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*1033 WILL THE OMINOUS CLOUDS LOOMING ON THE HORIZON
CAST A RESTRICTIVE SHADOW OVER THE GROWTH OF SOLAR
POWER IN THE UNITED STATES?

In the last three years, the world has experienced a boom in the popularity of solar power.* New photovoltaic installations in
the United States have skyrocketed to all-time highs.? This exponential growth has been fueled by environmental awareness
coupled with an increased affordability of photovoltaic solar equipment.? The surge in the number of solar installations has
the potential to evoke a substantial effect on clean energy production.* On the other hand, the increase in the availability and
affordability of photovoltaic cells bring substantial challenges in maintaining their sustainability.

THE RECENT SOLAR ENERGY ENVIRONMENT

Solar energy has recently become more appealing to individuals, companies, and utilities. It has been estimated that in 2000
there were about 1.4 gigawatts worth of solar power being produced globally, while today that number has radically
increased to over 100 gigawatts worth of power.® This amount of energy is estimated to be able to provide for the *1034
needs of over 30 million households globally, with an annual reduction of about 53 million tons of carbon dioxide emissions.®

The United States has seen a large growth in photovoltaic popularity with an estimated record of 5000 megawatts of solar
power being brought online in 2013.” The Solar Energy Industries Association (SEIA) reports that there are about 10250
megawatts of solar power currently installed in the United States, providing enough output to supply power to approximately
1.7 million average-sized homes.® The top five states for solar power production are California, Arizona, New Jersey,
Nevada, and North Carolina.® The SEIA also estimates that Americans installed 27 percent more photovoltaic in 2013 than
they did in the previous year.*® This increase has been the result of heightened interest across the board by residential users, as
well as nonresidential, and utility companies.’* The American solar business is booming.

The increased use and popularity of solar power has been partially driven by lowered prices and associated incentives, all of
which have made this energy option more cost effective for users.*? In the last two years, photovoltaic prices in the United
States have dropped by an average of 60 percent.®* The price reduction has translated into a record number of installations
across the board by residential, nonresidential, and utility users.* This continued growth of the photovoltaic industry is
threatened by allegations of unfair trading practices on behalf of China and the tariff disputes that have ensued.*

I. TARIFFS AND THE LOOMING STORM
There have been increased trade tensions over the past several years between the United States and China. This escalation

started prior to the United States levying tariffs *1035 against China in 2012.® SolarWorld filed a petition and the U.S.
Department of Commerce launched an investigation based on the claim that China was dumping or selling photovoltaic cells



in the U.S. below cost.*” This complaint was brought to the United States International Trade Commission under section 733,
of the amended Tariff Act of 1930.*¢ After a formal investigation, the Department of Commerce found it likely that
photovoltaic cells were being imported from China and sold for less than the fair market value in the United States.” Similar
accusations were brought against China by the European Union in 2013.2 The Commission concluded that the Chinese
Government’s subsidies and favorable treatment of Chinese photovoltaic cell manufacturers constituted dumping and
warranted tariffs when those cells were sold abroad so that domestic manufacturers could compete with the prices.? In 2012,
the United States imposed tariffs of about 36 percent on photovoltaic solar cells coming from China.?

The United States has not been the only party to accuse China of dumping photovoltaic cells.?? The European Union
separately levied tariffs against China in 2013 for dumping and unfair trade practices relating to solar cells.?* These
provisional punishments included a 47 percent increase on customs tariffs on solar panels.? In order to protect its local
markets, the EU opened negotiations with China only after it levied the tariffs on the Chinese-produced solar cells.? As a
result of these negotiations, in July of 2013, Chinese companies that agree to a minimum price for the solar panels that are
sold in Europe are not penalized with additional tariffs on those products.?

*1036 Meanwhile, the United States has implemented the tariffs it announced in 2012.% In response to those penalties, China
has enacted a retaliatory tariff of about 50 percent on solar-grade polysilicon that is imported from the United States. This is
the main material that is used to make solar panels, and the United States is a major producer of this product.* China has also
filed a complaint with the World Trade Organization against the United States over the anti-dumping tariffs that have been
imposed on photovoltaic cells that are being imported into the United States.** Both the United States and China are parties to
the General Agreements on Tariffs and Trade of 1994 (GATT).? As Signers of this trade agreement, the tariffs that one
member is allowed to levy against another member’s imports are restricted, and China alleges that the U.S. has breached this
agreement.®

On December 31, 2013, SolarWorld, a U.S. photovoltaic panel producer, filed additional anti-dumping and anti-subsidy
petitions against China with the U.S. International Trade Commission, and the U.S. Department of Commerce.* SolarWorld
alleges that Chinese companies are circumventing the current tariffs by having components for the photovoltaic cells sent to a
country that is not affected by the tariffs, and then importing them from there into the United States.*® The support for this
new round of investigations has yet to be determined.® As a result of the current market situation the price for solar modules
rose by 11 percent in the United States, between the first and third quarters of *1037 2013.% This escalation of accusations
and tariffs from both sides has the potential to harm both the solar industry as well as the solar market with a drawn out trade
war.

1. FOCUS ON THE FUTURE

Despite the potential conflict, both the United States and China have environmental and economic incentives to reach an
agreement for the importation and exportation of solar technology. Both countries are installing record amounts of
photovoltaic energy-creating capacity.® China has had severe pollution problems, and the coal used in the nation’s power
plants is not helping reverse this trend.* China’s motivation for the large photovoltaic solar installation in 2013 of an
approximately 10 Gigawatts can be partially attributed to ongoing environmental concerns.® As the production of
photovoltaic cells in China increases due to the internal as well as global demand, they will need to import more solar-grade
polysilicon. Given that the United States is a major supplier of solar-grade polysilicon, an escalated trade war could spread
into other areas of trade and could have a broad negative effect on both countries.

A trade war could make it more difficult for both countries to meet current environmental law obligations and objectives. For
example, China’s 1996 Electricity Law states that renewable and clean energy resources are encouraged and supported by the
state and that the production of power shall be done in a way to protect the environment by adopting new technology
according to law.* The United States also has an energy policy that requires the use and cost evaluation of clean energy along
with incentives to qualified renewable energy providers. Not only are there national laws and policies, but also individual
states have their own controls and incentives in place that necessitate the use of clean energy.® An increase in the price of
solar energy could have a negative impact on the entities that operate under these constraints.

On the other hand, negotiations could potentially prove beneficial to both parties. One possible solution would be to create a
similar type of agreement to the one that was *1038 recently reached between China and the EU, where a minimum price was



set to avoid tariffs.* With an agreement of a price floor, there could be some protection to the photovoltaic producers here in
the U.S., and the Chinese companies could benefit from the large and expanding U.S. solar market made available at a more
competitive price without the added tariffs. This type of agreement could also lead the way to removing the tariffs on the
solar-grade polysilicon.® With smart diplomacy, both countries would be able to benefit from these possible outcomes.

CONCLUSION

In order for photovoltaic cells to remain a viable and attractive power-producing option, the United States and China should
reach an agreement. Current tariffs from both the United States and China could ultimately hurt the solar industries in both
countries, as well as negatively affect the global market for solar cells. A downturn in global solar manufacturing and sales
could also have a negative effect by making it more difficult to meet environmental objectives by decreasing the amount of
new clean energy capacity created. Without international action, the price of photovoltaic cells could rise to a point where
new customers would be dissuaded from installing them. An obvious option that should be attempted is bilateral negotiations.
Tariffs can be continued if negotiations fail, but a continued tariff war appears to have the potential to hurt the photovoltaic
industry as well as to make it more difficult to comply with environment standards.
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