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SECTION A: Introduction

This section briefly summarises the legal framework for this Statement of Essential
Facts (SEF) and the Trade Remedies Authority (TRA)’s main findings. The
background to the review and further detail on all aspects are set out in the

remaining sections.

This SEF sets out the essential facts on which we will base our recommendation. It

should be read in conjunction with other public documents available for this case

on the public file.

The purpose is to set out our intended recommendation, provide interested parties
with a summary of the facts considered during this review, and those facts which
formed the basis of our intended recommendation. Additionally, we inform
interested parties who have supplied information how we have used that
information during the review, provide details of the analysis forming the basis of
the intended recommendation and allow interested parties to make submissions in

response.

Interested parties, contributors and any other person who has supplied information
to the TRA are invited to make submissions within 21 calendar days of the
publication date of this SEF, i.e. before 23:59 UK (United Kingdom) time on 14
June 2024 in respect of regulation 62(2) of the Trade Remedies (Dumping and
Subsidisation) (EU Exit) Regulations 2019 (as amended) (the Regulations).

We may consider submissions made after this date, but please note that we are
not obliged to do so if we believe it would cause an unnecessary delay in preparing
the final recommendation. Where we reject information for any reason, we will

publish our reasons for rejection in our final recommendation.

Registered interested parties to the case can make submissions on the Trade

Remedies Service (TRS) online platform. All submissions must be accompanied

by a non-confidential version for the public file. Those not registered on the TRS

may send submissions by email to TS0038@traderemedies.qov.uk.
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7. In exceptional circumstances it may not be possible to summarise confidential
information. If this is the case, the party must provide a ‘statement of reasons’, as
defined under regulation 45(6)(b) of the Regulations, setting out the reasons why
the TRA should treat the information as confidential and why summarising the

information is not possible.

8.  For further guidance and information regarding transition reviews, please see our

public guidance.

Al Legal Framework

9. This SEF is made pursuant to regulation 62 of the Regulations. It includes:

o the recommendation that the TRA intends to make;

o a summary of the facts considered during the transition review;

o those facts referred to in the summary which formed the basis of our
recommendation;

o details of the analysis forming the basis of the intended recommendation; and

o details of how we have used the information supplied by interested parties in

making the intended recommendation.

A2 About this Review

10. On 31 December 2020, the Secretary of State for International Trade (the
Secretary of State) determined the countervailing duty on electric bicycles (e-
bikes) originating in the People’s Republic of China imposed by the following
European Union (EU) instrument was to be transitioned: Commission
Implementing Regulation (EU) 2019/72

1 A ‘statement of reasons’ means a statement setting out reasons of a person supplying information to the TRA,
explaining why we should treat the information as confidential and why summarisation of confidential information is
not possible, as defined under Regulation 45(6)(b) of the Regulations.
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https://www.gov.uk/government/publications/the-uk-trade-remedies-investigations-process/how-we-carry-out-transition-reviews-into-eu-measures
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32019R0072&qid=1607524936147&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32019R0072&qid=1607524936147&from=EN
https://www.legislation.gov.uk/uksi/2019/450/regulation/45

11.

12.

13.

14.

This determination follows a Call for Evidence conducted by the Department for

International Trade (now Department of Business and Trade) to identify anti-
dumping and countervailing duties imposed by the EU that should be transitioned

into the UK system.

The EU measure transitioned into UK law and as set out in the Taxation Notice

2020/25 took effect as a UK measure on replacement of EU trade duties. Under
regulation 97C of the Regulations, this measure will continue until the Secretary of
State publishes a notice accepting or rejecting a recommendation following a

transition review.

The Taxation Notice 2020/25 gives effect to the European Union (EU) Trade

Remedies measure specified in the Notice of Determination 2020/25. The TRA

conducts transition reviews to determine if the measures in the Taxation Notice

should be varied or revoked in the UK.

The Notice of Initiation (NOI) was published on the 22 May 2023. The scope of the

measure transitioned by this review, as detailed within the NOI, is defined in

Section D.

A3 Period of investigation and injury period

15.

16.

The period of investigation (POI) for the review is 01 April 2022 to 31 March 2023.

To assess injury, the TRA has chosen to examine the period from 01 April 2019 to
31 March 2023.


https://www.gov.uk/government/calls-for-evidence/call-for-evidence-to-identify-uk-interest-in-existing-eu-trade-remedy-measures/outcome/final-findings-of-the-call-for-evidence-into-uk-interest-in-existing-eu-trade-remedy-measures
https://www.gov.uk/government/publications/trade-remedies-notices-countervailing-duty-on-electric-bicycles-from-china/taxation-notice-202025-countervailing-duty-on-electric-bicycles-originating-in-the-peoples-republic-of-china
https://www.gov.uk/government/publications/trade-remedies-notices-countervailing-duty-on-electric-bicycles-from-china/taxation-notice-202025-countervailing-duty-on-electric-bicycles-originating-in-the-peoples-republic-of-china
https://www.gov.uk/government/publications/trade-remedies-notices-countervailing-duty-on-electric-bicycles-from-china/taxation-notice-202025-countervailing-duty-on-electric-bicycles-originating-in-the-peoples-republic-of-china
https://www.gov.uk/government/publications/trade-remedies-notices-countervailing-duty-on-electric-bicycles-from-china/notice-of-determination-202025-countervailing-duty-on-electric-bicycles-originating-in-the-peoples-republic-of-china
https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/cf4b5bd7-8361-47df-9216-1a4e875905c6/

SECTION B: Summary and Findings

B1 Likelihood of Subsidised Imports Assessment

17. In accordance with regulation 99A(1)(a) of the Regulations we assessed whether
importation of subsidised goods subject to review would be likely to continue or
recur if a countervailing amount was no longer applied (the likelihood of subsidised
imports assessment). We determined that it is likely, on the balance of
probabilities, that subsidisation of the goods subject to review from the PRC would

recur if the measure were no longer applied.

B2 Likelihood of Injury Assessment

18. In accordance with regulations 99A(1)(b) of the Regulations, we considered
whether injury to the UK industry in the relevant goods would be likely to continue
or recur if the measure were no longer applied (the likelihood of injury
assessment). We determined that it is likely, on the balance of probabilities, that
injury would recur if the measure were no longer applied to the goods subject to

review.

B3 Economic Interest Test (EIT)

19. In accordance with paragraph 25 of Schedule 4 to the Taxation (Cross-Border
Trade) Act 2018 (“the Act”), the EIT is met in relation to the application of an anti-
subsidy remedy if the application of the remedy is in the economic interest of the

United Kingdom.

20. Overall we consider the negative impacts on the UK economy of imposing the
measure to be disproportionate to the benefits of extending the measure. The

disparity between the costs and the benefits would be less severe if the measure
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were to only apply to folding e-bikes but we still consider that the negative impacts
of the measure would be disproportionate to the benefits. Therefore we conclude
that the EIT is not met and recommend that the countervailing duty on e-bikes be

revoked.

B4 Intended recommendation to the Secretary of State

21.

22.

23.

24,

In accordance with regulation 100(1) of the Regulations, the TRA must make a
recommendation following a transition review to vary or revoke the application of

the countervailing amount to the relevant goods.

Our intended recommendation for the goods subject to review originating from the
PRC is to revoke the application of the countervailing amount under regulation
100B of the Regulations. We intend recommending that the countervailing amount
is revoked from 19 January 2024 in accordance with regulation 100B(2) of the
Regulations.

We intend to make this recommendation on the grounds that we have assessed
that it is likely that importation of subsidised goods would recur from the PRC if the
measure were no longer applied; that injury would recur to the UK industry if the
measure were no longer applied; but that the continuation of the measure does not
meet the EIT.

In reaching this intended recommendation, we considered the current and

prospective impact of the measure.



SECTION C: Background

C1 Initiation

25.

On 22 May 2023, the TRA initiated the review into countervailing duty on e-bikes
originating from the PRC.

C2 Participation in the investigation

26.

The TRA invited interested parties and contributors to register in order to
participate in the review. Annex A: Interested parties and contributors contains a

summary of information received from all interested parties and contributors.

C2.1 UK Industry

27.

28.

29.

30.

The UK producer Brompton Bicycles Ltd. (Brompton) registered an interest in the

case, submitted information and represented the UK e-bike industry.

We are aware of other UK producers of e-bikes but no other UK producers aside
from Brompton registered an interest to the case or submitted information.

The China Chamber of Commerce for Import and Export of Machinery and
Electronic Products (CCCME) in their additional submission in January 2024 (see
contributors section below), expressed concern that there was ‘a questionable
existence of a UK domestic industry’ and that Brompton's data is not

representative of the UK industry.

Brompton’s volume of production is estimated to account for more than 50% of the
overall UK production during the POI, much larger than the estimated production
quantities of the other identified potential UK producers. Estimated UK production
was provided with the UK Bicycle Association Market report. The underlying data



31.

32.

is accessible via subscription only and has therefore not been disclosed due to
confidentiality.

We estimate that Brompton account for 60% of total known employment of UK e-
bike producers according to employment figures from the most recent published

accounts of known UK e-bike producers.

Since Brompton meets the definition of “UK industry” under paragraph 6(1)(b) of
Schedule 4 of the Act, that is, producers whose collective output of like goods
constitutes a major proportion of the total production in the United Kingdom of
those goods’. It will therefore be treated accordingly for the purposes of this
investigation, particularly with the injury assessment.

C2.2 Exporters/Producers from the PRC

33.

34.

35.

Overseas exporters and overseas producers that registered their interest in the

case are included in Annex A: Interested parties and contributors.

Due to the number of responses to the pre-sampling questionnaire received during
the registration period, with respect to Regulation 56(3)(b) of the Regulations, the
TRA limited its examination of overseas exporters. The TRA published a notice of

proposed sample on 23 June 2023 that was based on sampling two companies

with the largest volume of exports and two companies with the largest volume of
exports and domestic sales.

The overseas exporters selected to be within the sample were:

e Zhongxin Power (Tianjin) Bicycle Co. Ltd (‘Zhongxin’)

e Jinhua Vision Industry Co. Ltd

e Changzhou HJ Pedal Co. Ltd

e Giant Electric Vehicle (KunShan) Co. Ltd (‘Giant China’)


https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/7eb81a81-1b07-49a9-9b10-f46a0e49535d/
https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/7eb81a81-1b07-49a9-9b10-f46a0e49535d/

36.

37.

38.

On 30 June 2023, Giant China, via their legal representatives, outlined that they

would not be able to submit the questionnaire response.

On 14 July 2023 we received notification from ‘Zhongxin’ that they had considered

our request but that would not be submitting a questionnaire to the review team.

On 21 August 2023 we published an updated notice of proposed sample that was

based on sampling two companies with the largest volume of exports and three
companies with the largest volume of exports and domestic sales, which included

those named above as well as:

e Changzhou Merrygold Machinery & Electronic Co. Ltd

C2.3 Importers

39.

40.

41.

42.

Merida Bicycles Ltd submitted a pre-sampling questionnaire (PSQ) which was
published to the public file on 29 June 2023. They were asked to provide a

guestionnaire via email on 4 Aug 2023, but no response was received.

Halfords Limited submitted a PSQ which was published to the public file on 29
June 2023. They replied to say that they would not be completing the full importer

guestionnaire.

Raleigh UK Ltd submitted a PSQ which was published to the public file on 23 Aug
2023.

Madison Cycles Limited submitted a PSQ but did not provide a satisfactory non-

confidential version. They were asked to complete a full importer questionnaire via

email on 4 Aug 2023, but this was not received.
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https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/607c4bbd-412e-4a24-9147-c1de026c62a5/

C2.4 Foreign Government

43.

The Government of the PRC (the GOC) registered its interest in the case through
its Ministry of Commerce (MOFCOM). MOFCOM submitted a pre-sampling

guestionnaire and full questionnaire to the review team.

C2.5 Contributors

44,

45.

46.

CCCME registered an interest in the case and has submitted a full questionnaire,
published to the public file on 16 October 2023. Additionally, they submitted
additional comments to the case team on 23 January 2024 which was published to
the public file on 2 February 2024.

With regard to the CCCME additional comments which included the claim of a ‘lack
of transparency in the present reviews’ due to the ‘absence of non-confidential
summaries’ for the participating domestic producer. We identified confidential
information within the original non-confidential submission, and required the party
to resubmit the submission, which delayed the publication. Additionally, to improve
the transparency, we approached the UK industry to request an amended non-
confidential annex, which would contain fewer redactions and this was published
on 6 March 2024.

The Bicycle Association of Great Britain (BAGB) registered an interest in the case
and completed a PSQ that was published on 14 June 2023.

C2.6 How we have used submitted data

47.

Throughout this transition review, we have used submitted data as part of our
evidence base upon which we have made our assessments and formed our
conclusions. We have compared submitted evidence against the totality of relevant
evidence available to us — whether this is evidence submitted by other interested
parties; evidence taken from purchased publications or publicly available data from
governmental and other sources.
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https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/74c36a1f-8fdd-49db-994c-7b022c1d6aa4/
https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/74c36a1f-8fdd-49db-994c-7b022c1d6aa4/

48.

49.

In addition to information submitted, secondary source information was used in
accordance with the Regulations. This secondary information was treated with
special circumspection and, where practicable, verified using independent sources.
This included, but was not limited to, official import statistics and data pertaining to

relevant markets.

We considered whether it was appropriate, pursuant to regulation 99A(2)(a)(i) of
the Regulations, to recalculate the countervailing amount. In doing so, we
considered a number of factors including whether the existing measure was
affecting the supply of e-bikes into the UK during the POI and injury period, and
therefore potentially distorting any recalculation, and the lack of cooperation from
overseas exporters. Taking these factors into consideration, it was considered not

appropriate to recalculate the countervailing amount.

C2.7 Verification of data

50.

51.

We undertook verification activities in relation to the information provided by the
cooperating interested parties, during which we assessed the completeness,
relevance and accuracy of that information. We have had regard to the information

supplied by interested parties and contributors, provided that this:

e complied with our statutory obligations and public guidance;

e was verifiable;

e could be used without undue difficulty; and

e was supplied within an applicable time limit and in a form that the TRA

requested.

We conducted both on-site and remote verification during this review.
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52. We visited Brompton’s Headquarters in Greenford, London on 06 November 2023

53.

4.

to carry out an initial walkthrough of their accounting systems for verification
purposes. We conducted a further verification visit between 21 to 23 November
2023. Detalils of the verification work completed can be found in our verification

report on the public file.

We conducted a virtual walkthrough of Vision’s accountancy systems on 31
October 2023. This was followed up with a more detailed verification activity,
conducted virtually between 5 & 6 December 2023. Details of the verification work

completed can be found in our verification report on the public file.

Although Merrygold’s data is verifiable, a decision was taken not to verify their data
as it was less representative of the Chinese market, in that they submitted very
little data on domestic sales. The data has, however, been used to verify analysis

and conclusions within this review.
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https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/191ab1b0-6756-4d19-9c01-098a8cad2bcf/
https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/191ab1b0-6756-4d19-9c01-098a8cad2bcf/
https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/38e84be2-2981-4f4e-ab70-b8ab5fe83170/

SECTION D: The Goods and Like Goods

D1 Description of the goods

55. The goods subject to review are electric bikes originating from the PRC and
exported to the UK, described in the NOI as:

e Cycles, with pedal assistance, with an auxiliary electric motor.

56. The commodity codes under which these goods are categorised are:

e 8711601000
e 8711609010

D2 Scope

57. Regulation 99A(2)(a)(ii) of the Regulations makes provision for the TRA to
consider, within the conduct of a transition review, whether the goods or the
description of the goods to which a countervailing amount is applicable should be

varied.

58. With their submission dated 23 January 2024, CCCME requested that the TRA
should consider changing the scope of the measures so that they were limited to
folding electric bicycles only. The reason being that the sole cooperating UK
producer, Brompton, only produce this type of e-bike. Whether the description of
the goods to which the countervailing amount applies should be varied has been
considered during the course of this review, more details of which can be found in

the Economic Interest section.

59. Within the scope assessment we have determined that all e-bikes share the same

basic physical characteristics and commercial likeness and that consumer
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perception and uses overlap significantly. Therefore, no subcategory would be

removed from the measure on this basis.

D2 Like Goods

60.

61.

62.

Like goods are defined as goods which are like the goods concerned in all

respects or, if there are no such goods, goods which, although not alike in all

respects, have characteristics closely resembling the goods concerned under

paragraph 7 of Schedule 4 to the Act.

In identifying like goods, the TRA has considered:

physical likeness, such as physical characteristics;

commercial likeness, including competition and distribution channels;
functional likeness, such as end-use or interchangeability;
similarities in production, such as method and inputs; and

other relevant characteristics.

The like goods produced by UK industry are electric bikes that have the same

general construction as the goods subject to review. They are also used for the

same application.
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SECTION E: The UK industry and UK market

E1 Overview

63. The UK industry is comprised of businesses who produce e-bikes for sale to
consumers. Some UK producers sell directly to consumers and others sell via

retailers.

64. E-bikes are a final product used for transportation for both business and leisure. E-
bike producers may sell directly to customers or via retailers such as Evans,
Halfords and smaller bike shops. Some e-bikes are used in cycle hire schemes,

but we do not believe these represent a significant portion of the market.

