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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-451 (Final)
CRAY PORTLAND CEMENT AND CEMENT CLINKER FROM MEXICO

Determipation

On the basis of the record! developed in the subject investigation, the
Commission determines,? 3 pursuant teo sectlon 735(b) of the Tariff Act of 1930
(19 U.5.C. § 1673d{b}) (the act), that an industry in the United States is
materially injured by reason of imports from Mexico of gray portland cement
and cement clinker, provided for in subheadings 2523.10,00, 2523.29.00, and
2523.90.00 of the Harmonized Tariff Schedule of the United States (previously
under item 5311.14 of the former Tariff Schedules of the United 5tates), that
have been found by the Department of Commerce to be sold in the United States

at less than falr value (LTFV).

Background

The Commission instituted this investigation effective April 6, 1990,
following a preliminary determination by the Department of Commerce that
imports of gray portland cement and cement clinker from Mexico were being sold
at LTFV within the meaning of section 733(a) of the act (19 U.5.C.
§ 1673b(a)). Notice of the imstitution of the Commission’s investigation and
of a public hearing to be held in commection therewith was given by posting
copies of the notice in the Office of the Secretary, U.5. International Trade

Commission, Washingtom, DC, and by publishing the notice in the Federal

1 The record is defined in sec. 207.2(h) of the Comeission’s Rules of
Practice and Procedure (19 CFR § 207.2(h}). '

2 Commissioner Rohr dissenting.

* GCommissioner Newquist did not participate.
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Reglister of May 3, 1990 (55 F.R. 18683). The hearing was held in Washington,
DC, on July 19, 1990, and all persons who requested the opportunity were

permitted to appear in person or by counsel.
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VIEWS OF ACTING CHATRMAN ANNE E. BRUNSDALE *

Gray Portland Cement and Cement Clinker from Mexico
Inv. No. 731-TA-451 (Pinal)

August 23, 19%0

on the hasis of the informaticn gathered in this
investigation, I determine that a domestic industry in the United
States is materially injured by reascn of imports cf gray
portland cement and cement clinker from Mexico that are sold in

the United States at less than fair wvaiue [LTFV}. 23

Like Product

In determining whether a U.S. industry is materially injured or
is threatened ﬁith material injury by reason of the subject
imports, the Commission must firsﬁ determine the “"domestic
industry" and concomitantly the "like product."” Section

771{4) (A} of the Tariff Act of 1930 defines the relevant domestic
industry as the "domestic producers as a whole of a like preoduct,
or those producers whose collective cutput of the like product
congstitutes a major praportion'of the teotal domestic production

of that product . . . ." * Like product is defined as "a product

' Commissioner Lodwick joins in the discussion of like

product, domestic industry, and cumulation, but does not join in
the remainder of this opinion. 3See Views of Commissicner Seeley
5. Lodwick, infra.

? on July 18, 1990, the Department of Commerce issued a
final determination finding that imports of gray portland cement
from Mexico were being sold at LTFV. 35 Fed. Reg. 29244 (1990).

3 Material retardation is not an issue in this investigation
and will not be discussed.

N 19 U.S.C. § 1677(4){Aa).
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which is like, or in the absence of like, most similar in
characteristices and uses with, the article subject to an
investigation . . . ." °

In this investigation, the petitioners alleged, and nc party
disputed, that gray portland cement (cement} and cement clinker
comprise a single like product. In the preliminary
investigation, the Commission found_cement and cement clinker to
be a2 single like product, as it did in an earlier investigation

involving cement. °

I see nothing on the record in this final
investigation that suggests a different result would be
appropriate. I therefore determine that cement and cement

clinker constitute the like product.

Domestic Industry

In this investigatlon, three issues arose With respect to the
definition of the domestic industry. These were (1) the
delineation of the appropriate regional industry, (2) whether
grinding clinker constitutes a "minor finishing operation," and

(3) the issue of related parties.

* 19 U.S.C, § 1677(10).

- % Gray Portland Cement and Cement Clinker from Mexico, Inv.
No, 731-TA-451 (Preliminary), USITC Pub. 2235 (1989) {(Mexican
Cement). In the conly previous investigation involving imports of
both cement and cement clinker in which like product was a
contested issue, Portland Hydraulic Cement and Cement Clinker
from Colombia, France, Greece, Japan., Mexico, the Republic of
Korea, Spain and Venezuela, Inv. No. 731-TA-356-363
{Preliminary), USITC Pub. 1925 (1986} (1986 Cement), respondent
parties argued that cement and cement clinker are separate like

products. The Commission found otherwise, concluding that they
are a single like product.



nal In rv. Both parties agreed that a regional industry
anal&sis is appropriate in this case but differed as to the
appropriate boundaries of the region. In 1ts preliminary
determination, the Commission tentatively concluded that the
appropriate region was a southern-tier region consisting of
California, Texas, Arizona, New Mexico, Alabama, Louisizana,
Migsissippi and Florida. It stated, however, that the issue of
the appropriate boundaries would be revisited in any final
investigation. '’

FPetitioners made two alternative regional industry
arguments in this Iinvestigation, - First, they urged the
Commission to consider the Scouthwest (consisting of Texas,
Arizona, and New Mexice), Florida, and southern Califernia as
three distinct regional industries. ® If the Commission should
decline to consider these three areas as separate regional
industries, petitioners contended the southern-tier region used
in the preliminary investigation should be modified to exclude

northern California and the inland counties of Louisiana,

7

Mexican Cement., at 8-9.

They contended that the two statutory criteria of
"shipments in" and "shipments out" of the region independently
are satisfied for each of the three regions and that the
"concentration of imports" critericn is also met in each region
because the import penetration in each regicn is clearly higher
than in the rest of the United States. They argued that if the
Commission determines that any one of the three regions is
materially injured or threatened with material injury, the
Commission should make an affirmative determination.

Petltioners' Fre-hearing Legal brief on Industry Definition at 4-
34.
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Mississippi, and Alabama. Respondents Cemex, S.A., and the

Cement Free Trade Association maintained that the southern-tier
regicn set forth by the Commission in the preliminary
investigation defined the appropriate regiocnal industry. **°

The regional industries section of the statute provides

that:

In appropriate circumstances, the United States,
for a particular product market, may be divided into 2
or more markets and the producers within each market
may be treated as if they were a sebparate industry
if —

(1) the producers within such market sell all or
almost all of their production of the like product in
guestion in that market, and

{ii) the demand in that market is not supplied, to
any substantial degree, by producers ¢f the product in
guestion located elsewhere in the United States.

In such appropriate circumstances, material injury, the
threat of material injury, or material retardation of

- the establishment of an industry may be found fo exXist
with respect to an iIndustry even if the domestic
industry as a whole, or theose producers whose
collective output of a like product constitutes a major
proportion of the total domestic production of that
product, is not injured. if there is a concentration of
subsidized or dumped imports inte such an isolated
marketr and if the producers cof zll, or almost all, of.
the production within that market are being materially -
injured or threatened by material injury, or if the
establishment of an industry is being materially

? Tr. at 9,

®  Tr, at 155-156. Respondent Apasco argued that, at a
minimum, the appropriate region should include the scouthern-
tier. Apasco pointed out that "Mexican imports alsco enter U.S§.
markets through ports all along the eastern and western
seaboards. . . . Thus, while the sguthern-tier regiocn
preliminarily defined by the Commission appears to provide a
sufficient basis for analysis, any alternative region must, at a
minimum, eXpand rather than contract that region." Pre-hearing
Brief of Apasce at 13.
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retarded, by reason of the subsidized or dumped
imports. M

The Commission has considered regional industry analysis as
discretionary, based on the language "appreoprlate circumstances"
and "may be treated" found in section 771{4){C). '* The Court of
International Trade, however, has cauticned against " [alrbitrary
or free handed sculpting of regional markets." '?

As noted above, neither party disputed the appropriateness
of regional industry analysis in this case., In addition, in
earlier cement cases the Commission has found that "appropriate
circumstances” exist for a regicnal industry analysis of domestic
1&

cement production, Gray portland cement and clinker is

n 19 U.S8.C. § 1677(4)(C).

12 gee g,q., Mexican Cement at 6; Frozen French Fried
Potatoes from Canada, Inv. No. 731-TA-93 (Preliminary). USITC
Pub. 1259 (1982) at 6; Fall Harvested Round White Potatoes from
Canada, Inv. No, 731-TA-124 {Final), USITC Pub. 1463 (1983) at 7;
Rock Salt from Canada, Inv. No, 731-TA-239 (Final), USITC Pub.
1709 (1%86) at 5: Certain wWelded Carbon Steel Pipes and Tubes
from Taiwan, Inv. No. 731-TA-34% (Final), USITC Pub. 1994 {July

1987).

1} gee Atlantic Sugar, Ltd. v. United States, 2 CIT , 519

F, Supp. 916, %20 (Ct. Int'l Trade 1981); See als¢ Portiand
Hydraulic Cement from Australia and Japan, Inv. Nos. 731-TA-108
and 109 {Preliminary}, USITC Puk. 1310 at 11 n.30 (1982). The
Commission has been concerned that the regional analysis be
applied only in appropriate circumstances in order to prevent
imposing duties on imports sold in the entire naticnal market in
cases in which the detrimental impact of the imports is limited
te a small segment of that market. The Commission has defined
appropriate circumstances on several occasions, focusing on
whether a separate geographic market exists and whether the
market is isolated and insular. See Cut-to-Length Carbon Steel
Plate from the Republic of Germany, Inv. No. 731-TA-147
{Preiiminary Remand), USITC Pub. 1550 {1884} at 8; Rock Salt from
Canada, Inv. No. 731-TA-239 {(Final), USITC Pub. 17598 {1988&).

14 In all but cne of the Commission's prior investigations
of cement, a regional analysis was used. See, e.qg,, Portland
{continued...)
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necessarily scold in regional markets because it has a low value-
to-weight ratio and is fungible. Thus, high trahsportation costs
make the areas in which cement is produced necessarily isolated
and insular. I therefore determine that a regional industry
analysis is appropriate.

In arguing that the Southwest, Florida, and southern
California markets constitute three distinct regicnal industries,
petiticners asserted that producers in'each of these three
regions satisfy the statutory criteria for regional iﬁdustry
analygis. They alse contended, as they did in the Japan Cement
case, that the Commission's traditicnal analysis for defining the
appropriate region for regional industry analysis 1is incorrect as

a matter of law. '*

W o(...continued)

Hydraulic Cement from Australia and Japan, Inv. Nos. 731-TA-108
and 10% {(Preliminary). USITC Pubk. 1310 {1982}. In the 198%&
Cement case, the regional industry issue was not raised by the
parties, The petitioner in that case noted that cement was .
produced and g¢ld in a series of regiconal markets, but argued
that imports were injuring preocucers in all of the regional
markets and therefore injury could be assessed onh a national

basis.

1 petitioners argued first, that the Commissicn erred in
the past by considering the concentration of imports in
delimiting the region. According tc petiticners, only the two
market isolation factors, i.e.. that producers within the region
sell all or almost all of their production in the region and that
demand in the region is not supplied to any substantial degree by
producers outside the region, are relevant to determining whether
a regional incdustry analysis is appropriate. Thus, the
concentration of imports is irrelevant to defining the boundaries
of the regilonal industry ang is to be considered only in
determining whether the regional industry, as defined by the
market isolation facters, is materially injured or threatened
with material injury., Second, petitioners claimed that the
Commission has erred in assessing concentration of imports by

- {continued...)
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Respeondents took issue with petitioners' interpretation of
the regicnail industry provision, asserting that such an approach.
if adopted by the Commission, would lead to absurd results
because, given the highly local nature of cement produétion and
sales, it would be likely that z large number of areas., including
areaslwhere no Mexican imports were marketed, would satisfy the

two staLutory criteria. '8

They argued that none of petiticners'
three proposed areas qualifies as a proper regio;al industry
becaﬁse Méxican imports are not concentrated in any of the
suggested markets.

I decline to adopt petiticoners' three-separate-regions
apprcach for two reasons. First, as evidenced by their pre-
hearing brief and their testimony at the hearing, petitioners
appear to have abandoned their three regicnal industries

i

argument, Second, I find that Mexican imports into each of
the three regions are not sufficiently concentrated, based on an
examination o©f the percentage of all Mexican imports being sold

in each of the proposed regions.

15 (...continued)

calculating the percentage of total imperts subiect to
investigation entered into the region, rather than by comparing
the import penetration lewvel in the region £o the import
penetration level outside of the region. Finally, if the two
statuteory criteria determining market isolation are met,
petlitioners asserted appropriate circumstances exist to conduct a
regional industry analysis and the Commission has no further
discretion to determine otherwlse.

¥  pre-hearing Brief of Respondents Cemex., S.A., and The
Cement Free Trade Association at 17.
7 1d4. at 19. ' '

' petitioners' Pre-hearing Legal RBrief at 12: Tr. at 50-
51.
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Based on the legislative history cited by petitioners, ¥ I
believe that it may be appropriate in some circumstances to find
that the requisite level of concentration exists even though the
quantity of the subject imports being sold outside of the
proposed rggional market would cause the proposed region to fail
the Commission's traditicnal tesc. Such a flnding would he based
on the relative levels of import penetration. However, I further
believe that such circumstances should only be found to exist in
exceptional circumstances. To allow a higher level of import
penetration to justify the use of regional industry analysis in
genaeral would result in the imposition ¢f antidumping duties on
imports sold in the entire national market when no material
injury has been shown in regions where a significant quantity of
the imports are sold.

It might be appropriate, for example, to point to a high
level of import penetration as justifying a reglonal market in a
case where a smalil 1§olated market received a large share of the

subject imports, e.g. 55 percent, while the remainder of the

¥ rTne Senate Report on the 1979 Act states, in pertinent

part:

the requisite concentration will be found to exist in

at least those cases where the ratic of the subsidized,

or less-than-fair value, imports to consumption of the

imports and domestically produced like product is

clearly higher in the relevant regional market than in

the rest of the U.S. market.
5. Rep. 249, 96th Cong., lst Sess. {1979) at 73. While the
legislative history on this provision contained in the House
Report is somewhat different, both reports appear to support the
conclugion that it is appropriate for the Commission to examine

concentration in thig way, as well as in the more traditional
manner,

10
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imperts were spread evenly around the rest of the country. In
such a case, the small regional market could be feeling a
substantial impact from the imports despite the fact that 1t does
not meet the Commission's traditional test, while the imports are
not a significant part of the market anywhere else in the
country.

I do not believe, however, that these circumstances exist in
the present case. Each of the three proposed regions accounts
for a substantial propertion of Mexican imperts. Further,
Mexican imports account for a significant share of total
consumption in each of the regions. It would thus be
inappropriate to base an affirmative finding on injury to one of
these regions without considering the effects on other areas
receiving the imports. *°

In arguing for an alternative scuthern-tier region,
petitioners contended that the Commission should modify the
southern—-tier region to exclude northern California and the
inland counties of Louisiana, Mississippi, and Alabama. ' They
agreed with respondents that both the southern-tier and
alternative southern-tier satisfy the first two criteria for
regional industry analysis, the "shipments in" and "shipments
out“ criteria, but argued that a consistently higher percentage
of production remained in their proposed alternative region than

in the southern-tier region. They also asserted that a smaller

2" see Mexican Cement Report at A-12.

28 7Tr., at 9; Petitioners' Pre-hearing Brief at 13.

11
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amount of consumption in the alternative region was supplied by
producers outside the region, thus making the alternative
southern~tier regicn more isolated and insular than the southern-
tier region.

Respondents maintained that the southern—tier region is the
appropriate regicn in this case. They argued that in determining
the appropriate region, the Commission should look to where the
imports are marketed, the location of domestic producers that
might be affected by the subject imports., and indi;ia of
insularitcy., such as shipment patterns. # In their view,
petitioners' proposed reglonal industries amounted to "free
- handed sculpting." They also asserted that excluding significant
production centers that compete with imports will create a
distorted and misleading picture of the effect of lmports.

Petitioners urged the Commission not to include northern
Califeornia in the region because there is little commerce in
cement between southern California and northern California, o
while respondents urged the opposite view, that northern

California be included in the region, because Mexican imports are

2 pre-hearing Brief on Behalf of Respondents Cemex, S.A.

and The Cement Free Trade Association at p. 2.

2 frhey state that very little cement produced in southern
California is sold in northern California, and virtually no
cement preduced in northern California is so0ld in southern
California. Northern California producers serve primarily
customers in the San Francilsco Bay area and Sacramento, while
southern California producers are clustered around Los Angeles

and primarily serve customers in that market. Petitioners' Pre-
hearing Brilef at 15-16. -

12
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marketed in both northern and southern California. *
Petitioners alsc argued that the inland counties of the Gulf
states should be excluded from the region because the high cost
of transporting cement makes it relatively unfeasible for coastal
area producers and importers to serve inland markets and vice
versa. They claimed that the cone producer serving the coastal
counties of Louisjiana, Mississippi, and Alakama (Ideal) does not
participate in the same cement market as do producers serving the
inland portions of those states. They also pointed out that
producers in northern Alabama and Mississippi reporﬁed less than

10 percent of their aggregate shipments goling into the alternate

region. Petitloners alse noted that Mexican imports into

% Respondents also stated that the three northern

California cement plants represent significant production volumes
of cement. In addition, shipping patterns confirm, they
asserted, that the northern and scuthern portions of the
California cement industry are linked, because between 5 and 10
percent of southern California production was shipped to northern
California during the period of investigation, and a signifjicant
percentage of northern California consumption was supplied by
southern California. Pre-hearing Brief ¢of Respondents Cemex and
The Cement Free Trade Association at 11. They further argued
that San Francisco ranks sixth among the Customs districts in the
southern tier in terms of share of Mexican imports into the
region as well as share of U.S. imports of Mexican cement and
that imports into Northern California in 1989 constituted 33
percent of total Mexicen imports into the state. In addition,
they noted that a number ¢f domestic producers own plants in both
northern end southern California. Finally, they argued that
because prices for cement in northern and southern California are
closely correlated, the two areas are linked. Pre-hearing Brief
of Respondents Cemex, S.A. and The Cement Free Trade Assoc¢lation
at 12, '

13
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Louisiana generally are not shipped more than 100 miles from the
import terminal. ¥

In reply, respondents advanced three reasons for not
excluding the inland counties of the Gulf states. First, Ideal
sold cement produced from Mexican clinker throughout Mississippi,
Louisiana, and Alabama, including the northern areas of all those
states. Second, the northern Gulf states are also large cement
producing areas. Third, shipping patterns demonstrate that
substantial links exist between the northern and southern
portions of the Gulf states,

I agree with the parties that both the southern-tier and
alternative southern-tier regions appear to meet the requirements
that a :egional industry be isolated and insular. With respect
to the statutory requirement that producers within a region sell
*all or almost all" of their producticn of the like product
within the region, the share of within-region shipments of cement
was between 89 and 91 percent for producerg in the southern-tier
region during the pericd of investigation and ranged between 90
and 93 percent for the alternative southern-tier regiom., **

Based upon prior Commission practice, the level of regional

*  petitioners' Pre-hearing Legal Brief con Industry

Definition at 38,

*  Report at A-13. This is not surprising given the fact
that, due to high transportation costs, 54 percent of portland
cement shipments are to customers within 300 miles of the
production site. Report at A-12.

14
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production sold in each of the two areas appears to meet the
statutory test. ¥

Both the southern-tier and the alternative scuthern-tier
regions also meet the statutory redquirement that demand within
the region not be supplied to any substantial degree by producers
located elsewhere in the United States. ** For the period 1986-
1989, the portion of consumption supplied by out-of-region

suppliers averaged approximately 8.0 percent for the southern-

tier region and approximately 8.3 percent for the alternative

” See, &.d,, Sugars and Sirups from Canada., Inv. No, 73l1-

TA-3 (Final) USITC Pub. 1047 (1980) at 8 (96% found to be
sufficient); Frozen French Fried Potatoes from Canada, Inv. No.
731-TA-93 {Preliminary}, USITC Pub. 1259 (1982} at 7 (66% found
not to be sufficient); Portland Hydraulic Cement from Australia
and Japan (Final). Inv, Nos. 731-«TA-108 and 109 (Preliminary}
USITC Puh. 1310 {1982} at 4 (93% found tc be sufficient); Fall
Harvested Round White Potatoes from Canada, 731-TA-124 (Final),
UsITC Pub. 1463 {19283) at 7 (84.7% found tc be sufficient):
Offshore Platform Jackets and Piles from the Republic of Korea
and Japan, Inv. Nos. 701-TA-248, 731-TA-259 and 260 (Final),
USITC Pub. 1848 (1986) at 8 (100% found to be sufficient);
Operators for Jalousie and Awning Windows frem El Salvador, Inv.
Nos. 701-TA-272 and 731-TA-319 (Final), USITC Pub. 1934 {1987)
{over B0% found to be sufficient).

®  The Commission has stated that no precise numerical

cutoff exists for cutside supply above which an area is
disqualified from regional industry status. See Cut-to-Length
Carbon Steel Plate from Germany, Inv. No. 731-TA-147
(Preliminary-Remand), USITC Pub. 1550 (1984). In Atlantic Sugar.

v . however, the Court of Internaticnal Trade
suggested that 12 percent outside supply may be too high to be
considered insubstantial "in the abstract." 2 CIT 295, at 298
{1981). The Commission has found on several occasions that
percentages of cutside supbly of less than 10 percent were
acceptable, gsge, e.9., Sugars and Sirups from Canada, (5.5 %
found acceptable); Portland Hydraullc Cement from Australia and
Japan, Inv. Nos., 731-TA-~108 and 109 (Preliminary), USITC Pub.
1310 {1982) (less than 10 % found acceptable), and found in cne

case that 30 percent was too large. See Frozen French Fried
Potatoes from Canada.

15
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\ v z
southern-tier region. **

Thus, either petitioners' or
réspondents' proposed regional markets would appear te be
consistent with the requirements of the statute. I note that the
statute does net speak to the issue of choesing between reglonal
market definitions when either of two propesed markets would meet
the statutory standards.

As a prerequisite to finding material injury in a regional
industry, the Commission must also determine whether imports are

concentrated within the regien. 0

wWhile there is no precise
numerical limit for determining when imports are sufficiently
concentrated in a region, I find that the concentration
requiremeﬁt is met by both of the regions in guestion, For the
southern—-tier region, the share of Mexican imports ranged from 95
percent ©f total Mexican imports iﬁ 1986 to 91 percent in 19885.
Fof the alternative southern—-tier, the share ranged from 91
percent in 1986 to B4 percent in 1989. * |

Bésed on the record evidence, I determine that either the
two regions could be defined as appropriate and that no
compelling case has been made for choosing cohe rather than the

other. For purposes ¢f my determination, I use the southern-—

tier, which includes the entirety of the Gulf states angd

¥ Report at A-13.

I note that in 1989 the ratio of imports from Mexico to

consumption into the southern tier was 11 percent, while the

ratio for the rest cf the United States was 1 percent, Logking

at the alternative southern tier region, penetration of Mexican

imports would be 11 percent within the region as compared to 2

percent for the remainder of the United States. Report at A-13.
3 Report at A~13,

3D

16
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California. Since this region is proposed by respondents and
opposed by petitioners, it is presumably the more difficult
region within which to reach an affirmative finding of material
injury by reason of the LTFV imports. By demonstrating injury in
this region, I assure that my finding is not the result of
arbitrary selection of two equally plausible regions. Of course,
because this is the proposed region in which it is more difficult
to find material injury., it follows that my ultimate
determination would have been the same i1f I had used the

alternative southern-tier region in my analysis.

Minor Finishing Operations. Section 771(7) (B){i) of the Tariff
Act of 1930 provides that, iﬁ determining whether LTFV or
subsidized imports have caused ﬁaterial injury, the Commission is
to consider “the impact of imports of such merchandise on
domestic producers of like preoducts, but cnly in the context of
production operations within the United States.” ** Petitioners
argued that profits from oberations that only grind imported
Mexican clinker should not be considered in assessing material
injury to domestic producers, since the portion of production
that takes place in the United sStates. the grinding of the
clinker, is a "minor finishing operaticn." ** They specifically

requested that the Commigsion exclude the clinker grinding

a2

19 U.S.C. § 1677(7) (B} (4} (III).

Petitioners' Pre-hearing Legal Brief on Industry
Definition at 54.

17



18
facilities of Gulf Ccasﬁ Portland Cement in Héuston and of
National Portland Cement in Port Manatee, Florida, both of which
have imported clinker from Mexicoc as well as from cther
countries. However, petitioners make no mention of other
grinding~cnly operations that ground imported clinker for
portidns cof the period of investigaticon., including Mexican
clinker. **

As the Commission determined in the preliminary
investigation, if the like product includes cement, then grinding
and blending of clinker to preduce cement constitutes domestic
production, and therefore companies that only grind clinker inte

cement should be included in the domestic industry. * Thus, I

¥ In addition to the two grinding-only operations addressed

by petiticners, there are other grinder facilities in the
southern tier. Lafarge has a grinding-only cperations in Tampa,
Florida. 1In additicn, Ideal's facility in Thecdore, Alabama,
imported and ground Mexican clinker from OcCtober 1984 until
August 1988 when it began producing its own glinker. Report at
A-22, _ _

%  Mexican Cement at 17-18. I note that the Senate Report
to the Oomnibus Trade Act of 1988 criticized the Commission's
determination in the 1986 Cement investigation as having been
based on the attribution ¢f "all profits from the sale of the
finished preduct to . . . domegtic production, even though only
minor finishing operations were performed in the United States
with respect to a substantlial portion of domestic production.”
5. Rep. 71, 100th Ceong.. 1st Sess. (1%87} 117. However, the
Conference Report indicates merely that., "{iln cases in which the
domestic producers perform ninor finishing operations on dumped
or subsidized inputs, the ITC may, i1f appropriate and feasible,
take into account that the profits of such producers may reflect
incorporation ¢f such inputs." H.R. Rep. 576, 100th Cong., 24
Sess. (1988) 616-617.

