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 Good morning.  My name is Terry Stewart, and I would like to open today with some 

brief remarks before our witnesses testify. 

 First, I want to express the USWÕs appreciation for all of the hard work that the various 

U.S. agencies have devoted to this case, from the USITC to USTR and the entire Trade Policy 

Staff Committee.  The USWÕs members producing passenger vehicle and light truck tires are 

hemorrhaging from the market disruption caused by the rapidly increasing imports from China.  

That is the reason for this case and why we are before you today. 

 The only issue before the TPSC is what action is appropriate to remedy the market 

disruption that has already been found to exist.   
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1

Ch in a Ti r es 4 2 1 :
Ro le  o f  t he  U.S. Tr ade  Repr esen t a t ive

“… the Trade Representative, taking into 
account the views and evidence received …
shall make a recommendation to the 
President concerning what action, if any, to 
take to prevent or remedy the market 
disruption. ”

19 U.S.C. Sec. 2451(h)(2)

 

The statute directs that appropriate action be taken to remedy such disruption with only two 

limited exceptions: 1) if, Òin extraordinary cases,Ó such action Òwould cause serious harm to the 

national security of the United States;Ó or 2) if such action Òwould have an adverse impact on the 

United States economy clearly greater than the benefits of such action.Ó   

2

Ch in a Ti r es 4 2 1 :
Ro le  o f  t he  U.S. Tr ade  Repr esen t a t ive

ÒÉ the President  shall provide import  relief for such 
indust ry É unless the President  determines that  provision 
of such relief is not  in the nat ional economic interest  of 
the United States or, in ext raordinary cases, that  the 
taking of act ion É would cause serious harm to the 
nat ional security of the United States. Ó

ÒThe President  may determine É that  providing import  
relief is not  in the nat ional economic interest  of the 
United States only if the President  finds that  the taking of 
such act ion would have an adverse impact  on the United 
States economy clearly greater than the benefits of such 
act ion. Ó

19 U.S.C. Sec. 2451(k)

 

Neither exception applies in this case. 

 No one has claimed that the national security exception applies.   

 As for the second exception, it is a documented fact on the record in this case that the 

cost of closing even one tire facility is close to $1 billion in the first year alone.  No one can 
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document costs from relief that come close to this amount, much less costs that are Òclearly 

greaterÓ than this amount.  Moreover, nothing in the ITC determination would support such a 

determination.  Even looking just at the direct effects included in the ITC remedy analysis, the 

estimated costs are not Òclearly greaterÓ than the direct benefits.   

3

Ch in a Ti r es 4 2 1 :
Adver se  I m pact  no t  ÒClea r ly  Gr ea t e r Ó t han  Dir ect  Bene f i t s

Source: ITC Staff Analysis of Estimated Effects of the Remedy (h igher bound estimate)

Even including only the direct 

benefits included in the ITC 

analysis, the adverse impacts 

of relief are not “clearly 

greater ” than the benefits.  

The average of the lower 

bound and higher bound 

estimates of net benefits is a 

net positive benefit
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Once indirect effects are included, such as benefits to upstream industries that supply tire makers 

and the multiplier effects of plants and workers on the communities in which they live, the total 

benefit is more than twice as high as any cost.   
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4

Ch in a Ti r es 4 2 1 :
To t a l Bene f i t s o f  a  Rem edy  Fa r  Ou t w e igh  t he  Cost s

Source: ITC Staff Analysis of Estimated Effects of the Remedy (h igher bound estimate); 

Economic Consulting Service Analysis for USW 

Once benefits to tire industry 

suppliers and tire plant 

communities are taken into 

account, the total economic 

benefit of implementing the 

ITC ’s recommended tariff 

remedy in the first year 

greatly exceeds the estimated 

costs to consumers. 

These total benefits are two -

and-a-half times greater than 

the costs. 0
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Thus, neither of the limited statutory exceptions apply in this case. 

