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Goodmorning. My nameis Terry Stewart, and | would like to open today with some
brief remarks before our witnesses testify.

First, | want to express the USWQ@ appreciation for al of thehard work that thevarious
U.S. agendes have devoted to this case, fromthe USITC to USTR andtheentire Trade Policy
Staff Committee. The USW@E members produdng passenge vehicle and light trudk tires are
hemorrhaging from the market disruption caused by therapidly increasing imports from China
That isthereason for this case and why we are before you today.

Theonly issuebefore the TPSC iswhat actionis appropriate to remedy the market

disruption that has aready been foundto exist.



China Tires 421:

Role of the U.S. Trade Representative

“... 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 disruptionwith only two
limited exceptions 1) if, On extraordinary cases,Osuch action Qvould cause seriousharm to the
naiond security of the United States;Oor 2) if such action Gvould have an adverse impact onthe

United States econorry clearly greater than the benefits of such action O

China Tires 421:

Role of the U.S. Trade Representative

CE the President shall provide import relief for such
industry E unless the President determines that provision
of such relief is not in the national economic interest of
the United States or, in extraordinary cases, that the
taking of action E would cause serious harm to the
national security of the United States. O

Orhe President may determine E that providing import
relief is not in the national economic interest of the
United States only if the President finds that the taking of
such action would have an adverse impact on the United
States economy clearly greater than the benefits of such
action. O

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

Neither exception appliesin this case.
No onehas claimed that the nationd security exception applies.
Asfor thesecondexception, it is adoaumented fact on therecord in this case tha the

cog of clogng even onetire facility is close to $1 billionin thefirst year done No onecan



doaument cods fromrelief that come close to this amount, much less cods that are Qrlearly
greaterOthan this amount Moreover, nothingin the | TC determination would suppot such a
determindion. Even lookingjud at thedirect effectsinduded in thel TC remedy andysis, the

estimated cods are not @learly greaterOthan the direct benefits.

China Tires 421:

Adverse Impact not CClearly Greater Othan Direct Benefits

Direct Benefits Exceed Costs
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Onceindirect effects areinduded, such as benefitsto updream indudries tha supply tire makers
and themultiplier effects of plants and workers onthe communities in which they live, thetotal

ben€fit is more than twice as high as any cod.



China Tires 421:

Total Benefits of a Remedy Far Outweigh the Costs

Total Benefits Exceed Costs by 2 to 1
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Thus neather of thelimited statutory exceptionsapply in this case.
The Section 421 safeguard was designed to make relief available when market disruption
isfound. Now isthetimeto hona thewords of the statute and the intent of Congress when it

was enacted. Andthisisthecaseto doitin.

China Tires 421: China Tires 421:

I'ts History, Purpose, and Structure I ts History, Purpose, and Structure

“China agrees to a twelve year product -specific safeguard

provision, which ensures that the U.S. can take effective & we must make clear rules and procedures this and
action in case of increased imports from China which future Administrations will employ to implement the
cause market disruption in the United States. This strong import -safeguard protections that Charlene
applies to all industries, permits us to act on the lowest Barshefsky so able negotiated E. A @hina-specificO
showing of injury, and act specifically against imports safeguard that allows us to take measures focused
from China. ” directly on China in case of an import surge that
threatens a particular industry. This protection, which
“China will become a much more forceful competitor in remains in effect for 12 years after accession, provides
the future .... under this provision we will be able to for stronger and more targeted relief than our current
12 years after accession - to take action against import Section 201 law. O

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

legal threshold .... ” Testimony of Treasury Secretary

Lawrence Summers (2000)
Testimony of USTR Charlene Barshefsky (2000) 5



China Tires 421:

Its History, Purpose, and Structure

China Tires 421:

Its History, Purpose, and Structure

OChina 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 industrial policy measures, such as local
content, offsets, export performance, and forced
technology transfer requirements. These provisions were
sought to address the legitimate concerns raised by
industries and Members of Congress Democratic and

O{ The agreement} contains important safeguards under U.S. law, i ncluding
a special anti -surge provision to prevent China @ centrally -planned
production from spilling over into the U.S. market and gives aff ected U.S.
industries fair recourse in these circumstances. o

Congressman Charles Rangel (2000)

OE there could be harmful surges from China into the U.S. that wou Id hurt
our workers and hurt our producers ~ E. This specific provision as to surges
from China and handling them, is the strongest anti -surge provision that will
bein U.S. law. O