18
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determine that "grinding only" operaticns are included in the

domestic industry. *°

Related parties. Alternatively, petiticners argued that Gulf
Coast Portland Cement and National Portland Cement should be
excluded from the domestic industry as related parties, * The
related parties section of the statute provides that when a
producer is related to the ilmporter or exporter of a product or
is itself an importer of the dumped or subsidized imports, the
Commission may exclude such a producer from the domestic industry
in "appropriate" circumstances. ** Application of the related
parties provisicon is within the Commission's discretion based
upon the facts presented in each case. > The related parties
provision may be employed Lo aveild any distortion in the

aggregate data bearing on the conditicon ¢f the domestic industry

*  pata from clinker grinding operations were presented

separately in the Report in the preliminary investigation and can
be isclated in the current report by examining the plant-by-
plant data presented in Appendix E.

7 Indeed, petitioners' argument abouf miner finishing
operations appears to confuse the minor-finishing issue with that
of related parties.

* 19 U.S.C § 1677(4) (B) provides:

When some producers are related to the exporters or
importers, or are themselves importers of the allegedly
subsidized or dumped merchandise, the term "industrv"
may be applied in appropriate circumstances by
_exXcluding such producers from those included in that
industry.

Empire Plow Co. v. United States, 11 CIT ., 675 F.
Supp. 1348, 1352 (Ct. Int'l Trade 1987). :

)
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that might result from including related parties whose operations
are shielded from the effects of the subject imports.

Gulf Coast Portland Cement is the only domestic producer in
the region at issue that is owned by a Mexican exporter.
However, because 1t was purchesed in mid-15%8%, near the end of
the period of investigation., I determine that appropriate
circumstances do not exist for excluding this producer as a
related party.

Although a number of domestic producers imported Mexican
cement int¢ the region during the pericd of investigaticn, no
parties argued that these domestic producers should be excluded
as related parties. I note, however, that in the 1986 Cement
investigaticon the Commission found that domestic producers
accounted for 30 to 50 percent of cement imports and virtually
all ¢linker imports from the countries uﬁder invegtigation and
that these imports accounted for a significant proportion of
cement preoduction, The Commission did not exclude the importing

producers from the domestic industry because that exclusion would

“  Granular Polytetrafluorcethylene Resin from Italy and

Japan, Inv, Nos. 731-TA-385 and 386 {Preliminary}, USITC Pub.
2043 (198B7) at 9. Conversely, the Commission has determined not
to exclude related parties where they account for a substantial
portion ¢f total domestic production and their exclusion would
therefore distort the data bearing on the condition of the
industry. £See e.g., 1986 Cement,

I one of the petitioners, Ideal Industries, however, is
cwned by Holderbank, a Swiss Company that also owns Apasco, a
Mexican producer and exporter. Affidavit of Thomas B, Bronson,
Exhibits to Petitioners' Pre-Hearing Brief (Volume I) at Tab 4;
Report at A-22.

20
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have skewed the data concerning the domestic industry. “2
Similarly, in the preliminary investigation, the Commission did
not find the circumstances appropriate to exclude from the
domestic industry those producers who ground imported Mexican

clinker into cement. “

The data from all domestic producers

that imported, or have financial jinterests in c¢ompanies that
imported, Mexican or Japanege cement intc the southern-tier
regicon during the period of investigation were gathered solely on
the basis of their domestic production coperations and do not
refiect any of these companies' importing operations. I
therefore find that appropriate circumstances do not exist to
exclude these producers from the domestic industry as related
parties.

Petitioners asserted that Gulf Coast Portland and National
Pecrtland Cement must be excluded from the domestic industry
because they grind imported Mexican clinker into cement.

However, they did nct reguest that other facilities that grind
imported cljinker be excluded from the domestic industry. Two
additional companies have imported both Mexican clinker and
¢linker from cother sources during the period of investigation. *
I determine that National Portland Cement and Gulf Cecast Portland

Cement should not be excluded as related parties. First, these

companies grind clinker from other countries as well as Mexican

42
43
il

1986 Cement.
Mexigan Cemenf at 19,
Report at Table 6.
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clinker and, second, clinker imperts into the region from all
countries have declined to a very low level during the period of

investigation. *

Moreover, petlitioners did not explain why they
requested that only two companies be excluded from the domestic
industry when other firms alsc ground Mexican clinker during the

period of investigation.

Cumulation

The Commission is required to cumulatively assess the volume and
effect of imports ¢f like products subject to investigation from
two or more countries if such imports compete with one another

and with the like product of the domestic industry in the United

46

States market. In assessing whether imports compete with each

other and with the domestic like product., the Commission has
generally considered four factors:

(1Y the degree of fungibility between the
imports from different countries and between
imports and the domestic like preoduct,
including consideration of speciflc customer
requirements and other guality related gues-—
tions;

{2) the presence in the same geographical
markets ©f imports from different countries
and the domestic like product;

%  In the preliminary investigation, data from these

companies' clinker importing operations were not included in the
information presented in the Repert. Data for one company.,
Ideai, were not lncluded in the Report in the preliminary
investigation because it 1s net located in the region initially
proposed by petitioners. In the current report, data for
individual plants are presented in appendix E, and can be
segregated,

% 19 U,8.C. § 1677(7){C) (iv).
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{3) the existence of commen or similar
channelsg ¢of distributicn for imports from
different countries and the domestic like
product;: and

(4) whether the imports are simultaneocusly
present in the market.

While no single factor is determinative gnd the list of
factors is not exhaustive, these factors are intended to provide
the Commission with a framework for determining whether the
imports compete with each other and with the domestic like
product. Only a "reasonable overlap" of competiticn 1is
required. i

Petitioners urged the Commission to cumulate imports £rom
Japan, which are currently subjéct toc a preliminary investigation
befocre the Commerce Department, with the Mexican imports subjecﬁ
to this final investigation. They argued that the statute

reguires cumulation of Japanese imports into southern California,

since those imports compete with Mexican imports intoc scuthern

4  rertain Telephone Systems and Subassemblies Thereof from

Japan, Kecrea, and Tajiwan, Invs. Nos. 731-TA-d426-438
{Preliminary). USITC Pub, No. 2156 (February 1989); antifriction
Bearings (Other than Tapered Reller Bearings) and Parts Thereof
from the Federal Republic of Germany, FPrance. Italy, Japan,
Rumania, Singapore, Sweden, Thailand, and the United Kingdom,
Inv. Nos. 303-TA-~1% and 20, 731-TA-391-3%% (Preliminary}, USITC
Pub. No. 2083 (May 1988) at 30; Thermostatically Contrelled
Appliance Plugs and Probe Thermostats Therefore from Canada, Hong
Kong, Japan, Malaysia, and Thailand, Inv. Nos. 701-TA-290-292,
731-TA-400-404 (Preliminary}, USITC Pub. No. 20B7 n.47., at 1%
(June 1988).

“  gee Wieland Werke, AG v. United States, 718 F. Supp. 50.
52 {Ct. Int'l Trade 19289); Granges Metallverken AEB v, United
States, 716 F. supp. 17 {Ct. Int'l Trade); Florex v, United
States, 705 F. Supp. 582 (Ct. Int'l Trade 1989},
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california and with the domestic like product, are subject to
investigation, and are marketed within a reasonably coincident
time period. They alsc contended that the statute does not
differentiate between national or regional industries with
respect to cumulation. * |

Respondents contended, to the contrary, that the statute
precludes cumulation in this case, because the two investlgations
involve different regional industries. *° In the alternative,
they argued that if the Commission determines that cumulation is
not precluded by the statute and cumulates Mexican and Japanese
imports for the purpose of assessing injury, it sheould also
cumulate for the purpose of determining whether imports are
sufficiently concentrated in the region. * They suggested that
cumulation here is inappropriate because the Commission could not
find the requisite concentration of cumulated Japanese and
Mexican imports necessary for regionai analysis in this
iﬁvestigation. Finally, respondent Apasco argued that there is
no overlap between Mexican and Japanese imports in most of the
southern~tier and that, even within California, the areas in
which imports from Mexico and Japan are sold in competition with

the domestic like product are limited. *

“  petitioners' Pre-hearing Brief at 29.

50 r1r, at 191.

®  Tr, at 191-192:; Pre-hearing Brief of Cemex. S.A. and The
Cenent Free Trade Association at 60.

3 pre-hearing Brief of Apasco at 15.
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This case raises the issue., apparently not contemplated by
Congress, of hdw to proceed in & situaticon in which imports from
two countries subject to separate investigations involving
diffarent but overlapping regional industries are potentially
subject to cumulative analysis. Neither the statute nor the
legislative history provides any guidance as to how the
cumuliation and regicnal industry provisions of the statute are to
operate in conjunction.

For purposes of my material injury analysis, I determine
that it is appropriate to cumulate other imports intc the region
that meet the redquirements ¢f the cumulation provision. I
therefore cumulate the subject Mexican imports intc the region
with the Japanese imports that are also subject to investigaticon.
However, for purposes of analyzing the regiconal industry issue, I

51

consider only Mexican imports. Injury analysis inveolving a

¥ I note that regicnal industry analysis focuses primarily

on whether the region i1s insular from the perspective of domestic
producers. Thus. regional industry analysis is appropriate cnly
if the producers in a region sell all or almost all of their
product within the putative region and demand for the product
within the putative region is not supplied to any substantial
degree by other U,8, producers. 19 U.8.C. § 1677(4)(C). Neither
of these criteria implicates the cumulation provision. The
cumulation provision itself also contains a limitation that
removes it from the ambit of the regicnal industry determination.
Specifically, the provision states:

For_the purposes of clauses (i) esnd (jl), the

Commission shall cumulatively assess the volume and

effect of the imports from two ©or more countries of

like products subject to investigation if such imports

compete with each other and with like products of the

domestic industry in the United States.
15 U.s.C. § 1677(7)(C) (iv) (emphasis added). <Clauses (i} and
{il) referred to in the cumulation provision refer to the
provisieons setting forth the proper method of evaluating volume

{continued, . .)
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.regional industry, like that in a national market., requires an
ana.lysis pursuant to 19 U.5.C. § 1677(7), which includes the
cumulation provision and the specific clauses referred to in the
cumulatien provision., I therefore determine that congideration
of the cumulation issue in these circumstances is required as a
matter of law.

on the facts of this case, I findéd that cumulation is
mandated. Cement imported from Mexico and Japan is highly
fungible, both imports are simultaneously present in the
California market, and they utilize common or similar channeis of
distribution. I therefore find that a "reasonable overlap" in
competition exists between Mexican and Japanese impores in
California, and I cumulatively assess the volume and price

effects of Mexican and Japanese imports in that portion of the

regional market.

Material Iniury by Reason of LTFV Imports
The critical inquiry in thils investigation is whether a domestic
industry is materially injured or threateneg with material injury

54

by reason ©f the imports under investigation. Material injury

is defined as "harm which is not ilnconsequential, immaterial or

33 ¢, ..continued)
and price effects of the relevant imports. 19 U.S.C. §1677(C) (1)
& {ii}. Neither ¢f these clauses is relavant to the Commission's
consideraticn of whether a regional industry analysis is
warranted.

54 19 U.s.C. § 1673.
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unimportant.” * When making a determination as to whether there
is material injury. the statute provides that the Commission

consider in each case:

(I} the volume ©f imports cf the merchandise which is
the subject cf the investigation,

{II) the effect of imports of that merchandise on
prices in the United States for like products, and

{(IIT) the impac¢t of imports of such merchandise on
domestic preoducers of like products, but only in the

context of production operations in the United
States;

The Commission may consider other factors it deems relevant, but
must explain why they are relevant. > Under the regional
industry analysis, producers ¢f "all or almost all" of the
production in that market must be materialiy injured by reason of
the dumped imports. *°

As in other title VII cases that have come pefore the
Commigsion, I used simple toecls of economic¢ aznalysis in arriving
at my decision that a domestic industry in the United States 1is
materially injured by reason of imports. Applicaticn of the
tocls of economics involves little more than organizing and
evaluating the evidence of record in a manner that permits me to

assess the impact of dumped imports in a rigorous fashion, I

examined the evidence on the performance of the domestic industry

i 19 U.s.C. § 1677(7)(4).

19 y.s.C. § 1677(7)(B)(i). In examining the impact of
the imports, I am instructed to consider such factors as industry
employment, investment, and utilization of capacity. 19 U.S.C.

§ 1677(7} (C) (1ii).

1§ U.s.C. § 1677(7}(B}.
* 19 U.s8.C. § 1677(4) (O).
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over the period of investigation within the context of ity
conditions of competition and, by using econcmic analysis,
determined directly —— as our governing statute regquires -- that
the imports in question affected the domestic industry so as to
constitute material injury., *

This type of analvsis, how kpnown &5 elagticity analysis,
presents a framework within which one can assess the causal (as
opposed to c¢oincidental) relationship between the subject imports
and the condition of the industry. Elasticity estimates are not
surrogates for the statutory factors. Rather, they are used to
analyze in a direct fashion the volume effect, the price effect,
and the'overall impact of the dumped imports on the domestic

industry as required by law.

* A more thorough discussion of the eccnomic analysis I use

in my appreach to causation analysis is contained in Internal
Combustion Forklift Trucks from Japan, Inv, No, 731-TA-377
(Final), USITC Pub. 2082, at 66-83 {May 1988) {(Additional Views
of Vice Chairman Anne E. Brunsdale); see also Certain Steel Pails
from Mexice, Inv. No. 731-TA-435 (Final), USITC Pub. 2277, at 24-
28 (March 1990} (Additional Views of Chairman Anne E, Brunsdale);
Certain Residential Docr Locks and Parts Thereof from Taiwan,
Inv. No. 731-TA-433 (Final), USITC Pub. 2253, at 33-36 (January
1990) (Additional Views of Chalrman Anne E. Brunsdale):; Colecr
Picture Tubes from Canada, Japan, the Republic or Korea, and
Singapore, Inv. Nos. 731-TA~367-370 (Final}, USITC Pub. 2046, at
23-32 ({December 1987) (Additional vViews of Vice Chairman Anne E.
Brunsdale). The Court of International Trade has alse discussed
with approval the use of elasticities. See Trent Tubke Division,
et al. v. United States, No. 87-12-0118%, slip op. 90-58, at 12-
19 {Ct. Int'l Trade June 20, 1990); Copperweld Corp. v. United
States, 682 F. Supp. 552 at 560-%64 (Ct. Int'l Trade 1988);: USX

Corp. v. United States, 12 CIT _ , 582 F. Supp. 60 {(Ct. Int'l
Trade 1%88); Alberta Pork Producers' Marketing Beoard v. United
States, 11 CIT . 669 F. Supp. 445, 461-65 (Ct. Int'l Trade
1987).
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In analyzing the effect of dumped imports, I must determine
how the dumping hasg affected demand for the domestic like

product. °°

I Xnow from economic theo:y that the imports will
tend to reduce demand for the domestic p?oduct. However, I must
determine whether such a reduction occurred in any specific case
and, if so, how large the reduction was. Having done that, I can
then ascertain how the reduction affects the price of the
domestic like product and the quantity of the domestic product

that is sold.

Condition of fhe Domestic Industrvy. In seeking to determine
whether an industry has been materially injured by dumped
importg, I find it useful to consider the ccndition of the
industry during the pericd of investigaticn. Such information,
however, is insufficient in itself to establish that an industry
is, or is not, injured by reason of dumped imports because it
dﬁes not permit me to separate the effect of dumped imports from
that of the many other factors that may have had a positive or

negative effect on the domestic industry. ® Nevertheless, such

0 I note that in the context of a unitary analysis it is

not pnecessary to make any special adiustments for the business
cycle because the unitary analysis involves comparison of the
industry's performance with what would have cccurred absent the
LTFV imports rather than a comparison cf the industry's
performance at different points in time. This point is
acknowledged by petitioners' economic experts. See, e.d..

Economic Appendices to Petitioners' Pre-Hearing Brief at G-6; Tr.
at 59.
% For this reason, I do not believe that an independent

legal determination based on the condition of the industry is
{centinued.. .}
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an examination of the relevant record evidence is helpful in
determining whether any injury resulting from dumped imports is

material. %

Relevant information regarding the condition of the.
domestic industry includes data on apparent consumption, domestic
ocutput, prices, capacity and capacity utilization, productivity,
inventories, employment, wages and market share, as well as
financial indices such as net sales, profits, return on
investment, and cash flow. *

Cement and clinker production in the southern-tier increased
slightly over the pericd of investigation. Cement production
rose by approximately 4.9 percent from 1986 to 1989 and by 5.4
percent when comparing the first quarter ¢f 1989 and the same
period of 1990. Clinker production increased by approximately
10.1 percent from 1986 to 1989. ** Shipments of cement also
increased somewhat over the peried of investigation. Total

shipments of cement on the basis of quantity were 4.7 percent

higher in 198% than they were in 1986 and rose 3.5 percent when

¢ (,..continued)

either required by the statute or useful. See Certain Llight-
Walled Rectangular Pipes and Tubes from Taiwan, Inv. Nn. 731-~TaA-
410 (Final), USITC Pub, 2169 {March 1989) at 10-15 (Views of
Chairman Brunsdale and Vice Chairman Cass).

2 I note that any detrimental effects of the dumped imports
on the domestic industry will he manifested in that industry's
condition.

® 1677 U.§.C. § 1677(7)(C)(ii) & (iii).

% Report at Table 7.
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comparing the first gquarter of 198% and the fifst quarter of
1990, ®
Due to declining unit valueg, however, the value of total
cement shipments by producers located in the southern—tier
decreased approximately 3.7 percent between 1986 and 1989.
Capacity to produce beoth cement and cement clinker showed little

change over the period of investigation, ¥

while capacity
utilization increased slightly.

With respect to employment, the number cof production and
related workers in the southern-tier fell by roughly 19 percent
between 1986 and 198% and decreased by apprcximately 3 percent

when comparing the first quarter of 1989 and the first quarter of

%  Report at Table 8. Total clinker shipments by gquantity
increased greatly in percentage terms cover the period of
investigation. However, it should be ncoted that shipments of
clinker account for only approximately 5 percent or less of
clinker production because most clinker is consumed internally
and is not shipped. Report at A-33.

¢  Repeort at Table 8, Cement shipments rose, however., by
approximately 6.5 percent when comparing the first quarter of
1989 and the same pericd in 1990. Id. While the unit value of
clinker shipments alsc decreased over the period of
investigation, the total value of clinker shipments increased
dramatically over the period of investigation due to the
increased guantity of shipments, However, the amount ¢f clinker
shipments was small in comparison to the amount of cement shipped
within the region,

¢  Report at Table 7. Clinker capacity decreased
approximately 1.3 percent between 1986 and 1%8%, while capacity
to produce cement decreased less than 1 percent between 1986 and

1989 and increased by less than 1 percent between first quarter
1989 and first gqQuarter 1990,

%  Report at Table 7. Portland cement capacity utilization
rose from 70.1 percent in 1586 to 75.1 percent in 1989, while
clipnker capacity utilization roge from BO.5 to B8Y9.7 percent
during the same pericd.
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199¢. * The number of hours worked by such workers showed a
gimilar fall, decreasing approximately 14 percent between 1986
and 1989 and by 5.5% percent when comparing first gquarter 1589 and
first quarter 1990. Total wages paid to production and related
workers fell by approximately 13.8 percent between 1986 and 1989,

0

while hourly wages rose very slightly. Firally, progductivity

in the southern~tier rose by approximately 23 percent from 2.6
short tons per man-hour in 1986 to 3.2 tons per hour in 198% and

by approximately 11 percent when comparing first quarter 1989 and

first quarter 19¢¢, ™

The financial performance of scuthern-tier producers
deteriorated during the period of investigaticn. Gross profit
declined by approximately 18.1 percent between 1986 and 1989,

while operating income decreased by 36.7 percent cduring that

b

pericd. Net income turned into net losses; and the cash flow

73

position of domestic producers also worsened. Ag a result,

operating and net returns on both fixed assets and total assets

deteriorated, '* and some firms curtailed planned investment.

8%  Report at Table 11,

™ Report at Table 11, Hourly wages rose by approximately
0.4 percent over the period c¢f investigation. Id.

1 Report at Table 11. End-of-periocd inventories of cement
in the scouthern tier showed a 4.4 percent increase between 1986
and 1989, while clinker inventories decreased by approximately
18.8 percent during the same period. Report at Table 10.

?  Report at Table 12.

14,

™  Report at Table 20. Operating return on total assets for
producers located in the socuthern tier decreased from 5.4 percent
in 1986 to 2.5 percent in 1989, while net return on such assets

decreased from 0.2 percent in 1986 tc a loss of 1.0 percent in
1989- ;_do
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Import Pepnetration by Unfair Tmports and the Dumping Margin. Two
important factors in determining the effect of any dumping are
the share of the domestic market accounted for by the unfairly
traded imports and the size of the dumping margin. The larger
the share of the U.S. market held by unfairly traded imports, the
greater will be the effect of any change in the price of these
unfalr imports on the demand for the offerings of other producers
-— including both domestic preoducers and other sources of
imports. Thus, geteris paribug, it is more likely that domestic
producers are materizlly injured when the penetraticn level of
the unfairly traded imports is high.

The market penetration of gray portland cement imports from
Mexico in the southern tier region was significant during the
period of investigaticn. It was § percent in 1986, 11 percent in
1987, 13 percent in 1988, and 11 percent in 1389, for an average

16

of 11 percent. The ratio of imports from Japan to Consumpticn

in the southern-tier region ranged from 1 percent in 1986 to S

percent in 1989. 77

The ratio of combined imports from Mexico
and Japan to consumption in .the scuthern-tier region therefore
ranged from 10 percent in 1986 to 16 percent in 1989. ™

The dumping margin provides information about the extent to

which the dumping depresses the price of the unfair imports. If

75
75 (
76

. . -continued}
Report at Appendix F.

Report at Table 27.
77 m.
o Id.
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the dumping margin is large, the unfair pricing <of the subject
imports is likely to manifest itself in relatively lower prices
for the imports in the domestic market. In the current case, the
Department of Commerce found the average dumping margin for
cement imported from Mexico to be relatively high -- in excess
of 50 percent. '° For cement imports from Japan, the cnly
informaticn we have on the dumping margins 1s that alleged by

petitioners, who allege marging ranging between 98 and 125

ac

percent,. These margins suggest that, absent dumping, prices

in the domestic market for the subject imports would have been
significantiy higher than they were over the pericd of

investigation.

"  gee 55 Fed. Reg. 29244. The final weighted-average LTFV

margins as determined by Commerce are:
Manufacturer/producer/exporterTFV Marain

Cemex, S.A. ..... e e e 58.38
Apasco, S.A, ¢e C.V........... 53.26
Cementos Hidalge, $.C.L....... 3.6%
All others...... e e reea..28.05

¥  Gray Portland Cement and Cement Clinker from Japan, Inv.

No. 731-TA-461 (Preliminary}, USITC Pub. 2297 (July 19590) at A-
12, n. 16, These flgures are based on the Department of
Commerce's recalculation of petiticner's alleged margins. These
recalculations reflect certain refinements to petitioner's
original estimates but rely on the basic approach adopted by
petiticoner rather than the approach Commerce will ultimately use.
This case provides an example of the problems caused when
petitions are filed at different peoints in time while we are
required to cumulate The effects of imports from the various
countries. Upon further investigation, Commerce might well find
that the dumping margins are not as high as petitioner alleges.
However, petitioner's allegations provide the hest information

currently available and we are regquired to use this informaticn
in reaching our decision in this case.
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n In ! ] 3 Vol . Using the
above-information on the price and market éhare of the dumped
imports. I now consider how the guantities of the domestic
product purchased by consumers and the guantities produced by
domestic firms respond to changes in the prices of the imported
and domestically produced goods. *' These effects can be
measured by a series of variables known as elasticities.

The two demand-sidé elasticities are the elasticity of
substitution and the elasticity of aggregate demand. These two
measures provide information about the extent to which the dumped
ilmports displace domestic preoduction and the extent to which
overali demand for both imports and the domestic like product

expands.

substigyutability Detween Domestic and Tmported Cement. The
degree of injury from dumped imports 1s affected by the extent to
which a decrease in the price of the unfairly traded imported
product would lead U.S5. purchasers of cement to subgtitute the
unfairly traded imports for the products of domestic
manufacturers. If the domestic and imported products are

believed to be very similar, material injury as a result of the

¥ 1 alsc examine how the gquantity of imports supplied by

producers not accused cof dumping would respond te changes in the
prices of the imported and domestically produced goods. This
permits me& to assess the extent to which the effect of the dumped
imports was to displace sales of the fairly traded imports rather
than the domestic like product.

