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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation Nos. 701-TA-522 and 731-TA-1258 (Preliminary)
CERTAIN PASSENGER VEHICLE AND LIGHT TRUCK TIRES FROM CHINA
DETERMINATIONS

On the basis of the record® developed in the subject investigations, the United States
International Trade Commission (Commission) determines, pursuant to sections 703(a) and
733(a) of the Tariff Act of 1930 (19 U.S.C. §§ 1671b(a) and 1673b(a)) (the Act), that there is a
reasonable indication that an industry in the United States is materially injured or threatened
with material injury by reason of imports from China of certain passenger vehicle and light truck
tires, provided for in subheadings 4011.10.10, 4011.10.50, 4011.20.10, and 4011.20.50 of the
Harmonized Tariff Schedule of the United States, that are alleged to be sold in the United States
at less than fair value (LTFV) and are allegedly subsidized by the Government of China.?

COMMENCEMENT OF FINAL PHASE INVESTIGATIONS

Pursuant to section 207.18 of the Commission’s rules, the Commission also gives notice
of the commencement of the final phase of its investigations. The Commission will issue a
final phase notice of scheduling, which will be published in the Federal Register as provided in
section 207.21 of the Commission’s rules, upon notice from the Department of Commerce
(Commerce) of affirmative preliminary determinations in the investigations under sections
703(b) or 733(b) of the Act, or, if the preliminary determinations are negative, upon notice of
affirmative final determinations in those investigations under sections 705(a) or 735(a) of the
Act. Parties that filed entries of appearance in the preliminary phase of the investigations
need not enter a separate appearance for the final phase of the investigations. Industrial
users, and, if the merchandise under investigation is sold at the retail level, representative
consumer organizations have the right to appear as parties in Commission antidumping and
countervailing duty investigations. The Secretary will prepare a public service list containing
the names and addresses of all persons, or their representatives, who are parties to the
investigations.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19
CFR § 207.2(f)).

2 Vice Chairman Dean A. Pinkert and Commissioners Irving A. Williamson and Rhonda K.
Schmidtlein determine that there is a reasonable indication that an industry in the United States is
materially injured by reason of imports of certain passenger vehicle and light truck tires from China.
Chairman Meredith M. Broadbent and Commissioners David S. Johanson and F. Scott Kieff determine
that there is a reasonable indication that an industry in the United States is threatened with material
injury by reason of imports of certain passenger vehicle and light truck tires from China.
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BACKGROUND

On June 3, 2014, a petition was filed with the Commission and Commerce by the United
Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers
International Union (“USW”), Pittsburgh, PA, alleging that an industry in the United States is
materially injured or threatened with material injury by reason of LTFV and subsidized imports
of certain passenger vehicle and light truck tires from China. Accordingly, effective June 3,
2014, the Commission instituted countervailing duty investigation No. 701-TA-522 and
antidumping duty investigation No. 731-TA-1258 (Preliminary).

Notice of the institution of the Commission’s investigations and of a public conference
to be held in connection therewith was given by posting copies of the notice in the Office of the
Secretary, U.S. International Trade Commission, Washington, DC, and by publishing the notice
in the Federal Register of June 9, 2014 (79 FR 32994). The conference was held in
Washington, DC, on June 24, 2014, and all persons who requested the opportunity were
permitted to appear in person or by counsel.



Views of the Commission

Based on the record in the preliminary phase of these investigations, we find that there
is a reasonable indication that an industry in the United States is materially injured or
threatened with material injury by reason of imports of passenger vehicle and light truck
(“PVLT”) tires from China that are allegedly sold in the United States at less than fair value and
that are allegedly subsidized by the government of China.!

I The Legal Standard for Preliminary Determinations

The legal standard for preliminary antidumping and countervailing duty determinations
requires the Commission to determine, based upon the information available at the time of the
preliminary determinations, whether there is a reasonable indication that a domestic industry is
materially injured or threatened with material injury, or that the establishment of an industry is
materially retarded, by reason of the allegedly unfairly traded imports.? In applying this
standard, the Commission weighs the evidence before it and determines whether “(1) the
record as a whole contains clear and convincing evidence that there is no material injury or
threat of such injury; and (2) no likelihood exists that contrary evidence will arise in a final
investigation.”?

Il. Background

The petitions in these investigations were filed on June 3, 2014 by the United Steel,
Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers
International Union, AFL-CIO, CLC (“USW” or “Petitioner”). Petitioner represents workers
producing certain passenger vehicle and light truck (“PVLT”) tires in the United States.
Petitioner appeared at the staff conference and submitted a postconference brief.

Two respondent entities participated in these investigations. The Sub-Committee of
Tire Producers of the China Chamber of Commerce of Metals, Minerals & Chemical Importers
(“CCCMC”) and the China Rubber Industry Association (“CRIA”) (collectively “Respondents”) are
trade associations whose members produce subject merchandise. Counsel for the CCCMC and

! Vice Chairman Pinkert and Commissioners Williamson and Schmidtlein find that there is a
reasonable indication that an industry in the United States is materially injured by reason of imports of
PVLT tires from China that are allegedly sold in the United States at less than fair value and that are
allegedly subsidized by the government of China. Chairman Broadbent and Commissioners Johanson
and Kieff find that there is a reasonable indication that an industry in the United States is threatened
with material injury by reason of imports of PVLT tires from China that are allegedly sold in the United
States at less than fair value and that are allegedly subsidized by the government of China.

219 U.S.C. §§ 1671b(a), 1673b(a) (2000); see also American Lamb Co. v. United States, 785 F.2d
994, 1001-04 (Fed. Cir. 1986); Aristech Chem. Corp. v. United States, 20 CIT 353, 354-55 (1996). No party
argues that the establishment of an industry in the United States is materially retarded by the allegedly
unfairly traded imports.

® American Lamb Co., 785 F.2d at 1001; see also Texas Crushed Stone Co. v. United States, 35
F.3d 1535, 1543 (Fed. Cir. 1994).



CRIA appeared at the staff conference and submitted a joint postconference brief. In addition,
several entities filed submissions opposing either the imposition of duties or some of
Petitioner’s factual claims. The Tire Industry Association (“TIA”), whose members were
reported to import directly or contract with suppliers for subject merchandise, submitted a
letter opposing the imposition of duties on PVLT tires from China.* Ford Motor Company
(“Ford”) provided a statement of information and, while it did not explicitly oppose the
petition, argued that Chinese companies are not a significant factor in the original equipment
segment of the U.S. PVLT tires market.” The law firm of Cozen O’Connor, representing Strategic
Import Supply, LLC; Strategic Tire Supply Group; and Strategic Tire Supply, U.S. importers of
subject merchandise, submitted a declaration by a professional in the tires industry, stating that
the Petitioner’s claims of material injury and threat of material injury are unfounded.®

U.S. industry data are based on the questionnaire responses of nine producers,
Bridgestone Americas Tire Operations, LLC (“Bridgestone”), Continental Tire The Americas, LLC
(“Continental”), Cooper Tire and Rubber Co. (“Cooper”), Goodyear Tire and Rubber Co.
(“Goodyear”), Michelin North America, Inc. (“Michelin”), Pirelli Tire LLC (“Pirelli”), Specialty
Tires of Americas, Inc. (“Specialty Tires”), Toyo Tire North America Manufacturing Inc. (“Toyo”),
and Yokohama Tire Corporation (“Yokohama”), accounting for virtually all of U.S. production of
PVLT tires in 2013. U.S. import data are based on official Commerce statistics. Information on
foreign producers in China is based on questionnaire responses of 53 producers of PVLT tires in
China, which accounted for 99.2 percent of subject imports in 2013, as well as public sources.’

lll. Domestic Like Product
A. Legal Standard

In determining whether there is a reasonable indication that an industry in the United
States is materially injured or threatened with material injury by reason of imports of the
subject merchandise, the Commission first defines the “domestic like product” and the
“industry.”® Section 771(4)(A) of the Tariff Act of 1930, as amended (“the Tariff Act”), defines
the relevant domestic industry as the “producers as a whole of a domestic like product, or
those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.”9 In turn, the Tariff Act defines

* Letter from TIA, EDIS document 536749 (“TIA Letter”).

