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 I, QIAO HAILI, hereby state as follows: 

1. I am a citizen of People’s Republic of China and a retired officer of the China 

Chamber of Commerce of Medicines and Health Products Importers & Exporters (“Chamber”), 

where I held the position of Director of its Western Medicine Department from 1992 through 

March 2007.  From October 1997 through my retirement I also served as Secretary General of 

the Chamber’s Vitamin C Sub-Committee, created at the direction of the Chinese government to 

regulate and coordinate the export of vitamin C.  I reside in Beijing, China and submit this 

affidavit pursuant to the Court’s Order of July 11, 2012. 

Educational History and Employment Summary 

2. Prior to 1992, I served as a mid-level officer in the People’s Liberation Army 

holding the rank of Vice Regimental Commander.  In July 1983, while still serving in the army, I 

received a three year college degree in Chinese Literature from The Open University of China 

(formerly the China Central Radio and TV University).  
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3. In 1992, I retired from the army service and reported to China’s Ministry of 

Foreign Trade and Economic Cooperation (“MOFTEC” or the “Ministry”) for a position with the 

Government.  On May 1, 1992, the Ministry assigned me to work for the Chamber and appointed 

me as the Vice Director of the Chamber’s Second Coordination Department.  In 1993, following 

the retirement of the Director of the Second Coordination Department, I became the highest level 

officer at the Chamber responsible for industry coordination of pharmaceutical products and 

medical equipment. The Second Coordination Department changed its named to Western 

Medicine Department in 1995.  In 2004, the Department changed its name to Industry 

Coordination Department and administered and coordinated export regulation of pharmaceutical 

products (including vitamin C) and a few traditional Chinese medicines.  In 2006, the 

Department was no longer responsible for administering export regulation of Chinese traditional 

medicines and changed its name back to Western Medicine Department. 

4. In 1998, I was designated by the Ministry and appointed by the Chamber as 

Director of the Chamber’s Western Medicine Department.  In that capacity, I was responsible for 

supervising and administering the industry coordination of pharmaceutical exports, including 

vitamin C.  Until my retirement I was the highest level official at the Chamber responsible for 

administering export regulation of vitamin C as well as other pharmaceutical products.  I 

reported to the Chairman of the Chamber, who was appointed by the Ministry and who in turn 

reported to the Ministry.   

The Chamber’s Creation and Mission 

5. The Chamber was established in May 1989 by the Chinese government as part of 

an effort to reform its foreign trade regime.  Prior to that time, China’s export trading was 

controlled by a few designated state-owned import and export trading companies in accordance 
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with mandatory State trading plans designed to achieve economic objectives set by the central 

government.   

6. In the 1980’s, China decided to open foreign trading rights to all categories of 

companies greatly increasing the number of companies engaged in foreign trade transactions, 

and companies began to engage in aggressive forms of competition with each other without 

appreciation of the adverse consequences of their conduct on both industries and China’s 

economy.  Frequently, the Chinese companies raced to expand their production capacity, 

competed with each other in relatively small markets for greater market share and more 

customers by cutting prices, regardless of the industry interest.  Perceiving that this would 

endanger Chinese domestic industries’ overall profitability and sustainable growth, the Chinese 

government as part of the foreign trade reform created various chambers to oversee and regulate 

its industries’ export activities so that they would act in unison when competing with foreign 

companies.  The Government transferred some former government officials to the chambers’ 

staffs and vested the chambers with regulatory authority.   

7. A number of MOFTEC regulations formalized this structure and re-enforced the 

Chinese government’s direct control and supervision of our activities on its behalf.  Thus, for 

example, a 1991 MOFTEC regulation declared that MOFTEC was in charge of regulating the 

operations of the foreign trade and economic chambers (Art. 2), directed that chambers 

established with government regulatory functions had to implement MOFTEC’s rules (Art. 14), 

and ordered that all foreign trade and social organizations had to accept the daily supervision and 

inspection of MOFTEC (Art. 19).  This regulation, entitled “Measures for Administration over 

Foreign Trade and Economic Social Organizations” (February 6, 1991), is attached as Exhibit 1.  
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It was in place throughout my period of employment and governed my activities.  As such, I am 

personally familiar with its provisions.   

8. A 1994 MOFTEC regulation directed that chamber staff be drawn primarily from 

the chamber’s members and government authorities (Art. III-8), but top management was to be 

“recommended” by MOFTEC (Art. IV-13).  MOFTEC’s “recommendations” were in effect the 

same as directives since the Ministry would designate only one person who was invariably 

“approved.”  This regulation further mandated that chamber employee compensation and salary 

be implemented under state regulations under the control and supervision of MOFTEC’s 

Personnel Department, which was to verify and approve the total salary of the Chamber (Art. V-

16, 17).  A copy of this regulation, entitled “Notice of Ministry of Foreign Trade and Economic 

Cooperation regarding Printing and Distribution of Several Regulations for Personnel 

Management of Chambers of Commerce for Importers and Exporters,” dated September 23, 

1994, Wai Jing Mao Ren Fa No. 540, is attached as Exhibit 2.  It, too, was in place when I joined 

the Chamber, was in effect throughout my period of employment governing my activities while I 

was at the Chamber, and I am personally familiar with its provisions.  

