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THE UNITED STATES

INTERNATIONAL TRADE COMMISSION

IN THE MATTER OF:

) Investigation Nos.:

CERTAIN PASSENGER VEHICLE AND ) 701-TA-522 and

LIGHT TRUCK TIRES FROM CHINA ) 731-TA-1258 (FINAL)

The meeting commenced pursuant to notice at 9:30

Main Hearing Room (Room 101)
U.S. International Trade
Commission

500 E Street, SW
Washington, DC

Tuesday, June 9, 2015

a.m., before the Commissioners of the United States

International Trade Commission, the Honorable Meredith M.

Broadbent, Chairman, presiding.
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PROCEEDINGS
(9:43 a.m.)

MR. BISHOP: Will the room please come to order?

CHAIRMAN BROADBENT: Good morning. On behalf of
the U.S. International Trade Commission, I welcome you to
this hearing on Investigation No. 701-522 and 731-1258,
involving Certain Passenger Vehicle and Light Truck Tires or
PVLT Tires from China. The purpose of these final
investigations is to determine whether an industry in the
United States is materially injured or threatened with
material injury, by reason of less than fair value or
subsidized imports from China of PVLT tires.

Documents concerning this hearing are available
at the public distribution table. Please give all prepared
testimony to the Secretary. Please do not place it on a
?ublic distribution table. All witnesses must be sworn in
by the Secretary before presenting testimony. I understand
that parties are aware of time allocations, but if you have
any questions about time, please ask the Secretary.

Speakers are reminded not to refer to business
proprietary information in ﬁheir remarks or in answers to
guestions. Please speak clearly into the microphone and
state your name for the record, so that the court reporter
knows who is speaking.

Finally, if you will be submitting documents
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that contain information you wish classified as Business
Confidential, your request should comply with Commission
Rule 201.6. Mr. Secretary, are there any preliminary
matters?

MR. BISHOP: No. Madam Chairman.

CHAIRMAN BROADBENT: Very well. Would you
please announce our first Congressional witness.

MR. BISHOP: The Honorable Jeff Sessions, United
States Senator, Alabama.

CHAIRMAN BROADBENT: Welcome, Senator Sessions.

STATEMENT OF THE HONORABLE JEFF SESSIONS

SENATOR SESSIONS: Thank you. I thank the chair
and the members of the Commission for the good work that you
do, and look forward to a discussion of passenger car and
light truck tires, and the difficulties that we're facing
today. The Commission is well aware of our current trade
deficits and the debate that surrounds that. You know about
the role of foreign governments and corporations and how
they seek to get around internationally agreed upon trading
rules.

I don't accept the notion that we should send
thank you notes to nations who ship us goods that are at
subsidized prices. That has the result of eliminating
American competitors and actually shifting unemployment from

their nation to our nation. This nation is facing very
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serious challenges to its strong manufacturing base.
Currency manipulations, tariffs and non-tariffs barriers,
which can be quite huge, hammer American industries and
workers.

Our trade competitors strongly desire access to
our market. We understand that, and we can benefit from the
import of foreign goods. But we have every right, even a
duty to ensure that such access to our markets is
accompanied with compliance with the trade rules. What is
happening now is not free trade, and this nation cannot be
so tied to the religion I think sometimes of free trade,
that we enable, even encourage bad behavior from our trading
partners.

The Commission plays a key role in making trade
work for the American people. You work has been critical to
the competitiveness and indeed the survival of many
important domestic industries, including American tire
manufacturers. Your work promotes trade by resisting
anti-trade actions.

In 2009, this Commission found that a surge in
Chinese‘tire imports was disrupting the U.S. market and
recommended that a remedy be imposed, resulting in three
years of safeguard tariffs that protected American
manufacturing from state-owned enterprises, manipulated

currencies and illegal dumping.
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From 2004 to 2008, tire imports from China more
than tripled, while the American industry was thrown into a
downward'spiral. From 2004 to 2009, before relief was
imposed, the industry closed or announced the closure of
eight tire plants, including Michelin's plant in Opelika,
Alabama, which it remains closed.

But thisg Commission's actions to push back
against trade abuses have been very successful. With the
safeguards you authorized in place, the hemorrhaging of
domestic industry stopped. By 2011, the domestic industry
shipments, employment and operating income had started to
improve. However, when the safeguard tariffs expired in
2012, Chinese producers came back in force.

Your preliminary hearing staff report shows that
they dramatically ramped up their exports by 84 percent from
2012 to 2014. That's quite a dramatic event, once again
rapidly seizing market share. As a result, the domestic
industry has yet again seen its production, shipments and
employment all decline, while the demand for tires has
actually increased following the recession.

The Commerce Department's preliminary report
found that Chinese producers are dumping their product in
the United States market at prices significantly below
market price. The report states that Chinese products

arrive in the United States market between 18.58 percent and
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87.99 percent below market price, fair market price. Those
are their findings.

Furthermore, Chinese producers benefit from an
array of government subsidies, including export subsidies
and artificially depressed currency, and we've had a long
and big discussion about the currency in the Congress, and
the Congress has voted rather substantially to push back
against currency manipulation, although I have doubts that
it will be in any final legislation that becomes law. The
Commerce Department -- but a substantial majority voted for
it.

The Commerce Department's preliminary report
also found that government subsidies range from 11 to 81
percent. This dumping and subsidization has permitted
Chinese producers to engage in widespread and significant
undercutting of United States prices. The fact is when
Americans are offered a level playing field, our workers can
win.

However, these numbers prove that it is not free
trade that we're dealing with today. The United States
should not acquiesce in the loss of a single job in this
market place we're in today, as a result of unfair
competition. We don't have that ability anymore. That day
is past.

Alabama i1s home to three plants that produce

Ace-Federal Reporters, Inc.
202-347-3700



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

15

passenger car and light truck tires. Michelin has two
plants in Dothan and Tuscaloosa, and Goodyear operates a
plant in Gadsden, totaling more than 3,000 people. When the
Michelin plant in Opelika closed, we directly lost about
1,000 good-paying jobs.

After the safeguard tariffs expired in 2012,
Michelin's plant in Tuscaloosa had to cut production and lay
off 100 workers already. Goodyear's plant in Gadsden,
Alabama also had to reduce prodﬁétion and hours and lay off
workers. Michelin's Dothan plant likely faces similar
declines. With Commerce's preliminary relief in place,
these plants have begun to recover, rehiring workers and
making new investments.

For the sake of these plants and their workers
in Alabama and around the country, I urge the Commission to
vote in the affirmative to this vital and justified relief,
so that it can remain in place for the future and provide
the kind of stability that we need in American
manufacturing.

So thank you. You wrestle with very tough
issues. We do believe in trade. I have been a strong
supporter of trade in the past, and I don't doubt that it's
healthy fof the world. But I do think that we have to
understand that our trading partners lust for the American

market.
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That's what they want, and we have very right to
say you can -- we're willing to open our market to you, but
you need to be operating on a level, fair procedures,
opening your markets to us, and insisting that this process
does not unnecessarily and unfairly savage American
manufacturing. So I thank the Commission very much for your
work, what you've done in the past, and I appreciate this
opportunity to share these thoughts.

CHAIRMAN BROADBENT: Thank you. Are there any
gquestiong for Senator Sessions? If not, we'll let you go
and thank you for joining us today. We really appreciate
your time.

SENATOR SESSIONS: Thank you.

MR. BISHOP: Madam Chairman, that concludes
Congressional testimony at this time.

CHAIRMAN BROADBENT: Thank you. We'll proceed
with opening remarks.

MR. BISHOP: Opening remarks on behalf of
Petitioner will be by Terence P. Stewart, Stewart and
Stewart.

CHAIRMAN BROADBENT: Welcome, Mr. Stewart.