65. We are aware of almost 800 businesses who import and/or sell e-bikes to
consumers. Some of these are specialist bike shops while others such as Argos or

Decathlon are more general retailers who sell a wider range of products.

E2 Production Process

Figure 1: The UK e-bike industry

: Electric bike
Producer

Raw material
producers

Consumers

Bike part

q assemblers
producer
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66.

67.

E-bikes are produced by combining various bike parts. The main bike parts can be
categorized as follows:

e Chassis parts — frames, forks and shocks

e Steering parts — headsets, handlebars, handlebar stems and grips

e Brake parts — brakes, brake cables/rotor for disc brakes, brake levers
e Wheel parts — rims, spokes, hubs, tyres, tubes and rim tape

e Saddle parts — seatposts, seat clamps and saddles

e Transmission parts — pedals, derailleurs, derailleur hoses, cranks, cassette
sprockets, chain, shifters

e Other cycle components — chainguards, mudguards, carriers, kickstands, bells,

lights and reflectors
e E-bike components — electric engines, speed sensors, batteries and displays.

The main components for e-bikes are made from raw materials including carbon
fibre, steel and aluminium. Except for the final category (electric bike components),

e-bikes are made using the same types of parts as conventional bicycles.

E3 Market size and structure

68.

Our research indicates there are at least 14 UK producers of e-bikes. The largest
is Brompton which accounts for 60% of the roughly 1,000 people employed by
known UK producers of e-bikes. Brompton produces many of its own bike parts,
but we believe some UK producers only assemble bike parts purchased from other
businesses (often from outside the UK). Most UK e-bike producers also produce
conventional bikes. Brompton sells significantly fewer e-bikes than conventional

bikes, but we do not know if this ratio is similar for other UK producers.
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69. Table 1 below shows the estimated market share by value for different types of e-
bikes. E-mountain bikes and e-hybrid bikes constitute around 80% of the market.
Within each of these types, there is significant price differentiation by both brand

and quality.

Table 1. Estimated share of total UK e-bike sales value, by product type, 12
months up to June 2023

Type Share of total value of UK e-bike sales
E-Mountain Bike 45.2%
E-Hybrid Bike 32.5%
E-Cargo Bike 11.9%
E-Folding Bike 4.2%
E-Road Bike 4.0%
E-Gravel Bike 2.0%
Other 0.1%

Source: Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)

70. There is also substantial government interest in the use of bikes and e-bikes. The
Department for Transport’s Cycling and Walking Investment Strategy includes an
ambition to make walking and cycling the natural choices for shorter journeys, or
as part of a longer journey by 2040.2

E4 Market trends

71. The Bicycle Association estimates that 161,000 e-bikes were sold in the UK in
2022. There was significant growth in the number of e-bikes sold from 2018-2021
but there has been a slight dip more recently which the Bicycle Association believe
may be due to the cost-of-living crisis. E-bikes are becoming increasingly important
relative to conventional bikes. In 2018, just 3% of total bikes sold were e-bikes but
this proportion was 8% by 20223,

2 Department for Transport (The second cycling and walking investment strategy)
3 Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
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https://www.gov.uk/government/publications/the-second-cycling-and-walking-investment-strategy/the-second-cycling-and-walking-investment-strategy-cwis2
https://www.bicycleassociation.org.uk/market-data/mds-buy-reports/

E5 Competition in the market

72. There are a lot of e-bike producers domestically and abroad. For producers who
buy parts and assemble them, there are low barriers to entry in the market.

Producers who make some of their own parts will face higher barriers to entry.

73. We estimate that UK producers accounted for around 4% of e-bikes sold in the UK
over the injury period. This figure is highly uncertain as we only have sales data for
one UK producer. The remaining e-bikes are imported. Import data shows that e-
bikes were imported from 42 countries in the last two years of the injury period with

the largest values coming from Taiwan and Germany.

74. E-bikes are relatively expensive consumer products with a varied range of models.
It is unclear how willing consumers are to switch between types of e-bikes. 50% of
consumers responding to our survey indicated that the type of e-bike was the most
or second-most important consideration when buying an e-bike which implies that
competition between types of e-bikes may not be as strong as competition within
types. E-bikes also face competition from other modes of transport. Research from
the Department for Transport suggests that conventional bikes and cars are the

modes which compete most directly with e-bikes*.

75. The market has significant use of advertising, high levels of consumer choice and
strong brand recognition. Around 20% of respondents to our consumer survey
indicated that brand was the most or second-most important consideration when

buying an e-bike.

4 Department for Transport (Cycling Diversion Factors Rapid Evidence Assessment Summary Report)
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SECTION F: Likelihood of Subsidy Assessment

F1 Introduction

76. In accordance with regulation 99A(1)(a) of the Regulations, we have considered
whether the importation of the subsidised goods would be likely to continue or

recur if the countervailing amount were no longer applied to those goods.

77. Our likelihood assessment considered the following factors:

e Continued importation of subsidised goods (subsidised imports);

e Subsidy programmes in the exporting country;

e Exports to third countries;

e Attractiveness of the UK market to exporters;

e Whether exporters have previously or habitually circumvented trade remedy
measures;

e Any other relevant factor.

F2 Continuation of subsidised imports whilst measures have been in

place

78. We assessed whether there has been a continuation of imports of electric bicycles
from the whole of the PRC using 10-digit commodity codes as shown in table 2
below, covering the period before the measures were in place, the injury period of

this review and the POI.

20



Table 2: Volume (kg) of e-bike imports from the PRC (April to March)

2015/16(2016/17|2017/182018/19 |2019/20|2020/21 |2021/22

2022/23

Index (2015/16
=100)

100 94 122 50 10 16 32

19

Source: Customs Declaration data, HMRC. Total Import volumes by kg. Prior to 2018, imports dispatched

from the EU but originating from the PRC are unavailable.

79.

80.

81.

It is evident that PRC imports of electric bikes into the UK increased in volume
from April 2015 to March 2018. The current measure came into effect in January
2019 and appears to have had a direct effect on volume of PRC e-bikes entering
the UK. There was a large decrease in imports of 72 percentage points in April
2018 — March 2019 when compared to the previous year. This drop is likely to be
in part due to the anticipation of the measure coming into effect and then the actual
measure being in place. The import volume continued to decrease significantly in
the first injury period (April 2019 — March 2020) as the measure fully came into
force for a full year. Although there was a moderate increase of imports through
the second and third year injury periods, imports have subsequently decreased
again during the POI (April 2022 — March 2023), substantially down from levels

seen prior to the measure coming into place.

Although measures have been in place, there has been a continuation of goods
subject to review entering the UK market. We have found that most subsidy
programmes originally investigated by the European Commission are still in
existence (as we explain in more detail throughout this document). Therefore it is
likely that subsidised imports have continued to enter the UK while the measures

have been in place.
Continued imports have meant that the PRC industry has maintained trade

channels to the UK that could be easily exploited in the future to increase import

volumes.
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82. We conclude therefore, that it is highly likely that should the measure be removed,
there would be a continuation of PRC subsidised e-bikes entering the UK market.

F3 Subsidy programmes still in place or likely to be put in place in the

exporting country

83. The European Commission (EC) found in Commission Implementing Regulation

(EU) 2019/72 that the following subsidy programmes were in place for the electric

bicycles industry in the PRC:

e Preferential financing and insurance: loans and export credit insurance;

e Provision of goods for less than adequate remuneration (electric motors and
batteries);

e Provision of land use rights (LUR) for less than adequate remuneration;

e Enterprise Income Tax privileges for High and New Technology Enterprises;

e Enterprise Income Tax offset for research and development expenses;

e Exemption from tax of dividend income between qualified resident enterprises;
and

e Grant programmes

84. We have found that each of these subsidy programmes except for “exemption from
tax of dividend income between qualified resident enterprises” are more likely than
not to continue for the electric bicycles industry in the PRC. The European
Commission only found “exemption from tax of dividend income between qualified
resident enterprises” in one cooperating exporter for a countervailable amount of
0.04%, which is a significantly smaller amount than the other countervailable
subsidies. Therefore, the overall likelihood of subsidised imports continuing or

recurring is not affected by this subsidy not being found to be likely to continue.
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F3.1 Government Plans, Projects, and Other Documents

85.

Before analysing the alleged subsidisation of the goods concerned, in the form of
specific subsidies or subsidy programmes, the TRA assessed relevant government
plans, projects, and other documents from the PRC that are likely to support or
encourage the formation of these subsidies. We found evidence within these areas
that support the implementation of the Government of China's (GOC)
encouragement of the production of electric bicycles. Further details are given

below.

The 14" Five Year Plan

86.

87.

88.

The 14™ Five-Year Plan for Economic and Social Development and Long-range
Objectives Through the Year 2035 of the People's Republic of China® (‘the 14"
Five Year Plan’), which covers the period 2021-2025, highlights the strategic vision
of the GOC for improvement and promotion of key industries. It emphasizes the
role of technological innovation in the economic development of the PRC, as well
as the continued importance of ‘green’ development principles. According to Part
3, one of the main development lines is to promote the development of the modern

industrial system, as was already the case in the 13™ Five Year Plan.

Promoting green development is the main subject of Part 11 of the 14™ Five Year
Plan. This details the implementation of a ‘sustainable development strategy’ and

promotion of ‘a comprehensive green transformation’.

Article VIII aims at deepening the implementation of the manufacturing
powerhouse strategy by promoting the ‘optimization and upgrading of the
manufacturing industry’. This will be done by deepening the implementation of
‘green manufacturing projects’ and increasing ‘green manufacturing’. To increase

manufacturing core competitiveness, there is an aim to ‘make breakthroughs in

5 CSET Original Translation: China's 14th Five-Year Plan (georgetown.edu)
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90.

91.

92.

93.

94.

key technologies such as high-safety power batteries, high-efficiency drive motors,
and high-performance power systems for new energy vehicles and accelerate the
R&D of key components.

89. These areas outlined for growth in the PRC are all key to the e-bike industry and
components, such as batteries and drive motors, constitute a significant proportion
of the cost-to-make of an e-bike.

The Work Plan

The Work Plan for Stabilizing the Growth of Light Industry (2023-2024)¢ (The Work
Plan) prepared by the GOC to boost development of the light industry in the PRC, also

identifies the battery and electric bicycles industries as key industries.

The Work Plan states that ‘the research and application of key technologies and
materials in the fields of lead-acid batteries, lithium-ion batteries, and primary batteries
shall be accelerated.’” Lithium-ion batteries are key components in the electric bicycle

industry.

The Work Plan explains that ‘applications in new energy vehicles’ will be expanded, and
that a ‘cooperation platform shall be built to promote the battery industry's enhanced
connection with electric bicycles’. With the aim of promoting ‘integrated development’ for

both the battery and electric bicycle industries.

The Work Plan lists some policy measures to promote key industries. These include
endeavouring to ‘optimize the supply structure to enhance the overall efficiency of
industrial chains’, boosting ‘consumer demand by innovating consumer scenarios’, and

supporting ‘overall improvement in economic performance’.

Other policy measures included in The Work Plan include the promotion of ‘upgraded

and innovative products’, enhancing the ‘competitiveness of the top 100 light industry

6 Notice by the Ministry of Industry and Information Technology, the National Development and Reform Commission,
and the Ministry of Commerce Regarding Issuing the Work Plan for Stabilizing the Growth of Light Industry (2023-
2024) (lawinfochina.com)
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enterprises’, and progressing ‘high-end, digital, and environmental-friendly

development’. Finally, The Work Plan looks to continue to improve ‘the quality and

efficiency of industrial development’.

Catalogue of the Guidance of Foreign Investment Industries

95.

96.

97.

The Catalogue of the Guidance of Foreign Investment Industries (Revised 2017)
lists the encouraged industries for foreign investment, the negative list for foreign
investment access, and prohibited industries for foreign investment. To qualify for
many of the subsidy programmes and preferential financing you often need to be

identified as an 'encouraged industry’.

Bicycles parts, batteries, and light metals for frames are part of the list of
‘encouraged industries’ in the Catalogue of the Guidance of Foreign Investment
Industries (Revised 2017). In particular, the list mentions research, development
and manufacturing of new types of lightweight and environment-friendly materials
produced from aluminium or aluminium alloys, in addition to the manufacturing of

high-tech green batteries including lithium-ion batteries.

Many e-bike frames are produced using aluminium and lithium-ion batteries are a

key component of an e-bike.

Made in China 2025

98.

Made in China 2025 of the State Council (Decision No.28 of 2005)8 (Made in China
2025) is a state-led industrial policy with an aim to reduce the PRC’s reliance on
foreign technology imports and invest heavily in its own innovations.® It includes
‘green development’ among its guiding principles, and lists the strategic tasks to

implement by 2025, including increasing the ‘research and development of

7 LUOHU GOVERNMENT ONLINE (Catalogue of Industries for Guiding Foreign Investment - Investment Guide)

8 PRC State Council (Notice of the State Council on the Publication of "Made in China 2025")

9 |nstitute for Security & Development Policy (Made in China 2025)
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99.

100.

advanced energy-saving and environmental protection technologies, techniques,
and equipment’, and strengthening the ‘research, development, and application of

green products.’

Within Made in China 2025, plans are set out regarding new energy vehicles
whereby the GOC would ‘continue to support the development of electric vehicles’.
Made in China 2025 also promotes the ‘integration of energy-saving and new
energy vehicles with independent brands at internationally advanced levels.” This
indicates that Made in China 2025 is also encouraging brand recognition outside of
the PRC, promoting the export market and increased visibility globally.

The above policies, plans and guidance outlined by the GOC, give rise to direct
support to e-bike manufacturers in the PRC through the banking and insurance
sector, provision of land, and tax relief. This support can come specifically through
subsidies such as preferential loans, preferential export credit insurance, or grants.

The following sections go into each of these sectors in more depth.

F3.2 The Banking Sector in the PRC

101.

There is a close relationship between the PRC banking sector, the GOC and the
Communist Party of China (CPC) which suggests that the policies, guidance and
plans set out above are encouraged to be carried out under close supervision
leading to preferential lending activity to encouraged industries including the e-

bikes sector.

The Export-Import Bank of China

102.

The Export-Import Bank of China (EXIM) states in its Articles of Association that it
is under the direct leadership of the State Council.’? The Articles of Association

also state that EXIM’s financial business shall be subject to the direction and

10 Flylib (The Export - Import Bank of China Articles of Association)
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supervision of the Ministry of Finance (MOF), the Ministry of Foreign Trade and
Economic Cooperation, and the People's Bank of China. The Board of Directors is
directly responsible to the State Council; the Chairman and Vice-Chairmen shall be
appointed by the State Council, while Directors shall be nominated by the relevant
ministries and commissions and approved by the State Council. In EXIM’s 2022
annual report, it is stated that the bank ‘endeavoured to implement the
commitment made by the [Communist Party of China (CPC)] and the Chinese
government.’** This shows that EXIM are likely to follow national policy and act

upon guidance from the GOC and CPC.

Bank of China

103. As of 2015, the main shareholder of the Bank of China (BOC) is Central Huijin
Investment Ltd., which held 63.63% of the total ordinary shares.'? Central Huijin
Investment Ltd. is a state-owned investment company.'® Hence, BOC’s main
shareholder is the GOC. The GOC, in its capacity of main shareholder, has the
power to appoint both the executive and the non-executive Directors of the bank,
which constitute the Board of Directors. Article 142 of the Articles of Association
state that the Board of Directors decides strategic policies, business plans and
material investment plans, appoints or dismisses senior staff such as the President
and Secretary of the Board, the Vice President, and other senior management
personnel. The Board further decides on the implementation of resolutions at the
shareholders' meeting and approves policies regarding the relative basic
management of the bank.* This non-exhaustive list of responsibilities illustrates
the institutional control of the State on BOC's daily business. Furthermore, in
BOC’s 2022 Annual Report, it is stated that the bank will ‘earnestly implement the

guiding principles of the 20th CPC National Congress, major national decisions

11 The Export - Import Bank of China (2022 Annual Report)
12 Bank of China (Ordinary Shares)

13 Central Huijin Investment Ltd. (About Us)

14 BANK OF CHINA LIMITED (Articles of Association)
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and plans, and regulatory requirements.’*® This shows that BOC are likely to follow
national policy and act upon guidance from the GOC and CPC.

Industrial and Commercial Bank of China

104.

105.

As of 2021, the main shareholders of the Industrial and Commercial Bank of China
(ICBC) are Central Huijin Investment Ltd. and the MOF, which are both state-
owned, holding 65.85% of the total ordinary shares.'® Hence, ICBC’s main
shareholder is the GOC. The GOC, in its capacity of main shareholder, has the
power to appoint both the executive and the non-executive Directors of the bank,
which constitute the Board of Directors. Article 138 of the Articles of Association
state that the Board of Directors exercise functions and powers including
implementing resolutions of the shareholders meetings, deciding on the business
plan and investment proposal of the bank, formulating basic management
systems, and engaging or dismissing vice president and other senior management
personnel.l” This non-exhaustive list of responsibilities illustrates the institutional
control of the State on ICBC’s daily business. Furthermore, in ICBC’s 2022 Annual
Report, it is stated that the bank will ‘implement in depth the guiding principles for
the 20th CPC National Congress’.'8 This shows that ICBC are likely to follow
national policy and act upon guidance from the GOC and CPC.

