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PROCEEDINGS
(1:04 p.m.)

CHAIRMAN ARANOFF: Good afternoon, on behalf
of the United States International Trade Commission, I
welcome you to day one of hearings on Investigation
Number 701-TA-448 and 731-TA-1117 (Final) involving
Certain Off-the Road Tires from China.

The purpose of these investigations is to
determine whether an industry in the United States is
materially injured or threatened with material injury,
or the establishment of an injury in the United States
is materially retarded by reason of subsidized imports
and less than fair value imports of certain off-the-
road imports from China.

The schedule setting forth the presentation
of this hearing, notice of investigation, and
transcript order forms area available at the
Secretary's desk. All prepared testimony should be
given to the Secretary.

Please do not place testimony directly on
the public distribution table. All witnesses must be
sworn in by the Secretary before presenting testimony.

I understand that parties are aware of the
time allocations. Any question regarding the time
allocations should be directed to the Secretary.
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Finally, if you will be submitting documents
that contain information you wish classified as
business confidential, your request should comply with
Commission Rule 201.6.

Before getting started this afternoon, I
would like to thank all of the parties for your
flexibility with respect to the somewhat unusual
scheduling of this hearing. This morning, the Court
of Appeals for the Federal Circuit heard argument in a
very important section 337 patent case that the
Commission decided last year concerning cell phone
technology.

The Court's decision in that case has the
potential to bring about substantial change in the
Commission's practice in Section 337 cases, and the
Commissioners collectively felt that it was important
that we attend the Court's proceedings.

In re-scheduling the hearing, we tried very
hard to accommodate the needs and travel plans of all
the witnesses to the best of our ability. On behalf
of the Commission, I thank you all for your
understanding and particularly thank those who had to
change their plans.

I'm pleased to see you all here this
afternoon, and look forward to a productive hearing
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today and tomorrow morning. Madam Secretary, are
there any other preliminary matters?

MS. ABBOTT: Yes, Madam Chairman, with your
permission we will add Thomas M. Schultz, General
Counsel of Specialty Tires of America to the calendar.

CHAIRMAN ARANOFF: Thank you.

MS. ABBOTT: All witnesses for this
afternoon's panel and for making presentations have
been sworn.

CHAIRMAN ARANOFF: Thank you; will you then
please announce our first Congressional witness.

MS. ABBOTT: Our first speaker is the
Honorable Donald A. Manzullo, United States
Congressman, 16th District, State of Illinois.

CHAIRMAN ARANOFF: Good morning, Congressman
Manzullo; welcome to the Commission.

MR. MANZULLO: Good morning, Madam Chairman,
Commissioners; thank you for giving me the opportunity
to testify this morning. I want to give you a little
background on the community that will be affected by
your decision.

Freeport, Illinois is a struggling city,
located in the American Heartland. It has a long,
proud history. The city has about 25,000 people. It
was settled by the German immigrants in Stephenson
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County during the 1840s and 1850s.

Freeport is also the home of the second
Lincoln/Douglas debate, whereby the Freeport Doctrine
was enunciated by Lincoln in which he trapped Stephen
Douglas, and Douglas won the Senate race and Abraham
Lincoln went on to become the President of the United
States.

This city has an immense and proud history.
In fact, when C-SPAN did the reenactment of that
second debate, over 5,000 people from this community
showed up in costume for the torch light parade to
reenact Lincoln's entry and arrival into the city on
the eve of that debate.

The population is now about 25,600,
according to the latest 2005 census figures. The city
saw a small decline in population in the 1980s and
1990s census, as manufacturing facilities closed up
shop and moved elsewhere. The 2000 census revealed
that Freeport's population was back to where it was
before the decline. But in each of the ensuing years,
Freeport gradually lost population. Now it's lower
than it was 57 years ago.

Medium household income in Freeport is about
$35,400. The average house price in Freeport is about
$79,000. The unemployment rate jumped 6.7 percent in
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May of 2008, which is higher than the state and
nationwide average. Just last year, Freeport
celebrated a relatively low unemployment rate of 4.8
percent.

This town is typical of many small towns in
America. The people get up early each day, and go to
work to earn what many might consider to be barely
enough to support a family. Many people in Freeport
travel the 30 miles to Rockford, and you can imagine
how that's affecting them, with $4.17 gasoline.

But I'm here today to testify on behalf of
the workers at the Freeport Titan facility. I come
as probably the only Member of Congress who's ever
gone to warehousing school to study the flow of the
finished product into the hands of consumer.

I spend about 75 percent of my time working
on manufacturing issues, dealing with everything from
minerals through supply chain management, into the
different types of productivity, right through to
export controls.

I'm also one of the co-founders of the
manufacturing caucus. When I was Chairman of the
Small Business Committee, we held over 60 hearings on
the issue of manufacturing in this country.

So I come to you today, not just
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representing my constituents, but as somebody who
really understands the nature of manufacturing and
what is going on in this country. Titan Tire is just
one of five major businesses in Stephenson County,
surrounding Freeport, that employs over 500 people.

In fact, Titan and one other major company are the
only two large manufacturers left in Freeport.

Titan Tire provides their employees with
good union wages and benefits. The plant has been in
Freeport for nearly 45 years. In fact, at one point
in time, it was the largest employer in Freeport, with
over 900 workers. Many of these workers support
families and indirectly support and sustain nearby
small businesses and not-for-profits.

The loss of tire making at this plant would
devastate this little city. It's one of the last
remaining employers in Stephenson County, and it would
have ripple effects through Northwestern Illinois. We
just lost the giant GMC plant in Springfield,
Illinois, that makes the large GMC SUVs. That's 2,700
jobs that are gone; along with them, all the suppliers
of fasteners and other types of items that are found
on those automobiles. Jamesville is about 35 miles
from Freeport.

After many years of turmoil and reductions
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in the work force, Titan Tire assumed control over the
Freeport facility in 2005 with a commitment to keep
production in Freeport.

I met with the new management, and it wants
to make this off-road tire making facility a success
in Freeport, as reflected in their investment in new
plant equipment.

If you grant affirmative determination in
these two cases, both Titan Tire and I expect to see
increased employment, production, and shipments at the
Freeport facility and in their other plants.

There's a pool of about 200 laid-off workers
that can return instantly, as soon as the orders are
there. They could be reinstated during heightened
production to be growing domestic market supply.

Unlike our other cases, this is not a
situation of short supply. There are workers out
there who worked at that plant for years and years and
years, just itching to get back to work.

Increasing the long-term viability of the
Titan Tire plant is part of an overall economic
development of Freeport that I'm working out with
local and state leaders. We're doing everything we
can to keep that town from dying.

If you grant the relief to the objectors,
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this could have a devastating blow on that plant, that
will hurt this little city even more; all because of
unfair competition from China.

When I served as the Chair of the U.S./China
Interparliamentary Exchange, I spent a lot of my time
dealing with exports, dealing with Chinese exports,
and meeting with the Ambassador and other people from
China, at least two or three times a week if not more
frequently, as the people come over here from China.
Your role is to determine whether or not the U.S. off-
the-road tire industry has been materially injured by
unfair imports from China.

Let me commend you for your decision in the
Circular Welded Carbon Quality Steel Pipe Case three
weeks ago. This established for the first time the
practical use of a new tool at the disposal of the
U.S. industry to challenge unfair Government subsidies
by non-market economies such as China.

The Bush Administration also deserves praise
for changing long-standing policy in this regard, and
I thank you for implementing this tool for the benefit
of U.S. manufacturers.

Let me read to you an interesting comment
that I wrote down from Wu Yi before she retired from
that position. She holds the position generally of
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the equivalent of a Secretary of Treasury or Secretary
of Commerce. The reason I wrote it down is because it
goes to show the state of exactly how China governs
itself with regard to currency.

This was at the U.S.- China Business
Council, April 22 of 2004 in D.C., and I thought that
I had misunderstood her statement as to what they do
with their currency. But she had put out an English
version, which she said in Chinese. She says China
has a "market-based, managed unitary floating exchange
rate." Now you figure that one out.

That's what these guys back here from
Freeport are up against; people that play these word
games. Word games cost them jobs. It caused them to
lose their jobs and their families suffer. They're
caught in a small town in the Midwest, and they're
aren't jobs around to replace what happens when the
Chinese play these types of word games. They're doing
the same in this particular case.

Every day, we read stories about how the
Chinese government subsidies its industries. State-
owned banks decide that loans do not need to be paid
back any more. Then these same banks receive massive
capital infusions to replenish accounts from the
central government.
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Various environmental work place safety and
labor laws are routinely ignored. I was with a
company on the weekend. In order to meet the Montreal
Accords, they had to take out their machines and put
in new machines. These are the Clean Air Accords.
Guess where their old machines are going? They're
going to China, because China doesn't have those
environmental laws.

So as we spend money here to come up to U.S.
environmental quality standards, the old machines
leave the United States. They're shipped to China
where production begins in China, to compete with
these guys back here, and they don't to fulfill any of
those stringent Montreal requirements.

Raw materials by China's producers are
procured at less than market prices. Energy is
provided at a preferential basis.

On June 19th, China announced that it will
cut its oil subsidies, raising the price of gas and
diesel by 17 percent. But this is still not a free
market price. Yet, we are also supposed to applaud
the move while Americans suffer through market-based
pricing for gas at the pump.

While I welcome the gradual appreciation of
the Chinese R&B, the Chinese government still heavily
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intervenes to ensure that its currency does not go
above a certain range. The egregious Chinese
practices together have harmful impact on U.S.
manufacturing and the U.S. economy as a whole.

While an affirmative decision in this case
would be a small step towards moving China more
towards a market economy, it would be a large and
sufficient step towards restoring a level playing
field for Freeport, Illinois, and domestic off-the-
road tire makers such as Titan Tire.

What's sad is that while the demand for off-
the-road tires rapidly grows, the U.S. market share
for domestic producers of off-road tires dropped from
57 percent in 2004 to 46 percent in 2007. At the same
time, imports of these tires have dramatically
increased by more than 81 percent between 2004 and
2007, resulting in a market share increase for off-
road tire imports from 19 percent in 2004 to 37
percent in 2007.

This shows that importers are using
subsidies and other advantages of producing in China
to specifically target the U.S. marketplace.

In contrast, U.S. domestic off-the-road
producers saw their production increase for the first
time in several years during the first quarter of 2008
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to 995,000 tires, as compared to 910,000 tires
produced during the first quarter of 2007. This
evidence dramatically demonstrates the material injury
caused by Chinese imports of off-the-road tires on
U.S. producers.

I come here a Member of Congress
representing people who are getting really smacked in
the Midwest. I don't know how much more we can take.
Rockford, Illinois, the second largest city, has
unemployment I think now of seven to seven and-a-half
percent. They continue to lose industry after
industry after industry.

The folks at Titan Tire can meet any demand
that's given to them by any company. Anybody who says
that people there at Titan that have inventory, that
have excess capacity and 200 men and women ready to go
back to work, that says that that company cannot
supply enough tires, needs to go back to the drawing
board; or perhaps we're looking too much as the
definition of currency as defined by Madam Wu Yi.

Thank you very much for your time. I know I
went overboard. But we can't lose any more jobs in
America. Are there any questions?

CHAIRMAN ARANOFF: Are there any questions
for the Congressman?
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(No response.)

CHATRMAN ARANOFF: Thank you very much,
Congressman Manzullo.

MR. MANZULLO: Thank you.

MS. ABBOTT: Our next speaker is the
Honorable Leonard Boswell, United States Congressman,
3rd District, State of Iowa.

CHATRMAN ARANOFF: Welcome, Congressman
Boswell; please proceed.

MR. BOSWELL: Thank you, Madam Chairman and
Commissioners; it's good to be here. 1It's a very
important matter. I understand that you understand
that. So I'll just make my testimony fairly short.

We have more detailed information in our submission
about the figures and things like that, if that's
okay.

So Madam Chairman and members of the
Commission, today I'm testifying in support of the
United Steel Workers and the U.S. tire industry to
urge a positive decision on the case pending before
you on subsidized and dumped off-the-road or OTR tires
from China.

The outcome of this case at the
International Trade Commission is critical to my
constituents in the 3rd Congressional District of Iowa
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and to the future of this American industry.

I'm proud to be supporting the efforts of
both of the co-petitioners in this Case, the USW and
Titan International, as well as Bridgestone/Firestone.
In fact, both Titan and Bridgestone/Firestore have
plants and facilities in my Congressional District,
with a total of over 2,600 employees.

The USW represents highly skilled workers at
both manufacturing plants. Since I arrived in
Congress in 1997, I've worked with USW in Iowa and
nationally, to make sure that U.S. trade policy
provides a level playing field for U.S. workers,
companies, and the products they export. I'm very
pleased to appear today on behalf of this coalition on
the OTR tire trade issue.

