China anger over EU shoe ruling 

China has reacted angrily to a European Union plan to slap anti-dumping duties on imports of Chinese-made shoes. 
Beijing said the measures, due to come into force from April, were groundless and "smacked of protectionism". 

EU Trade Commissioner Peter Mandelson said on Thursday that punitive duties would be imposed on leather footwear imported from China and Vietnam.  The EU said it had found evidence that suppliers from both countries were dumping footwear on EU markets. 

The duties, which are due be introduced between 7 April and 15 September, will be up to 19.4% for imports of Chinese-made shoes and 16.8% for shoes made in Vietnam. 

China denied allegations that it was dumping shoes, adding that the EU duties would be a breach of global free trade principles.  "This smacks of protectionism and is completely out of line with the overall trend of free trade represented by the (World Trade Organization) Doha Round," Chinese Commerce Ministry spokesman Chong Quan said. 

Mr Chong said China's leather shoe industry was one of the country's most market-orientated, with 98% of the sector owned by private firms.  "It's well known that shoemaking is a labour-intensive industry, and China, with its low labour costs, has a comparative advantage in this industry," he said. 

Mr Mandelson said on Thursday that the EU measures were designed to deal with "disguised subsidies" and "state-supported dumping".  "We are not targeting China and Vietnam's natural advantages, we are targeting anti-competitive behaviour," Mr Mandelson said. 

Imports of Chinese leather shoes into Europe rose by 320% in the year to March 2005, while those from Vietnam gained by 700%, an EU official said earlier in the week. 

China's trade relations with key Western partners have become increasingly strained recently.  US trade representative Rob Portman said earlier this month that the US was readjusting its view towards the Asian economic powerhouse.  He announced the setting up a task force to monitor China's trade policies. Critics in Washington have accused Beijing of engaging in unfair trade practices. 

China responded by warning that the possible threat of US trade sanctions would damage both countries. 

Story from BBC NEWS:
http://news.bbc.co.uk/go/pr/fr/-/1/hi/business/4747068.stm
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	TO CALL Peter Mandelson a political animal might seem merely accurate reporting, if so obvious as to be redundant. But in his job as Europe’s Trade Commissioner he is letting politics dominate economics so much that it begins to disqualify him for the job. 

Yesterday he formally opened the “shoe wars” between the EU and China and Vietnam by publishing a list of the quotas he recommends on imports of their footwear. He is doing exactly what Italian shoemakers want him to do (and the quotas may take effect two days before Italy’s elections). 

But shoes on the high street will immediately be more expensive. He will do nothing for Italian shoemakers by shielding them briefly from the competition they have failed to match. With this one move he has given Europe’s trade policy a powerfully protectionist tone that may influence future decisions for the worse and undermine Europe in the Doha world trade talks. Under Mandelson’s plan a four-stage tariff would be slapped on Chinese leather shoes. The levy would begin at nearly 5 per cent from April 7 and rise to almost 20 per cent in September. Vietnamese imports will suffer slightly lower levies. The EU’s 25 members will decide next month whether to adopt the plan. 

This is a perfect echo of the “bra wars”. The EU lifted quotas on Chinese imports of clothes and shoes in January 2005 and they flooded in. Chinese shoe imports rose by more than three times in the first nine months of last year compared with the same period in 2004 before the quotas were lifted. 

The small leatherworkers of Italy and France believe this torrent means annihilation even though they had a decade’s warning of the end of quotas last year. About 30 manufacturers have complained to the Commission. 

Mandelson certainly does not want a repeat of the humiliation of the bra wars. Clothes, already ordered by European shops, piled up at the docks because the quotas had been filled. This time he has chosen levies, not quotas, to avoid that problem. 

But his reasoning appears to owe more to politics than to economics. The report does offer some economic claims. It argues that there is evidence of “dumping” and subsidies by China and Vietnam which amount to unfair competition. 

Peter Power, his spokesman, said this week that support included “cheap finance, non-market land rent, tax breaks and improper asset valuation”. 

Perhaps. But this is murky territory. The Commission cannot be faulted on ambition for declaring that it can find financial details of the Chinese economy with enough solidity to make this judgment. But China and Vietnam can easily challenge the analysis — and at great length, and expense. They say that lower labour costs, above all, let them make shoes so cheaply. 

Many think that if Europe’s producers are to save themselves they will have to concentrate on making designer shoes or on marketing shoes made elsewhere. But they cannot hold back the wave. 

Mandelson might think his plan a good compromise between the shoemakers’ clamour for much higher tariffs and the need for lower prices. 

But the question is whether, as Trade Commissioner, he should be engaged in this bartering at all. In the interests of competitiveness he should be heavily favouring consumers. 

As a further political gesture he has exempted children’s shoes (and sports shoes) from the tariffs. So he will be spared declarations that he has deformed the toes of Europe’s children when their parents could not afford new shoes. 

But that only weakens the economic claims that are supposed to justify these quotas. If Europe’s consumers deserve cheaper children’s shoes, then they deserve cheaper adult ones too. He is doing Europe no favours by ignoring its stark problems in competing with the giants of the developing world.
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	1.
	Explain why the practice of dumping is considered as protectionism.

	2.
	What are the arguments for and against putting tariffs on products which are dumped on an economy?

	3.
	What other forms of protectionism are practised by governments around the world?

	4.
	Using diagrams as appropriate, show the likely impact on the market for shoes of the duties imposed by the EU.