> Letter from Ford, dated June 27, 2014, EDIS document 536910 (“Ford Letter”).

® Declaration of Mark Mineur, dated June 27, 2014, EDIS document 539614 (“Mineur
declaration”).

’ Data compiled from foreign producer questionnaires account for approximately 84 percent of
total production in China, according to industry data provided by the CRIA. Respondents’
Postconference Brief, Exhibit 9. Both Petitioner and Respondents agree that the Commission has broad
coverage of the subject tire industry as a whole. Conference transcript (“Tr.”) at 62 (Stewart), 135-136
(Durling), and 54 (Porter).

$19 U.5.C. § 1677(4)(A).

19 U.S.C. § 1677(4)(A).



“domestic like product” as “a product which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an investigation.”*

The decision regarding the appropriate domestic like product(s) in an investigation is a
factual determination, and the Commission has applied the statutory standard of “like” or
“most similar in characteristics and uses” on a case-by-case basis.'* No single factor is
dispositive, and the Commission may consider other factors it deems relevant based on the
facts of a particular investigation.12 The Commission looks for clear dividing lines among
possible like products and disregards minor variations.” Although the Commission must accept
Commerce’s determination as to the scope of the imported merchandise that is subsidized
and/or sold at less than fair value,** the Commission determines what domestic product is like
the imported articles Commerce has identified.’

B. Product Description

In its notice of initiation, Commerce defined the imported merchandise within the scope
of these investigations as follows:

119 U.s.C. § 1677(10).

! See, e.g., Cleo Inc. v. United States, 501 F.3d 1291, 1299 (Fed. Cir. 2007); NEC Corp. v.
Department of Commerce, 36 F. Supp. 2d 380, 383 (Ct. Int’| Trade 1998); Nippon Steel Corp. v. United
States, 19 CIT 450, 455 (1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’| Trade
1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991) (“every like product determination ‘must be made on the
particular record at issue’ and the ‘unique facts of each case’”). The Commission generally considers a
number of factors including the following: (1) physical characteristics and uses; (2) interchangeability;
(3) channels of distribution; (4) customer and producer perceptions of the products; (5) common
manufacturing facilities, production processes, and production employees; and, where appropriate, (6)
price. See Nippon, 19 CIT at 455 n.4; Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’| Trade
1996).

2 See, e.g., S. Rep. No. 96-249 at 90-91 (1979).

13 See, e.g., Nippon, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49; see also S. Rep. No. 96-249
at 90-91 (Congress has indicated that the like product standard should not be interpreted in “such a
narrow fashion as to permit minor differences in physical characteristics or uses to lead to the
conclusion that the product and article are not ‘like’ each other, nor should the definition of ‘like
product’ be interpreted in such a fashion as to prevent consideration of an industry adversely affected
by the imports under consideration.”).

14 See, e.g., USEC, Inc. v. United States, 34 Fed. App’x 725, 730 (Fed. Cir. 2002) (“The ITC may not
modify the class or kind of imported merchandise examined by Commerce.”); Algoma Steel Corp. v.
United States, 688 F. Supp. 639, 644 (Ct. Int’l Trade 1988), aff’'d, 865 F.3d 240 (Fed. Cir.), cert. denied,
492 U.S. 919 (1989).

> Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (the Commission
may find a single like product corresponding to several different classes or kinds defined by Commerce);
Cleo, 501 F.3d at 1298 n.1 (“Commerce’s {scope} finding does not control the Commission’s {like
product} determination.”); Torrington, 747 F. Supp. at 748-52 (affirming the Commission’s
determination defining six like products in investigations where Commerce found five classes or kinds).



The scope of this investigation is passenger vehicle and light truck tires.
Passenger vehicle and light truck tires are new pneumatic tires, of rubber,
with a passenger vehicle or light truck size designation. Tires covered by
this investigation may be tube-type, tubeless, radial, or non-radial,

and they may be intended for sale to original equipment manufacturers
or the replacement market.

Subject tires have, at the time of importation, the symbol "DOT" on the
sidewall, certifying that the tire conforms to applicable motor vehicle
safety standards. Subject tires may also have the following prefixes or
suffix in their tire size designation, which also appears on the sidewall of
the tire:

Prefix designations:

P - Identifies a tire intended primarily for service on passenger cars.
LT - Identifies a tire intended primarily for service on light trucks.

Suffix letter designations:

LT - Identifies light truck tires for service on trucks, buses, trailers, and
multipurpose passenger vehicles used in nominal highway service.

All tires with a "P" or "LT" prefix, and all tires with an "LT" suffix in their
sidewall markings are covered by this investigation regardless of their
intended use.

In addition, all tires that lack a "P" or "LT" prefix or suffix in their sidewall
markings, as well as all tires that include any other prefix or suffix in their
sidewall markings, are included in the scope, regardless of their intended
use, as long as the tire is of a size that is among the numerical size
designations listed in the passenger car section or light truck section of
the Tire and Rim Association Year Book, as updated annually.

Passenger vehicle and light truck tires, whether or not attached to wheels
or rims, are included in the scope. However, if a subject tire is imported
attached to a wheel or rim, only the tire is covered by the scope.

Specifically excluded from the scope of this investigation are the
following types of tires: (1) Racing car tires, defined as tires for use
exclusively on a race track; such tires do not bear the symbol "DOT" on
the sidewall; (2) new pneumatic tires, of rubber, of a size that is not listed
in the passenger car section or light truck section of the Tire and Rim
Association Year Book; (3) pneumatic tires, of rubber, that are not new,

6



including recycled and retreaded tires; and (4) non- pneumatic tires, such
as solid rubber tires.'®

Passenger vehicle (“PV”) tires are designed for use on standard-type passenger cars and
associated vehicles such as sports utility vehicles (“SUVs”) and other multipurpose passenger
vehicles, including light trucks, while light truck (“LT”) tires are those usually used specifically
for light trucks or multipurpose passenger vehicles."” All PVLT tires sold in the U.S. market must
meet the same National Highway Traffic Safety Administration (“NHTSA”) standards and be
marked in accordance with NHTSA and United States Department of Transportation (“DOT”)
requirements.” PVLT tires of varying sizes and design configurations, radial or nonradial, tube
type or tubeless, are produced domestically or imported into the United States to be used
either on original equipment (“OEM”) vehicles or as replacements on used vehicles, each
subject to the same motor vehicle standards for safety, performance, quality grade, and
marking.” Today’s domestic PVLT tires typically range from 13 to 24 inches in rim diameter and
are principally of tubeless steel belted radial ply design.”

