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The Public Hearing convened at the U. S,
I nternational Trade Conm ssion, 500 E Street SW
Washi ngton, DC, at 10:00 a.m EST, Philip Butler,
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P-ROGCEEDI-NGS
10: 02 a. m
CHAI R BUTLER  Good norni ng and wel cone.
The Ofice of The United States Trade
Representative, in conjunction with the Interagency
Section 301 Conmittee is holding this
public hearing in connection with the Section 301
I nvestigation of China' s inplenentation of
comm t ments under the Phase One Agreenent.
| n accordance with the specific direction
of the president, the United States Trade
Representative initiated this investigation on
Cct ober 24th, 2025, and a Federal Register notice
publ i shed on October 28th, 2025 announcing this
initiation. USTR also invited witten comments,
and announced this hearing.
The October 24th notice invited comment
on a nunber of issues regarding China's
I npl ementati on of comm tnents under the Phase One
Agreenment. Specifically whether China's failure
to inplenment commtnents under the Phase One

Agreenent denies rights of the United States, or
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an act, policy, or practice of China denies benefits
to the United States under the Phase One Agreenent.

The burden or restriction on U S. comrerce
resulting fromany non-inplenentation by China, and
what action, if any, should be taken to address
Chi na's non-conpliance. The COctober 24th notice
is avail able on USTR s web page under the Section
301 investigations page, and is published in the
Federal Register at 90FEDREGA8733.

The purpose of this hearing is to receive
public testinony regarding the issues raised in the
Cctober 24th notice. The Section 301 Conmttee
wi Il carefully consider today's testinony, as well
as all witten comments in response to the Federal
Regi ster notice, including post hearing coments.

Because this hearing will |ast one day,
all witten comrents, including post hearing
comments, are due Decenber 23rd, 2025. Consi stent
with the rules and procedures set forth in the
Cct ober 24th Federal Register notice, wtnesses
have provi ded USTR and the Section 301 Committee

with a summary of their testinony in advance of
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t oday' s heari ng.

Wt nesses have al so provided USTR and the
Section 301 Commttee with their full testinony.
After the Section 301 Commttee has conpleted its
work, the Commttee will nake a recomendation to
the U S. Trade Representative on whether the acts,
policies, and practices are actionabl e under the
statute.

|f the U S. Trade Representative
determ nes actionabl e acts, policies, and practices
exist, the U S. Trade Representative will determ ne
whet her action is appropriate, and if so, what
action to take. W are pleased to have
i nternational trade, and econom c experts from a
range of U. S. CGovernnent departnents and agencies
here today.

| f you could introduce yoursel ves pl ease,
let's start with SBA.

M5. BONNER  Sarah Bonner fromthe Ofice
of Manufacturing and Trade at the U. S. Snall
Busi ness Adm ni strati on.

MR, STEPHENS: Andrew Stephens from USDA
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Foreign Agricultural Service.

M5. HODGE: Hi, Susie Park Hodge,
associ ate general counsel at USTR

MR, DOUGLAS:. Antoni o Dougl as, trade
enforcenent director, USTR

M5. SABA: Salwa Saba, State Departnent,
Ofice of Bilateral Trade Affairs.

M5. YU  Good norning. Anne Yu, US.
Departnent of Health and Human Services in our
Ofice of Aobal Affairs.

M5. SCHAEFER: Sonj a Schaefer, Departnment
of Labor.

CHAIR BUTLER: And ny nane is Philip
Butler, I"'mfromUSTR, and |I'mchair of the Section
301 Committee. Before we proceed with Panel 1, |
wi |l provide sonme procedural and admi nistrative
I nstructions. Please note that no caneras, video,
or audio recording will be allowed during the
heari ng.

The hearing is scheduled to concl ude
t oday, Tuesday, Decenber 16th. A witten

transcript of this hearing will be posted on the
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USTR website as soon as possible after the
conclusion of this hearing. W have 3 panels of
W tnesses with 12 individuals scheduled to testify.

W will have a brief break between panels,
and a one hour break for lunch. Each w tness
appearing at the hearing is limted to five m nutes
of oral testinony. The Iight before you will be
green when you start your testinony, yell ow neans
you have one mnute |left, and red neans your tine
has expired.

After the testinony from each panel
W tness, the Section 301 Commttee wll have an
opportunity to ask questions. All questions w |l
be fromthe agency representatives, there wll be
no questions accepted fromthe floor. Commttee
representatives will generally direct their
guestions to one or nore specific wtnesses.

Agai n, post hearing comments, including
any written responses to questions fromthe Section
301 Commttee, are due Decenber 23rd, 2025. The
rul es and procedures for witten subm ssions are

set out in the COctober 28th Federal Register notice.
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To maintain the schedul e we request that w tnesses
when respondi ng to questions be as conci se as
possi bl e.

We | i kew se ask w tnesses to be
understanding if and when the chair asks that a
W t ness conclude a response. In this regard
Wi t nesses should recall that they have a full
opportunity to provide nore extensive responses in
their post hearing submssions. Wth that, we wl|l
call up the first panel please. M. Crowell, the
floor is yours.

MR. CROWELL: Great, good norning
everyone. |'mDr. Sam Crowell, and |I'm here
provi di ng conments on behal f of the Anerican Seed
Trade Associ ation, ASTA. ASTA is one of the ol dest
trade associations in the US., we were founded in
the 1880s, and our nenbers produce all types of
seeds, flowers, vegetables, row crops, anything
pl anted in the ground.

We have nearly 700 nenber conpani es,
researchers, and universities contributing to this

process, and our U. S. agricultural sector is one
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of the nost innovative in the world because of the
substantial investnent that we provide in terns of
R&D spendi ng, innovation, and the use of trade in

order to speed the commercialization process of

t hese products.

As part of this, agricultural
bi ot echnology is a really inportant set of tools
that allows U. S. farners to have access to novel
traits and characteristics |like pest resistance and
her bi ci de tol erance that are otherw se not possible
to introduce using breedi ng nethods.

However, for these inportant ag biotech
products, U. S. seed devel opers have to secure
foreign regul atory approvals in major export
markets prior to commercializing those traits for
U S farnmers due to the conplex food and
environnental safety requirenments that exist on the
i nternational stage.

These costs are significant, a recent
study denonstrated that it takes an average of 16
and a half years and over 115 mllion dollars in

order to bring a single biotech crop to market, and
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those barriers and delays are significant to
bringing innovation and tools to our U S. farners.

Anmong the crops that we commercialize, in
order to bring these traits to market, we have to
focus our commercial pipelines on those crops in
whi ch we can secure -- recoup the investnent that
it requires to bring those crops to narket. These
are big crops like corn, soy, alfalfa, potato,
canol a.

For U S. seed conpanies, years of del ays
and extensive costs associated with China's
approval process in particular have created
significant uncertainty for our ability to bring
these products to market. China currently
represents one of the single highest barriers to
entry for commercialization of these products.

And for many years it was not possible for
our conpani es to secure approval in the Chinese
export market w thout neetings at the highest |evel
of governnment between the U S. president and the
Chi nese president. The Phase One Agreenent

represented an inportant step forward in addressing
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this dynamc

It includes specific actionable steps for
China to address barriers in its biotech approval
pi peline. And unfortunately it's our opinion, and
our nenber conpani es' opinion that China has not
lived up to these obligations, and has failed to
i npl emrent many of the nost inportant provisions
wi thin the agreenent.

Not abl y, on average, the nonthly approval
time line to bring a biotech product now exceeds
five and a half years, 69 nonths to secure an
approval within China's system And two of the
products that are currently in the gqueue have been
under review for at |east nine years.

This clearly exceeds China's requirenent
to take a decision, and issue a decision in no nore
than 24 nont hs under the Phase One Agreenent. There
are a lot of issues in the biotech approval process
within China, which I'Il try to briefly sumrarize
now i nto three nmaj or buckets.

The first is that there are procedural

chal | enges facing applicants when they submt
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products for approval. |Inport procedures are
uncl ear, they are |lengthy, they are unpredictable.
The commttee, the National Biosafety Committee
that's responsible for issuing approvals in China
does not publish neeting dates, agendas, or outcones
with sufficient notice for U S conpanies to know
when their product will be eval uated.

O how to respond to question in tinme for
t he next neeting when that product nmay be eval uated.
Applicants al so have no ability to interact with
the regulatory authorities to seek clarity when
gquestions they receive are unclear, or not science
based. The second big challenge is the | ack of
science and ri sk based decision making in China's
system

Applicants often receive duplicative
guestions, they are required to conduct in country
studies within China that are not related to a
product's intended end use, and these mandatory in
country revi ew processes are required even for
products that are required for food and feed, not

for cultivation in China.
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So, it adds years of unnecessary

requi rements to the approval process and tine |ine.
The third big bucket of concerns relates to
structural challenges within China' s approval
system there is a high level of unpredictability
regardi ng these mandatory studi es, they expose our
products to intellectual property concerns.

While China's officials actually eval uate
our products within China rather than accepting data
packages from U.S. applicants. Additionally,

China wll not accept applications for products that
are being submtted into China unless they have
recei ved approval in the United States prior to the
application process being submtted.

VWhich it creates this mandatory asynchrony

I n our approval pipeline. So, |I'mhappy to pause
there, | see |'malready over tinme. |'mhappy to
answer questions, | just would ask that USTR

continue to address these challenges facing U S
seed devel opers. Thank you very nuch.
CHAIR BUTLER: Thank you. M. Gackle,

the floor is yours.
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MR. GACKLE: God norning, and thank you
for the opportunity to testify today on U S. Trade
Representative Section 301 investigation into
China's inplenentation of conmtnents under the
Phase One Agreenent. M nane is Josh Gackle, and
l"ma farnmer from North Dakot a.

| have also had the privilege over the |ast
coupl e years of serving as president and chairnman
of the Anmerican Soybean Associ ation, which
advocates for donestic and international policies
supporting U S. soybean farnmers. ASA has submtted
full witten cormments to the USTR docket with our
sister organization, the U S. Soybean Export
Counci | .

In ny tine today | would |like to provide
a brief overview of the inportance of the Chinese
export market to U. S. soybean farners, issues
regarding China's conpliance with the Phase One
Agreenent, and concerns our industry and soybean
farmers have regarding the | atest agreenment, and
the inpact this investigation could have on current

negoti ati ons.
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Soybeans are the |l argest ag export in the
U.S., and robust trade is a top priority for our
I ndustry. O the 46.3 mllion netric tons of soy
that U S. exporters shipped in the marketing year
2023 and '24, nearly 25 mllion netric tons were
bound for China. That volune represents 54 percent
of U S. soybean export, and accounts for about 13
billion dollars in total val ue.

China's demand for soybeans is greater
than the rest of the export markets conbi ned,
despite the industry's continued efforts to
diversify. There is sinply no singular alternative
that offsets the Chinese market. Wen the 2018
Section 301 investigation into China initiated the
first trade war, U S. soybean exports were one of
the first casualties.