OPENING REMARKS BY TERENCE P. STEWART

MR. STEWART: Good morning. Chairman Broadbent,

Commissioners and Commission staff, I'm Terence Stewart,

managing partner of Stewart and Stewart, appearing this
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morning on behalf of the men and women of the United
Steelworkers, who work in tire manufacturing facilities
across the country, producing passenger vehicle and light
truck tires.

These men and women represent the industry, and
are on the front line of those who feel the adverse effects
of dumped and subsidized imports from China. This is the
second time in the past six years that the USW has been
before the Commission, seeking a remedy to the
rapidly-rising flood of PVLT tires from China.

421 relief was important to prevent even further
loss to this important domestic industry. The USW is back
today because of the flood of dumped and subsidized imports
that have happened in the last two and a quarter years of
the Period of Investigation.

While there will be many arguments presented by
the other side, that competition is attenuated and that
domestic producers have opted to move away from large
segments of the market, testimony today by the local union
presidents at four of the plants around the country, and the
USW's international secretary and treasurer will dgmonstrafe
what should be obvious: Competition between imports from
China and domestically produced tires is real and intense.

Productioﬁ in the U.S. has risen and fallen

based on the level of Chinese volume and price aggression,
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as has employment. Good, better, best product placements
have never meant a lack of competition between products
however grouped. That is the reality in PVLT tires.

Just as the Commission did not find the argument
of tiers or brands to create attenuated competition on the
421 case, nothing in the record before the Commission today
justifies a different result here. Some facts in this case
are straightforward and undisputed.

First, during the Period of Investigation, U.S.
apparent consumption of PVLT tires increased nearly ten
percent, 9.7. Second, the U.S. industry participated in
none, repeat none of the growth of the market, instead
having absclute declines in various factors like capacity
production, shipments and production workers.

Three, the rapid increase in imports from China,
84 percent during the POI, captured nearly 100 percent of
the growth in apparent consumption, which is 99.3 percent;
Four, China's share of market grew from 11.5 percent in 2012
to 19.3 percent in 2014, more than 100 percent of the loss
of market share by the domestic industry.

Five, Chinese product undersold domestic product
in all comparisons during the Period of Investigation, with
growing margins of underselling in later quarters. Those
are the undisputed facts. Despite the improved operating

profits of the industry during the POI, the industry's
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performance was not sufficient to permit the industry to
earn a reasonable return on sales for the business cycle, or
to cover its cost of capital over the business cycle.

Moreover, but for the surge in dumped and
subsidized Chinese imports, the U.S. would have participated
in the market growth during the POI, and production, sales
and employment would have been as much as 14 percent higher
over the entire period.

Operating income would have been as much as 30
percent higher over the entire period, and the industry
would have improved its performance compared to all
manufacturing over the business cycle and would have covered
its cost of capital.

While the POI in these final investigations is
2012 to 2014, information on the first quarter of 2015 is
publicly available, and coincides with the period of
preliminary relief, which has been provided unaer the 80
NCVD laws. Public data shows that imports from China have
declined more than 60 percent in the first quarter. Total
imports declined as well, and domestic shipments rebound
strongly, such that they restore part of the market share
that they've lost since the fourth quarter of 2012.

Our witnesgses will review what will happen at
the plants they work in if orders are entered and conditions

of fair trade are permitted to continue. It is hopeful --
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practices of between 23 and 169 percent in these cases,
there is no way to have a level playing field without
relief. We need an affirmative vote. We appreciate the
opportunity to be here. Thank you very much.

MR. BISHOP: Opening remarks on behalf of
Respondents will be by Max F. Schutzman, Grunfeld,
Desiderio, Lebowitz, Silverman and Klestadt.

CHAIRMAN BROADBENT: Welcome.

OPENING REMARKS BY MAX F. SCHUTZMAN

MR. SCHUTZMAN: Good morning. I am Max
Schutzman of Grunfeld Desiderioc. I appear here today on
behalf of Chinese Respondents. There is no doubt Mr.
Stewart sincerely believes that.his clients, the unions,
will benefit from an affirmative determination. His

arguments, as always, are focused and in this case

extraordinarily creative, a creativity necessitated by the

obstacles he faces in attempting to convince you to find
material injury or the threat thereof.
His obstacles are the data, the law and the

public statements of PVLT executives. First the data.
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"During the Period of Investigation, 2012 to 2014, domestic

industry profits rose from 9.2 percent to 12.9 percent.
Domestic industry gross profit, operating income, cash flow
and capital expenditures, which all began the POI at healthy
levels, continue to grow.

Global PVLT tire companies invested $2.64
billion in the United States, and expended $692 million in
R&D to develop new products. Industry members are investing
$1.7 billion in constructing new plants in the United
States, which will result in almost 4,000 new jobs for
American workers. In other words, the domestic industry is
strong, stable and profitable.

Second, the law. We readily acknowledge that
during the POI, Chinese imports were imported into the
United States in increased quantities. These tires are sold
at lower prices than PVLT tires made in the United States.
But these facts cannot lead to an affirmative determination,
unless there's a causal link between Chinese imports and a
decline in industry performance.

Is there such a link? Absolutely not. In fact,
there was an inverse correlation. Imports rose and domestic
producers' performance increased as well. Were domestic
industry prices suppressed or depressed by low priced
imports? Absolutely not. Industry profits increased, aided

by raw material price declines, which contrary to Mr.
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Stewart's predictibn at the prelim, did not reverse in the
second half of 2014.

Do Chinese imports compete head to head with
American-made PVLT tires with purchasing decisions based
solely on price? Again, absolutely not. Brands have
tremendous value in this market, and strongly influence
purchasing decisions. The Goodyear blimp and the Michelin
man are two of the most ubiguitous symbols on earth.

Brands matter. Chinese tires do not have brand
recognition in the U.S., and they compete principally for
business here with other Chinese-made tires, or tires
produced in third countries, not with U.S. made tires.
Finally, in addition to the data and the law, there are the
public statements made by executives of domestic PVLT
producers absent from this investigation, directly
contradicting the linchpins of the union's case.

To quote Wolfgang Schafer, CFO of Continental,
"The organic growth of our automotive group for 2014
achieved six percent compared to the passenger tire and
light truck production growth worldwide of three percent,
and the passenger and light truck tire grew by three
percent, while Europe was growing by two percent and North
America was growing by six percent."

To quote Brad Hughes, COO of Cooper Tire. "We

have begun to move the manufacturing of some of our tires
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from China to Serbia, and we are on track to import tires
from Serbia to the U.S. later this year. In response to
accelerated demand for higher value, higher margin products,
we have been reconfiguring our Americas manufacturing plants
to increase production of these products."”

To quote Rich Kramer, CEO of Goodyear, "Our
focus will stay on winning in the market segments where
consumers are willing to pay for the value of our brand. We
are continuing to invest in our North American production
facilities, to enable the U.S. to meet the increased demand
for our premium branded tires in 2015.

"For the full years, we expect raw materials to
be down about ten percent, helping drive a 2015 price versus
raw materials benefit of about $200 million year over year.
The low end of the market by and large is not a market where
we have played."

These statements are clear. Brand adds valﬁe.
Domestic manufacturers have consciously decided to produce
high-end, high-priced, high profit branded tires in the U.S.
to service this growth market. Domestic manufacturers have
consciously decided to maximize profitability, rather than
to chase market share.

ADD CVD on Chinese tires will increase third
country imports. It will not increase production in the

United States, and it will not add jobs. These facts
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support a negative determination of material injury, and
they also support a negative determination of threat. An
industry threatened by subject imports will not invest
billions of dollars to develop new products and to increase
its domestic production.

In short, if the Commission decides there is no
current injury, a decision we believe to be mandated by the
facts and the law, it should also find that there is neither
threat nor, I might add, critical circumstances. Thank you.

CHAIRMAN BROADBENT: Thank you, Mr. Schutzman.

MR. BISHOP: Would the panel in support of the
imposition of anti-dumping and countervailing duty orders
please come forward and be seated? Madam Chairman, all
witnesses on this panel have been sworn in.