9. The Chairman and Vice Chairman of the Chamber, to whom I reported, were 

appointed by MOFTEC.  We were all dependent upon MOFTEC for the approval of our salary 

and compensation, and we all directly reported to, and received instruction from the Ministry on 

a regular basis.  Effectively, the top management of the Chamber served at the Ministry’s 

pleasure and were subject to dismissal if it was dissatisfied with our performance.  The Ministry 

was the highest level of Chinese government administrative authority for foreign trade.   

10. While I have a general awareness that many chambers were supervising many 

products on behalf of the Chinese Government under this general framework, my specific 
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personal knowledge of regulation is mainly confined to regulation by the China Chamber of 

Commerce of Medicines and Health Products Importers & Exporters, and the matters set forth in 

this affidavit are based on my personal knowledge of that Chamber’s regulation of vitamin C.   

11. Over the period of time while I was at the Chamber, the State Council and 

MOFTEC promulgated a variety of regulations under which we were delegated authority to 

regulate the foreign trade of our members in order to achieve the Chinese government’s 

economic goals.  In addition to the written directives and regulations I will discuss below, my 

Chamber colleagues and I also received from Ministry officials on a regular basis oral 

instructions and directives on specific issues and matters. 

Establishment of Vitamin C Regulation and Vitamin C Sub-Committee’s Formation 

12. Since at least the 1990’s, China’s vitamin C industry (as an industry of great 

importance to China’s national economy) has been under direct regulation and coordination, 

mandated by the Chinese government, with authority for such regulation directly vested with the 

Chamber pursuant to governmental regulation.   

13. In 1992, when I joined the Chamber, vitamin C was as one of 38 products 

designated as subject to export quota administration because of its important position in China’s 

export, with administrative responsibility assigned to MOFTEC and its local subordinate 

regulatory agencies.  See MOFTEC, Interim Regulation of Export Goods, Order. No. 4, 

December 29, 1992, attached as Exhibit 3.  Under section 4 of that regulation, with which I was 

personally familiar, such exports were “uniformly regulated and coordinated by the respective 

Import and Export Chambers of Commerce.”  Companies engaged in the producing and selling 

of these products were required to join the relevant Chambers, and the Chambers were required 

to adopt “specific coordination and regulation methods,” which were to be “strictly implemented 
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after discussion and approval by the member meeting.”  Pursuant to this general delegation of 

authority, the Chamber regulated and coordinated the efforts of the Chinese vitamin C industry 

and I directly participated in this regulation. 

14. In 1996, the Ministry issued a regulation, providing that export enterprises could 

not export at lower than “normal prices,” defined as cost plus a reasonable profit.  This 

regulation provided that exporters had to follow the coordination of the chambers, and as such 

directly governed the performance of my duties.  It further declared that failure to comply would 

be subject to strict penalties including fines or loss of the right to export.  A copy of this 

regulation, entitled “Interim Regulations of the Ministry of Foreign Trade and Economic 

Cooperation on Punishment for Conduct of Exporting at Lower-than-Normal Price” (March 20, 

1996), is attached as Exhibit 4.   

15. In 1996, the Ministry issued a report to the Chinese State Council, distributed to 

the Chamber and received by me in the regular course of my business. That report was partly 

based on a report of mine to the Ministry about the issues in the vitamin C industry, which I 

drafted and submitted during the regular course of business at the Chamber.  The Ministry 

reported to the State Council its dissatisfaction with the activities of Chinese vitamin C 

companies in export and the dangers that low prices posed to Chinese national economic 

interests.  See Wu Yi, MOFTEC’s Report to State Council Concerning Current Vitamin C Export 

Issues and Suggestions for Solutions, [1996] Waijingmao Guanfa No. 185, p.3, attached as 

Exhibit 5.   

16. In 1997, Vice Premier Li Lanqing directed MOFTEC to address the issues 

identified in the 1996 MOFTEC report through further regulation and the creation of a Chamber 

Sub-Committee to coordinate vitamin C exports.  Soon thereafter a number of regulations were 
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promulgated by the Ministry to further tighten the direct authority, control and coordination of 

chambers generally pursuant to their government-delegated authority, and to improve the 

authority and coordination of the China Chamber of Commerce of Medicines and Health 

Products Importers & Exports in respect of vitamin C in particular.  These regulations were sent 

to me in the regular course of the Chamber’s business to follow and implement. 