Again, Titan Tire Corporation is based in my
district. They have a major production facility in
Des Moines which is critical to our manufacturing
economy. Their Des Moines facility is capable of
producing a wide range of OTR tires for agricultural,
construction, and earth mover and industrial
applications on the same production line.

Plus, Bridgestone/Firestore is also a large
player in our local economy, having invested more than
$217 million in their production and distribution
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facilities. Iowa is home to a major Bridgestone
distribution center, 33 company-owned retail stores,
and Bandag Tire Solutions headquarters, which
manufacturers retreading materials and equipment for
worldwide distribution.

They also have one of the largest
agricultural tire plants in the world, right in Des
Moines. This 2.6 million square foot facility opened
in 1945. Not only have they boosted Iowa's economy,
but they have also shown great community leadership
with their involvement in local charities. They have
won prestigious state and national environmental
performance awards.

Many of our workers have been hit hard by
the pressures of globalization. Job loss can
devastate the lives and economic security of workers
and their families in our rural communities. OTR tire
producers have specialized skills that are not easily
transferred, especially when unfair global competition
makes it less and less likely that they will find
comparable work in their industry and their skills.

This is particularly true in the case we are
discussing today, where an entire domestic industry is
threatened not by healthy competition; but by the
unfair trade practices supported by a foreign

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

27
government. I would like to be very clear. I believe
in and have practiced trade. But it must be fair
trade.

I have a great deal of respect for the ITC
and its reputation for factually-based analysis. In a
complex trade case like this one, I believe by looking
at the data and the numbers of Chinese dumped and
subsidized product, it is clear it has materially
harmed U.S. manufacturers of OTR tires.

In the OTR tire industry, American producers
are facing dramatically increased exports to the U.S.,
while Chinese companies benefit from both government
subsidies and dumped products significantly below
production costs.

These Chinese government subsidies and the
dumping practices of Chinese importers have left the
United States industry in significant economic
difficulty. As a result of the increasing volumes of
low priced imports, the domestic industry has
experienced steady declines in U.S. employment, sales,
shipments, and capacity utilization.

I am sure that you are aware that increasing
commodity prices and demand in the agriculture sector
is raising overall demand for off-the-road tires.
Rising demand should mean increased profits for U.S.
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producers, but that is not the case.

Again, subsidized and dumped OTR tires from
China are the most significant factor in our domestic
OTR industry's weak financial performance. Our laws
are meant to protect American workers and businesses
from the dumping and subsidies that create these
artificially low priced imports.

For the OTR tire producers and worker in my
district, proper implementation of trade remedies is
absolutely essential to maintaining our local
production facilities and high wage and high skilled
manufacturing jobs.

As I mentioned before, I believe in trade.
But that trade must also be fair; and in the OTR
industry, foreign producers are not playing by the
accepted international rules of the game. So when the
rules are violated, as I believe they are in this
case, we must remedy the situation. In our balanced
trading system, I know the American workers can
compete and win against almost anyone.

In conclusion, I am grateful for the
opportunity to testify before you today. I know you
will carefully consider this important off-the-road
tire case; and I am hopeful that your consideration
will lead you to determine that material injury has
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occurred to this important domestic industry.

Titan International, Bridgestone/Firestone,
and other petitioning companies are committed to
manufacturing in the United States. I am committed to
helping to secure the economic future of Iowa by
helping to restore fair trade and export opportunity
to Central Iowa communities. Hard working Iowa
families should not have to face the devastating
impacts of unfair trade from abroad.

I appreciate the critical role the
International Trade Commission plays in addressing
unfair trade and preserving the ability of American
workers and companies to compete. I urge you to
confirm these orders

I feel and I submit it's important to the
United States Steel Workers, to tire companies in
Central Iowa, and to our country's industrial base,
that you maintain the discipline on illegal dumping
and illegal subsidies in the OTR tire sector. I thank
you very much for this opportunity.

CHAIRMAN ARANOFF: Thank you very much. Are
there any questions for the Congressman?

(No response.)

CHATRMAN ARANOFF: It appears not. We
appreciate your taking the time this afternoon.
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MR. BOSWELL: I wish you well.

CHAIRMAN ARANOFF: Thank you.

MS. ABBOTT: Our next speaker is the
Honorable Phil Hare, United States Congressman, 17th
District, State of Illinois.

CHATRMAN ARANOFF: Welcome to the
Commission, Congressman Hare.

MR. HARE: Chairman Aranoff, members of the
Commission, it is a privilege to address you this week
on a matter utmost importance, not just to me, not
just to the constituents of the 17th Congressional
District which I represent, but to the economy of the
United States and of Illinois, and to the future of
manufacturing in America.

I'm here on behalf of the U.S. tire industry
and its workers to advocate an affirmative decision by
the ITC to provide relief from unfairly dumped and
subsidized imports of certain off-the-road OTR tires.

One of the Co-Petitioners in this case,
Titan International, is headquartered in my district
in Quincy, Illinois, and is a critical leader in our
regional manufacturing economy with over 1,000
employees in the area. In addition to having its
headgquarters in my district, Titan International also
does much of its research and development there.
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I have worked with the other Co-Petitioner,
the United Steel Workers, for many years to assure a
level playing field internationally for American
workers. As you know, the steel workers represent the
employees at each of the Titan plants.

I'm proud to appear today on behalf of both
the union and the management on this important trade
cause for off-the-road tires. Additionally, I
appreciate the support that Bridgestone/Firestore and
other major U.S. off-the-road tire producers have
offered in this case.

U.S. trade remedy laws are indispensable
tools which guarantee a level playing field and a fair
opportunity for American workers to compete against
unfair foreign trade practices. Your invaluable work
at the U.S. International Trade Commission, enforcing
laws, ensures that all workers in my district and in
our country have the opportunity to compete on an open
and level playing field.

For domestic OTR tire producers, a proper
implementation of trade remedies is an essential step
to keeping the production facilities and high wage
manufacturing jobs, which are so essential to keeping
economies in district like mine securely on American
soil.
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The OTR tires addressed in this
investigation are used on a wide variety of vehicles
and equipment employed in agriculture, forestry, and
construction, as well as industrial settings for
hauling, towing, lifting and loading.

Despite recent increases in commodity prices
and demand in the agriculture sector, which have
correspondingly increased the need for OTR tires, the
domestic industry's financial performance remains very
weak.

Titan International is also a major supplier
of OTR tires for the U.S. military. For decades,
their wheels have carried the vehicles that help keep
our fighting men and women safe in combat.

However, in spite of increased production
capacity and proven successes, Titan has lost out on a
number of Defense procurement opportunities to cheaper
foreign products.

A U.S. company supplying the U.S. military
is good for our economy and good for our national
security; and ensuring a level playing field is wvital
to the future competitiveness of Titan and other
domestic tire companies in our Defense supply chain.

Madam Chair and members of the Commission,
our trade laws are meant to protect U.S. businesses
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and American workers from the dumping and subsidies
that create these artificially low priced imports.

When you look at the facts in this case, the almost
unavoidable conclusion is that material injury has

occurred, because of these unfair imports.

Last year, the Department of Commerce found
that the Chinese Government was unfairly subsidizing
Chinese OTR tire producers with subsidies up to 20.3
percent. Similarly, early this year, Commerce
determined that Chinese tire producers were also
dumping tires, dumping massive margins, ranging from a
problematic 11 percent to as high as a massive 210
percent.

As you can see in recent years, American
producers of OTRs have faced a double hit, as Chinese
companies increased exports to the U.S., while
benefitting from both Government subsidies and a
dumped produce at significantly below production
costs.

As you might expect, between 2004 and 2007,
imports of the tires from China increased by more than
80 percent, jumping from approximately 1.8 million to
3.2 million. By value, these imports increase 184
percent, from $114 million to $324 million. Clearly,
a surge in imports occurred during that period; and
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predictably, as subsidized and dumped imports
increased, the U.S. industry lost market share.

The data shows that U.S. OTR producers'
market share declined from approximately 57 percent in
2004 to 46 percent in 2007. As a result of increasing
volumes of low priced imports, the domestic industry
experienced steady declines in capacity utilization,
U.S. shipments, quality of net sales, and U.S.
employment.

This is particularly troubling in the 17th
Congressional District that I represent. We're
already hard hit, and unfair trade laws have sent
good, high paying manufacturing jobs overseas.

The preliminary anti-dumping and
countervailing duty orders that were put into place in
late 2007 and early 2008 helped to level the playing
field, and the situation immediately improved for U.S.
tire producers. Tire imports almost immediately
decreased by 18 percent, and then it continued to
decline 44 percent in the three months following
Commerce's affirmation of the preliminary
countervailing duty determination.

Furthermore, during the first three months
of 2008, both the U.S. OTR tire industry employment
and production began to increase again. That means
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high wage, high skilled jobs are being jobs are being
created again in this nation and industry across the
heartland of the United States; from Illinois to Iowa
and Ohio.

We know that these orders that you are
considering today are restoring balance in the U.S.
OTR tire market. This is exactly how are trade laws
are supposed to work. U.S. producers of OTR tires
have no objection to free and fair competition.
American industry and its workers, when provided a
level playing field can and do compete with anyone.

In conclusion, I'm grateful for the
opportunity to testify before you today. I thank you
for your careful consideration of these important off-
the-road tire cases.

I am confident that your careful analysis
will determine that material injury has occurred to
this important segment of the U.S. tire industry.

Titan International and the other
petitioning companies are committed to manufacturing
in the United States. However, absent relief, there
is no question that the domestic industry will be
threatened with increased harm by the import of dumped
and subsidized OTR tires from China.

Make no mistake, the stakes are high for
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U.S. companies and their workers in this industry. I
salute the United States International Trade
Commission for the critical role it plays in
addressing unfair trade and preserving U.S. jobs and
our country's industrial base.

I strongly urge you to affirm these
important orders when you vote on August the 11th.
Thank you very much for having me this morning.

CHATRMAN ARANOFF: Thank you; are there any
questions for the Congressman?

(No response.)

MR. HARE: Thank you very much.

CHAIRMAN ARANOFF: Thank you for coming
today.

MS. ABBOTT: Opening remarks on behalf of
Petitioners will be by Terence P. Stewart of Stewart
and Stewart.

CHAIRMAN ARANOFF: Good afternoon, Mr.
Stewart.

MR. STEWART: Good afternoon, Madam Chairman
and Members of the Commission. The imports from China
that are subject to these investigations have surged
since 2004, and are huge absolutely throughout the
period of the investigation in comparison with
domestic production, equaling more than 81 percent of
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domestic production on a quantity basis in 2007, based
on the staff's import estimate.

The domestic industry producing the like
product, while being in a cyclical upswing in demand,
has seen production, shipment, sales, and capacity
utilization as measured in quantity, as well as
employment, wages, and hours worked, all decline
during the period of investigation.

While prices have increased for domestic and
imported product, reflecting rapidly increasing
material costs, changing product, and other causes,
domestic producers have faced unsustainably low
profitability through the period of investigation.

In fact, the operating income was just 1.1
percent for the three year period; a figure roughly
one sixth of all manufacturing, one fifth of the total
rubber and plastic producer industry, and as little as
one eighth of that earned by machinery manufacturers
in the same period, and far below any sustainable
level for a high fixed cost, cyclical industry.

Prices have not increased at a level to
cover increased material costs, as reflected in the
staff report. Domestic producer prices declined two
cents a pound between 2005 and 2007, while raw
materials increased five cents a pound during the same
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period.

Price under-selling has been massive, with
the public staff report showing under-selling in
nearly 94 percent of the comparisons made, ranging up
to 65 percent. While domestic producers have some
advantages, including well regarded brands, the level
of price under-selling has resulted in the loss of
market share to dumped and subsidized imports.

Some parties have raised questions about
which data set best reflects total imports of subject
tires. We believe U.S. import statistics, as modified
by Commission staff but with an additional exclusion
of imported tires, with a price of $20 to $25 per
tire, more properly captures what other information in
the staff report makes clear. There was strong
increase in imports from China on both a quantity and
value basis during the period of investigation.

Certainly, domestic producers are losing
market share to Chinese imports. That can be seen
from a review of import statistics properly modified
or a review of questionnaire data from importers.

Imported questionnaires show sharp increases
in imports from China as a show of apparent
consumption on both a quantity and value basis almost
identical to the loss of market share for domestic
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product.

As our witnesses today will make clear, this
loss of market share by domestic producers has nothing
to do with product availability, and everything to do
with aggressive pricing from Chinese exporters and
their importers.

The record strongly supports a finding by
the Commission of material injury to the domestic
industry by reason of dumped and subsidized imports.
Indeed, the interim data, which corresponds exactly
with the period when preliminary relief following the
Commerce determinations would be expected, shows the
immediate effect for domestic producers and their
workers of neutralizing the dumping and subsidization
of Chinese imports.