These banks are seen as representative of other state-owned financial institutions.
Where the GOC has institutional control over banks, it can influence preferential
lending to encouraged markets. As seen in The Work Plan and the Catalogue of
the Guidance of Foreign Investment, electric bicycles and batteries are
encouraged industries, and green development principles are at the forefront of the
14" Five Year Plan and Made in China 2025. Thus, the GOC has a normative
framework that guides the behaviour of state-owned banks in the PRC.

15 BANK OF CHINA LIMITED (2022 Annual Report)

16 Industrial and Commercial Bank of China Limited (Shareholding Structure)

17 Industrial and Commercial Bank of China Limited (Articles of Association)

18 |ndustrial and Commercial Bank of China Limited (2022 Annual Report)
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F3.3 Preferential Financing and Insurance: Loans

106.

107.

108.

Loans can be shown to be preferential by having interest rates that are lower than
the benchmark rate within the country that they are attained from. We sought
further information about whether the GOC exercised meaningful control over the
conduct of State-owned and commercial banks with respect to their lending
policies and assessment of risk towards the electric bicycles industry. Article 34 of
the Law of the PRC on Commercial Banks'® (‘Bank law’) and Article 15 of the
General Rules on Loans?® (implemented by the People's Bank of China) were
relevant to this assessment. Article 34 of the Bank law applies to all financial
institutions operating in the PRC. It states that ‘Commercial banks shall conduct
their business of lending in accordance with the needs of the national economic
and social development and under the guidance of the industrial policies of the
State’. Article 4 of the Bank Law states that ‘Commercial banks shall, pursuant to
law, conduct business operations without interference from any unit or individual.
Commercial banks shall independently assume civil liability with their entire legal
person property’. However, Article 4 of the Bank law is applied subject to Article 34
of the Bank law, where the State establishes a public policy then the banks

implement it and follow State instructions.

In addition, Article 15 of the General Rules on Loans states: ‘In accordance with
the State's policy, relevant departments may subsidize interests on loans, with a
view to promoting the growth of certain industries and economic development in

some areas’.

We consider that the combination of legislation and guidance published by the
GOC mentioned above support the conclusion that, as electric bicycle
manufacturers are a supported industry within the PRC, they are likely to benefit

from preferential loans from State-owned and commercial banks.

19 The National People's Congress of the PRC (Law of the People's Republic of China on Commercial Banks)

20 Lehman Law (General Rules on Loans - 1996)
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F3.4 Preferential Financing and Insurance: Export Credit Insurance

109.

110.

111.

112.

113.

Export credit insurance protects an exporter of products and services against the
risk of non-payment by a foreign buyer. Within the PRC, export credit financing
and insurance is channelled through three organisations: the China Development
Bank; China’s Export-Import Bank; and China Export & Credit Insurance
Corporation (Sinosure). Sinosure is a state-owned policy-oriented credit insurer
and is the only insurer that underwrites medium- and long-term export credit

insurance and overseas investment insurance.?!

Within its own profile, Sinosure states that it ‘promotes Chinese exports of goods,
technologies and services, especially the exporting of high-tech and high-value-
added capital products such as mechanical and electrical products’ by means of

export credit insurance against non-payment risks.2?

The Sinosure website also states that it is a ‘state-funded and policy-oriented
insurance company established and supported by the state’ in the PRC.
Companies House states that Sinosure is a ‘Private Limited Wholly-Owned State
Company’.?® This means that the GOC has the power to appoint and dismiss the

company's senior managers.

We can conclude that the GOC has created a normative framework within the
finance and insurance sector that is to be followed by the managers appointed by
the GOC. This conclusion is further supported by the fact that Sinosure state that
they will be focussing on the aspect of supporting MSMEs ‘in a targeted manner

through combined approaches such as “government bank insurance™.?*

We can also infer that Sinosure is accountable to the GOC as, following

instructions from the State Council, ‘ MOFCOM will work with Sinosure to build on

21 Fitch Ratings (China Export & Credit Insurance Corporation)

22 SINOSURE (China Export & Credit Insurance Corporation - Corporate Profile)

23 Companies House: SINOSURE

24 MOFCOM (Notice on Expansion of Export Credit Insurance)

30


https://www.fitchratings.com/research/insurance/china-export-credit-insurance-corporation-13-04-2023#:~:text=SINOSURE%20is%20the%20only%20insurer,investment%20insurance%20in%20mainland%20China.
https://www.sinosure.com.cn/en/Sinosure/Profile/index.shtml
https://find-and-update.company-information.service.gov.uk/company/FC025135
http://english.mofcom.gov.cn/article/pressconferencehomepage/foreigntrade/202204/20220403304982.shtml

114.

115.

the efforts of previous policy measures to fully support export credit insurance’.
Therefore, the GOC relies on this normative framework in order to exercise control

in a meaningful way over Sinosure.

The Sinosure website articulates that it ‘covers more than 360 million global
enterprises and banks’, and so it is likely that part of the electric bicycle industry is
covered, especially as Sinosure specialises in covering the exporting of high-tech

and high-value-added capital products such as mechanical and electrical products.

As the GOC has meaningful control over Sinosure, it can subsidise financing and
insurance for encouraged industries, such as the e-bikes industry. Thus, it is more
likely than not that subsidisation through preferential financing and insurance for

the electric bicycles industry in the PRC will continue from Sinosure.

F3.5 Provision of Key Components of Electric Bicycles For Less Than Adequate
Remuneration

Provision of Motors for Less Than Adequate Remuneration

116.

117.

Motors are a key component of an electric bicycle. If motors are subsidised due to
government plans or policies, then the electric bike industry are likely to be

provided with motors for less than adequate remuneration.

We have identified several sources indicating government support to the industry
of motor manufacture, because of their position in the electric bicycle supply chain.
These documents include the 14™ Five Year Plan, the Catalogue of the Guidance
of Foreign Investment Industries (Revised 2017) and Made in China 2025. These
documents emphasize the need to improve the performance and standard of
important inputs to the electric bicycle industry, such as motors, and establish an

integrated electric bicycle production chain in the PRC.

31



118. The 14" Five Year Plan lists plans to make breakthroughs in ‘key technologies
such as... drive motors... for new energy vehicles’. Additionally, the Catalogue of
the Guidance of Foreign Investment Industries (Revised 2017) also lists ‘driving
motors of electric vehicles’ as one of the encouraged industries. Made in China
2025 states that the GOC plans to ‘support the development of electric vehicles
and...drive motors’. These government plans and guidance documents show that
motors for electric bicycles are a key, encouraged industry that should receive

support as outlined by the GOC.

119. The 2018-2023 China E-bike motor industry Market Demand and Investment
Consulting Report?®, produced by YuboZhiye Market Consulting, states that the
‘development trend of bicycle electrification is of great significance to the
development of the electric bicycle motor industry. It is essential to expanding the
industry's market demand and to promoting the further expansion of the industry
scale. In addition, since the motor is the core component of the electric bicycle, the
development of the motor industry is essential as it enhances the competitiveness
of the entire industry chain.’ This is further evidence that the motor industry is

interconnected to the supply chain of electric bicycles in the PRC.

120. These documents evidence the GOC’s promotion of the motor industry in the PRC.
They also show the GOC'’s plans to encourage the development of the motor
industry to enhance the electric bicycle industry. Therefore, subsidised motors are
likely to enter the electric bicycles supply chain within the PRC.

Provision of Batteries for Less Than Adequate Remuneration

121. Batteries are a key part of an electric bicycle. If batteries are subsidised due to
government plans or policies, then the electric bicycle industry are likely to be
provided with batteries for less than adequate remuneration.

25 Chinabgao (2018-2023 China Electric Bicycle Motor Industry Market Demand and Investment Advisory Report)
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122.

123.

124.

125.

We have identified several sources indicating government support to the industry
of manufacturing batteries, because of their position in the electric bicycle supply
chain. These documents include the 14™ Five Year Plan, the Work Plan, the
Catalogue of the Guidance of Foreign Investment Industries (Revised 2017) and
Made in China 2025. These documents emphasize the need to improve the
performance and standard of important inputs to the electric bicycle industry, such
as batteries, and establish an integrated electric bicycle production chain in the
PRC.

The 14™ Five Year Plan articulates that there is an aim to ‘make breakthroughs in
key technologies such as high-safety power batteries... for new energy vehicles’.
The document also states that there are plans to ‘accelerate the R&D of key
components’. This is likely to be a financial contribution through grants or tax

breaks in R&D, to the benefit of battery manufacturers.

The Work Plan also includes details identifying batteries as a key industry. It states
that the research and application of key technologies and materials in the field of
batteries such as lithium-ion batteries, which are used in e-bikes ‘shall be
accelerated. The Work Plan also explains that a ‘cooperation platform shall be built
to promote the battery industry's enhanced connection with electric bicycles’.
These plans show the guidance the GOC is giving to industries to actively support
the battery industry through its research and development. In addition to the
encouragement of ‘integrated development’ for both the battery and electric bicycle

industries.

The Catalogue of the Guidance of Foreign Investment Industries (Revised 2017)
lists the ‘manufacturing of high-tech green batteries... lithium-ion batteries’ as one
of its encouraged industries. Made in China 2025 also states that the GOC wants
to promote the development of new energy and renewable energy equipment

including ‘advanced energy storing devices’, and ‘user-end equipment’. Its
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126.

127.

128.

ambition is to achieve breakthroughs in the manufacturing and application
technology of key components and materials such as ‘high-power electronic
devices'. It is likely that this is further government guidance that directs a national

strategy of support to the PRC battery industry.

With specific mention of the e-bike industry, the ’'In-depth analysis lithium-ion
battery industry for electric bicycles in 2018-2023 and guidance report on the “13th
Five-Year” development plan’?® states that the GOC ‘continue to support the key
technologies of key materials and key equipment, improve the construction of
lithium-ion battery industry chain as soon as possible, support the lithium-ion
battery industry and product upgrades and reduce costs.’ It also states that ‘the
cooperation between battery and upstream and downstream industrial chain, such
as lithium-ion power battery and electric bicycle, electric vehicle and power supply
management system, will be promoted through the form of industrial alliance or

technical cooperation alliance.’

The guidance report also articulates that ‘the high cost restrains the development
of energy storage industry, and the market expects high policy subsidies for the
energy storage industry. It is expected to be realized in the lithium battery industry

in the medium and long term.’

These plans and guidance documents from the GOC give specific encouragement
to organisations to actively support the battery industry through amongst other
areas, its research and development, and that costs should be reduced. It is highly
likely that financial support would be given through government initiatives and the
financial sector and would lead subsidised batteries entering the electric bicycles

supply chain.

26 Chinabgao (In-depth analysis of the lithium-ion battery industry for electric bicycles from 2018 to 2023 and

guidance report on the development plan of the 13th Five-Year Plan)
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F3.6 Provision of Land Use Rights (LUR) for Less Than Adequate Remuneration

129.

130.

We believe the electric bike industry within the PRC is further supported by the
provision of land on which to build and operate a factory at less than adequate
remuneration. Ownership of all land within the PRC is outlined to be by the state in
Article 2 of the Land Administration Law of the People's Republic of China?’.
Article 2 of the Decree of the Ministry of Land and Resources of the People's
Republic of China Number 392 (Decree number 39) is a government industrial
policy to determine the bottom or reserve price paid for land use. Decree number
39 does not distinguish between land use rights purchased from the state directly
and those transferred between parties, stating that the auction and listing rules set
out in the Decree apply to “the right to use the state-owned construction land”.
With all land in the PRC being owned by the state, such rules would apply to all
land use right transfers. Further, Article 2 indicates that the process of issuing
bidding announcements, inviting bids, and determining the holder of land use
rights following bidding is conducted by “...competent administrative departments
for land and resources of the people's governments of cities and counties”. Article
10 of Decree number 39 demonstrates that this extends to the determination of bid

starting prices and reserve prices.

In the Final Determination for the case ‘AS0022 - Single-mode Optical Fibre
Cables from China'?®, the TRA found that that prices paid for LUR in the PRC were
not representative of a market price determined by free market supply and
demand. It was demonstrated that the GOC mandates that its industrial policies
are factored into land use prices in addition to land valuations. Additionally, it was
established that despite under-pricing of land use rights by local authorities to

attract investment being illegal, enforcement in this area is inconsistent.

27 Law Info China (Land Administration Law of the People's Republic of China (2004 Amendment))

28 The Central People's Government of the PRC (Decree of the Ministry of Land and Resources of the People's

Republic of China)

29 Trade Remedies Service (AS0022: Single-mode Optical Fibre Cables from China)
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131. The TRA also found that the land use subsidies are specific in terms of access
being limited to certain enterprises. The TRA identified that the opportunity to
participate in auctions for specific land parcels is restricted based on industry, that
the reduced reserve prices for such auctions are also dependent on industry type,
and that the beneficiaries of such policies include high-technology industries. The
current transition review did not show any noticeable changes in this respect. It
has been previously shown that the electric bicycles industry is considered a key
industry in the 14" Five Year Plan and The Work Plan.

132. Certain decisions by the State Council give an indication to the restrictions given to
land allocation. Decision No 40% requires that public authorities ensure that land is
provided to encouraged industries and Article 18 of the decision makes clear that

industries that are ‘restricted’ will not have access to land use rights.

133. The laws and guidance published by the GOC’s support the principle that the
electric bicycle industry, as an encouraged industry, is supported through the
provision of LUR for less than adequate remuneration. It is more than likely that
this practice still exists within the PRC.

F3.7 Direct Tax Exemption and Reduction Programmes (Enterprise Income Tax

(EnIT) Privileges for High and New Technology Enterprises and EnIT Offset for
Research and Development Expenses)

EnIT Privileges for High and New Technology Enterprises

134. The Law of the People's Republic of China on Enterprise Income Tax®! (‘EnIT
Law’) states that ‘a high and new technology enterprise that needs key support by
the State’ are given a reduced enterprise income tax rate of 15%, rather than the
standard tax rate for companies within the PRC which is 25%. The legal basis of

30 Laws of the People's Republic of China (TEMPORARY PROVISIONS ON PROMOTING INDUSTRIAL
STRUCTURE ADJUSTMENT)
31 The National People's Congress of the PRC (Law of the People's Republic of China on Enterprise Income Tax)
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135.

136.

137.

this programme is Article 28 of the EnIT Law?®? and Atrticle 93 of the Implementation
Rules for the Enterprise Income Tax Law?? of the PRC.

Article 25 of the EnIT Law states that ‘The State implements preferential tax
policies with respect to the industries and projects which have the major support
of, and the development of which is encouraged by, the State.” As stated
previously, the 14" Five Year Plan and The Work Plan, outline electric bicycles as

a key industry that is encouraged by the State.

There is evidence that leading electric bicycle manufacturers in the PRC are in
receipt of state encouraged EnIT privileges. AIMA Technology (AIMA) is a leading
Chinese electric bicycles manufacturer.34 In 2022 its sales volume reached over 10
million units, with 7 million of the total being attributed to electric bicycles. Revenue
over the same period totalled £2.306 billion, £1.3 billion being attributed to electric
bikes. Subsidiaries of AIMA have qualified as a hi-tech enterprise in 2021 and
2022. AIMA’s 2022 annual report states ‘Tianjin Aima Vehicle Technology Co.,
Ltd., Guangdong Aima Vehicle Technology Co., Ltd. and Guangxi Aima Vehicle
Technology Co., Ltd. were qualified for hi-tech enterprise in 2021, and may enjoy
the tax preference of 15% corporate income tax from 2021 to 2023.” The report
also states that ‘Henan Aima Vehicle Co., Ltd. and Tianjin Aima Share Technology
Services Co., Ltd. were qualified for hi-tech enterprise in 2022, and may enjoy the

tax preference of 15% corporate income tax from 2022 to 2024.’

Jinhua Vision mentioned within their questionnaire annex submission that they
receive certain subsidies as a result of being categorised as a High and New
Technology Enterprise. One of these subsidies was preferential tax, likely to be the
improved tax rate. It is very likely that subsidisation through the preferential tax

programme for the electric bicycle industry will continue within the PRC.

32 | aws of the People's Republic of China (ENTERPRISE INCOME TAX LAW OF THE PEOPLE'S REPUBLIC OF

CHINA)

33 Implementation Rules for the Enterprise Income Tax Law of the PRC (Article 93)

34 AIMATECHNOLOGY GROUP CO., LTD. (2022 Annual Report)
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EnIT Offset for Research and Development Expenses

138. Additionally, within Article 30(1) of the EnIT law it states that ‘expenses for the
research and development of new technologies, new products and new
techniques’ may be deducted from tax. Article 95 of the Implementation Rules for
the EnIT Law of the PRC details this further. It states that the term “additional
deduction of research and development expenses” as used in Article 30(1) refers
to an additional 50% deduction of the R&D expenses incurred from the research
and development of new technologies, new products, and new techniques on the
basis of the actual deductions where the enterprise when no intangible asset has
been formed and calculated into the current gains and losses. If intangible assets
have been formed, they shall be amortized at 150% of the cost of the intangible

assets.’