CHAIRMAN BROADBENT: I want to welcome the
witnesses to the ITC. You can begin when you're ready.

MR. STEWART: I think, Madam Chairman, we have a
lot of witnesses and so I will not take the time to
introduce them. They'll introduce themselves as they start.
I would ask the Commissioners to please play particular
attention to the statements of the local union presidents
and contrast it to what you just heard in the opening
statement of our distinguished opponent.

STATEMENT OF STAN JOHNSON

MR. JOHNSON: My name is Stan Johnson. I'm the

Ace-Federal Reporters, Inc.
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international secretary/treasurer of the United Steel
Workers Union, also chair of the Rubber and Plastics
Industry Conference of the USW. I have extensive industry
experience in tire. I worked at Pirelli Armstrong Tire
Corporation facility in Madison, Tennessee for more than 20
years.

I left the plant to join the USW after the
rubber workers merged with the steel workers in 1996. And
as a part of my responsibility today, I've been in major
bargaining with the tire companies to employ USW members,
both in 2009 and in our most recent rounds of bargaining.

USW filed these petition on tires from China for
one simple reason and that reason is to fight for our
industry. '+ We fought for our industry in 2009. The
safeguards we obtained made all the difference. When we
brought that case, China had more than tripled its exports
of passenger and light truck tires from the U.S. from 2004
to 2008, leading to job losses, factory closures, and a
struggling domestic industry. Indeed, the harm was so
serious that three additional plants were slated for closure
before the 421 relief and all did close before the end of
2011.

When this Commission recommended relieve and the
President acted to impose safeguard duties the turnaround

was remarkable. Imports from China dropped from a peak of
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46 million tires in 2008 to just 30 million tires in 2010
and dropped again in 2011, and stayed below 32 million in
2012. The bleeding in the domestic industry had finally
stopped. Workers were called back, investments were made,
production increased, and market share was being regained.
In short, the tariffs had worked.

Before the safeguard duties expired, employers
were so eager to re-flood the U.S. market with Chinese tires
that some of them set up their own warehouses as free trade
zones so they wouldn't have to wait to enter the port. As
one publication explained, key players were playing to
resume shipments of Chinese tires at 12:01 a.m. on September
27, the day after duties expired.

That impact was dramatic. From 2012 to 2014,
the U.S. imports of tires from China jumped by more than 84
percent. At the same time, averaging values for the most
popular tire sizes began to plummet. Resurgence of Chinese
tires has come at the direct expense of U.S. producers who
lost shipments, production, market share, all even as demand
was growing. Indeed, the annual loss of market share was
nearly as great from a much smaller base in the 2011 to 2014
period as it has been in the pre-safeguard period. For our
members, the nightmare was recurring and with as much horror
as we had experienced from 2004 to 2008, as the USW local

presidents with me today will attest, this lead to reduced
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production, lost hours, lower staffing levels, layoffs at
the tire plants that we represent. The unused capacity at
the nine U.S. tire plants alone would have permitted enough
additional production during the period of investigation to
supply a substantial portion of the market share lost to
rising Chinese imports.

These Chinese imports that are the cause of the
injury I understand that some who oppose relief argue that
Chinese tires cannot be hurting the domestic industr?
because management has not taken a public position in our
case. Their theory is that management somehow.wanted to
lose their share of the growing market as part of some
corporate strategy and therefore they couldn't have been
pushed out or injured by Chinese tires.

These arguments are simply wrong. First, if the
mere fact that management does not show up when workers
brings a case is enough to preclude an affirmative
determination, then equal treatment under the trade laws to
give to management and labor means nothing. This is our
industry just as much as it is management's industry. The
USW represents workers at nine plants around the country
that account for 40 percent of the industry's capacity. We
are the ones that build the tires in this country and we're
the ones whose livelihoods are on the line.

While the Commission sends questionnaires to the
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companies and does not request input from the workers in the
company separately, under the law, we have standing to bring
cases. Indeed, I understand that the Commission received
subpoena power from Congress back in 1958 exactly because
Congress understood there could be situations where
management's focus was on non-U.S. interest and the subpoena
power would permit the Commission to gather the information
it needed to determine the facts when workers came forward
seeking relief. That is exactly the case in this situation.

As you know, eight of the nine U.S. producers
are heavily invested in China. VWhether for concerns about
products they may import, concerns about relations with
China, including concerns over possible retaliation or other
reasons, management did not request the opportunity to
present testimony; but they all sent questionnaire responses
and the workers are here are to explain just how vital the
relief was -- the relief in these cases.

Moreover, the claims that competition with
Chinese tires is attenuated and that employers, in fact,
have no concerns about Chinese imports are ludicrous. We
regularly discuss market conditions and corporate strategy
with management, including inter-meetings between bargaining
sessions. The issue of Chinese imports and ocur ability to
compete with these imports is an absolute, constant topic of

discussion. It comes up at almost every meeting that we
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ever have.

The persistent pressure on us to be more
efficient and cost-effective is a direct result of this
competition. As every one of our local union presidents
will testify, production in our plant directly responds to
the presence or absence of Chinese imports in the market.
Our members, our employers, and our plants fill the direct
results of the competition with China every single day. Any
claims to the contrary are just not based on the reality in
which our members live.

The importance of these cases for our industry
has come into sharp relief over the past six to seven
months. The massive subsidies and dumping that characterize
imports from China has dramatically skewed the market.
Relief under the law is helping to restore the level playing
field that every administration and Congress in recent
memory has promised to working men and women.

As our local presidents will testify, since
preliminary relief was imposed, our coﬁpanies have launched
new tire linesg, ramped up their production, added hours in
shifts, cancelled planned shutdowns, hired new workers, and
made investments in new and improved equipments. The plants
represented here today are not alone. The story is the same
for all U.S. plants that the USW represents. Management's

decisions to increase production and expand their presence
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in the mérket since preliminary relief was imposed belies
any claim that they don't see the value in these cases or
that U.S. producers are not adversely affected by dumped or
subsidized imports from China.

I am personally proud of our union for taking
the fight on for our industry. We simply can't sit idly by
as our industry once again loses market share, production,
and jobs to unfairly traded Chinese imports. The law gives
us the right to seek relief and the record in these cases
strongly supports providing that relief. When market
distortions are corrected, our industry can regain market
share that unfairly traded imports have simply stolen away.

The benefits of relief are real, very real for
our members, their families, and the communities in which
they live. That's why our unions filed these petitions and
that's why we're here today to ask you for an affirmative
vote. Thank you all.

CHAIRMAN BROADBENT: Mr. Nelson, before you
begin your statement, let me just check. We may have a
congressional witness that would just come in, and I think
Senator Brown may be here. If you wouldn't mind waiting for
him to give his statement, then we won't have to interrupt
you in the middle of it. I really appreciate your
flexibility.

MR. BISHOP: Madam Chairman, our next
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congressional witness it the Honorable Sherrod Brown, United
States Senator, Ohio.

CHAIRMAN BROADBENT: Welcome Senator Brown.

SENATOR SHERROD BROWN

SENATOR BROWN: Thanks for the opportunity to
testify on this case to appear in front of you for the "X"
time. I don't know how many times, but dozens of times.
And this time on behalf of Ohio tire workers and tire
workers across our country. I'm here to testify on behalf
of the 1,000 members of USW Local 207L,'who work at the
Cooper Tire Plant in Findlay, Ohio, a plant I've probably
vigsited a half dozen times.

Unfortunately, I've been here before to deliver
the same message about the same workers and the same U.S.
tire sector. China is determined to put our tire industry
out of business. If we don't use our trade remedy laws to
take away their unfair trade advantage, they will succeed.