USDA anal yzed the inpact of retaliatory
tariffs on U.S. agriculture, and the data shows a
76 percent reduction in value for our soybean
exports to China from 2017 to 2018. USDA econom sts
al so estimated the trade war cost U S. agriculture

in general over 27 billion dollars.
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U. S. soybeans accounted for 71 percent of
those | osses. ASA was grateful for the resol ution
brought on by the Phase One Agreenent. The Agreenent
was critical in providing relief from damagi ng,
retaliatory tariffs, as it provided an excl usion
mechani sm for Chi nese i nporters.

Custonmers in China were able to apply to
their governnment to reduce the overall tariff rate
on U. S. soybeans by renoving the 25 percent
retaliatory duty. |In addition to the tariff waiver
mechani smin the agreenent, the agriculture chapter
outlines other commtnents, nost notably Annex 16
of the requirenent requires China to reformits
agricul tural biotechnol ogy approval process.

Whi ch has been a major barrier to bringing
new soybean traits to market for U S. producers.

This was a wel cone devel opnent, as Chi na has
mai nt ai ned an approval process for biotech that does
not align with the U S. process, and there has often
been a backl og of unapproved traits.

For devel opers, the process is burdensone,

taki ng an average of six years for approval. This

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© o0 N oo o B~ O w NP

e e
A W N L, O

15
16
17
18
19
20
21
22

HEARING December 16, 2025
USITC 301 PUBLIC HEARING 17

has i npacted the ability of seed conpanies to bring
the latest technologies to market for U S. farners
due to the potential for disrupted trade in China.

The Phase One Agreenent included broad
commtnents by China to purchase an additional 200
billion dollars worth of U S. goods over two years,
i ncluding agricultural products. In these two
years of commtnents, China inported 62 mllion
nmetric tons of U S. ag products, or about 77 percent
of the agreed upon | evel.

While China fell short in these
commtnents, the agreenent was contingent on narket
prices. Chinais a price notivated custoner, and
prioritizes U S. soy when our soybeans are priced
conpetitive agai nst South Anerica. The Phase One
purchase targets could realistically only be
achi eved by China purchasing significantly |arger
anounts of U S. soy, which could only occur by
changing its market driven behavior.

Chi na woul d have either had to buy U S
soybeans during the periods when the price was

hi gher than Brazilian beans to neet the targeted
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anounts, or purchase large quantities of U S. soy
during di scount periods, which again would result
I n price increases.

Regar dl ess of which scenario occurred,
Chi na woul d have had to fundanentally shift from
their market based behavior. Despite the
short com ngs of Chinese conpliance with the
agreenment, ASA has strong reservati ons about
initiating a new Section 301 investigation, and
potential inpacts on the current negotiations.

Whi | e China has made a renewed conm t nment
to purchase U S. soybeans followng a neeting in
South Korea this fall, we have yet to see a signed
agreenent or actionable follow through that would
i ndicate China will neet these new conm tnents.
Furthernore, the agreed upon 12 mllion netric tons
this year, and 25 mllion netric tons for the next
three years represents |evels that are bel ow the
status quo, which is concerning to U S. soybean
farnmers.

There al so remai ns confusi on about the

tine line for China to neet its initial 12 mllion
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metric ton purchase for 2025. Wth the Wite House
fact sheet stating that the first round of purchases
woul d occur in the final two nonths of 2025.
However, recent coments by
adm ni stration officials suggest that deadline is
not the true deadline, creating uncertainty in the
i ndustry, and adding to the anxiety of U S. soybean
farmers. It is the recomendati on of ASA that the
U S. Trade Representative's Ofice and the
adm ni strati on use ongoi ng negotiations wth the
Chi nese as a nechanismto hold China accountabl e
for commtnents nade during the Phase One Agreenent.
And to ook to a future Phase Two Agreenent
that is enforceable, and provides neani ngful,
conti nued, and certain market access. W | ook
forward to continuing to work with USTR on these
trade issues, and | thank you for your tine today.
CHAI R BUTLER:  Thank you, M. Gackle.
M. Cooper, the floor is yours.
MR. COOPER: Well thank you, M. Chairman,
and good norning. M nane is CGeoff Cooper, and |

am the president and CEO of the Renewabl e Fuels
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Associ ation, the | eading trade association for U S
et hanol producers. | appreciate the opportunity
today to voice our support for the Section 301
I nvestigation into China's failure to honor its
comm tnments under the Phase One Agreenent.

RFA bel i eves a thorough investigation into
China's prejudicial actions is justified and
necessary, and we commend the U.S. Trade
Representative, and the entire Trunp adm ni stration
for bringing much needed scrutiny to this inportant
I Ssue.

China's failure to fully inplenent the
Phase One Agreenent has resulted in | ost market
opportunities and significant financial |osses for
U.S. ethanol producers, and the farners who supply
grain to our nenber conpanies. On Decenber 13th,
2019, follow ng nonths of negotiations, the U S
and China reached the historic and enforceabl e Phase
One Agreenent.

Under the Agreenent China commtted to
make structural changes to correct distortive acts,

policies, and practices in the areas of intell ectual
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property, technology transfer, agriculture, and
financial services. The Agreenent also commtted
Chi na to nmake substantial additional purchase of
U.S. goods, including agriculture and energy
product s.

Specific to agriculture, China agreed to
purchase an additional 32 billion dollars in U S.
ag products in 2020 and 2021 over the anount
purchased in the baseline year of 2017. China al so
agreed to nake changes to distortive policies such
as tariffs that were blocking U S. agricultural
products from accessi ng the Chi nese narket.

Et hanol and distiller's dried grains,
which is the aninmal feed co-product that our nenber
conpani es produce al ongsi de of ethanol, both were
specifically nentioned, included in Annex 6.1 of
the agreenent as ag products that woul d count
towards China's purchase comm tnent.

Based on the inclusion of ethanol and
distiller's grains in that agreenent, U S. ethanol
producers, farners, and other supply chain

participants made investnents to expand production
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capacity and noderni ze transportati on networKks.

It was our industry's expectation based
upon the agreenent that China would not only
I ncrease purchases of ethanol and distiller's
grains in 2020 and 2021, but also that China would
renmove distortive trade practice, trade barriers,
and provi de stable and sustained access to the
Chi nese market over the long term

Unfortunately that did not happen. China
reneged on its conm tnent to neani ngful increase
purchases of ethanol and distiller's grains in 2020
and 2021, and entirely failed to address the
structural barriers that hindered our industry's
| ong term access to that market.

I nstead, China erected new barriers that
were even nore punitive to U S. ethanol and
distiller's grains, conpletely shutting Amrerican
made et hanol out of that market over the past four
years. China was once the top export market for
US. distiller's grains. They took in 6 mllion
metric tons in 2015, and they were one of the |argest

export markets for ethanol.
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In 2016 China inported 198 mllion gallons
of U S. ethanol valued at 313 mllion dollars,
maki ng China the third | argest destination for
Aneri can et hanol that year, and representing nearly
20 percent of our total exports. The follow ng year
in 2017 China raised its tariff rate on U S. fuel
et hanol from5 percent to 30 percent, and export
vol umes dropped nore than 70 percent to just 55
mllion gallons.

Then upon finalization of the Phase One
Agreenent China inported just 84 million gallons
of ethanol, valued at 130 mllion dollars in 2020
and 2021 conbined. That is roughly one third of
what the country inported in 2016 and '17, and far
bel ow the industry's expectations based upon the
agr eement .

Maki ng matters even worse, China raised
its tariff on U S. denatured fuel ethanol inports
to 70 percent, which is 14 tines higher than the
tariff rate that was enforced in 2016. And that
has effectively shut out Anmerican nmade ethanol out

of that market. Since May of 2021 U. S. et hanol
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exports to Chi na have been zero.
So, what was once a 200 mllion gallon per

year market, and grow ng, and show ng prom se, has
now becone a shuttered market wth no prospects for
future opportunity, all because China has abandoned
Its commtnents under the Phase One Agreenent. So,
in closing we are confident that the Section 301
I nvestigation wll provide indisputable evidence
that China's unfair policies have severely injured
U.S. ethanol producers and farners.

Thus we strongly support USTR taking
action to ensure U S. producers are protected
agai nst the effects of China's failed trade
policies. Thank you again for the opportunity to
testify today, and | | ook forward to your questions.

CHAIR BUTLER: Thank you. W will turn
to questions. | would ask the panelists to pl ease
say your nanes and your agency each tine you speak
for the court reporter, to make things easier.
We're going to start out with SBA

M5. BONNER  Thank you, Sarah Bonner from

SBA. M. Crowell, thank you for your comments.
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Are you aware of specific cases where China's
bi ot echnol ogy approval system has been used to force
technol ogy transfer or steal intellectual property?
And if so, how prevalent do you think they are,
and what would you estimate the burden on your
I ndustry? Thank you.

MR. CROVWELL: Thank you for your question.

It's difficult to cormment on what is going on within

China as a donestic market, but what | can comment
on is the barriers, and delays, and the
vul nerabilities that the product approval pipeline
| npose on U.S. applicants.

So, in order to receive approval in the
Chi nese system | can't as a seed conpany sinply
provi de a data package like I would in any other
regul atory market in the world. | actually have
to provide physical seeds to a laboratory that is
run by the Mnistry of Agriculture, MARA, and they
conduct assessnents of those varieties in country
wi t hi n Chi na.

Those assessnents include things |ike

nol ecul ar characteri zation, and characteri zati on
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of agronom c perfornmance of those crops. Even

t hough the products exported fromthe United States
are not intended for cultivation in China, they are
I ntended for use as food, feed, or further
processi ng.

So, the types of questions, and the types
of assessnents that are required as part of the
regul atory approval process in China fromthe
out si de appear to be unrelated to the intended end
use of the product. And it also raises significant
questions froma U S. applicant perspective about
how t hat data m ght be used in other contexts.

MR, STEPHENS: Andrew St ephens wi th USDA
M. Crowell, | appreciate that many of your nenbers
are smal |l busi nesses, do they face uni que chall enges
with respect to China' s non-conpliance with Phase
One?

MR. CROVWELL: Thank you for your question.

Yes, | would say that small businesses do in fact
face chall enges associated with China's biotech
approval system and the dynamic that we're

navi gating globally for biotech approvals. |
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mentioned that it takes over 16 years and 115 mllion
dollars to bring a biotech crop to nmarket.

A startup conpany, a small university
researcher, a small conpany cannot afford that cost
of conpliance to secure regulatory approvals in
every maj or export market prior to
commercialization. And the fact is that the
reality of the legal systemin the United States,
and of co-m ngled supply chains requires those
pre- mar ket approvals before we can bring those
traits to market.