139. Jinhua Vision stated that it ‘develops new technologies, products or processes and
incurs R&D expenses that are not converted into intangible assets and included in
the current profits and losses, then an extra 100% of the amount of R&D expenses
actually incurred can be deducted before tax payment’. It is therefore likely that this

practice would continue to occur within the electric bicycles industry.

F3.8 Grant Programmes

140. The Government plans, projects and guidance discussed previously that describes
support that should be given to encouraged industries such as e-bikes, results in
direct financial support, often in the form of direct grants given to manufacturing
companies either through central or local government departments. Jinhua Vision
received multiple grants during the investigation period in the areas of
manufacturing equipment; environmental protection; to promote exports; support

funds provided at district or provincial level and science and technology funds.

38



141.

142.

Jinhua Vision received at least two grants from Jinhua Municipal Bureau of
Commerce, categorised as Urban Open Economic Development Funds for
promoting the development of overseas markets of enterprises. Specifically one
assists with the purchase of short-term export credit insurance and the other
recognising brands that wish to get more visibility overseas, ‘Jinhua Export
Famous Brand honour’. Creating famous brands is outlined by the GOC to improve
the overall quality of the economy in the PRC, and ‘the country aims to boost its
strength in quality and steadily increase the influence of Chinese brands by
2025’3

It is stated within AIMA’s annual report for 2022, that the company received £22m
in subsidies over the course of the year, including grants in a number of areas
including construction of infrastructure; purchases of assets; improvements in
technology; intelligent manufacturing and environmental protection equipment,
amongst others. It is likely that the PRC e-bikes industry has access to multiple

grants, making export of subsidised e-bikes highly likely in the future.

F4 Exports to third countries, especially those subject to

countervailing measures and/or being subsidised

143.

The UK and the EU are the only reporting members in the WTO that have either
anti-dumping or countervailing measures in place for electric bicycles imported
from the PRC?3. If countervailing measures in the UK were removed and EU
measures still in place, this will create an incentive for companies within the PRC
to focus their export of subsidised goods to the UK, with similar shipping and
transportation routes that could be utilised and a disincentive in place for exporters

to continue large-scale exports to the EU market.

35 China Daily (High-quality development helps Chinese brands explore overseas market)

36 WTO Trade Remedies Data Portal (Database of Countervailing Measures)
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F5 Attractiveness of the UK market to exporters

144. As shown in ‘B.1 Continuation of subsidised imports’, volume of goods subject to
review entering the UK appears to have been affected by the January 2019
measures. Prior to that, more PRC e-bikes were entering the UK. The UK electric
bicycle market is competitive with a range of different brands available from a
multitude of countries. For example, 13 different brands of electric bicycles are
available on Halfords’ website?’, one of the biggest bike retailers in the UK. As
such, there are numerous companies offering a full range of e-bikes to UK
consumers. Brompton are the largest UK producer of electric bicycles, with other
smaller businesses competing within the UK e-bike market. This fragmentation
would allow businesses with incentives to capture a large section of the market.
We know that PRC manufacturers have the manufacturing capability to produce

the full range of e-bikes, that would confirm to UK standards.

37 Halfords (Electric Bicycles)

40


https://www.halfords.com/bikes

145. The Bicycle Association has estimated the volume of sales in the top ten European
markets, as show in table 3 below.

Table 3: Estimated volume (000 units) of e-bike sales 2019 — 2022

2019 2020 2021 2022
Germany 1,360 1,950 2,000 2,200
Index 100 143 147 162
France 388 515 659 738
Index 100 133 170 190
Netherlands 424 551 478 486
Index 100 130 113 115
Iltaly 195 280 296 337
Index 100 144 152 173
Belgium 251 241 233 250
Index 100 96 93 100
Austria 171 204 222 247
Index 100 119 130 144
Spain 143 213 224 236
Index 100 149 157 165
UK 91 164 171 165
Index 100 180 188 181
Denmark 68 75 100 135
Czechia 80 90 123 130

Source: Bicycle Association

146. As shown in table 3 above, the UK is the 8" largest electric bicycle market in
Europe. It also shows that the UK market grew faster than any other larger
European country between 2019 to 2021 before declining but only falling behind
France in terms of level of growth. It should be expected that countries such as
France and Italy exceed the UK growth due to their substantial subsidies that
encourage people to purchase. Therefore, the UK shows indicators for continued

41



147.

growth as supported by e-bike sales making up nearly a third of all new sales in
the UK, by value®, making the UK an attractive market for export.

This is further evidenced by the Bicycle Association UK Cycling Market Data
Report which states, ‘the UK e-bike market offers significant growth prospects but
continues to lag behind much of Europe’. A core objective of the Bicycle
Association is to work with the industry and government to position e-bikes as a
key part of the UK’s electric transport future and the drive for net zero. E-bikes
form the first of three key themes at the heart of the BA’s new Cycle Industry
Growth Plan. This market growth could be exploited, making the UK an attractive

market to export to in the future.

F6 Whether exporters have previously or habitually circumvented

trade remedy measures

148.

149.

As shown in ‘B.1 Continuation of subsidised imports’ whilst measures have been in
place, as of January 2019, the volume of imports from the PRC have decreased
significantly. However, there is a possibility that this is an underestimate due to
evidence that suggests some PRC e-bikes enter protected markets illegally.

E-bikes from PRC are subject to EU trade defence measures. A press release

from February 2024 has indicated investigators from the European Anti-Fraud
Office (OLAF) tracked down 20,000 e-bikes from the PRC that had circumvented
at least 8 million euros of anti-dumping duties. OLAF’s investigation uncovered a
trade route that went from the PRC to e-commerce warehouses in Poland instead
of the destinations declared at customs. False import documentation passed the e-
bikes off as other products that are not subject to import duties. The e-bikes were
then sold on to European customers on online platforms operated by non-

European traders.

38 Cycling Weekly (The government should make ebikes cheaper, not more powerful, if they want more people on

bikes)
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150. With circumvention having been identified in the EU, this is an indicator that it

could also be occurring in other markets including the UK.

F7 Any other relevant factors

151. As part of this likelihood assessment, we consider any other factors additional to
those set out at the beginning of the document which have implications in
concluding whether the importation of the subsidised goods would be likely to

continue if the countervailing amount were no longer applied to those goods.

152. We received no further evidence from interested parties and have found no other

relevant factors through our own research.

F8 Conclusions

153. We have identified that imports of electric bicycles from the PRC have continued
after the countervailing measures have been in place and have inferred that it is
likely that imports of electric bicycles from the PRC have been subsidised. These
subsidies take the form of:

e Preferential Financing and Insurance: Loans and Export Credit Insurance

e Provision of Goods For Less Than Adequate Remuneration: Electric motors
and batteries

e Provision of LUR for Less Than Adequate Remuneration

e EnIT Privileges for High and New Technology Enterprises

e ENIT Offset for Research and Development Expenses

e Grant Programmes

154. The attractiveness of the UK market increases the likelihood that subsidised
imports would increase should the countervailing amount be removed. This is due

to the fact that PRC e-bike companies have continued to export to the UK and
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155.

therefore have existing trade channels to exploit. The UK market is highly
competitive with many small companies, and a larger proportion of the market
could easy be obtained with competitive pricing. The UK market also has potential

market growth, which could be exploited in the future.
Overall, on the balance of probabilities, subsidised imports of electric bicycles from

the PRC would be likely to continue if the countervailing amount were no longer
applied.
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SECTION G: Likelihood of Injury Assessment

G1 Introduction

156. We are required under regulation 99A(1)(b) of the Regulations to consider whether
injury to the UK industry in the relevant goods would be likely to continue or recur if

the measure were no longer applied (the injury likelihood assessment).

157. The factors to consider in this assessment are:
e Current state of the UK industry;
e Other causes of injury (non-attribution);
e Undercutting of the UK industry;
e Domestic and international market conditions;
e Historic injury; and

e Any other relevant factors.

158. We conducted this assessment to determine whether injury to UK industry would
be likely to continue or recur if the measure no longer applied. The assessment of

the likelihood of injury was concluded on the balance of probabilities.

159. Itis important to note that while there were imports of the goods subject to review
during the injury period, these volumes were reduced once the measure was in
place. We will therefore conduct the following analysis in the context of a UK
industry being protected by the measure across this period. We will analyse the
injury factors during this time and consider what would happen if the current

measure were to be removed.

G2 Current state of UK Industry

160. In assessing the current state of the UK industry, we considered the following
injury indicators:
e Actual and potential decline in:
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o Sales;

o Profits;

o Output;

o Market share;

o Productivity;

o Return on investment;

o Utilisation of capacity;
e Factors affecting domestic prices
e Actual and potential negative effects on:

o Cash flow;

o Inventories;

o Employment;

o Wages;

o Growth;

o Ability to raise capital or investments.
161. We have considered each factor individually to get an understanding of the current

UK industry, but our overall conclusion is based on a holistic assessment of all

relevant economic factors.
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G2.1 The level of UK industry’s domestic sales

Table 4: UK industry domestic sales (units) of like goods over the injury period

(April to March)

2019/2020 | 2020/2021 | 2021/2022 | 2022/2023
Domestic sales volume
(Index) 100 185 158 162
Domestic sales value

(Index) 100 194 177 200

Domestic sales unit price
(Index) 100 105 112 123

Domestic sales as a % of
total sales by volume (Index) 100 116 109 107

Domestic sales as a % of
total sales by value (Index) 100 114 110 106

Source: UK Producer questionnaire responses

162. The UK industry’s domestic sales by volume and value increased between injury

year 1 and injury year 2. Volume and value of domestic sales then decreased in

injury year 3 before increasing again in the POI. Brompton’s domestic sales figures

show an overall increase by both volume and value over the injury period.

163. The most significant increase in the UK industry’s domestic sales volume and

value occurred between injury year 1 and injury year 2 with an 85% increase in

volume and 94% increase in value. We consider this increase in domestic sales to

be a consequence of the protection afforded by having the current countervailing

measure in place and the added circumstances of the COVID-19 pandemic and its

subsequent lockdowns which had a positive effect on the UK cycling market and in

turn on e-bike sales.3°

39 Cycling Industry News (What changed forever when Covid landed with the bike industry?).

47



https://cyclingindustry.news/covid-changed-bike-industry-forever/

164.

165.

166.

167.

Despite the decrease to domestic sales by volume and value in injury year 3, sales
figures remained above the levels reported in injury year 1. We found the decline
in the UK industry’s domestic sales of like goods in injury year 3 to be consistent
with information available via secondary sources concerning the UK e-bike market.
For example, The Guardian reported in August 2022 that e-bike sales plateaued
following the sales boom in 2020 during the COVID-19 pandemic®. Cycling
Industry News UK also reported in 2022 that e-bike sales overall had fallen to 25%
below the 2019 level*!. An increase in domestic sales by volume and value is then
evident in the POI.

The UK industry’s domestic unit price has increased by 23% over the injury period.
The Financial Times reports Brompton CEO Will Butler-Adams as outlining that
aluminium shortages, expensive steel, higher shipping rates and Brexit as factors
contributing to the price of Brompton bicycles increasing by 6% in 202142 and were

likely to increase further to 10% when compared with 202043,

Research by Mintel highlights that the average cost of an e-bike has increased by
25% since the start of the pandemic.** We determine that, with measures currently
in place, the UK industry is able to cope with cost increases by passing these onto
the customer. However, any increase in the volume of subsidised goods from the

PRC would likely put pressure on the UK industry’s profitability.

Table 2 (see section F2 Continuation of subsidised imports) shows PRC imports of

e-bikes between 2015/2016 and the POI. The current countervailing measure
came into effect in January 2019. There was a large decrease in the volume of
imports of 50% between 2017/18 and 2018/19. This drop is likely due to

anticipation of the current measure coming into effect. There was a further

40 The Guardian (Cycling growth in UK at risk of being left behind by Europe, experts warn)

41 Cycling Industry News (UK bike sales take pause, cargo movement powers on).

42 Financial Times (Bikemaker Brompton warns of soaring costs for UK manufacturers).

43 rpad.cc (Brompton reels from impact of Brexit and Covid).

44 Mintel (Cost of living puts brakes on e-bike growth - as sales slow for the first time in five years)
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168.

169.

170.

171.

decrease in PRC import volumes in 2019/20 and this drop is likely to be due to the

current measure coming into effect.

Injury year 3 saw a significant (48%) increase in PRC imports compared with
levels in injury year 2. This PRC import volume increase coincides with a 27
percentage point decrease in the UK industry’s domestic sales volume and a 17

percentage point decrease in value over the same period.

Market data reports that e-bike sales in the UK covering the 12 months to June
2023 are estimated to be down in volume and value by 5.5% and 4.3%

respectively compared with 20224,

While some sources within the UK e-bike market predict discounting in 2024 due
to the oversupply of e-bikes in the market?8, there is optimism around the rising
popularity of e-bikes*’ and a prediction that e-bike sales are set to rise by 20254,
In particular the growth potential for the UK market is outlined in section F4.5

attractiveness of the UK market.

We conclude that although the overall increase in domestic sales figures across
the injury period does not indicate current injury to the UK industry, as mentioned
above any increase in imports of goods subject to review would put price pressure
on the UK industry and affect sales volume. Therefore, in combination with only a
minor increase in domestic sales volume of 4 percentage points between injury
year 3 and the POI, we determine the UK industry is in a susceptible position to
future injury through sales volume should subsidised goods increase as a result of

the removal of the current countervailing measure.

45 Page 24, Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
46 Cycling Electric (2024 predictions: What next for the electric bike market?).

47 BikeRadar (Is the bike industry in recovery? UK bike sales expected to reach £1 billion in 2024 with ebikes leading

the charge)
48 Page 48, Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
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G2.2 Profits

Table 5: UK industry profitability over the injury period (April to March)

2019/2020 | 2020/2021 | 2021/2022 2022/2023

Net operating profit after tax
(NOPAT) for like goods only
(Index) 100 182 112 87

Average net operating profit
after tax (NOPAT) margin of like
goods (%)(Index) 100 110 70 50

Source: UK Producer questionnaire responses

172. Table 5 above demonstrates the UK industry has remained profitable throughout
the injury period in terms of net operating profit after tax (NOPAT) for the like
goods. However, the industry has experienced a declining rate of profit since injury

year 2. Profitability for the like goods halved between injury year 1 and the POI.

173. Brompton’s financial accounts ending FY21 outline that increased staff costs
relating to the growth of the business resulted in operational costs increasing by
25% from the previous year*®. This may have impacted overall profit margins, but
we are unable to determine the extent to which increased operational costs alone
impacted the profitability of the like goods specifically in injury year 2.

174. Injury year 2 saw the first increase in PRC goods subject to review entering the UK

market in three years (see table 2 in section F2 Continuation of subsidised

imports). This was followed by a decline in Brompton’s profitability margin for the
like goods in injury year 3 and the POI. This fall in profitability of the like goods

represents a susceptibility to injury for the UK industry.

49 Brompton Group Company Accounts FY21
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175. Despite remaining profitable, all profitability figures in table 5 show a decline

following injury year 2. The NOPAT margin for the like goods halved during the

injury period. We therefore conclude that profitability indicates a likelihood of injury

should subsidised goods increase if the current countervailing measure was

removed.

G2.3 Production output

Table 6: UK industry like goods production output (units) over the injury period

(April to March)

2019/2020

2020/2021

2021/2022

2022/2023

Output by volume (Index)

100

187

137

158

Source: UK Producer questionnaire responses

176. Production output volume underwent an overall increase from injury year 1 to the

POI. The most significant increase occurred in injury year 2 in which output

increased by 87%. We determine this is likely a result of the protection afforded by

having the current countervailing measure in place and the increased demand for
the like goods due to COVID-19%°.

177. Ininjury year 3 and the POI, production output followed a similar trend to that

observed in Brompton’s domestic sales figures; a decrease in injury year 3

followed by an increase in the POI.

178. Brompton’s questionnaire response outlines ‘the manufacturing process is driven

by demand, so if demand drops, so does the procurement — and with such long

lead times there is no feasibility to change such levels of production as it is market

driven’.51

50 BikeBiz (A breakthrough moment: How e-bike market growth 'exploded' during the pandemic)

51 Page 28, TD0037 & TS0038 — Brompton Producer (Combined Questionnaire) Non-Confidential
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179.

180.

181.

182.

Brompton state in their questionnaire submission that the production process is
90% similar between the like goods and conventional bicycles®?. This
demonstrates Brompton’s ability to produce goods flexibly, which may suggest
Brompton are likely to remain profitable despite future changes in demand

between e-bikes and conventional bicycles.

The decline in Brompton’s production volumes in injury year 3 coincides with an
increase in import levels of the goods subject to review (see table 2 in section F2
Continuation of subsidised imports). This may indicate a susceptibility to being

injured by subsidised goods originating from the PRC.

The PRC produces the greatest number of e-bikes in the world and during 2022
they produced over 49 million e-bikes®3. Data provided by PRC exporters indicated
a total export volume of 19,850 e-bikes to the UK during the POI®4. However,
export volumes are likely to be larger as this figure only reflects export volumes of

exporters who engaged in this transition review.

In conclusion, whilst production output is currently healthy, we determine an
increase in goods subject to review would negatively affect UK industry production
volumes and cause future injury given the significantly larger e-bike production
volumes of the PRC.

