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EXECUTIVE SUMMARY 1/ 2/

Lime is one of the largest basic chemicals used in U.S. industry, second
only to sulfuric acid. In 1988, lime production 3/ 4/ reached *** million
short tons, valued at $*** million, as reported by the U.S. Bureau of Mines.
In the same year, U.S. imports reached 235,000 short tons, and exports reached
*** short tons.

Following a request from the U.S. Trade Representative, the Commission
instituted an investigation on February 8, 1989, to "report to the President on
whether the probable economic effect on an industry in the United States of
revocation by the Department of Commerce of the outstanding countervailing duty
order on lime from Mexico would be such that (1) an industry in the United
States would be materially injured, or would be threatened with material injury
or (2) the establishment of an industry in the United States would be
materially retarded."

The principal findings for the period 1986-88 are highlighted below:

——Consumption of lime increased *** percent in the United States and 8
percent in the Southwest region.

—Production increased *** percent in the United States and 4 percent in
the Southwest region while capacity utilization for quicklime increased
from 60 percent to *** percent in the United States. Capacity utilization
for all lime increased from 63 percent to 66 percent in the Southwest
region.

1/ Commissioner Eckes concurs with the factual information contained in the
Executive Summary and refers to his separate analysis and findings in Chapter
4, infra.

2/ Commissioner Rohr notes that, while he approved the institution of this
investigation, he stated at that time that he was concerned about the use of
section 332 as authority to conduct "pseudo-Title VII injury investigations" in
situations in which Title VII does not authorize such investigations. See
Memorandum C064-M-015, dated March 2, 1989. He further noted at that time that
to invest any findings of the Commission pursuant to a section 332
investigation would be unjustified.

While he has approved the issuance of this report he wishes to make clear
that any assumption that the same finding would necessarily result from a title
VII investigation on this same subject is unwarranted. The Commission's
procedures and information gathering abilities are different in section 332
investigations from what they are in title VII investigations. Consequently,
it should not be assumed that the records in two such investigations would be
the same. A Commission decision in a title VII investigation is fact specific
and cannot be separated from the record on which it is based.

He believes that the use of section 332 in situations such as this is an
unfortunate precedent. It contravenes the Congressionally mandated title VII
process and it compromises the integrity of the Commission's section 332
mission.

3/ Excludes refractory dolomite.
4/ Data covering quicklime and hydrated lime are presented separately in the
body of the report.
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--Domestic shipments increased *** percent in the United States and 9
percent in the Southwest region while the average unit value increased ***
percent in the United States and decreased by 1 percent in the Southwest
region.

--Producer inventories increased 5 percent in the Southwest region.

--Employment in the industry remained constant in the United States and
increased 8 percent in the Southwest region. Productivity increased 1'
percent and unit labor costs decreased by 7 percent in the Southwest
region.

--Financial performance of the industry improved in both the U.S. and the
Southwest region. For the U.S. industry, net sales rose by 14 percent.
Net sales increased by *** percent in the Southwest region. As a share of
net sales, operating income, in the Southwest region, rose to *** percent
in 1988 from *** percent in 1986, whereas, for the U.S. industry, such
income increased from 8.1 percent in 1986 to 14.6 percent in 1988.

--Imports from Mexico accounted for 7 percent of all U.S. imports of lime
in 1986, 26 percent in 1987, and 13 percent in 1988.

--Market penetration of imports of lime from Mexico was less than 0.5
percent of U.S. consumption throughout the period. In the Southwest
region, market penetration grew from 1 percent in 1986, to 3 percent in
1987, then fell to 2 percent in 1988.