The delays in China' s approval systemare
anong the highest in the world, which is why we are
nost concerned, and speaking here today. It
shoul dn't take over five and a half to six years,
In sone cases nine or ten years to receive an
approval for a product that's received a food and
feed authorization in the United States and nany
other markets in less than three or two years in
nmost cases.

So, | think you can imgi ne why that extra

anount of tine creates persistent delays. Just to
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give you a specific exanple, | wll note that in
the tinme since the phase one agreenent went into
effect, that the Chinese donestic market has issued
nore than 100 new cul tivation approvals for biotech
crops that are cultivated in China.

Yet crops that are exported as food, feed,
and further processing fromthe U S. continue to
face these persistent delays. So, there appears
to be a disparity in the way in which products are
bei ng treated when you're applying fromthe outside.

MR DOUGLAS:. Antoni o Douglas, USTR
This question is for M. Gackle. In your testinony
you note that China's agriculture biotechnol ogy
approval process has been a major barrier to
bringi ng soybean traits to market for U S
producers. Could you talk nore about how China's
non-i npl enentation of commtnents to reformthis
process denies benefits to the United States, and
t he burden of your nenbers resulting fromit?

MR GACKLE: Yes. Thank you for the

question, and M. Crowell summarized it better, and

I's much nore of an expert when it comes to his nenbers
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and conpanies, but I wll speak froma producer's
perspective, and nenbers of the American Soybean
Associ ation. Qur association works very closely
with EPA, and with the conpanies that are seeking

to get approval fromthe EPA for traits that they're
devel opi ng here.

The tinme and noney that they put into that
process is already |engthy enough from ny
perspective as a farnmer. And in this tinme right
now, the farm econony being what it is, nmargins are
really tight in farmcountry, input prices are
hi gher, the delays from China, and other countries,
and anything that extends that process and costs
the conpanies nore noney ultimately filters down
to the farnmer as well.

So, nenbers of the Anmerican Soybean
Associ ation, farnmers that we represent across the
country are already facing these increased input
costs, reformto that systemin China, anything we
can do to speed up that process and gain sone
certainty would help our nenbers, would hel p our

farners.
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M5. SABA: Salwa Saba, U.S. Departnent of
State. M. Gackle, you suggest using ongoi ng
negotiations to hold China accountable for its Phase
One commtnents. Beyond negotiations, what action
woul d you reconmmend be taken to address China's
non-i npl enmentation of its agricultural and
bi ot echnol ogy rel ated conm t nents under Phase One
Agreenent ? Thank you.

MR. GACKLE: Thank you for the question.

From ny perspective again, comng from Aneri can
Soybean Associ ation, and comng fromfarmcountry,
and tal king to producers, we just had our ASA board
neeting | ast week, so we were together with our
entire board of directors, a nunber of industry
partners, and others.

And | would say that trade with China has
been and continues to be one of the top priorities
for our association, for our nenbership, and for
our farmers. So, it's a conbination |I believe of
securing the comm tnments under Phase One, worKking
towards a Phase Two.

And t hen outside of the Section 301
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I nvestigation, and outside of the mssed gap there
with the initial Phase One commtnents, and China's
follow through, there is this new opportunity now
w th what was announced recently between the U S.
and China about the 12 mllion netric tons for 2025,
and the 25 mllion netric tons for the three years
follow ng that.

Again, that was a hel pful step, sonething
that we | ook to as positive, certainly as growers,
as producers, getting back sone of that market from
Chi na, which |I've nentioned in both witten and
verbal coments is our by far nunber one export
mar ket .

As much as we try to -- and we do, we are
successful in finding new markets, we work on new
markets all the tinme with our sister organization,
U S. Soybean Export Council. But you really can't
replace that China market overnight or in a short
amount of tine.

So, again, follow through on Phase One,
finding out what m ght have happened there, it

didn't quite nake that |evel, and then again follow
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t hrough on the recent announcenent that canme out
of South Korea this fall.

MS. YU Hello, I"'mAnne Yu with HHS, this
gquestion is for M. Cooper. In your testinony you
di scuss China's failure to neet purchase
commtnents regarding ethanol and distillers.

Coul d you el aborate on the burden on your nenbers
resulting fromChina's failure to neet those
comm tments? Thank you.

MR. COOPER  Yeah, thank you for the
question. Certainly we have seen the negative
I npacts that have trickled through the U S. ethanol
I ndustry as a result of China's failure to honor
t hose purchase commtnents. As | stated in ny
testinony, we exported nore than 300 mllion dollars
worth of ethanol to China in 2016, right around 200
mllion gallons.

W sent at one point 6 mllion tons of
distiller's grains valued at sonewhere north of 1
billion dollars to that nmarket place as well. W' ve
| ost those opportunities as a result of China's

failure to honor its commtnents. And that has real
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I npacts on the U S. ethanol industry, and the
farnmers that support us.

| mean it's |ost demand for corn, it puts
downward pressure on prices for both ethanol and
distiller's grains, as well as downward pressure
on the price of corn. Wen you just think about
|l osing 200 mllion gallons of demand, that's
essentially the annual output of three average sized
et hanol pl ants.

So, you're essentially w ping away denand
for three ethanol facilities that support hundreds
i f not thousands of jobs in rural comunities, and
purchase mllions of bushels of corn fromlocal
farmers. So, we've certainly felt the inpacts in
the industry.

As | nmentioned, we al so nmade investnents
to prepare for expanded demand in the Chinese
market. And that certainly didn't materialize, and
t hose investnents have been lost as a result.

M5. SCHAEFER  Sonj a Schaefer from
Departnent of Labor, | have another question for

CGeof f Cooper. You suggest hol di ng Chi na
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accountable for its non-inplenentation by inposing
tariffs on Chinese agricultural products equal to

t he amount of the commtment. Aside fromtariffs
are there other actions you would recommend be taken
to address China's non-inplenentation?

MR COOPER: Well, | think first and
forenost we would prefer to see these barriers
resol ved through further negotiations. W're well
aware of the current negotiations that are ongoing,
and if China were to renove its existing tariffs
on U S. ethanol, and its duties on distiller's
grains, we think there would probably be no need
for reciprocal action.

However, if they fail to do that, we | think
woul d strongly advise considering reciprocal action
on products we are inporting into the U S. from
China. Qoviously we don't inport a lot of ag
products from China, we don't inport ethanol, or
distiller's grains, or corn.

But we do inport used cooking oil, which
Is used as a feed stock for renewabl e diesel, and

bi odi esel. That may be a product that could be
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targeted for sone reciprocal action if China fails
to honor its commtnents. Ethanol is also an energy
comodity in addition to being an ag coommodity, it's
a notor fuel.

We do inport, as |I'msure you know, a
significant amount of |ithiumfrom China, that may
be anot her product that could be targeted in a
reci procal fashion because of its use as essentially
a notor fuel for electric vehicles here in the U S.,
and there nay be sone anal ogous features there.

So, in addition to reciprocal tariffs, we
do have sone other ideas, and woul d be happy to
submt those in witing. But we think -- | guess
we woul d encourage the adm nistration to do whatever
it takes to get China to the table, to renove its
tariffs, and honor its conmm tnents.

CHAI R BUTLER: Seei ng no additi onal
qguestions fromour coll eagues, we can release this
panel . Thank you very nuch for your testinony
today. Wiy don't we take a quick break, and cone
back at 10:45 by that clock, so in about seven or

ei ght mnutes for the second panel. Thank you.

2 ESQUIRE

800.211.DEPO (3376)
DEROSITION SOLUTIONS EsquireSolutions.com

December 16, 2025
35




© o0 N oo o B~ w NP

e o
A W N L O

15
16
17
18
19
20
21
22

HEARING December 16, 2025
USITC 301 PUBLIC HEARING 36

(Wher eupon, the above-entitled nmatter
went off the record at 10:37 a.m and resuned at
10: 51 a. m)

CHAIR BUTLER Ckay, we'll start with
Panel 2. M. Ezell, when you are ready the floor
IS yours.

MR. BURCH  Are there any new panel
menber s?

CHAIR BUTLER  Sorry, we'll do that first.
kay, sorry, before we start with M. Ezell, can
we have introductions on our newest panel nenbers
pl ease? Start with Departnent of Commerce.

MR MLES: H, thisis Ben Mles with U S,
Depart nment of Commerce, Ofice of Standards and
Intell ectual Property.

M5. WHI TEHURST: This is Any Wit ehurst
with the Departnent of Treasury.

M5. MADELL: Mary Lisa Madell, Departnent
of Transportation.

M5. ZHAO. Shelly Zhao, USTR

CHAI R BUTLER  Ckay, thank you. M.

Ezell, the floor is yours.
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MR, EZELL: Well good norning, |'m Stephen
Ezell, the vice president for global innovation
policy at the Information Technol ogy and | nnovati on
Foundation, ITIF, we're a Washington, D.C based
sci ence and technol ogy policy think tank. And
t hank you for the opportunity to testify this
norning on the inplenentation of the China U.S.
Phase One Agreenent.

| TIF contends that China remains an
unreliable trade partner. As potenti al
commtnents to reverse its predatory power trade
practices are antithetical to its long termtechno
econom ¢ project. China continues to pursue
I nnovation nercantilist-based econom c and trade
policies such as massive industrial subsidization.

Intell ectual property theft, coerced
transfer of intellectual property or technol ogy,
or mandated | ocal production as a condition of
mar ket access, and mani pul ati on of standards and
currency. China's econom c and trade policies
remai n fundanentally and intentionally inconstant

with the foundational Wrld Trade Organi zation

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© o0 N oo o B~ O w NP

e e
A W N L, O

15
16
17
18
19
20
21
22

HEARING December 16, 2025
USITC 301 PUBLIC HEARING 38

principles of private sector |ed, market based,
rul es governed trade predicated on a basis of
national treatnent, non-discrimnation, and
reciprocity.

Moreover, China has manifestly failed to
meet its commtnents under the U S. China Phase One
Agreenent. First, China failed to neet its
purchasing commtnents. China agreed to purchase
at least 200 billion dollars worth of U S. goods
above a 2017 set base |ine across 2020 and 2021,
but only procured a fraction of that anount.

Their purchasing commtnents inplied that

Chi na shoul d have purchased 32 billion dollars nore
in agricultural products, 52 billion dollars nore
in energy, and 77.7 billion nore in manufactured
goods, as well as 37.9 billion nore in services.

In fact by the end of 2021, China had net only 50
percent of its overall purchase agreenents,
I ncl udi ng just 37 percent of energy purchases.
Second, China has failed to neet its
intell ectual property commtnents. Despite fornal

commtnents to curb IP theft, strengthen trade
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secret protections, and inprove enforcenent,
Chi nese entities continue to engage in systematic
econom c espi onage agai nst U. S. conpanies,
especially in advanced technol ogy industries such
as aerospace, autonotive, biotechnol ogy,
sem conduct ors, and di spl ays.

| TIF recently docunented the continuing
extent of China's state directed IP theft and cyber
espi onage practices in its new report From Qutsider
Assaults To Insider Threats: Chinese Econom c
Espi onage. Transparency and due process for |IP
protection remain weak.