Congressman Sander Levin (2000)

Republican alike. The agreed provisions include special

5 £ . = - Orhe safeguard provision . . . is a very important feature of thi s bill. It
protections to guard against import surges from China. O

ensures that if shifts in trade patterns, following China @ entry into the world
trading system cause or threaten dislocations to American worker 55
businesses, and farmers, they will be able to obtain relief quic kly.O

Senator Max Baucus (2000)

Testimony of Commerce Secretary
William Daley (2000)

Section 421 represents a commitment by the Congess and the Administration tha
created it that relief will be provided when surges of imports from Chinadisrupttrade Dueto
widespread conaernstha admitting Chinato the WTO would create surges tha would harm U.S.
indugries and workers, Congress created a mechanism tha was intended to bereadily available
and applied vigoroudy. It was essential tha theba for imposngrelief unde the safeguard be
lower than that unde othe safeguad provisions such as Section 201. It was also important that
theremedies provided be speedy and be effective.

Thereason a specia tool, and adifferent standad, was needed jud for Chinaisthe
uniquenaure of its economy. While some arguetha because section421is styled a China
specific safeguad, thelaw is not aboutunfair trade practices, such arguments missthepoint. At
thetime of its accession, Chinahad a nonmarket econony tha did not opeate on a basis
congstent with WTO nomms. It was recognized that the necessary transtion processin China®
econony would take many years more, and during tha time destabilizing surges from China
could hurt indugries and workers in other counties. China@® economy continues to be highly

distorted today, and this case shows the damage that continues to result. Preventingthe



distortionsof the Chinese system from costing America jobswas theraison d@tre for section
421.

Such distortionsare well known and afew are doaumented in our submissionto USTR.
For example, in this case it was discovered tha, as a condition of onecompany@ license to
invest in a Chinese tire plant, the goveanment has required the company to export all thetiresit
produees at its plant for thefirst five years Bto thebeginning of 2013 Such mandaory export
requirements directly violate China@ WTO obligations and are the exact type of distortion
Congress and prior Administrationsviewed as requiring aspecial and quickly available remedy.
Such distortionsobvioudy contribute to the massive market disruption seen in this case B
induding therapid increase in imports from China And they are the exact reason why effective

and vigorousenforcement of section 421is so important.

China Tires 421:

Its History, Purpose, and Structure

Of the ITC makes an affirmative determination on market
disruption, there would be a presumption in favor of
providing relief. The presumption 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 action, or, in extraordinary cases, that
such action would cause serious harm to the national
security of the United States. O

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

Findly, | want to note that the USW suppots theremedy recommended by thel TC.
However, let me undescore theimperative need to adjud that recommendaion to the extent

USTR findsthere has been a build-up in inventories of imports prior to theimpostion of relief.



China Tires 421:

Remedy Must Address Efforts to Undermine Relief

Imports in July 2009 are  36.8% higher than the January to
April average; and 14% higher than the May to June average
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Source: US Customs Automated Manifest System import statistics

As President Gerard will explain in more detail, importers and Chinese producers have been
ramping up tire shipments since the case was filed, and especialy since the Commission madeits
affirmative deerminaion, in an effort to beat the clock and undeminethe effectiveness of any
relief. The421lremedy only appliesfor ashort period of time b3 years. It issmply
unaceptable that importers are jamming in volume ahead of the President@ decision to dilute
thelimited relief thestatute providesfor. Youhave theability, and | bdieve theobligaion, to
address such manipulative behavior and to ensureit is notrewarded by adjugding the remedy to
ensure it continues to provide effective relief in thefirst year of relief despite these effortsto
game the system.

In clogng, we are not asking for extraordinary favors or special treatmentin this case.
We are asking for thelaw to beenforced. The421safeguad was designed to remedy theharm

suffered by the domestic indugry and workers dueto China@ trangtioning econory.



China Tires 421

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

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

¥ This is the case. i

Our law has not been used to providerdief for thefirst two-thirds of its short twelve year agreed
timeframe. Now isthetimeto make goodonthe promise of thelaw, and thisisthecaseto doit
in. Recommend aremedy to the President congstent with the | TC@ recommendation adjusted to
countr the build-up in inventories undeway as Chinese producers and thar importerstry to beat
theclodk and reduce theremedy available to the USW, its members, other workersinthe UStire
indugry and the companies.

Thank you.