82 In general a price elasticity is the percentage change in
some guantity resulting from a 1 percent change in scme price.
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dumping is more likely. With a high level of substitutability, a
small decrease in the price cf the imported cement may lead a
large fraction of purchasers to shif; from the domestic product
to the unfairly traded impert. If, on the other hand, purchasers
do not perceive the unfairly traded cement to be a good
gsubstitute for cement produced domestically, fewer purchasers
will switch to the imported product in response to the price
declineloccasioned by dumping. It is therefore less likely that
the domestic industry has been materially injured.

The degree cf substitutability between different products
can be quantified by the elasticity of substitution. ® & large
value for the elasticity of substitution indicates that products
‘are good sﬁbstitutes. while a small value indicates the converse,
meaning that purchasers are less likely to change their
purchasing patterns in response to a change in relative prices of
the products. In the current case, it appears that portland
cement from Mexico is highly substitutable for portland cement
produced doemestically:

Both domestic and Mexican cement are used for the same

application -- the production of concrete -- and are

soldé through the same channels of distribution. . .

Virtually all U.8. preoducers, importers and purchasers

agree that the quality of U.8.-produced and Mexican

cement are comparable. U.S. purchasers also reported

that there are no significant differences in the

Mexican suppliers' marketing efforts vis—-a-vis those of
domestic suppliers.

#  The elasticity of substitution is defined as the

percentage change in the relative guantities of two goods
resulting from & 1 percent change in their relative prices.

B4 Economic Memorandum, INV-N-084 at 11.
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The fact that all cement generally conforms to the standards
established by the American Society for Testing Materizls (ASTM)
also suggests that the products are excellent substitutes. &

The extent of substitutability between domesgtic and imported
products was contested by the parties. Petiticners argued that
because cement is fungible and, in fact, almost periectly
substitutable, the substitution elasticity is 10. ® Respondents
claimed that cement is not complete;y homogengous ecconomically in
iight of spatial differences. Because of high land- |
transportation costs, a quantum of cement located 1 mile from the
end user is not eccnomically eguivalent to the same quantum of
identical cement located 200 mileg from the purchaser. Therefore
a relatively large price inc¢rease may be necegsary to induce a
producer to sell outside of its normal marketing area, if the
seller must assume the delivery or transportation costs., ¥
Accordingly, respondents placed the substitution elasticity at
aﬁproximately 5. Commission staff fixed the elasticity in the
range of between 5 and 10. " I find respondents' arguments con

this point to be more persuasive than petitioners' and,

¥  Report at A-6.

8 Tr. at 40; Economic Appendices to Petitioners' Pre-
hearing Brief at appendix G, p. 5.

¥  Record evidence supports this contention. Report at A-
75-76. Respondents also argued that independent purchasers such
as ready-mix concrete companies may prefer to purchase cement
from importers rather than from vertically integrated domestcic
companies, because doing business with vertically integrated
domestic producers may put them at a competitive disadvantage
relative to those producers' affiliated ready-mix companies,
particularly during times of short supply. Tr. at 172.

%  Econcmic Memorandum, at 11.
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accordingly, I find that the elasticity of substitution lies in
the lower end of the range proposed by stéff. That is, it lies
in the range of 5 to 7, rather than nearer the 10 suggested by
petitioners, *

I further f£ind that all cement consumed within the region,
including both cement produced in plants located cutside of the
sduthern—tier region and shipped into the region and cement
imported from countries not subject to investigation, has
approxXximately the same degree of substitutability for cement
produced in the southern-tier region and for cement imported f£rom

Mexico.

R iv £ r ' in P . The
effect of the gumped imports is alsc influenced by the
resgponsiveness of aggregate domestic demand to a change in price.
If aggregate domestic demand is highly respongive, a lowering of
the price for hoth imports gnd the like product as @ result of
dumping will generate a large increase in the amount of cement
demandéd and thus in total sﬁles of the product. In such a case,
a relatively large portion of the increased sales made by the
firms engaging in dumping will be sales that would net have been

made had the price been higher: and a relatively small portion of

the increase will be sales leost by domestic producers. By

¥  Of course, had I found the elasticity of substitution to

be greater, I would have found even greater effects of the dumped
imports. Thus, my concluslion does not depend on the finding of a
relatively low value for this parameter.
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contrast, 1f the total guantity demanded does not 1ncreage
significantly with the decreases in price. most of the sales
. gained by importers engaging in dumping will ccme at the expense
of the domestic producers or other sources of imports. Thus, the
lower the price responsiveness of toral demand, the more likely
it is that the domestic industry is materially injured by the
dumped imports.

The eceonomlc concept used in measuring this responsiveness
ig the elasticity of aggregate demand -- the percentage change in
the quantity of a product sold regulting from a 1 percent change
in the average price of the product. The higher this elasticlty,
the more responsive demand 1s to a change in price.

In this case, aggregate demand for cement 1s quite
inelastic. The demand for cement is derived from the demand for
concrete, which in turn depends on the demand for construction,

Portland cement accounts for a relatively small pertion of the

90

cost of construction, There appear toc be no good substitutes

for cement in the production of concrete. ' Because of the lack
of substitute products and the fact that cement is a small cost
component of a construction project, the demand for portland

cement ig relatively inelastic. *

qa
N

Economic memorandum at 12.

Report at A-74-75, BScme U.S8. producers reported that
flyash and slag may be used as a partial substitute for cement as
an admixture in the production of concrete. However, flyash can
only be used for certain applications, and in most cases could
only replace portland cement 'in approximately 10-15 percent of
applications. Id.

92 Economic memorandum at 12,

39



40
Petitioners argued that the price elasticity of dermand is
less than 0.5.  Commission staff placed the elasticity in a

G

range of 0.2 to 0.5. Regpondents contended that the staff's
estimate of the demand elasticity for cement should he hroadened
to a range of 0.25 to 0.75 due to the possibility of substituting
flyash and slag for cement. Because these substitutes can only
be used for certain applications and can only replace a small

amount of portland cement. I See neo reason to broaden the range

and agree with staff's assesgsment on this issue.

Price Responsiveness of Domestic Supply. Interacting with the
demand-side elasticities discussed above are various supply
elasticities. Foremost among these is the domestic industry
supply elasticity -- i.e., the responsiveness of the domestic
industry's supply to a change in price. If domestic industry
supply is highly responsive -- that is, if a slight decrease in
pfice will cause domestic firms to decrease the guantity they
produce by a relatively large amount -- any effect of dumping is
likely to be found primarily in decreased quantities sold by the
domestic firms. In such a &ase. dumping is unlikely to cause
mﬁch ©f a decline in the price at which the domestic good is
sold. On the other hand, if a price decrease results in only a

small decrease in domestic producticon., dumping mav result in a

*  Economic Appendices to Petitioners' Pre-Hearing Brief at
appendix G, p. 6.

" Economic Memorandum, at 12.
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smaller e2ffect on the domestic guantity preoduced and a bigger
effect on the price of the domestic good. The price
-respunsiveness of domestic supply is measured by the elasticity
of domestic supply —— the percentage change in the gquantity cof
domestic production resulting from a 1 percent change in the
average price of the domestic good.

The elasticity of domestic supply in the portland cement
industry depends upen & number of factors, including the level of
excess capacity in the industry, the availability of alternative
markets for cement produced in the scouthern-tier, whether other
production possibilities exist for the manufacturing equipment,
and the ease of entry intc and exit from the industry. <Capacity
utilization in the southern-tier for both portland cement and
clinker varied during_the pericd of.investigation, with cement

capacity averaging approximataly 72 percent for the period. ™

The average capacity figure for cement clinker was 84 percent. °

Because the domestic industry in this case i1s a regional
industry, shipments out of the region may be considered export
shipments and therefore may be viewed as alternate markets to
which domestic producers could divert shipments in response to
price changes 1n the region or alternate areas. For the

southern-tier region, however, BB percent or more of shipments of

producers located in the southern-tier occurred within the

%  Report at Table 7.

86 ;‘d-
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regicrn. 7

High transportation costs limit the abkility of firms
to compete in markets cutside of those immediately around the
plant or terminal, accounting for the relatively low percentage
of total shipments of regional producers sold ocut of the
region.

Entry into the cement market requires approximately two to

99
Ifour years.

Thus, it is very unlikely that a new firm could
enter the market in less than one year in response to a change in
price, which suggests-that the responsiveness of domestic supply
to & change in price is limited. In addition, virtually all of
the egquipment used to produce pﬁrtland cement iz dedicated to
that use. '™

Based on the lack ¢of significant excess capacity. the
limited nature of important alternate markets, and the lack of
 flexibility in the use of production equipment, Commission staff
piaced the elasticity of domestic supply between 1 and 4. %

102

Petitioners argued that the proper figure 1is 1.5, whilae

7 Report at A-13.

% 14. Some U.S. producers also reported making small
amounts of company transfers outside the southern tier region.
To the extent that these firms have affiliates cutside the
region, it may be more advantageous to ship directly to these

affiliates than to outside customers. Economics memorandum, at

7. _
99 Economics Memorandum at 7.

1icd m.

¥ 14, at 8§,

2 Economilc Appendices to Petitioners Pre-hearing Brief at
Appendix G, p. 8.
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respondents placed the value at 3, O

The ability to reduce
sales to customers cutside of the region suggests an elasticity
somewnat greater than the 1.5 figure put forth by petitioners. I
‘therefore determine that the relevant elasticity is in the range

of 2 to 4.

Price Responsiveness of Supply of Non-Subject Imports. The final
factor that must be examined in order to determine the effect of
dumping on the domestic industry is the responsiveness of the
supply of fairly traded imports -- imports that are not being
sold at dumped prices —— Lo a change in price, A large decCcrease
in the sppply of fairly traded imports as a result of a slight
price decrease reduces the likelihood that the domestic industry
is materially injured as a result of unfairly traded imports.

The higher the elasticity of supply of fairly traded imports, the
more the effect of any dumping is borne by other sources of
imports and the less the effect is borne by the domestic
industry. '™

In this case, petiticners claimed that the elasticity of

supply of fairly traded imports to the scuthern-tier region is

113 pegpondents state, "With a region-wide capacity

utilization nearing 90 percent and several large subregions near
or at 100 percent utilizaticn, we have assumed a value of 2.0 for
[the elasticity of domestic supplyl."

1% Like its counter-part the elasticity of domestic supply,
the elasticity of supply of fair-valued imports measures the
percentage increase in the supply of fair-valued imports that
would result from &2 1 percent increase in the price of those
imports.
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' Respondents'

limited, with a valup of approximately 3.
analysis posited that domestic producers located ocutside of the
region would increase shipments into the region in the absence of
LTFV imports and that lmports from other countries weould _ |
increase. Respondents therefore concluded that the appropriate_
value for the elasticity is 10. I agree with respondents that
shipments that enter the southern~-tier region from cther parts of
the United States should be treated as fairly traded imperts in
this case and that such shipments canh be expected to increase in
response to a rigse in the price ¢of cement in the regional

market. %

I aiso agree with respendents that a number of pther
countries could supply imports to the United States. In additlon
to Mexico and Japan, at least five other countries -- Columbia,
Venezuela, Spain, Greece, and XKorea -- exported cement to the
southern-tier during 198%. Imports from these ¢ountries
aécounted for between 11 and 13 percent of U.S. c¢onsumptiocn in

the southern-tier during 1986-89, ' However., petitioners'

argument that high demand in the home markets of these suppliers

1 Economic Appendices to Petitioner' Pre~hearing Brief at

appendix G, p. 11.

18 gshipments of cement from domestic producers located
outside of the region had a market share of between 6 and 11l
percent during the peried of investigation. Economic Memorandum
at 13. Some indication of the ability toc increase or decrease
inter-regional shipments can be inferred from the fact that
shipments in the southern-tier region from domestic suppliers
outside the region ranged between 1.8 million shert tons and 3.4
¥iéiiog short tons during the peried of investigation. Report at

able 5.

¥ Economic Memorandum at 13.
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hag resulted in limited excess capacity suggests that there are
limits to the feasibility of their expanding exports tc the
United States. '™

I find, therefore, that the elasticity of supply of non-
subject imports is in the neighborhood of & to 8., My finding
that the domestic supply elasticity is relatively less than the
elagticity of supply of fair imports is consistent with the
observation that dumped imports appear to have gained relatively

more of their increased market share from fairly traded imports.

f Dumpin Dom i ry. On the basis,
ipnter alig, of the interaction ¢of the market relationships
described above, I find that the domestic industry is materially
injured by reason of the dumped imports. Simply put, given the
relatively inelastic aggregate demand for cement and the high
degree of substitﬁtability between the dumped impeorts and the
domestic like product, I find that the dumped imports
significantly reduced the domestic industry's sales revenuse below

the level that one would expect had the imports from Mexico been

fairly traded. **

8 gee Petiticners' Pre-hearing Brief, Economic appendix ¢,

at 11-13 and Petitioners' Post-hearing Brief, Responses to
Questions of Chairman Brungdale at 38-39.

1% Another issue that must be considered in evaluating the
effect ¢of dumped imports in this case is the high cest of
transperting cement from the Mexican plants in which it is
produced to the U.S. market. Both petitioners and respondents
agree that it is necessary Lo account for this cost. (Economic
Appendices to Petiticners' Pre-Hearing Brief, Appendix G, at 17,

fcontinued.. .}
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The dumped imports depressed/suppressed prices for the like |
product and alsco reduced the gquantities of cement sold by
domestic producers. If the imports from Mexice had been fairly
traded, the domestic industry could reascnably have expected a
larger market share given, as is the case here, a relatively
inelastic aggregate demand for cement and a high elasticity of
substitution between the dumped imports and the like product. As
discussed previocusly, the'level of fair-valued impeorts, both from
countries other than Japan and Mexico and from producers ocutside
of the southern-tier region, as well ags the reascnably elastic
supply of these imports, reduces the impact of the dumped
importa. However, this fact is not sufficient to reduce the
injury of the domestic industry to an immaterial level.

In addition to considering the impact of the dumped imports
cn the volume of sales made by the domestic industry and the
price at which those sales ocgurred, the statute directs me to

examine "the impact of such merchandise on domestic producers of

108 ¢ . .continued)

note 46; Pre-Hearing Economic Submission on Behalf of Respondents
Cemex, S.A., and the Cement Free Trade Association at A,31 -
A.37.) However, the parties disagreed as Lo the proper way to
account for these effects. Petitiloners relied on an average of
the effects for the entire southern-tier region while respondents
utilize a plant-by-plant analysis and then averaged these effects
te cobtain an average value. (Petitioners' Post-Hearing Brief,
Responses Lo Questiong of Acting Chairman Brunsdale, at 40-41:
Pre-Hearing Econcmic Submission on Behalf of Respondents Cemex,
S.A., and the Cement Free Trade Association at B.6)

In my analysis I used the approach of the petiticners. I
find it difficult to understand exactly what respondents 4id in
their plant-by-plant analysis, 1In additicn, petitioners noted
that the plant-by-plant analysis used by respondents results in
some anomalous results. (Petitioners' Post-Haaring Brief,
Responses to Questions of Acting Chairman Brunsdale, at 35-36)
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like products. . . ." ™ 1In conducting this examination. I am
instructed to consider such factors as industry employment,
investment, and utilization of capacity. ***

The effect ¢f the subject impeorts on these parameters
follows from the effect on industry volume and price. For
example, the effect on industry employment ig directly related to
the effect on volume since the employment level in an industry
wWill rise or fall with changes in the demand for its product. In
the current case, I believe the dumped imports had a material
impact on employment because they had a material effect on
industry cutput.

Investment levels depend on the expected future
profitability of the industry. If dumping causes significant
declines in industry prices or sales and if these declineg are
- expected to persist inte the future, firms may not find 1t
profitable to engage in as much investment as they would absent
the dumping. Again, in the present case I find a material impact
on investment given the substantial impact dumping had on volume
and price. Finally, since dumping had a material impact con
industry volume and future investment, it had a material impact
on capaclty utilization.

In sum. the dumped imports have materially inijured ;he

domestic industry, which is manifested in the current condition

B0 16 U.S.C, 167T{7TVIB){L)(III).
R 19 U.S.C. 1677(7) (C) {iii).
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of the domestic industrv, '

The eviderce cdiscussed thus far
would, in a case inveolving a national narket, be sufficient tol
lead me to conclude that & domestic industry has been materizlly
injured by reascn of the subject LTFV xmpori=s. Dumping margins
énd import penetration are relatively high: the unfair imports
are gocd substitutes for the domestic product; and a decrease in
the price of cement is highly uniikely to result in a significant
increase in the quantity ©f Cement purchased.

However, as noted above. because this case involves a
regicnal industry. there is an additional consideraticn that must
be addregged. In corder to find materia: injury to a regicnail
industry, "the producers of all, or almost all, of the production
within ({the regional marketl" must be materially injured. ™ 1In
the current case, I find that all ¢of the producers do suffer
material injury. As discussed above, the cement preoduced by one
firm is guite substitutable for that produced by ancther, whether
it is produced domestically or abreoad. Thus,. there are no
product differences that would shield some producers from the
injury being suffered by others,

Respondents claimed that in spite of the fungibhility of
cement, the "all or almost all" standard is not satisfied. They
presented two arguments to support this contention. First,
respendents asserted that & large percentage of Mexican imports

were brought in by or for domestic producers, who are responsible

112
12

See discussion p. 29-32, supra.
19 U.5.C. § 1677(4) (C),

48



49
for the pricing of cement in the southern—-tier region. '** They
also argued that the domestic industry is not injured by these
imports because they are controlled by domestic producers and

benefit those firmg. **

Petitioners acknowledged that domestic
producers have themselves been imperting cement and clinker, but
maintained that such ;mports are a symptom of material injury,
because domestic producers have been forced to purchase and sell
low-priced LTFV imports in order to remain competitive, rather
than produce and sell theilr own cement. s

I agree with respondents that if a domestic preducer would
have imported Mexican cement, even if it were fairly traded, in
order to serve customers that could not otherwise be served,
there is no injury from the dumping. While this situation may
have occurred on a few occasions, I am net persuaded that the low
price at which unfairly traded Mexican imports could be obtained
did not play & role in U.S. firms; decisionsz to import Mexican

cement rather than produce themselves, perhaps hy engaging in new

investment, or than purchase from other domestic firms in order

4 opr. at 145-147.

i3 They argue that this fact limits the significance of the
import penetration level., Tr. at 147. They also argue that the
profits of domestic importers are greater than they otherwise
would be and that the imports are used to augment their
production when their capacity is limited, to grant them access
Lo regions where transport costs would make their own product
uneconomic and to enable them to serve customers durinhg

uhanticipated shutdowns. Respondents' Pre-hearing Econcmic
Submission at A.37-A.39,

118 petitioners' Pre-hearing Brief at 85-86.
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to supply customers in regions where they do not have a plant. **
Therefore, I decline to find that imports by or Zor domestic
producers do not cause injury to the domestic industry in the
present case, °

Second, respondents alleged that a substantial number of the
producers located in the southern-tier region are not injured
because imports are either not present or at least are not a very
. important facter in the local marketing area in which thess
producers sell their cement. Respondents argued that it is the
location of cement producers"associated terminals (with the
plant itself also being considered as & terminal) that determines
the competitors for a particular sale, By identifying those
domestic terminals and theilr associated plants that were
sufficiently close to the distribution points cof the imported
Mexican cement to reasocnably provide a viable alternative supply,

respondents purported to estimate the total import presence

experienced by each plant and thus the effect of LTFV imports on

¥ gee Petiticners' Post-hearing Brief, Responses to

Questions ¢of Chairman Brunsdale at 14-31. Dumping may injure an
importing member of the domestic industry if the presence of the
dumped imports in the market has an adverse effect on the
producers’ abllity to invest. gSeg, e.g9.. Electrolytic Manganese
Digxide From Greece, Ireland, and Japan. Inv. Nos., 731-TA-406-
408 {Preliminary}, USITC Pub. No. 2097 (July 1988). several
demestic producers whe imported Mexican cement have indicated
that the presence ¢of the LTFV imports in the market has had a

detrimental effect on their akility to invest. Report at
Appendix F.

1% Although one must remain somewhat dubious when faced with
allegations that imports by domestic producers are injuring the

domestic industry, I see no reason why, in certain circumstances

{like those presented here), the domestic industry might not be
injured "by reascon of" such imports.
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the condition of each plant, **

While I found respondents’
analysis of the plant—by-ﬁlant effects of the dumped imports very
interesting and potentially very useful, I ultimately concluded
that I could not rely on this material for a variety of reasons. '*°
I would., however, encourage further work along these lines in
future regional industry cases, but with the proviso that parties
should bear in mind the need to present the analysis with
sufficient clarity and suppeort on the record so that the
Commission can fully assess its validity.

Therefore, based on the evidence available in this
investigation, I f£ind that producers of "all or almost all" of
the production of gray portland cement and cement clinker in the
southern-tier are materially injured by reason of imports of
cement and cement clinker from Mexico that are sold at less than

fair value,

1% gee Respondents' Pre-hearing Economic Submission, Appendix

¢, and Respondents' Responses to Questions of Acting Chairman
Brunsdale at 30-39. '

0 First, the material was not presented with sufficient
transparency to allow assessment of the methodology's
correcthess. Secondly, 1t seems to me that the effects of the
imports should be analvyzed in each local market and these effects
then averaged to obtaln the effects on sach plant rather than
averaging the wvaluegs of the various parameters, such as the level
cf the unfalr imports, to obtain a plant level value. Finally,
petitioners raised serious questions about the appropriateness of
adjusting for the cost of transportation separately for each
market whille assuming the dumping margin remained constant
throughout the regicon, See Petitioners' Post-hearing Brief,
Respenses to Questicons ©f Chairman Brunsdale, at 35-36,

51



s



Views of Commissioner Seeley G. Lodwick

Investigation WNo. 731-TA-451 (Final)
Gray Portland Cement & Cement Clinker from Mexico

I determine that an industry in the United States is materially injured
by reason of less than fair value imports of gray portland cement and cement

clinker from Mexico. !

I. Like duct, Related i i Industr lati

I concur with Acting Chairman Brunsdale’s conclusions that cement and
clinker constitute a single like product, that the clinker grinding operations
of particular producers should not be excluded from the domestic industry,
that noc related parties should be excluded from the domestic industry, and
that the approﬁriate regional industry consists of a southern tier region. 2
I also concur in Acting Chairman Brunsdale’s decision to cumulate imports from
Mexico with those from Japan that are also subject to investigation, and note
that this is consistent with my decision to cumalate imports of cement from

Japan and Mexico in the preliminary investigation of cement from Japan. 3

! Material retardation is not an issue in this case and will not be

discussed,

? I note that my analysis of these issues does not differ materially from my
views in the preliminary investigation,

3 See Gray Portland Cement and Cement Clinker from Japan, Inv. No. 731-TA-
461 (Preliminary), USITC Pub. 2297 {July 1%%90).
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I1. Th giness Cycle and Conditions o titd

| Saction 77L(7}(C)(iii) of the Tariff Act of 1930 as amended by the
Omnibus Trade and Competitiveness Act of 1988 requires the Commission to
evaluate the relevant economic factors "within the context of the business
cycle and conditions of competition that are distinctive to the affected
industry." * With respect to the cement and cement clinker industry in the
southern tier region, I find the conditions of competition important to my
analysis of this case. The cement industry is both c¢apital intensive and
preduces a "commodity product.™ In such a comnodity market in which producers
have high fixed costs, a foreign producer’s efforts to increase market share
through LTFV pricing affects the prices and/or output of the domestic
industry, effectively reducing the contribution profit of the domestic
industry and impairing the domestic industry’s capability to invest over the
long term.

I have also considered the businegs eycle within the cement industry,
but I am not persuade& by petitioners’ argument that the c¢ycle within the
industry is sufficiently predictable to be of great use in my analysis. Thus,
I do not believe that simply examining the return on assets earned by domestic
producers, leads me to the conclusion that there is material injury to the
domestic industry by reason of the dumped imports. Demand for cement is
derived from the activity of the construction industry, an industry that faces
boom and bust periods depending upon local business conditions. ° In this
case, the scuthern tier region includes several submarkets that have faced

differing economic conditions over the perjod of investigation, such as the

b 19 U.8.C. § 1677 (1) (C)(1i).

> Report at Table 4; Fconomic Memorandum, INV-R-084 at 12,
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¢ Tt is most

development boom in southern California and the bust in Texas.
difficult to define a broad regional business cycle for a regional industry
that iz comprized of a number of submarkets with their own indepeﬁdent and
often unpredictable business cycles,

Because all cement producers have good and bad times dependent upon
demand in their local markets, firms must, as the petitioners suggest, earn
higher returns on capital in the good times to offset lesser or negative
returns on capital in the bad times in order to obtain adequate long-term
return on investments. !/ Moreover, since it is difficult to determine exactly
where a single local producer is in its business cycle, it is even more
difficult to determine where an entire regional industry iIs in its business
cycle, if one exists.