17. Specifically, in 1997, the Ministry and the State Drug Administration, acting 

jointly, then promulgated a regulation “related to strengthening the Chamber’s administration of 

vitamin C production and export.”  As the officer administering vitamin C industry regulations, I 

participated in the Ministry’s drafting of this regulation.  This measure, which governed my daily 

activities, included mandates to strictly control vitamin C production scale.  It imposed 

qualification requirements for conducting vitamin C exports, limiting vitamin C exporting rights 

to 30 companies.  The regulation also specified the standard for allocating export quotas, and 

required the Chamber to strengthen the coordination of vitamin C exports.  See MOFTEC & 

State Drug Administration, Notice Relating to Strengthening the Administration of Vitamin C 

Production and Export, (1997) MOFTEC Guan Fa No. 664 (November 27, 1997), attached as 

Exhibit 6.  This regulation, with which I am personally familiar, was in effect in November and 

December of 2001. 

18. Article 6 of this Ministry regulation directed the Chamber to establish a “Vitamin 

C Export Coordination Group,” which we would refer to as the Vitamin C Sub-Committee., for 

the purpose of conducting the industry coordination of vitamin C exports.  The Chamber was 

directed to formulate specific coordination methods and report these back to the Ministry.  Under 

Article 7, the vitamin C manufacturers were required to strictly implement industry coordination 

measures under the Chamber’s supervision, with penalties imposed for any attempts at 
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circumvention.  Under Article 8, the government agencies responsible for issuing export licenses 

were required to strictly review export contracts and issue export licenses only in accordance 

with the government mandated volume and price as coordinated and set by the Chamber.  

Companies who failed to comply with the industry coordination were subject to sanctions, 

including export quota reduction or even revocation of exporting right. (See Article 10). 

19. As noted above, I became Secretary General of the Chamber’s Vitamin C Sub-

Committee, and as such I had direct responsibility to administer these directives and mandates 

from the Ministry.  Early on, even before formal promulgation of the 1997 regulation, I was 

informed by the Ministry of the new Sub-Committee it would require the Chamber to create.  I 

was the person at the Chamber who was in charge of that Sub-Committee’s formation and I 

prepared and submitted a request to the Ministry to formally establish the Sub-Committee as per 

the Ministry’s directive.  In March 1998, the Ministry formally approved that request, and that 

approval document was delivered to me.  “Approval for Establishing VC Sub-Committee of 

China Chamber of Commerce of Medicines & Health Products Importers & Exporters”  (March 

23, 1998) (the “1998 Approval Directive”), attached as Exhibit 7.  

20. Under this Ministry directive the Sub-Committee became a branch of the 

Chamber and subject to the Chamber’s leadership and administration.  Its personnel were drawn 

from the Chamber and its members were vitamin C exporting companies who were members of 

the Chamber. The Sub-Committee’s major responsibility and regulatory function, also set out in 

the Ministry’s approval, was to coordinate the vitamin C export market, price and customers of 

China.  Its stated mission was both to improve the competitiveness of the Chinese vitamin C 

industry in the global market and to promote the healthy development of China’s vitamin C 

export through industry coordination.   
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21. The 1998 Approval Directive remained in effect throughout my employment at 

the Chamber and was never revoked.  As such, throughout this period the Sub-Committee 

remained responsible for coordinating vitamin C exports as directed by the Ministry.  Although 

the designated mechanisms of regulation given to the Sub-Committee by the Ministry as tools to 

discharge this delegated responsibility were to change and evolve in response to China’s 

assumption of membership in the global market, the Chamber’s Government-delegated 

responsibility to coordinate vitamin C exports through the Sub-Committee never changed and 

there were always mechanisms through which we could effect that control.  

22. In 1997, with guidance of the Ministry, I drafted a Charter to govern the activities 

of the Sub-Committee.  The document which resulted, the Charter of Vitamin C Sub-Committee 

of China Chamber of Commerce of Medicines and Health Products Importers & Exporters, 

(October 11, 1997), (the “1997 Charter”), attached as Exhibit 8,  was designed by me to set forth 

the plenary authority of the Chamber over its members, and the requirement that they participate 

in the Sub-Committee’s activities and follow the directives of the Chamber.  The Charter was 

one of the documents submitted to the Ministry for request for approval of the establishment of 

the Sub-Committee.   

23. The 1997 Charter, which was in effect in November and December 2001 and 

governed the Sub-Committee’s functions at that time, states: 

• “The Sub-Committee has the following tenets:  implementing and executing the 

state policies and regulations on foreign trade; maintaining orderly export of 

vitamin C products; … and serving for an orderly and highly efficient 

development of vitamin C foreign trade on the basis of unified coordination.” Id., 

Art. 3.  
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• “The Sub-Committee performs coordination, direction … and supervision & 

inspection functions over its members.” Id., Art. 5.  

• “Only the members of the Sub-Committee have the right to export vitamin C and 

are simultaneously qualified to have vitamin C export quota.”  Id., Art. 12.  

• Members were required to “comply with various directives, policies and 

regulations with respect to foreign trade, comply with the Charter and regulations 

of Vitamin C Sub-Committee and implement Sub-Committee’s resolution” and 

“strictly execute export coordinated price set by the Chamber…”  Id., Art. 15.   