 The Section 421 safeguard was designed to make relief available when market disruption 

is found.  Now is the time to honor the words of the statute and the intent of Congress when it 

was enacted.  And this is the case to do it in. 

5

Ch in a Ti r es 4 2 1 :
I t s Hist o r y ,  Pu r pose , and  St r uct u r e

“China agrees to a twelve year product -specific safeguard 

provision, which ensures that the U.S. can take effective 

action in case of increased imports from China which 
cause market disruption in the United States.  This 

applies to all industries, permits us to act on the lowest 

showing of injury, and act specifically against imports 

from China. ”

“China will become a much more forceful competitor in 

the future .... under this provision we will be able to for 
12 years after accession – to take action against import 

surges .... A market disruption standard is a very low 

legal threshold .... ”

Testimony of USTR Charlene Barshefsky (2000)
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Ch in a Ti r es 4 2 1 :
I t s Hist o r y ,  Pu r pose , and  St r uct u r e

ÒÉ we must  make clear rules and procedures this and 
future Administ rat ions will employ to implement  the 
st rong import -safeguard protect ions that  Charlene 
Barshefsky so able negot iated É . A ÔChina -specific Õ
safeguard that  allows us to take measures focused 
direct ly on China in case of an import  surge that  
threatens a part icular indust ry.  This protect ion, which 
remains in effect  for 12 years after accession, provides 
st ronger and more targeted relief than our current  
Sect ion 201 law. Ó

Test imony of Treasury Secretary 
Lawrence Summers (2000)

 



 5 

7

China Tires 421:
Its History, Purpose, and Structure

ÒChina has agreed to a number of provisions that  go to 
the core of the closed Chinese economy . . . These 
special provisions address issues raised by the high 
degree of government  involvement  in the Chinese 
economy and by indust rial policy measures, such as local 
content , offsets, export  performance, and forced 
technology t ransfer requirements.  These provisions were 
sought  to address the legit imate concerns raised by 
indust ries and Members of Congress Democrat ic and 
Republican alike.  The agreed provisions include special 
protect ions to guard against  import  surges from China. Ó

Test imony of Commerce Secretary 
William Daley (2000)

 
8

Ch in a Ti r es 4 2 1 :
I t s Hist o r y ,  Pu r pose , and  St r uct u r e

Ò{ The agreem ent}  contains im portant  safeguards under U.S.  law,  i ncluding 
a special ant i - surge prov ision to prevent  China Õs centrally -planned 
product ion from  spilling over into the U.S.  m arket  and gives aff ected U.S.  
industries fair recourse in these circum stances. Ó

Congressm an Charles Rangel (2000)

ÒÉ there could be harm ful surges from  China into the U.S.  that  wou ld hurt  
our workers and hurt  our producers É .  This specific prov ision as to surges 
from  China and handling them , is the st rongest  ant i - surge prov ision that  w ill 
be in U.S.  law. Ó

Congressm an Sander Lev in (2000)

ÒThe safeguard prov ision .  .  .  is a very  im portant  feature of thi s bill.   I t  
ensures that  if shifts in t rade pat terns,  follow ing China Õs entry  into the world 
t rading system  cause or threaten dislocat ions to Am erican worker s,  
businesses,  and farm ers,  they w ill be able to obtain relief quic k ly . Ó

Senator Max Baucus (2000)  

 

 Section 421 represents a commitment by the Congress and the Administration that 

created it that relief will be provided when surges of imports from China disrupt trade.  Due to 

widespread concerns that admitting China to the WTO would create surges that would harm U.S. 

industries and workers, Congress created a mechanism that was intended to be readily available 

and applied vigorously.  It was essential that the bar for imposing relief under the safeguard be 

lower than that under other safeguard provisions, such as Section 201.  It was also important that 

the remedies provided be speedy and be effective. 