In 2008, I testified at the Commission that
certain off-the-road tires from China were subsidized and
dumped in the American market, threatening that segment of
the domestié tire industry. The affirmative final
determinations by the Commission and by the Department of
Commerce were critical. The determinations were critical to
stopping the surge of unfair imports and helping thousands

of Americans keep their jobs.
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In 2009, I testified again that a surge of tire
imports from China, this time passenger vehicle and light
truck tires, was threatening U.S. factories and forcing
workers out of their jobs. That 421 petition, also filed by
the United Steel Workers, provided necessary relief to get
the industry and its workers back on track. Unfortunately,
these tariffs, as you know, expired in 2012. Since then,
China's resumed efforts to stamp out our tire industry.

As you know from preliminary determination, the
illegal subsidization of Chinese tire producers in dumping
of tires in our market have taken their toll on the domestic
industry. In 2011, China exported $2.8 billion of tires to
the U.S., 2011, 2.8 billion; 2014, $4.3 billion of tires.
Between 2011 and 2013, inventories of imported Chinese
passenger vehicle and light truck tires increased, increased
by 107 percent, more than double. China's market share was
up from 8.8 percent in 2011 to 17.2 percent in 2013.
Domestic production was down nearly 9 percent and sales were
down nearly 10 percent.

In 2011, there were 33,000 American workers in
the tire industry. Three years later, March 2014, that
number is now 28,000 American workers.

In sum, U;S. tire producers have seen reduced
market share, price suppression, lost sales and revenues,

direct replacement of domestic shipment by foreign products,
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reduced sales volumes, reduced production capacity, and a
decline in employment. All these factors are affecting the
United Steel Workers ability to negotiate contracts that
will provide their members with the wages and benefit they
need to support their family, and that speaks to a much
larger picture, of course, too. Each of those nearly 5,000
workers who lost jobs between 2011 and 2014 most acutely
felt the injury caused by China's unfairly traded imports.
They did, their families did, their communities did.

When I testified in 2009, I spoke on behalf of
Ohio tire workers, including those at Denman Tire, Denman
Tire was in operation for more than 90 years before it
closed in 2010 due to bankruptcy. During that same
testimony, I reported in the previous four years 6,000
American tire jobs had been eliminated as a result of
Chinese imports. Since my last appearance before the
Commission, nearly 5,000 more U.S. tire workers, including
those from Denman Tire lost jobs.

If we don't apply tariffs to the dumped and
subsidized Chinese tires in question today, we'll be back
here in another four or five years wringing our hands that
thousands more Americans have lost their jobs and the U.S.
tire industry has declined even further. The United Steel
Workers aren't asking for a handout or special treatment.

They're asking simply for application of U.S. trade and
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remedy law exactly as Congress intended it.

Without the relief afforded under trade
statutes, these workers will continue to be subjected to the
flood of imports that will put their employers out of
business. This case, of course, is important for these
workers and for our tire industry. It's also important to
our overall approach to China's disregard for internatiopal
trade obligations. These unfair trade practices take a toll
throughout the United States manufacturing sector and
bringing long-lasting harm to the communities that have been
in so many ways hollowed out by shuttered factories.

I grew up in a town like that in Mansfield,
Ohio. Put simply, failure to impose duties on passenger
vehicle and light truck tire imports from China will, in
fact, continue to put Americans out of work. It will
embolden the Chinese government to provide more illegal
subsidies to other industries. It will encourage Chinese
producers of other products to sell in the U.S. market at
less than fair value.

After the 421 duties were imposed in 2009,
Cooper Tireg in Findlay, Ohio, that plant hired 150 more
workers and invested $20 million in their plant. When the
tariffs expired, however, the plant cut back. Now, those
150 workers have been laid off again. The workers who still

have jobs at the plant have faced reduced production and
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hours, been asked to take pay cuts during contract
negotiations. You see the ripple effect of the actions that
you take as part of the International Trade Commission.

This is the face of the injury caused by Chinese
imports. As Ohioc workers struggle to keep their jobs to
support their families without a final determination that
there is injury to the U.S. industry the struggle for
Findlay workers will only get worse.

I appreciate you taking the time to hear my
testimony. I urge you to take affirmative action in final
determination. Thank you, Madam Chair.

CHAIRMAN BROADBENT: Thank you, Senator Brown.
Are there any questions for Senator Brown? If not, you are
free to go and thanks for your time. We appreciate you
being with us today.

MR. BISHOP: Madam Chairman, that concludes
congressional testimony at this time.

CHAIRMAN BROADBENT: Good. Mr. Nelson, you can
resume your testimony now. Thank you.

STATEMENT OF MR. RODNEY NELSON

MR. NELSON: And good morning. My name is Rod
Nelson. I am the president of USW Local 207L, which
represents workers at the Cooper passenger car and light
truck plant in Findlay, Ohio. I've been with Cooper for 34

yvears. And I have been the president of the Local for nine
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years. At my time at Cooper, I've done nearly every job
there is. I've worked in the mail room during material
prep. I've worked with the banbury mixers in the tire room
as a tuber operator and more.

Our plant produces tires for the replacement
market for Cooper's own brands as well as dealers' private
labels. One of the most important factors affecting the
fortunes of our plants in recent years has been imports from
China. When President Obama imposed safeguard tariffs on
Chinese tires in 2009 the impact on the plant was immediate.
The order imposed on tires came out on a Friday, September
11. That next Monday our plant manager told me we were
going to hire a hundred more workers and invest $20 million
in the plant to keep up with our increased demand of our
tires.

Even that estimate was conservative.

Altogether, we ended up hiring 150 more people. We invested
in new curing presses and made other improvements. And the
workers were kept extremely busy. We were racing to keep up
with the demand for our tires, but the relief didn't last.
In contract negotiations in 2011, management said we needed
to cut costs, roll back wages to prepare for the tariffs
coming off.

As we got closer to September of 2012,

management warned us that there ships loaded with Chinese
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tires waiting off the coast of California for the tariffs to
expire. Once the tariffs ended and the Chinese imports come
flooding back in, the effect was immediate. While the
tariffs were in place, we run about 21,500 tires a day.
After the tariffs come off, our production fell almost 20
percent to 17,400 tires a day in 2013 and 2014. This equals
a loss of more than 1.4 million tires a year.

In addition, as production dropped, management
started taking days out of our schedule. We only operated
41 weeks in 2013, a loss of at least another million tires
of production. And while we were operating 298 molds before
the tariffs ended, we fell down to 242 molds in 2014. We've
lost workers as well. Through attrition, we went down for
1,050 workers in 2012 to only 840 in 2014.

I am proud that our union took action to
counteract Chinese imports. I have seen firsthand the
dramatic improvements that are possible if we get relief
from dumped and subsidized tires from China. In December,
the month after Commerce's preliminary subsidy determination
we got two new curing presses and we are now in the process
of installing 14 more new presses. We didn't hear anything
about any new equipment until after the preliminary tariffs
were put on.

We are now operating 270 molds up from the 242

molds we were operating last year. We've been able to add
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jobs, and we are working on a full schedule with no days
taken out. And this is just the beginning. Management is
getting its plans in place so we can take full advantage of
the important opportunity the tariffs have created. The
month before Commerce made its preliminary subsidy
determination management bought some land next to our plant.
They are trying to get Cooper to approve an expansion. They
are hoping to be able to get up operating 330 molds, a lot
more than the 298 molds we were operating under the
safeguards.

Our plant can adapt very quickly to increased
production if the demand is there. And with the duties in
place, believe me, the demand is there and we are eager to
meet it. Anyone that claims that Chinese tires do not
compete with our product and have no impact on our industry
has not been to Findlay, Ohio. They haven't been in our
plant and seen the new equipment, the increased daily‘
ticket, the workers who are able to work a full schedule and
bring pay back to their families. There is only one reason
for these improvements; Chinese tires are retreating from
the market.

Just as our plant suffered when Chinese imports
flooded in after the safeguard ended, our plant thrives when
imports from China are required to compete fairly. Our

union sees the cause and effect and our management does as
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well. Local management was very clear with us why
production, hours, and employment all had to go down when
the safeguard ended because we couldn't compete with the
tide of Chinese tires entering the market at very low
prices.