• “Any violation of the Charter of the Sub-Committee, failure to implement any 

resolution or regulation of the Sub-Committee and failure to perform any 

member’s obligation shall be punished by the Sub-Committee by means of, 

according to gravity of circumstances, warning, open criticism and even 

revocation of its membership.  The Sub-Committee will suggest to the competent 

government department, through the Chamber, to suspend and even cancel the 

vitamin C export right of such violating member.”  Id., Art. 16.  

24. Pursuant to the mandate of the 1997 Charter, all four Chinese vitamin C 

manufacturers – Northeast Pharmaceutical Group Co., Ltd. (“NEPG”), Hebei Welcome 

Pharmaceutical Co., Ltd. (“Hebei”), Weisheng Pharmaceutical Co. Ltd. (“Weisheng”) and 

Jiangsu Jiangshan Pharmaceutical Co., Ltd. (“Jiangsu”) – became Sub-Committee members, and 

all four of these companies remained Sub-Committee members throughout the period of time of 

my employment at the Chamber and participated in the Sub-Committee meetings that I called.  

None of the other companies named as defendants in this case (China Pharmaceutical Group 

Ltd., Shijiazhuang Pharmaceutical (USA) Inc., North China Pharmaceutical Group Corporation, 
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North China Pharmaceutical Co., Ltd. and North China Pharmaceutical Group Import & Export 

Trade Co., Ltd.) ever participated in any of the Government-mandated industry coordination 

meetings conducted under the Chamber’s supervision and direction. 

Operation of the Sub-Committee 

25. As part of my responsibilities at the Chamber, and under the authority delegated 

by the Ministry, I served as the Secretary General of the Sub-Committee throughout my tenure at 

the Chamber. I also served as the Vice President from 1998 through 2001 and President since 

2002.  (Prior to 2002, a Vice Chairman of the Chamber served as the President.) As the 

authorized representative of the Chamber, I was required to administer industry coordination 

based on market changes.  I organized and presided over meetings with Chinese vitamin C 

manufacturers, sometimes calling them myself and on other occasions directing that a member 

call and organize them.  I caused notices to be sent to Sub-Committee members of scheduled 

meetings (usually at the Chamber’s offices), identified export issues to be addressed by industry 

coordination, and required members to discuss and to agree upon appropriate solutions at these 

meetings.   

26. Whether or not the members of the Sub-Committee agreed with the Chamber’s 

agendas, they were all required to participate in this process and to reach agreement on industry 

coordination measures.  These measures included developing export quota amounts for 

MOFTEC approval and insertion in its annual export plan which all exporters were required to 

follow, and the periodic setting of minimum prices which all exporters were required to charge. I 

regularly reported the Sub-Committee’s administration of industry coordination to the Ministry 

for its approval and review and oversaw the Chamber’s efforts at monitoring compliance.  
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27. This overall process of mandated meetings, discussion and coordination was 

conducted in accordance with an overall policy directive of the Chinese Government; and we 

regularly reminded the Chinese vitamin C industry of this requirement on many occasions.  For 

example, the Chairman of the Chamber at a December 4, 2000 Sub-Committee meeting which I 

chaired stated to the exporting manufacturers that they needed to be united together and to act in 

unison to face foreign parties.  

28. In a meeting held by the Chamber on April 13, 2001, a MOFTEC officer in my 

presence reminded the vitamin C manufacturers that their product had been strictly regulated 

since 1997, and reminded them of the importance of the Chamber in this process.  The officer 

further told them that the Sub-Committee was required to act proactively and that the industry 

had to obey this coordination and the industry rules.  A few days later, I issued a notice again 

telling all manufacturers of their responsibility to adhere to the price set by the Chamber and that 

non-qualifying exports would result in the cancellation of quotas.  

29. On many occasions we were told by MOFTEC, and we reminded the vitamin C 

producers, of the importance of exercising self discipline.  Basically this meant that members of 

an industry are required to act in ways consistent with the economic interests of the State, and are 

required to discipline their activities so as to achieve the economic objectives directed by the 

Government.  The Chamber, and the Vitamin C Sub-Committee which I chaired, were the 

Chinese government-delegated organizations responsible for coordinating and achieving this 

self-discipline.   

30. As employees beholden to the Government for our position and approval of 

salaries, and reporting to the Ministry, we at the Chamber were responsible to direct and regulate 

our members and MOFTEC delegated us the authority to do so.  As industries with significant 
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government ownership, with their management from the Communist Party and government 

agencies, our members were expected and required to attend our meetings, and to follow our 

direction.   

November and December 2001 Chamber Meetings 

31. In late 2001 the Chamber called and I presided over Vitamin C Sub-Committee 

coordination meetings held under the Ministry’s direct order to address potential foreign 

antidumping investigations.  These meetings were prompted by warnings from the Chinese 

Embassies in Brussels and Berlin about a threatened antidumping investigation against Chinese 

vitamin C exports, and directions by the Ministry to us at the Chamber to call a Sub-Committee 

meeting and develop a coordinated plan to address the situation.   