 The reason a special tool, and a different standard, was needed just for China is the 

unique nature of its economy.  While some argue that because section 421 is styled a China-

specific safeguard, the law is not about unfair trade practices, such arguments miss the point.  At 

the time of its accession, China had a non-market economy that did not operate on a basis 

consistent with WTO norms.  It was recognized that the necessary transition process in ChinaÕs 

economy would take many years more, and during that time destabilizing surges from China 

could hurt industries and workers in other countries.  ChinaÕs economy continues to be highly 

distorted today, and this case shows the damage that continues to result.  Preventing the 
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distortions of the Chinese system from costing America jobs was the raison dÕetre for section 

421.   

 Such distortions are well known and a few are documented in our submission to USTR.  

For example, in this case it was discovered that, as a condition of one companyÕs license to 

invest in a Chinese tire plant, the government has required the company to export all the tires it 

produces at its plant for the first five years Ð to the beginning of 2013.  Such mandatory export 

requirements directly violate ChinaÕs WTO obligations and are the exact type of distortion 

Congress and prior Administrations viewed as requiring a special and quickly available remedy.  

Such distortions obviously contribute to the massive market disruption seen in this case Ð 

including the rapid increase in imports from China.  And they are the exact reason why effective 

and vigorous enforcement of section 421 is so important.   

9

Ch in a Ti r es 4 2 1 :
I t s Hist o r y ,  Pu r pose , and  St r uct u r e

ÒI f the ITC makes an affirmat ive determinat ion on market  
disrupt ion, there would be a presumpt ion in favor of 
providing relief.  The presumpt ion can be overcome only 
if the President  finds that  providing relief would have an 
adverse impact  on the United States clearly greater than 
the benefit  of such act ion, or, in ext raordinary cases, that  
such act ion would cause serious harm to the nat ional 
security of the United States. Ó

H.R. Rep. 106 -332, 106 th Cong., 2d Sess. at  18 (2000)

 

 Finally, I want to note that the USW supports the remedy recommended by the ITC.  

However, let me underscore the imperative need to adjust that recommendation to the extent 

USTR finds there has been a build-up in inventories of imports prior to the imposition of relief.  
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Imports in July 2009 are 36.8% higher than the January to 

April average; and 14% higher than the May to June average

Source:  US Customs Automated Manifest System import statistics

Petition filed 

April 20, 2009

China Tires 421:
Remedy Must Address Efforts to Undermine Relief

ITC Vote

June 18, 2009

 

As President Gerard will explain in more detail, importers and Chinese producers have been 

ramping up tire shipments since the case was filed, and especially since the Commission made its 

affirmative determination, in an effort to beat the clock and undermine the effectiveness of any 

relief.  The 421 remedy only applies for a short period of time Ð 3 years.  It is simply 

unacceptable that importers are jamming in volume ahead of the PresidentÕs decision to dilute 

the limited relief the statute provides for.  You have the ability, and I believe the obligation, to 

address such manipulative behavior and to ensure it is not rewarded by adjusting the remedy to 

ensure it continues to provide effective relief in the first year of relief despite these efforts to 

game the system. 

 In closing, we are not asking for extraordinary favors or special treatment in this case.  

We are asking for the law to be enforced.  The 421 safeguard was designed to remedy the harm 

suffered by the domestic industry and workers due to ChinaÕs transitioning economy.   



 8 

11

Ch in a Ti r es 4 2 1

¥ Section 421 has lain dormant for two -
thirds of its lifespan.

¥ Now is the t ime to use the rights the 
U.S. negotiated and provide the relief 
producers and workers were 
promised.

¥ This is the case.
 

Our law has not been used to provide relief for the first two-thirds of its short twelve year agreed 

timeframe.  Now is the time to make good on the promise of the law, and this is the case to do it 

in.  Recommend a remedy to the President consistent with the ITCÕs recommendation adjusted to 

counter the build-up in inventories underway as Chinese producers and their importers try to beat 

the clock and reduce the remedy available to the USW, its members, other workers in the US tire 

industry and the companies. 

 Thank you. 

  