Chi nese courts and agenci es do not publish
a conplete record of relevant cases which would
provi de i ndependent verification of how foreign
firmse are treated, or whether China is neeting its
obligations. Chinese courts also issue gl obal
anti-suit injunctions, ASIs, which target foreign
conpanies to block litigation el sewhere, and set
gl obal |icensing terns.

These ASIs are often issued wi thout notice

of publication, and cannot be effectively
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chal | enged, reinforcing concerns about bias and
| ack of accountability. China has also failed to
I npl enent tougher enforcenent agai nst
counterfeiting and online infringenent that it
prom sed.

A new | TIF report on counterfeits on
Chi nese e-commerce platfornms confirnmed the
conti nui ng presence of repeat offenders and
products with health and safety risk. In addition,
several judicial cases signal that trade secret
theft remai ns pervasi ve.

This is denonstrated by recent cases
i nvol ving Tesla's sem conductor related IP, EV
battery trade secrets that were stolen by Chinese
entities, and repeated theft of OLED, organic |ight
emtting diode display technol ogies from Korean and
US firms. Third, China did not change its basic
approach to foreign investnment and technol ogy
transfer.

Forced or coerced technol ogy transfer
remains W despread in its industries, USTR s own

four year review found that Chinese authorities
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still pressure foreign conpanies to formjoint
ventures, localize operations, and share sensitive
knowhow as a requirenent for approval or market
entry in China.

These practices extend to digital
I nfrastructure. Qur think tank has docunented how
cl oud conputing operations in China still mnust be
| ocally controlled, forcing providers such as
Amazon Wb Services or Mcrosoft to operate through
Chi nese partners, sell under the partner's brand,
and share technol ogy.

By contrast, Chinese cloud providers such
as Aliyun can establish data centers in the United
States without the sanme requirenents.

Under scoring the asymmetry and the failure of Phase
One commtnents to secure reciprocal treatnent for
foreign investors operating in China.

Finally, regarding China' s currency
commtnents, the U S. Departnent of Treasury has
consistently reported that quote China provides
very limted transparency regardi ng key features

of its exchange rate nmechanism including the policy
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obj ectives of its exchange rate nmanagenent regine,
and its activities in the offshore renm nbi market.

In sunmary China has failed to neet its
Phase One Commitnents. The Trunp adm nistration
shoul d insist that China cone into full and conplete
conpliance i medi ately, and do so before the United
States prefers any further conprehensive trade
negoti ations or deals with China. Thank you, | ook
forward to your question.

CHAIR BUTLER: Thank you. M. Brzytwa?

MR, BRZYTWA: Thank you for the
opportunity to testify this norning. |'m Ed
Brzytwa, vice president of international trade at
t he Consuner Technol ogy Association. CTA
represents the 537 billion dollar U S. consuner
technol ogy industry, supporting nore than 18
mllion Anerican jobs.

Qur nmenbership i ncludes over 1200 U. S.
conpani es, the vast majority small busi nesses and
startups. W also own and produce CES, the world's
nost powerful technol ogy event, taking place in

January next year in Las Vegas. CTA and USTR are
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aligned, the U S. nust challenge China' s unfair,

coercive,

and market distorting practices.

We nust keep Anerican businesses globally

conpetitive. Were we differ is on the appropriate

policies to change China's behavior, while

engendering stability in supply chains. Today I

want to enphasi ze three points. First, China has

not inplenented inportant el enments of the Phase One

deal .

That is a serious ongoing problemfor U S.

technology firns. Tech conpanies operating in

Chi na face opaque |licensing, and regul atory

processes,

and pressure to disclose sensitive

technol ogy. Discrimnatory procurenent and

I ndi geni zation prograns steer mmj or buyers toward

donmestic only products, and exclude U S. suppliers.

China's cyber and data rul es have only

gotten nore restrictive. China's export controls

and inconsistent licensing on critical inputs nakes

supply chains volatile and uncertain. The Phase

One deal prom sed Anerican conpanies fair treatnment

and mar ket access, they aren't getting either.
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Second, broad tariffs on consuner
t echnol ogy products have not changed China's
approach. After seven years of Section 301
tariffs, and additional tariffs under |IEEPA, and
Section 232, China is still a bad actor. Beijing
uses forced technol ogy transfer, unfair narket
access rules, and restrictive data neasures.

I n many areas Chi na has doubl ed down. The
tariffs have not delivered neaningful conpliance
or reform At the sane tine tariffs have hurt
Anmeri can busi nesses and consuners. Tariffs raise
costs for Anmericans on inported goods, and
indirectly donestic substitutes. Anerican
busi nesses face higher sourcing and production
costs.

Smal | busi nesses and startups have fewer
resources for research and devel opnent, hiring,

I nvestnments, and new i nnovation. Broad tariffs
deprive conpanies of the capital and resources to
diversify. 1In short, these tariffs weaken U. S.
conpetitiveness. Third, we need a coordinated

strategy with allies, focused on changing China's
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behavi or.

China's practices are a shared chal |l enge
across advanced and energi ng econom es. \Wen the
U S works with I'i kem nded partners, we present a
united front. That increase |everage, nakes
retaliation harder, and prevents Beijing from
rewiting rules one market at a tine. Coordi nated
engagenent with trusted suppliers builds stable
net wor ks out si de Chi na.

CTA urges USTR to take the foll ow ng
approach. First, refrain frominposing any tariffs
on |ist 4B products, and other currently untariffed
no list itenms. Phase One indefinitely suspended
list 4B tariffs on price sensitive products that
Anmericans use daily. New duties raise costs
wi t hout good evi dence they change China's behavi or.

Second, renove Section 301 tariffs on
consuner technol ogy products and i nputs under |ists
1, 2, 3, and especially 4A particularly where
meani ngf ul domestic production does not exist, or
supply is insufficient. Using consuner technol ogy

as |l everage has not worked. Continuing to tax these
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goods only increases prices, and undercuts U. S.
I nnovati on.

Third, pair tariff relief with sustained
allied engagenent ai ned at securing tangible
Chi nese conpliance, and preventing new barriers.

Rel axing tariffs on inports fromU. S. allies and
aligned trading partners will steel their resolve
and commtnent to work with the United States.

We shoul d be tough on China's unfair
practices, and smart about the tools we choose.
Broad consuner technology tariffs that fail to
deliver refornms but inflict econom c pain on
Aneri can busi nesses and consuners are not the right
approach. CTA stands ready to work with USTR and
the interagency comunity to reform China's
behavi or, and advance U.S. technol ogy | eadershi p.

Thank you.

CHAI R BUTLER: Thank you. M. Owens?

MR. ONENS: Good norning. M nane is John
Onens, |'m CFO of Unaka Conpany, parent of MECO
Corporation in Geenville, Tennessee. MECO has

been an Anmerican manufacturer for 66 years,
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produci ng charcoal grills, electric grills, fire
pits, and folding furniture. W are located in a
rural Appal achian community where manufacturing

j obs are essential to |ocal stability and long term
econom ¢ heal th.

At one tinme MECO enpl oyed nearly 900
enpl oyee producing folding furniture and grills.
Despite wi nning an anti-dunpi ng case on our
furniture products, we still could not conpete with
unfair Chinese trade practices. W eventually had
to stop producing all our furniture products, and
lay off 75 percent of our workers in 2004.

We currently enploy 165 associ ates
operating at less than 25 percent capacity. W one
of the last remaining vertically integrated grill
manuf acturers in the country. NMECO is being
severely harned because the Section 301 tariffs were
not applied consistently, and tariff inversion has
underm ned our U.S. manufacturing capabilities.

In 2018 the U S. inposed a 25 percent
tariff on gas and electric grills from China. But

t he category we manufacture, charcoal grills, was
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left off the list entirely. Meanwhile, the few
conponents that we nust inport to support U. S.
production were tariffed at 25 percent. A fully
assenbl ed Chi nese charcoal grill currently enters
the U S. with O percent Section 301 duty.

But the few conponents that MECO needs to
make a U. S. nade grill are 25 percent nore expensive
com ng out of China because of this tariff. This
tariff inversion directly penalizes Anmerican
manuf acturing. China's subsidies and theft have
deepl y damaged our busi ness.

Its steel and manufacturing sectors
benefit from state subsidies, bel ow market
financing, tax rebates, and currency nani pul ation
that keep input prices artificially low. Even with
existing tariffs, Chinese conpetitors maintain a
structural cost advantage that U S. manufacturers
sinply cannot match

W have experienced extensive
intellectual property theft. Chinese factories
have produced near identical copies of our

Wal k- A-Bout Gill. Retailers have replaced our
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Anerican made grill with these copies, even adopting
simlar nanmes to inply originality. Sonme Chinese
conpetitors use MECO s own phot ography and
pronotional materials on Ali baba.

And t hey have even displayed our grills
in their showoons. This flagrant theft of
intellectual property enables China to profit
wi t hout incurring the cost of devel opnent and the
risk of innovation. Today al nost 99 percent of all
charcoal grills inported in the U S. conme from
Chi na.

And charcoal grill inports from China have
I ncreased 81 percent since 2018, when the 301
tariffs were first inplenented. MECO has spent
ei ght years formally raising this issue, testifying
before federal agencies, submtting comments, and
neeting wth Congress, the USTR, the Departnent of
Conmerce, and the O fice of Trade.

Yet no agency has been able to explain
why charcoal grills were excluded fromthe 301
tariffs while conparabl e products were included.

We have been told they sinply quote fell through
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the cracks. But after 66 years of American
manuf acturi ng, MECO and its enpl oyees cannot afford
to fall through the cracks anynore.

For MECO to survive and grow, we are not
asking for special treatnent, we are asking for
consi stency and a level playing field. W
respectfully request the addition of charcoal
grills to the Section 301 tariff list at 50 percent,
a 301 tariff increase on fire pits to a total of
50 percent, and the creation of an excl usion process
for U S. manufacturers with 80 percent donestic
cont ent.

We al so urge the establishnent of
I ncentives that support capital investnent, and
make reshoring critical conponents possible for
donmesti ¢ manufacturers. MECO has the equi pnent,
the work force, and the infrastructure to
significantly expand production in Tennessee.

Wth a rational tariff structure in place, we can
drive neani ngful job growth in our Appal achi an
conmmunity, while strengthening donestic

manuf act uri ng capacity.

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com




© o0 N oo o B~ O w NP

e e
A W N L, O

15
16
17
18
19
20
21
22

HEARING December 16, 2025
USITC 301 PUBLIC HEARING 51

Wt hout such support, we face the real
possibility of future layoffs, and potentially the
| oss of the last major U. S. producer of charcoal
grills. Econom st Bill Fox, University of
Tennessee professor eneritus, and special advisor
to the chancellor recently underscored the stakes.