C. Analysis

Petitioner contends that the domestic like product should be defined as a single like
product consisting of all PVLT tires described in the scope definition.”! For purposes of these
preliminary investigations, Respondents concur with Petitioner’s domestic like product
definition.”?

For the reasons discussed below, we define the domestic like product to be coextensive
with the scope of these investigations, i.e., PVLT tires.

Physical Characteristics and Uses. The evidence in the preliminary phase of these
investigations indicates that all PVLT tires have the same physical characteristics and uses. PVLT
tires are produced largely from the same basic raw materials (e.g., natural and synthetic
rubber, carbon black, oils, etc.) and have the same basic components (e.g., inner liner, body ply,

18 Certain Passenger Vehicle and Light Truck Tires from the People’s Republic of China: Initiation
of Countervailing Duty Investigation, 79 Fed. Reg. 42285, 42888-89 (July 21, 2014) (“Countervailing Duty
Investigation”); Certain Passenger Vehicle and Light Truck Tires from the People’s Republic of China:
Initiation of Antidumping Duty Investigation, 79 Fed. Reg. 42292, 42297-98 (July 21, 2014)
(“Antidumping Duty Investigation”).

7 Confidential Report (“CR”) at I-11; Public Report (“PR”) at I-8.

8 CRat1-15-1-17; PR at I-10 — I-12. PVLT tire definitions and standards are articulated under
Title 49 of the Code of Federal Regulations (CFR), Federal Motor Vehicle Safety Standards, Part 571,
Standard Nos. 139 and 119. CR at I-15; PR at I-10.

Y CRatI-11; PR at I-8.

°CR at I-11; PR at I-8.

*! petition at I-3 — I-6.

22 Respondents’ Postconference Brief at 2.



sidewall beads, apex, belt package, tread, and cushion gum).?®> All PVLT tires have the same end
uses — to be mounted on the wheels of passenger vehicles and light trucks.?*

Manufacturing Facilities, Production Processes and Employees. The evidence in the
preliminary phase of these investigations indicates that domestic PVLT tires are produced using
common manufacturing facilities, employees and production processes.25 PVLT tires are
produced using a process that begins with the mixing of specific chemicals (natural rubber,
synthetic rubber, carbon black, and other chemicals) to form various rubber compounds. The
tread is made from one compound, the carcass from another, and the sidewalls from a third.
The compounds are then combined with the steel cord and textiles when appropriate, and the
whole is formed into a specific shape, an uncured “green” tire. The green tire is then placed
into a mold and cured or vulcanized at elevated temperature and pressure, which causes the
tire to take on the configuration of the mold and leads to a non-reversible chemical change in
the compound to form the resilient type of rubber found in a finished tire. Finished tires are
coded to track their whereabouts and to identify the plant of manufacture and the individual
tire builder.”®

The majority of domestic producers produce both passenger vehicle and light truck tires
in the same production facilities using the same production equipment and production-related
workers.”” Two of the nine responding U.S. producers reported a limited ability to switch
production from PVLT tires to other products.?®

Channels of Distribution. During the period of investigation, U.S. producers’ U.S.
shipments to the OEM market accounted for about a quarter of their total shipments, with the
remainder going to the replacement market. %

Interchangeability. While PVLT tires must be of a specific size to fit an individual
passenger vehicle or light truck, tires with different features can fit the same vehicle and
generally be used interchangeably.*

Producer and Customer Perceptions. There is nothing in the record to contradict
Petitioner’s assertion that customers and producers view PVLT tires as a single product
category.*!

Price. There is some variation in prices for PVLT tires according to size and features.*

> CR at I-12 — I-14; PR at I-8 — I-10; Petition at I-4.

** CR at I-11, 11-8; PR at I-8, I-5; Petition at I-4.

25 CR at I-11 — I-25; PR at I-8 — I-18; Petition at I-4.

% CR at 1-19 —1-25; PR at I-13 — I-18.

?7 Petition at I-6 & Exhibit 3.

8 CR at II-5; PR at lI-4.

 CR at II-1—11-2; PR at lI-1; CR/PR at Table II-1.

0 petition at I-4. At the conference, Petitioner indicated that there is a difference between tires
with the same numeric size that do or do not have the “P” prefix. Conference Tr. at 69-70 (Drake). The
“P” prefix designates American sizes, while tires without that prefix are European or globally
harmonized sizes that would not be used interchangeably with domestic tires bearing the “P” prefix. Id.

31 petition at I-6.

32 CR/PR at Tables V-4 — V-9.



Conclusion. Based on the record in the preliminary phase of these investigations, we
define a single domestic like product coextensively with the scope, consisting of PVLT tires. All
PVLT tires are produced using the same basic raw materials, have the same basic components,
and have the same end uses. Although PVLT tires can vary in size and design features, there do
not appear to be any clear dividing lines based on physical characteristics. Moreover, no party
has asserted a contrary argument.

IV. Domestic Industry
A. Legal Standard

The domestic industry is defined as the domestic “producers as a whole of a domestic
like product, or those producers whose collective output of a domestic like product constitutes
a major proportion of the total domestic production of the product.”* In defining the domestic
industry, the Commission’s general practice has been to include in the industry producers of all
domestic production of the like product, whether toll-produced, captively consumed, or sold in
the domestic merchant market.

B. Related Parties

We must determine whether any producer of the domestic like product should be
excluded from the domestic industry pursuant to Section 771(4)(B) of the Tariff Act. This
provision allows the Commission, if appropriate circumstances exist, to exclude from the
domestic industry producers that are related to an exporter or importer of subject merchandise
or which are themselves importers.>* Exclusion of such a producer is within the Commission’s
discretion based upon the facts presented in each investigation.*

The record indicates that nine domestic producers produced PVLT tires during the
period of investigation: Bridgestone, Continental, Cooper, Goodyear, Michelin, Pirelli, Specialty
Tires, Toyo, and Yokohama. Of these firms, *** domestic producers (***) are subject to
possible exclusion under the related parties provision. *** 3

$19 U.S.C. §1677(4)(A).

3 See Torrington Co. v. United States, 790 F. Supp. 1161, 1168 (Ct. Int’| Trade 1992), aff’d
without opinion, 991 F.2d 809 (Fed. Cir. 1993); Sandvik AB v. United States, 721 F. Supp. 1322, 1331-32
(Ct. Int’l Trade 1989), aff'd mem., 904 F.2d 46 (Fed. Cir. 1990); Empire Plow Co. v. United States, 675 F.
Supp. 1348, 1352 (Ct. Int’| Trade 1987).

% The primary factors the Commission has examined in deciding whether appropriate
circumstances exist to exclude a related party include the following:

(1) the percentage of domestic production attributable to the importing producer;

(2) the reason the U.S. producer has decided to import the product subject to investigation, i.e.,
whether the firm benefits from the LTFV sales or subsidies or whether the firm must import in order to
enable it to continue production and compete in the U.S. market; and

(3) the position of the related producer vis-a-vis the rest of the industry, i.e., whether inclusion
or exclusion of the related party will skew the data for the rest of the industry. See, e.g., Torrington Co.
v. United States, 790 F. Supp. at 1168.