G2.4 Capacity Utilisation

183.

The UK Industry submitted estimated production capacity figures for the like goods
during the injury period. This estimation was based on several factors without
supporting evidence. We outlined in Brompton'’s verification report> that the

capacity figures provided by Brompton should be considered a reasonable, yet

52 page 48, TD0037 & TS0038 — Brompton Producer (Combined Questionnaire) Non-Confidential
53 China Daily (China's electric bicycle industry sees strong growth)

54 See exporter PSQ responses, TS0038 Public File
55 Page 15, TS0038 VR-P Verification Report - Brompton NON CONFIDENTIAL

52


https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/460668ec-5726-45b7-82b8-990424eefdca/
https://www.chinadaily.com.cn/a/202305/18/WS646606a3a310b6054fad3ca1.html#:~:text=According%20to%20the%20association%2C%20China,compared%20to%20the%20previous%20year.
https://www.trade-remedies.service.gov.uk/public/case/TS0038/#public-file
https://www.trade-remedies.service.gov.uk/public/case/TS0038/submission/191ab1b0-6756-4d19-9c01-098a8cad2bcf/

184.

unverified assumption, rather than an assured capacity figure and we outlined that

we had limited assurance on Brompton’s production capacity figure.

We subsequently found the production capacity estimation figures provided by
Brompton to be inconsistent with information available via secondary sources. We
therefore determined that it would be inappropriate to base our assessment of
capacity utilisation on the figures provided. On this basis we are unable to draw

any conclusions on the information supplied.

G2.5 Market share

Table 7: UK industry market share for like goods only by volume (units) (April to
March)

(Index)

Source: UK Producer questionnaire responses and UK Bicycle Association data

185.

186.

187.

The UK industry did not provide market share information in their written
submission to the TRA. We calculated their estimated market share using market
data from the UK Bicycle Association and the UK industry’s domestic sales data,

both of which are confidential.

The UK’s market share by volume is very low, remaining approximately less than
2% of the overall UK e-bike market throughout the injury period. Whilst the index
figures may depict large changes to Brompton’s market share throughout the inury
period, the changes are very small in absolute terms. We found Brompton have a
larger share of the UK folding e-bike market, estimated to be around 23% by

volume.

PRC import volumes of goods subjects to review peaked in injury year 3 in which

imports doubled in comparison to levels in injury year 2. This appears to coincide
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2019/2020 2020/2021 2021/2022 2022/2023
Market share by volume 100 124 105




188.

with Brompton’s market share by volume and value decreasing by approximately

20% in the same period.

In conclusion, while the UK industry’s market share has remained relatively stable
during the injury period, its overall market share is very small which reflects the UK
e-bike market as a whole, being made up of many small companies, with not one
dominant force. As a result, an increase in subsidised imports from the PRC if the

current measures were removed would likely result in injury within this area.

G2.6 Productivity

189.

190.

191.

Productivity figures for the UK industry’s like goods were approximations based on
apportionments of both production output and full-time employees (FTE) according

to the like goods share of Brompton’s total sales revenue.

Given that productivity figures for the like goods were approximations based on
apportionments, rather than specific figures, we determined that the trends in
productivity may not provide an accurate representation of actual productivity

related to the production of like goods.

Due to a lack of specific figures for employees involved in activities related to the
like goods we were unable to fully assess productivity related to the like goods. On
this basis, no conclusion has been reached on this factor.

G2.7 Return on Investments

192.

The UK industry were unable to submit figures relating to return on investments
(Rol) for the like goods. They have outlined that they do not always see an
annualised return on investments made. They provided figures relating to total
company wide investments during the injury period but provided no information on

the return of these investments, nor do they relate to the like goods exclusively.
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Table 8: UK industry total company wide investments over the IP (April to March)

2019/2020

2020/2021

2021/2022

2022/2023

Total investment (Index)

100

122

202

168

Source: UK Producer questionnaire responses

193. Therefore, given the lack of information specifically regarding return on

investments related to the like goods only, no conclusion has been reached on this

factor.

G2.8 Prices and factors affecting domestic prices

Table 9: UK industry average domestic unit price of the like goods over the injury

period (April to March)

2019/2020

2020/2021

2021/2022

2022/2023

Average domestic unit price
(Index)

100

105

112

123

Source: UK Producer questionnaire responses

194. The average domestic unit price of the like goods increased consistently

throughout the injury period, increasing by 23% overall. The largest increase in unit

price occurred between injury year 3 and the POI which accounted for a rise of 11

percentage points. Some of this increase could be attributed to the UK industry’s

higher priced P-Line e-bike entering the market in June 2022.

195. Figures submitted by Brompton in their business report>® demonstrates that the

average selling price for the folding category of e-bikes has risen by 45% between

2019 and 2022.

56 page 15, TD0037 & TS0038 Brompton Business Report Non-Confidential
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196.

197.

198.

199.

200.

201.

Market data from the Bicycle Association®’ states that e-bikes sold on the UK
market during the 12 months to June 2023 were sold at a range of price points up
to and exceeding £6,000. Almost half (48%) of e-bikes sold in the UK between July
2022 and June 2023 were priced under £1,500.

Several other e-bike subcategories appear to have increased their average selling
price by a higher percentage than Brompton®8. This suggests that the increase in
Brompton’s average selling price has not kept pace with average selling price
increases seen across the UK e-bike market, which may make Brompton

susceptible to injury.

Brompton argue in their written submission that should the current measures be
removed; it is expected that there will be materially significant reductions in

Brompton’s domestic sales of e-bikes®°.

Jinhua Vision’s questionnaire demonstrates that they have the range and
capability of producing a wide range of e-bike®. The removal of current measures
may therefore make the UK industry vulnerable to undercutting.

Brompton have been able to raise prices slightly, increase sales figures and
remain profitable during the injury period. However, as seen in the profitability
figures (see table 5 in section G2.2 Profits), the UK industry is decreasing in
profitability. Brompton may therefore have limited flexibility to reduce prices to
compete with any increase in subsidised goods from the PRC following any

removal of the current measure.

Despite the UK industry’s average domestic selling price increasing by 23% over

the IP which does not indicate current injury, the UK industry has performed less

57 Page 28, Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)

58 page 15, TD0037 & TS0038 Brompton Business Report Non-Confidential
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well compared to increases in average selling prices observed between 2019 and
2022 in the wider UK e-bike market. Given the UK industry has limited ability to
increase prices further due to decreasing profitability margins throughout the injury
period, we conclude the UK industry is susceptible to future injury in the event of
an increase in subsidised imports should the current countervailing measure be

removed.

G2.9 Cash Flow

202. The UK industry submitted net cash flow figures for all goods. They did not supply
cash flow figures for the like goods only. The available information for us to assess

cashflow performance for the like goods only is therefore limited.

203. As a result, no conclusion could be reached on this factor.

G2.10 Inventories

Table 10: UK industry inventories (units) over the injury period (April to March)

2020/2021 2021/2022 2022/2023
Stocks at year end, total
volume of like goods, all
manufactured by Brompton
in UK (Index) 100 64 111
Stock volume as a % of
production volume (Index) 100 87 132

Source: UK Producer questionnaire responses

204. Brompton were unable to supply data relating to inventories of the like goods for
injury year 1. Brompton manufacture all the like goods that they sell, and all
manufacturing of the like goods is undertaken in the UK. Volume of like goods total
stock at year end decreases between injury year 2 and 3, followed by an increase

in the POI. This resulted in an overall increase in stock levels.
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205. We compared stock volumes at year end and with annual production output
volumes. Stock volumes at year end remained at similar levels in comparison to
production volume and Brompton do not appear to be holding on to excess

finished stock.

206. Brompton’s questionnaire outlines that Brompton have high stock levels of parts,
(such as batteries and motors) due to suppliers extending their lead times from a
typical 6 months to 1 to 2 years due to a combination of higher demand and a
shortage of raw materials because of COVID-1961. Whilst this may indicate an
increased level of unfinished inventory, Brompton did not provide figures relating to

inventory of parts for us to assess.

207. Brompton advised during our verification visit that the e-bike market is currently
saturated with stock as retailers have surplus stock following the growth in demand
during the COVID-19 pandemic and consequential lockdowns. According to the
Bicycle Association, the UK e-bike market continues to be highly over-stocked as
imports have totalled 581,000 and volume sales totalled 390,000 since the start of

2021 resulting in a surplus of around 190,000 units®2.

208. If import volumes of subsidised goods were to increase following the removal of

the current measures, inventory levels could rise further, resulting in injury.

209. As Brompton’s stock increased during the injury period and we have found
evidence of surplus stock in the UK market, we determine this factor contributes
towards a positive indicator of current injury and a likelihood within the UK industry
of future injury if there was an increase in subsidised goods from the PRC in the

event the current measures were revoked.

61 page 48, TD0037 & TS0038 — Brompton Producer (Combined Questionnaire) Non-Confidential
62 page 38, Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
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G2.11 Employment

210.

211.

212.

213.

Most of Brompton’s workforce is concentrated at their site at Greenford, with a
small number based in Sheffield at their titanium manufacturing site. The total
number of employees increased significantly and consistently across the injury

period.

The number of employees for the like goods specifically is an approximation based
on apportioning total employee figures according to sales revenue and follows a
similar trend, as total employees have grown significantly. This is to be expected,
as there is significant interconnectivity between like goods and conventional

bicycles, given the production process is 90% similar.

The UK industry is currently in a strong position in terms of employment and has
been able to increase the number of employees involved with like goods
production. However, Brompton indicate in their questionnaire response, ‘any
action which would reduce the demand of the like goods would have a negative

effect on headcount.%3

To conclude, we find that the UK industry’s growing total number of employees
and employees involved in the like goods does not indicate current injury. Despite
this, the UK industry’s headcount is contingent on maintained demand and
therefore this represents a likelihood of injury if imports of subsidised goods from

the PRC increases following the removal of the current measure.

63 page 53, TD0037 & TS0038 — Brompton Producer (Combined Questionnaire) Non-Confidential
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G2.12 Wages

Table 11: UK industry wages over the injury period (April to March)

2020/2021 2021/2022 2022/2023
Median wage for FTE
engaged in activities related
to the like goods (Index) 100 101 111

Source: UK Producer questionnaire responses

214.

215.

216.

Brompton provided median wage data for injury year 2 to the POI. Median wages
for employees engaged in activities related to the like goods increased consistently

during this three-year period.

Brompton outlined in their questionnaire response that wages are set via reference
to the living wage standards and are subject to an annual cost of living inflationary
adjustment. This explanation would support the largest increase that can be
observed between injury year 3 and the POI, when wages increased by 10%.
According to the Office for National Statistics (ONS), average inflation during the
POI was 10%°4.

Overall, we found Brompton’s wages have increased throughout the injury period,
and that wages are set via the living wage standards and benefit from an annual
cost of living inflationary adjustment. This would suggest that Brompton have not
been affected by wage suppression and are still able to sell goods and be
profitable despite wage increases. On this basis, we determine this factor does not
indicate current injury. However, it is uncertain whether wages would have

increased during the injury period without the wage setting policy being in place.

64 Office For National Statistics (Consumer Price Inflation)
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G2.13 Growth

Table 12: UK industry turnover in the injury period (April to March)

Turnover related to like

goods (Index) 100 194 177 200

Source: UK Producer questionnaire responses

217.

218.

2109.

220.

Turnover of the like goods sold on the UK market increased by 94% between injury
year 1 and injury year 2. This increase in turnover was followed by a decrease
between injury year 2 and 3. Turnover then recovered in the POI, to finish at 100%
higher than injury year 1. This large overall increase in revenue during the injury
period suggests growth within the UK industry.

Profitability (see section G2.2), production output volumes (see section G2.3), and
averages sales value of the like goods (see section G2.8) are other indicators that
can be used to assess growth within the UK industry. Whilst average sales value

and production output by volume have increased during the injury period, NOPAT

for the like goods has decreased.

According to market data information from the Bicycle Association, the UK e-bike
market expanded in 2019, before undergoing a larger expansion in 2020 in which
COVID-19 appeared to drive an increase in sales by volume and value. Market
data figures show market volume and value peaked in 2021 and the market has
not recovered since and is unlikely to until 2025%°.

Brompton’s planned new production site in Ashford would represent the biggest
expansion in Brompton’s history®%. Although these plans are for Brompton growth
generally, it is reasonable to expect this could lead to growth for the like goods, as

65 Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)

66 Made Here Now (Riding a wave of expansion, Brompton sounds call for young talent)
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221.

222.

223.

the production process is notably 90% similar between e-bikes and conventional
bikes.

However, Brompton may be able to plan expansion due to the protection afforded
by the current measure in place.

To conclude, there is indication of growth within the UK industry. There are positive
indicators of growth according to turnover, production, and average sales value.
Brompton’s operations relating to the like goods are also likely to benefit from the
planned new factory expansion. However, these expansion plans could be put at

risk following the removal of the current measure.

NOPAT for the like goods also reduced during the third injury year when goods
subject to review increased in the UK. Given that NOPAT for the like goods has
decreased throughout the injury period also, we consider growth to be a factor that
represents a susceptibility to injury should the removal of current measures lead to

an increase in subsidised goods from the PRC.

G2.14 Ability to raise capital or investments

224.

225.

The UK industry acquired a Revolving Credit Facility (RCF) which it utilises to aid
working capital requirements as well as investing activities. The UK industry also
acquired equity financing through BFG, reportedly worth £19million. Brompton
state that, in part, this was used to repay the RCF (in full), as well as being marked
for future investment. This is clear evidence that the UK industry can currently

raise capital or investments as needed and therefore current injury is unlikely.

In the event the current measure is removed, and with it the protection the UK
industry receives, may mean it is unable to compete with subsidised goods
originating in the PRC and the UK industry suffers injury as a result, it is
reasonable to assume that the UK industry’s ability to raise future capital or

investments may be threatened.
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G2.15 Conclusion on the current state of the UK industry

226.

227.

228.

Considering the factors detailed above, we determine that on the balance of
probabilities, the current state of the UK industry would be susceptible to future
injury from an increase in subsidised goods originating in the PRC. Some factors
within the UK industry do not contribute to a determination of current injury. These
factors include the ability to raise capital or investments, increased wages,
increased employment levels and a planned increase in production capacity.
However, we determine that this positive performance is due to the current

countervailing measure being in place.

If the current measure were to be removed, we determine that there would be
increased imports of subsidised goods from the PRC. We determine this would
lead to greater competition for UK producers which would consequently impact
their performance and they would therefore likely experience injury. This is due to
our observations of profitability decreasing throughout the injury period, low market
share, minimal growth in domestic sales volumes during the POI, limited price
increases compared with the wider UK e-bike market and a limited ability to

increase prices in response to any undercutting due to low profit margins.

Therefore, we determine there is a likelihood of future injury to UK industry in the

event that subsidised goods increase if the current measure was removed.

G3 Other causes of injury

229.

The TRA has considered whether any other factors have had or are likely to have

injured the UK industry, other than subsidised e-bikes originating from the PRC.
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G3.1 COVID-19 and oversupply in the UK market

230.

231.

232.

233.

234.

The COVID-19 panedmic and its subsequent lockdowns had a positive effect on

the UK cycling industry®” and in turn on e-bike sales.

According to the UK Bicycle Association’s 2020 UK cycling market report, the
impact of COVID-19 led to a 92% year on-year rise in e-bikes sold and a value
increase of 118% between April and September 202098, The founder and CEO of
VOLT Bikes, James Metcalfe, outlined that the interest in e-bikes ‘exploded’ in
2020 as COVID-19 led to customers using e-bikes as a form of transport and
exercise that remained socially distanced.®®

Brompton outlined during verification that e-bike retailers needed availability of
stock to keep up with the increased demand during COVID-19. There have been

reports of excess stock within the market as a result’®,

According to secondary sources this excess stock is now leading to discounting at
retailers”t. We found that discounting at retailers could ‘create some downward
pressure on average selling prices across the bicycle industry as a whole’, long
term price reductions are unlikely’?. Furthermore, excess stock resulting directly
from the COVID-19 pandemic is unlikely to be permanent or recur due to the

temporary nature of the event.

As a result, we do not consider the COVID-19 pandemic and it's subsequent
impacts contributed to any injury to the UK industry as sales increased during this
period; and determine that excess stock as a direct result is short term and does
not contribute to the susceptibility of the UK industry to injury.

67 Cycling Industry News (What changed forever when Covid landed with the bike industry?).

68 Bicycle Association (Official industry stats reveal record extent of covid cycling sales growth)

69 BikeBiz (A breakthrough moment: How e-bike market growth 'exploded' during the pandemic).

0 page 38, Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
71 Cycling Electric (2024 predictions: What next for the electric bike market?)

72 BikeRadar (Bike prices will fall in 2023 due to excess stock, but not across the board)
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G3.2 Inflation

235.

236.

237.

238.

239.

Factors such as congested global supply chains, the Russian invasion of Ukraine
and greater demand for goods post-COVID-19 has led to high levels of inflation in
the UK and worldwide’3. According to the Office for National Statistics (ONS),
average UK inflation during the POI was at 10%4 and inflation peaked in October
2022 at 11.1% during the injury period.