While we will hear much from the other side
about expanding the domestic industry beyond the
industry which matches the scope of the investigation
and issues about which database to use and the
significance of product availability, the irreducible
elements of the case don't change. Absent relief,
there have been and will be large and rising imports
from China at very low prices, which have cost and
will continue to cost U.S. producers volume and prices
sufficient to generate an adequate return, and cost
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workers jobs and their hours of work.

Finally on the question of like product, the
Commission should find that products beyond the scope
of the investigation are not part of the like product
in this case.

There are significant differences, including
in product construction and in size and weight,
differences in manufacturing equipment and often
facilities, frequent shipments direct to end users
versus to OEMs for out-of-scope merchandise, limited
ability of most distributors to handle the out-of-
scope product because of specialized equipment, and
training needs and huge difference in price.

The average unit value of out-of-scope
product in 2007 was 57 times the average unit value
for certain OTR tires, a significant price difference
under any measure.

The companies and workers in support of
relief ask the Commission to ensure that the promise
of the law is realized in this case. Our industry has
been materially injured. We ask you to so find; thank
you very much.

CHAIRMAN ARANOFF: Thank you, Mr. Stewart.

MS. ABBOTT: Opening remarks on behalf of
Respondents will be by James P. Durling of Heller
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Ehrman.

CHAIRMAN ARANOFF: Good afternoon, Mr.
Durling.

MR. DURLING: Good afternoon, my name is
James Durling with the law firm of Heller Ehrman,
appearing today on behalf of Respondents. As you
listen to Petitioners today, we urge you to keep in
mind a few key questions.

Petitioners would have you belief that they
have identified an appropriate bright line to
distinguish large, non-agricultural OTR tires 39
inches or larger. But there is no such bright line.

OTR tires form a continuum. That is why end
users like Caterpillar use OTR tires with rim
diameters of 33, 39, and 49 inches, all in the same
equipment. These tires are made in the same
facilities with the same methods. They are sold to
the same customers. They are sold through the same
channels of trade. Whether above or below 39 inches,
these tires are both part of the same like product.

As you listen to Petitioners' arguments
today, comparing the two extremes of the continuum,
ask whether that argument they are making applies to
the alleged bright line at 39 inches. Is there really
any difference between the 33, the 39, and the 45 inch
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tires, other than a continuum of sizes?

Once properly defined, the domestic industry
producing all OTR tires has been doing extremely well.
Domestic shipments of all OTR tires are up 19 percent.
Domestic shipments have kept up with the growing
market, and have maintained a stable market share at
about 60 percent.

Petitioners have tried to hide these
positive trends by focusing on the number of tires;
not the more appropriate number of pounds. It makes
no sense to focus on units of OTR tires, a product for
which the sizes range so widely.

Both of the tires in this photo fall with
Petitioners certain OTR tires. Ask Petitioners a
simple question. If a domestic producer gives up two
of these smaller tires, but replaces them with one of
these larger tires, and in doing so ships more pounds,
sells it for a higher price, and earns more profit,
how can that possibly be material injury?

Domestic prices are also up sharply. The
pricing products are up on average more than 20
percent. Moreover, these pricing products actually
understate the overall price increases, since they
include only the older designs. They include only
bias ply tires, and they include only smaller and
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medium sized tires; all the declining segments of the
market.

The pricing products do not include any of
the newer designs, radial tires, or larger tires, that
have been fueling domestic industry growth and
profits.

Petitioners will argue a lot today about
under-selling. But ask them how under-selling can
possibly be having any injurious effect if more pounds
are being shipped at higher prices, if market share is
stable and gross profits are up.

By shipping more pounds and selling tires at
higher prices, the domestic industry has seen sharply
increased profits. Gross profits on all OTR tires
have doubled over the period to more than $300
million.

Moreover, operating income has also surged
over the period. As the domestic industry shifted to
larger and larger tires, the operating margins on all
OTR tires increased to a record 11.2 percent in 2007.
Ask the domestic industry how matching or beating
every financial benchmark set forth in their briefs
can possible be considered material injury.

Although tire producers are doing quite
well, their customers continue to struggle to obtain
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desperately needed product. You will hear a great
deal more about shortages tomorrow in our main
presentation. You will hear from a purchaser who
spent more than four years trying to persuade the
domestic industry to make a specialized tire that
could be used in the West Virginia coal mining
industry, to no avail.

Yet, Petitioners claim to have lots of
excess capacity. Ask Petitioners this. If you have
so much excess capacity, why have so many purchasers
reported so much difficulty obtaining OTR tires of the
types and the qualities and at the time they are
needed?

Indeed, times are quite positive for the
domestic positive for the domestic OTR producers.

That helps explain why Titan stock price has been
beating the market averages.

Ask the Titan representatives here today how
they reconcile their claims of injury with their
phenomenal stock price a stock price that on May 31st
was the top performer, the number one performing stock
for the preceding five year period.

Finally, consider the diverging trends
between imports and domestic industry performance.
Imports from China increased modestly and then
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remained at about 11 percent of the market. Over the
same three period of time, domestic industry operating
income on all OTR tires increased in 2006, and then
more than doubled in 2007.

Operating margins reached record levels. It
defines any logic for the domestic industry to blame
imports. Ask the domestic industry this. How can
imports from China possibly be causing any adverse
effects when all the evidence points to 2007 being a
boom year? Thank you very much.

CHAIRMAN ARANOFF: Thank you.

MS. ABBOTT: Will the first panel in support
of the imposition of the anti-dumping and
countervailing duty orders please come forward?

CHATRMAN ARANOFF: Madam Secretary, for the
record,
have the witnesses been sworn.

MS. ABBOTT: Yes, Madam Chairman.

CHAIRMAN ARANOFF: Thank you; Mr. Stewart,
please proceed.

MR. STEWART: Thank you, Madam Chairman; we
begin our testimony with a slide demonstration, which
demonstrates that the domestic certain OTR tire
industry has been materially injured by reason of
subject imports.
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First, the growth in imports of Chinese OTR
tires has been rapid and substantial. As soon as the
slide comes up, we'll see that that's true. Do you
have the first slide? Okay, here we go.

Using the import statistics as adjusted by
the staff from 2001 through 2007, imports increased
from $20 million to more than $342 million. We
believe U.S. import statistics, as modified by the
Commission staff, but with an additional exclusion of
tires between $20 and $25 a unit or even higher would
better reflect actual imports of the subject tires and
reflect what other information in the staff makes
clean. there were strong increases in imports from
China on both a quality and value basis during the
period of investigation.

As discussed by the parties, there are
likely additional out-of-scope tires in the current
staff report data. Adjustments can be made to exclude
more low value imports at higher price points. As you
can see, the higher the value threshold, the sharper
the increase during the POI.

Regardless of the data set used, including
importer questionnaire data, subject imports have
increased and increased dramatically. Indeed,
relative to domestic production, subject imports are
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massive. In fact, nearly 80 percent on some counts.

Second, the domestic industry has been
materially injured. Key indicators show downturns
even during a period of cyclical upturn. Production,
capacity utilization, shipments, sales, and market
share measure measured in units all declined. The
downturn is hurting workers in terms of employment,
wages, and hours worked.

In a cyclical, highly capital intensive
industry such as the certain OTR tire industry, it's
essential for the industry to generate strong returns
during the upside of the cycle. That clearly did not
happen here.

Industry profitability has been inadequate
for the industry to survive. Compared to other
industries, the domestic certain OTR tire industry's
operating returns were a fifth when compared to the
rubber and plastics industry, a seventh of machinery
manufacturing, and about one sixth of the operating
returns for all manufacturing.

Needless to say, an operating income margin
of barely one percent of sales is inadequate to meet
the industry's cost of capital.

The Commission will see from information
supplied by individual producers in the record the
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direct injury to those sectors where the subject
imports are most heavily concentrated. The large
majority of subject imports in certain OTR tire demand
are bias tires, which account for between 60 and 70
percent of the U.S. certain OTR tire market.

A majority of Chinese OTR tires are also
concentrated in smaller sizes, areas where U.S.
producers have large amounts of unused capacity, which
would have been seen by the Commissioner and
Commission staff who made plant visits to the domestic
industry.

Finally, most Chinese imports are for sale
in the after-market. The evidence of causation in
this case, we would suggest, is compelling. The
industry's loss of market share, as measured by value,
is due to the increase in subject imports, and not to
non-subject imports. When importer questionnaire data
are examined, this same result, market share declined
by quantity and value for domestic producers, roughly
equal to that increase from China.

As the pre-hearing report makes clear,
according to the majority of purchasers, Chinese tires
are highly substitutable with domestically produced
certain OTR tires, and price is a very important
factor.
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Under-selling was substantial and pervasive
throughout the period. As you will hear from our
witnesses, Chinese tires under-sell domestic
producers' tires by an average of 25 to 40 percent.
According to the staff pre-hearing report, subject
imports under-sold domestic producers in 94 percent of
the comparisons, by margins ranging up to 65 and-a-
half percent.

Such margins dwarf any advantages that
domestic producers might have over Chinese tires, such
as brand recognition, delivery time, and technical
support or service.

Subject imports have suppressed domestic
prices, which have been unable to keep pace with
increases in raw material costs, when examined on a
dollars per pound basis.

Causation is also evident by what has
happened since the preliminary duties were imposed.
After Commerce's affirmative preliminary
determination, one sees for the first time the nature
of what the market would look like under conditions of
fair trade. ©Not surprisingly, imports declined
significantly. Average monthly imports were 49
percent lower by volume in interim 2008 compared to
2007. They were 48 percent lower by value.

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

50

Meanwhile, the domestic industry's
performance has changed course. Production, capacity
utilization, shipments, sales, and market share are
all up dramatically. Workers are benefitting from the
upturn as employment, hours worked, and wages paid all
increased. Equally important, industry profitability
has improved substantially.

The before and after comparisons on these
next two slides make clear that the damage being
suffered by the domestic industry through 2008 was
caused by the dumped and subsidized imports from
China, which when neutralized no longer over-matched
domestic OTR tires on price, permitting recovery in
the domestic industry.

While the record fully supports a finding of
material injury, the domestic certain OTR tire
industry will also be threatened with additional
material injury without relief. As we showed in our
pre-hearing brief, the filing of the petitions had an
almost immediate impact on subject import volumes, and
the subsequent preliminary duties had even greater
effect.

Accordingly, the Commission should,
consistent with the statute, give less weight in
looking at the threat issue to data since the filing
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of the petition. Here, for purposes of projecting
likely import volumes but for the bringing of this
case, we took the subject import volumes for the first
seven months of 2007, and compared them to the
comparable time period of 2006. We then extrapolated
what the likely import trend for full year 2007 would
have been, absent the filing of the petition and for
2008, absent preliminary relief.

You can see that but for the filing of the
petitions and the preliminary relief, the import
trends show sharp growth, which would have further
adversely affected domestic tire producers and the
workers, making the threat of injury in our view
imminent.

Finally, we want to address two issues that
received much attention in the Respondents' pre-
hearing briefs and in the opening statement of
opposing counsel.

First is the issue of availability of
supply. Caterpillar, for example, contends that the
domestic industry's manufacturing capacity has failed
to keep pace with domestic demand. The record
indicates the contrary.

The industry's capacity has substantially
exceeded apparent consumption throughout the period of
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investigation. For wvirtually all part numbers, there
is no delay in availability.

Second, the basic number principles of
supply and demand instruct that where demand greatly
exceeds supplies, prices will increase sharply. If
that had been the situation, one would have expected
domestic prices for certain OTR tires would have kept
pace with increases in raw material costs, and would
have provided for adequate returns. Neither of those
things occurred.

While there may be spikes in demand that
take producers in the U.S. or abroad a certain amount
of time to ramp up to address, the claim of wide
spread shortages is not a fair reflection of market
conditions during the period of investigation.

Moreover, the vast majority of imports from
China during the POI have been the smaller sizes,
where Petitioners and other domestic producers had and
have idle equipment exactly because of the dumped and
subsidized Chinese imports; fully 63 percent of their
imports over the POI.

Respondents have also sought to conflate
reports of shortages of giant mining tires with
availability of certain OTR tires, and have argued
that the domestic like product should be expanded
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beyond the scope to include non-scope, large OTR
mining tires. The issue is, of course, within the
Commission's discretion, and is decided on a case-by-
case, fact-specific basis.

Nonetheless, consistent with the
Commission's long established six factor test, there
is no basis in this case for expanding the like
product. There is a domestic industry that's
producing products that are identical to the tires
covered by the scope. Where that has been the case in
previous investigations, the Commission has generally
declined to expand the like product beyond the scope.

There are also reasonable dividing lines
between certain OTRs and out of scope mining tires.
The latter are substantially larger and, on average,
more than 40 times heavier than the former. The test
has never been the largest in-scope versus the
smallest out of scope.

