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not unreasonable for MOFCOM to focus on the fact that in 2012 the main proportion of domestic 
sales included cellulose pulp made of wood and bamboo.  

7.201.  In addition, Canada submits that the low capacity utilization rate of cotton pulp producers 
was driving down the overall capacity utilization rate of the domestic industry.344 Although the 
capacity utilization rate of cotton-based cellulose pulp producers was lower than that of the 
domestic industry during certain parts of the POI, it did not differ considerably.345 Even granting 
that the lower rates for the cotton-based cellulose pulp producers accounted for part of the decline 
in the domestic industry's capacity utilization rate, we note that cotton-based cellulose pulp 
producers' capacity utilization rate was higher than the domestic industry's rate in 2011, when 
cotton-based cellulose pulp producers accounted for more than half of production of cellulose pulp, 
and declined more in 2012 than the capacity utilization rate of the domestic industry, when their 
share in total domestic production also declined significantly. This does not suggest to us that the 
decline in cotton-based cellulose pulp producers' capacity utilization drove down the overall 
capacity utilization rate of the domestic industry. 

7.202.  We therefore conclude that MOFCOM did not fail to adequately examine the injury 
allegedly caused by the shortage of cotton linter and did not fail to ensure that such injury was not 
attributed to the dumped imports, and therefore did not act inconsistently with Articles 3.1 and 3.5 
of the Anti-Dumping Agreement.  

7.8  Consequential claims 

7.203.  Canada claims that the MOFCOM acted inconsistently with Article 1 of the 
Anti-Dumping Agreement and Article VI of the GATT 1994, as a consequence of the alleged 
violations of the Anti-Dumping Agreement.346 

7.204.  Canada's claims under Article 1 of the Anti-Dumping Agreement and Article VI of the 
GATT 1994 are purely consequential, in the sense that they depend on the outcome of other 
claims brought by Canada under other provisions of the Anti-Dumping Agreement. As a 
consequence of the inconsistencies with the Anti-Dumping Agreement above, we find that China 
acted inconsistently with Article 1 of the Anti-Dumping Agreement and Article VI of the 
GATT 1994. 

8  CONCLUSIONS AND RECOMMENDATION 

8.1.  For the reasons set forth in this Report, we conclude that Canada has failed to establish that 
China acted inconsistently with: 

a. Articles 3.1 and 3.2 of the Anti-Dumping Agreement with respect to MOFCOM's 
consideration of the volume of the dumped imports; 

b. Articles 3.1 and 3.2 of the Anti-Dumping Agreement with respect to MOFCOM's 
consideration of price effects in light of changes in dumped imports' market share, and 
by taking into account pricing documents and meeting minutes in that consideration; 

c. Articles 3.1 and 3.4 of the Anti-Dumping Agreement with respect to MOFCOM's 
examination of the impact of the dumped imports on the domestic industry; and 

d. Articles 3.1 and 3.5 of the Anti-Dumping Agreement with respect to MOFCOM's 
examination of the shortage of cotton linter as an allegedly known factor other than the 
dumped imports allegedly causing injury to the domestic industry. 

8.2.  For the reasons set forth in this Report, we further conclude that Canada has established that 
China acted inconsistently with: 

                                               
344 Canada's first written submission, para. 182. 
345 The capacity utilization rate for cotton-based cellulose pulp producers was 51.43% in 2010, 57.86% 

in 2011, and 46.11% in 2012, while the capacity utilization rate for the domestic industry was 66.01% in 2010, 
53.77% in 2011, and 52.35% in 2012. (Final Determination, (Exhibit CHN-1), pp. 73 and 75). 

346 Canada's first written submission, para. 189; second written submission, para. 196. 
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a. Articles 3.1 and 3.2 of the Anti-Dumping Agreement with respect to MOFCOM's 
consideration of price effects by failing to adequately explain both the role of parallel 
price trends and the fact that dumped import prices were higher than those of the 
domestic like product; 

b. Articles 3.1 and 3.5 of the Anti-Dumping Agreement with respect to MOFCOM's 
demonstration of a causal relationship between the dumped imports and injury; and 

c. Articles 3.1 and 3.5 in connection with MOFCOM's examination of the effects of changes 
in cotton and VSF prices; domestic industry overexpansion, overproduction and 
inventory build-up; and the impact of non-dumped imports as allegedly known factors 
other than the dumped imports causing injury to the domestic industry, and MOFCOM's 
failure to ensure that injuries caused by these factors were not attributed to the dumped 
imports.  

8.3.  As a consequence of the inconsistencies we have found, we further conclude that Canada has 
established that China acted inconsistently with Article 1 of the Anti-Dumping Agreement and 
Article VI of the GATT 1994.  

8.4.  Under Article 3.8 of the DSU, in cases where there is an infringement of the obligations 
assumed under a covered agreement, the action is considered prima facie to constitute a case of 
nullification or impairment. We conclude that, to the extent that the measure at issue has been 
found to be inconsistent with the Anti-Dumping Agreement and GATT 1994, it has nullified or 
impaired benefits accruing to Canada under these agreements.  

8.5.  Pursuant to Article 19.1 of the DSU, we recommend that China bring its measure into 
conformity with its obligations under the Anti-Dumping Agreement and GATT 1994. 

__________ 
 