*® CR at IlI-4 - 111-; PR at II-4 — I1I-6; CR/PR at Table I1I-8.



Petitioner contends that the Commission should not exclude any domestic producer
from the domestic industry for purposes of its preliminary determinations.>’ Respondents
likewise contend that the Commission should not exclude any domestic producer from the
domestic industry.38

We discuss below whether appropriate circumstances exist to exclude any of the related
party producers from the domestic industry. For purposes of their preliminary determinations,
Chairman Broadbent, Commissioner Johanson, and Commissioner Kieff define the domestic
industry to be all domestic producers of PVLT tires. For the purposes of their preliminary
determinations, Vice Chairman Pinkert, Commissioner Williamson, and Commissioner
Schmidtlein define the domestic industry to be all domestic producers of PVLT tires except for
%k %k k

kA% kE* was the *** domestic producer during the period of investigation, accounting
for *** percent of domestic production during that time.* Its production volume *** from
2011 to 2013, although it was ***.*° ***_ During both periods, its ratio of subject imports to
domestic production was *** percent.** *** * |ts ratio of operating income to net sales was
#*x 43 xx% \ith respect to the petition.

We find that appropriate circumstances do not exist to exclude *** from the domestic
industry for the purposes of the preliminary phase of these investigations. It appears to be
more interested in domestic production than importation of subject merchandise. Although its
operating margins were ***, this does not appear to be attributable to its ***,

*kk *E* was the *** domestic producer during the period of investigation, accounting
for *** percent of domestic production during that time.*® Its production volume *** 47 ***.
its ratio of subject imports to its domestic production was ***.*® *** explained that it imported
subject merchandise ***.*° Its ratio of operating income to net sales was ***.>° *** the
petition.51

44 45

3’ petitioner’s Postconference Brief at 6 and Responses to Staff Questions at Question 7.
Petitioner indicated that its position could change in future proceedings. Petitioner’s Postconference
Brief at 6 n.15 and Responses to Staff Questions at Question 12, pp. 6-7.

38 Respondents’ Postconference Brief at 2-3 & Exhibit 1.

 CR/PR at Table IlI-1.

“® CR/PR at Table IlI-5.

*! CR/PR at Table IlI-8.

* CR at 11-17; PR at I11-12.

> CR/PR at Table VI-2.

* CR/PR at Table III-1.

** Vice Chairman Pinkert does not rely upon related producers’ financial performance in
determining whether there are appropriate circumstances to exclude them from the domestic industry.
In his view, the present record is not sufficient to link any producer’s profitability to a specific benefit it
derives from its related party status.

“® CR/PR at Table IlI-1.

*” CR/PR at Table IlI-5.

“® CR/PR at Table IlI-8.

9 CRat I11-17; PR at I11-12; ***’s Importer Questionnaire Response.
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We find that appropriate circumstances do not exist to exclude *** from the domestic
industry for the purposes of the preliminary phase of these investigations. It appears to be
more interested in domestic production than importation of subject merchandise. Although
*** operating margins were ***, this does not appear to be attributable to its ***, and its
operating margins were ***,

*Akk *** was the *** domestic producer during the period of investigation, accounting
for *** percent of domestic production during that time.>® Its production volume *** from
2011 to 2013, although it was ***.>3 ***_|ts ratio of subject imports to domestic production
was *** percent in interim 2013 and interim 2014, respectively.>® ***>° |ts ratio of operating
income to net sales *** >® *** with respect to the petition.”’

We find that appropriate circumstances do not exist to exclude *** from the domestic
industry for the purposes of the preliminary phase of these investigations. It appears to be
more interested in domestic production than importation of subject merchandise. Although it
%k %k %k

kA% kE* was the *** domestic producer during the period of investigation, accounting
for *** percent of domestic production.?® Its production volume *** from 2011 to 2013,
although it was *** >° *** representing *** percent of its domestic production during that
period.?® *** 51 *** ratio of operating income to net sales ***.°% |t *** with respect to the
petition.63

We find that appropriate circumstances do not exist to exclude *** from the domestic
industry for the purposes of the preliminary phase of these investigations. *** imported ***
and does not appear to have derived any significant financial benefit from its importation given
that its financial results for *** were *** the industry average.

*kk *E* was the *** domestic producer during the period of investigation, accounting
for *** percent of domestic production.® Its production volume *** from 2011 to 2013,
although it was *** 5 *** % |t ratio of subject imports to domestic production was ***

(...Continued)

% CR/PR at Table VI-2.

L CR/PR at Table IlI-1.

2 CR/PR at Table IlI-1.

>3 CR/PR at Table III-5.

>* CR/PR at Table I11-8.

> CR at 1II-17 — 111-18; PR at l1I-12; ***’s Importer Questionnaire Response.
6 CR/PR at Table VI-2.

>’ CR/PR at Table IlI-1.

8 CR/PR at Table III-1.

9 CR/PR at Table III-5.

%0 CR/PR at Table I1I-8.

1 CR at I1I-18; PR at [1I-12; ***’s Importer Questionnaire Response.
52 CR/PR at Table VI-2.

%3 CR/PR at Table IlI-1.

% CR/PR at Table IlI-1.

5 CR/PR at Table IlI-5.
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percent in interim 2013 and interim 2104, respectively.®’” *** 58 *** ratio of operating income
to net sales ***.59 |t *** with respect to the petition.”®

We find that appropriate circumstances do not exist to exclude *** from the domestic
industry for the purposes of the preliminary phase of these investigations. Although it ***,
Moreover, there is no clear correlation between *** imports of subject merchandise and its
financial performance during the period of investigation. Its performance relative to other
domestic producers was *** ratios of subject imports to production.”*

*Akk *** was the *** domestic producer during the period of investigation, accounting
for *** percent of domestic production.’”? Its production volume *** from 2011 to 2013,
although it was ***.7 |t *** 7% |ts ratio of subject imports to domestic production was ***
percent in interim 2013 and interim 2104, respectively.”> *** 7® *** ratjo of operating income
to net sales ***.”7 |t *** with respect to the petition.”®

Chairman Broadbent, Commissioner Johanson, and Commissioner Kieff find that
appropriate circumstances do not exist to exclude *** from the domestic industry as a related
party. They find that *** accounts for such a small share of domestic production that its
exclusion would have minimal effect on the aggregate data for the domestic industry.
Moreover, none of the parties seeks its exclusion from the industry.

Vice Chairman Pinkert, Commissioner Williamson, and Commissioner Schmidtlein find
that appropriate circumstances exist to exclude *** from the domestic industry for purposes of
these preliminary determinations. They determine that, by virtue of its very high ratios of
subject imports to domestic production, *** principal interest appears to lie in importation
rather than domestic production.

*kk *E* was the *** domestic producer during the period of investigation, accounting
for *** percent of domestic production.”® Its production volume *** from 2011 to 2013 and
was *** 80 xxx ¢ kkk Bl yig ratio of subject imports to domestic production was *** percent in

(...Continued)

% CR/PR at Table I1I-8.

" CR/PR at Table I1I-8.

®8 CR at I1I-18; PR at I11-12; ***’s Importer Questionnaire Response.
% CR/PR at Table VI-2.

"9 CR/PR at Table IlI-1.

"L CR/PR at Tables I1I-5 & VI-2.