Most domestic plants producing certain OTR
tires cannot produce the giant mining tires. Those
that do require separate production equipment to
produce them. Only distributors with special
equipment and specially trained personnel handle sales
of giant mining tires in the after-market; while many
giant mining tires are sold directly to end users and
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Finally as the staff report shows, the

average unit value of domestic producers' U.S.

shipments of non-subject OTR construction and mining

tires was more than $15,000 a tire in 2007; compared

to the average unit value of certain OTRs of $267, a

57 times higher amount.

With that, we turn to our first witness,

Morry Taylor of Titan International.

MR. TAYLOR: Thank you,

Chairman, good afternoon.

Terry; Madam

My name is Morry Taylor.

am the Chairman and CEO of Titan International, the

parent company of Titan Tire Corporation.

I am accompanied today by two of our Vice

Presidents, Jeff Vasichek and Paul Hawkins. My

lawyers tell me that you have to decide whether a

domestic industry is being injured by the Chinese

imports.

What is the industry?

that produce the tires that compete directly with the

It's the companies

certain OTRs that have been the subject of the

investigation by the Department of Commerce; and the

companies are the people who work with them, the
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Mr.

I

people behind me, like the workers here with us today.

That's who this case is all about.

You hold their
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livelihood and their families' future in your hands.

I'd like to begin by telling you a little
about Titan's history as a producer of certain OTR
tires. When we started this business, and we had zero
plants. We had zero employees. We built the company
by buying up failed plants sold off by other tire
companies that decided the future was not in certain
OTR tires.

Goodyear, which had been producing farm
tires in Freeport for more than 40 years, had stopped
investing in its Freeport facility because it couldn't
make money competing with Chinese imports. That's why
they sold the plant to us in December of 2005, and
took a write-down of $73 million.

The same was true of Continental and its
plant in Bryan. Because they were intent on exiting
this business, rather than to continue to lose money,
we were able to buy those plants at a good price.

Had we not bought Freeport and Bryan, it is
likely that the jobs in those plants would have either
been shipped overseas or simply disappeared.

Titan has invested significant capital in
our plants, and we have worked closely with our
workers to improve our operation. But we're not
seeing the results on our financial bottom line, as
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you can clearly see from our questionnaire response;
and, in fact, you can also see it in our public
financial statements which are, of course, based on
much more than our certain OTR tire business, in 2004,
when imports from China were significantly smaller in
volume than they have become, Titan International's
operating returns were 6.5 percent of sales.

In 2007, they were less than half of that,
under three percent. Why is this going on? It's
because the Chinese are selling dumped and subsidized
certain OTR tires into our market; the market that is
Titan's base.

Tomorrow, you are going to hear a lot about
Titan's stock price. In fact, you heard some of it
already today, and how Titan's sales have increased,
and how the future is rosy and bright. Those sales
increases largely reflect the fact that we have grown
through acquisition.

While we're pleased that the investment
community has faith in Titan's future, we have no
future without our base market, which helps to cover a
lot of our fixed costs -- certain OTR tires.

Before this case, we and the rest of the
domestic industry had been losing this market to the
Chinese. The financial performance we've seen over
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the last three years in our certain OTR business isn't
viable. 1It's not meeting our cost of capital; and no
company -- I don't care who you are -- can operate for
very long without making its cost of capital.

Now the good news is, that with the filing
of this petition and especially with preliminary
duties that Commerce has imposed, we're seeing things
start to turn around. Customers we have not heard
from in awhile are calling and placing orders.

Our pricing has strengthened. 1In the first
quarter of 2008, our corporate-wide net margins were
about three percent; compared to the net loss we
suffered in 2007. Most important, we've brought
workers who had been laid off by Goodyear back to
Freeport.

All of this has happened as the Chinese
product is priced higher to account for the
preliminary dumping and countervailing duty levels.

At fair prices, Chinese product does not overwhelm the
U.S. produced product on price. Indeed, our workers
who are here today can compete with anyone, so long as
everyone isg playing by the same rule book. All we're
asking from you is fairness, plain and simple.

Now before I close, I'd like to take a few
minutes to respond to some of the arguments and
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comments made by the other side.

I took the time to read through the brief
from our friends at Caterpillar. They talk a lot
about shortages and how the industry can't supply the
market. They've included pages of quotes from me to
support their argument.

Read those quotes carefully. In each and
every case, what I am talking about are the giant
mining tires; the earth mover tires with rim diameters
of 39 inches or more, that we build in Bryan. We've
always acknowledged that because of strong demand in
the mining industry and the lack of existing capacity
in that business, that yes, there have been and
continue to be shortages of large mining tires.

But those tires are not part of this case;
and Titan, and we assume others, are responding to
that increased demand through expansion of capacity.

By contrast, in the agricultural market,
which is part of this case, we've got plenty of
capacity we're not using to produce small front farm
and implement tires.

I know some of you Commissioners who visited
Freeport saw that the production lines on which those
tires are built were not very active. That's because
the Chinese have chased Titan and other producers out
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of that market.

Titan has $400 million of additional
capacity to produce the tires that are subject to this
investigation. If we could get a price that covers
our production cost, we'll produce them. We also have
about $124 million in inventory.

Caterpillar also claims that there are no
significant differences between the giant mining tires
and the other OTR tires with rim diameters under 39
inches. As our pre-hearing brief and questionnaire
and response made clear, there are major differences
in all the criteria that the Commission traditionally
considers; not the least of which is that the mining
tires cannot be produced on the equipment used to
produce the certain OTR tires covered by this case.
That is true for Titan, and we believe for all
domestic producers.

But as an OEM of equipment, Caterpillar
knows that there is a significant difference, as well.
Their very own literature says that 95 percent of the
large radial, earth-moving tires with rim diameters
greater than 39 inches and over are sold directly to
the mining companies and the quarry companies that buy
Caterpillar's equipment; which means they are shipped
to those companies without tires from Caterpillar.
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That's generally not the case for the tires that are
the subject of this case.

Now, it's certainly true that a brand with a
reputation for quality adds value. However, that
value is small compared to the margins of underselling
by Chinese tires.

A 5% brand premium does you little good if
your customer can buy a comparable Chinese tire for
25% less than what you're offering. 1I'd also point
out that Caterpillar itself recognizes tires produced
under names such as Galaxy, Guizhou, Triangle as brand
names all of which are Chinese tires.

I think it's also important to address the
claims made by Super Grip concerning its underground
mining tires. Super Grip claims that it offers a
broader range of underground mining tires than do any
U. S. producers including Titan; and that Titan isn't
interested in producing specialty or short-production-
run tires. That's simply inaccurate.

First, Titan produces a number of different
underground mining tires at the present time. The
second point: Titan is bringing back other tires in
light of the improved pricing after the preliminary
determinations.

By the time we're done in a few months, we
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will be offering a line of underground mining tires
that is broader than the forty-four products listed in
Super Grip's brief. Other domestic companies also
produce these tires. So the notions that mining
people in West Virginia won't be able to buy
replacement tires for their equipment is wrong.

The cases are permitting domestic producers
like Titan to compete for the business. That's just
plain fact. Titan employs 3,000 Americans, including
management employees as well as the people on the
factory floor. Their jobs depend on our ability to
succeed and prosper in our base market in certain OTR
tires. 1It's because of them that we teamed up with
the United Steel Workers to file this case to stop the
injury from the dumped and subsidized imports from
China.

Please think of them when it comes time for
you to make your decision.

Thank you.

MR. VASICHEK: Good afternoon, Commissioners.
My name is Jeff Vasichek. I am Vice President for
Sales and Marketing for Titan Marketing Services, a
part of Titan International.

I joined Titan in January 2006, following
Titan's acquisition of the Goodyear Tire & Rubber
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Company's tire plant in Freeport, Illinois, which
produces off-the-road tires for the agricultural
sector. Prior to joining Titan I'd worked for
Goodyear twenty years.

Mr. Taylor reviewed the harm that Titan has
experienced from the increases in dumped and
subsidized imports of certain OTR tires from China.
I'd like to provide some more specific examples of the
harm we have experienced from increased Chinese
imports.

Let me begin with three observations: First,
a large majority of the certain OTR tire market
consists of bias tires. We estimate that bias tires
account for between 65% and 70% of the market overall.
This is also where most of the imports coming in from
China are concentrated, although an increasing
percentage consists of radial tires.

Second, the large majority of Chinese tires
are smaller-sized agricultural forestry and
construction industrial tires. The public prehearing
staff report shows that 60% of imports of U. S.
shipments of Chinese OTR tires, by quantity, were the
smaller-sized OTR tires.

Third, an increasing share of Chinese
certain OTR tires are going into the agricultural
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sector, going from 30% in 2005 by volume to more than
40% in 2007. While Titan sells in all parts of the
certain OTR tire market, the agricultural segment is
the largest for Titan. Demand in this market has
been, and remains strong, but our financial
performance has not benefitted from the strong demand
because of the pricing pressures from Chinese tires.

We provided in our questionnaire response
several comparisons of the profitability from our
sales of bias and radial tires. First, we compared
the average prices and standard costs for each of the
tires that corresponded to the nine products in the
pricing section of the questionnaire and for our top
fifty radial tires.

This information is also presented in the
confidential Exhibit 8 of our prehearing brief. What
you see is continued downward pressure on our margins
for bias tires, which decline each year, while radial
tires react more to overall volume.

Next, we pulled up the same kind of price
and cost data for 384 Titan OTR tires for the period

2005 through 2007, which counted for about 12% of

63

Titan's net sales in 2007. The results show a rapidly

worsening situation for our bias tire business.
From two tires selling below cost in 2005,
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the situation seriously worsened in 2006 and 2007 to
80 models from more than 160 models, respectively.

Not surprisingly, we also saw a huge contraction in
the average margin between price and cost for all 384
products.

These results are representative of Titan's
experience in selling bias and radial OTR tires in
competition with the dumped and subsidized tires from
China during this period. The market conditions for
bias and radial OTR tires that are sold into the same
sectors are not radically different if overall demand
in agriculture is strong, and is comparably strong for
both bias and radial.

Further, the raw material cost for these
tires are very comparable; the principle inputs,
natural and synthetic rubber, carbon black, oil and
chemicals are the same.

As a public Staff makes clear, raw material
costs have increased substantially, yet that did not
prevent us from making better margins on our radial
tires. The only significant difference between the
markets for radial and bias tires is the much larger
presence of Chinese bias OTR tires.

We're still at the relatively early stages
of import penetration of the radial portion of certain
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OTR tires. The difference has meant a better ability
if Titan were to obtain reasonable prices on radial
versus bias tires. Where there's a greatest presence
of Chinese imports, we're finding the greatest margin
pressure in loss volume.

Thank you.

MR. ALLEN: Good afternoon. My name is Ken
Allen. I am the Vice President of Firestone
Agricultural Tire, a division of Bridgestone-Firestone
North American Tire LLC, which I will refer to as
BENT.

I joined Firestone in 2001. I have over 27
years of experience with the types of tires at issue.
BFNT produces tires covered by this investigation of
plants located in the Des Moines, Iowa and
Bloomington, Illinois.

We employ approximately 2,000 workers at
these two plants. We produce the full range of the
certain OTR tires covered by the petition, including
forklift truck tires and underground mining tires.

Our Des Moines plant is one of the largest
agricultural tire plants in the world. It is
dedicated 100% to agriculture, forestry and industrial
tires.

The years 2005 to 2007 should have been
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outstanding for our operations on certain OTR tires.
Demand for OTR tires has been very strong since 2005
due to rising farm income, and increasing commodity
prices for corn, soybeans, wheat, oil, copper, iron,
gold and silver. Thus, we should have been increasing
production and employment, and enjoying above-average
profits on certain OTR tires during this period of
strong demand.

Our industry must achieve above-average
profits at cyclical peaks because we will surely have
below-average profits or suffer loses during down
turns. BFNT, however, did not enjoy increasing sales
of certain OTR tires, or even average profits during
this period of strong demand. Instead, we experienced
declining sales in production and anemic profits in a
growing U. S. market.

The primary reason for this poor performance
is the adverse impact of unfairly priced imports from
China. The Chinese producers penetrated our market by
targeting the highest volume tires that were our bread
and butter. They did not penetrate the market by
offering new- and better designs. Instead, they
offered comparable tires that undersold our tires by
30% to 50%.

Chinese manufacturers copies both our tire
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designs and our marketing materials in order to take
advantage of Firestone's reputation in the market.
Slide 2 shows our traction field and rote standard
bias tires. Slide 3 is a U. S. dealer price sheet
offering a Chinese tire that it says looks like
Firestone's traction field and road.

Slide 4 is a large distributor's data sheet,
which identifies the Firestone Traction Field and Road
as a comparative brand. The data sheet also copied
our marketing materials word for word in describing
the tire's features.

I totally reject the claim that imports from
China were drawn into the market by a shortage. BFNT,
at all times, had ample capacity to make the wvery
types of tires that were targeted by the Chinese
producers. If these tires had been in short supply,
then the Chinese would have charged a premium to enter
our market, not 50% lower prices.