Stating quote there is no question that
if arural place |oses a manufacturing plant, | nean
even 100 enpl oyees, that is a huge inpact on the
| ocal econony, and frankly there are often not easy
repl acenent. The residents of G eene County in the
Appal achi an northeast regi on of Tennessee cannot
wi t hstand addi ti onal | oss.

I n conclusion, MECOis not asking for
protection fromconpetition. W are asking for
protection fromstate sponsored distortion,
intellectual property theft, and a tariff structure
that unintentionally punishes -- and relief from
a tariff structure that unintentionally punishes
U.S. producers.

Addi ng Charcoal grills to the 301 tariff

l[ist is essential, it is fair, it is overdue, and
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for MECOit is a matter of survival. Thank you for
your tinme and consideration, | |look forward to your
guesti ons.

CHAI R BUTLER  Thank you. We'll start
Wi th question, first question is from USTR

M5. ZHAOC. M. Ezell, before the Phase One
Agreenent, woul d you consider that China's
protection and enforcenent for intell ectual
property in the areas that you highlighted in your
subm ssion, that is trade secrets, patents,
enf orcenent agai nst counterfeit goods, et cetera,
have generally renai ned the sane, inproved, or
wor sened? Pl ease provide exanples if possible.

MR, EZELL: Despite China's promses to
curb its IP theft activities going back to the Obhama
adm ni stration, there has really been no
substantive change in the overall direction of
China's state sponsored, state directed activities
to acquire intellectual property fromU.S.
conpani es and foreign conpetitors.

It's inportant to understand that China

subscribes to an all of the above technol ogy
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acquisition strategy. First China will try and get
intell ectual properties from conpanies voluntarily
by trading tech for market, by getting conpanies
to divulge their IP as a condition of selling in
Chi na.

But if they can't get it that way, then
they'Il turn to other surreptitious nmechanisns |ike
| P theft or cyber espionage. They'll depl oy other
channel s such as trying to attract workers fromtech
conpanies to relocate to China through the Thousand
Tal ents problem or even acquiring U S. or foreign
conpani es.

So, absolutely no change in the |evel of
| P theft despite their promses. |In February of
2020 Wl liam Evanina, director of the National
Counterintelligence and Security Center singled out
two fields where China has put priority on
technol ogy theft recently, that's EV and aircraft.

Chri stopher Way in 2020 said that China
Is fighting a generational fight to surpass our
country in econom c and technol ogi cal | eadership,

and I|P theft is at the center of that. So, no, no
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nodi fication in their practices. [|f anything,
studies |like out of Europe showthat |IP theft has
only increased from Chi nese actors.

M5. ZHAO. Thank you. Do you have any
further thoughts on sone of the other areas of
intell ectual property such as patent, counterfeit
goods, et cetera that you nention in your
subm ssi on?

MR, EZELL: Yeah, this is a growi ng threat
vector as well, particularly with the counterfeit
goods. One of the things we should be doing there
Is putting China's e-commerce platforns |ike Tenu
and Shein on the notorious markets list. 93 percent
of counterfeit goods comng into the United States
by their value according to CBP have cone from Chi na
over the past decade.

That was in the nost recent specialty
report, so in flows of counterfeit products continue
unabated, and we need to | ook at addi ng nore of
China's conpanies to our notorious markets |ist.

M5. ZHAO. Thank you.

M5. MADELL: Thank you. M. Ezell, in
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your testinony you state that China has failed to
live up to the commtnents it nade not to force or
pressure foreign firnms to transfer technol ogy, and
to keep any tech deals voluntary, and nmarket based.

Coul d you provide sone concrete exanples of Chinese
continuing requirenents to transfer technol ogy?
Thanks.

MR, EZELL: So, as | point out in ny
testinony, a very good exanple of this on a
continuing basis cones fromthe testinony submtted
to the U S. China Econom c Security Conm ssion in
2022, it's clear that AWs5 and M crosoft nust
continue to operate through Chinese partners, cell
servi ces under the Chinese partner brand, and share
t echnol ogy and operati onal knowhow as part of those
agr eenent s.

So, in the cloud conputing space that's
a clear and present area where we're still having
to transfer our technology. 1In the autonotive
sector, it's inportant to understand how China is
continuing to engage there, one inportant aspect

to note is that for many years U. S. conpani es have
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been required to |l ocate joint venture or R& centers
in China as a condition of being able to sell cars
I nsi de Chi na.

And so that, in the autonotive sector,
that's another area where we see continued tech
transfer. But the process of China continuing to
exchange tech for market remains absolutely endem c
to their strategy of innovation |ed nercantili st
economc growh. And I'd be happy to further expand
on these exanples in ny post hearing testinony if
you woul d i ke.

MS. WH TEHURST: M. Brzytwa, your
testinony states that U S. technology firnms face
opaque |icensing and regul atory processes. You
al so note that technology firns face pressure to
di scl ose technol ogy and ot her ongoi ng probl emns.
Coul d you expand on these concerns you' ve nenti oned,
and how they are inpacting your nenbers?

MR. BRZYTWA: So, the China market is
vast, it's conplicated, it's necessary, it's so
large that if you're not there as a conpany,

especially in the technol ogy space, then you're
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really losing out froma conpetitive standpoint.
And so | think our conpanies face two types of
pressures.

Nunber one is they face the pressure to
be in the China market for the China market, and
nunber two, they face pressure to produce in the
China market, to export to the United States and
the rest of the world, because one of the best
manuf act uri ng ecosystens still today is in China.

And when it cones to operating in the China
mar ket, they do face the requirenents that are
opaque, they're burdensone, and it's not just at
the federal level so to speak, at the central
governnment level, it's also at the provincial |evel.

And often tinmes you have these requirenents inposed
by the provinces that are -- the central level is
not necessarily aware of those requests, or they
feign ignorance.

And | think that's really the hardest part
of this at the nonent, is that the conpanies, when
they want to locate a production facility in China,

t hey have to go through many different hoops at nmany
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different |evels of governnment, and the
requi rements differ depending on the jurisdiction.
But at the sane tine, what | really want
to enphasize here is that the policy nmaking by the
United States has not hel ped U S. conpani es choose
to source fromother markets. As a matter of fact,
even within the | ast several nonths, certain
deci si ons have caused sone U. S. conpanies to say
wel | now maybe from a cost perspective it nmakes nore
sense to produce in China as opposed to ot her
mar ket s.
For exanple, for technol ogy, it depends
on the product of course, but you m ght have a 20
percent tariff on inporting fromChina, and a 20
percent tariff on inporting fromYVietnam So, what

are you going to choose at that point? Qur feeling

iIs that if you really want -- if the ultinmte goal
here -- and we don't know what the ultinmte goal
I'S.

But if the ultimate goal is helping U S.
conpani es nove their production out of China into

allied countries, align trading partners, we would
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not be hitting our allies with tariffs. That is
counterproductive in every single aspect of it, and
we' ve been saying this for years.

And this particular period of our history
it's even nore poignant, and | really think that
the Section 301 Commttee needs to take a very hard
| ook at our trade policy at the nonent, where we're
hitting our allies with these incredibly high
tariffs, uncertain tariffs, burdensone and conpl ex
tariffs.

And frankly, letting China off the hook.

It doesn't nake a whole |lot of sense from an
I ndustry standpoint.

M5. YANG M. Brzytwa, good norning. M
name is Mchelle Yang, and I'mfromthe IP Ofice
at USTR. Regarding CTA's comments that China has
fallen short on its commtnents in Sections E and
G of the I P chapter of the Phase One Agreenent with
respect to enforcenent against piracy and
counterfeit goods, perhaps this question is better
addressed i n post hearing conments.

But we ask are there certain Phase One
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comm tnents where China's failure to inplenent has
had the nost harnful inpact on U S. consuners and
busi nesses?

MR. BRZYTWA: So, we can certainly foll ow
up in post hearing comments, but what | want to share
with you is nore of an anecdotal nature. W talk
to our menber conpanies all the tinme, and |I have
tal ked to many of our conpanies, particularly our
smal | er nmenbers, who have seen a significant uptick
I n brands of technol ogy products being sold into
the U S. market.

These are Chi nese brands that have never
been sold previously on the U S. nmarket, and all
of a sudden they're appearing, and they seemto be
perhaps | ower quality, perhaps they're counterfeit,
but they are offered on e-commerce platfornms. And
so maybe the sane product is nmade in China, maybe
it's made in the United States.

But these conpanies just can't conpete
with that when there are such |ow costs, even if
t hey have a recogni zabl e brand here in the United

States, a reputable conpany, been here for decades

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com



© o0 N oo o B~ O w NP

e e
A W N L, O

15
16
17
18
19
20
21
22

HEARING December 16, 2025
USITC 301 PUBLIC HEARING 61

and decades, nmaybe they've even produced in China
for decades and decades. And now that changi ng
dynamic with all these new brands appearing on U S
e-commerce platforns is really underm ning their
conpetitiveness.

So, | do want to respect M. Ezell's
comments here on notorious markets, | think that's
a very interesting idea, but that's not what we're
tal ki ng about here today. There is a separate
di scussion of that, but | feel like there is other
tools that the U S. Governnment needs to use to
address these problens aside fromtariffs.

And we have nade this utterly clear in
every single subm ssion we've made on Section 301
over, and over, and over again. That the tools that
you are using today are insufficient to address
these problens. The tariffs are just not going to
cut it, and it's actually harnful.

MR. MLES: Thank you. Ben Mles with
Depart ment of Commerce. M. Owens, regarding any
possi bl e action in this investigation, you

suggested tariffs on certain HTS codes covering
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charcoal grills and fire pits should be increased.

We woul d appreciate your views on whet her
you think increasing tariffs on these products would
help with the extensive intellectual property theft
t hat your conpany has experienced. Thank you.

MR ONENS: Certainly. And to be clear,
on the fire pits, yes, we are asking for an increase.
On the charcoal grills we are asking for inclusion.
They were neglected in the first round as conpared
to the conparable gas grills and electric grills,
which is interesting, as we are actually producing

charcoal grills in the U S.

In terms of the intellectual property
theft, whether it wll help curb those thefts,
that's unclear, in terns of the pronotional
materials. In ternms of the knock offs, it should
hel p. When you can knock off our product and bring
it into the country at a significantly | ower cost,
not incurring the cost of devel opnent, the risk of
I nnovation, that's a huge advantage for China.

For us to introduce a newgrill, we spend

years in devel opnent, and it's a tool that is a
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several mllion dollar itemwth the expectation
that if the grill is successful, we'll start to see
knock offs comng in from China the next season.

If it's not successful, there will be no knock offs,
but we're taking that risk.

They sit on the sidelines, and wait to see
if it's a successful product, if it is, then they
knock it off. W have stopped showi ng at trade
shows, we will no longer go to the hardware show.

Last tinme we went to the hardware show, it was
primarily Chinese manufacturers. The new products
section was naybe five feet of U S. manufacturers,
the rest of it was Chinese manufacturers.