32. Specifically, it was part of our normal business to receive communications and 

instructions from the Ministry regarding economic policy.  In September 2001, the Ministry sent 

to the Chamber a Chinese embassy report from Brussels warning of a possible dumping suit.  A 

copy of this report, which I received in the normal course of business, is attached as Exhibit 9.  

33. Then, in early November, the Ministry sent a situation report from China’s 

embassy in Berlin to the Chamber’s liaison officer, with the written directive that we convene a 

meeting of the Chinese Vitamin C producers to address the situation.1  This report and that 

directive were given to me by the Chamber’s liaison officer in the normal course of our business.  

A copy is attached as Exhibit 10.  Following that directive, I convened a meeting of the vitamin 

C manufacturers. 

                                                 
1 There is a handwritten note on this situation report from Xiao Xia, an official of MOFTEC’s Fair Trade Bureau, to 
Vice Liaison Officer Guan stating “Is there a need to convene a meeting to analyze our future export situation?” 
which was the Ministry’s typical way of directing us to take action and convene a meeting. 
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34. This meeting, over which I presided as Secretary General of the Sub-Committee,  

was held at the Chamber’s offices on November 16, 2001.  In attendance were the 

representatives of the four vitamin C manufacturers: NEPG, Hebei, Weisheng and Jiangsu.  Also 

in attendance were the President of the Chamber, the Vice Chairman of the Chamber and the 

Liaison Director of the Chamber.   

35. The meeting began with reminders from me and the Chairman of the Chamber of 

the principles under which the Sub-Committee operated and their obligation to follow the 

direction of the Chamber. I summarized the threats of anti-dumping proceedings as had been 

reported to us by MOFTEC, as well as MOFTEC’s direction that the Chamber address the 

situation.  I also advised them that industry coordination enforcement regulations were going to 

change, and that the Chamber would be empowered to review contracts and would refuse to give 

its approval to any export contract which did not comply with the coordination measures the 

Chamber would require them to adopt.  This is the so-called “Verification & Chop.” 

36. Under my supervision and at my direction there was then extended discussion 

among the manufacturers to reach agreement to increase the minimum export coordination price 

to $3/kg from $2.8 and to export only at certain allocated volumes.  Because there was some 

disagreement among the manufacturers as to volumes that could be exported,  I told them the 

volumes they would be required to accept, exercising the power I had under the existing 1997 

regulations, the ongoing 1998 Approval Directive, and the verification & chop powers in 

preparation.  At the conclusion of the discussion,  and as directed by the Chamber, the attendees 

by hand-voting, unanimously passed the required resolution, and I so reported to MOFTEC.  

37. In December 2001, I held another meeting with the manufacturers regarding the 

coordination measures agreed to at the November 2001 meeting.  I reviewed the contemplated 
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changes to the form of regulation, told them that industry coordination would continue to be 

required, and that I would not stamp approval on any contracts which did not comply.  

Changes in Mechanisms due to WTO 

38. China’s accession to the World Trade Organization (“WTO”) in December 2001 

led to changes in the organizational format of the Vitamin C Sub-Committee and the 

mechanisms utilized by the Chamber in its review and coordination of vitamin C exports.  But 

this did not change the delegation of responsibility of the Sub-Committee members to exercise 

self-discipline under the direction and auspices of the Chamber as had been formally delegated in 

1998 and which remained unchanged.  As matter of practical fact and effect it did not change the 

fact that the Chinese vitamin C industry had to attend Sub-Committee meetings which the 

Chamber called, follow our agendas for discussion, and had to reach agreement by consensus at 

those meetings on self discipline and coordination.  The Chamber continued to have power and 

the duty, delegated by the government, to enforce these agreements.   

39. To explain, prior to China’s accession to the WTO, Chinese vitamin C exports 

were subject to a quota licensing system administered by the State where each exporter was 

required to apply for an export license for each of its export transactions.  Only companies 

identified in the 1997 MOFTEC & Customs Notice were permitted to engage in Vitamin C 

exporting.  By the end of 2001, 21 companies remained in the vitamin C export business, of 

which four were manufacturers and the remainder were trading companies. To receive a vitamin 

C export license, an exporter had to observe volume limitations set by the Ministry and minimum 

price restrictions set through industry coordination mandated, directed and administered by the 

Sub-Committee.  A local or central MOFTEC export licensing office would issue an export 

license only when the export price and quantity stated in the export contract satisfied the volume 
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and price requirements.  The Chinese Government, through its Customs, was directly involved in 

the administration of vitamin C exports.  See 1997 MOFTEC & Customs Notice, discussed 

above.   