--Producer prices, based on questionnaire data, averaged $50 per short ton
for quicklime, ranging from $48 to $53. Producer prices for hydrated lime
fluctuated between $*** and $***. Reported prices for imported quicklime
were generally below the weighted average of U.S. prices. Prices for
imported hydrate varied markedly by importer, ranging from $*** to $***
per ton for lime sold in bulk. Purchaser's delivered prices for quicklime
increased from $*** to $*** and for hydrated lime from $*** to §x**,

In assessing the probable economic effect on an industry in the United
States of revocation of the existing outstanding countervailing duty order on
Lime from Mexico, we find that the industry in the United States most likely to
be affected by the revocation of the CVD order is an industry in the
Southwestern United States producing lime, both quick and hydrated. We
determine that import volumes from Bomintzha, a Mexican producer, are likely to
increase. We determine that there would be underselling by quicklime imports
from Mexico. 11 We determine that the impact of these import volumes and
prices would fall primarily on Chemstar's Douglas plant in Arizona which is
part of a regional lime industry in the Southwestern United States. The impact
of these import volumes and prices would be less pronounced on the regional
industry as a whole and on the entire U.S. lime industry. The Southwestern
lime industry would feel some impact from the duty revocation but,
nevertheless, would not be materially injured or threatened with material
injury. The U.S. lime industry would feel even less impact from the duty
revocation than the Southwestern lime industry and would not be materially
injured or threatened with material injury.

Vi
1] Vice Chairman Cass does not share this view. See his Additional Views,
infra.
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CHAPTER 1: INTRODUCTION

On February 8, 1989, the Commission received a request from the U.S. Trade
Representative (USTR) 1/ to "conduct an investigation into and report to the
President on whether the probable economic effect on an industry in the United
States of revocation by the Department of Commerce (Commerce) of the
outstanding countervailing duty order on lime from Mexico (49 F.R. 35672),
would be such that (1) an industry in the United States would be materially
injured, or would be threatened with material injury or (2) the establishment
of an industry in the United States would be materially retarded." USTR
further stated that the terms used in its request are defined at 19 U.S.C. §
1677. Accordingly, effective February 8, 1989, the Commission instituted
investigation No. 332-271, concerning conditions of competition between U.S.
and Mexican lime in the U.S. market. Imports covered by the outstanding
countervailing duty order and this report are calcium oxide, commonly called
quicklime, and calcium hydroxide, commonly called hydrated lime or hydrate.
The Commission transmitted its report to the President on July 10, 1989.

Notice of the institution of the Commissioh's investigation was given by
posting copies of the notice in the Office of the Secretary, U.S. International
Trade Commission, Washington, D.C., and by publishing the notice in the Federal
Register of March 15, 1989 (54 F.R. 10742). 1/ A public hearing in connection
with the investigation was held on May 18, 1989.

Origin of the Present Investigation

The countervailing duty order of concern in this investigation resulted
from a petition filed with the Department of Commerce by the Paul Lime Division
of Can-Am Corporation, Chemical Lime, Inc., Genstar Lime Co., and the United
Cement, Lime, Gypsum, and Allied Workers International Union, AFL/CIO, alleging
that manufacturers, producers, or exporters of lime in Mexico received bounties
or grants within the meaning of section 303 of the Tariff Act of 1930 (the
Act). Commerce announced on April 16, 1984 (49 F.R. 15011) that it was
investigating the allegations and on September 11, 1984, published its
determination (49 F.R. 35672) 2/ that certain benefits that constitute bounties
or grants within the meaning of the countervailing duty law were being provided
to manufacturers, producers, or exporters of lime in Mexico.

Mexico, at that time, was not a "country under the Agreement" within the
meaning of section 701 (b) of the Act, and therefore, section 303 of the Act
applied to the investigation. No injury determination was required by the U.S.
International Trade Commission because there were no "international
obligations" within the meaning of section 303(a) (2) of the Act which required
such a determination for nondutiable merchandise from Mexico. On August 24,
1986, Mexico acceded to the General Agreement on Tariffs and Trade (GATT).
Thereafter, USTR stated in its letter that "the Department of Commerce has
concluded that it lacks the authority under Article VI of the GATT and section
303(a) (2) of the Act, to levy countervailing duties on Mexican duty-free

1/ A copy of the Commission's notice of investigation and the letter requesting
the investigation is presented in app. A. 1
2/ A copy of Commerce's final determination is presented in app. B.



imports of lime if there has not been a prior affirmative injury
determination."