2 CR/PR at Table I1I-1.

3 CR/PR at Table III-5.

4 CR/PR at Table I1I-8.

> CR/PR at Table I1I-8.

75 CR at I11-18; PR at I11-12; ***’s Importer Questionnaire Response.
"7 CR/PR at Table VI-2.

8 CR/PR at Table I1I-1.

’° CR/PR at Table III-1.

8 CR/PR at Table III-5.

8L CR/PR at Table I1I-8.
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interim 2013 and interim 2104, respectively.?? *** 8 *** ratjo of operating income to net
sales *** 8 |t *** with respect to the petition.®

We find that appropriate circumstances do not exist to exclude *** from the domestic
industry for the purposes of the preliminary phase of these investigations. Although it ***, it
appears to be more interested in domestic production than importation of subject
merchandise. Moreover, *** does not appear to have derived any significant financial benefit
from its importation given that its financial results were *** the industry average.

Conclusion. Chairman Broadbent and Commissioners Johanson and Kieff define the
domestic industry as all U.S. producers of PVLT tires. Vice Chairman Pinkert and Commissioners
Williamson and Schmidtlein define the domestic industry as all U.S. producers of PVLT tires
except ***,

V. Legal Standards

In the preliminary phase of antidumping and countervailing duty investigations, the
Commission determines whether there is a reasonable indication that an industry in the United
States is materially injured or threatened with material injury by reason of the imports under
investigation.®® In making this determination, the Commission must consider the volume of
subject imports, their effect on prices for the domestic like product, and their impact on
domestic producers of the domestic like product, but only in the context of U.S. production
operations.?” The statute defines “material injury” as “harm which is not inconsequential,
immaterial, or unimportant.”® In assessing whether there is a reasonable indication that the
domestic industry is materially injured by reason of subject imports, we consider all relevant
economic factors that bear on the state of the industry in the United States.®® No single factor
is dispositive, and all relevant factors are considered “within the context of the business cycle
and conditions of competition that are distinctive to the affected industry.”*

Although the statute requires the Commission to determine whether there is a
reasonable indication that the domestic industry is “materially injured by reason of” unfairly
traded imports,” it does not define the phrase “by reason of,” indicating that this aspect of the

8 CR/PR at Table I1I-8.

8 CRat I11-18; PR at I11-12; ***’s Importer Questionnaire Response.

8 CR/PR at Table VI-2.

8 CR/PR at Table III-1.

819 U.S.C. §§ 1671b(a), 1673b(a).

8719 U.S.C. § 1677(7)(B). The Commission “may consider such other economic factors as are
relevant to the determination” but shall “identify each {such} factor ... {a}nd explain in full its relevance
to the determination.” 19 U.S.C. § 1677(7)(B).

#19 U.5.C. § 1677(7)(A).

819 U.S.C. § 1677(7)(C)(iii).

%19 U.S.C. § 1677(7)(C)(iii).

119 U.S.C. §§ 1671b(a), 1673b(a).
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injury analysis is left to the Commission’s reasonable exercise of its discretion.” In identifying a
causal link, if any, between subject imports and material injury to the domestic industry, the
Commission examines the facts of record that relate to the significance of the volume and price
effects of the subject imports and any impact of those imports on the condition of the domestic
industry. This evaluation under the “by reason of” standard must ensure that subject imports
are more than a minimal or tangential cause of injury and that there is a sufficient causal, not
merely a temporal, nexus between subject imports and material injury.93

In many investigations, there are other economic factors at work, some or all of which
may also be having adverse effects on the domestic industry. Such economic factors might
include nonsubject imports; changes in technology, demand, or consumer tastes; competition
among domestic producers; or management decisions by domestic producers. The legislative
history explains that the Commission must examine factors other than subject imports to
ensure that it is not attributing injury from other factors to the subject imports, thereby
inflating an otherwise tangential cause of injury into one that satisfies the statutory material
injury threshold.®® In performing its examination, however, the Commission need not isolate
the injury caused by other factors from injury caused by unfairly traded imports.”> Nor does the

2 Angus Chemical Co. v. United States, 140 F.3d 1478, 1484-85 (Fed. Cir. 1998) (“{T}he statute
does not ‘compel the commissioners’ to employ {a particular methodology}.”), aff'g 944 F. Supp. 943,
951 (Ct. Int’l Trade 1996).

% The Federal Circuit, in addressing the causation standard of the statute, has observed that
“{a}s long as its effects are not merely incidental, tangential, or trivial, the foreign product sold at less
than fair value meets the causation requirement.” Nippon Steel Corp. v. USITC, 345 F.3d 1379, 1384
(Fed. Cir. 2003). This was re-affirmed in Mittal Steel Point Lisas Ltd. v. United States, 542 F.3d 867, 873
(Fed. Cir. 2008), in which the Federal Circuit, quoting Gerald Metals, Inc. v. United States, 132 F.3d 716,
722 (Fed. Cir. 1997), stated that “this court requires evidence in the record ‘to show that the harm
occurred “by reason of” the LTFV imports, not by reason of a minimal or tangential contribution to
material harm caused by LTFV goods.”” See also Nippon Steel Corp. v. United States, 458 F.3d 1345,
1357 (Fed. Cir. 2006); Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed. Cir.
2001).

% SAA, H.R. Rep. 103-316, Vol. | at 851-52 (1994) (“{T}he Commission must examine other
factors to ensure that it is not attributing injury from other sources to the subject imports.”); S. Rep. 96-
249 at 75 (1979) (the Commission “will consider information which indicates that harm is caused by
factors other than less-than-fair-value imports.”); H.R. Rep. 96-317 at 47 (1979) (“in examining the
overall injury being experienced by a domestic industry, the ITC will take into account evidence
presented to it which demonstrates that the harm attributed by the petitioner to the subsidized or
dumped imports is attributable to such other factors;” those factors include “the volume and prices of
nonsubsidized imports or imports sold at fair value, contraction in demand or changes in patterns of
consumption, trade restrictive practices of and competition between the foreign and domestic
producers, developments in technology and the export performance and productivity of the domestic
industry”); accord Mittal Steel, 542 F.3d at 877.

% SAA at 851-52 (“{T}he Commission need not isolate the injury caused by other factors from
injury caused by unfair imports.”); Taiwan Semiconductor Industry Ass’n , 266 F.3d at 1345. (“{T}he
Commission need not isolate the injury caused by other factors from injury caused by unfair imports ... .
Rather, the Commission must examine other factors to ensure that it is not attributing injury from other
(Continued...)
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III

“by reason of” standard require that unfairly traded imports be the “principal” cause of injury
or contemplate that injury from unfairly traded imports be weighed against other factors, such
as nonsubject imports, which may be contributing to overall injury to an industry.”® It is clear
that the existence of injury caused by other factors does not compel a negative
determination.”’