As Cooper itself explained in its 2013 annual
report, its reduced volume in North America as a result of
increased competition from imports. The company also noted
on unfavorable pricing in North America in 2013. The
immediate, positive turnaround from management when duties
were imposed only underscores how closely our plant's fate
is tied to discipline of Chinese imports so the playing
field is level.

These cases are critical to our plant's ability
to compete. For the sake of my 925 members and their
families, I hope the Commission will vote in the affirmative
and will allow duties on Chinese tires stay in place. Thank
you.

STATEMENT MR. MARK WILLIAMS

MR. WILLIAMS: Good morning again. My name is
Mark Williams and I'm the former president of USW Local
351L. Our members produce passenger car and light truck
tires at Michelin's plant in Tuscaloosa, Alabama. I was
pleased that a number of Commissioners and staff were able

to visit Tuscaloosa in April of this year and I hope you
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enjoyed learning about our plant.

I started my career as a tire builder at the
Tuscaloosa plant in 1976 when it was owned by BF Goodrich.
Our plant makes a wide range of tires with rim diameters
from 14 to 20 inches. We produce tires for both the OEM
market and the after market.

When President Obama imposed safeguard duties on
Chinese tires in 2009, it led to a lot of optimism in our
plant. In 2011, management launched a plan to add eguipment
and hire additional staff in order to increase production.
They put up a big board with a football theme. We're all
University of Alabama fans, of course. It had goals for
growth, a countdown, and a big picture of Bear Bryant. Our
daily production grew from 12,000 tires a day to a peak of
16,500 tires a day in early 2012. This translates into
added production of nearly 1.6 million tires a year.

By mid-2012, when we were facing the expiration
of the tariffs, management took down the big board tracking
our expansion progress and the growth plan suddenly went
away. Once the tariffs were removed and imports flooded
back into the market, the situation at our plant
deteriorated quickly. 1In 2013, production was cut to 13,50b
tires a day and the plant was shutdown for four weeks. Even
this was not enough to adjust to the surge of Chinese tires.

In October of 2013, Michelin laid off 100
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workers at our plant and we also stopped backfilling jobs
lost to attrition. By mid-2014, our production went down,
was 12,000 tires a day, less than 75 percent of our
potential, and we again shutdown for three to four week. Of
the 60 to 65 tire building machines in our plant, about a
third were sitting idle and unmanned. To see so many
machines idle, so many fewer tires produced, and so many of
my union brothers and sisters forced to take layoffs in a
market where demand was growing rapidly was a very hard blow
after the optimism we felt when the safeguard was in place.

The reason for these losses was a surge in
imports from China. When we enter contract negotiations
with Michelin in 2013, the threat posed by Chinese tires was
openly discussed. They talked about the number of tire
plants being built in China and‘the tremendous growth in
Chinese imports. Management also discussed the intense
pricing pressure they were facing. When we ratified our
contract, the company stated that the agreement was reached
in a very cost competitive and challenging environment.

Our contract does not protect us from future
layoffs or from a complete closure of our plant or our
gsister plant in Fort Wayne, Indiana. Fortunately, the
preliminary duties on imports from China are making a
difference. As imports have plummeted, optimism has again

returned to our plant. Michelin has introduced new tire
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codes under the BF Goodrich brand. The company recognized
that it had lost tco mucﬁ of the middle range of the market
and that its BF Goodrich brand had the opportunity for
growth now that Chinese tires are being disciplined by
duties. Our plant is a direct beneficiary of Michelin's
decision to take advantage of the relief that these duties
provide.

In October of 2014, the month before Commerce's
first preliminary determination, management increased our
targeted production to 13,500 tires a day and we are now
working hard to reach that goal. All 100 workers that were
laid off in 2013 have been hired back and we've hired nearly
100 more new workers on top of that. We've gotten a lot of
new molds with all the new codes are running. The new BF
Goodrich tires we make are in very high demand with sales
far above what was forecast. We've been told that we won't
take our regular shutdown in July this year so we can keep
up with the demand for our tires.

Plant management has told us that Michelin is
planning seven new tire launches over the next fire years as
long as the market holds. They are seeing the positive
impact the tariffs are having on their sales and they want
to be able to take full advantage of that opportunity. With
a third of our plant's tire machines still idle, I am

hopeful we can respond quickly and increase production even
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more if these cases are successful.

In closing, I understand some who oppose our
petitions claim that Chinese imports have no impact on the
domestic industry or that we occupy some nitch of the market
that is insulated from competition with Chinese imports.
These claims simply do not reflect reality, certainly not
the reality of our plant in Tuscaloosa.

Michelin would not tell us that we have to cut
costs to compete with China if it did not believe it
competes with Chinese imports. Michelin would not track the
number of tire plants being build in China if Chinese
imports were of no concern. Management would not rush in to

launch new mid-level tire lines and to increase production

‘once Chinese tires retreat if it saw no value in that

market. Production and employment at our plant would not
rise and fall depending on whether relief from Chinese tires
is in place if we did not compete with Chinese tires
head-to-head across the market.

Our experience shows the domestic industry can
regain production, make new capital investmentsg, add jobs,
and compete successfully when unfairly traded imports from
China are subject to duties and not flooding our market.

The Commission's decision in this case will determine
whether or not we're given that opportunity to compete.

Thank you.
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STATEMENT OF DAVID HAYES

MR. HAYES: Good morning. My name is David
Hayes.

I am the president of USW Local 12M which
represents workers at the Goodyear Tire Plant in Gadsden,
Alabama. I have worked at Goodyear for nearly forty years.
My father worked at the plant and was also president of the
local. My five brothers and a couple of brother-in-laws
also worked at the plant and I have a couple of nieces and
nephews that work there also. I've spent most of my career
working in the extruders and component prep. I've also
worked as a tire builder and in final finish.

Our plant makes both passenger and light truck
tires. We have the capability to make a wide range of sizes
from as small as 13-inches in diameter to as high as
24-inches. We make tires for the OEM and replacement
markets and for Goodyear's own labels including Dunlop and
Kelly as well as private labels.

After the Safeguard due to expire, the surge of
imports from China directly impacted our plant. In 2012,
while the Safeguard duties were in place, we were producing
21,500 to 23,927 tires a day at our plant. In October of
that year, right after the duties ended, we dropped to
15,090 tires a day. The plant also shut down for ten days

due to high inventory and our work schedule was reduced from
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42-hours a week to 40. 1In 2013 and 2014, our production was
about 20,000 tires a day for most of the year. This
translates into nearly 1.4 million tires of lost annual
production compared to the daily peak we were able to
achieve with the safeguard duties in place.

As our production dropped, fifty-three workers
were laid off and we lost more to attrition. In August of
2012, we had 1,456 members in our Union. By June of 2014,
we only had 1,350. As I testified in June of last year,
Goodyear was hoping to increase production at Gadsden by
introducing twenty-two new tire codes. Goodyear wanted to
regain share at the midlevel of the market where they have
been directly pushed out by Chinese imports. To succeed,
however, Goodyear must be able to make a profit on those
tires, a prospect put into jeopardy by ever-growing volumes
of low-price Chinese imports.

In May of 2014, a Goodyear Vice President came to
Gadsden and explained to us the expansion plans might have
to be shelved if the company cannot regain the market share
it lost to China since the Safeguard duties expired. I am
happy to say that the plans did not have to be shelved, the
reason i1s these cases. When Commerce imposed preliminary
duties on Chinese imports in 2014 and in January of 2015,
import volume shrank dramatically and import unit values

rose, relieving some of the price pressure on our products.
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Goodyear moved ahead on its plans, launching a
new product line called Assurance Fuel Max. Goodyear raised
our daily ticket to 22,200 tires a day at the end of 2014 so
we could produce the new tires. 1In April of this year,
Goodyear also announced a new tire line under its Kelly
brand and we are now producing 22,700 tires a day. The
company invested in new tire-building equipment to raise our
capacity to 24,500 tires a day, capacity we can reach if
duties stay in place and production begins to rise.