High levels of inflation affect the affordability of consumer goods. However, we
determine the UK industry may be less impacted by inflationary pressures
compared with more standard e-bikes as these are likely to be lower priced. As
reported by the Bicycle Associations market report, the lower priced ‘mainstream’
part of the e-bike market is being impacted by the cost-of-living crises’® which has

largely been driven by inflation®.

Additionally, research from Blackhawk Network (BHN) shows that UK workers on
average can save £1,262 a year on commuting costs by cycling to work. So those
in the UK appear to be buying a wide range of bikes in an effort to beat the cost-of-

living crisis’’ resulting from inflation.

Increases in production and operational costs can increase the vulnerability of
businesses, and the UK industry have found that increased costs led to pre-tax
profits falling by a quarter to £7.3 million in FY22 (injury year 3)"8.

According to Brompton CEO Will Butler Adams, the firm plans to put price rises in
place to recover profit if costs have not stabilised”. This suggests Brompton are

able to adjust prices to some extent to remain competitive. As mentioned in section

73 Statista (Global inflation rate from 2000 to 2028)

74 Office For National Statistics (Consumer Price Inflation)

5 Page 24, Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
76 A News Education (Britain's Cost of Living Crisis, Explained)

77 Black Hawk Network (Monthly savings while doing cycling to the workplace)

78 Brompton’s financial accounts FY22

79 Cycling Weekly (Brompton profit falls as turnover rises on high demand in post-pandemic world)
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G2.2 profits, we can see that NOPAT for the like goods decreased in the POI.

Therefore, the UK industry have been able to stabilise the effect of inflation and

can rely on increasing demand for cost effective ways of travel. On that basis, we

determine that inflation has not contributed to the susceptibility of the UK industry

to injury.

G3.3 Imports of e-bikes from third countries

240. Data obtained from HMRC reports that Thailand, Taiwan, Germany and the PRC

have been the largest importers of e-bikes by total volume and value during the

injury period. Import volumes from these countries during the injury period are

indexed and shown in table 13 below.

Table 13: Comparison of UK e-bike import volumes (kg) from the PRC and third

countries
Country Units 2019/2020 | 2020/2021 | 2021/2022 | 2022/2023
Thailand Index (2019/20 = 100) 100 130 181 90
Taiwan Index (2019/20 = 100) 100 106 169 163
Germany Index (2021/22 = 100) - - 100 43
PRC Index (2019/20 = 100) 100 154 320 187

Total
Importsto | Index (2019/20 = 100) 100 124 319 232

UK

Source: Customs Declarations data, HMRC. Total import volumes by kg. Trade with Germany collected

via Intrastat survey declarations prior to EU EXxit.

241. Table 13 above shows import volumes from the PRC during 2021/22 (injury year

3) were over three times the import volume during 2019/20 (injury year 1). Whilst

volumes from Thailand and Taiwan also increase over the same period, the

increase is not as significant as the PRC’s. The significant increase in PRC imports
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242.

243.

244,

during injury year 3 coincides with indicators of injury to UK industry including a
decrease in domestic sales and market share.

We found import values of the like goods have varied between the top four
importing countries. During the injury period, imports from the PRC had the lowest
import value per kg and Germany had the highest import value per kg of the top
four importing countries. Yet Germany shares 10% of the total import volume
compared to 7% for the PRC during the POI.

Import values for like goods originating in the PRC and Thailand share the lowest
values for each year of the injury period. This may infer that like goods imported
from Thailand are at a similar price point to like goods originating in the PRC.
However, the import values per kg are based on the total import value divided by
total import volume and therefore do not represent actual sales prices, since the
figure does not take into consideration the different specifications of e-bikes being
imported, nor do they reflect that lighter e-bikes are typically more expensive. We
were unable to obtain more detailed pricing. As a result, we are unable to reliably
compare these import values with UK industry domestic sales data to help identify
potential undercutting of UK industry. Therefore, the conclusions we can derive are

limited.
We determine that, whilst export volumes from third countries may have been a

contributing factor, there is insufficient evidence to attribute a likelihood of injury to

the UK industry from third country imports.

67



G3.4 UK industry’s export sales

Table 14: The UK industry’s export sales of e-bikes (units) over the injury period
(April to March)

2019/2020 2020/2021 2021/2022 2022/2023
Export sales by
volume (Index) 100 147 140 147
Export sales by value
(Index) 100 159 152 182
Average Export Unit 100 108 109 124

Export sales as % of
total sales by volume
(Index) 100 93 96 97

Export sales as % of
total sales by value
(Index) 100 93 95 97

Source: UK Producer questionnaire responses

245, The UK industry outlined in their business report that 70% of their sales are
derived from 43 overseas markets®. According to the UK industry’s export sales
figures for e-bikes during the injury period (table 14 above) export sales
represented the majority of sales by volume and value, constituting an average of

66% by volume and 64% by value throughout the four-year period.

246. We can observe in table 14 above that export sales of the like goods by volume
and value have increased over the injury period, at levels 47% higher and 82%
higher in the POI than in injury year 1 by volume and value respectively. This
demonstrates strong export performance of the UK industry’s like goods,

especially given export sales as a percentage of total sales by volume and value

80 page 21, TD0037 & TS0038 Brompton Business Report Non-Confidential
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247.

have declined slightly throughout the IP, finishing 2% lower in the POl compared
with 2019/20.

These figures demonstrate that any indication of current injury to the UK industry
and future susceptibility cannot be attributed to export performance of the like

goods.

G3.5 Conclusion on other causes of injury

248.

249.

We found that COVID-19, inflation and the UK industry’s export sales could not be
attributed to causing injury to the UK industry during the injury period. We found
that whilst there is oversupply in the UK market, this was unlikely to contribute to a
long-term reduction in prices. We determined that, whilst export volumes from third
countries may have been a contributing factor, there is insufficient evidence to

attribute any injury to UK industry to third country imports.

We therefore find that other causes of injury do not negate any finding of injury

likelihood we may reach in this assessment.

G4 Undercutting of UK industry

250.

251.

Price undercutting is where subsidised goods are consistently priced lower than
those of the like goods produced in the UK. In the event of undercutting, the UK
industry may be forced to reduce its prices to compete against the lower priced
goods or risk losing market share. This may also prevent prices of the like goods in

the UK from rising to a level that the UK industry would otherwise achieve.

Despite the low volumes of goods subject to review entering the UK from our

participating PRC exporters, we were still able to conduct an indicative comparison
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of UK domestic sales prices using the import prices of Jinhua Vision’s closest

matching e-bike to assess potential undercutting of the UK industry.

252. Jinhua Vision’s closest matching e-bike shares the same number of wheels, motor
output, motor type, and motor location as the UK industry’s. The remaining

differences were frame material, suspension and type of foldability.

253. We were able to adjust for suspension using the UK industry’s purchase of raw
materials data and adjust for the difference in frame material by using the UK
industry’s cost to make data and frame prices from secondary sources. We were
unable to make an adjustment for the difference in foldability between standard

fold and compact fold.

254. With the included adjustments, our indicative comparison of UK domestic sales

prices suggested a significant undercutting margin on the UK industry e-bikes.

255. Whilst the indicative undercutting margin suggests undercutting of UK like goods
by the goods subject to review, the assurance we can derive is limited given the
lack of full PCN match and subsequent adjustments. However, undercutting of UK
like goods by the goods subject to review during the POI would suggest a

likelihood of injury to the UK industry.

G5 Domestic and international factors

256. The TRA have considered market conditions in the UK and international market for
the goods subject to review and the like goods.
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G5.1 Increased operational costs for manufacturers

257. We have found increasing labour costs®!, energy costs®?, raw material costs®?
since COVID-19 have contributed to an overall increase in operational costs for the
UK industry, as outlined in their financial accounts®*. These factors are affecting
manufacturing industries both internationally®® and in the UK®. This is
compounded by supply chain disruptions®’ evident within the like goods market

and inflation® which impacts producers globally.

258. We found reports of two UK e-bike producers becoming insolvent shortly after the
POI; NewGen Global Ltd.?° and Wau Motors Ltd.*® There were also further reports
of another UK producer of the like goods facing financial difficulty; Orange Bikes,
which was recently saved after being placed into administration®! citing rising costs

and market trajectory®?,

259. Whilst we are unable to define the extent to which these businesses were
impacted by operations related to the like goods specifically it does demonstrate
that the UK market is susceptible to injury should there be an increase in

subsidised goods.

G5.2 Developments in technology

260. We found that e-bikes have benefited from a number of developments in
technology. One of the most significant of which is the development of more

powerful and efficient motors which provide better power than more traditional e-

81 See ‘2. Labour costs’ ONS (Labour costs and labour income, UK)

82 Make UK (Out of control energy bills are now business threatening for 60% of manufacturers)

83 Electrek (Electric bicycle prices are rising, and it's not only because the tariff exceptions expired)
84 Brompton’s financial accounts FY22

85 Supply Chain Dive (How manufacturers can tackle supply chain costs in 2023)

86 Black Country Chamber of Commerce (Supply, raw materials and import costs top UK manufacturing concerns)
87 Financial Times (Bikemaker Brompton warns of soaring costs for UK manufacturers)

88 Cycling Weekly (Brompton profit falls as turnover rises on high demand in post-pandemic world)
89 Companies House (NEWGEN GLOBAL LTD insolvency)

9% Companies House (WAU MOTORS LTD. insolvency)

91 pinkbike (Orange Bikes Resumes Trading Under Owner Ashley Ball)

92 BikeRadar (Orange Bikes saved by owner Ash Ball)
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https://www.bikeradar.com/news/orange-bikes-saved-by-owner-ash-ball

bike motors. This has allowed cyclists to use e-bikes on more difficult terrain and

has led to longer battery life®.

261. There have been developments in the batteries used in e-bikes, which Brompton
note in their business report make e-bikes an ‘increasingly attractive prospect to
potential customers.® Brompton acknowledge in their business report that
innovations and development of technology is a key driver within the e-bike

industry®.

262. Brompton outline that they invest in ongoing research and development to improve

their bikes and introduce new features®6.

263. The UK industry is clearly at the forefront of e-bike innovation, as evidenced by an
innovate UK grant to support cutting-edge innovation in manufacturing and motor
development®’ and Brompton’s collaboration with Williams Advanced Engineering,

a division of Williams Formula 1 team, for the electric hub motor®s.

264. The UK industry therefore appears to be keeping pace with technological
advancements and we determine there are no developments in technology which

would give imported e-bikes a competitive edge.

G5.3 Cycling within UK transport policy

265. One of the Bicycle Association’s core aims is to work with UK industry and
government to position e-bikes as a key part of the UK’s electric transport future

and integral to achieving net zero®°. Whilst e-bike sales volumes are forecast to

93 EcoMove (The future of UK electric bikes: technology advancements and trends)

94 Page 29, TD0037 & TS0038 Brompton Business Report Non-Confidential

9 Page 17, TD0037 & TS0038 Brompton Business Report Non-Confidential

9% page 25, TD0037 & TS0038 — Brompton Producer (Combined Questionnaire) Non-Confidential
97 Page 23, TD0037 & TS0038 Brompton Business Report Non-Confidential

98 page 24, TD0037 & TS0038 — Brompton Producer (Combined Questionnaire) Non-Confidential
99 Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
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rise to 176,000 units by 20261, there is scepticism within the industry of a more
momentous development in the UK market akin to the ‘European-style take off’,

unless there is significant market intervention from government°?,

266. According to a recent National Audit Office (NAO) report into active travel in
England?? the government believes active travel has the potential to support its
wider strategic objectives, including achieving net zero by 2050. However, the
report concludes that it is unlikely that the Department for Transport’s (DfT)

objectives for increased active travel will be met by 2025.

267. Consumer research by bike component manufacturer Shimano, in its 2021 ‘State
of the Nation’ report!®® examined attitudes towards e-bike usage in 12 European
states. The report indicates that consumer attitudes to e-bikes and e-cargo bikes is
dependent on the perception of safety. The research found that, in the UK, ‘not
feeling safe’ was the second largest barrier to cycling (41%), only just behind cost
(49%). This appears to be corroborated by other research which found better

infrastructure is critical in encouraging cycling in the UK.104

268. At present, cycling within UK transport policy does not appear to mitigate the

susceptibility of the UK industry to injury.

G5.4 Global e-bike market

269. The global e-bike market has an estimated value of $34.98 billion USD in 2024195,
rising to $51.78 billion USD by 2029.

100 Bjcycle Association (Annual Market Data Report 2023)

101 page 7, Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
102 NAO (Active Travel in England)

103 shimano (State of the Nation report, the changing attitudes to e-bike use)

104 pauls Cycles (What stops people in the UK from Cycling more?)

105 Mordor Intelligence (E-bike Market Size & Share Analysis)
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270. In 2022, the PRC had the largest value share of the market at 34% and is the
largest manufacturer of e-bikes in the world, producing 49 million units in 202210,
It appears PRC producers are keen to expand and grow their market share, as
evident in reports of the Golden Wheel Group, a leading Chinese bicycle producer,
opening a new R&D and marketing centre in Frankfurt, aiming at the high-end

markets in the US and Europe!®”’.

271. Given the market position of Chinese e-bike producers and the volumes produced,
it is likely to contribute to the UK industries susceptibility to injury if the current

countervailing measure was removed.

G6 Historic injury data

272. Injury analysis in the original EU case!®® found the EU industry suffered a
significant loss of market share of 24%, mainly to PRC goods, which gained 17%
of market share during the period considered. This shows that without adequate
protection subsidised goods can gain an increased foothold within the domestic

industry and cause significant injury.

G7 Any other relevant factors

273. The TRA have considered any other relevant factors relevant to this case. We
have not identified any other factors that can contribute to the likelihood of injury

assessment.

106 China Daily (China's electric bicycle industry sees strong growth)

107 The State Council Information Office, PRC (China races ahead with smart-bike exports)

108 COMMISSION IMPLEMENTING REGULATION (EU) 2019/ 72 - of 17 January 2019 - imposing a definitive
countervailing duty on imports of electric bicycles originating in the People's Republic of China
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G8 Conclusion

274. We found that despite some current positive performance in the UK industry, there

275.

276.

277.

278.

279.

is a likelihood of future injury in the event of an increased volume of subsidised
goods entering from the PRC, should the current measure be removed. We found
a likelihood of future injury to UK industry in sales volume, profitability, production,

market share, prices, and growth in general.

We found that COVID-19, inflation and the UK industry’s export sales have had
and would have little effect on the level of injury felt by the UK industry. We found
that whilst there is oversupply in the UK market, this was unlikely to contribute to a
long-term reduction in prices. We determined that, whilst export volumes from third
countries may have been a contributing factor, there is insufficient evidence to

attribute any injury to the UK industry from third country imports.

A limited assessment performed for indicative purposes on the current level of
undercutting, comparing the closest matching e-bikes from the PRC and the UK
industry found evidence of undercutting. This suggests that if the current measure

were removed the likelihood of injury to the UK industry would increase.

When assessing domestic and international market conditions we found that these
conditions did not negate the likelihood of future injury to the UK industry in the
event the current countervailing measure was removed.

Considering the evidence available, we determine there is a likelihood (greater
than 50%) of future injury to UK industry resulting from an increased volume of
subsidised e-bikes originating in the PRC, should the current measure be revoked.

The likelihood of injury assessment does not calculate the extent to which the UK
industry may be injured if the existing measure was to be removed. In the following
section, we consider the size of the potential injury averted alongside other
potential impacts from retaining the existing measure as part of the economic

interest test.
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SECTION H: Economic Interest Test (EIT)

H1 Introduction

280. The aim of the EIT is to determine whether making a recommendation to vary

the measure and apply an anti-subsidy amount on the goods subject to review

imported from the PRC is in the economic interest of the UK.

281. In accordance with paragraph 25 of Schedule 4 to the Taxation (Cross-Border

Trade) Act 2018 (“the Act”), the EIT is met in relation to the application of an anti-

subsidy remedy if the application of the remedy is in the economic interest of the

United Kingdom.

282. In line with paragraph 25(4) of Schedule 4 to the Act, we have taken account of the

following factors in conducting the EIT:

the injury caused by subsidised imports to the UK industry of the goods and
the benefits to that UK industry in removing that injury;

the economic significance of affected industries and consumers in the UK;
the likely impact on affected industries and consumers in the UK;

the likely impact on particular geographic areas, or particular groups, in the
UK;

the likely consequences for the competitive environment, and for the structure
of markets for goods, in the UK; and

such other matters as the TRA considers relevant.

H1.1 Evidence base

283. In addition to the evidence submitted as set out in section C2, we also conducted a

survey for upstream and downstream businesses and consumers. Once we had

conducted checks to remove ineligible responses, the remaining responses were

from:
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e 1 upstream producer
e 5 downstream producers

e 41 consumers

284. The sections that follow assess each of the factors of the EIT in turn.

H2 Injury caused by subsidised imports and benefits to UK industry in

removing injury

285. Section G sets out the injury likelihood assessment. This concluded that, if the
measure was removed, injury to UK industry would be likely to continue or recur
due to increased competition from subsidised PRC imports. Whilst we conclude
the UK industry (as defined in C2.1 UK Industry) is likely to face some injury if the
measure was to be removed, it is unlikely that the impact would be large because
the UK industry has grown substantially over the past few years whilst remaining
profitable and we are uncertain about the extent to which the UK produced like
goods compete directly with the range of e-bikes produced in the PRC which

potentially could be entering at the lower end of the market.

