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Dcar Ms, Kubibacl:

The American Forest & Paper Association {AF& PA)Y appreciiles this opportunity Lo
provide commments o the application of the countervarling duty law to nnpoerts rom the People’s
Republic of Chinag pursuant fo Fedesad Regdister nolice Vol 71 No. 245 {Decamber 15, 2006).
AF&PA s the national trade association of the Torest, pulp, paper. paperboard and wood
proddiacts industry, The ferest and paper products nubustey acvounts Tor more thian 7 percent off
tatt) UL, manufactuniag output and ranks amaong: the top ten manulaciurmg employers 42
slatus,

AF&EPA stronely bedivves that the LES. Department of Corameree (“Comimerce”™) shoudd
nal conbinue o exempl Clana and other countries desipnaled as non-markel econmmes
CNMEPRY) rom coverage nnder ome of the most important rade lows, the countervalimg duly
law {“CW 1) which offosets subsidy practicocs by VLS, trading partaers, China has an enormous
tricle surplus with the Unsted States {approximatcly $225 bilion i 20006}, o trade surplus which
1w prowing, TLS, companies and workers should be permitted 1o wse all Tegal remedies to address
any unfair trade practices, includimp povernmient subsidies. There 15 ne roason, i light of WTO
rules or EL5, Taw [or Commeree o continue o exempt Ching Srom coverage omder the 1S,
cotntervailing duty law. In foct, U5 Jaw and the riles of the WO clearly contemplate
covering Cluna under the CVIY law,

WO Rules
WTO rales permil the United States to apply CVIDs to non-market cconomies NMEs
such as Cluna. The WO Subsidics and Counlervacling Measures Agreement (USCM

Agreement’) allows the impaosition of CVDs on subsidized imports under specified
circutnstances and does not exempt unpons from an NME country, In the absence of any
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thstinction belween market cconomics and NMTs, the SCM Aprcemoent plainly applies w both
types of cconomics,

The lack of any distinetion betweet China and olher W0 members in the application of
CVD remedivs 1s maude elear by China's Protocol of Accession fo the WTO mn lawe 2001, o
Article 15 of the Protocal, China agrecd to subject Chincsc-origin poods tmported into o W10
momber country to OV 0 remedics. This 1s not prenused on the ides that Ching has achieved the
stalis of g marketl ceonomy country. [FChina was nol sulyect 16 OV remedics wuder the SOM
Agreement, there is no way that it wounld have negotiated the nclusion of this provision in the
Protocol ol Accession,

The absence of any W IO impediment o i UV case apainst nnpors from Ching is meude
clewr by thwe fuct that other WO member countries, for exumple Canada, have condneted UV
investigalions of imporls rom China and have imposed CV) 3,

LS. Law

Commerce's authorty Lo apply OV1x 1o mports (rom Chin is not Hntted by
Cicorgeiown sleel Comp, v, Uniled Stues, 8O0 TF.2d 1308 {Fed. Cir 1986). The court Tiwdd in tha
cuse that, wder g now-repecaled UV law (section 303 of the 'LartiT Act of 19300, Commerce
was not roquired 1o conduct i CVD investigation wilh respecl 1o gomds from an NME country,
The court dicd pot hold that the statute compelled Commeres 1o adept s curretit policy or that 11
cannot change us policy and apply CVDs 10 NME countrics,

A number of sienibcant chinges have occurrod simce Cleergetown Steel to call fora
chanpe i Commeree’s policy, The slawte applied by Commerce is differem frow that ol issae
in Cienrgetown Steed. The current law, which was coacted tu iuplonent LS, oblisations under
the WO SCM Agreement, does nel differenbiale between mirket economies ind NMWs, Tn
wordig that is nearly identical W the SCM, the U8, law provides for the imposition of {'VDs
withoul hmintng their application to any particular set of counlrivs or any type ol foreign
cconomy. i [act, the statite nowhere mentions NME conntries generadly or Ching in particular,
The law also broadly defines a countervailable subsidy i teems of conlerring cerlain types of
henefits on producers in he Torcign country. This defimtion is not conlined to activities that can
be enpaped 1n only by the government of 3§ market ceonony.

[1n aduptling s curreit policy in the mid- [980s, Commerce regsoncd that, in markcet
ceonomy countries, markets generate prices that can be used 1o meusure the impact of
governmenl subsidies, [ further reasened that in an NWE country, govemmoent intervention in
the coonmmmy is so pervasive that it is not pessible 1o find meaningfud benchmarks for
subsidizatian. This conclusion, however, was made in a dilferent context than applics loday with
respeet to China. The Eastern European economics at issuc it (Feorgetoun Stee! were fully
cenlrally planned and their trade with the Uniled States was limited. That is not truc today with
respeet 1o China and its impact on U5 trade and the ceonumy,
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The Chinese Economy

China’s economy has been in lransition for many years. Because of economic reforms
adopted since the mid-1980s, central planning is far less pervasive in controlling investment,
production, and pocing. As a resull, valid and measurable subsidy benchmarks should be
availgble to a far greater extent than contemplated at the time Commerce’s policy was adapted.

In addition, many Chingse companies are now publicly traded. As a result, they are
reguired to meet financial reporting requirements thit provide sigmificant economic and financial
data that are available to Commerce,

The Antidumpinge Law

Applying remedies under the ULS, antidumping law -- the only recourse avinlable 1o
domestic industries today in the case of unfuirly traded imports from China -- does nothing to
address subsidies enjoyed by Chinese manulacturers and exporters. Antidumping dutics do not
aldress the underlying problem of government subsidies. Even when antidumping duties are
imposed against individual Nirms, they cannot compel the Chinese Gaveriment to reform its
subsidy practices and remove the injury o ULS, producers.

Conclusion

AF&PA recommends that Commerce change its current practice and apply CVD law to
China and other WMEs. The adverse impact on LS. manufacturers ol suhsidized imporis must
he addressed under the CVD law regardless of whether they originate in 0 markel economy or an
NME.

AF&PA appreciues (his opporiunily 1o provide comments on this important i1ssue.
Please do not hesitate to contact us for further information regarding this submission.

Sincerely,

Reak bty —

acob Handelsman
Senior Dircetor, International Trade