40. In March 2002, as part of its accession to the WTO, the 1997 regulation was 

repealed. List of the Fourth Branch of Departmental Decisions Abolished by the Ministry of 

Foreign Trade and Economic Cooperation, Order No. 24 (March 21, 2002) item 11, attached as 

Exhibit 11.  In its place, the Ministry instituted a new mechanism “in order to accommodate the 

new situations since China’s entry into the WTO, maintain the order of market competition, 

[and] promote industry self-discipline.”  Notice Issued by the Ministry of Foreign Trade and 

Economic Cooperation and the General Administration of Customs for the Adjustment of the 

Catalogue of Products Subject to Price Review by Customs, MOFTEC MAO FA [2002] No. 187 

(March 29, 2002) (the “2002 Regulation”), attached as Exhibit 12.  This regulation directly 

governed the performance of my duties and as such I am personally familiar with its contents. 

41. In this regulation, we were instructed that the new mechanism, known as 

“verification and chop,” would be “conducive for the chambers to coordinate export price and 

industry self discipline.”  Specifically, all contracts covering export of vitamin C by anyone, 

regardless whether or not they were made by a Sub-committee member, would now be 

administered by the Chamber under authority delegated by the Government and before being 

submitted to Customs.  Instead, the contracts were to be submitted to me and my staff for review 

to ensure they were consistent with the self discipline agreements reached under our supervision 

and direction.  If we verified that the contracts were consistent with those mandated agreements, 

we would affix the Chamber’s “chop,” and the shipment could proceed.  The Chinese Customs 
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would not review the contracts, but they would look for our “chop”:  if our chop was not on the 

contract, Customs would not accept the application for export and the export would not proceed.   

42. Although the Verification & Chop regulation explicitly mentioned only review of 

price, our mandate to effect general coordination of the vitamin C export business under the 1998 

Approval Directive continued.  As such, the Chamber decided to use this review tool to review 

both prices and quantities and for certain periods of time would set export quotas applicable to 

products manufactured by China’s vitamin C producers.  

43. In 2003, the Ministry and Customs issued a more detailed regulation.  See 

Announcement of Ministry of Commerce of the People’s Republic of China and General 

Administration of Customs of the People’s Republic of China, No. 36, 2003 (November 29, 

2003) (the “2003 Regulation”), attached as Exhibit 13. This Announcement expressly detailed 

that all vitamin C exporters were to submit their contracts to the Chamber, and that we would 

verify them based on the “industry agreements” adopted under our direction.  It specifically 

provided, consistent with the practice that we had already adopted, that the Chamber would not 

affix its chop to non-conforming contracts.   

44. A new Sub-Committee Charter drafted by me was adopted June 7, 2002, and 

contained several statements to be consistent with the changes in the vitamin C regulation 

provisions.  However, the new Charter continued the fundamental principle that the Sub-

Committee was required to accept “guidance and supervision from the Chamber.” (Art. 4).  The 

Sub-Committee’s mandate to coordinate the vitamin C market continued under the 1998 

Approval Directive; and consistent with that directive, the new Charter directed that the Sub-

Committee “shall coordinate and guide vitamin C import and export business activities, promote 

self-discipline in the industry, maintain the normal order for vitamin C import and export 
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operations, and protect the interests of the state, the industry and its members.” (Art. 8).  

Members continued to be obliged to accept the coordination of the Sub-Committee (Art. 17). 

45.  With these acknowledgments, and the power over the verification and chop 

delegated to us by the Government, the Chamber as a practical matter retained the ability to  

direct and coordinate agreements, to threaten to withhold its chop unless satisfactory agreements 

were reached, and retained the power to prohibit exports that were inconsistent with the 

agreements reached under our supervision.  Although the new Charter provided that the Sub-

Committee became a “self-disciplinary industry organization jointly established on a voluntary 

basis” (Art. 3), as a practical matter, no manufacturer could abandon participation in the Sub-

Committee or the meetings that the Chamber called.   

46. This is because those meetings, under the Chamber’s guidance and direction, 

were to establish the prices and volumes which would meet with our approval and chop.  Anyone 

not participating in those meetings was still subject to verification and chop monitoring to ensure 

compliance with the Chamber’s coordination decisions.  (“For V&C applications made by non-

member exporters, the Chambers shall give them the same treatment as to member exporters.”  

2003 Regulation, Exhibit 2, item F.)  Those trading companies which did not join the Sub-

Committee nevertheless had their export volumes charged against the export quotas of the 

manufacturer who sold them the product, and their contracts were nevertheless subject to our 

price review.  As such, the trading companies’ export sales remained under the control of the 

Chamber.   

47. My colleagues and I at the Chamber continued to be employed and compensated 

under MOFTEC’s supervision, and were now delegated new “verification and approval” powers 

which kept us a position where we could compel all exporters to comply with industry 
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coordination directions resulting from the self discipline mandated by the government.  Exports 

of vitamin C, while no longer under the direct administration of the Chinese Government, 

continued to be subject to self-discipline under the direction and coordination of the Chamber, 

subject to the verification and chop enforcement powers delegated to us by the Chinese 

government.  We continued the regulation of vitamin C exports, which remained subject to the 

verification and chop system.   

