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Chapter One

Case Study for a Brief Introduction to International Trade
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Part One Selected Analysis of Case Study
e EolHhit

Case 1 US-India Wool Fabric Dispute

Case Description:

The United States imposed interim protection measures, from April 18th, 1995, to restrict imports
of wool fabric for men’s and women’s shirts from India. Before the measures’ implementation, the
United States and India had discussed the possibly serious damage to U.S. domestic enterprises
resulting from the import of wool fabric for men’s and women's shirts. The two sides did not reach a
satisfactory solution. So India submitted the case to the Wotld Trade Organization for settlement.

Question:

Will the United States remove the interim protection measures?
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Answer:

In examining the facts, the experts group found that the United States did not review all the
economic variables listed in Article VI of the Agreement on Textiles and Clothing, when
determining whether import increase will damage its domestic enterprises. When determining the
causal link between detriment of domestic enterprises and the increased imports, all these variables
must be taken into account. The United States also did not analyze whether the damage was due to
changes in customer preferences or technical upgrade as required by the provision. The group
concluded that the interim protection measures implemented by the United States were coritrary to
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the Agreement on Textiles and Clothing obligations. The United States followed the resolutions of
the experts group and removed the interim protection measures.

The Agreement on Textiles and Clothing requires discriminatory restrictions on imports of
textiles and clothing should be removed gradually in the 10-year period, the completing date is
January 1st, 2005. Although the protocol aims to promote the lifting of these restrictions, it allows
importing countries to adopt transitional measures of protection to restrict imports if imports of
certain types of textile products bring a “serious risk of harm, or constitute a real threat” to domestic
firms producing the same products. Article VI of the agreement listed some economic factors (for
example, production, productivity, capacity utilization, inventories, market share, exports, wages,
employment, domestic market prices, profits and investment changes). In judging whether the
increase of imports will cause any damage, these factors must be taken into account. The agreement
further provides that if serious damage or actual threat is caused by other factors, such as technical
updates or customer preferences changes, such protection measures shall not be enforceable.
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Case2 'Whether or not GATT has been Violated

Case Description:

Country A notifies Country B that Country B is forbidden to export mutton to Country A. The
reason is that mutton hormone content exceeds the allowed amount, which will affect people’s
health. After investigation, Country B finds out that the mutton hormone content is as same amount
as that in Country A, and Country B also gets the information that Country A is unceasingly
importing the similar quality mutton from Country C.

The Country B believes that Country A has violated the GATT principles and their benefits
have been violated.

X
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Country A refutes that they adopt the measures which do not violate the GATT principles, but
belong to the general exception to be permitted.

Questions:

1. Do you think Country A has violated the GATT principles? What kind of principles? Why?

2. Do you think Country A’s rebuttal is right? Why?
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Answer:

1. Country A’s procedure has violated the most-favored nation treatment principle of GATT.

The most-favored nation treatment principle means: A member gives the preferential benefits in
customs duty or other aspects to another member’s any imported native products, and must give
unconditionally to the same imported products originating in other members.

The essence of the most-favored nation treatment principle requests the WTO members not to
take the discrimination treatment to those same products imported from or exported to different
member countries in the implementation preferential benefit or the limit aspect. This is the muitilateral
trade rule cornerstone and also the multilateral trading system livelihood legal base.

2. Country A’s rebuttal is not right.

About general exception, the item 1 of Article 20 in GATT stipulates: The necessary measures
that the contracting party adopts in order to safeguard the people’s health and the safety of plant and
animal life belong to the general exception.

Country A not only allows to sell the mutton that has the same quality with the mutton from
Country B, but also imports the same quality mutton from Country C. So it cannot use the general
exception clause.
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Case3 Misunderstanding Caused by Cultural Differences

Case Description:

In November 1998, the Germany Daimler-Benz’s acquisition of one of the three U.S. auto
makers, Chrysler Corporation, was thought by the world media as the “marriage of heaven”.
Daimler-Benz AG, which is one of the strongest companies of Germany, is known to the world as
the brand owner of “Mercedes™. Chrysler is the biggest among the three U.S. auto makers in making
profits and is the most efficient company.

It was believed that this was the most powerful combined strength across the Atlantic and it
would be a ride to be an invincible giant at the world auto market. Who would have thought,
however, that this “hopeful and powerful marriage” did not seem to be happy. Mergers and acquisitions
failed to achieve the desired goal of the company. By 2001, the company’s loss amounted to 2
billion U.S. dollars. Its stock prices were way down, and laid off its staff. The company’s running
has been in a very difficult situation.

Question:

Why did good prospects turn out to be a failure?
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Answer:
The experts believe that cultural differences between the two companies at different sides of the