H3 Economic significance of affected industries and consumers in the
UK

286. We have identified the following groups as potentially being affected by the
proposed measure:
e Upstream businesses: primarily manufacturers of e-bike parts
e UK producers of e-bikes
e Importers and retailers of e-bikes

e Consumers of e-bikes
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287.

288.

There is some overlap between these groups (for instance, some e-bike producers
make bike parts and sell directly to consumers) but we have attributed all known
businesses to one group based on their main activity to avoid double counting. We
have combined importers and retailers due to the substantial overlap between

these groups.

We have identified businesses in each of these groups and looked at a selection of
them because it was not feasible to fully investigate all known businesses given
case time constraints. For each selected business, we looked at the four most

recent published accounts.

H3.1 Upstream businesses

289.

290.

291.

From Brompton’s questionnaire response, we identified 40 UK businesses which
produce parts used in the production of e-bikes. We selected the six businesses

who sold the highest value of parts to Brompton. These accounted for 65% of the
value of Brompton’s purchases of bike parts. Four of these companies filed small

business accounts which contain more limited financial data.

Purchases by Brompton equate to around 13% of turnover for the two selected
upstream companies for which data was available. This includes parts used by
Brompton to make conventional bikes but upstream businesses may also sell to
other e-bike producers. Overall e-bikes are likely to be a somewhat important

product to upstream businesses.

From the four most recent published accounts, the selected businesses employed
around 170 staff. Only two of the six selected businesses published full accounts,
these had a combined annual turnover of £19m and a combined annual EBITDA
(Earnings Before Interest, Tax, Depreciation and Amortisation — a measure of
profits) of £3m. We estimate their combined GVA (Gross Value Added — a

measure of the value of the total contribution to the economy) was £6m per year.
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Some of the selected businesses have negative growth and low profits so they

may be somewhat vulnerable to economic shocks.

H3.2 UK producers

292. Through research and submitted evidence, we have identified 14 UK producers of
e-bikes. Brompton is by far the largest UK producer. We also looked at the second
largest producer to give a wider range of product coverage because Brompton only
produce folding e-bikes. The most recent published accounts suggest these two
producers account for around 80% of employment from known UK producers.
Comparing e-bike sales to total turnover, it appears that e-bikes are an important

product to UK producers.

293. Looking at the four most recently published accounts, the two producers employed
approximately 580 staff with a combined annual turnover of £87m. We estimate
their combined GVA was £32m per year. Both businesses had strong growth and
profits, so they are unlikely to be as vulnerable to economic shocks as other
affected groups. We are aware of one small producer currently in administration
and one which was recently liquidated. This indicates that some smaller producers
may be more vulnerable to economic shocks. However, the combined employment
of these three producers is very small (less than 30 employees) so this does not

alter our assessment of the group as a whole.

H3.3 Importers and retailers

294. From evidence submitted and our own research, we are aware of around 800
businesses which import and/or sell e-bikes in the UK. The majority of these are
small businesses like bike shops but three are very large: Halfords, Argos and

Decathlon.

295. With so many known importers and retailers, it is not possible to look at a

representative selection. We selected the eight importers and retailers with the
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296.

largest known numbers of employees except for Argos and Decathlon. We did not
include Argos and Decathlon because they sell such a wide range of products that
e-bikes are unlikely to be an important product to them. We have included Halfords
because they submitted a pre-sampling questionnaire which indicated that e-bikes

are somewhat important to them.

According to the four most recently published accounts, the eight selected
businesses employed over 10,000 people, had a combined annual turnover of
£1.4bn and a combined GVA of £389m. Half of the selected businesses appeared
to be vulnerable to negative economic impacts with poor growth and employment

trends.

H3.4 Consumers

297.

298.

299.

E-bikes are predominantly a consumer good. The Bicycle Association estimates
that 150,000 e-bikes were purchased in the UK in 20231,

The latest DfT Transport Technology Tracker, which surveys over 3,000 adults in

England, found that nine in ten people had never used an e-bike or had done so
less than once a year. It also found that younger people and those without a car
were more likely to use e-bikes than other groups. 45% of respondents suggested
that e-bikes may be beneficial to help those with mobility issues while 69% said

that a disadvantage of e-bikes was the high cost.

We received 41 responses to our consumer survey. Given the number of
responses, there are limitations to the strength of conclusions we can draw from
the survey. The results showed respondents considered price to be the most
important consideration when buying an e-bike and that their demand for e-bikes
was sensitive to differences in prices. Around a quarter of responses suggested

that the brand of e-bike was more important than the price. A number of

109 Bjcycle Association (Annual Market Data Report 2023)
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respondents indicated that they used e-bikes due to protected characteristics (age
and disability).

300. This evidence suggests that e-bikes are used by a relatively small fraction of the
UK population and that they are disproportionately used by certain groups. It also
suggests that price is a major consideration when purchasing e-bikes so demand

for e-bikes is likely to be quite sensitive to changes in prices.

H3.5 Summary table

301. Table 15 summarises the economic significance metrics for the affected industries.
It shows e-bikes are at least somewhat important to all groups. Retailers and
importers are far more economically significant than UK producers, but UK
producers are more significant than upstream businesses. All affected groups have
healthy average profit margins (EBITDA), but some upstream businesses and
retailers have less healthy financial data suggesting these groups may be more

vulnerable to economic shocks.
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Table 15: Significance metrics for affected industries

Upstream businesses

UK producers

Importers and retailers

bikes to this group

(sales to Brompton vs

(sales of e-bikes vs turnover)

Total known businesses 40 14 around 800
Total selected 6 2 8

Somewhat important Somewhat important
Estimated importance of e- b Important (e-bike purchases vs turnover or

% of import transactions from

selected businesses (%)

turnover) relevant commodity codes)
Total employment of selected 172 579 10,111
businesses
Total turnover of selected .
businesses (£m) 18.9 86.8 1,411.1
Total GVA of selected .
businesses (Em) 5.9 321 388.5
Average EBITDA margin for 16%* 10% 11%

Vulnerability to economic
shocks

Somewhat vulnerable
Some producers have
negative growth and low
profits

Not vulnerable
Strong growth and good
profitability

Somewhat vulnerable
Some businesses with negative
growth and profit trends

Sources: Questionnaire responses, Companies House and Dun & Bradstreet. Methodology: The importance of e-bikes to each group was

estimated using the comparison metrics set out in brackets for each group. GVA was estimated by summing operating profits, employment costs,
depreciation, and amortisation. Average EBITDA margin was estimated by dividing the sum of operating profit, depreciation, and amortisation by
turnover. The assessment of vulnerability to negative economic impacts was made by looking at financial data from the most recent four accounts.

* Data was only available for two of the six selected upstream businesses because others only published small business accounts.
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H4 Likely impact on affected industries and consumers

302.

In this section, we assess the overall impact that the proposed variation of the
measure might have on the affected groups identified. We do this by looking at
how prices and quantities of goods in the supply chain might change (i) if the
measure were to be extended, and (ii) if it were revoked. The likely impact of the
measure is the difference between these two states. We assessed a range of

scenarios due to the uncertainty around the effects of the measure.

H4.1 Evidence and key assumptions

303.

304.

305.

306.

Costs, prices and sales of e-bikes for Brompton came from its questionnaire
response. Due to a lack of evidence for other producers, we estimated their sales
by comparing their employment to Brompton’s employment and considering
whether they produced only e-bikes or also non-e-bikes. These estimates used

evidence from published accounts and company websites.

We used data from the Bicycle Association on total e-bike sales and prices in the
UK. In the absence of detailed price data, we assumed that e-bikes made by third
country producers and UK producers apart from Brompton were sold at the
average price for the UK market. We used import data from HMRC to estimate the

market shares for PRC producers and third country producers.

Jinhua Vision was the only PRC producer with which we verified a questionnaire
response. We assumed that prices for other PRC producers were the same as
those for Jinhua Vision. We converted prices to pound sterling using HMRC
exchange rates. We estimated the prices paid by consumers by looking at the

prices listed on retailer websites for the models produced by Jinhua Vision.

Our estimates of the price elasticity of demand for e-bikes (between -1 and -3)
came from an academic study which suggests that demand for e-bikes is very
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307.

308.

sensitive to prices.!* This is consistent with other evidence such as responses to

our consumer survey.

We assumed that a high proportion of the duty is passed onto consumers
(between 75% and 100%). This is because the retailer market is very competitive
with many businesses and low start-up costs. E-bikes are a consumer good and a

duty more directly affects the price of the final good.

We assumed that Brompton’s marginal costs were equivalent to its variable costs
provided in the questionnaire response. We assumed that raw material costs,
overtime costs and some selling costs were variable and other costs were fixed.
Given a lack of participation from other UK producers, we did not have any data on
their costs. For our calculations, we therefore assumed that the ratio between
marginal costs and prices was the same for Brompton and other UK producers.
We also assumed that marginal costs for retailers were equivalent to the costs of
the e-bikes they purchased, which we believe is reasonable given they do not

transform the product before selling to consumers.

H4.2 Expected impacts if measure is extended

3009.

310.

Following the injury and subsidy likelihood assessments, the existing
countervailing duties of between 3.9% and 17.2% could be extended. We expect
that prices and quantities for e-bikes sold in the UK would remain similar to their
current levels if the measure were to be extended. We do not account for the

natural growth of the market, which we hold steady across all scenarios.

There is a parallel transition review of the anti-dumping duty on e-bikes imported

from the PRC. Data on current prices and quantities gathered from questionnaires

110 https://www.tandfonline.com/doi/full/10.1080/03081060.2021.1956806Bigazzi and Berjisian (2021),

(Modeling the impacts of electric bicycle purchase incentive program designs, Transport Planning and

Technology Volume 44, Issue 7)
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and other sources already captures the effects of both the anti-dumping and
countervailing measures on e-bikes that are currently in place. For the purposes of
our analysis in this transition review where we assess the impact of the
countervailing duty alone, we have constructed a hypothetical baseline with no
anti-dumping duty (Scenario B). Comparing this hypothetical baseline against
scenarios where the countervailing duty is also removed allows us to estimate the

impact of the countervailing measure alone.

H4.3 Estimated impacts if the measure is revoked

311. Due to the uncertainty around what would happen if a measure were to be
revoked, we looked at three scenarios representing the range of realistic impacts.
It is unlikely that any of these scenarios represents the true impact of revoking the
measure but the impacts are very likely to fall somewhere between them.

Scenario Al: Prices of all e-bikes fall

312. In this scenario we assume that if the measure were to be revoked, prices for all e-
bikes would fall and producers’ market shares would stay the same. Revoking the
measure would mean that prices for PRC produced e-bikes would fall by up to the
level of the measure. Under this scenario, UK producers and third country
producers also reduce their prices by the same amount. However, we think this is
unlikely in reality because there are a number of non-price differences between e-
bikes produced in the PRC and the UK.

Scenario A2: Only prices for PRC e-bikes fall, some loss of market share for UK

producers

313. In this scenario we assume that if the measure were to be revoked, UK producers
would not reduce their prices in response to lower prices from PRC producers and

that this would lead to a loss of market share for UK producers. We consider that
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314.

the market share for smaller UK producers would be more at risk than the market
share for larger UK producers with strong brand recognition because evidence
from the consumer survey suggested that there is significant brand loyalty from
some e-bike consumers. We do not have evidence for the level of duty required to
allow these smaller UK producers to remain competitive, so we have assumed that
any change in the level of the measure could cause them to lose market share.
This means that they would do so even without the measure because of the

effects of the anti-dumping duty being removed.

Scenario A3: Only prices for PRC e-bikes fall, no loss of sales for UK producers

In this scenario, we assume that sales and prices of UK produced e-bikes would
not be affected by revoking the measure. This would be the case if UK produced
e-bikes do not substantially compete with PRC produced e-bikes as was claimed
by CCCME. We think it is unlikely that there is no competition between any UK
producers and PRC producers but were unable to entirely rule out this possibility
due to the differences in price and specification of the e-bikes produced by the
participating UK producer and PRC producer.
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Table 16: Summary of scenarios used in the impacts analysis

Scenarios

Scenarios where the measure is extended

Prices of PRC imports fall due to the parallel anti-
B dumping duty being removed. Countervailing duty is
extended.

Scenarios where the measure is removed

Al Prices for all e-bikes decrease by level of the measure

Prices for PRC e-bikes decrease by the level of the

A2
measure, small UK producers exit market
PRC e-bikes do not compete with other producers at all
A3 so only their prices and quantities are affected by a

measure

H4.4 Estimated welfare impacts of extending the measure on effected UK

businesses and consumers

315. We estimated welfare impacts for each scenario by looking at the change in
producer and consumer surplus. Consumer surplus is the welfare a consumer gets
from buying a product. Producer surplus is the welfare a producer gets from selling
a product.

316. Surplus was estimated using the following formulas:

Producer Surplus = (Price per unit — Marginal Cost) * Quantity sold

87



Qrariys + Qno.tari
AConsumer Surplus = LI s (PE, iy = Plyvigy)

Where:

Qeariff 1s the quantity of e-bikes consumed with a duty
Qno_tarify 1S the quantity of e-bikes consumed without a duty
P,fo_mriff is the average consumer price of e-bikes without a duty

Pf.ri5) is the average consumer price of e-bikes with a duty

317. Table 17 shows the welfare impacts for each of the modelled scenarios. The

impacts on different groups are explained in the following sections.

Table 17: Estimated annual welfare impact of extending the existing measure (as

compared to revoking it) on affected UK businesses and consumers, £m

Total

Importers/ welfare

Scenario UK Producers retailers Consumers impact
Scenario Al - High PT, High PED £0.6m -£8.5m -£32.2m -£40.1m
Scenario Al - High PT, Low PED £0.9m -£2.8m -£24.5m -£26.4m
Scenario Al - Low PT, Low PED £0.3m -£7.1m -£25.0m -£31.9m
Scenario Al - Low PT, High PED £0.7m -£2.4m -£19.9m -£21.6m
Scenario A2 - High PED £0.0m -£0.8m -£1.5m -£2.3m
Scenario A2 - Low PED £0.0m -£0.3m -£0.8m -£1.0m
Scenario A3 - High PED £0.0m -£0.6m -£1.2m -£1.8m
Scenario A3 - Low PED £0.0m -£0.2m -£0.6m -£0.8m
Range £0.0m to -£0.2m to -£0.6m to | -£0.8m to
£0.9m -£8.5m -£32.2m -£40.1m
Average across all scenarios* £0.3m -£2.8m -£13.2m -£15.7m

PED = price elasticity of demand, assumed value is -3 for high scenarios and -1 for low scenarios.

PT = tariff cost pass through to consumers, assumed value is 100% for high scenarios and 75% for low
scenarios

*The average value should not be treated as a central estimate. It serves to indicate whether the majority

of scenarios are closer to the top or bottom of the range.
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H4.4.1 UK producers

318. We estimate that extending the measure could lead to UK producers benefitting by
between £0.0m and £0.9m per year. The average benefit across all scenarios is
£0.3m per year. The lowest impacts would come if there is minimal competition
between e-bikes produced in the UK and the PRC (scenario A3). The highest
impacts would be UK producers are forced to significantly reduce their prices
(scenario Al) and demand for e-bikes is less elastic than expected with high pass-

through. Neither end of the range is very likely.

H4.4.2 UK importers/retailers

319. Our analysis suggests that extending the measure could lead to costs of between
£0.2m and £8.5m per year. The average cost across all scenarios is £2.8m per
year. Costs will be lower where the measure is having only a small effect on
average prices for e-bikes (scenario A3) and higher where the effect on prices is
much higher (scenario Al) and demand is more price sensitive. Neither end of the

range is very likely.

H4.4.3 UK consumers

320. Consumers are subject to the greatest range in estimated welfare impacts. If the
measure were to be extended, we estimate that UK consumers could experience
welfare costs of £0.6m to £32.2m per year. The average cost across all scenarios
is £13.2m per year. Consumers could also continue to face significant costs on a
per e-bike basis (between £5 and £117 with an average value of £67 per e-bike
purchased). The impacts of the measure are felt strongly due to the price
sensitivity and the effects of the measure on a relatively expensive consumer
good. Costs for consumers would only be low if there is minimal demand for PRC
imports, a possible effect as a result of them not competing with UK e-bikes, but in

these circumstances, there will also be low benefits for UK producers.
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H4.4.4 Overall welfare impacts

321. Overall, extending the existing measure is very likely to lead to a significant overall
welfare loss of between £0.8m to £40.1m per year. The average impact across all
scenarios is £15.7m per year. The highest benefits for UK producers fall in the
scenarios with the highest costs to importers/retailers and consumers, and there

are no scenarios in which extending the measure would have a positive impact.

H5 Likely impact on particular geographic areas, or particular

groups in the UK

322. This section explores how impacts of the proposed measure are likely to be
geographically distributed and whether any particular groups might be

disproportionately impacted.

H5.1 Likely impact on particular areas

323. We have assessed geographical significance of affected groups, using

employment, at the level of Travel to Work Areas (TTWAS).