Since preliminary duties were imposed, we have
gotten five new tire machines, we have expanded our curing
operations and we have added eight new presses. We've also
installed new equipment in final finish and then added labor
to component prep on equipment that had been idle during the
night shift. We have hired at least one hundred and
eighty-eight new employees since last year and we have been
hiring nearly every week. We are working full out every
shift, and management cancelled our normal 4th of July
shutdown week which means more money in the pocket of our
members and their families.

Goodyear jumped at the chance to expand its
presence at the midrange of the mafket after duties were
imposed. Management explained to us that this market was
difficult to compete in successfully because of rising

imports of low-priced tires from China. They see enormous
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potential in this market and they are ramping up to retake
the market share China took from us. Management's name for
the project says it all, "Rocket-launch".

With duties in place to tame Chinese and
subsidies, the domestic industry is willing and able to
rapidly increase production, by activating the capacity that
has been idol and investing in new capacity. Sales of new
tires are through the roof. Management has told us if these
cases are successful, 2015 will be a lot better year than
2014. But they have also told us that if the duties
terminate, 2015 could be another bad year and days would
again have to be taken out of our schedule. The fate of our
plant hinges on these cases.

If duties are not allowed to stay in place, I am
deeply concerned about what would happen to our plant. In
many ways, the only way our plant was able to stay afloat
after the Safeguards expired is because we were able to
absorb production from Goodyear's Union City Plant that
closed in 2011. But that cannot sustain us for long. If
the imports from China continue to grow and seize market
share, if that happens, our plant could be the first on the
chopping block at Goodyear.

While our current contract protects the plant
from being closed down entirely until 2017, management can

lay off more than 250 workers during the life of the
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contract. This would be a huge blow to our members and
their families and indeed the entire Gadsden community. My
family is not the only one in Gadsden that has supported
itself through generations of hard work at the plant. A
2006 study of our plant found that it contributes 360
million to the local economy in direct and economic
activities and supports 4,200 jobs in the state of Alabama.
If the plant were to close its doors, the impact would be
devastating. The Commission's vote will make all the
difference for our plant, our members and the generations of
families in Gadsden that have made their livelihoods in the
tire business. Thank you.

CHAIRMAN BROADBENT: Thank you, Mr. Hayes. Mr.
Secretary, would you?

MR. BISHOP: Madam Chairman, our next
Congressional witness is the Honorable David Price, United
States Representative, 4th District, North Carolina.

CHAIRMAN BROADBENT: Welcome, Congressman Price.

STATEMENT OF CONGRESSMAN PRICE

CONGRESSMAN PRICE: Good morning, should I start?

CHAIRMAN BROADBENT: Yes, you may begin.

CONGRESSMAN PRICE: Thank you very much, Chairman
Broadbent, other Commissioners. I appreciate the chance to
be with you today to testify. I am a representative of

North Carolina's 4th District. That's a district that
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spreads from Burlington to Fayetteville through the Central
part of the state and I'm here to support the United
Steelworkers Petition for relief from dumped and subsidized
imports of passenger and light truck tires from China.

North Carolina is home to two passenger car and
light truck tire plants, a facility run by Bridgestone in
Wilson, North Carolina and Goodyear's tire plant in
Fayetteville which is the one that's located in my
Congressional District. Together, these plants have the
capacity to produce 75,000 tires a day and to employ
thousands of workers. They provide economic benefit to
their local communities and to our state.

I am not going to recount the entire history of
the actions taken by the Commission against unfair Chinese
imports. The history of Chinese abuses, particularly in the
area of passenger car and light truck tires is quite
well-documented. The 421 Safeguard Relief from Chinese
Dumping, provided by the Commission in 2009 was warranted
and it proved effective in curtailing the market distorting
effects of Chinese actions through the end of the 2011
calendar year. Following the implementation of the
safeguard, imports from China fell, domestic production and
prices recovered and the US Tire Industry was able to retain
and add workers in North Carolina and around the country.

It's also clear, however, that once the 421
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Sanctions were lifted in 2012, the problems returned. The
Commission's prehearing report clearly shows that tire
imports from China have increased by 84% since 2012. From
2011 the last full year of the 421 Safeguard to 2014, US
imports of Chinese tires have more than doubled. Moreover,
these imports have underéut US producers. Again, the
Commission's pre-hearing report shows that Chinese producers
undersold domestic producers in one hundred percent of the
Commission's price comparisons.

The result is that Chinese producers have
increased their market share from 11.5% of the US market in
2012, to 19.3% of the US market in 2014. This increase came
at the expense of our domestic producers, whose market share
fell from 46.6% to 41.9% in that same period. As a result,
domestic production is down, domestic sales are down and
employment is down. There seems to be ample evidence that
the increased competitiveness of China's tire manufacturers
can be directly tied to state—sponsored efforts to boost
production including but not limited to below-market loans
from State-owned banks, grants, tax breaks and the provision
of key raw materials from State-owned suppliers. Other
witnesses will provide you with additional details on that
front but it's safe to stay that this is nothing new,
particularly with régard to the trade-distorting practices

historically employed by the Chinese government.
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To illustrate the importance of ITC actions on
this front, let me share with you how my constituents at the
Goodyear plant in Fayetteville have been affected. As
Darryl Jackson, President of USW Local 959 of Fayetteville
testified last June, with the 2009 421 relief in place and
the domestic market stabilized, the Fayetteville facility
was able to maintain steady production through 2012.
However, since that safeguard expired, the facility's
production has been reduced. From 33,000 tires a day to
31,500 tires a day. Such reduced capacity threatens the
livelihoods of the plants employees and their families but
it can be reversed and in fact, in the few short months
since Commerce imposed preliminary duties, production is
returning to Fayetteville.

I understand that a month after Commerce's
preliminary countervailing duty determination the plant's
management decided against cutting the plant's work schedule
by two weeks due to standard, stabilized demand. Layoffs at
the plant have also ceased. Moreover, I understand that
Goodyear is actively investing in and upgrading the
Fayetteville facility to help it remain competitive in the
future.

I'm very concerned that a negative determination
by the Commission would result in a flood of subsidized

Chinese tires back into the US Market, debilitating
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facilities like Goodyear's plant in Fayetteville. I have
dealt with these matters a good deal through my career in
the Congress. Throughout that time, I've always thought and
said that, given a level playing field, American workers
will out-compete anyone. That's really what we're talking
about here. I urge you to make an affirmative determination
on this matter. Level the playing field for US workers. I
think you again for your attention.

CHAIRMAN BROADBENT: Thank you Congressman Price.
So are there any questions for the Congressman?

(No response.)

CHAIRMAN BROADBENT: If not, you can -- thank you
very much. We appreciate your testimony and for your time
to come down and visit with us today.

MR. BISHOP: Madam Chairman, that concludes
Congressional testimony at this time.

CHAIRMAN BROADBENT: Okay, Mr. Jones. You can
please introduce yourself.

STATEMENT OF STEVE JONES

MR. JONES: Good morning. My name is Steve
Jones. I am the President of USW Local 1023. I represent
workers at Yokohama Tire Plant in Salem, Virginia. I
started working in the Salem plant in 1991. I've worked as
a press operator on the curing operations as a green tire

man and as a power-baler. We make both passenger car and

Ace-Federal Reporters, Inc.
202-347-3700



10

11

12

i3

14

15

16

17

18

19

20

21

22

23

24

25

53

light truck tires with a focus on 16 and 17-inch tires for
the aftermarket. The tires we produce with Yokohama's
brands are physically very similar to the private label we
produce. Our plant has tried to focus on the 16 and 17-inch
high-performance light truck tires in the hopes it would
insulate us from the import competition. Unfortunately that
has not been the case.