Although there may be independent business cycles and changing
conditions in local markets in the scuthern tier region, the over-all
consumption trend within the regional industry may not manifest any peaks or
valleys that typically are characteristic of a business cycle. Data collected
‘regarding apparent consumption reveal little change from 1986 through 1989 for
the southern tier regiom. ® Accordingly, the condition of the regicnal
industry, discussed below, should be considered in the context of relatively

stable demand in the scuthern tier matket.

6 See Japan Report at Table & and Megicap Cement Prellmlnary Report at Table
5; Mexican Cement Tr., at 69.

T 7r., at 20,

® Report at Table 5. Between 1986 and 1989 apparent consumption increased by
approximately 2 percent.
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IIT. Condition of the Domestic Industry,

In conducting its investigations, the Commission collects data regarding
several econcmic factors and financial indices regarding the domestic
industry. These econocmic factors include apparent consumption, demestic
oﬁtput, prices, capacity and capacity utilization, productivity, inventories,
emplioyment, and wages. The financial indices include net sales, profits,
return on investments, and cash flow, ?

Total shipments of cement and clinker in the southern tier increased over
the period of investigation. The total quantity of domestic shipments of
cement was 4.7 percent higher in 1989 than in 1986 and rose 3,5 percent for
the first quafter of 1990 as compared with the first Quarter of 1989, 10
Domestic cement and <linker production also increased. ' Cement production
rose by approximately 4.9 percent from 1986 to 1989 and by 5.4 percent for the
first quartef of 1990 as compared tc the same period in 1989. Clinker
preduction increased by approximately 10.1 percent from 1986 teo 1989. 12

- However, due to the declining unit values of cement, the value of total
shipments by producers located in the southern tier decreased approximately

3.7 percent between 1986 and 1989, '3 The value of cement shipments rose,

% 19 0.5.C. 1677 (LY (ii) & (iid).

' Report at Table 8. Total clinker shipments by quantity increased greatly
in percentage terms over the period of investigation, However, it should be
noted that shipments of clinker account for only approximately 5 percent or

less of clinker production because most clinker is consumed internally and is
not shipped. Report at A-33,

1 papert at Table 7.

12 1d.

13 Report at Table 8, While the unit value of c¢linker shipments in the

southern tier also decreased over the period of investigation, the total value
{continued...)
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however, by approximately 6.5 percent for the first quarter of 1%90C as
compared with the same period in 1989. 14
The number of production and related workers in the southern tier alseo
decreased by recughly 19 percent between 1986 zand 1989 and decreased by
approximately 3 percent for the first quarter of 1990 as compared with the

first quarter of 1989, 1°

The number of hours worked by such workers showed a
similar decline, decreasing approximately 14 percent between 1986 and 1989 and
by 5.5 percent for the first quarter iQQG as Eompa}ed with first gquarter 19885,
Tetal wages paid to preduction and related workers fell by approximately 13.8
percent between 1986 and 1989, while hourly wages rose by approximately 0.4
percent over the period of investigation. ¥ This decline in employment,
however, was countered by & rise in labor preductivity in the southern tier
region which increased by approximately 23 percent from 2.6 short tons per
man-hour in 1986 to 3.2 tons per hour in 1989 and by approximately 11 percent
for first quarter 1990 as compared with first quarter 1989, V7

Domestic capacity to produce both cement and cement clinker showed little

change over the period of investigation '® and capacity utilization increased

15(...continued}

of clinker shipments increased dramatically over the period of investigation
due to the increased gquantity of shipments., Report at Table 9, However, the
amount of clinker shipments was small in compariscn to the amount of cement
shipped within the regiomn.

1% Report at Table 8.
1 Report at Table 11..
16 14,

7 Report at Table 11.

18 Report at Table 7. Clinker capacity decreased approximately 1.3 percent
between 1986 and 1989, while capacity te¢ produce cement decreased

{continued...)}
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slightly. Y Domestic inventories of portland cement, however, rose slightly,
while inventories of clinker decreased. MNeither inventory category represents
a significant share of domestic.productian. 0

Significantly, the financial performance of sputhern tier firms
deteriorated during the periocd of investigation. Net sales decreased
slightly, reflecting lower unit values for cement. Gross profit declined by
approximately 18 percent between 1986 and 1989, while operating income
decreased by 36.7 percent during that peried. 21 Net income decreased and
turned inte net losses, 2 The cash flow position of domestic producers also
worsened, 22 As a result, operating and net returns on both fixed assets and

24

total assets alsc deteriorated. Thus, the financial health of the industry

has been negatively impacted, as average prices in the domestic industry have

declined during a period of slightly rising consumption within the southern

25

tier region, The detericrating financial performance of the industry is

8¢, . continued)

approximately less than 1 percent between 1986 and 1989 and increased by less
than 1 percent comparing the first quarter 1989 and first quarter 19590.

"9 Report at Table 7. Fortland cement capacity utilizatien rose from 70.1
percent in 1986 to 75.1 percent in 1989, while clinker capacity utilization
rose from 80.5 to B89.7 percent during the same peried,

@ 14, at Table 10,

21 Report at Table 12.

22 14,

a Report at Tablie 12,

24 Report at Table 20. Cperating return on total assets for producers

located in the southern tier decreased from 5.4 percent in 1986 to 2.5 percent
in 1989, while net return on such assets decreased from 0.2 percent in 1986 to
a loss of 1.0 percent in 1989. Id.

¥ Report at Table 8.
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significant, especially during a period of fairly tight domestic supply when
prices do not ordinarily decline. Declining profits and cash flows also
impair the ability of the industry to invest in long term development.
Therefore, I find that the producers of all or almost all of the preduction in
the Tegional cement and clinker industry in the southern tier region are

materislly injured.

IVv. Msterjal Injury by Reason of LTFV Imports.
In determining whether there is material injury by teascn of LTIFV imports,
the Commission must consider, in each case;

- (I) the volume of imports of the merchandise, which is the subject
of the investigation,

(II) the effect of imports of that merchandise on prices in the
United States for like products, and

(II1) the impact of imports of such merchandise on domestic
producers of like products, but only in the context of production
efforts in the United States. %
The Commission may consider other factors it deems relevant, but must explainl
why they are relevant. ¥ The Commission may take into account information
concerning other causes ¢f harm tc the domestic industry, but it is not to
weigh causes. #  ynder the regional industry provisicn of the statute,
producers of "all or almost all" of the production in that market must be

materially injured by reasen of the dumped imports. 29

% 19 U.5.C. 1677 (7)(B). In examining the impact of the imports, I am
instructed to consider such factors as industry employment, investment, and

utilization of capacity. 19 U.5.C. § 1677(7)(C){iii).

19 U,.8.C, § 1677({T)(B).
2 5. Rep. No. 249, 96th Cong., st Sess. 57-58, 74 (1979).

19 U.5.C. § 1677(4)(C).
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A, The Volume of Imports is Significant, 30

The volume of LTFV imports into the southern tier region is significant
and increased over the period of investigation. Imports of cement from Mexico
by guantity increased approximately 24 percent between 1986 and 1989. 3
Japanase cement imports increased in quantity terms by 395 percent between
1986 and 1989. * (Clinker imports from Mexico decreased by approximately 70
percent by quantity, to a relatively insignificant level between 1988 and
1989. ¥ Clinker imports from Japan during the period of investigation were
negligible, 34

Consegquently, there has been a significant increase in subject import
market share over the period of investigation. The ratio of imports Irom
Mexico to consumption in the southern tier increased from ¢ to 13 percent from
1986 to 1988, then fell to 11 percent in 1989, for an average market
penetration of 11 percent over the period of investigation. The ratioc of
imports frem Japan to consumption in the southern tier increased from one
percent in 1986 to five percent in 1985, Thus, the ratioc of cummlated imports
from Mexico and Japan combined to consumption rapged from 10 percent in 1986
to 16 percent in 1989, 3 I therefore consider the cumulatively assessed
volume of imports in relation to the size of the market to be significant.

Some of the gain in market share of the Mexican and Japanese imports was at

30

3

32

33

35

See 19 U.S8.C, § 1677 (N(BY(1) (D).
Report at Table 27.
Report &t Table 27.
Report at Table 28.

1d.

Report at Table 27.
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the expense of impeorts from other countries. Nevertheless, in light of the
commodity nature of the product and the conditions of cempetition in the
market, the significant and increasing volume of the subject imports had
significant adverse effects on domestic market prices which led to material

injury to the demestic industry.

B, The Subject Imports Have Depressed Prices for the Like Preduct.
1. Underseiling exists. > In the course of this investigation,
the Commission gatherad pricing data in twelve metropolitan areas in the
southern tier region where Mexican cement was marketed, 3 The record
evidence reveals differing &egreas of underselling depending upon the
geographic market. Neﬁertheless, underselling predominated in 9 of the 10

market areas in which price ceomparisons were pessible, 8 39

% 19 4,5.C. § 1677 (7)(C)(ii)(I) provides that "in evaluating the effect of
imports of such merchandise on prices, the Commission shall consider whether -
- there has been significant price underselling by the imported merchandise as
compared with the price of like products of the United States . ., "

¥  The areas chosen for price comparison were Albuquerque, NM; Houston, TX;
Mobile, AL; New Orleans, LA; Orange County, CA; Phoenix, AZ; San Antonio, TX;
San Diege, CA; San Francisco, CA; Tampa, FL; Tucson, AZ; and West Palm Beach,
FL. Report at A-77.

3  Report at A-77 to A-B4. Underselling predominated in Tampa, FL (33 of 51
months), West Palm Beach, FL (5 of 8 months), New Orleans, LA (24 of 24
menths), Houston, TX (23 of 36 months), San Antonio, TX (27 of 38 months),
Phoenix, AZ (41 of 48 months), San Diego, CA (36 of 44 months}, Crange County,
CA (31 of 47 months), and San Francisco, CA (38 of 38 months) markets,
Qverselling was predominant in one market, Albuquerque, NM (37 of 40 months),
and no price comparisons were possible for two markets, Mobile, AL, and
Tucscn, AZ. Id.

3 1 note that respondents argued that margins of underselling or overselling
are more likely to be the result of problems with the data collected in this
investigation than they are to reflect the ability of Mexican cement to
undersell domestically produced cement in a commodity market. See Tr. at 184

{continued...}
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With respect to imports from Japan, the Commission collected pricing data

for three distinct marketing areas in California, *°

In Orange County, the
only location where data on import prices was received, underselling by the
imports occurrad in 26 of the 37 months where price comparisons were
possible, A

2, Bignifi t Price D ssion/Suppression ists,

The record shows that price trends varied, some increasing, others
decreasing, depending upon the metropolitan area examined, %2 The decrease in
average unit values for the southern tier regicn, however, shows that on
average, prices in the region have declined. 43

The record evidence establishes that conditions of competition in the
cement and clinker industry exist in the scuthern tier regicn that tend te
increase the probability that price depression has resulted from dumped

jmports. Generally, imports have the greatest impact on domestic sales and

revenues when they are available ip significant volumas, when consumers are

—

3¥(, ., .continued) '

and 185, If there were such underselling in a commodity market, one would -
expect radical changes in market share between subject imperts and domestic
shipments. These did not occur. I also note that petitioners agreed that it
was unusual for the data to reveal significant underselling margins given the
price sensitivity in the market for such a commodity product as cement. Tr.
at 133-134. Accordingly, I believe the pricing data may cverstate the actual
degree of underselling by Mexican imperts,

“  These areas were San Francisco, San Diego, and Qrange County, California.
Japan Report at A-56 to A-57,

41 Id.

% Report at A-77 to A-84. In the twelve local markets for which the
Commission collected pricing data, prices increased in five markets: Tampa,
FL; West Palm Beach, FL; New Orleans, LA; San Diego, CA; and San Francisco,
CA, and decreased in seven markets: Mobile, AL; Houston, TX; San Antonio, TX:
Albuguerque, NM; Phoenix, AZ; Tuecson, AZ; and Orange County, CA.

4% Report at Table 14 and Table 8.
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unwilling to purchase significantly more of the product even if the prices of
these goods go down, and when consumers view the imported and like product as
close substitutes, Under such circumstances a decrease in the price of the
import is likely to result in direct substitution of the import for the
domestic 1like product, rather than in increased overall purchases of the
product. When the import market share is significant, this substitution or
threat to substitute tends to lower domestic prices, as domestic producers
‘reduce prices to meet import competitjon in order to maintain their domestic
gales volumes.

In this case, the evidence on.all three of these considerations is
consistent with the existence of significant price and sales effects on the
domestié like product due to LTFV imports of cement from Mexico and Japan.
First, the amount of cement demanded is unlikely to increase in response tec a
change in price. The demand for cement is derived from the demand for
concrete, which in turn depends on the demand for construction. Portland
cement accounts for a relatively small portion of the cost of most

construction projects.“‘

and there appear to be no good substitutes for
cement in the production of concrete. % Secend, as discussed above, the
import penetration levels for Mexican and Japanese cement are significant and
increasing. Third, imports from Mexico and Japan are highly substitutable

with domestically produced cement and ncn subject imports. Both domestic and

Mexican cement are used for the same application, the production of concrete,

%  Report at Economic Memorandum, Inv-N-084 at 12.

Report at A-74 to A-75, Some U.S5. producers reported that flyash and slag

may be used as a partial substitute for cement as an admixture in the
production of concrete. However, flyash can only be used for certain

applications, and in most cases could only replace portland cement in

approximately 10-15 percent of applications. Id.
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and are sold through the same channels of distribution. %  The fact that all
cement generally conferms to the standards established by the American Society
for Testing Materials (ASTM) alsc suggests that the products are excellent
substitutes. ¥ Under these circumstances, then, the conditicms are present
for LTFV imports in the market to lower domestic prices or market share. “

Thé ability of subject cement imports to increase their penetration levels
is possible by.lowering their prices which effectively lowers prices in the
entire market. Domestic producers can attempt to hold om to their market
share by matching subject import price declines. The drop in average cement
prices in the region supports a finding that significant and increasing
subject cement imports from Mexico and Japan did indeed have a price
depressing effect on the domestic cement market in the Scuthern tier during
the period of investigation. The droﬁ in non-subject import market share also
supports a finding of price depression as non-subject importers appear to have

been unwilling to match lower U.5. market prices and have simply reduced their

import volumes. 49

Thus, the record evidence as a whole supports the
cenclusien that the LTFV imports have depressed prices received by the

domestic industry to a significant degree, >0

%%  Economie Memerandum, INV-N-084 at 11.

«r Report at A-6.
% see New Steel Rails from Canada, Inv. No. 701-TA-297 (Final), USITC Pub.

2217 (September 1989} (Dissenting Views of Commissioner Seeley G. Lodwick) at
238-239. :

“  No evidence suggests that non-subject imports faced rising factor costs or

had other export opportunities causing them to withdraw from the U.S5. market,

019 U.$.C. (7)(CY{i4)(I) & (II). The law requires a consideration of both
significant underselling and whether the LTFV imports had caused price
depression or "prevented increases, which otherwise would have occurred, to a

(continued,..)
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€. Impact of the Subject Imports on the Domestic Industry.

I find that the volume of imports and their effect on prices in the cement
industry in the southern tier have caused materizl Injury to domestic
producers based primarily upon their effects on the financial condition of the
regional industry,

The cumulated LTFV imports’ effects on the prices of producers in the
southern tier region have adversely affected the income-related indices
discussaed above, such as profits, cash flows and return on investments, and

*' Domestic cement

thus, the domestic industry's ability teo invest.
producers, faced with LTFV import price competition have dropped their prices
in an effort to maintain thelr output volumes and capacity utilization levels
in order to minimize the drop in their centribution profits to their high
fixed costs. This maintains production, shipment, and employment levels, but
severely impacts the industry's financial indicaters. Failure of the domestic
industry to match LTFV import prices would result in large drops in domestic
output and contribution profits. .

Taken as a whole, the record evidence supports the conclusien that the
regional industry has been materially injured by cumulated LTFV imports of

cement and is consistent with the requirement that a high proporticn of

producers within the region must be adversely affect by the subject

. .continued)

significant degree," to evaluate "the effect of imports of such merchandise on
prices."

51

The record in this investigation reveals that some firms have curtailed

planned investment. Report at Appendix F.
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imports. 5e

My analysis is based upon the statutory criteria regarding injury
for the industry as a whole, that is, injury to producers of all or almost all
of the production in the region, 53 I refuse to be misled by the performance
trends of isolated groups of individual producers that may have benefitted
from positive economic conditions in their local marketing areas. Nor do I
believe that increases in production due to increased demand, even if
experienced by most of the industry, require a negative determination for the

industry as a whole, let alone under circumstances in which the increased

demand is limited to local markets. ** In this case such increased demand is

2 1 have taken into consideration respondents’ argument that a substantial

number ¢f the producers located in the scuthern tier region are not injured
because imports are either not present or at least are not a very important
factor in the local marketing area in which these producers sell their cement.
See Pre-hearing Economic Submission of Respondents Cemex and The Cement Free
Trade Association at Appendix C. I note, however, that it is somewhat
arbitrary to determine that if multiple producers exist in a particular
geographic area, one can divide subject imports of producers in the area in
proportion to their market shares for the entire area, based upon assumptions
restricting the distances in which cement can be transported economically, and
te do such a causation analysis, as respondents attempt to do. When one
considers the range in which Mexican imports can be sold along the Mississippi
River, for example, this is even more apparent. Even when some domestic
producers are not in the near vicinity of a source of significant subject
imports, this deoes not mean that there is no basis for a causation argumernt,
based upon the effect of some domestic producers shifting shipments away from
areas where subject imports compete, a phenomenon referred to as "the ripple
effect.™ These "displaced" shipments that are shifted away the geographic
region in which subject imports compete then impact the surrounding gecgraphic
areas, Producers in the surrounding aress must then shift their shipments
away from the "displaced" domestic shipments or face price declines in their
area, The net effect of lower subject import prices through the whole region
after all the adjustments by domestic producers will result in lower demestic
prices or reduced U.5, shipments in the entire region.

5 1n making this determination, I have examined the record pertaining to the

individual producers in the region.

* 19 U.8.C. § 1677{7)(E){ii) ("The presence or absence of any factor which
the Commission is reguired to evaluate . . . shall not necessarily give
decisive guidance with respect to the determination by the Commission of
material inmjury.”); S. Rep. 100-71, 100th Cong., 1lst Sess. (1987) 116;:

{continued,..)
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a phenomenon limited to specific local markets. Further, the stafute does not
require a finding that producers of all or almest all of the regional
production are operating at a loss, but only that such a proporticn are
"materially injured . . . by reascn of the subsidized or dumped imports." 75
V. Ceonclusion
For the foregoing reason, I find that the record evidence in this

investigation demonstrates that an industry in the United States has been

materially injured by reason of LTFV sales of gray portland cement and cement

clinker from Mexico.

(., ..continued)

Cf, American Spring Wire Corp. v. United States, 590 F. Supp. 1273 (Ct. Int’1
Trade 1984) at 1279 (legislsture intended “"that absence of profits shall not
act as a proxy for injury."}

55

19 U.8.C. § 1677(4)(C).
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DISSENTING VIEWS OF COMMISSIONER DAVID B. ROHR

I determine that the domestic regional industry is not ma.t;rially inj_ured and not
threatened with material injury by reason of imports of gray portland cement and cement
¢linker From Mexico that the Department of Commerce has determined to be sold at less than
fair value (LTF"‘»’).1 Specifically, I determine that producers of all or almost all of regional
production are not currently experiencing material injury. Further, in light of the receat
performance of the industry, prior to the initiation of this investigation, and making
reasonable projections about the future volume and price effects of the Mexican imports, I
find that there is no real and imminent threat of material injury to producers of all or almost

all of regional production.

In order to make a determination under titie VI, I must begin my analysis by del’iﬁing
the domestic industry, that is the universe of producers whose operations are to be evaluated
and against whose operations the effects of LTFY imports are to be assessed. This industry
is delined in terms of a "Eikc.product,“z and the "like product” is defined in terms of the
articles subject to investigation.® The articles subject to this investigation include gray
portiand cement and cement clinker from Mexico.® In the preliminary in this investigation,
as well as the even more recent preliminary involving these same articles from Japan, and,

indeed, in most recent Commisston investigations of these products, gray portland cement and

V Material retardation is not an issue in this investigation and will not be discussed.
Z Section 771(4)(A), 19 US.C. §16T7(4)(A).
3 Section 771(10), 19 US.C. §1677(10),

“ Final Determination of Sales at Less than Fair ¥alue, Gray Portland Cement and Clinker
from Mexico, 55 Fed Reg 29,244 (July I8, 1990).
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cement clinker have been viewed as a single like product.” No information to the contrary was
developed in this final investigation, as the parties did not argue that any other definition
would bec more appropriate. [ therefore conclude that the tike product in this investigation
consists of gray portland ¢cement and cement clinker.

The principle issue in this investigation concerning the domestic industry involves the
application of section 775(4XC),% the regional industry provision of the statute. As I siated
in my views in the Japanesc imports case, i all but one of the Commission’s many
investigations of the cement industry over the years, the Commission concluded that a regional

industry analysis was appropriatc.? I conclude again, in this investigation, that a regional

5 Gray Portland Cement and Cement Clinker from Mexice, Inv. No. 73i-TA-451
(Prefiminary), USITC Pub. 2235 (1989) (hercinafter Mexican Cemeny). No party in that case
argued for a different definition of the like product. In what appears to be the only previous
investipation involving imports of both cement and cement clinker in which like product was
a contested issue, Portland Hydraulic Cement and Cement Clinker from Colombia, France,
Greece, Japan, Mexico, the Republic of Kores, Spain and Venezuela, Tnv, No. 731-TA-356-343
(Preliminary), USITC Pub. 1925 (1986) {1986 Cement), respondent parties had argued that
cement and cement clinker are separate like products. The Commission found otherwise,
concluding that they are a single like product,

% The language of the provision is:
(C) Regional Industries--In appropriate circumstances, the United States, for -
a particular product market, may be divided into 2 or more markets and the
producers within cach marker may be treated as if they were a separate tndustry
if--

(i) the producers within such market sell all or almost all of their
production of the like product in question in that market, and
(ii) the demand in that market is not supplied, to any substantial
degree, by producers of the product in question located elsewhere in the
United States.
Insuch appropriate circumstances, material injuty, the threat of material injury,
or material retardation of the establishment of an industry may be found to
exist with respect to an industry even if the domestic industry as 2 whole, or
those producers whose collection output of a tike product constitutes a major
proportion of the total domestic production of that product, is not injured, if
there is a concentration of subsidized or dumped imports into such an isolated
market and if the producers of all, or almost all, of the production within that
market are being materialiy injured or threatened with material injury, ar it the
establishment of an industry is being materially retarded, by reason of the
subsidized or dumped imports,

7 in all but one of the Commission’s prior investigations of cement a regional analysis was
used. Se¢ Report at A-3; and Yiews of Commissioner David B. Rohr, Gray Portland Cement
and Cement Clinker from Japan, 731-TA-461 (Preliminary) USITC Publication 2297, 31 n,2
{July 1960) (Rohr Japan Cement Views). See also Portland Hydraulic Cement from Australia
and Japan, Inv. Nos. 731-TA-108 and 109 (Preliminary), USITC Pub. 1310 {1982); Rock Salt
from Canada, Inv, No. 73]-TA-239 (Final}, USITC Pub. 1798 (1986). In the 1985 Cement case,
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analysis is also appropriate. The issue thus settles on the question of what is the appropriate
region; in other wor&s, which set of producers make up the regional industry,

First, I conclude that the proper application of the statute in this investigation is for -
there to be a single regional industry whose operations will be evaluated. In this investigation,
Mexican imports enter in substantial quantities afl aflong the Southern border of the United
States, and along the California coast as far north as the port of San Francisco (heteinafter
referred to as the border area). I note that this border area, along with a pumber of lesser
included geographical areas, all meet the isolated domestic market reguirements of section
771(4YC) (i) & (ii). Import concentration, another rcqﬁircment for proper application of
section 771(4)}C), also increases as the region is broadened to include the entire border area.

There are two subarcas within the broadly defined border area whose inclusion into
the region in this investigation raises real questions. The first area includes a group of plants
in the northern and middle portions of Alabama and Mississippi. These plants ship
predominantly northward and, thus, do not market their cement in the same areas as the other
plants in the region.® Further, only a very small portion of Mexican cemcnf enters the areas
in which these plants do scit their cement, 1 conclude, therefore, that it is appropriate not to
includ¢ them within the regional industry for this investigation,

The second area, which is considerably more troublesome, includes Northern and
Central California. This area, as noted in the Japanese cement preliminary, is served
principally by three domestic ptants.” Having examincd the data from these plants, I note
that their inclusion would generally have comparable statistical effects to their inclusion in

the Japanese cement preliminary investigation, I would be inclined therefore towards their

the regional industry issue was not raised by the parties. The petitioner in the that case noted
that cement was produced and sold in a series of regional markets, but argued that regional
markets were all being injured by imports and therefore injury could be assessed on a national
basts. Many of the prior cement cases predate the adoption of the regional industry provision
insection 771{4XC), but nevertheless were conducted under analogous principles of regionality
under prior statutes.