I also totally reject the claim by our
opponents that we voluntarily shifted production away
from small bias tires to larger radial tires. BNFT
was forced to cut production of many of our high-
volume tire models because we could not meet the low
Chinese prices. Biased tires comprise a large
majority of the market of certain OTR tires, and that
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is not likely to change.

Slide 5 shows a small tractor that is
appropriately equipped with rear- and front bias
tires, pulling an implement with bias tires. Slide 6
shows a large-production farm tractor towing
agricultural implements. The tractor has eight
radials. The physical attribute of radial tires, for
example, is superior traction, making them a good
choice for the tractor.

The farm implement that you see in that
photograph has 20 small-biased tires. Biased tires
serve the application. So the market for biased tires
if huge and it's not going away. But we lost a very
large chunk of that market to subject imports. That
forced us to significantly curtail our production.

The unfairly low prices from China also prevented us
from raising prices enough to cover our rapidly
increasing cost of production.

From January 2004 to December 2007, we
experienced a 67% increase in raw materials, and a 43%
increase in energy costs. Our costs for raw materials
like natural rubber and for energy are now at all-time
record levels. Although BNFT sources its raw
materials globally and can leverage its buying power
to obtain the lowest price available, we have seen
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Chinese copies of our tires that are being sold for
less than our cost of manufacturing.

We were able to raise prices to offset our
increasing costs. The price increases were slow and
low. It took a long time to get any increase at all,
and when we did, the increase was relatively small.
When we tried to explain to our customers that these
increases were imperative giving rising input costs,
they typically responded that they were not seeing the
price of imports from China go up.

Prior to the filing of this case, we
couldn't meet the low Chinese prices by making tires
at our facilities in the United States, so we explored
the possibility of obtaining from China the large
volume bread and butter items that I mentioned
earlier. This would result in a substantial
contraction of our domestic production and would
effectively write off a significant part of the
investment in our operations.

Since the filing of the petition in June of
last year, our performance has improved considerably.
With imports from China receding from the market, our
sales volume went up and we were able to obtain some
sorely needed price relief. And our customers have
been much more willing to accept price increases
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needed to cover our rising cots.

If this period of relief is short lived,
however, we will have no choice but to seriously
consider outsourcing our large volume bread-and-butter
products because those products cannot be made here at
prices competitive with those previously offered by
Chinese suppliers.

Thank you.

MR. RASEY: Madame Chairman, Commissioners,
my name is Shawn Rasey. I am the Vice President of
North America for Bridgestone Firestone Off-Road Tire.
I have been employed by BFNT since 1992, and I have
worked in the off-road construction mining industry
for 28 years.

BFNT's OTR division manufacturers and sells
tires for construction and mining applications. BFNT
manufactures these certain OTR tires primarily at a
facility in Bloomington, Illinois. We are one of the
two largest manufacturing employers in the
Bloomington-Normal area, which is located in central
Illinois.

Roughly 65% of our production in Bloomington
consists of certain OTR tires, as defined in the scope
of the investigation. The remainder are giant earth-
moving tires with a rim diameter of 39 inches, and
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greater that are excluded from the scope. Most of the
OTR tires that we make in the United States have a rim
diameter of 25 inches or smaller. That's the segment
where we face the most intense competition from
construction- and mining tires from China.

I agree with Titan that earth-moving tires,
with a rim diameter of 39 inches or larger, are not
like earth-moving tires with a rim diameter of 39
inches or less.

Slide 7 shows me next to one of these
excluded tires. There is a quantum leap from the
level of investment in technological expertise needed
to make certain OTR tires to what is needed to make a
giant earth-moving tire. Building the giant tires
require much more technical know how and substantial
investment in much larger equipment.

For example, only two of the eight types of
tire-building machines at our Bloomington plant can
make tires having rim diameters of 39 inches or
larger. While tires under 39 inches are typically
cured in conventional curing presses, tire 39 inches
and larger are more commonly cured in pot heaters.

These investments and technological barriers
are why there are only four domestic producers of
giant earth-moving tires, and also why you don't see
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any significant volume of Chinese imports of giant-
earth moving tires. The demand from the mining sector
was extremely strong and growing from 2005 to 2007.

We were at the top of our demand cycle, a
time when we should have been enjoying record sales,
production, prices and profits across the full
spectrum of our mining- and construction tire
products. Notwithstanding strong demand, we performed
poorly during this period on tires that are the
subject in this case.

There is only one reason for this poor
performance during a time of ideal demand conditions.
Imports of these tires from China were priced at
unbelievably low prices across the board. We
performed much better on the larger earth-moving tires
where we did not face unfairly subsidized competition
from China.

Even before this petition was filed, BNFT
had hard evidence that we were losing sales to
unfairly priced imports from China. In April of 2007,
we asked twelve of our key dealers whether they
purchased imports from China rather than the
equivalent-sized Bridgestone or Firestone products due
to price competitiveness by the Chinese imports.

As you will see on Slide 8, all twelve
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indicated that they had done so. As shown on Slide 9,
they shifted from our product to Chinese products due
to prices for both bias and radial tires.

We also asked them: How big a difference
there was in the price of the tires that they were
buying from us and the imported Chinese tires that
they were purchasing? As you can see from Slide 10,
they reported very large price differences. Our price
competitiveness with other major domestic and off-
shore tire manufacturers was in a much tighter band.

The low-priced Chinese imports also forced
us to suffer lower prices on our remaining sales. We
have faced unprecedented increases in raw materials
and energy costs since 2004. We watched in disbelief,
however, as imports from China were priced in a manner
that bore no relation to the global prices for rubber
and energy.

This aggressive pricing was also not
affected by the weakening of the dollar and an
explosive rise in ocean transportation costs, both of
which should have given us a decided competitive
advantage versus imports from China, and versus other
imports from other countries as well.

China's insatiable appetite for natural
rubber significantly contributed to pushing pricing
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for natural rubber to record levels. This is shown on
Slide 11. Slide 12 shows a 40% increase in our raw
material costs from January 2005 to March 2008.

While manufacturers here in the United
States have been forced to either absorb or pass these
raw-material increases to American consumers, our
Chinese competitors were receiving subsidizes to lower
their costs of rubber. For me, I cannot imagine a
better example of unfair.

The imposition of preliminary duties has
significantly improved our business. We reported in
our questionnaire response that our profitability on
certain construction product lines suffered
significantly due to low-priced imports from China.

Up until the time that the preliminary
duties were imposed, we had large inventories of these
products. When the duties were imposed, we received
an influx of new orders for these tires. As a result,
only six months later our inventories of these tires
have been worked down to zero.

I strongly disagree with the other side's
claims that imports of certain OTR tires were drawn to
this U.S. market due to shortages. They were pushed
into this market due to low prices. Yes, there were
shortages of giant earth-moving tires but, as admitted
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by the Chinese producers, there are virtually no
imports of those tires from China.

And, yes, there had been some tight supply
situations where a relatively small number of tire
models that are within the scope of this case. But
those tight-supply situations have generally been for
radial tires with a rim diameter over 25 inches.

The imports, on the other hand, are
substantially all 25 inches and smaller. Your data
indicate that 80% of Chinese mining- and construction
tires are less than 24 inches. These are the tires
for which we have the greatest excess capacity at both
Bloomington and Des Moines.

In conclusion, if we receive relief from
unfair trade, we would seriously consider adding
people and investing more money in this business. If
we do not receive such relief, we will not be able to
do either of these things.

Instead, we would be forced to consider
outsourcing a significant segment of this business to
offshore manufacturers. This would inevitably lead to
laying off highly skilled and loyal workers here in
the United States. That would be a crushing blow to
our domestic manufacturing base.

Please help us keep production of these jobs
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in Illinois. Thank you.

MR. IVY: Good afternoon, Madame Chairman
and Commissioners. My name is Joe Ivy. I am the
Director of Manufacturing at BFNT's plant in Des
Moines, Iowa. I have worked for BFNT since 1996.

Today, I want to emphasize three points from
the Des Moines's plant manufacturing perspective.
First, the successful operation of our plant is highly
dependent on our sales of bias tires. In fact, over
80% of the tires that we make are bias tires, not
radial. Over 70% of our tire-building machines, and
about 60% of our curing presses, are dedicated solely
to bias-tire production.

If we don't have sufficient orders for bias
tires, this equipment sits idle and it cannot be used
to make other types of tires. Your Staff saw this
idle equipment when they wvisited us last July.

Second, prior to the initiation of these
investigations, we had made substantial investments in
bias-tire building equipment to reduce our labor and
material costs in an attempt to meet the low prices of
Chinese imports. Our investments were successful in
driving down production costs, but the Chinese prices
continued to undercut us by large margins.

Third, as a result of lost sales of Chinese
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tires, we had substantial excess capacity to make bias
tires during the periods of these investigations. We
had numerous tire-building machines and curing presses
that could not be used.

In addition, due to lack of orders and
increasing inventories, we had to shut down the entire
plant for fourteen days in 2006 and six days in 2007.
In addition, we shut down bias production for six more
days in 2007. This situation has improved since
Chinese imports began to back off from the market with
the filing of this petition and the imposition of
preliminary duties.

We are now increasing production and
employment to make the types of tires that the Chinese
targeted with their low prices. For these reasons,
the other side's arguments that we have voluntarily
shifted to large tires and to radial tires is flat
wrong.

We were forced to sharply reduce our
production of biased tires and to idle equipment used
to make those tires. This left a huge hole in our
plant that we are now starting to f£ill with the
preliminary duties in place.

Thank you.

MR. MATEER: Madame Chairman, Commissioners,
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good afternoon. I am Don Matter the III, President
and Chief Executive Officer of Specialty Tires of
America, Inc., and also Polymer Enterprises, Inc., the
parent company of Specialty Tires.

I have just completed my twentieth year
working for the company. Specialty Tires of America
is considered by government regulations to be a small
business employing approximately 730 workers in the
states of Pennsylvania and Tennessee. Our name says
it all. We manufacture tire products having
specialized applications, normally in short or limited
production runs. Our product line-up includes certain
OTR tires used in the industrial, construction,
agricultural and mining industries, and all of
Specialty's tire products are manufactured in our two
American tire plants.

Specialty Tire has been producing tires
since 1915, and the company's emphasis is on the
domestic bias replacement tire business. Our farm OTR
tires are marketed under the American Farmer brand
name. We also produce off-road tires for dock cranes,
front-end loaders, earth movers, and the like, under
the American Contractor brand.

We also produced a full line of underground
mining tires as well as pneumatic fork-1lift tires.
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Our factory in Tennessee is the newest factory in the
United States built to produce bias tires and geared
to the production of certain OTR and specialty tires.
The plant began production in 1997.

If we had to make that decision today, we
would very likely decide not to build the Tennessee
plant because imports of dumped and subsidized tires
are destroying the market. Specialty Tires has felt
first hand the impact of increased imports of OTR
tires from China.

On average, Chinese tires undersell our
prices by 30%. The pricing pressure from Chinese
imports has prevented our company from being able to
fully recover the rapidly rising costs of raw
materials.

Not long ago the price of natural rubber was
$.42 a pound. Your public preheating report says that
it's now $1.42 per pound. In fact, today, it's $1.48
per pound. We have experienced similar cost increases
in the other major components of our tires, including
synthetic rubber, steel bead wire, carbon black,
fabric and processing oils.

Our inability to pass on cost increases in
certain OTR tires contrasts with our experience with
other types of tires that we make that do not compete
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with Chinese OTR tires, such as high-performance race-
car tires and tires serving the antique and
collectible car markets.

In those markets, not only can we recover
our increases in raw materials costs, but we also are
generating much better operating returns than we do
from our certain OTR tire sales. Having said that, we
have seen a definite improvement in the certain OTR
tire market since the Commerce Department imposed
preliminary duties.

In 2008, we have seen both growth in our
sales of these tires and also improved margins; and,
overall, our certain OTR tire business has improved
40% in the first six months of this year compared to
the first half of 2007.

Now, I attribute all of this improvement
directly to the corrective affect of the preliminary
duties that importers are now required to post on
imported tires from China.

Specialty Tire recently announced that it
was starting production of rear-agricultural R-1 bias
tires; and we're producing 10 of the 25 different
sizes that we will ultimately offer. Business is
brisk because of strong demand in the farm sector.

The imposition of the preliminary duties,
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and their affect on prices, made this a feasible
business decision. I strongly doubt that we could
have justified moving ahead with this investment but
for the relief from dumped and subsidized imports that
we're experiencing.

If the duties are removed and final orders
are not imposed, we would have to seriously reconsider
continuing this product line because of the pricing
pressures from Chinese tires that would most certainly
return.

