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China Requests WTO Consult On Tires Safeguard, Launches AD Cases
_______________________________________________
Date: September 16, 2009 
The Chinese government this week requested formal World Trade Organization consultations with the U.S. on President Barack Obama’s Sept. 11 decision to institute a three-year safeguard import tariff on Chinese tires for light trucks and passenger vehicles. It also announced the launch of antidumping investigations in unconnected sectors, which observers portrayed as a retaliatory move.

In its formal Sept. 14 submission to the WTO in Geneva, China charges that the U.S. did not properly justify use of the tires safeguard as a China-specific import restriction under China’s protocol of accession to the WTO. For that reason, the imposition of higher tariffs on tire imports from China violates the most-favored nation rules outlined in Article 1 of the General Agreement on Tariffs and Trade (GATT), according to the Chinese submission.

China argues that the U.S. safeguard is inconsistent with China’s protocol of accession, which does allow for the imposition of safeguards in certain circumstances, because Chinese tire imports were not “increasing rapidly” and were not a “significant cause” of material injury or threat of material injury.

It also argues that U.S. domestic tire producers were not experiencing “market disruption” or “material injury,” pointing out that some producers publicly opposed the safeguard. For these reasons, China argues that the safeguard does not meet the requirements as outlined in Articles 16.1 and 16.4 of the protocol of accession.

China further argues that the safeguard fails to meet the test of Article 16.3 of the accession protocol because the restrictions are being imposed beyond the “extent necessary to prevent or remedy” the alleged market disruption. Similarly, it maintains that the three-year safeguard fails to meet the requirements of Article 16.6 because it is being imposed for a longer time than is “necessary to prevent or remedy” the alleged disruption.

“China believes that the above-mentioned measure by the U.S., which runs counter to relevant WTO rules, is a wrong practice abusing trade remedies,” according to a Sept. 14 statement issued by the Chinese Mission to the WTO. “China hopes that all sides will understand its determination to firmly fight against trade protectionism so as to commonly safeguard the multilateral trading system by respecting WTO rules.”

On Sept. 13, the Chinese Ministry of Commerce (MOFCOM) also announced that it was launching anti-dumping and anti-subsidy investigations into some unspecified U.S. automobile and chicken products.

A Chinese trade official on Sept. 14 declined to explicitly link China’s decision to initiate antidumping cases on poultry and automotive products to the U.S. decision to impose the tires safeguard, but made clear that Chinese trade policymakers did want to signal their U.S. counterparts that “for every job you save, you risk losing five more.”

He said the Chinese government’s “big worry” is that there will be a “chain reaction” of similar cases brought against imports from China. “So if the Chinese government does not respond in a way that sends a clear message to the U.S., a full-scale trade war could start very soon because other industries could appeal to the U.S. government for similar action,” the official said.

U.S. textile groups and the major union representing workers for U.S. garment producers are already mulling the possibility of filing for relief under Section 421 from Chinese apparel imports (see separate story). A decision to impose relief from tire imports would likely encourage these groups to move forward, sources have previously argued.

While highlighting the need for a swift Chinese response, the Chinese official also noted that “some observers” have argued that China’s reaction is a “restrained” one because automotive and poultry products do not involve as sensitive a U.S. export stake as other sectors like soya beans or airplanes.

The National Chicken Council (NCC) on Sept. 14 argued that China’s announcement of an antidumping investigation on U.S. exports is unjustified and directly linked to the tires safeguard.

“China’s announcement is obviously in direct retaliation for the U.S. action in putting tariffs on tires made in China,” according to an NCC statement.

The group also charges that chicken was targeted by China because China objects to a provision in a U.S. appropriations bill that could extend a ban on imports of processed chicken from China (see separate story). China has already requested formal consultations under the WTO on the ban.

The U.S. exported 436,544 metric tons of chicken, valued at $376 million, to China in the first seven months of 2009. In 2008, the U.S. exported 757,786 metric tons valued at $682 million, according to the statement.

In the automotive area, the U.S. exported 8,847 new passenger vehicles worth $251 million to China from January to July 2009, a 36 percent drop from the same period last year, according to U.S. International Trade Commission data. In all of 2008, the U.S. exported 26,263 new passenger cars valued at $682 million to China, the ITC statistics show.

Similarly, U.S. auto parts exports to China totaled $893 million in 2008, and were valued at $381 million for the January-June 2009 period, a drop of 23 percent from the same period in 2008.

The White House tires safeguard announcement falls short by roughly one third of the recommendations of the International Trade Commission (ITC), which had favored stronger relief from Chinese imports.

Effective Sept. 26, the U.S. will impose a tariff of 35 percent in the first year, followed by a 30 percent and 25 percent tariff respectively under Section 421 of U.S. trade law, according to the White House announcement.

The ITC recommended a three-year safeguard tariff starting at 55 percent in the first year, and then reduced to 45 and 35 percent respectively in the following two years. The United Steelworkers Union, which had filed the petition, last week had sought a hybrid quota and tariff approach after initially advocating a quantitative restraint remedy.

In its reaction statement, the USW acknowledged the difference but said it was optimistic about the impact of the safeguard tariffs. “Despite imposing a different remedy than recommended by the ITC, we are optimistic that the step taken by The President will provide real, effective relief,” USW International Vice President Tom Conway said.

Several trade analysts indicated that a 35 percent tariff should effectively cut off the import of Chinese tires, but they predicted that producers in other countries would take advantage of it rather than U.S.-based tire makers.

U.S. Trade Representative Ron Kirk said that the tariff was determined by the use of an economic model developed on an interagency basis that incorporated key characteristics of the global tire industry. Kirk said the safeguard announced by Obama makes good on his campaign promise to enforce U.S. trade laws.
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