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Joe Everline, 50, a worker at Luke Paper in Luke, Md., labels paper reels. The company employs about 1,000 workers.  
 

The Bush administration, in a major escalation of trade pressure on China, said Friday that it 

would reverse more than 20 years of American policy and impose potentially steep tariffs on 

Chinese manufactured goods on the ground that China is illegally subsidizing some of its 

exports. 

 

The action, announced by Commerce Secretary Carlos M. Gutierrez, signaled a tougher 

approach to China at a time when the administration‟s campaign of quiet diplomacy by 

Treasury Secretary Henry M. Paulson Jr. has produced few results. 

 

The step also reflected the shift in trade politics since Democrats took control of Congress. The 

widening American trade deficit with China, which reached a record $232.5 billion last year, or 

about a third of the entire trade gap, has been seized upon by Democrats as a symbol of past 

policy failures that have led to the loss of hundreds of thousands of jobs. 

 

Mr. Gutierrez‟s announcement has the immediate effect of imposing duties on two Chinese 

makers of high-gloss paper, one at 10.9 percent and the other 20.4 percent, calculated by 

adding up the supposedly illegal subsidies.  

 

But trade and industry officials say future actions based on the department‟s new policy could 

lead to duties on imports of Chinese steel, plastics, machinery, textiles and many other 

products sold in the United States, if as expected those industries seek relief and the 

department finds that they are harmed by illegal subsidies. 

 

Indeed, industry and administration officials say that they chose the high-quality paper 

industry last year to serve as a test case for a sweeping revision of the administration‟s 

previous policies, which did not allow for antisubsidy duties for Communist or other nonmarket 

economies. 

 

Mr. Gutierrez said that the administration‟s step was based on careful study of Chinese subsidy 

practices and was being carried out irrespective of any pressure from Congress. 

 

“This is simply an application of our law,” he declared. “The message that we have been 

sending all along to all of our trading partners is that we want fair trade and that we will use 

every tool at our disposal to guarantee that our workers and our companies have a level 

playing field.” 

 



A spokesman at the Embassy of China, Chu Maoming, said in Washington that China expressed 

“strong objection” to the Commerce Department announcement, which he said sets a bad 

precedent that could damage China-United States relations. 

 

“The Chinese side strongly urges the U.S. side to reconsider the decision and reverse it as 

soon as possible,” he said. 

 

The stock market at first reacted negatively to the news, on fears that a trade war with China 

could erupt, harming the dollar as well as stocks of companies that rely on trade with China. 

But stocks later recovered, ending the day barely changed.  

 

Beyond seeking a review of the new policy in coming months, China is expected to challenge it 

in federal court and also at the World Trade Organization, but not through imposing tariffs of 

its own on American goods, according to lawyers who have been representing China in the 

dispute. 

 

Under W.T.O. rules, China must seek recourse through the courts or the W.T.O.‟s adjudication 

process if it hopes to get the new tariffs declared illegal. 

 

Democrats in Congress hailed the announcement by Mr. Gutierrez but said they would 

continue their efforts to force a tougher policy on China through various pieces of legislation. 

Many Democrats won their elections last fall in part by advocating a tougher policy on trade 

with China and other countries where labor and material costs are much lower than those in 

the United States.  

 

Some lawmakers also complain bitterly that China unfairly ties its currency to the dollar, which 

aggravates the trade imbalance by making exports to America cheaper and imports to China 

more expensive. But American officials say there is no thought being given to citing currency 

policies as a form of subsidy that would bring about import duties.  

 

“This is a long-overdue change in policy,” said Sander M. Levin, a Michigan Democrat who is 

chairman of the trade subcommittee of the House Ways and Means Committee.  

 

He said that lawmakers would nonetheless press for sweeping legislation calling for tougher 

actions against American trading partners deemed to be engaged in unfair practices. He also 

said that he would try to enact legislation codifying the new administration policy in case the 

courts overturn it. 

The Commerce Department decision affects Chinese manufacturers of the kind of high-gloss 

paper used for brochures, catalogs, annual reports, movie posters and the like. At present, 

imports account for only 5 percent of the domestic market, but American manufacturers fear 

that imports are underpricing what they can produce and could wipe out the industry in a 

matter of years. 

 

The department responded to a complaint by the NewPage Corporation, the largest producer of 

high-quality paper in the United States. 

 

The NewPage complaint was backed in separate filings by leaders of several industries, 

including steel. The ruling on Friday was hailed by several groups critical of current trade 

policies, from manufacturers to labor unions to environmental groups, none of which have 

been very complimentary toward the administration on these issues in the past. 

 

“This is an important day for the thousands of paper workers throughout the United States,” 

said Leo W. Gerard, president of the United Steelworkers of America, whose union represents 

paper workers. “The message to foreign governments is, „Stop providing unfair subsidies to 

your exporters.‟ ” 

 

John Engler, a former governor of Michigan who is now president of the National Association of 

Manufacturers, said the announcement was “great news and an important step toward 

balanced trade with China.” 



 

But the president of a company that serves as the American marketing arm of the Chinese 

paper industry warned that the ruling would lead to higher costs for American consumers. 

“What we are hearing from paper buyers is that because of high American prices, they have no 

choice but to buy paper offshore,” said Tom Vendetti, president of China Paper Holdings. 

 

The paper case has been closely watched for months in trade circles, where the rules on 

subsidies and duties are somewhat arcane. American law allows the United States to impose 

what are called antidumping duties when imports are sold in the United States at prices below 

what it costs to produce them. 

 

But these antidumping duties tend to be small compared with duties imposed for illegal 

subsidies when they are employed by trading partners with free market economies. Since the 

1980s, the United States has barred antisubsidy duties in Communist or nonmarket 

economies. 

 

The rationale has been that it is impossible to determine what a subsidy is in a state-controlled 

economy, and that government-run businesses in China did not make marketing decisions 

based on their subsidies because they were merely told what to do by the authorities. 

 

Today, that reasoning is regarded as out-of-date as China has moved from a faltering economy 

two decades ago to an export superpower with sophisticated marketing and manufacturing 

techniques and a determination to find jobs for hundreds of millions of poor Chinese. 

 

“The China of today is not the China of years ago,” Mr. Gutierrez said. “Just as China has 

evolved, so has the range of our tools to make sure Americans are treated fairly.” 

 

Although the tariffs imposed by the decision today are effective immediately, the action is 

subject to review by the Commerce Department, and a formal decision is due in October. But 

the administration‟s position is not expected to change unless it is ordered to do so by a court 

or by the World Trade Organization.  

 

The decision, however, is certain to become a focus of talks in the “strategic economic 

dialogue” begun by Mr. Paulson last September. The first meeting of top Chinese and American 

cabinet members to discuss a range of economic issues was in December, and another is due 

in Washington in May. 

 

Mr. Paulson‟s effort is aimed at getting China to move on a number of issues, including the 

suspected manipulation of its currency, that Washington regards as unfair. 
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