In closing, I'd like to comment briefly on
the submissions made by Super Grip and Trelleborg.
Super Grip says they offer a much broader line of
underground mining tires than do any U. S. producers,
and they included a chart comparing their 44 different
tire models to 12 of ours.

We currently produce 36 of the afore-
mentioned underground mining tire models, and have
molds and equipment for production of additional tire
models if needed. Our line-up is at least 44 models,
not 12. Similarly, Trelleborg says that Carlisle is
the only U. S. producer of fork-1lift tires. That is
factually incorrect.

As I mentioned at the outset, we also
produce fork-1lift tires and would be most happy to
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produce more if we get orders and can earn a
reasonable return.

Thank you for your time.

MR. HOOVER: Good afternoon, Chairman
Aranoff, Vice Chairman Pearson, and members of the
Commission. My name is Ron Hoover. I am the
Executive Vice President for the Rubber and Plastics
Industry Conference of the United Steel Paper &
Forestry Rubber Manufacturing, Energy, Allied
Industrial and Service Workers International Union.

Specifically, the USW represents the workers
employed in the plants of four of the seven domestic
producers who comprise the certain OTR tire industry:
Titan Tire Corporation in Des Moines, Iowa, Freeport,
Illinois and Bryan, Ohio; Bridgestone-Firestone in Des
Moines, Iowa, and Bloomington, Illinois; and Goodyear
Tire & Rubber Company in Topeka, Kansas, and Denman
Tires in Leavittsburg, Ohio.

Let me add here that our International
President, Leo Gerard, sends his heartfelt greetings
and regrets at being unable to testify in person. He
also sends his best wishes to the workers sitting in
the hearing room today. And I'd ask those workers to
please stand to be recognized. Thank you.

The USW strongly supports these cases on

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

83
certain OTR tires from China. Imports from China have
increased rapidly over recent years and have entered
at prices far below U. S. producers' OTR prices.
Consequently, even though the markets into which
certain OTR tires are sold have seen strong demand
during this period, domestic producers, and
consequently, our members, have not been able to
benefit from the strong demand.

Instead of seeing increasing employment,
employment in the industry declined by more than 5%
between 2005 and 2007. Compare that to other sectors
that produce equipment that use certain OTR tires.
Employment in construction machinery and manufacturing
increased 9.2% between 2005 and 2006.

In mining and oil and gas machinery
manufacturing, employment increased 20%. That the
certain OTR tire industry did not see a comparable
increase in employment is additional evidence of the
harm caused by dumped and subsidized Chinese OTR
tires.

Workers in this industry are highly skilled.
You just can't hang a help-wanted sign outside the
factory door when you need to hire someone to operate
a Banbury mixer, a tire assembly machine, or a curing
press. It takes a lot of skill and years of training
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to produce a large agricultural tire or a construction
or industrial tire.

So the jobs that have been lost in this
industry are high-skilled jobs. 1In Freeport,
Illinois, we have a large number of workers who are on
what we call a recall list. That means if Freeport
needs to hire more workers, there is a list of folks
who have the necessary training and skills, and who
are available to come back. That is a lot of
underutilized labor that won't show up in any of your
data, but it's definitely out there.

And the flood of imports from China has
prevented these workers from coming back to work over
the last three years in what, in all other respects,
is a strong market.

On a happier note, since the Commerce
Department issued its preliminary dumping and
countervailing determinations in these cases, and
started requiring duty deposits, employment is up in
the industry as a whole in the first quarter of 2008
compared to the same period in 2007. Some of our
members on that recall list have in fact been called
back to work in Freeport, producing certain OTR tires.

Employment is also up at Titan's Des Moines,
Iowa plant. At the end of 2006, Des Moines had 461
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USW members working. In May of this year, that number
is up to 532. If you want positive proof of a
connection between dumped and subsidized Chinese OTR
tires and injury to the domestic industry, it seems to
me you have proof right there when the preliminary
duties have helped neutralize the dumping and
subsidization.

Our members need relief from the dumped and
subsidized Chinese imports of certain OTR tires. We
ask you to see that our members receive the relief
promised by our laws.

And I want to thank you for your attention.

MR. LESLIE: Good afternoon. I'm Tracy
Leslie, Executive Vice President of Michigan Tire
Distributors Inc., and President of Leslie Tire
Service Inc. Michigan Tire Distributors is a
wholesale division of Leslie Tire Service, which was
started by my father in 1964. I purchased the
business in 1977. I have owned the company ever
since.

Leslie Tire has four locations that sell OTR
tires directly to the end user. Michigan Tire
Distributors, created in 2001, sells OTR tires to
dealers throughout southwest Michigan, Indiana and
Ohio.
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Imports of Chinese OTR tires covered by
these investigations are having a negative impact on
the U. S. producers of certain OTR tires. Over the
last few years, imports of certain OTR tires from
China have increased by my estimate by at least 50%.
This increase in imports from China has occurred
largely at the expense of domestic certain OTR tire
industry. I'm selling fewer U.S.-produced OTR tires
than I used to.

My company offers Chinese OTR tires such as
GPX, in order to remain competitive with other dealers
even though my preference is to sell American-made
tires. Every week I receive flyers from other OTR
wholesalers offering special prices on Chinese OTR
tires.

Most of the Chinese OTR tires that are
coming into the market are bias, agricultural,
construction and industrial tires; and a large part of
my market consists of bias tires. There are also
Chinese radial tires coming in. There does not yet
appear to be as significant a presence as there is in
bias-ply tires. It should come as no surprise then
that bias-ply OTR tire prices are under significantly
greater pricing pressure than radial OTR tire prices.

Many customers buy OTR tires based solely on
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price, particularly in the agricultural after market
where the typical end user is a farmer with a few
hundred acres to plow. Such customers compare the
various tire sizes available and purchase the least
expensive tire, which is almost always a Chinese tire.
The difference in price is so large that they
overwhelm other factors such as perceived quality.

I understand that the Commission's
preliminary determination mentions reports of
shortages of domestic OTR tires. That has not been my
experience for the vast majority of domestic tires
that compete with the Chinese imports. Any issues
with supply have been rare and generally resolved
quickly.

For example, someone might refer to a
shortage and the reality is that it took two to three
days, rather than a couple of hours to locate a
particular tire. These situations are uncommon and
for the most part there are plenty of OTR tires
available where we operate.

In closing, I hope you won't let happen to
the domestic certain OTR tire producers what happened
to the domestic producers of mobile home tires. Low
priced imports drove those U. S. producers out of the
market.
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Thank you.

MR. MONTHEI: Good afternoon. I'm Kelly
Monthei, Owner and General Manager of Graham Tire in
Worthington, Minnesota, which is one of the largest
independently owned tire dealership groups in the
United States.

Graham Tire has 25 retail locations in four
states: Iowa, Minnesota, Nebraska and South Dakota.

We are also a wholesale distributor of OTR tires,
supplying tires to more than a thousand dealers
throughout the midwest.

I have witnessed a large increase in imports
from the Chinese certain OTR tires over the last few
years. Imports of Chinese certain OTR tires have had,
and continue to have, a direct negative impact on U.
S. producers of OTR tires.

Graham Tires started buying Chinese tires
about six years ago in order to remain competitive
with other dealers and wholesalers. The tire business
is highly competitive. If a farmer stops buying his
farm tires from me and starts buying from another
dealer offering cheaper Chinese tires, the chances are
good that he'll also buy his truck tires and car tires
from the same dealer. So I can't afford not to be
competitive across the board, including certain OTR
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tires.

Chinese certain OTR tires are priced
substantially below the U. S. produced tires. For
customers who buy primarily on the basis of price,
which many do, U. S.-produced certain OTR tires simply
cannot compete with such low prices.

After Commerce's preliminary determinations,
I have noticed a significant change in the market.
Prices of Chinese certain OTR tires have increased
significantly, and many Chinese suppliers have a
smaller presence in the U. S., and we're selling more
domestic tires. So the preliminary duties are making
a real difference.

My understanding is that the large earth-
moving tires, with a rim diameter of 39 inches or
greater, are not covered in the scope of this
investigation. In my view, there are a number of
important differences such large earth-mover tires
have versus the products covered by the investigation.

We sell these large mining tires but only in
the few locations that have specialized equipment
needed to handle them, and where our employees have
specialized training. The complexity of replacing
these large mining tires can be seen in the difference
in time it takes to change it over: Up to two to three
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days to change six of these large tires versus two to
three hours to change all of them on a tractor.

Our customers also view them differently.
The large mining tires can cost as much as $50,000 to
$80,000 each. Consequently, the mining companies have
purchased these tires and are much more concerned
about warranty and coverage and service than the
farmer buying a $500 front tire. Mining companies can
lose huge sums if the trucks are out of commission due
to a worn out tire. Finally, large mining tires are
simply not interchangeable with any of the Chinese OTR
tires you are investigating. Thank you.

MR. STEWART: Madam Chairman, that concludes
our direct presentation.

CHATRMAN ARANOFF: Thank you, very much, and
thank you to everyone on this afternoon's panel for
taking the time away from your businesses to be with
us today. I want to also recognize all of the
workers, who joined us today. Thank you for coming to
see how we conduct our proceedings in this case. We
appreciate that you made the trip to join us. And, in
particular, I want to send our greetings to Mr.
Gerard. We understand why he was unable to be here
today and our thoughts are with him.

With that, I will turn it over to Commission
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Okun to begin the questioning.

COMMISSIONER OKUN: Thank you, Madam
Chairman, and I join the Chairman in welcoming all of
you here today. I appreciate such a large number
joining us to tell us about your business. I, also,
join the Chairman's remarks earlier expressing the
Commission's appreciation for your flexibility in
accommodating the scheduling for today's hearings.
And I would also like to greet the workers, who have
joined us today. I hope you find it to be an
informative process. Having had the opportunity to
tour one of Mr. Taylor's plants in Freeport, I would
know Mr. Hoover's remarks about the skill and training
involved. I didn't know how tires were made until I
went there and I can now know the difference between a
bias and a radial. I understand what goes into it.
But, I, also, did find watching the process, how much
skill and training was involved with that, to be a
fascinating process. So, I appreciate you being here.
And, Mr. Taylor, I appreciate the Riley brothers and
the others at your plant, who gave us a very
informative tour while we were there.

Let me begin with the question -- I know
that each of you today have taken strong exception to
the view that there were shortages in the market.
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But, I do want to go back and ask some specific
guestions about that. And I would note that I can't
see all of your names. We have a sheet up here with
your names on it. In responding, if you can just
restate your name, just to make sure that I know who
is talking and also for the court reporter, that would
be helpful, as well.

In the staff report, the public staff report
in Chapter II, III, there are a large number of
producers in this particular -- a large number of
purchasers in this case, 22 out of 50, who reported
having a difficult time of taming the subject product
during the period of investigation. And, again, they
were looking -- they were asked specifically about
subject tires and I'm not now talking about anything
that might be argued as a separate like product, the
large mining tires. But, they were asked to comment
specifically on that. And the other thing the staff
report that I noted was that three of the seven U.S.
producers had acknowledged that they had refused to --
were unable to supply tires during this period. So, I
would like to just go back to each of you -- I know
you had a little bit of an opportunity to talk about
it in your remarks, but if you could expand for me on
how you see the market, if you did have difficult in
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supplying product, if you can talk a little bit more
about that and, then, obviously, for post-hearing, to
counsel, to make sure that if there is any
documentation available that helps us better
understand what particular products were involved and
what period.

And I'll just start, Mr. Taylor, on the
front row with you. But, take both from the producers
that are here and then also from the distributors,
because I think each of you -- or at least one of you
commented on availability, as well. Mr. Taylor?

MR. TAYLOR: Well, I think that the tires
you're talking about happen to be in what we would
call the construction 25-inch radials and that covers
the scope of the time of the years. Up until August
of 2006, Titan was not in that business. Those are
out of the Bryan, Ohio plant. And our largest
customer happens to be John Deere. And the Bryan,
Ohio plant, at that time, was owned by Continental,
which is a German company. And they sold an awful lot
of their product through a holding company and they
would also export it all over the world.

When we acquired the facility on August 1,
2006, the first thing that we did was John Deere was
in need and we made a contract with John Deere. And
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that's publicly acknowledged and we took care of
supplying Deere. Then what else we did, at that time,
is we took those tires, the production, and we started
to supply our own distributors. So, what you have is
a lot of times in this market, you might have a lot of
distributors and at this period of time, Michelin, and
I believe there were some other companies, were
shipping product into the U.S. and they stopped
shipping in. So, you had a number of months problem
of being able to supply that. To increase that, we
actually went up to our Freeport plant that you were
in and we realized that we had this production
equipment there that with some modification, we could
make the 25-inch radial steel-belted tires there. And
we invested millions of dollars and got into that
business up there and we're filling all the orders we
could get. And then since then, they've come in from
China. And, of course, while you were up there, you
should have seen equipment that was not run, because
it's an oversupply at this stage of the game today.