In early 2012, with the Safeguard tariff on --
and tires in place, our plant was producing up to 18,000
tires a day. That fell sharply once the tariffs were taken
off. As imports from China surged, our production dropped
to an average of 16,000 tires a day. By the end of 2014 we
were only producing 11,000 tires a day, a huge decline of
nearly 40% from the daily production we enjoyed in 2012.

The difference between our peak daily production with duties
in place and the lowest daily preduction in 2014 is a gap of
nearly 2.5 million tires a year.

WE also lost production due to reduced shifts and
overtime. Management cut shifts from our schedule.
Regularly, we were using one shift a week for maintenance
instead of production. Management greatly reduced overtime
which is an important source of income from our members and
their families. 1In March of 2014, management also stopped
hiring new workers to replace those lost to attrition. Due

to these pressures, management insisted that our most recent
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contract, which was ratified Jﬁne of last year, be
cost-neutral.

While our plant is protected from being shut down
for the life of the contract, there are no restrictions on
the number of.USW members that can potentially lose their
job. Last year, I testified that I worried Yokohama might
have to let workers go if Chinese imports continue to grow
and take our market share. Unfortunately, the surge only
accelerated as importers tried to stockpile Chinese tires
before the duties were put in place.

In January of this year, management did have to
lay off workers, cutting 29 jobs at our plant. The workers
were certified for trade adjustment assistance. These cuts
in production, hours and jobs were directly due to the rise
in volumes of Chinese imports that undercut our market after
the Safeguard duties expired. Yokohama's own public
statement show the management agrees it is Chinese imports
that have caused the injury we have suffered.

In its 2013 annual report, Yokohama explained
that the termination of the Safeguard Duties undermined its
sales in North America. In November of 2013, the President
of Yokohama was described in a news article as concerned
about the influx of Chinese tires into the US Market since
the tariffs ended. He noted that the low price imports from

China were affecting the prices for the whole range of tires
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on the market. In January of last year, Yokohama's
President explained that he expected to see increased
competition in the US Market, stating "there are many

low-cost imports which are impacting everyone in the market.

With duties in place to offset China's unfair

trade practices, the tide of Chinese imports is receding.

‘Our plant is already beginning to see some of the benefits

from the iow of 11,000 tires a day at the end of last year;
we are now producing 13,500 tires a day. Management is
hoping to get production back up to 14,000 tires a day by
the_end of the year, and of the 29 workers who were laid
off, 26 have already been rehired to replace workers lost to
attrition. Even with those improvements, we still have lots
of unused capacity. We have 43 tire machines in our plant,
but only have the manpower to run 31 machines. If duties
are allowed to continue and the market keeps improving it
would make it very easy for us to rapidly increase
production with the equipment we already have.
Unfortunately, if the duties end, our plant will
be in the crosshairs. We have already been hit hard by the
wave of low-price imports from 2012 to 2014 that I am not
sure how we would even survive even greater volumes of
Chinese imports. Chinese producers have large amounts of

excess capacity and have shown they are eager to penetrate
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our market. If no relief is put in place, I'm concerned
that our plant and our members of our local will suffer even
more injury than we already have, additional production
cuts, reducing hours and pay and more layoffs. I hope
the Commission will ensure this does not happen and allow
the benefits of the duties to endure by reaching an
affirmative determination in these investigations. .Thank
you.

CHAIRMAN BROADBENT: Thank you, Mr. Jones. Mr.
Secretary.

MR. BISHOP: Madam Chairman, our next
Congressional witness is the Honorable Tim Kaine, United
States Senator, Virginia.

CHAIRMAN BROADBENT: Welcome Senator Kaine. You
may begin when you're ready.

STATEMENT OF SENATOR TIM KAINE

SENATOR KAINE: Thank you very much Chairwoman
Broadbent and Commissioners. I appreciate the opportunity
to be here to testify. I am here on behalf of the people of
Virginia in support of the United Steelworkers Petition for
Relief from Dumped and Subsidized Imports of Passenger and
Light Truck Tires from China.

Last September, along with 29 other Senators and
I believe one testified earlier. There may be two, Senator

Sessions in brown. I sent a letter to the Department of
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Commerce in support of the department's decision to initiate
these investigations. In that letter, we noted the
importance of America's trade loss and the enforcement of
those laws in combating unfairly traded imports from China.
As we noted in the letter, when fair trade conditions are
restored and US producers are on a level playing field, we
are absolutely confident that American workers and companies
can out-compete anyone.

I believe that this important fact was shown a
few year ago when Chinese imports were subject to duties as
a result of the USW Safeguard Petition. I was glad that the
Commission and President stood up for American Manufacturers
and following imposition of tariffs, the volume of imports
from China fell significantly and prices began to improve.
In other words, the US Market found the stability that it
needed. We then saw rebounds in domestic production,
shipments and employment and eventually the industry was
able to earn the profit it desperately needed to reinvest
and grow. However, it's important to think about what
necessitated this relief.

From 2004 to 2008, imports of Chinese tires
soured. The market share of Chinese imports grew to
reasonably large numbers. At the same time, US production
decreased the market share for domestic producers fell and

thousands of workers lost their jobs. The surge in Chinese
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imports resulted in the closure or the announced closure of
US tire plants. If not for the Safeguard relief that was
granted, Chinese imports would have continued to cause
injury to the domestic industry.

The record before the commission today shows this
same pattern. Since 2012, China has been flooding the US
market with dumped and subsidized tires. The pre-hearing
staff report shows that imports from China increased to 84%
just between 2012 and 2014. The Commission's preliminary
determination indicates that the levels of underselling by
Chinese imports increased significantly after the Safeguard
measure expired, underscoring how important the Safeguard
relief was in bringing price stability and a leveling of the
playing field to the United States tire market.

While the Surge in Chinese imports occurred
during a time of economic recovery and increased domestic
consumption, Chinese imports benefitted from the US recovery
but the domestic industry didn't as US production and US
shipments declined. Thus the market share for Chinese
imports increased from 11.5% of the US market in 2012 to
over 19% by 2014 and this increase came at the direct
expense of domestic producers whose market share fell from
nearly 47% to 41.9% in the same period. American jobs were
lost during that period despite economic recovery and growth

and consumption of nearly 10%.
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Some of the jobs that were lost were at the
Yokohama plant in my home state of Virginia. The plant's
located in Salém Virginia which is right in the Roanoke
Valley in the Southwestern part of the state, has 910
employees including 718 US Steelworkers, some of them who
are here today. However, those numbers were not always the
case when the Safeguard Duty was in place the Salem plant
was producing 18,000 tires a day. After Safeguard relief
expired, Chinese imports surged and production in Salem
quickly dropped, falling to 16,000 tires in 2013 ana by June
of last year when these petitions were filed, the production
was down to 15,100.

I understand that the production continued to
fall in 2014, so in a period of strong growth in the
domestic demand for tires, the Yokohama plant reduced
production by nearly 40%, the direct result of surging
imports from China. Over the last decade, Chinese producers
have repeatedly inundated the US market with unfairly traded
tires and harmed US tire industry and the industry's works.
This has been driven by targeted Chinese Governmental
support policies and generous subsidies by the Chinese
government to benefit the Chinese tire industry.

The Department of Commerce Preliminary
countervailed 30 subsidy programs available to the Chinese

tire industry, resulting in subsidy margins ranging from
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11.74% to over 81%. Additionally, the Department of
Commerce made a preliminary finding that Chinese producers
were dumping tires in the US market at margins ranging from
19.17% to over 87%. I think we have to question how we
would expect anyone, anyone to compete against such massive
levels of dumping and subsidization.

However, just as Chinese producers retreated from
our market when the Safeguard Relief was imposed Chinese
imports again fell sharply after preliminary duties were
imposed in these investigations. Monthly reports from China
dropped in December of last year after preliminary
countervailing duties were imposed. 1In the first quarter of
this year, imports from China are below what they were in
the same period last year and the preliminary relief from
dumped and subsidized Chinese tires is making a huge
difference in Virginia. I understand production in Salem
has already begun to increase. The plant has been able to
recall some of the workers it had to lay off. This is
welcome news for domestic manufacturers in Virginia and
elsewhere.