Assessment of whether material injury to the domestic industry is “by reason of” subject
imports “does not require the Commission to address the causation issue in any particular way”
as long as “the injury to the domestic industry can reasonably be attributed to the subject
imports” and the Commission “ensure{s} that it is not attributing injury from other sources to
the subject imports."98 % Indeed, the Federal Circuit has examined and affirmed various
Commission methodologies and has disavowed “rigid adherence to a specific formula.”*%

(...Continued)

sources to the subject imports.” (emphasis in original)); Asociacion de Productores de Salmon y Trucha
de Chile AG v. United States, 180 F. Supp. 2d 1360, 1375 (Ct. Int’l Trade 2002) (“{t}he Commission is not
required to isolate the effects of subject imports from other factors contributing to injury” or make
“bright-line distinctions” between the effects of subject imports and other causes.); see also Softwood
Lumber from Canada, Inv. Nos. 701-TA-414 and 731-TA-928 (Remand), USITC Pub. 3658 at 100-01 (Dec.
2003) (Commission recognized that “{i}f an alleged other factor is found not to have or threaten to have
injurious effects to the domestic industry, i.e., it is not an ‘other causal factor,’ then there is nothing to
further examine regarding attribution to injury”), citing Gerald Metals, 132 F.3d at 722 (the statute
“does not suggest that an importer of LTFV goods can escape countervailing duties by finding some
tangential or minor cause unrelated to the LTFV goods that contributed to the harmful effects on
domestic market prices.”).

%S, Rep. 96-249 at 74-75; H.R. Rep. 96-317 at 47.

%’ See Nippon, 345 F.3d at 1381 (“an affirmative material-injury determination under the statute
requires no more than a substantial-factor showing. That is, the ‘dumping’ need not be the sole or
principal cause of injury.”).

% Mittal Steel, 542 F.3d at 877-78; see also id. at 873 (“While the Commission may not enter an
affirmative determination unless it finds that a domestic industry is materially injured ‘by reason of’
subject imports, the Commission is not required to follow a single methodology for making that
determination ... {and has} broad discretion with respect to its choice of methodology.”) citing United
States Steel Group v. United States, 96 F.3d 1352, 1362 (Fed. Cir. 1996) and S. Rep. 96-249 at 75.

% Vice Chairman Pinkert does not join this paragraph or the following three paragraphs. He
points out that the Federal Circuit, in Bratsk, 444 F.3d 1369, and Mittal Steel, held that the Commission
is required, in certain circumstances when considering present material injury, to undertake a particular
kind of analysis of non-subject imports, albeit without reliance upon presumptions or rigid formulas.
Mittal Steel explains as follows:

What Bratsk held is that “where commodity products are at issue and fairly traded, price

competitive, non-subject imports are in the market,” the Commission would not fulfill

its obligation to consider an important aspect of the problem if it failed to consider

whether non-subject or non-LTFV imports would have replaced LTFV subject imports

during the period of investigation without a continuing benefit to the domestic industry.

444 F.3d at 1369. Under those circumstances, Bratsk requires the Commission to

consider whether replacement of the LTFV subject imports might have occurred during
(Continued...)
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The Federal Circuit’s decisions in Gerald Metals, Bratsk, and Mittal Steel all involved
cases in which the relevant “other factor” was the presence in the market of significant
volumes of price-competitive nonsubject imports. The Commission interpreted the Federal
Circuit’s guidance in Bratsk as requiring it to apply a particular additional methodology
following its finding of material injury in cases involving commodity products and a significant
market presence of price-competitive nonsubject imports..101 The additional
“replacement/benefit” test looked at whether nonsubject imports might have replaced subject
imports without any benefit to the U.S. industry. The Commission applied that specific
additional test in subsequent cases, including the Carbon and Certain Alloy Steel Wire Rod from
Trinidad and Tobago determination that underlies the Mittal Steel litigation.

Mittal Steel clarifies that the Commission’s interpretation of Bratsk was too rigid and
makes clear that the Federal Circuit does not require the Commission to apply an additional
test nor any one specific methodology; instead, the court requires the Commission to have
“evidence in the record ‘to show that the harm occurred ‘by reason of’ the LTFV imports,’” and
requires that the Commission not attribute injury from nonsubject imports or other factors to
subject imports.'® Accordingly, we do not consider ourselves required to apply the
replacement/benefit test that was included in Commission opinions subsequent to Bratsk.

The progression of Gerald Metals, Bratsk, and Mittal Steel clarifies that, in cases
involving commodity products where price-competitive nonsubject imports are a significant
factor in the U.S. market, the Court will require the Commission to give full consideration, with
adequate explanation, to non-attribution issues when it performs its causation analysis.'®?

The question of whether the material injury threshold for subject imports is satisfied
notwithstanding any injury from other factors is factual, subject to review under the substantial

(...Continued)

the period of investigation, and it requires the Commission to provide an explanation of

its conclusion with respect to that factor.
542 F.3d at 878.

1% Nucor Corp. v. United States, 414 F.3d 1331, 1336, 1341 (Fed. Cir. 2005); see also Mittal Steel,
542 F.3d at 879 (“Bratsk did not read into the antidumping statute a Procrustean formula for
determining whether a domestic injury was ‘by reason’ of subject imports.”).

1% Mittal Steel, 542 F.3d at 875-79.

102 pjittal Steel, 542 F.3d at 873 (quoting from Gerald Metals, 132 F.3d at 722), 875-79 & n.2
(recognizing the Commission’s alternative interpretation of Bratsk as a reminder to conduct a non-
attribution analysis).

193 1o that end, after the Federal Circuit issued its decision in Bratsk, the Commission began to
present published information or send out information requests in final phase investigations to
producers in nonsubject countries that accounted for substantial shares of U.S. imports of subject
merchandise (if, in fact, there were large nonsubject import suppliers). In order to provide a more
complete record for the Commission’s causation analysis, these requests typically seek information on
capacity, production, and shipments of the product under investigation in the major source countries
that export to the United States. The Commission plans to continue utilizing published or requested
information in final phase investigations in which there are substantial levels of nonsubject imports.
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evidence standard.'®

of the agency’s institutional expertise in resolving injury issues.

Congress has delegated this factual finding to the Commission because
105

VI. Conditions of Competition and the Business Cycle'®®

The following conditions of competition inform our analysis of whether there is a
reasonable indication of material injury or threat of material injury by reason of subject
imports.

A. Demand Conditions

U.S. demand for PVLT tires stems from demand in the two distinct markets identified
above — the OEM market, which accounts for approximately 25 percent of the PVLT tires
market, and the replacement market, which accounts for about 75 percent.107 Demand for
PVLT tires in the OEM market depends on the number of new passenger vehicles and light
trucks produced in the United States, while demand for PVLT tires in the replacement market
depends on the condition of tires on existing vehicles, the number of miles driven, road
conditions, and other factors.'® The average age of U.S. vehicles increased by almost 18
percent over the past decade, contributing to the importance of the replacement market during
that time.'®

PVLT tires account for a small share of the cost of the vehicles on which they are

d."% Substitutes for PVLT tires are very limited. All U.S. producers and the vast majority of
111

use
responding importers reported that there are no substitutes for PVLT tires.

1% We provide in our respective discussions of volume, price effects, and impact a full analysis of

other factors alleged to have caused any material injury experienced by the domestic industry.

19 npittal Steel, 542 F.3d at 873; Nippon Steel Corp., 458 F.3d at 1350, citing U.S. Steel Group, 96
F.3d at 1357; S. Rep. 96-249 at 75 (“The determination of the ITC with respect to causation is ... complex
and difficult, and is a matter for the judgment of the ITC.”).