COMMISSIONER OKUN: Okay. I may have some
thoughts on that, but let me go to Mr. Allen.

MR. ALLEN: I think the fact that there were
shortages is grossly overstated. Our discussion with
our dealer counsel during the period was very strictly
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related to the price issue. And if there were indeed
spot shortages, some of them may have occurred, in
many cases, due to our inability to compete. We did
have, in fact, additional capacity and through most of
the period, we were drawing inventory.

COMMISSIONER OKUN: Okay. Mr. Mateer? Oh,
yes. Put your microphone on, please.

MR. MATEER: Thank you. A few comments.
First of all, as I remarked, we built a new tire plant
in 1997 and I was dedicated to Speciality, including
certain off-the-road tires. That includes rim
diameters or rim sizes are diameters that are 25 inch
and under. We manufacture zero radial tires in some
of the construction and agricultural markets that the
other gentlemen have addressed. So, again, it's all
bias. It's all replacement. It's 25-inch big
diameter rim sizes or under.

I am appalled to find out that there are
accusations of shortages, because since we introduced
the off-the-road product line into that production
facility in Tennessee in 1999, we have virtually
scraped to find business, operating the plant
typically about 50 percent utilization. So, I think
from that standpoint, we are ready, willing, and able
to provide product. And the plant was constructed in
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a modular fashion, which means that we have a second
concrete pouring, which would house a Banbury, in the
event that we needed to mix more rubber. In addition
to that, we have the capability in a modular fashion,
expanding that Tennessee facility by putting in more
tire building capability and more curing press
capability should the demand require it. We simply
haven't had the need. It was more of a necessity on
our part to expand that facility. We weren't able to
fully satisfy the existing capacity we've had since we
put that plant in operation over 10 years ago.

COMMISSIONER OKUN: Others back there? Mr.
Leslie, did you comment on this?

MR. LESLIE: Yes, I agree with Mr. Mateer.
The distributors or wholesalers that come up with the
shortages issue is simply not true. The only shortage
of the issue was the price on the tires. That was
that you could find tires. Absolutely, we were one of
the dealers that went to Mr. Mateer to try to compete
with the Chinese tires, give us a little bit of
relief, but not enough to where you could confidently
think that you were going to keep a customer in your
business, because the dealer down the street, if they
had one or two of the Chinese brand tires, you were
going to lose the customer just because of price.
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Even though we've been in business 30 years, the
service couldn't outweigh the price.

COMMISSIONER OKUN: Okay. Mr. Monthei, did
you have anything on that particular point?

MR. MONTHEI: I guess, you know, with us, we
started buying the Chinese products to compete because
of the price difference. And about six years ago, it
came up where we couldn't compete in like terra tires
and farm tires and we had to start buying the products
to be competitive. But, we haven't had a shortage
problem. We've been able to get the products when we
needed them and take care of our customers. So, it's
always been on price.

COMMISSIONER OKUN: Okay. Yes? Someone
else -- two other people with their hands up back
there, go ahead.

MR. HAWKINS: My name is Paul Hawkins. I
work for Titan Tire and I was in charge of the Bryan,
Ohio facility at the time Mr. Taylor referenced when
it was owned by Continental. And I think one of the
things you need to understand is that part of the OTR
business is very cyclical. Towards the end of 2003
and 2004, we were at a cyclical bottom and what you
have to do in that situation is you have to
dramatically reduce your inventory and your capacity
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to produce. And that's what we were basically doing
all through 2003 and into 2004.

At that point, the market turned and when it
did turn, we were in a situation of very low inventory
and very low production capacity. So, we were
building up our production capacity into 2005, which
is the beginning of the period of interest, I guess.
And at that point, we were short of some inventory.
There were some shortages. But, as we built up
capacity and we got back to our old production levels,
we pretty much were able to f£ill all of that.

COMMISSIONER OKUN: Okay. There was a
guestion from me about reported capacity utilization;
but my red light is on, so let me come back to that on

another round. I appreciate all of those responses.

Thank you.

CHAIRMAN ARANOFF: Thank you. Commissioner
Lane?

COMMISSIONER LANE: Thank you. I, too,
welcome everyone to this panel. I especially welcome

the workers within the audience.

Mr. Taylor, I, unfortunately, was not able
to tour your facility and I would have liked to have.
And so in order to make up for my neglect of you, I
will focus most of my questions on you. Is that fair
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enough?

MR. TAYLOR: That's fair enough,
Commissioner.

COMMISSIONER LANE: Okay. I am especially
interested in the allegations in the Super Grip brief
relating to the tires that Super Grip makes for the
mining industry and that the ability of Super Grip to
make tires for the mining industry that are within
scope and the ability of Super Grip to make those
tires in small runs of up to 700 tires, which Super
Grip, as I understand it, i1s saying that the larger
manufacturers cannot do and are not doing and are not
supplying to the mining industry. And then I read in
the brief that because of the duties that have been
placed on its tires, it has stopped importing those
tires from China. And so, I am assuming, then, that
somebody has to be filling that void to the mining
industry. And as I understood your testimony, you
said that Titan can make those tires. Are you making
those tires right now in the same specifications that
Titan -- I mean, that Super Grip was doing?

MR. TAYLOR: Well, before Super Grip, we
made the tires. And not only ourselves, but you heard
Mr. Mateer, they make them. There is also a company
called Carlisle in Clinton, Tennessee that Titan used
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to own and we sold it to them and they make them.
When we acquired the Continental general plant in
Bryan, Bryan had shipped the molds over to our
offshore Continental plant, to try to reduce the
pricing, because Super Grip was bringing them in from
China at, you know, 30 to 40 points less than where
we're at. So, you look and that's the only reason why
we got out of it. We have the wheel plant in
Saltville, Virginia, because we are the only company
in the world, who make both the wheel and the tire.
And so, in reference to the mining industry, we make
the wheels. And when you look at Appalachian Tire,
who is probably the largest distributor of them, Walt
Dial, he doesn't want to buy the Chinese, I don't
believe, but the price difference is so large, he has
no choice. Once you have a little bit of levelness,
fairness, then we're in it big time, because now we
not only have the wheel, we have the tire, and that's
what we try to do. So, there's no shortage of that.

COMMISSIONER LANE: So, when Super Grip says
that it is selling its tires higher than the domestic
product, is that wrong?

MR. TAYLOR: Yes. I haven't run into it and
I have Mr. Vasichek, who is the head of all of our
sales and marketing. But, I've never seen a situation
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where someone would pay more for a Chinese tire than
they will for a tire from us. So, I don't believe
it's right.

COMMISSIONER LANE: Okay. Mr. Rasey, were
you raising your hand?

MR. RASEY: Yes. Commissioner Lane, to add
to what Mr. Taylor is commenting on, we will, by the
way, present some post-hearing brief material on some
actual inaccuracies that we found in the pre-hearing
brief presented by Super Grip. But, generally
speaking, we could also say that we're actively
involved with the mining industry in West Virginia,
both the surface mines, as well as the underground
mines. And Bridgestone-Firestone, also, has a product
line currently available. It covers most of the high
volume items that are demanded by the underground
mining equipment and, certainly, the Chinese products
are much lower priced than our products in those
applications. I could also say that there are a
number of cases where we did find some specific
allegations brought forward by Super Grip that there
was no replacements for certain tires that they
produce. And, again, there are some factual
inaccuracies there. We have some specific instances,
again, that we'll share with the Commission relevant
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to that, as well.

And finally, I think from our perspective,
based on what Mr. Mateer has testified to already and
what Mr. Taylor has testified to relevant to their
ability, we, also, have that ability with any sizes
within that range for that industry.

COMMISSIONER LANE: Okay, thank you. Mr.
Vasichek, did you want to say something?

MR. VASICHEK: No. I was going to agree
with Morry, we haven't seen any issues of the pricing
with Super Grip.

COMMISSIONER LANE: Okay. Now, Mr. Taylor,
I think you said that -- you were commenting on the
Respondents alluding to your good stock price and you
said that it was -- that you all were very concerned
about covering your fixed prices and your fixed costs.
And I just wondered, how do you allocate your fixed
costs between the in-scope tires and the out-of-scope
tires?

MR. TAYLOR: The out-scope tires,
Commissioner, we're building a new plant. So, the
out-scope tires have no bearing. When you look at our
stock price and what happens, you have to understand,
we're building the 63-inch, which is the world's
largest tire. The only two people in the world, who
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produce the 63-inch, up until February 15" of this
year, was Bridgestone and Michelin. So, being a
little American that likes a challenge, we decided
Americans should get into it. So, we're building a
plant and we're building it right next to Bryan, Ohio.
And from the day we crack ground until we produce, we
built the factory and we produced our first tire,
which was February 15. And I'm sitting here. Of
course, I see the -- back in the back of the room, I
see one of my tire builders on the first stage here.
So, they're supposed to be beginning production today.

So, we'll have a chitchat in a moment back there. But

COMMISSIONER LANE: Well, now, wait a
minute, he's here supporting you, so that you ought to
give him credit for that.

MR. TAYLOR: I appreciate and I really
appreciate him, you know, coming here to see what goes
on. But, as our opponent said, our stock price was
really high, because I have shareholders, who are
hoping and gambling that we pull it off. So, that
tire and that will be set this coming December, when
we put the fixed cost to the new facility. Right now,
that's an accounting way that is put under our capital
expansion and under construction. So, the product --
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when the other Commissioners went up to Freeport,
where if they had gone to Des Moines, all of those
tires are under the scope of this investigation. And
the Bryan facility, the only tires that are not under
the scope was the 39, the 45, the 49, and 51 inch.
They never made the 57 or the 63, which is where
everything is. So, what you do with your fixed costs,
your fixed cost is your property tax, your building,
and everything else, and you figure out how -- what it
would be if you didn't make a tire and then you put
that as a cost and that goes over where your budget of
your sale sign. That's how your fixed cost is.

COMMISSIONER LANE: Okay, thank you. Mr.
Stewart?

MR. STEWART: If the question pertains to
how the allocations are done for purposes of the
guestionnaire response, we would be happy to provide
that in post-hearing brief. That was an issue that
was verified by Commission staff, as I understand it,
during their verification of the company.

COMMISSIONER LANE: Okay, thank you. Madam
Chairman, I will wait until my next round.

CHAIRMAN ARANOFF: Thank you. Commissioner
Williamson?

COMMISSIONER WILLTIAMSON: Thank you, Madam
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Chairman. And I, too, want to express my appreciation
to the witnesses and the workers for being here today.
I had the good fortune to visit the plant in Freemont.
I must admit, I was very impressed with the -- watch
the workers build the tires. And that leads me to ask
my first question to Mr. Hoover about how long does it
take -- I know there are lots of different jobs in
this process, but could you give us some idea of how
long it takes a worker to become skilled in this -- in
some aspects in tire building?

MR. HOOVER: Well, if you have someone new
off of the street that doesn't have previous
experience, it depends on what jobs he goes to. Some
jobs, it can take as much as 12 weeks or more to get
them trained. And when they're trained and they're
pretty efficient, but they're not yet at that point as
efficient as the old hands that have been around, you
know, and built for years. If you would like, we can
address that in the post-hearing brief.

COMMISSIONER WILLIAMSON: Well, I
particularly wanted -- I was wondering if you know
anything about the Chinese industry and workers there.
Are those plants any more automated that the U.S.? I
was very impressed with how much manual labor goes
into building --
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MR. HOOVER: Yes.

COMMISSIONER WILLIAMSON: -- particularly
the larger tires.

MR. HOOVER: Frankly, I don't know how
mechanized the Chinese are. I can't help you there.

MR. TAYLOR: Commissioner, yes, I've been
through a lot of the Chinese products and I would put
it this way, I was in one facility that had 4,000
people and we would produce the same product with 400.
So -- but, then there's been new plants that do not
make what we're doing, but they have gone in for
automotive and for truck and they just bring the
machinery over and that gets to be push button. But,
since Mr. Hoover said 12 weeks, it's a little -- I
think my tire man back there would tell you it takes a
long time to know how to build the tire and that 12
weeks i1s on the short side. They're very skilled.
They work hard, as you've seen.

MR. IVY: Commissioner Williamson?

COMMISSIONER WILLTIAMSON: I'm sorry. I'1l1
say, I saw one guy and I knew it was a lot more than
12 weeks.

MR. IVY: Commissioner Williamson, on behalf
of Bridgestone-Firestone's plant in Des Moines, Iowa,
just to touch on your question regarding tire
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builders, it takes us about nine months for a tire
builder off the street to be able to run at rate. By
that, I mean the minimums. So, to get him to be an
exceptional tire builder, we're talking about 12 to 15
months. But just to get at rate, about nine months.

COMMISSIONER WILLIAMSON: Okay. Mr.
Hawkins?