8 Report at A-30 n.58.

? Rohr Cement Views at 37 n.17.
71



72

inclusion into the regional industry.’ One difference is that these three plants represent a
much smatier proportion of the regional industry than they did in the Japanese investigation.
Generally, the inclusion of the data from the eperation of these plants would improve the
statistical picture of the operation of the regional industry. I chose not to include them in the
statistical analysjs of the regional industry because, even without them, [ cannot conclede the
regional industry is materially injured. Taclusion of the data from such plants would simply
strengthen my negative conclusions.’’

Finally, the last issue that I considcrcd is whether any domestic producers should be
excluded from the domestic industry as related parties due to their imports of Mexican cement
or clinker.’® Many producers did import Mexican product during the period of investigation.

Generaltly however, importing operations were separate lrom domestic production apecrations,

and all companies were able to provide the Commission with data for their domestic operations

10 The statistical tables contained in C0O64-N-061, an which the percentage of production
analysis were Dased do not, however, include the operations of these three plants. I was able
however to consider the operation of these plants in the recent Japanese cement preliminary

investigation. I determined that it was unnecessary for purposes af this decision to amend
those tables.

1 A separate issue raised by petitioners is whether "grinding-only operations,” that is
establishments that do not have their own clinker kilns but rather purchase cement clinker
and grind it into gray portland cement should be included in the industry, 1 believe that
these operations are part of the domestic industry and should be included in an evaluation
of the condition of the industry. I note that the Senate Report to the Omnibus Trade Act of
1988 criticized the Commission’s determination in the 1986 Cement investigation as having
been based on consideration of "all profits from the sale of the finished produvct to be
attributable to domestic production, ¢ven though only minor finishing operations wete
performed in the United States with respect to a substantial portion of domestic production”,
S. Rep. 71, 100th Cong, st Sess. (1987) |17, However, the Conle¢rence Report gualifies this
by stating that, "[in cases io which the domestic producers pecform minor finishing operations
on dumped or subsidized inputs, the 1TC may, if appropriate and [easible, take into account
that the profits of such producers may reflect incorporation of such inputs”. H.R. Rep. 57§,
100th Cong., 24 Sess, (1988) 616-17. The question of exciusion of grinders of Mexican clinker

as "related parties” is discussed below. 1 note that exclusion of grinding-only operations would
not affect my conclusions.

1219 US.C. § 1677(4)B) provides:
When some producers are related to the exporters or umporters, or are themselves
importers of the allegedly subsidized or dumped merchandise, the term
"industry® may be applied in appropriate circumstances by excluding such
producers from those included in that industry.
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whieh did not reflect imports of Mexican cement, Those producers v#ho imported clinker could
not separate the eflects of their imports from domestic production because the imports were
a direct cost of the cement they were producing. Such imports, however, were made by only
three companies and only to a timited degree.'? I therefore conclude that it is not appropriate
to exclude any of the domestic producers within the region from my analysis.

The region I have chosen thus consists of that region labeled in the Commission’s
Report as the "Alternative Southern Tier™ 1 have examined the operations of all
establishments producing cement clinker and grinding cement clinker into gray portland

cement within that geographical area.

Condition of the Regiona] Indystry

In my additional views in the preliminary investigation into this matter,® I indicated
that [ was not satisfied with the aggregate aﬁalysis used in regional industry cases because it
did not adcquately address the "all or almost all* requirement for material injury.15 In the
more rcbcnt preliminary investigation into cement imports from Japan, I refined and expanded
upon this analysis, which I dubbed a "percentage of production analysis."m

At the Commission’s public hearing in this investigation, 1 cxtcnéivcly questipned the
parties on their views with respect to this methodology and received detailed pomhearing

submissions from them. T have considered carefully the comments made by the parties.

3 | note that, in one case the company's operations show dramatic improvement for the
period after it ceased importing the Mexican clinker. The other cases involve retatively small
grinding-only operations who purchased clinker from a varicty of sources of which Mexican
supply was only one. In all cases the amount of Mexican clinker decreased to negligible
quantities by the end of the period of investigation.

1% Additional Views of Commissioner David B, Rohr Concerning Regional Industry, Injury
to a Regional Industry, and Threat, Gray Portland Cement and Cement Clinker from Mexico,

Inv. No. 731-TA-451 (Preliminary), USITC Publication 2235, 49, 52-55 (November 1989){Rohr
Mexican Cement Views),

19 US.C. §1677(4)(C) (material injury..may be found...if the producers of all, or almost
all of the production within that market are being materially injured....).

16 Rohr Japan Cement Views at 31.
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First, with respect to the validity of the methodology in general, having examined the
opinions of our reviewing courts in the multiple appeals of the Commission’s regional industry
decision in Sugdrs and Sirups from Cangda. '’ I conclude that the percentage of production
analysis is certainly not prohibited by any of the decisions in that case.”® T do note that the
CAFC criticized, but did not overrule, the CIT’s advocacy of a "piecemeal” -au'r.ﬂltysis."9 The
"piecemeal” approach that was criticized by the Court of Appeals for the Federal Circuit,
however, was onc requiring individual material injury determinations for each of the
companies within the region. The percentage of production analysis, however, is not based on
such separate determinations.

The CAFC opinion, in its criticism of the piecemeal approach, noted with approval the
discussion of the issue ia the Commission's remand decision and the lower court’s modification
of its own position.?® In the remand decision, the Commission said, after looking at the
tegislative history of section 771{4}{C) and d.istinguishing the original view of the CIT:

The language of section 771(4}C), however, may also be read as permitting a
somewhat differeat approach. This alternative methodology is to examine the

aggregate data from the various combinations of producers which represent all or

almost all of the production in the region %nd determine whether, as a group, they
suffer material injury by reason of imports.’

The CIT itself, after first advocating individual assessments of injury to all regional

producers, said:

Therefore, in a situation with a large number of regional producers, use of
aggregate data is permissible, if methods of analysis insure that an accurate finding is
made, with protection from the possibility of distortion of the representative quality

7 Inv. No. 733-TA-3, USITC Pab. 1047 (March 1980),

18 Attantic Sugar, Ltd. v. United States, ] CIT 211, 511 F. Supp. 819 (1981); 2 CIT 18, 519

F. Supp. 916; 2 CIT 295,; 4 CIT 248, 533 F.Supp. 1055 (1982); 573 F.Supp. 1142 (1983), reversed,
744 F.2d 1556 (1984),

1% 744 F.2d at 1562 n.27.
a4,
21 Second Redetermination of Material Injury, Sugars and Sirups from Canada, Inv. No.

731-TA-3 (Final), USITC Putlication 1243, at 10 (May 1982).
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of the data.??

The percentage of production analysis, which | am now employing specifically only in
the context or regional injury analysis, is not based on individual material injury (indings for
each establishment within a region. Rather, it is a refinement of the traditional aggregate
techniques emploved by the Commission. Its purpose is {0 incorporate a quantitative check
within the analysis to protect against possible distortion in the representative quality of the
aggregate data that any reasc;nable interpretation of the statute must require in the regional
industry context.” T am specifically limiting my use of this analysis to the regional industry
analysis wherein 2 linkage to a proportion of the industry is required by the statute.?* My
decision today does not rellect any judgement as to the necessity or utility of the percentage
of production analysis in the national industry context.

 The analysis begins with the same indicators that are employed in the traditional
aggregate injury analysis of the Commis.{ion. [t calls for the same judgement as to whether
the data callected from producers with respect to these indicators is or is not indicative of
material injury as does the traditional aggregate approach. The percentage of production
analysis, however, goes one step farther and provides a means, with explicit gquantitative
support in the record, to answer the additionai question réquircd in regional industry cases,
that is, whether the production of the producers whose indicators are indicative of material

injury represent all or almost all of regional production in a given year.zs It accomplishes this

22 553 F.Supp. at 1060,

23 gpecilically, it does not involve an individual assessment of injury as to each company
or establishment within the region.

26 10 the national industry context, the statute permits but does not require a linkage to a
major propertion of the industry, See section 771(4)(A), 19 US.C, 516?7(4}{A] {(defining the

industry as the domestic producers as a whole g producers of a major proportion of domestic
production).

% The traditional aggregation techniques simply adds together totals of data for many of
the particular indicators, such as production, shipments, net sales, et¢. There is no inherent
relationship between such sums and the operations of producers of all or almost all of the
regional preduction. In a national industry investigation, where no relationship to a specified
proportion of the industry is reguirgd. this issne would not arise or be a problem to the legal
sufficiency of the analysis. In the regional analysis unless accounted for in some manner, |
believe it is fatal.
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by summing the total of production which meets or exceeds specific performance levels
relevant to material injury with respect to each indicator, by looking at what percentage of
total yearly production that sum represents, and, finally, making the determination whether
that percentage is significans.?

I recognize that this percentage of production analysis does not answer all of the
questions relevant to material injury analysis in a regional case. 1t does provide an additional,
and, I believe, more precise analytical tool to be used as part of the analysis. In conjunction
with both the traditional aggregate approach and a qualitative assessment of the data, the
percentage of production analysis can fead to better dccisio_nﬁaking.?'? I recognize that there
are other approaches than can be applied to provide the protection from distortion in the use

of aggregate data required dy the "all or almost all” requirement. As long as any approach,

ingluding the traditional approach or any other approach that relies on aggregate data, be it

Other indicators provide overall averages, such as capacity utilization or operating
income margins. Even with the averages, anc cannot conclude that 50 percent of production
is necessarily above or below the average, although additional statistical tools coufd be used
to make such determinations. Further, the overall averages for the basic performance
indicators are mathematically biased by those companies whose operations deviate the most
from the average, regardless of whether the size of the company or whether the deviation is
upward or downward {rom tie norm,

Under the traditional approach in regional industry investigations, the judgment that
the aggregate is reflective of material injury to producers of alt or almost all regional
production is a qualitative and necessarily imprecise assessment, It should never, however,
merely be assumed, but, rather, be based on some rational interpretation of the evidence.

26 For purposes of this analysis, T equate the two guestions:

(1) whether producers of all or almost all of regional production is materially
injured because a given percentage of production [all below specified
performance levels; or
(2) whether producers of all or almost all of regional production is not
materially injured because a given percentage of regional production exceeds
specified performance levels,

They arec precisely the same question, and I will use them interchangeably in this opinion,

27 Both the traditional aggregates approach and the percentage of production approach are
based on the same data gathered by the Commission, The data is merely organized in a
different manner. When, however, the dif ferent organization leads to such strikingly dif ferent
results, the possibility must be considered that onc or another of the approaches distorts the
actual conditions of the industry. The percentage of production analysis weights the data
explicitly in terms of the proguction accounted for by individual firms. It is logical to do so
in regional industry cases. It is in accordance with the explicit wording of section 771(4%C)
to do so in regional industry cases. Based upon the data, the distortion in this investigation
is in the use of the simple aggregates rather than the percentage of production approach.
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aggregate market share, aggregates of supply or demand, or any other aggregatces, provides a
linkage to the operations of producers of “all or almost all" of regional production, [ believe
such methods would satisfy the particular demands ol the statutory regional analysis.
However, if such a linkage is not made, or is not discernibie to our rcviewing courts, any
given method would not meet the statutory réquirement.

One criticism made by petitioners of the percentage of production analysis is
particularly worthy of cemment. Petitioner claims that the analysis is biased because, by
focusing on "production”, which is a figure reported by those establishments that actually
operated in a given year, {t ignores plant Closings.za It is true that the analysis does not focus
on plant closings. In parg this is because the stated statutory standard (whether there is
material injury to producars of all or almost all regional production) specifically refers to the
production figure.

I note that the Commpission’s traditiona-l aggregate statistical analysis also does not
inherently take into consideration plant closings. Traditionally, the Commission views plant
closings as a separate indigator of the performance of the industry and does not attempt to
"adjust” the data of other indicators to account For such closings. ¥ believe that the traditional
approach to the consideration of plant closings is sound. | do not believe that Congress intends
the Comr:nission to ignore plant closings. I consider plant closings an important factor in my
analysis of the condition af the regional industry. However, 1 will consider plant closings as
a separate indicator of the condition of the industry and not attempt 1o "ad just” the pereentage
of production analysis te ageount for them.

Before turning to the specilic indicators of the percentage of production analysis, I
believe it important to explain certain methodolagical aspects of this analysis as { have
employed it in this investigation. I have chosen to focus on the four years of data for the

period 1986 through 1989, I have considered infarmally, but not included in my statistical

%6 petitioner's Posthearing Brief, Appendix C at 9,
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tables, data for the period prior to 1986 and for the interim pcriod.zq

In analyzing the data, where possibte, ] have chosen to make "absolute” comparisons,
i.c. whether the specific data for a particular year meets or exceeds a specific performance
[evel. Such comparisons are possible, for example with respect to capacity utilization and
operating income to net sales or assets ratios. In other cases, an absolute comparison is not
possible or relevant, so [ chose 1o focus on year to year changes in the data. .In such'cascs, for
example, production, unit value of shipments, productivity, net sales and net income, 1 looked
to whether the datz increased or decreased, and where relevant to the magnitudes of the
increases or decreases. No one indicator is dispositive of my judgement, rather it is the
composite picture of the industry drawn from my consideration of all of the factors on which
[ base my decision.

Choosing the appropriate performance levels upon which to make an assessment of
materiai injury was the most difficelt portion of this anatysis. 1 very specifically reﬁucsted
the guidance of the parties in making this decision. In some cases, specific recommendations
as to appropriate performance levels were provided to me. [ incorporated these proposals into
the analysis. In many cases, one or another of the parties were unable or unwilling to provide
any particular performance levels to guide my analysis. I drew the performance levels that
I used {rom the record as it exists.

1 wish to emphasize that | specifically reject the usc of any single threshold for a
determipation of material injury. [ do not believe any single formula or mathematical
approach to the determination of material injury is practical or desirable. In most cases, I used
multiple performance levels and carefully examined what happens when the various
performance tevels are changed as a guide to my decision as to the performance of the regional

industry. Just as no single indicator was dispositive no single performance level was

2 The amount of missing data increases for cach past year. As a result, it is increasingly
- difficult to achieve the completeness of the data for comparison purposes needed for the
analysis. Further, the cne year comparisons {or the interim periods and the inberently lesser
reliabitity of data for the short periods of time covered by interim pcnods would render the
inclusion of such interim data in these tables of minimal value.

78



19
dispositive,

Additionally, as all the parties agreed, there is a substantial difference in market
conditions in different parts ¢f the region. Specifically, the California and Florida markets
("Group A") are generally viewed over the period of investigation as being in their
expansionary phases of their business cycles while the Texas, Arizona, and New Mexico
ma_rkcts {("Group B") were vicwed as being in the trough of their cyclcsf"u In other words, one
could expect that companies in Florida and California would be doing better than their
counterparts in the Southwest. To account for this fact, 1 generally set the level of
performance | would expect from establishments not experiencing material injury in Florida
and California higher than the same level {or the Southwestern establishments. I believe that
making these distinctions is permitted and encouraged by the Congress' mandate to the
Commission to consider the business cycie in its determination.?® 1n some instances, for
particular indicators as to which I felt that 'thc market conditions would have a lesser eflect
on the operations of establishments in these two subregions, | used a single performance level.

Finaliy, another impcrtant aspect of the pereentape of.production analysis is some
consideration of what percentage of regional i)roduclion constitutes "gll or almost all"™ of
regional production. Petitioners argued that a percentage as low as 60 percent of regional
production constitutes *alf or almost all® of regional production.32 [ find this to be
unreasonable. No common sense infecpretation of the term "all or almost all* can accommodate
a meaning of 60 percent of a total. Further, having carefully examined the legislative history
of the provision, 1 find no indication that Congress intcndc& any special meaning for the term

that would allow it to be interpreted as meaning any percentage as low as 60 percent of a total.

3 Within the atternative Southern Tier region, which I have chosen for my analysis, there
is one other plant on the Guif Coast that does not clearly fall into either subregion as it is
affected by conditions in both. For simplicity 1 have choscn te include it in the
Florida/California region, therefore looking for higher performance levels from it
Statistically, its inclusion in either of the groups makes little difference.

31 gection TT1(THCHiiN; 19 UL.C. §1672{THCH(iii).
32 petitioner’s Posthearing Brief, Appendix ¢ at 32,
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Those in epposition to the petition poeint out that the term "all or almost all” is used in section
T71{(4XC) twice, and that, in accordance with the rules of statutory construction it should be
given the same mcaning,“ This is clcarly a reasonable interpretation. In its use by the
Commission in applying section T71{(4KCXi), it is usually related to percentages in excess of
80 percent of shipments.® [ do not believe, however, that any single number is necessarily
appropriate for all indicators in ail investigations. For rough pararﬁcte:rs, 1 would view 90
percent as clearly within the meaning of "all or almost all," while 80 percent would, absent
some special facts, generally oe rather too low to be realistically viewed as "all or almost all”

The Cirst indicator that T examined was production, which is analyzed on a year to year
change basis.3* T made three sets of comparisons for the data, each involving three year to
year changes and an overall [:;criod change. In the first comparisons, I looked at which Group
A establishments showed simple increases in their production and which Group B
establ_ishments decrcased their production by less than 5 per year, In the sccond comparison,
I set the Group A performance level at a 10% production increase and for group B chose those
establishments that showed simple inc¢reasés in their production. Finally, for the third
comparison | looked at those Group A establishments that increased production by at least 20%

and those in Group B that increased production by at least 3%.

3 Cemex Responses to Questions by Commissioner David B. Rohr at 21-22 (Cemex
Responses).

3 See, ¢.8., Sugars and Sirups rom Canada, Inv. No. 731-TA-3 (Final) USITC Pub. 1047
(1980} at 8 (96% found to be sufficient); Frozen French Fried Potatoes from Canada, Inv. No.
T31-TA-93 (Preliminary), USITC Pub. 1259 {1982) at 7 {66% found not to be sufficient);
Portland Hydraulic Cement from Australia and Japan (Final), USITC Pub. 1310 (1932) at 4
(93% found to be sufficient); Fall Harvested Round White Potatoes from Canada, 731-TA-i24
(Final), USITC Pub. 1463 {1983) at 7 (84.7% found to be sulficient); Of fshore Platform Jackets
and Piles from the Republic of Korea and Japan, 701-T A-248, 731-TA-259 and 260 (Final),
USITC Pub. 1848 (1%86) at 8 {100% found to be sufficient); Operators for Jalousic and Awning
Windows (rom El Salvador, 701-TA-272, 731-TA-319 (Final), USITC Pub, 1934 (1987} (over 80%
found to be sufficient),

35 The data from which the percentage of production analysis was taken are contained
in Appendix E to the Commission®s Report, The computer gcnerated tables were provided
for the record in CO64-N-061, August 8, 19%0.
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Producers accounting for approximately 70 percent of regional production met or
exceeded the [irst two performance levels for the period of investigation, while, for the
period, over 31 percent of production still met or exceeded the third and highest set of
performance level. Under each of the sets of performance levels, the year to year comparisons
reveal increasing percentages of production mesting or exceeding the relevant performance
level, Using the lowest performance levels, producers accounting for more than 45 percent of
production met or ¢xceeded the performance levels in the 1986-87 comparison while this
percentage increased to almost 90 percent in the 1988-89 comparison. Under the highest
performance levels less than 9 percent of production met the performance level in the 1986-
87 comparison, but even thjs percentage increased to over 25 percent by the 1988-89
comparison,

I then considered capacity utilization rates. Generally, the most relevant capacity and
capacity utilization figures in Commission analyses are those of the finished product, in this
case portland cement. The parties, however, in this case make a good argument that clinker
capacity is particularly important to an evaluation of the cement industry.""’ I have therefore
analyzed both using the absolute performance ievel approach. Because clinker production is
much more difficult (or at least more costly) to start and stop, one would generally expect
relatively higher uwtilization rates for clinker than finished cement, 1 thc_rcforc set the
performance levels higher for the clinker utilization analysis than for the portland cement
analysis. T also required a significantly higher perfermance level for the group A
establishments, In the first set of comparisons, for portland cement, I used a 90 pereent
capacity utilization performance level for Group A and a 75 percent performance level for
Group B, while for clinker, the capacity utilization rates that I chose were 95 percent and &5
percent respectively. For the second set of comparisons, I used, for portland cement, a 95
percent capacity utilization rate for Group A and 80 percent for Group B. In the

corresponding clinker comparison, I used 97.5 percent and 90 percent for the two groups.

36 petitioner’s Posthearing Brief, Appendix C at 13; Cemex Responses at 10,
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Finally, For the third and highest sets of comparisons, for portiand cement, T used 100 percent
and 85 percent for Groups A and B, while for clinker, T used 100 percent and 95 percent.

For portland cement aperations, the lowest performance level was met by 59,29, 44, and
50 percent of production for the years 1986 through 1989, For the medinum performance level
comparisons, the comparable percentages of production are 14, 21, 28, and 50 percent. Using
the third and highest performance levels, there i5 a substantial drop off in the amount of
production meeting the performance level in the first two years to 7 and 8 percent respectively
for 1986 and 193?.. The amount of production meeting the performance level in 1988 increased
to over 10% and soared to ovar 32 percent in 1989.

Clinker operations do not exhibit quite the variations that are apparent in portland
cement operations and, for each set of performance levels, an increasing percentage of

production met or ¢xceeded the performance levels in each year of the investigation.

CLINKER CAPACITY UTILIZATION

Performance Year

Level
Group A/Group B 1986 1987 1988 1989
95%/85% Cap. Ui, 30% 34% 52% 63%
97.5%/90% Cap. Ul 24% 20% 40% 50%
100%/95% Cap. Util. 16% 13% 29% 35%

My examination of the capacity utilization indicators for this industry does not support the
conclusion that producers of all or almost all of regional production are experiencing material
injury.

I next examined certain shipment indicators. As the parties argued, the shipment
indicators themselves are not particeiarly revealing. I therefore examined both the quantity
and value of shipments only to see whether these indicate increases or dccreascs; over the

period. Petitioner argued that price is a particularly important indicator of the condition of
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this indusir‘;.r.s_"r Price is a condition of the market affecting the industry rather than an
indication of the performance of the industry itself. In the traditional lexicon of Commission
opinions, price is a cause of the condition of the industry not a reflection of the condition
itself. It is nevertheless reflected in several indicators. One of most directly affected
indicators is unit shipment values. Such unit shipment valees arc a very relevant indicator
then because they reflect the prices in the market and thus, very directly, the effect of price
on the industry.

In looking at the unit value of shipments, [ do not believe there is any relevant absolute
performance level [or evaluating the data. The parties did not present any basis lor my
concluding that any such absolute performance level is appropriate. 1 therefore chose o look
at increases and decreascs in this indicator. Because market conditions are certainly relevant
to this indicator, I made an adjustment when looking at the performance of Group A and
Group B establishments. For my [irst comparison, I looked at the production of group A
establishments whose unit value of shipments increased and the production of Group B
establishments whose unit value of shipments decreased less than 3 percent. My sccond
comparison involved an increase of 5 percent in unit values for group A and simple increases
in unit valpes for Group B establishments. My third comparisons involved a 10 percent
increase in unit value for Group A establishments and a 5 percent increase for Group B.

Surprisingly large percentages of production show up in each set of comparisons as

meeting or exceeding the relievant performance levels, as revealed in the following table,

Even this performance indicator, which is most reflective of pricing factors, reveals
significant improvement over the period of investigation, even at the highest performance
levels.® Thus, even the unit valuc of shipments provides only little support for the proposition

that producers of all or atmost all regional production are being materially injured.

57 petitioner’s Posthearing Brief, Appendix C, at 12,

3 The movement of this indicator is also significant when compared to movement in the
unit cost indicator discussed below.
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UNIT YALUE OF SHIPMENTS

Performance Year

Level
Group A/Group B 1985-87 1987-88 1982-89 Period
0%/-5% Increase 23% . 29% 71% 3%
3% /0% Increase : 5% 11% 41% 26%
10%/5% Increase 0% 7% 20% 13%

When looking at employment indicators, both parties suggested that productivity
indicators, particularly the refationship between labor and outpul, ar¢ more important to look
at,>? They also suggest that generally tabor indicators should not be given undue weight due
to the low labor content of the end product. Keeping {hese: points in mind, I have examined
two productivity indicators relevant 10 employment as key elements for my evaluation of the
employment situation of this iadustry. These are production per hour {units of
productionfhou_rs worked by production and related workers) and unit labor costs (total
compensation of production and related workers/ units of production). 1 have looked at both
indicators in terms of changes over time and chose not to factor in different performance
lévtls for the two groups of establishments. The performance level for the production per
hour comparisons were those producers with productivity increases, productivity increases of
5 percent and productivity increases of 10%. For unit cost comparisons I chose those preducers
whose unit costs decreased, those with unit cost decreases of 5 percent and those with unit cost
decreases of 10 pergent or more,

For the period of investigation, 72 percent, 61 percent, and 37 percent of production
met ar exceeded the three productivity increase performance levels, Year to year productivity
increases were made by 73 percent, 57 pergent, and 68 percent of production. Five percent

preductivity increases on a year 10 year basis were achieved by 50 percent, 41 percent and 62

¥ Official Transcript of Proceedings, Gray Portland Cement and Cement Clinker from
Mexico, at 85 (Response of petitioner's witness My, Coleman); Cemex Response at 9-10.
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percent of regional production. The 10 percent productivity performance level was met by 37
percent, 36 percent and 37 percent of production on a year to year basis.