When China's unfair trade practices are
neutralized through antidumping and countervailing‘duties,
the domestic industry can recover market share, volume and
employment that unfair trade practices have limited. I

personally believe that trade under the right conditions is
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important to the nation and especially important to Virginia
as a global gateway, but the right conditions have to
include vigorous enforcement. I hope you are able to find
in favor of the US manufacturers and allow them to compete
in this important industry at a time of growing domestic
demand on a level playing field. And with that, I thank you
to all the Commissioners for allowing me to testify today.

CHAIRMAN BROADBENT: Thank you Senator Kaine. Do
the Commissioners have any questions for Senator Kaine?

(No response.)

CHAIRMAN BROADBENT: Seeing no questions, we
appreciate your testimony and you may be on your way. Thank
you very much.

SENATOR KAINE: Thank you so much.

MR. BISHOP: Madam Chairman, that concludes the
Congressional testimony at this time.

MR. STEWART: We wanted to start with our
witnesses so that you could hear from the people on the
front line just how direct the competition is. My partner,
Elizabeth Drake, and I will now go through a slide
presentation with some of the facts. If you see me without
my glasses it's because of the age and whether or not I can
see close up with my glasses on.

(slide presentation.)

Over the period of investigation in these cases
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from 2012 to 2014, apparent consumption of passenger vehicle
and light-truck tires increased nearly 10 percent; yet U.S.
producers were unable to participate in any of the growth,
actually declining during the period. 99.3 percent of the
growth went to imports from China. The result was declines
in many of the statutory factors the Commission examines
such as capacity, production, shipments, market share, and
number of workers.

In a growing market, absent unfairly traded
imports from China surging into the market, the U.S.
industry should have been able to participate in the growth.
The inability to do so over the POI resulted in huge losses
to the domestic industry on all factors: from sales, to
production, to number of workers, hours worked, wages,
operating income, and operating margins.

As issues of domestic like-product and
negligibility are not contested by the parties, we turn next
to the volume of imports.

The Commission is charged with evaluating the
volume of imports from the subject country, including
whether the volume of imports, or any increase in the
volume, either in absolute terms or relative to production
or consumption is significant.

Under any of these measures, imports of PBLT

tires from China are significant. The volume of tires at 58
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million in 2014 out of a total market of 300 million is
significant absolutely. The rate of increase in imports
from China, 84.3, during the period juxtaposed to growth of
less than 10 percent is also obviously significant.

As a share of apparent consumption, it grew from
11.5 to 19.3. Such market share growth is significant. And
as compared to domestic production, it went from 21 percent
in 2012 to just under 40 percent in 2014.

Turning next to price effects of imports in the
U.S., the Commission looks at whether there's been
significant price under-selling by the subject imports. And
just as in the preliminary phase of the investigation, the
data gathered by the Commission's staff reveal under-selling
in 100 percent of the data compared and at significant
margins.

Moreover, as reflected in the staff reporg for
the questionnaire responses, price is an important
consideration as viewed by domestic producers, by importers,
and by purchasers, ranking first, second, and third
importance for the vast majority of responding parties.

As seen on this slide, for the four products for
which data are public in the staff report, the margins of
selling/under—selling increased over the POI typically by 10
to 20 percentage points. Such under-selling is significant.

Moreover, the under-selling resulted in price
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declines for each of the domestic products examined, with
Chinese price declines leading the way down, being much

larger than domestic declines, and with domestic declines

"exceeding the decline in cost-of-goods sold for the industry

in total for at least half of the products--a clear sign of
price depression.

As domestic producers stated during the period of
investigation--this is accord from the Yokohama president,

Chinese imports were the immediate cause of domestic price

declines, and such declines were experienced across the

market and not limited to any subset of the market based on
brand or tiers.

This view was not limited to domestic producers.
Here's a quote from the middle ofv2014 from a major importer
of PBLT and a distributor who has since been acquired by
another company here in the States, which shows the
importance of Chinese price and its effect not to limited
segments of the market but to the entire market for PBLTs in
the United States.

When one turns to impact, the Commission is
charged with evaluating all relevant economic factors within
the context of the business cycle and conditions to
competition that are distinctive to the affected industry.

As the staff report notes, most parties

responding to questionnaires agree that the PBLT industry
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has a business cycle. 1In our prehearing brief, the Economic
Congulting Services paper that is the appendix to our paper,
to our brief shows what the proper business cycle is,
basically noting that the industry tracks the cycle of the
overall economy as is shown by this particular slide.

The relevant cycle is a period of 2004 to 2014, a
period for which the Commission in fact has data for 9 of
the 11 years, and hence permitting you to indeed evaluate
the POI effects in the context of the business cycle.

There are two conditions of competition that are
distinctive to the PBLT industry during this particular
period of investigation and business cycle.

First, the existence of safeguard relief for part
of the period. And second, highly volatile raw material
costs which during the period of investigation experienced
unusually large declines.

The benefits of the Safeguard Rélief expired in

late September 2012. While the Relief was in place, the
domestic industry was able to stop the meteoric collapse of
the industry that had characterized the 2004-2009 period.
If you take a look at that trend line, you can only say the
decline is frightening, to say the least, and pretty much
straight-lined through 2009.

During that period, the domestic industry closed

five plants and announced the closure of three more plants,
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the last of which closed in 2011 and which resulted in the
reduction of domestic capacity by more than 70 million
tires.

Those who don't believe the Safeguard Relief was
helpful to the domestic industry ignore many, many things,
but this table shows that the relief permitted the domestic
industry even when there were three more plants closing to
stop the decline in production that they had been going
through for the five previous years.

They bottomed out in 2009. Production started
back up in 2010, and continued in 2011, and continued until
the import surge that began when the relief was eliminated.

This slide shows the enormous loss of market
share--all to China--that occurred each year from 2004 to
2009, and once again when importsg started to surge in late
2012.

This is a situation where the domestic industry
was losing between 2 and 4 percentage points of market share
year after year after year. The only years where that
didn't happen and where the industry was regaining market
shares were the years of Safeguard Relief.

The second distinctive condition of competition
in this case is the highly volatile nature of raw material
costs, which during the period of investigation saw sharp

declines in certain key raw materials like rubber inputs.
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Natural rubber prices are shown on this slide.
The Commission found in the 421 case that the domestic
industry had suffered price suppression from the low-price
surging imports from China at that time. The price
aggression during this POI led to declines in prices for
U.S. producers, again led by the Chinese.

The sharp decline in raw material costs merely
masked the effects of the price depression caused by Chinese
imports during the POTI.

Turning to the factors on the impact of imports
on the domestic industry the statute has the Commigsion
examine, one can see that there are wide-ranging absolute
declines during the POI for various domestic industry
performance criteria such as capacity, production,
utilization, shipments, average price, market share, and
production workers.

The absolute declines are greater when viewed
from the last year when 421 relief was in place, which is
2011. The ECS report that it referred to earlier examines a
wide range of factors across the business cycle which shows
staggering declines in nearly all criteria.

In fact, if you look at the impact we show three
columns: 2014, which is the business cycle; the last column,
the POI and 2011-2014, the period when--the last year when

Safeguard Relief was fully in place. Whether looking at the
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POI or business cycle, industry performance has been
distressed.

Indeed, the 2012-2014 period dhows a worsening of
many factors, despite the healthy increase in apparent
consumption if nearly 10 percent.

Over the business cycle, nearly all factors
declined 20 to 33 percent, despite apparent consumption
which in 2014 was just 2 percent lower than it was in 2004.

Next, but for the dumped and subsidized imports
from China, as we stated before, the domestic industry would
have performed much better during the POI. Indeed
production and net sales would have been more t