MR. HAWKINS: 1I've been in several Chinese
plants, certainly not the bulk of them, but in the
ones that I've been in, the manning levels were
significantly higher than what we've had in Bryan,
Ohio, for the similar operation.

COMMISSIONER WILLTIAMSON: Okay. That's
good. Those are very helpful. As I said, I saw some
workers and I knew it took years to get -- to do some
of the things I saw some people doing. But, this is
helpful to understand.

Mr. Rasey, in your testimony, you stated
that OTR tires under 39 inches are typically cured in
conventional curing presses, where tires greater than
39 inches are more commonly cured in pot heaters. Can
you explain what a pot heater is and how is that
different from the curing press?

MR. RASEY: Sure, I would be happy to,
Commissioner. If you would, when you were at the
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Titan plant, you may have seen what would be commonly
referred to as a clamshell, which means that when you
went to the curing area, the tire and the mold are
placed into that clamshell and it closes over the mold
to apply the pressure and the heat, so that you'll
cure the tire to get it to finished stages. And
that's a very customary way to do tires of these
certain OTR sizes, as we mentioned.

A pot heater, on the other hand, is a much
different animal. A pot heater -- and we're in the
process actually right now, Bridgestone-Firestone, of
putting a new one in our plant in Bloomington,
Illinois, for tires that are outside of the scope.

And to define that, that pot heater that's going in is
going to be -- I think we had to dig a whole 35 feet
down into the ground and I think we had over 1,000
yards of concrete into that hole, to try to contain it
with our piping. And what will happen, Commissioner
Williamson, is that when you take the molds, like you
would put in the clamshell, but those then are placed
in a crane into the pot heater and then you'll stack
two or three molds into that chamber. The 1lid then is
put down onto that chamber with another hoister, a
heavy duty crane, and then that would then cure the
products in that area. So, it's a much different
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process. It gets the same result, ultimately, but
it's a much different process because of the process
and investment, as well.

MR. TAYLOR: There is one thing. As we just
told you, everything is fine, but he forgot to tell
you that the reason it's so deep, Commissioner, is
because there's a cylinder under there and when you
put this thing together, think of a bit silo, big
tube, and that cylinder then comes up and it looks up
-- the top is locked and it pushes against the top,
because you have to have pressure, and that pushes the
mold. And whether you have a 33-inch tire in there or
you have a 45-inch tire, the one that takes the
longest to cure, that's how long you have to leave
them in there, because you can't take one out. It's
for multi-use. And the clamshell, which is a curing,
it's by itself and it's one tire at a time and it has
the bladder. Everything that goes into a pot heater
has to have its own bladder assembly put in it and
blown up together to put in there. It's just so much
different than the 35 and under. Under 35, you can
put in 100-inch press and go from there. Above that,
you go to pot heaters.

COMMISSIONER WILLIAMSON: Now, is it a fixed
rule, you have to use pot heaters if you're going to
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do over 357
MR. RASEY: Well, I don't know of anybody
that's made curing presses, maybe somebody, someplace

in the world. But to my knowledge, I know Goodyear

doesn't have one. I do not know if Firestone has a
pot heater -- I mean, a clamshell that can take a 39-
inch tire. I don't know.

MR. IVY: Bridgestone-Firestone doesn't have
a curing press that they can take above a 39-inch
tire.

MR. TAYLOR: I don't know of any either.

COMMISSIONER WILLTIAMSON: Okay. So, that's
why you have --

MR. TAYLOR: That's why it's built where it
is. 1It's a whole different process, everything. The
current 63-inch is 13-1/2 feet. So, the mold, itself,
igs 18 feet in diameter. So, it's larger than your
circle that you've got there. I mean, if you sit 24
hours, you'll get one.

COMMISSIONER WILLTIAMSON: Thank you. Mr.
Stewart, you, I think, made a reference to -- I guess
you said, I think a strong -- cyclical -- a positive
cyclical trend in the industry. 2And I don't know if I
got that correct. I mean, marked sales, they follow
certain cyclical trend and where are we in that trend
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now?

MR. STEWART: Thank you, very much,
Commissioner. While, as is probably apparent, I enjoy
speaking, it probably would be better to have the
industry folks tell you. As the staff report makes
clear, the demand for tires is obviously a derived
demand, both from the OE side and in terms of the
after market. You can have different cycles for the
agriculture than you may have for the industrial
construction. But, if you look at the period from
2004 to 2007, it has been an upward cycle, in terms of
apparent consumption. What I had said in my opening
comments and in the slide presentation was that
despite that strong upward trend, the domestic
industry hadn't seen the benefits that you would
expect. It's similar to the statements of both Mr.
Taylor and the folks from Bridgestone-Firestone made,
as well, in terms they should have been seeing
extraordinary profits. And in a certain OTR business
it wasn't there and it wasn't there because of the
extreme price pressure.

MR. DORN: Commissioner, if I could just add
to that. Joe Dorn, Bridgestone. I don't think there
is any disagreement about that point. The Chinese
response, in their pre-hearing brief at page 33, said
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"demand for OTR tires tends to be cyclical, trends in
U.S. farming and mining sectors. As agriculture and
commodity prices rise, sales of OTR tires increase."
They went on to point out that demand had been very
strong during the period of investigation. I think
both sides agree with that point.

COMMISSIONER WILLIAMSON: And I guess we
could say dealing with commodity prices that the
upward trend is continuing, is that fair to say?

MR. STEWART: On the agricultural side, that
is correct.

MR. TAYLOR: That's true on the other
commodities, at this point in time. I mean, it's
going to be interesting what happens out four or five
months from now. I think the farmers, they need a
break for a while. I've been in this 40 years and I
think it's a good time for them.

COMMISSIONER WILLTIAMSON: Okay. My time has
expired. Thank you for those answers.

CHAIRMAN ARANOFF: Commissioner Pinkert?

COMMISSIONER PINKERT: Thank you, Madam
Chairman. I would like to join my colleagues in
welcoming this panel, thanking you for being here. I
would also like to thank the workers in the back for
being here and I hope that we get at some of the
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issues that may concern you at this point.

So, I would like to begin actually following
up on some of the guestions that Commissioner
Williamson was asking about the apparent consumption.
If we're looking at this period from 2005 to 2007, is
there a particular measure of apparent consumption
that you would use in saying that 2007 was a banner
year in the cycle?

MR. STEWART: Well, there's a lot of
controversy from the pre-hearing briefs about how the
pre-hearing staff report has come up with apparent
consumption. The staff has done an admirable job of
trying to follow what both we on the Petitioners' side
and on those on the Respondents' side submitted during
the preliminary portion of the case, which is that
there is -- it is apparently the case that there are
products included in the U.S. import statistics, which
are not part of the scope, even though from the
description in the tariff schedules, they ought to be
part of the scope. And so the guestion is how do you
take those out.

There's been an effort to take some out when
you do it at the level that was done at the
preliminary, which is a $20 cap. Anything below $20
is too inexpensive to likely be a certain OTR. What
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you end up with is something that suggests that there
was a significant drop off in imports in 2007, which
is not consistent with the importer questionnaire
data, where certain OTRs were asked for. The problem
with the importer questionnaire data obviously is a
subset of the whole. And so, the guestion is where do
you go from the importer questionnaire data to the
Census data.

We ran a series of extrapolations following
what the staff has done, but moving the price point
up. Domestic producers will have few, if any, tires
that are anywhere close to $25 or $30 or $35 in the
certain OTR side. So, there is some upward movement
that could be had. At the same time, you can find
flyers from distributors that are offering Chinese --
there will be an occasional Chinese tire that is below
$20. That's not the import price, but it's a price
that a distributor is paying, whether that is getting
rid of excess inventory or what have you.

So, it's not clear how you get to a correct
number, but it's somewhere between those two.

Anything but the $20 would suggest that there is a

strong growth in apparent consumption. The staff has
done what they should have done, which was to rely on
what had been done preliminary and that would suggest
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that you have a downturn on consumption, at least in
units, in 2007. That's inconsistent with everything
else that's in the staff report. The majority of
purchasers, majority of importers, majority of
domestic producers all indicate that they believe that
demand has been up. Domestic producers on a unit
basis haven't been participating in that until you get
to preliminary relief.

MR. DORN: Commissioner Pinkert, if I could
just -- Joe Dorn for Bridgestone -- if I could just
add to that. 1In terms of the trends in terms of
consumption, we think the most telling table in the
report would be Table E-2, at page E-4, which uses the
importers' questionnaires, tabulate the imports, and
that shows the increase of apparent consumption from
2005 to 2007, which, as Terry says, is consistent with
all the record evidence about increasing demand. But,
as Terry also noted, those import numbers, of course,
are understated because of lack of --

COMMISSIONER PINKERT: Thank you.

MR. DORN: Term-wise, they seem to be right.

COMMISSIONER PINKERT: That's very helpful.
Now, for the company witnesses, would you say that
within the scope, I'm just talking about within the
scope here, that the sales of the larger sized
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merchandise offset losses on the lower sizes during
this period from 2005 to 20077

MR. TAYLOR: There's no question that the
more larger tires you can build, the better off your
bottom line is going to be. But, you have to
understand, as Kelly from Graham Tire mentioned, when
you see -- you know, you're talking thousands and
thousands of implement tires and you're only talking
maybe a thousand of the big tires. So, you're little
tires eat up a lot of that fixed cost. So, you can
move it however you wish to do it, comes out to be the
pounds. But, there is no question that what you can
make on a big tire gets -- comes down to -- you know,
you lose reference on the small side. There's no
guestion about it.

COMMISSIONER PINKERT: Mr. Hawkins?

MR. HAWKINS: Yes. I guess the word
"offset," I mean, we really can't make the switch from
smaller tires to larger tires. We're happy to sell
more larger tires and I think, in fact, we did. But,
the capacity and the equipment that's used to make
smaller tires is not interchangeable with larger
tires. So, it isn't like we suddenly decided to make
a bunch of larger tires. We sold the larger tires
that we could, but that still left capacity in our
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plants that couldn't be utilized for the small tires.
And, obviously, we would have been better off if we
could have sold the smaller tires, as well.

MR. ALLEN: This is Ken Allen. With respect
to our business and Firestone Agricultural, imports
from China were concentrated disproportionately to the
smaller sizes. And what that did was created a
situation where we were unable to compete on the lower
sizes; therefore, able to sell larger sizes. So, that
would have explained potential shift in that regard.

MR. MATEER: Commissioner Pinkert, I would
also like to add from Specialty Tires of America, it
may be a situation where if you would relate to the
high gas prices right now and SUVs are part -- they're
not selling. And so, the market has shifted to maybe
a hybrid or an economical car. I'm very certain that
although they're both equals, it's much different
equipment it takes to produce those different
platforms.

From Specialty Tires' perspective, and I
appreciate your thoughtful gquestion, as far as the
offset, we did not have any offset that we could go
to. We simply produced tires that were not outside
the scope of the certain OTR investigation. So, there
was not truly an alternative for us to put that other
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production capacity to work producing a completely
different product line, which takes completely
different equipment. So, for us, there really was no
recourse in terms of changing direction and moving
into the offset business that might be able to satisfy
us for a while.

MR. IVY: Commissioner Pinkert, I would like
just to --

MR. TAYLOR: You can't take a big factory
and have all of this as -- the stop at Freeport, some
of the Commissioners, and have all this machinery and
then just run over to the big and make just big. It
doesn't balance out. You have to have both or what
happens, eventually, you're just gone. So, that's
really what transpires in this business.

COMMISSIONER PINKERT: Mr. Vasichek?

MR. VASICHEK: As Kelly said before, I grew
up in a rural community and I understand the farming
and Mr. Allen touched on it, too. The onslaught of
these foreign cheap Chinese tires started off really
in the small tires, 11x15 farm utility for farm
service-type tires. And as Kelly said with his
customers, they just don't buy those tires. They buy
tires for their tractors. They buy tires for their
pickups and everything else. And the equipment is not
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interchangeable. For you, who were at Freeport, you
saw press lines that were down. That factory can
produce hundreds of thousands of those tires, which we
had to get out of that business, even in my previous
life in my other company, because we could not compete
at a tire that was somehow priced well below our
costs. It was just unimaginable.

COMMISSIONER PINKERT: Mr. Stewart?

MR. STEWART: Commissioner, one interesting
fact -- and, of course, the staff report has done an
excellent job of identifying the sales and the
breakouts, and it would be fair to say that if there
is a pickup in the larger size, that the domestics had
a better ability to participate in that, because there
was less concentration of the Chinese imports. But
since the preliminary determination, what you see in
the interim data is a reduction in the average weight
of tires shipped by domestic producers, which is
exactly a confirmation of what the witnesses have
said. Since the preliminary, all of these much
smaller tires that they used to be able to compete on,
they're now getting business on, and so they are
producing more of those tires where they've had idle
capacity sitting for some time, because of the extreme
price competition. So, you have in the staff report
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an excellent confirmation that the price is what has
been dri