Also interesting, particularly as they reflect on the small but steadily improving unit
value of shipment numbers, were the significantly declining unit labor cost figures for the
industry., Qver the period, producers accounting for 7 percent of regional production
experienced unit labor cost decreases, while 51 percent decreased their unit labor costs by §
percent and even by 10 percent. Year to year, 65 percent, 63 percent, and 72 percent of
production had unit cost declines; 51 percent, 44 bcrccnt, and 45 percent had declines in excess
of 5 percent; while 28 percent, 38 percent and 28 percent had declines in excess of 10 percent.

[ turn now to the profitability indicators, which the parties, in their presentations,
certainly cmphasized as most importgm for the Commission’s consideration, I first examined
net sales and operating income using year to year comparisens and looked at three sets of
comparisons:{1)companies which increased net sales or operating income, {2) companies which
increased net sales or operating income by 3 percent, and (3) those which increased net sales
or operating income by 10 percent. Becausc I considered these indicators primarily in relation
to trends, | do not Feel that it was ¢rucial to account for the dif ferences in subregions in the

comparisons, The two tables below reveal the results of the analysis.

NET SALES
Performance Year
Level
[9B6-87 1987-88 1988-29 PFercd
Increase 26% 60% 79% 649
5% Increase . 13% - 45% 55% 43%
10% Increase : 0% 22% 19% 200
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OPERATING INCOME

Performance Year
Level
1956-87 1987-28 1988-89 Period
Increase 54% 40% 460 45%
5% Increase 50% 34% 40% 35%
0% Increase 37% 2% 31% 35%

For my examination of operating income margins (OIMs), I choose to evaluate the
performance of the industry on an absolute basis. In my first comparison, I examined the
percentage of production rep'rcscnted by those Group A companies which had OIM in excess
of 5 percent and by thase Group B companies which had at least positive QOIMs. 1 increased
the performance levels in my second set of comparisons (o 10 percent OIM for Group A and
5 percent for Group B. In the third set, the performance level was 20 percent OIM for Group
A and 7.5 percent QIM for Group B. A significant percentage of production met or exceeded

the performance levels in each year as reveaied in the following table.

OPERATING INCOME MARGINS

Performance Year

Level

Group A/Group B 1586 1987 988 1989
5% /0% oM 62% 64% 50% 54%
10%,/ 5% OIM 40% 55% 390 49%
20%/7.5& OIM 27% 35% 18% 19%
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Finally, I also examined the ratio of operating income ta book value of assets (OROA)
as part of my analysis. 1 poted in my views in the Japanese cement prefiminary.that | was
somewhat skeptical of using asset ratios because of the significant revaluation of assets that
many companies underwent during the period of invcs:igation.m These revaluations make
year to year comparisons particularly problematic. On the other hand, I am looking at OROAs
on an absolute performance level basis rather than on a year-to-year basis, so that the effect
of the revaluations on my analysis is lessened, although it continues to exist.

Because of the capital intensive nature of this industry [ ¢chose higher performance
levels for the OROA indicator than 1 chose for the OIM indicator®' In the first comparison
1 used a 7.5% OROA for Group A and a positive return on assets for group B. [ raised these
ievels to 15 percent and 5 percent respectively in my scc_ond comparison. For the third
comparisen I used a 25 percent OROA for Group A, a level well in excess of that suggested
by anvy of the parties, émd a 10 percent level for group B. Ewven at the highest levels as
revealed by the following table, significant percentages of production met or exceeded the

performance levels for each year of the investigation.

The issue of the significance of plant closings has also beéen raised in this investigation,
The Bureau of Mines reports an overall decrease in the number of cement plants in the United
States from 141 in 1986 to 134 in 1989.2 This includes both closures and opening of new

plants. It appears that at least a significant proportion of the plant closings took place in the

% Rohr Japan Cement Views at 42 n.34.

&1 Although I have chosen what | believe are very high performance levels in evaluating
the profitability of this industry, I note for the record that 1 do not adont petitioner’s
argument that it is proper to use the cost of capital of the companies as the standard., As
explained in the Report such figures reflect many aspects of conducting business that arc
unrelated to the actual cement operations of the establishments and bear no relationship to
the question at isswe before the Commission, thar is the rclationship between operations and
LTFY imports. Report at Appendix E. This is the same reason, for example, why the
Commission has consistently focused on operating rather than net income.

“2 Report at A-18.
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OPERATING RETURNS TO ASSETS RATIOS

Performance Year

Level

Group A/Group B 1986 1987 1988 §989
7.5% /0% OROA 55% 64% 44% 480,
15%/5%  OROA 38% 4504 31% 25%
25%/10% OROA 32% 29% 13% 138

Sauthwest portion of the United States'. Plants that closed during or near the time of this
investigation include facilities in New Orleans, El Paso, Houston, Waco, Amarillo, Fort Worth
and Dallas.*? Five of these plants shut down permanently during the period of investigation.
In general, the producers all cite economic reasons for the shutdown of these plants.

chéral factors become apparent howcvclr‘ when these shutdowns are put into context.
First, most of the plants that were shut down were wet process cement plants. This is an older
less energy elficient technology with higher operating costs than the dry process used by
modern efficient producers. The shutting down of such operations may not hea goo.d sign for_
the industry,.but they cannot be viewed a-s a significantly negative [actor for the industry
cither.

Second, the shutdowns have not seriously aflected capacity either in the alternative
Southern tier region of the United States, or even in the more limited Southwest area. The
Commission™s data do not show any sharp decrease in cement capacity over the period
extending as far back as 1983 for either the Southwest or the alternative Southern tier regions,
which are the two most relevant areas.*® The same conclusion is appropriate whether one looks
at portland cement capacity or clinker capacity in the Alternative Southern Ticr region.®

Further, when [ compare the trend in capacity with the trends in apparent consumption,

3 Other plants shut down for shorter periods of time during the period of investigation.
“ Report at Appendix D, Table D-1.

43 Report at Tabic 7.
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I note that both reflect the same general stability, The fact that capacity has not gcncfally
increased when consumption has been relatively stable is neither surprising nor unexpected.
In general, then, the data support the view that, however serious the plant closings may have
been for the companies involved, for the regional industry as a wholc, they cannot be viewed
as materially injurious,

Consideration of the preceding indicators does naot Tead to a conclusion that producers
of all, or almost all of the production within the regional market ar¢ experiencing material
injury. P;oduczrs accounti.ng for more than 20 percent of domestic production met or
exceeded most periormance levels. In fact, often a majority of production met or exceeded
the performance levels. Even when 1 set the performance levels very high, indicative of a
robust and rapidly expanding industry, significant percentages of production met or exceeded
these very high pcrf_mmancc levels. | conclude thercfore that the regional industry is not
currently experiencing material injury. Having con¢luded that the industry is not currently

experiencing material injury, | will not address the issues of cumutation or causation.

Ng Threat of Material Injury

As I have indicated on prior occasions, my analysis of threat involves an asscssment
of the intentions and capabilities of the foreign producers of LTFY imports with respect to
the United States market and the relationship between that assessment and the condition of
the domestic industry. In performing this analysis, [ have considered cach of the faciors for
threat set out in section 771{7}F). To simplify exposition, [ note that "the nature of the
subsidy” is not relevant to this antidumping investigation; that, as noted in the preliminary
investigation, inventorics ar¢ not a substantial factor in my assessment of this industry;"““ that
I have looked at volume increases both  absolutely and in terms of market share
simultaneously; and, that I have considered both existing unused capacity and new capacity

together.

“6 Mexican Cement Preliminary at 22 n.67.
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I note that the volume of imports has been increasing over the entire peried of the
investigation.*” However, looking at trends going back to the early 1980%, it is apparent that
the rate of increase has i1self been relatively gradual, at least in the most recent periods s 1
nots that {or the vear 1989 imports had deélined {rom their 1988 levels, a dec_linc that cannot
be explained simply by the initiation of this investigation in the last guarter of the year. I
would gencrally characterize the trend in both the absolute volume of imports and in terms
of market share as upward, but certainly not at a great rate.

Capacity is much more difficult to assess. In addition to being inherently "soft," that
15, subject to varying assumptions and considerable reporting discretion, it is clear that there
have been differences over time and between countries in the way capacity has been reported.
Both peti:ionclrs and those in opposition have provided the Commission with capacity data.%?
[n my cpinion, those in opposition understate Mexican capacity and petitioners overstate it.
On balance I believe that Mexican capacity is in excess by a substantial amount of its domestic
and other foreign markets, -

I notc that there is also a considerable amount of new capacity coming on line in
Mexico in the near future. Much of this capacity is coming on line in arcas within easy reach
of U.S. markets. By the same token, these plants are within easy reach of the fastest growing
areas of the Mexican economy, and are located where one would naturally expect, within easy
reach of the raw materiat deposits which are essential for them. Certainly, if the Mexican
cconomj were to "turn sour,” these facilities would easily be able to export what they could
no langer sell in Mexico to the United States. However, the evidence does not support the

conclusion that these Facilities are intended principally for additional export to the United

States.

“7&¢_ Report at Tables 25 and 27.
8 Repott at Appendix D, Table D-11.

& Report at A-5%-61.
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Rclated to production capacity, I find there is anather type of capacity that is relevant
to this investigation, that is, import capacity as aflected by the capacity of import terminals
to handle imported cement. During much of the investigative period, Mexican cement was
imported by or in connection with US, ¢ement companies, - Mexican jinterests now hoid
substantial interests in importing operations, a5 well as downstream ¢aptive users. On th.c one
hand, marketing may become harder without the US. co-venturers, while the increased
ownership of downstream companies wili make sales easier. Further, with the recent purchase
of an import terminal in Los Angeles, all major markets along the border are within ecasy reach
of the imported Mexican cement. The availability of import terminals throughout the region
provides the Mexican industry with at least the capability to injure producers of all or almest
all of regional productian,

Mexican underselling is another factor that it is important to consider in assessing the
threat posed by Mexican imports because it provides at icast some indication of intentions.

Tt is a factor which, in order to relate to the all or almost all reguirement, must be looked at

in terms of individual markets.”®

In some markets, there has been a clear and consistent
pattern of underselling. 1n others, there is @ mixed pattern and in some even a consistent
pattern of overselling. In Florida, the pattern is best described as mixed, with overselling
predominant in the more recent comparisoms.”! In New Orleans, there is comsistent

underselling,®? In the Texas markets, the patterns are mixcd, with Mexican underselling in the

majority of instances.®® New Mexico reveals consistent overselling,® while Arizona is similar

50 Generally, one would expect that with a fengible product such as cement there would
be little variation in price. In such a situation, ¢ven with an all or almosit all requirement, one
could look at aggrepgatc prices. However, the evidence gathered by the Commission reveals
substantial variation between local markets within the region, with substantial variation in

Mexican overselling and underseiling. Individual markets must, therefore, be examined
individually.

31 Report at Tables 31 and 32.
52 Report at Table 33.
33 Report at Tables 34 and 35.

** Report at Table 36.
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10 the Texas patiern.®” In California, there was consistent underselling until 1989, at which
time the Mexican product began to consistently overseif the U.S. pmduct.” I note that in many
instances the underselling was most pronounced during the period in wh'ic.-h U.8. compantes
were responsibie far much of the imports. On balance wﬁilc I conclude Mexican imports could
have some price depressive or suppressive cffects,'thé: cvidence does not indicate that these
would be significant. |

Finally, in order to make my decision, | must cvalﬁatc these possible eflects of the
volumes and prices of Mexican imports in light of the condition of the domestic industry. 1
have already concluded that the domestic industry is not currently e;pericncing material
injury, which is to say, in the regional context, that produécrs of all or almost ali of regional
production are not currently being injured. While that assessment is relevant for purposes of
threat, aiso important are the trends and, more particular.ly, ﬁpcralio'ns in th.c more recent
period of time which may be projected contemporaneously with the projections about the
future course of imports. |

Looking at the pereentage of production analysis, which' was.-pvaidcd carlier, I note
that, for most indicators at aimost all levels of performance, increasing pcl;ccntagcs af
production met the relevant performance Icvcl#. With i'csp'cct 1o prodﬁctioﬁ, increasing
percentages of production met gach set of performance levels in cach of the thres year-to-
year-change periods. The data on cement élinkcr.capacity show the same pattern, while the
percentage of production data on portland cement capacity is similar.’” "Both shipments by
quantity and shipments by value show incrcqsing percentages of production mecting the
established performance level in each year of t_hc investigation. Even the unit vatue of
shipments data shows the same consistent upward trend. |

‘Productivity indicators are more mixed. For the data at the lowest performance level

33 Report at Table 37.
% Report at Tables 38-40.

" The data for the lowest standards indicate there was a drop in the percentages of
production achieving those levels of performance between 1986 and 1987, :
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for the production per hours worked indicator, the percentage of production that achieved that
level trended downward over time. This trend is due, at least in part, to the very large number
of companies that gchieved at least some productivity increase between 1986 and 1987, At the
middle performance level, the trend in the percentages of production achieving the
performance level is basically upward with a dip in the 1987-88 period. At the high
performance level, the trend is basically (lat. Feor unit labor costs, at the lowest performance
level, the trend in the perccntagé of production achieving the performance level is upward
with a small dip in the 1987-88 period. At the middle performance level, the trend is
downward witha prancmn_ced dipin the 1987-88 period. Finally, at the highest {evel the trend
is slightly upward with a pronounced rise in the middle.

With respect to the profitability indicators, the picture is also somewhat mixed. A!- the
two lower performance levels, net sales increased in each of the ycar-t'o-ycar-changc
comparisons, while there was a slight downturn in the 1988-89 period data at the highest
performance level. With respect to opcrating inéome, for each performance level, the overall
trend in the percentage of production meeting the specified performance level was downward.
At each level, however, the data for the 1988-89 period reveals an increase 1n the percentage
of production mecting the performance level compared to the 19387-88 period, although the
percentages are not as great as in the 1986-87 period. With respect to the OIM margin and the
OROA margins, the percentages of production meeting various performance levels are
generally downward. In most cascs, however, there i5 an increase in the percentage of
production meeting the specified performance lcvel between 1988 and 1989, Also, as I noted
with respect to ORQA comparisons earlier, the revaluation of assets that affected many of the
firms make trend comparisors from QOROA data fairly uscless.

Overall, the results of the percentage of production analysis seem to indicate an
industry that is generally improving over time, and particularly so in the latest full year
comparisons, comparisons 1 do not believe to be substantialiy rainted by the commencement

of this investigation. In addition, a review of the basic aggregate trends supports the
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conclusion that there wasa marked improw:_mcnt in 1989 in the perfermance of the inclustr‘_\r.58
Production, capacity utilization, shipments, and ¢ven the average unit value of sﬁipmcnts
improved. Productivity was vp and unit iabor costs werc down, Net sales and even gross
proflit were up even though operating profit was down on an abselute basis. The average OIM,
however, did improve in 1989 over low (988 levels. Average OROA did decline in 1989 from
1988 levels, but by 0.1%., Even the variance analysis, which gencrally shows the negative
impact of prices over the period of investigation, indicates that both prices and quantities sold
were increasing in 1989 over 1988 and having substantial positive effects on the profitability
of the average company within the region,

In general then, we have an industry that is not materially injured and which is
recording its best performancc over the period of the investigation in the most recent time
period. Against this backdrop, there is the Mexican industry with at least the capability to
increasc their exports to the United States by significant amounts, Whether this capability
constitutes a real and imminent threat is very questionable. There has been significant excess
capacity within the Mexican industry for many vears, but, particularly in recent years, exports
to the United States have grown steadily but relatively slowly. Further, the pattern of pricing
does not support the conclusion that Mexican imports are having a price depressive or
suppressive effect on the regional industry, particutarly in tight of the absence of underselling
in severa! major markets within the region. The data simply do not permit the conclusion
that any threat posed by the Mexican exports is real or imminent. [ therefore make a negative

determination.

3 1 discount the improvement 1 also sce in most of the interim data on the grounds that
such data are likely to be aflected by the investigation itself,
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A-1
INFORMATION OBTAINED IK THE INVESTIGATION
Introduction

On april 6, 1930, the United States Department of Commerce {Commerce)
advised the U.5. International Trade Commission {Commission) of its
preliminary determimation that imports of gray portland cement (hereinafter
"portland cement"} and cement clinker (hereinafter "clinker")! from Mexico are
being sold in the United States at less than fair value (LTFV) .2

Accordingly, effective aApril 6, 1990, the Commission Instituted
antidumping investigation NWo. 731-TA-451 (Final) to determine whether an
industry in the United States is materially injured, or is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of the LTFV imports of portland cement and
clinker from Mexico.?

Notice of the institution of the Commission’s final investigation and of
& public hearing to be held in comnmnection therewith was given by posting
copies of the nmotice in the 0ffice of the Secretary, U.S. International Trade
Commission, Washingten, PC, and by publishing the notice in the Federal
Repgister of May 3, 1998 (55 F.R. 18683). The public hearing was held on July
19, 1990,* and the Commission voted in this investigation on august 13, 1990.
The Commission is due to transmit its determination in this investigation to
Commerce on August 23, 1990. :

This investigation commenced on September 26, 1989, as a result of a
petition filed with the Commission and Commerce by counsel on behalf of
members of the Ad Hoc Committee of AZ-NM-TX-FL Producers of Gray Portland
Cement.?

! Portland cement and cement clinker subject to this investigation are
provided for in subheadings 2523.10.00, 2523.29.00, and 2521.90.00 of the
Harmenized Tariff Schedule of the Unjted States (HTS) (previously under icem
511.14 of the foarmer Tariff Schedules of the United States (T3US)). This
investigation does not include white, nonstaining portland hydraulie cement,
provided for in subheading 2523.21.00 of rhe HTS and in item 511.11 of the
former TSUS.

2 Letter from Francis J. Sailer, Deputy Assistant Secretary for
Investigations, Import Administration, Department of Commerce, to Anne E.
Brunsdale, Chalrman, U.S$. International Trade Commissior, Apr. 5, 1550.

3 Copies of the Commerce and Commission notices are shown in app. A.

* A list of witnesses who appeared at the public hearing is presented in app.
B.

* The petition lists the following members of the Ad Hoc Committee of AZ-
NM-TX-FL Producers of Gray Portland Cement: BoxCrow Cement, Midlethian, TX;
Florida Crushed Stone Co., Leesburg, FL; Gifford-Hill & Co., Inc., Dallas, TX;
Ideal Basic Industries, Penver, CO; Phoenix Cement Co., Phoenix, AZ;
Southwestern Portland Cement Co., Inc., (hereinafter Southdown, Inc.,
Southwestern’s parent company) Houston, TX; and Texas Industries, Dallas, TX.
On Apr. 19, 1990, petitioner amended the petitien to allege the existence of
eritical circumstances, and on July 9, 1990, petitioner amended the petition
to add the following copetitioners: HNationmal Cement Co. of California, Inec.,
Encino, CA; Independent Workers of North America (hereinafter "IWNA"),
Westmont, IL; IWNA Local 49, Victorville, CA; IWNA Local 52, Mojave, CA; IWNA
Local 89, Colton, CA; IWRA Local 1%2, Hesperia, CA; IWNA Local 471, Lebec, CA;
and International Union of Operating Engineers, Local 12, Pasadena, CA. {
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Concurrent and Previous Commission Investigations Concerming
Portland Cement

Concurrent with this final investigation, counsel on behalf of the Ad Hoc
Committee of Southern California Producers of Gray Portland Cement® filed a
petition on May 18, 1990, salleging that an industry in the United States is
materially injured and is threarened with material injury by reason of imports
from Japan cof gray portland cement and cement clinker. Accordingly, effective
May 18, 1990, the Commission instituted investigation Ne. 731-TA-4s61
(Preliminary).’ A conference was held on June 8, 19%0, and on June 27, 1990,
the Commission determined that there is a reasonable indication that an
industry in the United States is materially injured or threatened with material

injury by reason of the alleged LTFV imports of gray pertland cement and cement
clinker from Japan.

Previous to the two current investigations, there have been 11 Commission
investigations concerning portland cement, dating back to 1960. All of these
have been antidumping investigations concerning perctland cement, other than
white, nonstaining pertland cement, with the 1986 investigation involving
clinker as well. The first nine investigations were conducted under the
provisions of the Antidumping Act eof 1921 and the last three wete conducted
under the provisions of the Tariff Act of 1930. All but the 1986 investigation
were determined on the basis of a regional, rather than & natienal, industry.

& listing of the Commission’'s investigariens is presented in table 1.

The Current Investigation

In the preliminary investigation, the petitioner argued that the
Commission consider two noncontiguous regional industries--one consiscing of
Arizona, New Mexico, and Texas and the cther consisting of Florida or,
alternatively, cne reglon consisting of the four aforementloned States. These
two "regions™ constitute two of four major marketing areas for imports of
portland cement and elinker from Mexice, with the State of California and the
Gulf States of Louisiana, Mississippi, and Alabama being the other two.
Collectively, the States in these four areas received more than 93 percent of
portland cement and clinker imports from Mexico for the period 1986-89, The
Commission rejected both of petitioner’s approaches, finding instead that the
"southern-tier of the United States is the appropriate region for analysis.”® ®

¢ The petition lists the following members of the Ad Hoc Group of Southern
California Producers of Gray Pertland Cement: Southwesternm Portland Cement
Co., Imc., Houston, TX, and National Cement Co. of California, Encine, CA. 0On
June 22, 1990, petitioner amended the petition to add the fellowing co-
petitioners: IWNA, Westmont, IL; TWHA Local 49, Viectorville, GA: IWNa Local
52, Mojave, CA; IWNA Local 89, Colton, CA; IWNA Local 192, Hesperia, Ca; IWNA

Local 471, lebec, CA; and International Union of Operating Engineers, Local
12, Pasadena, CA.

7 55 F.R. 21662,

& United States Internaticnal Trade Commission, Gray Portland Cement and
Cement Clinker from Mexico (Investigation No, 731-TA-451 (Prelliminary)), USITC
Publication 2235, November 1989, p. 15. 1In rejecting petitioner’s regional
argunments &nd adopting the southern-tier of the United States (hereinafter
"Southern-tier region") as the appropriate region, the Cormissien stated "The
exclusion of Galifornia and the Gulf states from cur analysis would constitute
the sort of gerrymandered, free-handed sculpting of regional industries on an

{continued. , 2)



Table 1
Portland cement and cement clinker: Previous Investigations, determinations,
countries subject to investigation, and scope of investigations?!

Year of Hature of Subject Scope of
determination determination countries investigation
1960 Negative Canada
1961 Affirmarive Sweden Bhode Island, eastern
Massachusetts, and
edastern Comnmecticut
{1 market area)
1961 Affirmative Belgium East coast of Florida
1961 Affirmative Portugal Comnecticuc,
Hassachusetts, and
New Jersey (1 market area)
1962 Negative Dominican Metropelitan New York
Republic City and Puerto Rico
{2 market areas)
1963 affirmative Dominican Metropolitan New York
Republic City
1975 affirmative? Mexico Arizona, New Mexico, and
southwestern Texas
: {1 market area)
1976 Negative Mexico Flerida and scutheastern
' Ceorgia (1 market area)
1978 Hegative Canada "Northeast U.S. market,"
and the "Canadian border
U.5. market"?
(2 optional market areas)
1983 Negative Austcralia, California and Nevada
and Japan {1l region)
1986 Hegative Colombia, National

- France, Greece,
Japan, Mexico,
the Republic of
Korea, Spain,

and Venezuelg
! Prior te the Trade Act of 1974, the statute provided for an injury analysis on

the basis of a “competitive market area,” thereafter a "marketing area™ or "region.”
2 The Commission "does mot determine that there is no reasonable indication that

an industry is being or is likely to be injured, or is prevented from being

established, by reason of the impertation of such merchandise into the United

States.” Subsequent te this determination, the Department of the Treasury made a

ne%ative LTFV determination and the investigation was terminated.

The "northeast U.S8. market" included the States of Comnecticut, Maine,
Massachusetts, New Hampshire, New York, Rhode Island, and Vermont. The "Canadian
border U.5. market" included the States of Alaska, Idaho, Illinois, Indiana,
Michigan, Minnesota, Montana, North Dakota, Ohio, Oregon, Pennsylvania, South
Dakota, Washington, Wisconsin, and Wyoming, but did not include those States listed
in the "northeast U.5. market. ®

8¢...continued)
outcome-oriented basis that the CIT has warned us against, and that was
condemned in the past.” USITC, Cement from Mexica, USITC Publication 2235,
pp. 15-16.

® The Southern-tier region is defined as the following States, in their
entirety: Florida, Alabama, Mississippi, Louisiapna, Texas, New Mexico, 3
Arizona, and California. See fig. 3 in the "U.S. producers" section.



The Commission determined that the Southern-tier region satisfies rhe
statutory criteria for regional industry amalysis--!%(1) that the producers
within such market sell all or almost all of their production of the like
product in question in that market; (2} that the demand in that market is not
supplied, to any substant{sl degree, by producers of the product in question
located elsewhere in the United States; and {3) that there is a concentration
of subsidized or dumped imports inte such an isolated market. For this
report, information was collected from producers and importers throughout the
Southern-tier reglon.* Information for the entire U.S. industry was derived
from U.S. Bureau of Mines data and other publicly available data.