48. I am aware that the Ministry and Chinese Customs’ 2002 verification and chop 

regulation contains a provision, which provides: “[g]iven the drastically changing international 

market, the customs and chambers may suspend export price review for certain products with the 

approvals of the general members’ meetings of the sub-chamber (coordination group) and filing 

with [Customs and MOFTEC].”  However, this provision did not give the Sub-Committee the 

unilateral power to suspend the verification and chop system because as clearly stated in the Sub-

Committee’s Charter, the Sub-Committee was supervised and guided by the Chamber.  See Sub-

Committee’s 2002 Charter Article 5.  The manufacturers did not have the authority to discard the 

verification and chop system and during my tenure as the Secretary General of the Sub-

Committee, there was never any discussion about even the possibility of discarding the 

verification and chop system with respect to vitamin C exports.  Hypothetically, if any 

manufacturer had ever proposed abolishing the verification and chop system concerning vitamin 

C exports, I would report such proposal to the Ministry as part of my responsibilities and it 

would be a matter for the Ministry’s review and determination.  The manufacturers had no 

authority to effectuate such a proposal on their own. Indeed in the 2003 regulation the 

verification & chop regulation was forcefully re-promulgated by the Ministry.  
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49. The verification and chop system provided the Chamber with an effective tool to 

enforce industry self discipline and coordination, and the Chamber on a website page added in 

mid-2002 so publicly reported, stating “Beginning on May 1, 2002, vitamin C was listed as a 

product requiring price reviews by China Customs and a seal of pre-approval by the China 

Chamber of Commerce, which has provided powerful oversight and safeguards for the 

implementation of self-discipline agreements among domestic manufacturers.”  The webpage, 

added several months after the November-December 2001 meetings, also contained statements 

reflecting the Chamber’s sensitivity to China’s new WTO obligations, but clearly described the 

work of the Chamber’s vitamin C Sub-Committee and the verification & chop mechanism. 

50. Under verification and chop, as before, China’s vitamin C manufacturers did not 

have the option of ignoring or not participating in the self-discipline process itself or the duty to 

coordinate which it entailed, nor could anyone familiar with the Chinese Government’s self-

discipline policy, the organization of the Chamber or the delegation of verification and chop 

authority within that policy, reasonably draw any such conclusion.  The Government’s Ministries 

themselves did not determine specific prices or quantities, and the Government itself did not 

intervene in those discussions.  But the Government created the Chamber, designated its 

officials, delegated us powers, and reviewed our actions and required the Chamber to coordinate. 

Industry members, subject to the ongoing self discipline mandate and the verification & chop 

oversight tool given to us by the government, had to attend the meetings that were called, and 

they had to discuss and reach agreement at those meetings under our supervision.   

51. The Chamber was never relieved by the Government of its coordination 

responsibilities, the Sub-Committee’s authorizing mandate continued in effect, and we continued 

our process of mandatory coordination as before. Throughout my entire tenure at the Chamber, I 
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have warned the manufacturers, on numerous occasions, that I would exercise the Chamber’s 

powers not to provide the chop on their export contracts unless they were compliant, and on 

several occasions I did exercise these powers.   

52. The meeting held in late 2001 in response to threatened dumping action, which I 

have described above, was one such example.  

53. During mid-2002 through early 2003, each of the manufacturers on occasion 

presented contracts which would exceed their quota. In such circumstances my staff denied them 

a chop and forced them to wait until the following month. 

54. In late 2003, after a period of significant price decline subsequent to the SARS 

epidemic where the vitamin C export price sharply dropped from an average of $9.20 in the 

summer of 2003 to around $4 in three months, I called several meetings and ultimately at my 

direction the manufacturers agreed to limit production during the first half of 2004.  

55. In 2004, I told the companies that a mechanism had to be found to limit exports 

and thereafter I directed that they implement a proposal to create and stock a warehouse in 

Shanghai. 

56. Subsequently, to compel Weisheng to comply with the coordinated shutdown 

schedule, I delayed stamping on its export contracts with the Chamber’s chop.  

57. In December 2005, I presided over a Subcommittee meeting where I required 

vitamin C manufacturers to implement the industry coordination measures of suspending 

production in April and May of 2006.  To ensure the implementation of the measures, I warned 

manufacturers that if any company quoted a lower price than the minimum export price or did 

not stop production as mandated, the Chamber would not issue export verification approvals to 

that company until it became compliant.  
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58. In June of 2006, while the Chamber acceded to requests from NEPG to postpone 

its production suspension until July, I made a telephone call to Du Chengxiang of NEPG to force 

NEPG to avoid further delay.  I reminded Mr. Du of NEPG’s obligation to follow industry 

coordination and told him that if there was any continued delay the Chamber would impose a 

series of sanctions on NEPG, including denying verification approval.  