324. We used three sources for the employment analysis.

e Questionnaire responses: these included data on total employment by site;
e Dun and Bradstreet business directory: this provides the location of known
sites and estimates of employment by site for listed companies.

e ONS estimates of working age population by TTWA.

325. Questionnaire responses were our preferred source because those figures were
verified. For businesses without questionnaire responses, we used Dun and
Bradstreet to estimate employment by site but scaled down these estimates

wherever the sum of employment from all sites exceeded the total employment in
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the most recent published accounts. Where sites were listed without employment

figures, we assumed employees were distributed equally between all sites.

326. We did not find any areas where the estimated employment from affected groups
constituted a significant portion of the working age population of any TTWA. The
selected businesses were either small, concentrated in large TTWAs (like

Brompton in London), or had a lot of sites (e.g. Halfords).

H5.2 Likely impact on particular groups

327. In the evidence provided via surveys and questionnaires, it was stated that usage
of e-bikes could be linked to disability or age. E-bikes require less effort to operate
than conventional bikes so they may be more likely to be used by older people or
by people with mobility issues. These are protected characteristics under the
Equality Act 2010. Extending the measure could lead to higher negative impacts
on these groups than on others which may cause them to have reduced mobility or

to have to take less preferred modes of transport.

H6 Likely consequences for the competitive environment and for the

structure of markets for goods in the UK

328. The assessment of likely consequences for the competitive

environment and structure of the UK market considers four areas:

e The impact on the number or range of suppliers
e The impact on the ability of suppliers to compete
e The impact on the incentives to compete vigorously

« The impact on the choices and information available to consumers.
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329.

330.

331.

332.

The UK market for e-bikes appears to be very competitive with a large range of
suppliers and brands, relatively low start-up costs, and competition from other
transport modes. We estimate that UK producers have a fairly small market share

of around 4%.

If the measure were extended, it may help UK producers to compete, but it would
also make it harder for PRC producers to compete. The net impact is not clear but

is unlikely to significantly alter the number or range of suppliers in the market.

Extending the measure could limit consumers’ ability to buy cheaper e-bikes from
the PRC. However, we do not have evidence that e-bikes produced in the PRC are
of different varieties to those available from other countries. Therefore, we have no
evidence that consumer choices would be significantly affected if the measure
were to be extended.

There is no evidence to suggest that either the ability of suppliers to compete or

the incentives to compete vigorously would be affected by extending the measure.

H7 Such other matters as the TRA considers relevant

333.

334.

Within the EIT, we consider any other factors additional to those set out in the
legislation which have implications in concluding whether the proposed measure is
in the economic interest of the UK.

Extending the measure is likely to lead to higher prices and lower demand for e-
bikes than otherwise. We estimate that extending the duties could mean around
9,000 fewer e-bikes being purchased per year.'! It is a stated government
ambition to increase the use of walking and cycling for shorter journeys.'? Active

travel including e-bikes is more physically exerting and so can lead to health

111 ysing the same assumptions as the economic modelling set out in section H4
112 pepartment for Transport (The second cycling and walking investment strateqy)
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335.

336.

337.

benefits for the user. E-bikes also lead to lower greenhouse gas emissions and
better air quality than cars and motorbikes.

The Department for Transport’s research suggests that most people would use a
conventional bike or a car if they did not use an e-bike.113 A conventional bike is
better than an e-bike from an environmental and health perspective but a car is
significantly worse.'4 It is likely that, if the existing measure were to be extended,
there would be lower demand for e-bikes than without a measure which would lead
to negative environmental and health impacts for the UK but the extent of this will
depend on the proportion of those who switch to using cars instead of e-bikes. A
shift from cars to e-bikes could have negative effects for businesses involved in
the manufacture and sale of cars but these effects are likely to be very small. Far
more cars are sold than e-bikes and many e-bike users may still own cars but use

them less frequently.

Responses from our survey and from Brompton asserted that e-bikes produced in
the PRC are less safe than those produced in the UK and are more prone to fires.
No evidence was provided to support this claim. Regulations would be a more

appropriate solution to safety issues than tariffs.

Brompton also noted that Chinese regulations make it impossible for them to
export e-bikes to the PRC. Extending the measure would not help to address this.

H8 Form of measure

338.

In the EIT we consider the most appropriate form of measure to recommend, in

particular whether any changes to the length or coverage of the measure would

113 Department for Transport (Cycling Diversion Factors Rapid Evidence Assessment Summary Report)

114 yniversity of Westmintster Active Travel Academy & Bike is Best (Benefits of Achieving our e-bike potential,

March 2022)
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339.

340.

341.

342.

minimise the negative impacts of the measure on some parties while retaining the

overall benefits.

The current measure is an ad valorem tariff of 3.9% to 17.2% covering all products

imported from the PRC under the commodity codes set out in section D1.

CCCME suggested the coverage of the measure could be limited to folding e-
bikes. They argue that Brompton only produce folding e-bikes and that there is
extremely limited competitive overlap between the imported Chinese e-bikes and
Brompton’s e-bikes. Bicycle Association data shows that only 7% of e-bikes sold in
the 6 months up to June 2023 were folding e-bikes so this would substantially
reduce the coverage of the measure.> We know of seven UK producers who
make folding e-bikes. This includes Brompton and six small producers. We
estimate UK producers make around 4% of all e-bikes sold in the UK but around
40% of folding e-bikes so they have a much larger share of this market. UK
producers who do not make folding e-bikes would no longer be protected by the

measure if the coverage were to be reduced to folding e-bikes.

Our conclusions on likelihood of injury and likelihood of dumping would not be
affected by this potential change in the coverage of the measure because both the
UK producer and PRC producer who cooperated with the case produce folding e-
bikes, and it is not possible to split out folding e-bikes in the trade data so our
evidence base for our dumping, subsidy and injury assessments would be

unchanged.

There is evidence to suggest that competition between folding e-bikes and other e-
bikes is less strong than competition between different types of folding e-bikes.
Our consumer survey results show that the type of e-bike was the most important

consideration for a third of respondents and it was the second most important

115 Bicycle Association (Market Data Mid-Year Report 2023 — The UK Cycling Market H1 2023)
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consideration overall after price. AlImost all UK e-bike producers make either
folding e-bikes or non-folding e-bikes with only two small producers making both
types. This suggests that producers consider these products to be relatively

distinct.

343. We have adapted the analysis set out in section H4 to consider how the impacts of

the measure would change if the coverage were reduced to only include folding e-

bikes. The results are set out in table 18. Reducing the coverage of the measure

significantly reduces the negative impacts on retailers and consumers. The

positive effects for UK producers are also reduced but not to such a large degree.

The measure is still expected to have an overall negative welfare impact but to a

lesser extent than a measure covering all e-bikes would have.

Table 18: Estimated annual impact of a measure covering folding e-bikes on affected UK

businesses and consumers (Em)

Impact on welfare

Average across all

Range scenarios*
E-bike producers £0.0m to £0.5m £0.2m
E-bike retailers £0.0m to -£0.6m -£0.2m
E-bike consumers £0.0m to -£1.9m -£0.8m
Total change in welfare -£0.0m to -£2.1m -£0.8m

*The average value should not be treated as a central estimate. It serves to indicate whether the majority

of scenarios are closer to the top or bottom of the range.

344. We do not have any evidence to say whether the impacts on particular groups

might be affected by reducing the coverage of the measure to folding e-bikes. We

do not know whether consumers of folding e-bikes are similar to consumers of

other types of e-bikes. Therefore, the negative impacts on older people and people

with mobility issues may still be a concern even with a reduced coverage.
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345.

Reducing the coverage of the measure would reduce the negative environmental
and health impacts because fewer consumers would be affected. For consumers

of folding e-bikes, these negative impacts would remain.

H9 Conclusion

346.

347.

348.

349.

In accordance with paragraph 25 of Schedule 4 to the Act, the EIT is met in
relation to the application of an anti-subsidy remedy, if the application of the
remedy is in the economic interest of the UK. This test is presumed to be met
unless we are satisfied that the application of the remedy is not in the economic

interest of the UK.

In the injury section we concluded that if the measure were to be removed, there
would be a likelihood of injury. However, this injury could be relatively low given
the strong performance and high brand loyalty for the only UK producer which

submitted evidence.

Our assessment of economic significance found e-bikes are important to UK
producers and somewhat important to upstream businesses, retailers and
importers. Retailers and importers are more economically significant in terms of all
metrics considered. Upstream businesses, retailers and importers were found to

be somewhat vulnerable to economic shocks but UK producers were not.

When considering the impacts on affected businesses and consumers we found
extending the measure would benefit UK producers by £0m to £1m per year.
Retailers and importers could experience costs of £0m to £8m per year and
consumers could experience costs of £1m to £32m per year. We estimate that
extending the measure would cause welfare losses to the UK of £1m to £40m per

year.
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350.

351.

352.

353.

354.

In assessing the likely impacts on particular areas and groups, we found no
evidence of disproportionate impacts on any area but some evidence that
extending the measure could have disproportionate negative impacts on older

people and those with mobility issues.

In the competition assessment, we found no evidence that the measure

significantly affects competition in the e-bike market.

In the other factors section, we found that extending the measure would be likely
to reduce the use of e-bikes and increase the use of cars. This would have

negative environmental and health impacts.

We have identified the following key positive impacts of extending the measure:
« We estimate there may be positive impacts for UK producers of between £0m

and £1m per year.

The contrasting key negative impacts are:

e We estimate there could be an overall welfare cost to the UK of between £1m
and £40m per year.

e Consumers would have to pay significantly higher prices which could affect
their overall welfare by between £1m and £32m per year but also impose
substantial costs on individual consumers (an average across all scenarios
modelled of £67 per e-bike purchased).

e Importers and retailers could face costs of £0m to £8m per year.

e There could be disproportionate impacts on older people and people with
mobility issues.

e The duties would cause higher prices which would be likely to reduce demand
for e-bikes and increase the use of cars leading to negative health and

environmental impacts.
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355.

356.

357.

358.

Overall, we consider the negative impacts of imposing the measure to be
disproportionate to the benefits of extending the measure.

Following a suggestion by CCCME, we have also considered whether the EIT
would be met if a measure were applied to only cover folding e-bikes. This would
remove the negative impacts on consumers and retailers of non-folding e-bikes
which constitute over 90% of e-bikes sold. However, it would also remove
protections for UK producers who do not produce folding e-bikes (half of known

UK producers).

We estimate changing the measure so that it would only apply to folding e-bikes
would reduce the negative welfare impact on the UK to between £0m and £2m per
year because fewer consumers would be harmed but also reduce the benefit to
UK producers to between £0m and £1m because fewer UK producers would be
protected. Even with the change in coverage, there are no scenarios under which
the welfare impacts for the UK would be positive. Scenarios where the benefits to
UK producers are the largest are also those where the costs to the UK as a whole
are the largest. The negative impacts on the environment, health and protected
groups would still apply to consumers of folding e-bikes.

The disparity between the costs and the benefits would be less severe if the
measure were to only apply to folding e-bikes but we still consider that the
negative impacts of the measure would be disproportionate to the benefits.
Therefore, we conclude that the economic interest test is not met and recommend

that the countervailing duty on e-bikes be revoked.

98



SECTION I: Preliminary Findings and Intended Final

Recommendation

[1 Preliminary findings

359. We intend to make a recommendation on the grounds that although it is likely that
subsidised imports of the goods subject to review would recur if the measure were
no longer applied; that injury to the UK industry would likely to recur if the measure
was no longer applied, continuation of the measure would not be in the economic
interest of the UK.

12 Intended recommendation

360. Our intended recommendation is to revoke the application of the countervailing
amount under regulation 100B of the Regulations for the goods subject to review
from the PRC.

361. Under regulation 100(1B)(a) of the Regulations, where the EIT is not met we must
consider providing at least one alternative option. All the alternative options are
implementable since we have found there is a likelihood of both dumping and
injury recurring, but do not meet the EIT. The alternative options that have been

considered are:

o Option 1: Extending the existing duties - The current countervailing could be
extended for five years ad valorem.

o Option 2: Extending the existing duties on folding e-bikes only — A change of
coverage could be made to the existing measure, to be extended for five years ad

valorem.

362. We confirm that the EIT has not been met for any of the alternative options, so our

recommendation to revoke the measure remains.
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Annex A: Summary of information received from interested

parties and contributors

_ Information
Interested Party/Contributor :
Received
Pre-Sampling
Brompton Bicycle Limited Questionnaire (PSQ),

Questionnaire

Halfords Limited PSQ
Merida Bicycles Limited PSQ
Raleigh UK Ltd PSQ
Madison Cycles Limited PSQ

Changzhou Merrygold Machinery &

. PSQ, Questionnaire
Electronic Co., Ltd

Zhongxin Power (Tianjin) Bicycle Co., Ltd PSQ
Changzhou HJ Pedal Co., Ltd PSQ

Jinhua Vision Industry Co., Ltd PSQ, Questionnaire
Giant Electric Vehicle (KunShan) Co. Ltd PSQ

Wuyi Simino Industry and Trade Co., Ltd PSQ

Tianjin Upland Bicycle Co., Ltd PSQ
Jangsu Lvneng Electrical Bicycle Technology PSQ

Co., Ltd

Changzhou Heyeah Technology Co., Ltd PSQ
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Co., Ltd

Wuxi Shengda Vehicle Technology Co., Ltd PSQ
Guangzhou Symbol Bicycle Co., Ltd. PSQ
Changzhou INBIKE E-Vehicle Co., Ltd PSQ
Tianjin Golden Wheel X-Development

Bicycle Co., Ltd PeQ
Changzhou Merry Ebike Co., Ltd PSQ
Joy Kie Corporation Limited PSQ
Tianjin Golden Wheel Totem Import and PSO

Export Co., Ltd
Xiangjin (Tianjin) Cycle Co., Ltd PSQ
Jinhua Zodin E-Vehicle Co., Ltd PSQ
Easy-try Cycles (Tianjin) Co., Ltd PSQ
Jinhua Feirui Vehicle Co., Ltd PSQ
Jinhua Otmar Technology Co., Ltd PSQ
Jinhua Seno Technology Co., Ltd PSQ
Suzhou Joydeer E-Bicycle Co., Ltd PSQ
Zhejiang JSL Vehicle Co., Ltd. PSQ
Anhui Xingmai Trade Co., Ltd PSQ
Jinhua Jobo Technology Co., Ltd PSQ
Yongqgi (China) Bicycle Industrial Corp. PSQ
Wuxi Shenyun Technology Development PSQ
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Suzhou Guoxin Group Fengyuan IMP & EXP PSQ
Co.,Ltd.
Suzhou Rununion Motivity Co., Ltd PSQ
Jinhua Geobyke Co Ltd PSQ
ZheJiang Linbo Transportation Technologies PSQ
Co.,Ltd
Cemoto Ltd PSQ
Skyland Sport Tech Co., Ltd PSQ
JinHua Epower Industry Co., Ltd PSQ
Sino Lithium (Suzhou) Electric Technology PSQ
Co., Ltd
Zhetai Vehicle (Jiangsu) Co., Ltd PSQ
Yongkang Aijiu Industrial & Trade Co., Ltd PSQ
Jinhua Baochi Vehicle Co., Ltd PSQ
Cycleman E-Vehicle Co., Ltd. PSQ
Jinhua Qidian Vehicle Co., Ltd PSQ
Zhejiang Hangpai Electric Technology Co., PSQ
Ltd
Erocgo Co., Limited PSQ
Hangzhou Hangpai Electric Vehicle Co., Ltd PSQ
ZheJiang Jollo Technology Co., Ltd PSQ
Ningbo Nanyang Vehicle Co., Ltd PSQ
Zhejiang Apollo Sports Technology Co., Ltd PSQ
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UBC Co.,Limited PSQ
Joysun (Zhejiang) MFG Co., Ltd PSQ
Zhejiang Eshion Electric Technology Co., Ltd PSQ
Yadea Technology Group Co., Ltd. PSQ
Jinhua Suntide Vehicle Co., Ltd PSQ
Hangzhou Top Mechanical and Electrical PSQ
Technology Co., Ltd
Foshan Swift Import & Export Co., Ltd PSQ
Jiaxing Hongfa Tech Co., Ltd PSQ
Changzhou Velomove Technology Co., Ltd PSQ
Zhejiang Xinzhuoluo Intelligent Technology PSQ
Co., Ltd
Wuxi Yadea Export-Import Co. Ltd. PSQ
Jinhua QueenE Electric Technology Co., Ltd PSQ
Jinhua Leichten Electric Technology Co., Ltd PSQ
Yongkang Lohas Vehicle Co.,Ltd PSQ
Anhui Youken Trade Co.,Ltd PSQ
Universal Cycle Corp. Guangzhou PSQ
Taioku Manufacturing (Jiangsu) Co., Ltd PSQ
Ningbo Hongtu Intelligent Technology Co., PSQ
Ltd.
Yongkang Mars Vehicle Co., Ltd. PSQ
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'Yongkang Heming Vehicle Co.,Ltd. PSQ

Changzhou Ristar Cycle Co., Ltd PSQ
Wuxi Maitu Sports Equipment Co., Ltd PSQ
Zhejiang Feishen Vehicle Industry Co., Ltd PSQ
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