Al'l we're doing by going to those shows
I's giving advanced copies, and we can't do that
anynore. So, we at |east have to nmake it nore
economcally fair if they're going to knock off our
product by leveling the playing field.

CHAI R BUTLER  Thank you very nuch for
your testinony, that is the end of our questions.
W will take an hour break for lunch, and conme back

at 12:30 for Panel 3. Thank you.
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(Wher eupon, the above-entitled nmatter
went off the record at 11:22 a.m and resuned at
12:33 a.m)

M5. HODGE: Thank you. So, we're going
to start the third panel now, and | see that everyone
I s already seated, so thank you for doing that.
Before we start, | think we're going to ask the
governnment panel up here to introduce thensel ves.

So, I'll start, Susie Park Hodge, associ ate general
counsel at USTR. And you want to go this way?

M5. ZHANG Jing Jing Zhang, director for
Chi na and Taiwan affairs at USTR

MR. REYNOLDS: Tobi as Reynol ds,

Depart ment of Conmerce.

M5. WHI TEHURST: Anni e Wi tehurst,
Depart nent of Treasury.

M5. SCHAEFER: Sonja Schaefer, Departnent
of Labor.

M5. BONNER: Sarah Bonner, Ofice of
Manuf acturing and Trade at the U S. Smal |l Business
Adm ni stration.

M5. STEPHENS: Andrew Stephens, U S
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Departnent of Agriculture, Foreign Agricultural
Servi ce.

M5. HODGE: Anne Yu, U. S. Departnent of
Heal th and Human Servi ces.

M5. HODGE: Thank you. So, we are going
to start the third panel, but just for everyone's
awareness, M. WII Brown at the Al um num
Associ ation couldn't make it, he had to go tend to
an energency. So, we are going to start with HVIX
| ndustries fromthe beginning. So, M. Steiner?

MR. BURCH. Pl ease turn on your
m cr ophone.

MR, STEINER: Thank you very nuch, good
afternoon. |'mEdward Steiner with Sandl er, Travis
& Rosenberg representing Harlan Stone, and HMIX,
and I'Il be submtting his testinony. Thank you
very much for the opportunity to testify on the
Section 301 investigation into China's conpliance
wi th the Phase One Agreenent.

Harl an Stone is the executive chairnman of
HMIX | ndustries, headquartered in Norwal kK,

Connecticut, HMIX is a global luxury vinyl tile or
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LVT flooring manufacturer serving a diverse cross
section of the construction and renovati on

mar ket pl aces. HMIX appreciates USTR s efforts to
address China's | ack of conpliance with the Phase
One Agreenent, and fully supports the inportance

of enforcing trade comm t nents.

We recognize that China's failure to neet
obligations on intellectual property, technol ogy
transfer, agriculture, and financial services
underm nes fair conpetition for many U. S.

I ndustries. That said, we believe the Section 301
tariffs on luxury vinyl tile or LVT have been a
resoundi ng success, acconplished their purpose, and
t herefore shoul d be renoved.

Today | will discuss how Section 301
tariffs hel ped HMIX becone a U. S. manufacturer in
Pennsyl vani a, how the LVT industry has gained a
foothold in U S. production, and can conpete
gl obal Iy, and why Section 301 tariffs should be
elimnated to neet and fuel growi ng demand. When
the Section 301 tariffs were first inplenented in

2018, HMIX took that as a call to action.
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We responded decisively to the president's
directive to reduce dependence on Chi nese
manuf acturing, and diversify our manufacturing
base. In 2018 nore than 95 percent of the LVT we
sold in the U S was manufactured in China. Today
that figure is |l ess than one percent.

W made this deliberate choice to invest
i n Anerican production, not only because it inproves
conpetitiveness, but because it strengthens our
nation's resilience, capabilities, and
communities. To nmake that transition possible in
2021, HMIX created a joint venture naned Anerican
Flooring, LLC., and built a state of the art 315000
square foot LVT manufacturing plant in Pittston,
Pennsyl vani a.

We began production in 2023, and Anmerican
Fl oori ng now enpl oys 130 workers with a grow h plan
t hat coul d double that nunber in the com ng years.

In fact the U S. LVT flooring industry stands as

a powerful testanent to the success of Section 301
tariffs. Since 2000, LVT has been the fastest

growi ng segnent of the U S. flooring industry,
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grow ng froma 1 percent market share in 2000, to
20 percent in 2018, and to 34 percent today.

Before 2018 there was virtually no
meani ngful LVT manufacturing in the U S. Since the
tariffs were enacted, many fl ooring conpani es have
j oined HMIX i n novi ng LVT manufacturing out of
China, that is real progress. W have diversified
supply, restored Anerican industrial capability,
and created new j obs.

However, and while the shift has been
significant, U S. capacity still cannot neet all
the market's 34 percent growth in demand. Even with
substantial investnent in donestic LVT
manuf acturing capacity, and the industry's nove out
of China, HMIX and other U S. flooring conpanies
have no choice but to inport a significant share
of LVT sold in the U S fromother countries,

i ncl udi ng Mexi co, Thailand, Vietnam and South
Kor ea.

The original goals of 301 were to counter

unfair trade practices, and establish a | evel

playing field. In our industry, those goals have
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been | argely achieved. W noved production out of
Chi na, expanded Anerican capacity, and denonstrated
that U S. manufacturing can conpete globally when
the rules are fair.

Now that U.S. manufacturing has been
established, tariffs nust be elimnated so that we
can source inputs conpetitively, and suppl enent
U.S. production with production overseas to neet
grow ng demand. It remains a fact that sonme inputs
and finished goods are sinply not available from
U.S. donestic or non-China sources.

Keeping tariffs on these products now only
serves to raise costs for U S. producers and
consuners. |f our goal is nore Anerican
manuf acturi ng, then we nust ensure U S. conpanies
can access essential materials at conpetitive
prices.

Elimnating Section 301 tariffs
specifically on LVT and key inputs used to nake LVT
in the United States will strengthen U S. production
by all ow ng conpanies |ike HMIX to expand out put,

hire nmore Anerican workers, and | ower costs for
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honmeowners, | andl ords, and buil ders, especially as
housi ng supply rebounds.

In short, renoving these tariffs now
supports the very donestic capacity that Section
301 tariffs hel ped spark.

M5. HODGE: Thank you. M. Buckley?

MR. BUCKLEY: Thank you. Good afternoon,
t hank you for the opportunity to appear at this
hearing. M nane is Richard Buckley, and I serve
as comercial director Anericas for Almatis, Inc.

Almatis, originally Alcoa Wrld Chem cal s,
produced the first calcined alumna in 1910.

Over the past 115 years we have built a
gl obal footprint. Under Al coa under 2004, and as
Almatis thereafter, we have operated with a clear
phi | osophy, produce within a region for that region.

Today we manufacture across eight |ocations
wor | dwi de.

Thi s regional production nodel clearly
differentiates us fromour conpetitors, nost of whom
rely on one or two production bases, often in Europe

or China, to supply the world via exports. Al nmatis
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produces al um na based products that are essenti al
I nputs for refractories.

These refractories enable industri al
plants to manufacture critical materials, including
steel, alum num copper, nickel, cenent, and super
alloys. Steel and alumnumin turn are
foundational to U S. autonotive production, and
many ot her manufacturing sectors.

Qur products al so support the production
of jet engines, sem conductor chips, and technical
ceram cs used in 5Ginfrastructure and
t el ecomuni cation networks. In short, Almatis is
deeply enbedded in U S. critical industries, and
national security relevant supply chains.

Yet these supply chains are increasingly
threatened by tariff free inports of Chinese alum na
based products, which underm ne donestic producers,
and shift manufacturing and job opportunities away
fromAnmerican workers. W recogni ze that under the
Phase One Agreenent, China commtted to expand
inports of U S. goods and services by at |east 200

billion dollars over 2017 | evel s.
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However our primary concern lies in the
reverse inpact. The surge of Chi nese produced
al um nas entering the U S. nmarket at essentially
cost plus price levels. W have seen a significant
increase in inports from China of the sane al um na
products we produce, particularly under HTS code
2818. 20.

In 2018 when the first round of Section
301 tariffs on China was introduced, products under
HTS 2818.20 were initially included on the Section
301 list. During the comment period however,
statenents were submtted by conpetitors and sone
custoners in order to advance their own commerci al
I nterests.

Wi |l e we understand that stakehol ders
advocate for their positions, several of those
statenents were factually incorrect. Follow ng
that testinony, products under HTS 2818. 20 were
renoved fromthe Section 301 list, exenpting them
fromthe 25 percent tariffs. Since alum na based
products were renoved fromthe Section 301 |ist,

i mports from China have increased nearly fivefold.
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Approximately ten years ago six alum na
pl ants operated in the United States, today only
three remain. Almatis, AluChem and Atalco, while
the others have been forced to close due to off
shoring of Anmerican jobs to | ow cost countries,
reinportation of those products into the U S. on
a tariff free basis, and inports fromcountries
benefitting from weaker currencies against a strong
U.S. dollar.

Over the sane period the nunber of trading
conpani es bringing conpetitive Chinese alum na
products into the U S. has increased fromone to
Ssi X, intensifying pressure on the renaining
donestic producers. For Almatis specifically, the
exclusion of alumna from Section 301 has had
devastati ng consequences over the past six years.

Vol une reduction of 27 percent, revenue
reduction of 12 percent, profitability reduction
by 97 percent, personnel reduction by 23 percent.

Absent a change in policy we do not forecast any
I nprovenents in 2026. The existing baseline tariff

of ten percent on these products under | EEPA
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fentanyl related neasures is sinply inefficient to
bridge the cost gap wi th China.

A country that has nearly tw ce the
i nstall ed production capacity for these products
as the entire world's demand. This over capacity,
coupled with exenptions in U S. policy presents a
serious risk to the survival of U S. production.

Qur anal ysis shows that a conbined tariff
of 35 percent, conprising the 10 percent baseline
| EEPA fentanyl tariffs, and the 25 percent Section
301 tariff would be required to put U S. production
costs at parity with the | anded price of Chinese
i nports. Wthout such neasures, a cost gap of
roughly 30 percent renains.

In that situation the broader refractory
and steel markets wll continue to increase their
dependence on | ower priced Chinese products.
Wthout a change to the Section 301 list, Alnatis
Is actively evaluating discontinuation of half of
our donestic product I|ines.

This would result in the |ayoffs of

approxi mately 50 percent of our U S. work force.
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We strongly support robust trade enforcenent,
tariff inplenentation, and policies that strengthen
t he American manufacturing base, protect the
Anmeri can worker, and safeguard U.S. nati onal
security, and critical infrastructure.

However, we cannot support the current
Section 301 exenption that excludes al um na based
products from China. |In our case, the existing
structure has had the opposite effect of what it
was i ntended. It has harned rather than protected
a longstanding U S. producers.