19 pyrsuant to Section 771(24) of the Tariff Act, imports from a subject country of merchandise
corresponding to a domestic like product that account for less than 3 percent of all such merchandise
imported into the United States during the most recent 12 months for which data are available
preceding the filing of the petition shall be deemed negligible. 19 U.S.C. §§ 1671b(a), 1673b(a),
1677(24)(A)(i), 1677(24)(B); see also 15 C.F.R. § 2013.1 (developing countries for purposes of 19 U.S.C. §
1677(36)). Negligibility is not an issue in these investigations. The data available, based on official
Commerce statistics, indicate that subject imports exceed the requisite 3 percent statutory negligibility
threshold. From June 2013 to May 2014, subject imports from China accounted for 31.8 percent of total
U.S. imports of PVLT tires by quantity. CR at IV-8; PR at IV-7.

7 CR/PR at II-1.

1% CR at II-7; PR at II-5.

19 CR at 11-2; PR at II-1. Respondents contend that the increase in age of U.S. vehicles was a
result of the recession and that demand for new cars is currently growing as those vehicles reach a
higher age. Tr. at 129 (Bidlingmaier).

"9 CR at I1-8; PR at II-5.

" CRat II-10; PR at I-7.
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Demand, as measured by apparent U.S. consumption, increased slightly from 278.6
million tires in 2011 to 278.8 million tires in 2012, before increasing to 294.9 million tires in
2013, resulting in an overall increase of 5.9 percent.'*? Only a minority of questionnaire
respondents reported that the U.S. PVLT tires market was subject to business cycles, but most
U.S. producers and importers reported that U.S. demand for PVLT tires had increased since
January 2011.'%3

B. Supply Conditions

Sources of supply to the U.S. market during the period of investigation included the
domestic industry, subject imports, and imports from nonsubject sources.

The domestic industry was the largest source of PVLT tires, although its share of the U.S.
market declined throughout the period of investigation, falling from 49.9 percent in 2011 to
47.5 percent in 2012 and 43.3 percent in 2013, representing an overall decline of 6.5
percentage points."™* The largest U.S. producers are Bridgestone, Cooper, Goodyear, and
Michelin.'* During the period of investigation, Goodyear closed its plant in Union City, TN,
while U.S. producer Continental opened a plant in 2014.'® Seven firms reported expansions of
existing facilities and/or investments in new equipment, while three firms reported prolonged
shutdowns or production curtailments.'” The domestic industry’s capacity declined slightly
each year from 2011 to 2013, but was slightly higher in interim 2014 than in interim 2013."®

Imports of PVLT tires from nonsubject sources held the second-largest share of the U.S.
market during the period of investigation, although nonsubject imports’ share of the U.S.
market declined from 41.3 percent in 2011 to 41.2 percent in 2012 and 39.4 percent in 2013,

12 CR/PR at Table C-1. Apparent U.S. consumption was 5.3 percent higher in interim 2014, at

70.9 million tires, than it was in interim 2013, at 67.4 million tires. /d.

"2 CRat II-8 — 11-9; PR at II-5 — II-6; CR/PR at Table II-3.

114 CR/PR at Table C-1. The domestic industry’s market share was 43.7 percent in interim 2013
and 42.2 percent in interim 2014. Id. These data include all domestic producers. When *** is
excluded from the domestic industry, the market share of the remaining producers is ***. See
Supplemental Table C-2, EDIS Document 538751 (“Supplemental Table C-2”).

115 CR at I-3; PR at I-3. Several of the domestic producers are unionized, and as indicated above,
the petitions were brought by the union on behalf of workers employed at various producers, including
Cooper, Goodyear, Michelin, and Yokohama. Petition at I-2. As reflected in its notices of initiation,
Commerce determined that Petitioner possesses the requisite standing to bring these actions because it
is an interested party as defined by 19 U.S.C. § 1677 (9) and demonstrated sufficient industry support.
Countervailing Duty Investigation, 79 Fed. Reg. 42285; Antidumping Duty Investigation, 79 Fed. Reg.
42292.

18 CR at 11I-9; PR at I1I-6. Continental opened its plant in January 2014, and estimates that the
first phase of production will reach production capacity of 5 million tires per year in 2017. Id.

"7 CR at I1I-9 - 111-10; PR at I1I-7.

18 CR/PR at Table C-1; Supplemental Table C-2. In any final phase investigations, we will seek
more information regarding the reasons behind individual domestic producers’ decisions to increase or
decrease production capacity.
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representing an overall decline of 1.9 percentage points.™™® U.S. imports from nonsubject

countries accounted for 82.4 percent of total U.S. imports in 2011 and 69.6 percent of total U.S.
imports in 2013.'% The largest nonsubject sources of PVLT tires to the U.S. market from 2011
through 2013 were Canada, Indonesia, Japan, Korea, Mexico, and Thailand, which combined
accounted for 72 percent of nonsubject imports in 2013.*%

Subject imports accounted for the smallest share of the U.S. market during the period of
investigation, but their market share increased steadily during that time. From September
2009 through September 2012, PVLT tires from China were subject to a special safeguards duty.
In July 2009, the Commission determined pursuant to section 421(b)(1) of the Trade Act of 1974
(19 U.S.C. § 2451(b)(1)) that tires from China that largely coincided with the PVLT tires that are
subject to these investigations were being imported to the United States in such increased
quantities or under such conditions as to cause or threaten to cause market disruption to the
domestic producers of like or directly competitive products.** Following that determination,
President Obama determined to provide import relief, effective September 26, 2009, in the
form of a 35 percent ad valorem duty above the column 1 general rate of duty in the first year;
a 30 percent ad valorem duty above the column 1 general rate of duty for the second year; and
a 25 percent ad valorem duty above the column 1 general rate of duty in the third year.”®> The
safeguard duties expired September 26, 2012.

During the period of investigation, subject imports accounted for an increasing share of
the U.S. PVLT tires market, rising from 8.8 percent in 2011 to 11.3 percent in 2012 and then to
17.2 percent in 2013, representing an increase of 8.4 percentage points overall.'** China was
the largest single source of imported PVLT tires, by quantity, throughout the period of
investigation.125

C. Substitutability and Other Conditions

For the purposes of the preliminary phase of these investigations, we find that there is a
moderate-to-high degree of substitutability between the domestic like product and subject
imports. Almost all U.S. producers and the majority of importers that responded to the
Commission’s questionnaires reported that domestically produced PVLT tires, subject imports

119 CR/PR at Table C-1. Nonsubject imports’ market share was 41.0 percent in interim 2013 and

39.7 percent in interim 2014. Id.

20 CR at IV-4; PR at IV-3.

121 CR at II-7; PR at II-5.

122 certain Passenger Vehicle and Light Truck Tires From China, Inv. No. TA-421-7, USITC Pub.
4085 (July 2009) (“Safeguard Determination”); Certain Passenger Vehicle and Light Truck Tires From the
People’s Republic of China, 74 Fed. Reg. 34363 (July 15, 2009).

123 presidential Proclamation No. 8414, 74 Fed. Reg. 47861, September 17, 2009. Imports of
Certain Passenger Vehicle and Light Truck Tires from the People’s Republic of China, Presidential
Determination No. 2009-28, Memorandum for the Secretary of Commerce, the Secretary of Labor, the
United States Trade Representative, 74 Fed. Reg. 47433 (Sept. 16, 2009).

