needed, but rather because it was liked.

Carlo Tomasini noted that despite the strong culture of production in Italy, in the last 10 to 15 years (i.e.
including the period when quotas were in place] most companies have converted their production to China
and are now importers. In his opinion, if anti-dumping duties are imposed those companies will not return
to production in Italy.

Profit and personnel losses

Henry Schéaffers noted that Koopman was not a big company but it sold a lot of porcelain and ceramic
products which involved a lot of personnel in the buying, marketing, warehousing (etc) departments. As
much as 30 persons jobs could be lost as Koopman could not bear anti-dumping duties in a market
segment that had certain price ranges (i.e. not all products were comparable). He estimated that profits
would be reduced by 8.5% to 9% and that losses would be heavier in the first year.

Christoph Fischer (Michael Fischer]) requested that the Commission paid particular attention to SMEs. The
situation of such companies was very fragile and even a small variation would be a disaster. It is very
difficult to increase prices by even a few percentage points, let alone 30%-50%, and that such a level of
duties force them to stop selling the product entirely. This would reduce the choice available to the
consumer and would have a serious effect on their turnover. In effect, it could Kill the company. Marc
Kriessler supported this argumentation noting that supply would not switch to EU producers and that SMEs
might have no chance to survive. Knud Holst noted that they supply 60% of social institutions (retirement
homes, schools, prisons) in Germany which can only be done with access to the low cost, Chinese product.
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Ernst Wolf informed that Metro Group is located in 17 Member States with 1020 stores and approximately
240.000 employees (300.000 worldwide). The product under investigation requires at least one person in
each of the Buying, Warehouse, Quality Assurance and Administration divisions and two for Selling in each
of the 1020 stores. The jobs of the 5623 employees dealing with the product under investigation will be
endangered in the event of anti-dumping duties. Arthur Braam responded that a more serious calculation
would be needed to support such a claim, especially since the level of duties was not known, and
alternatives such as sourcing from other suppliers or passing the cost to consumers should be examined.
Henry Schaffers rebutted that it was not possible to source elsewhere and that passing the cost to
consumers would be very difficult. Stuart Newman noted that Metro was a very large company and so any
personnel losses were likely to be correspondingly large. In addition, he reminded the Commission that
the original questionnaire passed to associations of importers and retailers at the start of the investigation
requested companies to estimate personnel loses if duties were imposed even though duty levels were,
obviously, not known. Therefore, it was reasonable for companies to make such estimates now.

Other effects of duties

Ernst Wolf highlighted the significant improvements to the working conditions in Chinese factories as a
result of the FTA’s social compliance initiative (BSCI) to which Metro is party. However, if duties are
imposed, Metro would be forced to stop its efforts in this regard. Henry Schaffers seconded this. Jan
Eggert noted that changing supplier was possible in principle but that it was very important to stay with
one’s normal supplier in order to continue the improvement of social conditions. Yann Lohezic noted that
pressure from “the west” was forcing this change but if the price of the product became too high as a result
of duties, progress would cease.

Other issues

Ernst Wolf mentioned that Commission demands in the questionnaire for data concerning import levels of
the product from China only did not take into account that many retailer buyers source a variety of
products from a variety of sources and do not always enquire the country of origin (only price and quality).
Therefore it is not always possible to ascertain the source of one particular product.

Luc Jennes (ISPS] noted that they needed long lead-in times and that the unpredictability concerning the
level and timing of duties could kill them. Ernst Wolf supported this argument strongly, in spite of it being a
significantly larger company. For them predictability was needed in order to make orders. Henry Schéffers
supported this point. Braam countered by saying it was not possible to announce to one party before
others and that duties would be at the lowest level to offset the injury caused to EU producers which in
principle would not affect the companies present but restore a level of fair trade. Stuart Newman reminded
the assembled that the issue was being discussed as part of the Commission’s exercise to modernise the
TDI system (to which the FTAis an active participant] and that such discussions would be dealt with better
in that forum.

Stuart Newman also enquired of the officials whether they were investigating the implications of the
investigation by the Bundeskartellamt of several German producers — as indicating in the FTA’s original
submission to the investigation. Laurens Elsen responded in the affirmative.

The Hearing was closed.
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