We therefore respectfully request that the
Comm ttee include the foll ow ng HTS headi ngs and
al | subheadi ngs at the 25 percent |evel for
shipments fromChina with i medi ate effect,
2818. 10, and 2818.20. Aligning these headings with
the 25 percent 301 rate would help restore fair
conpetition, support donestic production, and
preserve highly skilled Anmerican manufacturing jobs
that serve critical and national security relevant
I ndustri es.

For nore than 100 years Al natis has
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suppl i ed al um na based products manufactured in the
United States to support U S. steel, sem conductor,
and defense industries. It would be a profound | oss
of trade neasures designed to protect U S. industry
I nstead resulted in the closure of a conpany with
such a long and deep conm tnent to American
production and workers.

We appreciate the Conmttee's
consi deration of our perspective, and our request.

Thank you again for the opportunity to present at
this hearing. | welconme your questions and
f eedback. Thank you.

M5. HODGE: Thank you. M. Hull?

MR. HULL: Thank you for the opportunity
to appear today. M nane is David Hull, president
of Precision Conmponents, Inc. W supply unfinished
beari ng conponents under HTS codes 8482 and 8483
to U S. manufacturers. These conponents are | ow
t echnol ogy bl anks that undergo heat treating,
grinding, and assenbly within the United States.

Processes that add between 150 and 300 fold

t heir value, and support highly skilled Amrerican
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jobs. The section 301 tariffs were designed to
counter unfair Chinese trade practices. However,
as applied to essential manufacturing inputs such
as bearings and bearing conponents, the tariffs have
created severe uni ntended consequences.

Today inports under HTS 8482 and 8483 face
a conbi ned effective duty rate of about 92 percent,
i ncl udi ng the nost favored nation base rate, 301
duties, derivative 232 duties, |EEPA tariffs, and
I n sone cases anti-dunping duties. As the inporter
of record, | can state clearly 100 percent of these
costs are borne by U S. conpani es.

Chi na does not pay these tariffs. These
I nputs are not finished consuner goods, they are
the raw materials our custoners rely on to nake U. S.
engi neered products. By doubling the cost of these
materials, the tariffs undermne the very donestic
manuf acturing capability they were intended to
st rengt hen.

The tariff structure now nakes a U. S.
manuf act ur ed bearing nore expensive inside the

United States than anywhere else in the world,
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I ncl udi ng China. The exact sane Anerican nade
beari ng can be purchased in China at a | ower price,
this is the definition of econom c distortion.

| nst ead of encouragi ng reshori ng our
donmestic production, the tariffs unintentionally
penalize U S. producers, and give foreign
manuf acturers a conpetitive advantage. As a
result, several of our custoners who are currently
performng heat treating, grinding, and assenbly
in the United States are being forced to consider
novi ng these operations off shore sinply to stay
vi abl e.

Once the conpetencies nove off shore, they
rarely return. The tariffs have not resulted in
| ower Chinese supplier prices, all costs have been
absorbed by U S. conpani es and consuners,
contributing to inflationary pressures, and
reducing U S. export conpetitiveness.

Additionally, the tariffs underm ne the
benefits anticipated under the U S. China Phase One
Agreenment, including inproved IP protection and

I ncreased purchases of U S. goods. U S. farners and
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manuf acturers have not fully realized those
benefits due to the continuing tariff burden.

To correct these unintended outcones while
preserving the strategic goals of Section 301,
Preci si on Conponents respectfully urges USTR to
take the follow ng actions. Reinstate or expand
product specific exclusions for 8482 and 8483 itens
that directly support U S. manufacturing.

Establish a targeted excl usi on pat hway,
or expedited review for conpani es denonstrating
significant U S. added production. Coordinate with
the Departnents of Commerce and Labor to explore
prograns or incentives that strengthen donestic
processi ng capacity where feasible.

Maintain targeted tariffs addressing
proven non-market practices while carving out
relief for small and nedi um enterprises whose
conpetitiveness is directly harned by broad brush
duties on essential inputs. |In conclusion,

Preci sion Conponents is conmmtted to advancing U. S.
manuf act uri ng.

Qur custoners operate state of the art
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facilities, and nmaintain core conpetencies in heat
treating, grinding, and precision finishing
capabilities that contribute to U.S. industrial
| eadershi p and export strength. However, the
current tariff structure raises the effective rates
from5.8 percent pre 301 to about 92 percent today.

Plus putting these -- that puts these
capabilities at risk. Wthout relief, the US.
ri sks losing not only production, but also the
skill ed workforce, and technol ogi cal | eadership
that depend on it. W respectfully urge USTR to
reassess tariff coverage under 8482 and 8483, and
to provide relief that supports U S. manufacturing,
U S. workers, and U S. exports. Thank you for your
consi derati on.

M5. HODGE: Thank you, M. Hull. M.
M Coy ?

MR. McCOY: Thank you. The Entertai nment
Software Association is the U S. Trade Associ ation
for the innovators, creators, publishers, and
busi ness | eaders rei magi ni ng entertai nnent, and

transform ng how Anerica plays video ganes.
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We're grateful for the opportunity today
to respond specifically to the question of what
action if any should be taken to address China's
non-i npl enentation of its comnmtnents under the
Phase One Agreenent. W respectfully submt that
the adm ni stration should avoid any action that
woul d result in additional tariffs on video gane
consoles, controllers, and ot her ganme accessori es.

We ask for special attention to these
products not because of a matter of speci al
pl eadi ng, but because these el ectronic goods are
much nore than just a market unto thensel ves.

Af f ordabl e vi deo gane consol es are the hardware key
that unlocks a U S. software and services market

Wi th revenues ten tinmes greater than that of the
consol es al one.

The consoles are less than 5 billion
dollars in revenue in the United States, and the
ganmes are nore than 50 billion dollars in revenue
in the United States. That thriving ganes mar ket
Is driven by Anerican intellectual property, and

it is the ganes which in turn drive jobs and
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prosperity, supporting nore than 350000 jobs in the
United States, directly and indirectly, and
contributing a staggering 101 billion dollars to
the U S. econony in 2023.

And that is never nore true than right now
during the holiday season, when video gane rel ated
gifts are anong the top three itens on kids' w sh
lists, close behind cash and cl ot hes. Maki ng
consol es | ess affordable woul d be uni quely harnful
to the video gane industry, including snall gane
devel opers located in every state.

Ancil | ary busi nesses such as retailers,
and all of those enployed in the U S in the
I ndustry, as well as the mllions of ganers of all
ages who enjoy the power of play. Altogether, over
205 mllion Anericans play video ganes, and 83
percent of U S. househol ds have played at | east one
vi deo gane device in the |ast year.

Vi deo ganes are a high inpact strategic
I ndustry for the United States. For the nore than
104000 jobs we directly support in the United

States, the average annual salary is 168000 dol | ars.
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ESA' s consol e maker nenbers directly support tens
of thousands of U S. jobs in high value, high tech
research and devel opnent roles, hardware, software,
and online services engineering positions, and
creative design and coding jobs in gane devel opnent
studi os | ocated across the United States.

Consol e makers collectively invest
billions of dollars in research and devel opnent in
the United States to devel op and deliver next
generation technology to U. S. consuners. It nmay
conme as a surprise then, that video gane consol es,
unl i ke many of the other consuner technol ogy
products being inported in the United States, have
been subject to, and dutifully paying the gl obal
reci procal tariffs announced in April.

Fortunately, video gane consol es are not
currently subject to tariffs under USTR s Section
301 investigation into China's technol ogy transfer
practices. The list of products known as 4B
I ncl udes various consuner el ectronics, including
vi deo gane consoles, controllers, and accessori es.

By protecting list 4B fromtariffs in 2019,
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the adm ni stration acknow edged the strategic

I nportance of these goods, and the long term

pl anni ng and i npl enentation required for their
supply chain devel opnent. ESA nenbers have made
headway in dealing with that, and remain commtted
to diversifying supply chains, and production
out si de of China.

These efforts are still ongoing, as ESA
menbers continue to progressively reduce the
per cent age of conponents sourced from Chi na,

I ncl udi ng over the course of this year. Never the
| ess, supply chain dependencies still persist for

certain hard to replace conponents with few or no

substitutes avail abl e outside of China.

For all these reasons we respectfully
submt that USTR should continue to exclude video
gane consol es and controllers from Section 301
remedi es, and find opportunities to protect them
fromother tariffs, including those currently being
pai d under the adm nistration's reciprocal tariff
policies in recognition of the inportant role of

these devices in supporting U S. |eadership in
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I nnovati ve video gane technol ogy.

And as a gateway to video gane play in the
United States. New tariffs on video gane products
woul d adversely inpact the welfare of Anerican
consuners, result in lost U S sales and jobs, and
cripple innovation in the U S. video gane sector.

M5. HODGE: Thank you. Dr. Steinbach?

DR. STEI NBACH: Menbers of the Section 301
Comm ttee, thank you for the opportunity to appear
today here. | recognize that ny tine is limted,
so |l will focus on the main findings of ny research,
and | eave additional details to ny witten
subm ssi on.

My nanme is Sandro Steinbach, | serve as
associ ate professor of agricultural econom cs, and
director of the Center for Agricultural Policy and
Trade Studies at North Dakota State University.
| amtestifying here in ny personal capacity.

My remarks draw on a recent quantitative
study conducted with ny coll eague Dr. Matthew
Ganmans t hat exam nes how foreign regul atory del ays

of biotechnology traits affect agriculture
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production, farmincone, work comunities, and
i ncentives to innovate in the United States.

Al so we consi der gl obal devel opnent
environnents, the design and operation of China's
system pl ays an outsized role in shaping the
results. The core nessage of our work is straight
forward. When foreign approval tinme lines are |ong
and unpredictable, U S farmers gain access to new
yield inproving traits later, and sonetinmes not at
al | .

That shows that |evel and the pace of
productivity grows. |In our central scenario, a
three year delay in access to a typical trait |eads
over tinme to very large cunul ative |osses. By 2050
roughly 44 billion bushels of corn, and 4 billion
bushel s of soybeans are never produced because
entire yields are shifted dowwards for decades.

Those | ost bushels translate directly into
f oregone revenue and econom c activity in the United
States. For corn, soybean, cotton, and canol a
conbi ned, we estimate the del ayed access to

I nnovati on between 2026 and 2050 produces a
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di scounted val ue of farm cash recei pts by about 150
billion dollars.

On an annual i zed basis, total U S.
econom c output is about 7.4 billion dollars |ower,
and roughly 24600 jobs are not supported each year.

These enpl oynent effects are concentrated in rural
America, where equi pnent deal ers, input suppliers,
and processors depend on farmlevel activity.

The sane nechani sns that reduce yields and
revenue al so erodes the val ue of innovations
thensel ves. Wen firns anticipate |ong foreign
approval tinme lines, or the risk of trade
di sruptions, they shorten commoditization w ndows,
or scale back research entirely. In our real option
framewor k, the expected net present value of a
typi cal biotechnology trait falls by about 26
percent under realistic approval del ays.