With respect to the issue of "like product," the Commission determined,

. in the preliminary investigation, that portland cement and clinker constituted
a single like product, The Commissjon moted that “"clinker is an intermediate
material produced when manufacturing cement and has ne use ather than to be
ground inte finished cement."?

In the preliminary investigation, petitlioners argued that because the
like product is portliand cement and cement clinker, it comsists of the
producers of same in the reglonal market at issue, Following this appraach,
petitioners further argued that, since the production of clinker accounts for
ecver 80 percent of the cost of producing portland cement, the grinding of
clinker is a miner finishing operation. Therefore, petitioneys argued,
prefits derived from grinding imported clinker should not be considered as
profits of a U.5. producer® and should not be considered in the Commission's
analysis of the health of the proposed regiomnal industries in that
investigation. The Commission rejected that argument noting "if the like
product includes cement, then grinding and blending of clinker to produce

1919 u.5.C. 1677(4)(C). .

11 Ac another approach to the Southern-tier region found by the Commission
in the preliminary investigation, petitioner has propesed the Commission
consider an Alternative Southern-tier region consisting of the States of
Florida, Texas, New Mexico, and Arizona, in their entirety, and only southern
California and the coastal counties of Alabama, Mississippi, and Loulslana.
Letter from Joseph W. Dorn, Attorney for Petitioner, to Chairman Anne E.
Brunsdale, U.S. Interpational Trade Gommissiom, Apr. 2, 19%90. The net effect
of such a regional approach would be to exclude 1¢ producers currently
included in the Southern-tier region {6 in Alabama, 1 in Mississippl, and 3 in
California). In view of this reguest, information for an Alternative
Southern-tier region is presented in the trade and financial tables and
related text.

Additionally, petitieners, in theilr prehearing brief, stated "Given the
Commission's discussion of the regicnal industry criteria in the preliminary
determinations in the Mexiceo and Japan investigations, [Plecitioners will
focus this brief on the Altermative Southern Tier Reglon ("Alternative
Region™), as defined in the Commission's questionnaire. The Alternative
Begion is even more Isclated and insular than the Southern Tier Reglon, and It
¢learly satisfies the concentration of imports criterion. Petitioners
request, however, that the Commission assess the impact of imports on regiocmal
producers in the context of the distinctive construction and cement cycles in
the Southwest, Florida, and Southern Califernia "subregions." (Petitiocners’
prehearing brief, p. 4.) In view of the forepgeoing, trade and financial data
for Florida, the Southwest (Texas, New Mexico, and Arizona), and southern
California, as well as the State of California are presented in app. C.

12 USITC, Cement from Mexico, USITG Publicatien 2235, p. 4.

13 Petition, p. 21,
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cement consticuces domestic production, and therefore these companies are
properly included in the domestic industry."*

With regard to the relevant period to be examined in rthe Commission’s
consideration of material injury or threat thereof, petitlioners requested that
the Commission consider all relevant economic factors that have a bearing on
the state of the industry "within the context of the business cycle, "!®
thereby looking at a period longer than the 3-vear period considered in most
investigations. Petitioner argued that In Florlda the alleged LTFV imports
from Mexico "have suppressed prices and prevented regional producers from
realizing an adequate return on Investment and from achieving the prefits they
would otherwise have achieved during the expansien phase of the construction
and cement cycle."'® Insofar as Texas, New Mexico, and Arizona are concerned,
petitioner argued that the alleged LTFV imports "have increaged and have
maintained significant market share when regional producers are most
vulnerable--during the contraction phase of the construction and cement
¢ycle.*” 1In view of this request, but also taking into consideration the
difficulty in obtaining informaticn concerning an earlier period, staff asked
producers and importers to provide limited trade, financial, and pricing
information from 1983 to 1985, in addition to information requested for
January 1986-March 1990, to enable the Commission to evaluate the industry'’s
performance in the context of the business cycle. Those data are presented in
appendix D.

The Product

Des i and use

Portland cement is a hydraulic cement consisting mainly of compounds of
calcium, silica, and iron oxide, which, when mixed with water and aggregate,
chemically react to form concrete. The cement is a highly standardized
product, usually prepared from a mixture of limestone, clay., and iron ore,
that is crushed and ground by either a wet or dry process. The mill feed is
sintered at about 2,700 degrees Fahrepheit in refractory-lined, c¢ylindrical,
stee}l rotary kilns to make cement ¢linker, which is in the form of small,
grayish-black pellets, Clinker is quite different in appearance and
properties from the finished product and has no other use than for the
production of cement.

Clinker may be stockpiled outside in a dry climate, but must be
protected from meisture in areas with varied weather conditions. When the
clinker Is ground into cement, about 5-percent gypsum and other materials are
added to retard the absorption of water and allow for easier handling. The

14 USITC, Cement from Mexico, USITC Publication 2235, pp. 17-18. Likewise,
the Commission rejected petitioners’ alternative argument that these companies
should be excluded as relared parties, stating "we have considered information
with respect to 'grinding only' operations, particularly those which grind
some amount of imperted Mexican clinker, separately from other preducer data.
We do not, however, find appropriate circumstances for excluding them from the
domestic industry under the related parties provigsion.™ 1Ibid, pp. 19-20.

3 Sec. 771(7)(C) of the Tariff act of 1930.

¥ perition, p. 37.

17 Ibid. : 5
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final grinding step and the materials added are wvery important in determining
the specifications and type c¢f finished cement.

Hydraulic cements are distinguished frem nonhydraulic cements by the
fact that they will set, or harden, under water; pnonhydraulic cement will not
set under water. Portland'® cement is the most important of che four major
categories of hydraulic cements,'¥ accounting for about 95 percent of domestic
production and, reportedly, fer almost all imports.

All cement generally conforms to the standards established by the
American Society for Testing Materials (ASTM). General descriptions of the
five standard types of portland cement are given by ASTH as follows:?*C

Type I--For use when the special properties specified for any
other type are not required;

Type LI--For general use, especlally when moderate sulfate
resistance or moderate heat of hydration is required;

Type II11--For use when high early strength is required;
Type IV--For use when a low heat of hydraticn is required; amd
Type V--For use when high sulfate resistance is reguired,

In 1989, types I and II portland cement together accounted for 92.1
percent of the quantity of all shipments of portland hydraulic cement from
U.5. plants (table 2). Specifications for type I and type 11 portland
hydraulic cement are very similar. The chemlcal specifications for types 1
and II differ in that type I has no specifications for several items that are
speclfied for type 1Il. Thus, type II cement meets all the requirements of
type I cement and may be used in lieu of type I. 1n additionm to the standard
portland cements, there are a number of special cement blends that consist of
portland cement.

Cement is hygroscopic; that is, it has a tendency to absorb water.
Because cement and water form concrete, cement must be handled and stered in a
manner that minimizes the possibility of contamination by water. Thus, beth
domestic producers and importers must use some type of enclosed system or
storage silo and relatively sophisticated equipment to handle finished cement.

Portland cement Is used predeminantly in the production of concrete.
Concrete is consumed almost wholly by the constructien industry. The chief
end uses are highway comstruction, using ready-mix concrete, and buillding
construction, using ready-mix concrete, concrete blocks, and precast concrete
units. In many building applications, concrete 1s used with steel
reinforcement to obtain greater strength and durability. One ton of portland
cement is used to make about 4 cubic yards of concrete.

12 The name was given in 1824 by Jeseph Aspdin, a bricklayer of Leeds,
England, to a hydraulic lime that he patented, because when set with water and
sand, it resembled a natural limesteone quarried on the Isle of Pertland in
England.

1% Portland, masonry, pozzolanic, and natural or Roman cement are the four
major categories of hydraullic cements.

2% ASTM designation C-150, petition, p. 6. 6
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Table 2!
Portland cement: Shipments from U.5.? plants, by types of cement, 198%

Type of cement Ouanticy Value Unit value
1,000 1,000 Per short
5 ons dollaxs ton
General use (types I and II)..... 77,597 3,718,291 $47.92
High-early strength (type III}... 3,133 104,291 52.45
Sulfate-resisting (type V)....... 758 43,970 58.03
011 well.......... e ee e B69 42,316 48,70
White. . ... . i it i i e 456 10,715 155,24
Slag and pozzolan................ 545 29,618 54,32
Expansive. . ... ......... .. ........ 40 3,999 100.62
Miscellaneous?®................... 832 48 358 58,10
Total or average............. B4,229 4,121,558 548 .93

! The Bureau of Mines’ portland cement classification includes some cements
that are special blends consisting of portland cement but that are technically
outside of the portland cement catepory.

Z Includes Puerto Rico,

% Includes waterproof, low-heat (Type IV}, and regulated fast-setting
cement.

Source; U.S5. Department of the interinr, Bureau of Mines, dus
Syrveys, "Cement in 1989," July 13, 1990, p. 17.

Note.--Data may not add to totals shown because of rounding.

Concrete, being a major material in building construction, competes
withstructural steel, clay products, building stone, and other materials in
various building construction applications. However, in almost every type of
structure, regardless of the principal building material used, there
are certain basic uses for concrete (foundations, basements, floors, and so
forth) for which there is little direct competition. The cheice of the
principal structural material is govermed by many factors, such as cost,
personal preference, and building code specifications. Concrete made with
gray portland cement ls one of the most widely used construction materials in

the United States. Table 3 shows the types of customers for cement dutring
1989,
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Table 3

Portland cement: U.§., producers’ shipments as a percentage of total
shipments, by types of customers, 1989 !?2

Type of customer : Percent of togal

Building material dealers........ ... ... . . irinmiiiaiannn.
Caoncrete preduct manufacturers............ e 1
Ready-mixed concrete 7
Highway contractors
Other COMLYACEOTS . ot ar it v asnr s e e s emataa s tm e emaeiennns
Federal, state, and other pgovernment agencies................

- L - 1 - 2.3
100.8

....................................................

.........................................

------------------------------------------

1 Includes cement imported and distributed by domestic producers.
¢ Includes Puerte Rico.

Source: U.S. Department of the Interior, Bureau of Mines, Mineral Industry
Surveys, "Cement in 1989," p. 16,

Preduction progess

There are basically twe processes used to blend the raw materisls to
produce cement: the wet process and the dry process, which are both depicted
in figure 1. In the wet process, the raw materials are ground, blended, and
mixed with water to produce a slurry, This slurry is fed inte rotary kilms in
which {t is heated to induce chemical reactions that convert the raw material
into clinker. The wet process is used where some of the raw materials are
very moist, It is also the older process, having been used in Europe bafore
the manufacture of portland cement in the United States,

In the dry process, all grinding and blending are done with dry
materials in a reller mill., In more technically advanced facilities, the
blended raw meal then goes through a preheater and precalciner in which it is
partially calcined by direct firing before entering the rotary kiln, In the
dry-process facllities that do not include a preheater. or precalciner, the raw
meal is fed directly into a rotary kiln in which it is caleined into clinoker.
The advantage of using preheaters and precaleiners is that they can reduce
kiln fuel consumption.® Figure 2 shows some of the new technology used in
the dry-process manufacture of portland cement.

In the Unjted States, approximately 59 percent of the cement clinker
production facilities use the dry pracess.?® Many domestic producers
converted thelr facilities to the dry process. The main advantage of this
process is that it Is more energy efficient than the wet process, since less
time is needed for heating. Material travels through the kiln in 15 te 20
minutes, whereas the wet process requires approximately 1-1/2 hours of kiln
time. For both the wet and dry processes, the major sources of energy to

2! Norman L. Weiss, ed., SME Mineral Progessing Handbook (Society of Mining
Engineers, American Institute of Mining, Metallurgical, and Petroleum
Fngineers, Inc., New York, NY, 1985), vol. Z, p. 26.

22 U.S, Department of the Interior, Bureau of Mines, Directory of Cement
Producers and Importers in 1988, Feb, 1, 1989, pp. 10-18.

8
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Figure 1.--Steps in the manufacture of portland cement
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Figure 2.--New technology in dry-process cement manufacture
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operate -the kiln include coal, o0il, and gas. The U.5. cement Industry uses
predominantly coal, whereas the Mexican industry uses mostly fuel oil No. 6.
The choice of fuel is simply an economic decision based on fuel prices,
transportation costs to the productlen site, and efficiency costs of using one
fuel over another.

U.8, tariff treatment

U.8. imports of portland cement (other than white, nonstaining portland
cement} from countries entitled to the column l-general (most-favored-nation)
duty rate, including Mexico, enter free of duty under subheadings 2523.29.00
and 2523.90.00 of the HTS., U.S$., imperts of cement clinker from countries
entitled te the column l-general duty rate enter free of duty under subheading
2523.10.00. The column 2 rate of duty for both portland cement and cement
clinker is $1.32 per metric ton, including the welght of the container, and is
applicable to imports from those communist countries and areas specified In
general note 3(b) to the HTS.

Nature and Extent of Sales at LTFV

On July 18, 1990, Commerce published in the Federal Registey (55 F.R.
29244) 1its final determination that portland cement and clinker from Mexico
are being, or are likely to be, sold in the United States at LTFV. Commerce’s
determination was based on examinations of sales of portland cement and cement
clinker for the period April 1, 1989, through September 30, 1989. The final

weighted-average LTFV margins (in percent) are presented in the following
tabulation: :

Manufacturer/producer/expoerter LTFV margin
Cemex, S.A; ....................... 58.38
Apasco, S.A. de C.V............... 53.26
Cementos Hidalgo, 5.C.L........... 3.69
ALL others, ... ..o iiiiiiinnns. - 58,05

For each of the companies listed above, Commerce compared the United
States price to the forelgn market value, based on information submitted by
the companies In response to Commerce’s questionnaire,?® Foreign market value
for all respondents was determined by using sales in the home market. Details
of Commerce's final determination,?* by company, are contaimed in Commerce’s
Federal Registey notice presented in appendix A.

23 Cementos Mexicanos, S.A. (Cemex) and Grupoc Cementos Apasco (Apasco) were
responding to Commerce's questionnaire, while Cementes Hidalgo, 5.C.L.
(Hidalgo) made a voluntary submission,

% on Apr. 19, 1998, petitioner alleged that critical circumstances exist
with respect to imports of portland cement and clinker from Mexico. In %ﬁs
final determination, Commerce found that there is no reasonable basis to
belleve or suspect that critical circumstances exist with respect to imports
of portland cement and clinker from Mexico.
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The Domestic Market

The regional character

Because of the low wvalue-to-weight ratic and the fungible character of
cement, transportation costs are an important limiting factor on its shipment.
More than 95 percent of portland cement shipments in the United States are to
customers located within 300 miles of the production site. The following
tabulation presents the distribution of producers’ shipments, by distances,
for the Southern-tier in 1989 (in percent):

Share of
shi domestic shipments
0-99. . ....... 52
100-299...... 42
00-499, . ...,. 5
500 or more.. 2

Producers located in the Scuthern-tier shipped more than 94 percent of
their cement within a 300-mile radius of theilr plants in 1989, Moreover,
importers of cement from Mexico located In the Southern-tier shipped virtually
all of their imports of portland cement f£rom Mexico within a 300-mile radius.
The following tabulation presents the distribution of Southern-tier importers'
shipments, by distance shipped, in 1989 (in percent):

Share of
Miles shipped imporr shipmenis
0-99......... 59
100-299, ... .. 9
300-499, ... .. 2
500 or more, . Q

Information on the statutory criteria set forth for regional analysis are
shown in the following tabulation for the Southern-tier region and the

Alternative Southern-tier regien (in percent, based on quantity for portland
cement) ; 23 '

25 In view of the engoing investigation concerning imports of pertland
cement and clinker from Japan, information with regard to those imports is
presented throughout the report to enable the Commission to consider their
rossible cumulation with the ifmports from Mexico subject to this 12
Investigation.



Item
Sguthern-tier yepion:
Share of:

U.5. producers'’
shipments within region..
Regional consumption
supplied by producers
outside reglon,..........
Imports from Mexica.,.......
Iaports from Japan.........
Ratio of imports from Mexico
to consumption:
Within region..._..........
In all other areas.........
Ratio of imports from Japan
to consumption:
Within region..............
In all other areas.........
Ratio of imports from Mexico
and Japan to consumption:

Within region.............. .

In all other ateas.........

Alternative Southern-tier

repion:
Share of:

U.8, producers’
shipments within region..
Regional comsumption
supplied by producers
outside region...........
Imports from Mexico........
Imports from Japan.........
Ratio of imports from Mexico
to consumption:
Within regilon..............
In all other areas.........
Ratio of imports from Japan
to consumption:
Within region..... .........
In all other areas,........
Ratio of imports from Mexico
and Japan to consumption:
Within region....... ..... .
In all cother areas.........

! Less than 0.5 percent.
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86
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Tactors affecting demand

As noted earlier, virtually all pertiand cement is used in the
manufacture of concrete, one of the essential bullding materials for most
types of construction. Thus, the demand for portland cement is hiphly
dependent on general censtruction activity. :

One indicator of construction activity is the number of construction
permits authorized., Table 4 presents data on such autherizations for the
States in the Southern-tier region and for the country as a whole by type of
permit. These statistics show that authorizations of residential permits in
the United States declined by over 24 percent from 1986 te 1989, The value of

authorizations of nonresidential permits, adjusted for 1nflation, increased by
0.5 percent from 1986 to 1989

Overall, the Southern-tler region numbers show a decline in residential
construction activity from 1986 to 1989. Authorizations for residencial
housing dipped by nearly 31 percent from 1986 to 1989, Nonresidential
authorizations in the Southern-tier dropped irregularly in real dollar terms
by slightly more than & percent from 1986 to 198%,

All States In the Soucthern-tier showed a drop in residential permirts,
with Texas and Arizona showing the sharpest declines on a percentage basis.
Likewise, for monresidential authorizations, Texas and Arizona showed the
greatest declines in construction activity, while Florida, Mississippi, and
California exhibited slight, albeit irregular, gains for 1986-89.

14
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Table 4
Authorizations of construction permits for the Southerp-tier region!
and the country as a whole, by types of permit, 19B6-89

ltep 1986 1987 1988 198%

Quantity (units)

Residential:

Florida............ 195,525 178,764 170,597 164,707
Alabama............ 19,180 14,523 12,773 11,492
Mississippi........ 8,289 6,632 7,359 5,920
Louisiana.......... 19,501 8,520 7.270 6,063
TeXA8. o .o irren-nn. %6, 737 50,455 40,479 41,481
Hew Mexico......... 11,513 9,268 6,401 f,0L6
Arizenma............ 61,614 40,181 32,878 23,216
California......... 314,641 251,824 253,369 237,332

Total............ 718,000 560,167 531,163 496,227

States........... 1.768 443 1 534,772 1,455,623 1,340,646

Value ¢1.000, 000 dollars)

Nopresidential :?

Florida............. 5,054 . 5,231 5,158 5,260
Alabama......... e B37 817 1,069 gl0
Mississippi......... 413 362 122 420
louisiana........... Be3 667 360 809
=57 7 5,262 4,224 3,239 3,237
New Mexico.......... 356 212 210 3046
Arizoma............. 1,623 1,620 1,468 1,255
california.......... 11 Bla 11.704 13,014 11,965

Tatal......c...... 26,222 24,837 25,040 24,062

Total United
Btates.. .. .ovv-1.n 71,730 70,927 76,060 72,126

! Not available for Alternative Southern-tier region,
Z peflated by implicit price deflator.

Sourca: Compiled from statistics of the U.5. Department of Commerce,
Bureau of the Census,

Apparent consupption

Table 5 shows apparent consumption of portland cement and cement clinker
for the Southern-tier region and the Alternative Southern-tier region, as well
a5 the portion of consumption supplied by U.S. producers outside those
regions, Additionally, table 5 presents total apparent consumption of
portland cement for the entire United States.®®

Regional portland cement consumption represents the totsl of shipments,
as reported in Commission questionnaires, within the respective regions by
producers/grinders operating within these regions, plus shipments supplied

%6 Bureau of Mines data have been used for total U.$. apparent consumption.
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Table 5
Portland cement and cement clinker: U.S. shipments,?® production.z imports, and
apparent consumption, 1986-89, January-March 1589, and January-March 1930

{(In 1 000 short tons)

January-March- -
Item 10864 1987 1988 1989 1989 1990

Portland cement:
Southern-tier;
Shipments by regional
producers/grinders.. 22,326 21,600 22,247 23,008 5,176 5,383
Imports from--

Mexico.............. 2,826 3,391 4,031 3,515 822 722
Japan........ .0 veean 349 487 1,222 1,726 289 320
411 other sources... _3.446 3 483 2,785 2.111 608 4L84
Subtotal.......... 6,621 7,361 8,037 7,372 1,718 1,52¢&
Total supplied from--
Within region....... 28,947 28,961 10,284 30,380 6,894 6,909
Outside region...... 1,378 2. 678 1,824 2,611 474 541

Apparent ceonsumption.. 32,325 31,639 32,109 32,991 7,368 7,450
Alternative Southern-
tier:
Shipments by regional

producers/grinders.. 17,516 16,706 17,121 17,644 3,592 4,119
Imports from--

Mexico.............. 2,671 3,107 3,721 2,923 690 b&B
Japan. . ... ..., ... 349 487 1,183 1,487 289 320
All other sources,.. _3,191 3,252 2,709 1,951 508 405
Subtotal.......... 6,211 6,846 7,612 6,361 1,578 1,393
Total supplied from--
Within region....... 23,727 23,552 24,7133 24,005 5,570 5,512
Dutside reglon...... 2,759 2,194 1.10% 2.561 554 575

Apparent consumption.. 26,486 259,746 25,842 26,566 6,124 6,087
Total United States:

Apparent consumption,. 8%.033 90,458 B9 836 89,175 15,872 17,285
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Table 5--Continued
Portland cement and cement clinker: U.S§. shipments,! production.z imports, and
apparent consumption, 1986-8%, January-March 1989, and January-Mareh 1990

(In 1,000 short tons)

Janvayy-March- -
Item 1986 1987 1988 1989 1389 1994

Cement clinker:

Southern-tier:
Production by regional

producers. ... . ...... 22,447 27,752 23,399 24 724 5,680 5,679
Imports from--
Mexico.......,....... 1,040 502 363 313 100 61
Japan............... 83 Q 0 41 0 0
All other sources... _1,815 947 530 276 74 69
Total imports..... 2,938 1.849 893 630 174 130

Apparent consumption.. 25,385 24,601 24,292 25,354 5. 854 5.809
Alternative Southern-

tier:
Production by regional ,
producers....,...... 16,839 16,774 17,289 18,554 4,278 4,355
Imports from--
Mexlco......_....... 1,040 . 902 363 313 - 100 6l
Japan............... 27 0 0 0 Q 0
All other sources... _1.788 G947 530 276 T4 69
Total imports..... 2,835 1,849 893 589 174 130

Apparent consumption.. 19,694 18,623 18,182 19,143 4,452 4,485
Total United States:

Productlon............ 68,635 68,719 70,439 59,291 (% )
Imports from--
Mexico.............- 1,095 1,215 437 4213 129 87
Japan............... 234 37 137 235 25 28
All other sources... _2.644 2 436 1,345 1,087 207 196
Total imports..... 3,973 3,688 ___1.919 1,745 351 311
Apparent consumption., 72,608 72,407 72,358 71,036 () ()

! Includes shipments of portland cement by both producers and grinders.
? Production for clinker only,
5 Not available.

Source: For portland cement, apparent consumption is computed from Bureau of
Mines data and information as reported in Inv, No. 731-TA-461 (Preliminary), Gray
Portland Cement and Cement Clinker from Japan. For clinker, regicnal apparent
consumption is computed from data submitted in response to gquestionnaires of the
U.8, International Trade Commission and eofficial import statistics of the U.S.
Deparcment of Commerce. Total United States clinker consumption is computed from
Bureau of Mines data and official import statistics of the U.S. Department of
Commerce.

Note.--Because of rounding, figures may not add to the totals showm,
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from U.5. producers outside the regions,?’ plus imports®® intc the regions.?®

Given cement elinker’s status as an Intermediate material used in the
production ¢f finished portland cement, data on censumption, production,
capacity, and capacity utilization must be evaluated separately for cement
clinker and finished portland cement in order to avoid double counting or
other aberrations, Consumption of cement clinker for the regions is the total
of within-region production reported in questionnaires plus official
statistics on imports into the reglom.

In the Southern-tier, ceonsumption of portland cement rose irregularly,
by 2 percent, from 1986 to 1989. TFor the Alternative Southern-tier,
consumption fluctuated, showing only the slightest of pains from 1986 to 19E9.
For both regions, cement clinker consumption experienced little change from
1586 to 1989; however, regional producers increased their share of
consumption, with the share supplied by imports dropping over the period.

U.S. producers

-

According to the Bureau of Mines, there were 134 mctive cement
panufacturing plants operating in the United States in 198%, down from 141 in
1986. The list of plants includes 10 operations solely for the grinding of
imported, purchased, cr interplant transfers of clinker.