59. This is not to say that the administration of mandated coordination and self-

discipline was perfect.  The Chamber could not force self discipline in ways contrary to market 

realities or the basic laws of supply and demand.  At some meetings agreement was possible, 

while at others as matter of overriding economics it was not.  Often these matters required 

extended discussion and I listened to and considered points made by the industry before 

formulating decisions.  In some circumstances, the Chamber later had to consider modifying the 

coordination measures to address the market conditions with more practical measures in light of 

economic circumstances.   

60. While I enforced the coordination measures within the bounds of the Chamber’s 

authority, as with any other regulatory measures there was no guarantee that circumvention 

would not be attempted. While all contracts were inspected before affixing our chop and we 

refused to affix our chop to non-conforming contracts, our ability to investigate whether the 

export price was compliant beyond the face of the contracts was limited.   

61. In addition, the Chamber had no control over pricing once the product left China.  

In a falling market, buyers and brokers were able to obtain post chop price concessions and 

rebates which were beyond the ability of the Chamber to stop. Sometimes this came to our 

attention via requests from China’s Foreign Exchange Authority to give a statement to it so that 

proceeds collections in foreign currency which were less than contract prices could be remitted. 
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There were occasions where we refused to give such a statement, such as in mid-2003, and this 

in turn presented exporters with payment delays and risks of penalties under exchange 

procedures; but customers and brokers continued to exert their power to exact price concessions 

from Chinese manufacturers. 

62. Also, there were several instances of basic changes in market dynamics, such as 

the withdrawal of vitamin C producers in other countries, the SARS outbreak in late 2002 

through the middle of 2003, and a second epidemic in late 2003-2004, where prices rose 

significantly on their own.   

63. By way of example regarding the imperfections in our administration and the 

need to respond to basic economic situations, at the November and December 2001 meetings 

discussed above, the manufacturers under our mandate reached self-discipline agreements on 

minimum export prices and export volume as the Chamber required.  At that time, these 

agreements had been expected to be implemented in early 2002, but the government did not 

actually promulgate the 2002 verification and chop regulation until May.  At that time, I received 

a report from the Customs showing that there had been an excess of more than 1,000 tons in the 

vitamin C export since January 1, 2002.  Because the market demand and supply were out of 

balance, the companies were unable to implement the agreement and they seized opportunities to 

make more sales when they could.  I devoted significant time and effort to investigate and 

determined who made the excessive export, criticized them in a Subcommittee meeting, and 

deducted from the excessive amount from their remaining annual export allocation.  

64. As another example, during the first SARS epidemic in late 2002-early 2003, 

vitamin C prices rose significantly.  However, as the vitamin C price increased, almost all 

Chinese manufacturers expanded their production capacity.  While the Chamber was authorized 
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to make recommendations to other Government agencies on new capacity additions by Chinese 

manufacturers, this was something the Chamber was given no authority to regulate.  

Consequently, in mid-2003, as the SARS outbreak subsided, there was excessive supply of 

vitamin C in the market and prices started falling.   

65. At this point the Chinese manufacturers started a “price war” by making great 

price cuts in order to secure more export sales, and it was anticipated that the price would fall 

continuously in the second half of the year.  In June 2003, I held a meeting with manufacturers 

and required manufacturers to develop industry coordination measures to stop the price war.  As 

I required, the manufacturers discussed market conditions and agreed to set a floor price of 

$9.20. However, that measure was simply unrealistic in light of the market conditions. As a 

result, in July 2003, I held another meeting with manufacturers and during that meeting the $9.20 

price was cancelled. 

66. As the price continued to fall, I continued to invoke the self-discipline mechanism 

to search for a solution.  I called for and held another meeting in September 2003 to discuss 

industry coordination measures.  At my direction, manufacturers discussed potential measures 

including export volume and price restrictions, but neither appeared practical in view of 

economic circumstances and no solution was found at that meeting.  Finally, as I discussed 

above, in December 2003, I held another meeting again to address the industry coordination 

measure and the manufacturers agreed, at my direction, to suspend production in the first half of 

2004. The other manufacturers subsequently complained that Weisheng failed to suspend 

production; but, as noted above, I was ultimately able to compel Weisheng to resume 

compliance. 
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67.  Sometimes self discipline was effective and sometimes it was not. However, 

whether the industry coordination measures adopted under our mandate were effective or not, the 

Chinese vitamin C manufacturers were required at all times to participate in industry 

coordination discussions, following the agenda the Chamber set.  There may have been 

circumstances where economic conditions negated the agreements we directed be made, but that 

does not mean they had a choice not to participate in the industry coordination process, or a 

choice not to reach agreements under my direction as dictated by economic conditions.   

68. I declare under penalty of perjury of the laws of the United States of America that 

the foregoing is true and correct to the best of my knowledge. 

In witness whereof, I have executed this declaration on this 5 day of August 2012. 

   

 
 
 

 
______/s/________________________ 
            Qiao Haili 
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