122 CR/PR at Table C-1. Subject imports’ market share was 15.3 percent in interim 2013 and 18.0
percent in interim 2014. /d.

% CR at IV-4; PR at IV-3.
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and nonsubject imports are “always” or “frequently” interchangeable.'?® When asked about

the significance of differences other than price between domestically produced PVLT tires and
subject imports, the majority of U.S. producers reported that factors other than price were
“sometimes” or “never” important.*?’ The responses from importers were more mixed, with
the majority indicating that factors other than price were “frequently” or “sometimes”
important.128 We find for the purposes of preliminary phase of these investigations that the
record suggests that price is at least a somewhat important factor in purchasing decisions.

Parties disagree as to the importance of non-price factors and the extent to which the
domestic like product and subject imports directly compete. Respondents argue that the U.S.
replacement market for PVLT tires is divided into three distinct tiers.!? Respondents further
argue that the product brand plays an important role in purchasing decisions and that the tier 1
market consists of established brand PVLT tires of only certain domestic producers,
Bridgestone, Goodyear, and Michelin, which enables them to command a substantial price
premium for their branded products.’* Although Respondents concede that the domestic
industry participates in all segments of the U.S. PVLT tires market, they argue that domestic
producers have opted to focus on the tier 1 replacement and OEM markets, resulting in
attenuated competition between the domestic like product and subject imports, which
compete primarily in the tier 3 replacement market."*

126 CR/PR at Table II-5.

27 CR/PR at Table II-6.

128 CR/PR at Table II-6.

129 pespondents’ Postconference Brief at 16-22; Tr. at 149-50 (Durling). Respondents assert that
tier 1 consists only of PVLT tires with Bridgestone, Goodyear, and Michelin branding, while tier 2 consists
of established branded PVLT tires from Yokohama, Toyo, Continental, and Cooper and tier 3 consists of
all other tires, including lesser known brands and private label PVLT tires. Tr. at 124 (Porter). They
acknowledge, however, that it is difficult to obtain data regarding tiers because producers may define
what tiers they sell differently. Tr. at 149 (Durling). To the extent that parties desire the Commission to
explore the role of tiers in the U.S. PVLT tires market in any final phase investigations, they should
indicate in their comments on the draft questionnaires how the Commission should define the various
tiers with sufficient specificity to enable it to collect data regarding this issue as well as how the
Commission should collect data to assess market participation in and competition among the three tiers.

139 Respondents’ Postconference Brief at 7-8. Respondents also contend that other domestic
producers have established brands that enable them to command a premium price as well. Id. at 7.

131 Respondents’ Postconference Brief at 16-22. Ford contends that the market for OEM tires is
distinct from the replacement market and that subject imports do not compete in the OEM market
because they are unable to meet the technological and service demands of U.S. car producers. Ford
Statement at 3-5.

In his declaration, Mr. Mineur asserts that low-cost imports of PVLT tires from China are
substantially different from the domestic like product in terms of features and construction differences,
which allow them to be offered at a lower price point. He further contends that there is distinct
segmentation of the U.S. PVLT tires market and that the domestic industry has withdrawn from the
lower value/lower price market to focus on higher-end and higher-priced products. Mineur Declaration
at 2.
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Petitioner disputes Respondents’ contention that the U.S. PVLT tires replacement
market is comprised of distinct tiers and that there is attenuated competition between the
domestic like product and subject imports. Petitioner argues that there is no dispute that both
U.S.-produced PVLT tires and subject imports participate in all segments of the U.S. PVLT tires
market.’® It further contends that both domestic and imported PVLT tires compete head-to-
head across these various market segments and tiers on the basis of price.133 Petitioner asserts
that, to the extent that tiers exist in the U.S. PVLT tires market, the alleged tiers are based
solely on brand, without regard to physical characteristics, performance, price, or channels of
distribution, and that the domestic industry offers flagship brands, associate brands, and
private label tires that compete directly with subject imports in all segments.134 Thus, although
Petitioner acknowledges that the U.S. PVLT tires market is characterized by a variety of brands
and private labels, it nonetheless argues that purchasers buy tires largely on the basis of price
rather than brand loyalty."*”

We find that there is limited evidence on the record in the preliminary phase of these
investigations to address these issues. In any final phase investigations, we will seek further
information related to (1) perceptions of various brands of PVLT tires, (2) the importance of
branding in purchasing decisions, and (3) any correlation of branding to tiers or segments in the
U.S. PVLT tires market. We will also seek data as to the quantities of shipments of various
brands and private labels.

With respect to the OEM and replacement markets, the record indicates that U.S.
producers and importers participate in both markets and sell mainly to the replacement
market, although the degree to which their shipments are divided between the two markets
differs. During the period of investigation, U.S. producers’ shipments to the replacement
market ranged from approximately 71 to 78 percent, with the remainder of shipments going to
the OEM market.’*® Shipments of subject import PVLT tires to the replacement market ranged
from approximately 97 to 98 percent during this period, with the remainder going to the OEM
market.”’

Rubber is the major raw material used in manufacturing tires.”*® Ribbed smoked sheets
(“RSS 3”) are made from high quality natural rubber and used to produce tires, tubes, tread,
and other products.”® The RSS 3 price on the Singapore Exchange (“SGX”) fell 41.6 percent
between the first quarter of 2012 and the first quarter of 2014.*° The SGX price of technically
specified rubber (“TSR 20”), a general purpose natural rubber used in making tires and other
products, declined by 46.6 percent between the first quarter of 2012 and the first quarter of

132 petitioner’s Postconference Brief at 13-18.

133 petitioner’s Postconference Brief at 11-12.

13% petitioner’s Postconference Brief at 13-15 & Responses to Staff Questions at Question 10.
Petitioner’s Postconference Brief at 18.

3¢ CR/PR at Table II-1.

17 CR/PR at Table II-1.

B8 CRat V-1; PR at V-1.

3% CR/PR at V-1.

149 CR/PR at V-1 and Figure V-1.

135
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2014.**! Styrene-butadiene rubber (“SBR”) is a synthetic rubber produced from petroleum and
used extensively in the production of tires; its U.S. export unit value declined by 22.1 percent
between the first quarter of 2012 and the first quarter of 2014, although it increased slightly
during that quarter.*

VIl. Reasonable Indication of Material Injury by Reason of Subject Imports'*

A. Volume of Subject Imports

Section 771(7)(C)(i) of the Tariff Act provides that the “Commission shall consider
whether the volume of imports of the merchandise, or any increase in that volume, either in
absolute terms or relative to production or consumption in the United States, is significant.”***

Subject imports had an increasing presence in the U.S. market during the period of
investigation. The volume of subject imports more than doubled from 2011 to 2013, starting at
24.6 million tires in 2011 and increasing to 31.5 million tires in 2012 and 50.8 million tires in
2013." Thus, subject imports increased 107.0 percent from 2011 to 2013,"° which was far
greater than the 5.9 percent rise in apparent U.S. consumption during that time.**’

The share of apparent U.S. consumption held by subject imports, by quantity, nearly
doubled from 2011 to 2013, increasing steadily from 8.8 percent of the U.S. PVLT tires market
in 2011 to 11.3 percent in 2012 and 17.2 percent in 2013. **® This growth in market share
represents an overall increase of 8.4 percentage points from 2011 to 2013