And by nearly half under nore restrictive
assunptions. |In sone circunstances, expected
returns becone negative. That changes which traits
are devel oped in Anerica, how nmuch is invested, and

how qui ckly new productivity enhanci ng technol ogi es
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reach U.S. farners. China is central to this world.

For mmjor biotech trades, it often takes
six to eight years, and in sone cases nore than a
decade to obtain input approval in China after U S.
aut hori zation. The process is frequently not
transparent, wth shifting technical requirenents,
and extended periods of inaction.

Because access to the Chinese market is
critical for many U. S. crops, these del ays
effectively give China's regulatory systemde facto
control over the timng of U S innovation, and
t he adoption choices of U S. farners even after a
trade has cl eared our own science based review

From the perspective of this
I nvestigation, there are two inplications. First,
when Chi na does not inplenent its Phase One
bi ot echnol ogy commtnents in a tinely and
predi ctabl e manner, the United States is denied the
full benefits that we anticipated under the
Agr eenent .

The burden on U S. commerce is visible in

| ower farmincone, weaker rural enploynent, and
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reduced returns to private and public R&. Second,
persi stent uncertainty about Chinese approval

forces firnms and producers to manage their own ri sk,
and waits are economcally costly by del ayi ng

| aunches, constraini ng adoption, or abandoni ng

ot herwi se val uabl e i nnovati ons.

| do not take a position on the specific
m x or |evel of renmedies that the Commttee shoul d
recoomend. M role is to clarify the scale and
persi stence of the econom c harm created by
regul atory del ays and non-i npl enent ati on.

The evidence fromour work suggests that
enforcing tinely science based approvals in |arge
export markets, and in particular ensuring that
China fulfills its Phase One Agreenent conmtnents
woul d i nprove the conditions of conpetition for U S
agriculture, unlock additional productivity gains,
and strengthen long run innovation incentives.

Thank you for your attention, and for the
opportunity to testify. | look forward to your
guesti ons.

M5. HODGE: Thank you. So, that was all
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the testinonies for the third panel, so we are going
to nove to the questions portion. And before we
dive into that, | would just rem nd the platform
and panel up here, that before you ask your question,
pl ease state your nane, and your agency. So, we'll
start with Commer ce.

MR REYNOLDS: Hello, this is Tobias
Reynol ds fromthe Departnent of Commerce. This
question is for M. Steiner. In your testinony you
stated that you recognize China has failed to
| npl enent the Phase One Agreenent, could you conment
on how the flooring industry has been inpacted by
any non-inplenmentation of its commtnents under the
Phase One Agreenent?

MR. STEINER:  Thank you for that question.

HMIX wi Il respond to that in post hearing comments.

MR. REYNOLDS: Thank you.

M5. WHI TEHURST: Thank you. This is
Anni e Wi tehurst with the Departnent of Treasury,
ny question is for M. Buckley. W understand the
primary point of your testinony is to urge inclusion

of certain HTS headi ngs under Chapter 28 in any
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action that mght be taken in this investigation.

You al so briefly nentioned concerns with
t he Phase One agreenent in China's purchase
commtnents. Can you pl ease el aborate on these
concerns?

MR, BUCKLEY: Yes, thank you for the
gquestion. Qur main concern is not so nmuch the
pur chasi ng of our product in China, it's the reverse
I npact of -- ny understandi ng of the Phase One
Agreenment is that it was supposed to kind of |evel
the trade deficit that we have wth China.

Unfortunately with the exclusion of the
HTS codes that we nmanufacture, what we have seen
is a fivefold increase of inports. And the |ong
terminplication of this is if the donestic
production di sappears, then critical U.S.
infrastructure that needs that material, you need
alumna in making steel, you need alumna in
refractories to nake steel.

| f that disappears, then you're going to
be reliant, we will be reliant on Chinese raw

materials for critical infrastructure needs, for
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critical industries, steel, autonotive, aerospace,
nati onal defense. Qur product, calcined alum na,
tabular alumna is critical for all those
applications, especially with 5G power,

t el ecommuni cations, those are all critical

I ndustries for us.

So, our concern is without leveling the
playing field of our products, what's going to
happen is our custoners are going to sinply source
nore and nore fromChina. |In fact | just heard | ast
week that one of our l|largest custoners is commtted
to buying all of their material in the first quarter
from Chi na.

That's a significant inpact for us, so
that's the concern that | have overall fromthe
I ndustry. Thank you.

M5. HODGE: SBA?

M5. BONNER: Thank you. This is Sarah
Bonner from SBA. The question is for M. Hull. In
your testinony you state that Chinese tariffs on
U.S. goods underm ne the benefits antici pated under

t he Phase One Agreenent. Could you pl ease advise
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or address how the four policy recomendations that
you' ve outlined woul d address that issue?

Addi tionally could you address whet her
your industry has been inpacted by any
non-i npl enentation by China of its commtnents
under the Phase One Agreenent?

MR, HULL: |'mnot as know edgeabl e about
whet her or not China has addressed their conmtnents
under the Phase One Agreenent. My testinony is
poi nting towards the fact that the punishnent for
not neeting those requirenents is doing nore danmage
to certain sectors of U S, manufacturing than it
I s doi ng good.

Particularly, with all of the accunul ation
of tariffs, the raw material, or | guess |I should
say non-precision blanks that U S. producers are
using to make bearings has doubl ed because of the
92 percent tariff stacking. Not only that, the
paperwork involved with the addition of the 232
tariff has -- our U S. CGovernnent inport paperwork
has gone from one page to siX.

There is a great deal of underm ning of
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U.S. production because they cannot get raw
materials at a globally conpetitive rate because

of all the tariffs. U S. manufacturing of hand
tools, and vacuum cl eaners has already |left the
United States. W are now, with the addition of
these tariffs, working our way up to the John Deere
conbi nes, and the Caterpillar tractors.

And at 92 percent, 70 percent of the
wor |l d's bearings are made by 10 conpani es. Those
10 conpani es have manufacturing all over the world.

My U.S. custoners are |ooking at noving their
manuf acturing out of the United States because nost
of the product they produce in the United States
IS exported.

So, if they nove their production to their
existing facility in China, and make that product,
they won't have to pay any of the duties, and they
can export from China to anywhere in the world.

Did that answer your question? | kind of |ost track
of .
M5. BONNER  Thank you for clarifying,

t hank you so nuch.
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MR. HULL: You're wel cone.

M5. HODGE: Thank you. Next we have a
question for M. MCoy.

M5. YU H, M. MCoy, |I'mAnne Yu from
HHS, simlar to the prior question in a way. Thank
you so much, in your testinony you focus on possible
action and the application of tariffs on video
ganes. Could you di scuss whether the video gane
I ndustry has been inpacted by any
non-i npl enentation by China of its commtnents
under the Phase One Agreenent?

MR. McCOY: Sure. Qur focus today has
been on the renedi al question, but |I'm happy to share
sone observations on the Phase One comm tnents that
matter the nost to us. W participate in a group
called the International Intellectual Property
Al l1ance that submts annually on China' s progress
on I P protection and enforcenent via the speci al
301 process.

And we w Il submt again at the end of
January, so I'Il refer you to that for nore details.

But as you know, the U. S. CGovernnent interagency
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has been working on this problemof protection and
enforcenent of IP in China for many, nmany years.

The comm tnents that stand out the nost
to our industry as needing inprovenent are the
Article 1.26 of the Phase One Agreenent, the
commtnent to inprove crimnal enforcenent.
Article 1.27 of the Phase One Agreenent, the
commtnment to provide deterrent |evel penalties.
And Article 1.13D of the Phase One Agreenent, the
commtnent to tackle online infringenent, including
proper handling of counter notifications.

M5. YU Thank you.

M5. HODGE: Thank you. USDA question for
Dr. Steinbach.

MR, STEPHENS:. Yes, Andrew Stephens at
USDA. Thank you for your analysis of the economc
I npact of del ayed foreign approvals for biotech
traits. What would you estimate the econom c
burden is to the United States of China's del ays
specifically, and what factors do you consider in
conducting such an estinmate?

DR. STEI NBACH. Thank you for the
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gquestion. As ny testinony pointed out, the

majority of the delays is actually an issue that

is applying to China, however the United States al so
faces delays in approval in other countries, in Asia
in particular, but also in the European Union.

Those have been inproving significantly
over tinme, the European Union in particular has now
a framework in place to speed up approval processes.

So, Chinais currently one of the nmajor barriers
when it cones to regul atory approval of new

bi ot echnol ogi es and crop varieties into the Chinese
mar ket. Thank you.

M5. HODGE: And DOL has anot her question
for Dr. Steinbach.

M5. SCHAEFER: Sonja Schaefer, Departnent of
Labor. Dr. Steinbach, you nentioned that China's
failure to ease reqgqulatory hurdles such as they
committed to do as part of the Phase One Agreenent
| eads to weaker rural enploynent, and the | ost
opportunities of approximately 24600 j obs.

Coul d you expand on that? Al so, have you

studi ed any other potential |oss of Anerican jobs
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in related industries, or downstream industries
related to China's non-conpliance?

DR. STEINBACH. That is a great question,
t hank you very much. So, what we have done is an
econom ¢ i npact evaluation, where we | ooked into
the |l ost exports that we would have in the Chinese
mar ket wi t hout the biotechnol ogy regul atory
approval delays, and we used the nunbers in terns
of trade flows to then estimte econoni c inpact.

The USDA Economi ¢ Research Service is
rel easing multipliers every year that allow you to
estimate basically the overall input out
rel ati onshi ps, and enpl oynent across the sector
basically. And what we have done here, we took
those nultipliers to get an overall estinmate on what
are the lost jobs in rural America fromthose del ays.
Thank you.

M5. HODGE: Thank you. Unless any of ny
col | eagues here have any other questions, | think
t hat concl udes our hearing today. And | would |ike
to thank this panel, and also all the w tnesses that

participated today. As Philip Butler nentioned
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this norning, post hearing conment subm ssions are
due in one week on Decenber 23rd.

Shoul d you need to supplenent any of the
answers you' ve provided to the panel today, please
use that sane portal, and sane docket that you used
to file your witten comments, and pl ease al ways
feel free to reach out to us if you have any
questions. Thank you, and hope everyone has a good
day.

(Wher eupon, the above-entitled matter

went off the record at 1:15 p.m)
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CERTI FI CATE

This is to certify that the foregoing transcri pt
was duly recorded and accurately transcribed under
my direction; further, that said transcript is a
true and accurate record of the proceedings; and
that | am neither counsel for, related to, nor

enpl oyed by any of the parties to this action in
which this matter was taken; and further that | am
not a relative nor an enployee of any of the parties
nor counsel enployed by the parties, and | am not
financially or otherwise interested in the outcone

of the acti on.
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