27 To obtain the share of regional consumption supplied by producers or
impoerters located outside the regions, Commission staff subtracted producers’
shipwents reported in Commission questionpaires and imports intc the regions
as reported Iin official import statistics of the Department of Commerce from
the State consumption figures fer Califernia, as reperted in Inv. No. 731-TA-
461 (Preliminary), plus the State total copsumption figures for the other
seven states in the Southern-tier as repcrted by the Bureau of Mines. For the
Alternatlve Southern-tier, the same appreach was used, using southern
California consumption from the aforementioned source, Bureau of Mines
consumption figures feor Florida, Texas, New Mexico, and Arizona, and
consumption for the States of Alabama, Mississippi, and Louisiana, based on
staff estimates derived from Bureau of Mines consumption figures for those
States, Ideally, the difference between the figures, for both reglons, would
provide the quantity of shipments into the regions from sources outside the
respective regions.

%% For imports, official statistics of the U.S, Department of Commerce have
been used. Examination of the responses to Commission importer questionnaires
indicates that, with the exception of the New Orleans district, virtually all
imports entering the Scuthern-tier reglon are shipped within the region,:
Hence, it is assumed, with the exception of New Orleans, that the imports
shown In the official statistics are shipped within the region they are
received, To the extent any of rhese lmports are shipped cutside the region,
consumption for a given region may be slightly overstated, BRased on staff's

-analysis of importer quest:onnaires of those imperters who brought portland
cement through New Orleans, 66 percent of the import tonnage for Wew Orleans
was assigned te the Southern-tiar region (54 percent in the case of the
Alternative Southern-tier region}. Importer questionnaires received in this
investigation accounted for nearly all Mexican product received in New
Orleans. For clinker, with the exception of 1986, all imports through New
Qrleans, were excluded from both regions.

2% In calculating consumption, there were no expert shipments to be
extracted from overall shipments datsa.
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Foreign ownership of U.5. cement plants is high and growing, with a
nuither of facilities changing hands since 1986. According te the January 1989
ROI Cement Industry Research Reports publication *The Organization of the
North American Cement Industry,” the greatest changes in the North Amerijcan
cement industry "more than anything else over the past decade have been the
great increase in joint ventures and foreign ownership, especially by
international ¢ement companies.” In 1989, &7 of the plants in the United
States were operated by foreign ownership ar joint ventures with foreign-

" pwned participants.

Holderbank Financiere Glaris Ltd. of Switzerliand {Holdarbank) is invelved
in operations totaling 16.3 million tons capacity in the United States and
Canada and 4.6 million tons in Mexico. Lafarge Coppee (lLafarge) of France has
full or partial ownership interests in 13.1 million tons in the United States
and Canada and Blue Circle Industries PLC {Blue Circle) of the United Kingdom
(UK) has cement interests of 2.6 million tons in the United States.

Lonestar Industries {L¢nestar) fully owns and aoperates 4.8 million tons
of cement ecapacity in the United States and has jeint-venture interests
totaling another 3.% million tons. Lonestar purchased many of its U.§. cement
assets in the 1970s, becoming the largest cement company in Tthe United States.
In the 1980s, however, Lonestar has either sold many of its assets entirely ar
included them in joint ventures. Cementos Mexicancs (Cemex) currently
operates 25,2 million tons of cement capacity, all in Mexico, 7.3 million rons
of which was acquired from Blue Circle in.1989. Additionally, Cemex has
formed severasl joint ventures with U.5. cement companies in recent years.

A number of the firms In the Southern-tier are integrated, with the
degree of integration varying considerably. Among those owning aggregate
operations {raw materials) and/or ready-mix and concrete preduct operations
{e.g., concrete block, ¢oncrete pipe, prestressed concrete, etc.) are
petitioners Southdown, Inc.; Florida Crushed Stome (FCS); GLfford-Hill & Co.,
Inc. (Gifford-Hill); and Texas Industries, Inc. (TXI). Other integrated
producers Include Rinker Materials Corp. (Rinker); Tarmac Roadstone USA, Inc.
(Tarmac); Alamo Cement Co. (Alamo); Capitol Apgregates, Inc.; Gulf Cpast
Portland Cement Co, (Gulf Coast); and CalMat Co. (CalMart),

Within the Southern-tier, thete are presently 38 active preducer/grinder
operations, with &4 being grinder only operations (fig. 3).%° Six of the
facilities are in Florida. Florida Crushed Stone (FCS) in Brooksville, FL, is
the newest of the Florida facilities, having begun operations in 1987.
Florida Mining and Minerals Corp. (FM&M), also locaced in Brooksville, is
owned by Southdown, an owner of cement plants throughout the United Sctates
including facilities in Texas and California. Southdown purchased FM&M in
. July 1988 as part of its purchase of Mcore McCormack Resources, Inc. Tarmac
operates a plant in Penmsuco, FL. Tarmac began operation of the Pennsuco
facility in March 1988 asz a joint venture with Lomestar, then purchased the
remasinder of the venture in late 1988, ¥k,

Rinker is located in Miami, FL, and in 1988 was purchased by CSR Limited
of Austraiia. #%%  Lafarge of Tampa, FL., and National Portland Cement Co. of
Palmetto, FL, operate grinding facilities at those locations. Both firms
import clinker from Mexico as well as other sources, among them Colecmbiz,
Spain, and Venezuela, for grinding into portland cement. Lafarpge has cement
operations throughout the United States, including plants in Alabama and
Texras, %&%,

3 Figure 4 presents the Alternative Southern-tier region.
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Figure 3

Portland cement and cement clinker: Locations of U.S. producers® facilities in the Southem tier region, 1986-89
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Figure 4 .
Portland cement and cement clinker: Locations of U.S. producers’ facilities in the alternative Southern tier region, 1986-89

4

Source: Compiled from data submitted in response to questionnaires of the U.S. Intemational Trade Commission.
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There are currently six producers in the State of Alabama. Four are in
the Birminpgham area. The others are located in Demopolis,® west of
Montgomery, in west-central Alasbama, and in Theodore on the coast of the Gulf
of Mexico, Blue Circle operates a facility in Calera, AL,*: near Birmingham,
and %%, National Cement Co. (Hational) is in Ragland, AL, and %%k,
National is owned by Societe Anonyme des Ciments Vicat of France, which also
owvne National Cement of Califormia, a petitioner in the ongeing preliminary
investigation concerning portland cement from Japan. Lehigh Portland Cement
Co. (Lehigh) operates a facility in Leeds, AL, and ***.  Lehigh's ulcimate
parent s Heidelberger Zement AG of West Germany. The other facility located
in northern Alabama is the Allied Products Co. (Allied) of Birmingham, AL.?®
Allied was purchased in August 1%8% by Ideal Basic Industries, Inc. {Ideal).®
Ideal is owned by Holderbank of Switzerland (Holnam, Inc., for its operations
in the United States) and has a number of cement plants arcund the country,
parcicularly I{n the Western United States. Tdeal is & member of the
petitioning group in this investigation. In addition to Allled, Ideal also
operates a facility in Theodore, AL, near Mobile. Idesl began production in
Theodore in 1981 and from October 1984 to August 1988 uzed imported clinker
from Mexico to produce portland cement. The importation of clinker was
necessitated by raw material preoblems that led Ideal to suspend clinker
production in Qctober 19B4. Clinker production resumed at Theodore in October
1988. Tdeal's clinker imports ceased thereafter. The remaining production
facility in Alabama is LaFarge's plant at Demopnlis.

There is one plant in Mississippi, in the east central part of the State
at Artesia.% The Facility is owmed by TXI,?® which also operates twe plants
in Texas and is & member of the petitioning graup. There are currently no
active cement plants in Louisiana., 1In 1987, Lonestar closed its New Orleans
facility stating “the basic reason plant closed was economics." Ideal leased
the facility from Lonestar and presently operates it as an import terminal.

There are currently 13 active producers and one grinder operation in
Texas, New Mexico, and Arizoma. Ten producers are located in Texas, one in
New Mexieco, and two in Arizona. The single grinder operation is located in
Texas. PoxCrow Cement (BoxCrow}, Gifford-Hill, and TXI operate facilities
located in Midlothian, TX. 1In addition, TXI operates a cement plant at
Hunter, TX. Gifford-Hill, owned by C.H. Beazer Holdings FLC of the United
Kingdom, has three other facilities in the United Scares, with two of them,
operating ass Riverside Cement, located in southern California., All three
companies are in support of the petition as wmembers of the petitioning group.

Alamo, owned by Presa SpA Cementeria de Robilante of Italy, and Capitel
Aggrepates, Inc., operate cement plants in San Antonio, TX. drkk,

Lafarge and Southdown have producing operations at New Braunfels, TX, and
Odessa, TX, respectively. Southdown clpsed facilities in El Pazo, TX, in
1985, and entered into a Joint venture with Cemex to import portland cement

?! Would be excluded from the Alternative Southern-tier region,

32 Thid,

9 Thid.

3 Tbig,

35 Tbid.

35 Rk

37 Would be excluded from Alternmarive Southern-tier regiom.

¥ In June 1990, Ideal anmnounced §t had agreed to purchase TXI's Artesia
facility. Final details with regard to the purchase are presently being 27
completed.
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from the latter's plants in Mexico and use the E1 Paso facility as a
distribution terminal. Southdown states In its questionnalre that *+*. At
the public hearing held in conjunction with this investigation, Mr. Clarence
Comer, President and CEO of Southdown, further stated, "Management's primary
concern in establishing the venture was to protect the value eof its remaining
investments in California and Texas." *¥ % In Qetober 1987, Southdown clesed
its Amarille, TX, manufacturing facilities, citing »¥%*, Lafarge closed its
Fort Worth, TX, plant in Qctober 1986 and jts Dallas, TX, plant in February
1988 due to *%*,

Lonestar currently operates one portland cement manufacturing facility
located in Maryneal, TX. In 1985, Lonestar closed its Houston, TX, cement
facility. Lonestar operates other facilities around the United States,
including a joint venture cperation, RMC Lonestar, located in California.
Lomestar has *%%, Texas-Lehigh i{s a jeint venture producer located in Buda,
TX, owned equally by Centex Corp. and Lehigh.“' Prior to 1987, Lehigh

3 7.8, International Trade Commissicn, Transcript of Public Hearing
{hereinafter “Transcript"), July 19, 19%0, p. 14. In 1ts 1986 Annual Report,
Southdown states, in part, "In early 198&, the Company entered into variocus
agreements with Cementos Mexicanos, §.A., (Cemex)}, the largest producer of
pertland cement in Latin America, under which cement is imported and marketed
in areas of the United States contiguous to the Mexican border. The
arrangement includes the operaticn of cement terminals in E! Centro and San
Dlego, California; Phoenix, Arizona; Albugquerque, New Mexico; and El Pase,
Texas. Marketing cperations are conducted by Southwestern Sunbelt Cement
(Sunbelt), a general partnership organized under the Texas Uniform Partnership
Act, which is a joint venture 50% owned by a subsidiary of Southwestern and
50% owned by a subsidiary of Cemex. The joint venture agreement provides for
a term of twenty years, but may be terminated at any time by mutual agreement
of the parties.

"Under terms of the various agreements, Cemex supplies clinker and
finished cement to Sunbelt to be marketed frow the various terminals.
Southwestern also supplies cement to Sunbelt if requested. Southwestern is
responsible for management cf the terminal facilities and marketing eof cement
for which Southwestern receives a management fee from Sunbelt based on the
guantities of cement imported. Earnings from the sale of cement by Sunbelt
are shared equally between Cemex and Southwestern after deducting all costs
and expenses of Sunbelt, including the management fee to Southwesrtern,”
Southdown Inc., 1986 Aonual Repert, pp. 32-33.

*0 Respondents counter that this joint venture as well as others entered
inte by Cemex were beneficial to the U.5. producers. At the hearing counsel
for Cemex stated that *U.S. cement producers rely on imports in this marker,
As a decision, a strategic decision ro maximize income, they rely on imports
to supplement their own production., They go out and get the imports. This is
not a case in which foreign producers are coming into the United Stares and
seeking customers to expand market share here. Tt's a case of an importer
constirtuency, primarily composed of domestic producers, that uses imports,
that relies on imports, and goes to the foreign producers, whether it is
Mexico or somewhere else, to bring in those impeorts. When they do i, they
control the prices." Transeripc, p. 145,

1 Texas-lehigh is slso a joint venture participant in Texas Sunbelt
Cement, an lmporter of product from Mexico. The joint venture was formed in
1986 with a subsidiaty of Gemex. Under the terms of the joint venture in
which Centex effectively has a 25-percent inrerest, cement produced by Cemex
is being imported and marketed by Texas Sunmbelt in the Corpus Christi, lower
Rio Grande Valley and San Antonle geographic areas, providing a source of |

{continued...)
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operated a facility in Wace, TX, but it shut down that plant "because of poor
market conditions." Centex Corp. #¥k#,

The lone grinder in the Southwest is Gulf Coast located 'in Houston, TX.
Gulf Coast was purchased by Sunstar Cement Corp., a CemeX company, ln August
1989 and imports clinker for grinding from Mexico, Spain, and Colombia az well
as purchasing clinker from domestic producers. Gulf Coast *¥k,

Ideal produces portland cement at its facility Iin Tiieras, NM. The
Tijeras facility is one of a number Ideal owns in the Western part of the
country. Phoenix Cement Co. {Phoenix) is in Clarkdale, AZ, north of Phoenix,
AZ. Phoenlx is5s owned by the Salt River Pima-Maricopa Indian Community, which
purchased the facility from Gifferd-Hill in May 1%87. The other cement plant
in Arizona is owned by the CalMat Go. and located in Rillita, near Tucson,
CalMat is indirectly controlled by Onoda Cement Co., Led. ,* of Japan and has
two other cement plants leocated in California. Ideal and Phoenix are members
of the petitioning group, and CalMat w¥s,

There are presently 10 active producers and one grinder operation in
California. Seven of the producers and the one grinder operaticn are located
in socuthern Callfornia, and the other three producers are located in the
northern part of the State.

Southdown, which alse has plants in Florida and Texas, operates a plant
in Victorville in southern Califernia, Giffora-Hill,*? operating as Riverside
Cement, has two southern California facilities--one & producer and the other a
grinder operation. The producer is located in Oro Grande and the grinder in
Crestmore. The Crestmore facilitcy has been a grinder cperation since August
1987, #%k, As noted earlier, both Southdown and Gifford-Hill support the
petition,

CalMat has manufacturing facilities located in Colton and Mojave in
southern California. National Cement of California*® produces portland cement
at its plant located in Lebec, CA. This plant was purchased from a subsidiary ¢
of Lafarge in Hovember 1987, National Cement of Califernia ##**  Mitsubishi

41 . continued)
supply for Texas Sunbelc's south Texas terminals., In its 1987 Annual Report,
Centex said the asction was taken as part of its repositioning itself to take
best advantage of the Texas market that was in a weak overall economic
condition. _

In discussing the problems with the Texas market in that same report,
Centex went on to say, "The overall econcmic environment f{s weak due to the
precipitous drop in the price of oil and gas plus substantial overbuilding of
various real estate projects such as office buildings, industrial warechouses
and apartments. In addition, product capacity had been increased in
anticipation of a continuing economic beem, an oversupply situation which will
intensify in fiscal 1988 with the opening of a new one milifon ton cement
plant in North Texas. Finally, foreign imports continue to destabilize the
market. Cement consumption in the states declined more than 20 percent in
fiscsl 1987 and prices in Texas were about one-half of the levels in some
cther states."

‘2 Oneda has an option to purchase CalMat which can be exercised for a
period of 12 months, after Aug. 31, 1990. %+,

43 FkH,

% National Cement of California is a member of the petitioning group in

the ongeing investigation concerning imports of portland cement and ¢linker
from Japan. 24
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Cement Co. (Mitsubishi) operates a producer facility in Lucerne Valley, CA.
Mjtsubishi is owned by Mitsubishi Mining & Cement Co., Ltd., of Japan, which

purchased the plant from Kaiser Cement Corp. (Kaiser) im 1988. Mitsubishi has
deokege M3 :

The remaining producer in scuthern Califernia is Calaveras Cement Co,
(Calaveras), with {its plant in Honblith, GA. The Monolith plant was purchased
in March 1989.%¢% Calaveras is owned by Cimentaries CBR, $.A., of Belgium and
also operates a plant in northern California at Redding.*’ Xaiser and RMC
Lonestar have production facilities located south of San Franclsco in
Permanente, CA,°® and Davenport, CA,*® respectively. RMC Lonestar is a joint
venture of Californis Readymix, Inc., and Lonestar. RMC Lonestar +i%,

U 5, importers

On a national basis, U.§. producers, grinders, and importers having an
affiliacion with forelgn producers (either threough direct ownership or a
joint-venture operation) account for many of the imports of portland cement
and clinker from all sources inte the United States.®® In the Commission’s
1986 investigation, U.S§. producers® responding to questionnaires accounted
for nearly 40 percent of all portland cement imperted inte the United Scates
during 1985. Given cement clinker’s status as an intermediate product in the
production of portland cement, all of the clinker would be imported by or fer
U.S. producer or grinder operations.

In the Southerm-tier region, importers accounting for nearly all imports
of portland cement and clinker from Mexico during the period of investigarion
responded to the Commission’s gquestionnaire. The two Florida grinder
operations, National Portland and Lafarge, accounted for *#*+% the clinker
lmports into Florida from Mexice. Both firms import clinker from #%%,
Lafarge also fmported finished portland cement from Mexico and accounted for
nearly *** percent of imports from Mexico into Florida during 1989. Rinker, a
producer in Miami, FL, was the %%% Florida importer of portland cement from
Mexico in 1988. Rinker‘’s imports of portland cement from Mexico, as & share
of its shipments of preduct from its Miami plant, were *** percent in 1989
ldeal imported portland cement into Tampa for a portion of the investigative
period as well as importing clinker for use in its Theodore, AL, production
facility, Other Importers in Florida included #**,

Missouri Portland Cement Co., of Davenport, IA, owned by Cementia
Holdings, AG, of Switzerland, and Ideal both imported portland cement from
Mexico through New Orleans. Missourji Portland, which dees not produce in the
Sguthern-tier regicn, accounted for #*** of Mexican product coming into New

A5 pdek

“ 1n 1986, Memolith filed for Financial reorganization under Chapter 11 of
the Bankruptcy Code. Monolith emerged from Chapter 11 approximately one year
later, 1In mid-1988, Monolith entered into a letter of intent to sell its
cement operations to CBR, with the contract being cloged in early 1989.
Petiticners' pre-hearing brief, Exhibit 24 at p. 6.

*7 Calaveras’' Redding facility would be excluded from the Alternative
Southern-tier region.

“® Would be excluded from the Alternative Southerm-tier regionm.

4% Thid.

3 Imports from Mexice by U.S. producers and grinders in the Southern-t%fr
region are shown Iin table 6. )

3 Including grinders.
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Table 6

Portland cement and cement clinker: U.S, producers’' imports from Mexice into the
Southern-tier, by firms, 1986-89%, January-March 1989, and January-March 19%0

January-March- -
Item 1986 1987 1588 1989 1989 1590

Duantity (1,000 short toms)

Portiand cement:

Cement clinker:

Imports from Mexico as a ratio to company’s

Southern-tier production e¥rrcent
Portland cement:

Cement c¢linker;

Imports from Mexico as a share of company’s
total imports from all spources (percent)

Portland cement:

Cament clinker;

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.

26
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Orleans. Slightly over %% percent of Missouri Portland’s Imports through New
Orleans are off-loaded onto barges and transported up the Mississippi River to
its terminals in Memphis, TN, and St. Louis, MO, 1Ideal, which leases the New
Orleans production facility clesed by Lonestar in 1987, ships most of its
imports within the Southern-tier region. .

In Texas, Gulf Coast was **% {importer of clinker, with the imports
destined for use in its Houston grinding facility. Four other importers, BOW,
Inc., Lonestar-Falcon, Texas Sunbelt Cement (Texas Sunbelt}, and Southwestern
Sunbelt Cement (Southwestern Sunbelt), accounted for nearly all imports from
Mexico of portland cement into Texas, New Mexico, Arizona, and California.
With the exception of Lonestar-Falcon, these importers are either directly
owned by Cemex subsidiaries or participants in joint ventures with Cemex. In
general, Cemex owns or centrols most of the impert marketing and/or concrete
poperations In areas that receive its exports. The excepticn in the Southern-
tier is Florida where, as noted earlier, U.S5. firms are the largest importers
of Cemex product.3?

BCW, Inc. has three cerminals in Arizeona and prior to its 1989 purchase
by Cemex was owned equally by three Mexican firms: Empress Tolteca de Mexico
5.A. de C.V. (Tolteca), Cementos Portland Naclonal, and Cementos del Pacifico,
Tolteca was acquired by Cemex in 1989, BCW, Inc., has import terminals in
California as well. lLonestar-Falcen, located in Dallas, TX, is a joint
venture of Lonestar and Falcon Investments of Bichmond Hill, GA. Texas
Sunbelt has three import terminals in the southern part of Texas, at Corpus
Christi, McAllen, and 5an Antonio. As noted earlier, Texas Sunbelt is a joint
venture of Cemex and Texas-Lehigh.>?

Southwestern Sunbelt has impert terminals in El Paso, TX, Albuguergue,
NM; Pheoenix, AZ; El Centro, GA; and San Diego, CA. Southwestern Sunbelt was a
joint venture of Cemex and Southdown, a U.S. producer, until 1889, when Cemex
purchased Southdown's portion of the venture ™ 3

32 Prehearing brief filed on behalf of Cemex, S.A. and the Cement Free Trade
Association, Exhibit 108, North American Cement Review by Deuglas Queen.
3 Texas Sumbelt’s imports of portland cement for 1986, 1987, 1988, and 1989,
respectively, amounted to *%#%,
*hk

According to Scuthdown’s 1889 aApmual Report, the joint venture was
dissolved on Sept. B, 1989, when Souchdown scld ics 50-percent interest to an
affillate of Cemex for $1.5 million resulting In a $500,000 pgain from the
transaction. Southdown further notes that it trecognized earnings of $676,000,
$1.2 million, and $3.9 million, respectively, fer the vears ended Dec. 31, 1989,
1988, and 1987 as its share of earnings from the joint venture. Southdown stated
that it "does not antlcipate any material impact on its operations resulting from
the dissolution.” Southdewn 1989 Antual Repert, p. 30.

At the public hearlng in this investligation, Mr. Clarence Comer, President
and CEO of Southdown stated, "In the final stages leading to the dissolution of
the import operation, Cemex forced the profitability out of the venture leaving
nothing for Southdown, After taking Southdown’'s 600,000-ton customer base in
the El Paso, Albugquerque, Phoenix, and San Diege markets, Cemex demanded a
continuously increasing share of the joint-venture revenue stream in the form
‘of reduced management fees to Southdown and higher transfer prices to Cemex."
Transcript, p. 13,

At the hearing, Mr. Jpse Trevino Salinas, Director of Internstional
Operatioms, Cemex, S5.A. spoke of the joint wventure saying, in part, *"fLhe
(continued. . .}

S
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Consideration of Alleged Material Injury
to an Industry in the United States™®

The data in this section come from responses to the Commission’s
questionnaires sent to producers in the Scuthern-tier regiom. With the
exception of three facilities,®” all producers in the Southern-tier provided
questionnaire responses. The responding preducers accounted for 96 and 953
percent, respectively, of active capacity for 198% in the Southern-tier and
Alternative Southern-tier. Two of the three non-respondents changed hands
during the peried of investigation and what, if any, infermaticn they provided
was unusable. The other, %%, &%,

Data and text in this section are presented separately for firms in the
Southern-tier and the Alternative Southern-tier.

U.S. production. capacity, and capacity utilization

Table 7 details production of portland cement ground from producers’ own
clinker, from imported clinker, and from purchased clinker as well as
providing data on clinker production.

Southern tier.--Capacity to produce both portland cement and clinker
remained relatively level during January 1986-March 1990, Southern-tier
production of portland cement stayed essentially level during 1986-88, then
increased by 6.3 percent from 1988 to 1%989. Producers In Florida and
California generally reported increases in preductlion, whereas producers in
Texas, New Mexico, and Arizona pgenerally reported the oppesite. Producers in
Alabama and Mississippl experienced somewhat irregular increases for 1986 to
1988 with most reporting drops in production from 1988 teo 198%. Clinker
production increased each vear from 1986 to 198%, going up 10.4 percent over
the period. Producers in Florlda and California, as well as the resumption of
clinker preduction by Ideal’s Theodore, AL, facility, accounted for most of
the increase., Gapacity utilization for pertland cement went up irregularly
from 71.4 percent in 1986 to 75.1 percent in 1989, with utilization rates for
clinker following a similar pattern, rising from B0O.5 percent to 89.7 percent,
Utilization rates generally increased for Florida and California producers,
while producers in the other Southern-tier states experienced declining
utilization rates,

Alternative Southern-tier.--Like the Scuthern-tler, capacity to produce
portland cement remained essentially level over the period of investigation.
Production dropped irregularly, by 1.5 percent, from 1986 to 1988, before

54, . .continued)

Southwestern Sunbelt joint venture was a great success for Southdown. If anyone
challenges that, I would suggest they read the glowing remarks in Sourhdowm's
annual reports. At Cemex, however, there ware problems that became progressively
more serious. We tried repeatedly to persua