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Abstract

Since November 2001 when China
acceded to the World Trade Organization,
Chinese products taking the advantage of
cheap labor have spread over the world



market. The trade relation of Chinawith the
other countries therefore has become tense.
Moreover, after the Textile and Clothing
Agreement of the WTO sunset at the end of
2004, China’s textiles products further
surged into the other countries’ market.
Talwan certainly was not immune from
such impact. Its traditional manufacturing
industry in such aflood of China’s cheap
products suffered even more. The local
towel manufacturing industry took the lead
in 2005 filing with the Ministry of
Economic Affairs for trade remedy, which
isatype of country-specific safeguard that
China agreed to the other WTO membersin
Section 16 of its Accession Protocol. In
2006, for the same industry, the Ministry of
Finance also self-initiated an anti-dumping
investigation pursuant to its authority.
Although Taiwan finished both proceedings,
it did not apply safeguards against
China-made towel. Instead it imposed an
anti-dumping duty with arate over 204% in
September 2006 for five years, which
started from June 1, 2006 .

There have been many comments on the
case, for example, some suspecting that
applying antidumping duty in lieu of
safeguards is simply because the Ministry of
Economic Affairs was afraid of China’s
retaliation, while some arguing that treating
China as a non-market economy in effect let
Chinese towel markers easily off the hook.
The Study from the legal perspective
analyzesthe WTO rules, including China’s
WTO Accession Protocol, and Taiwan’s
relevant regulationsin order to identify the
differences between Chinatransitional

product-specific safeguard (Article 16 of
China Accession Protocol) and antidumping
against a non-market economy, in terms of
(2) the conditions for application, (2) the
applicable measures, including the length of
application, the possibilities for renewal,
and (3) the requirements that need to be
fulfilled, such as adjustment plan for
gradual liberalization, compensation, and
prior consultation, etc. Through the above
analysis and discussion, the study assessed
the appropriateness of the way Taiwan’s
Administration deals with case.

In addition to the above comparison,
because (1) at the beginning of the
investigation, some alleged that towel
importers under-invoiced instead of dumped,
and on the other hand, (2) some criticized
price-undertaking, which was finally
allowed in this case, created loophole and
reduced the effect of the remedy, the Study
also explores the possible link between
antidumping and custom frauds as well as
how to effectively monitor
price-undertaking by enhancing cooperation
between the Customs and internal tax levy.

Given trade remedy isthe last resort,
the Study not only recommends the
approach in dealing with the call for trade
remedy against China’simportsin the
future, but also suggests factors taken into
account upon formulating industry policy.

Keywords. Chinatransitional
product-specific safeguards,
antidumping, non-market
economy, under-invoicing, price
undertaking.
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3" Agreement on Safeguards art. 7.
¥ Accession Protocol §16.6.

¥ Agreement on Safeguards art. 8.2.
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0" Agreement on Implementation of Article VI of the
General Agreement on Tariffs and Trade 1994 art.
4.1 (hereinafter ADA).

* Anderson & Lau, at 436.
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2" Accession Protocol §15(a)(ii), (d).
“ GATT Ad art. VI, para. 1.2.
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“ Accession Protocol §15(a)(ii).
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45,
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