Nature and Extent of the Subsidies

On September 11, 1984, Commerce published a notice of final affirmative
countervailing duty determination and countervailing duty order on lime from
Mexico. 1/ In its final determination, Commerce found the following programs
to confer bounties or grants to manufacturers or exporters of lime in Mexico:
Fund for the Promotion of Exports of Mexican Manufactured Products, import duty
reductions and exemptions, Fund for Industrial Development, preferential
federal tax incentives, Guarantee and Development Fund for medium and small
industries, certain equity infusions, loans from Mexican Trust for nonmetallic
minerals, delay of payment of fuel charges, delay of payment on other loans,
and loans from the Mexican National Bank of Foreign Trade.

The countervailing duty order on lime from Mexico established rates of
cash deposit of estimated countervailing duties of 55.89 percent for Sonocal,
S.A. and 1.21 percent for all other manufacturers/exporters including
Industrias Quimicas de Yucatan, S.A. de C.V. (IQY); Calteco, S.A.; and
Materiales BYM, S.A. The rates for the following seven firms--Productos
Calizos de Baja California, S.A. de C.V. (PCBC); Mexicana de Cobre, S.A.;
Incalpa, S.A.; Cales de Chiapas, S.A.; Cal de Apasco, S.A. de C.V.; Cales de
Puebla, S.A.; and Materiales Titan, S.A.--were found to be de minimis.
Accordingly, the products subject to the investigation produced by those seven
companies were excluded from the determination and were not subject to cash
deposit requirements.

Under the Government of Mexico's privatization program, Sonocal was
acquired on September 2, 1986, by a private cooperative, Bomintzha (Sociedad
Cooperativa E.E.R.R. Bomintzha, S.C.L.). Bomintzha began to export to the
United States in January 1987 and, as a new company, was assessed the 1.21
percent "all other" countervailing duty rate. Representatives of U.S. domestic
producers contacted Commerce in March 1987 to protest the assessment of
Bomintzha's exports at the 1.21 percent deposit rate. In April 1987, Commerce
instructed Customs to assess the 55.89 percent countervailing duty deposit
rate which had been applicable to Sonocal on Bomintzha's exports pending
determination of whether Sonocal's privatization entitles Bomintzha to the 1.21
percent "all other" countervailing duty deposit rate. In September 1987,
Commerce instituted an annual administrative review of the countervailing duty
order on lime from Mexico, at the request of the Mexican Embassy. This review
was to cover exports during 1986.

On August 2, 1988, Commerce initiated a changed circumstances
administrative review of the countervailing duty order on lime 2/ following a
request of the Government of Mexico on July 21, 1988. The Government of Mexico
requested Commerce to examine the purchase of Sonocal by Bomintzha and to
determine whether the transaction was at "arm's length," thereby permitting
Commerce to apply to Bomintzha the "all other" countervailing duty deposit
rate. Action on the annual review for 1986 was suspended pending completion of
the changed circumstances review.

./ A copy of Commerce's final determination is presented in app. B.
2/ A copy of Commerce's notice of initiation 1s presented in app. C.



As a result of its review, Commerce preliminarily determined, on January
17, 1989, that bounties or grants provided by the Government of Mexico to
Sonocal before its sale to Bomintzha in 1986 do not continue to provide
benefits to Bomintzha. Therefore, Commerce preliminarily determined that the
appropriate rate of cash deposit of estimated countervailing duties for
Bomintzha's exports of lime to the United States is the "all other" rate of
1.21 percent ad valorem. 1/ However, the 55.89 percent deposit is still in
effect until Commerce's final determination. Commerce has not announced a date
for its final determination in the changed circumstances administrative review.

On December 5, 1988, Commerce initiated an administrative review of the
countervailing duty order on lime from Mexico. The final results, covering the
period January 1, 1987, to December 31, 1987, will be published no later than
November 30, 1989. 2/

The Product

Description and uses

Two types of lime are covered by this report, calcium oxide, commonly
called quicklime, and calcium hydroxide, commonly called hydrated lime. These
lime types are produced from high-calcium limestone, and contain largely
calcium oxide and less than 5 percent magnesium oxide. The following lime
types are not included in the countervailing duty order: dolomitic quicklime
and hydrated lime, which are produced from dolomitic limestone and contain
considerable magnesium oxide (35 percent or more); lime produced from a variety
of calcareous materials such as aragonite, chalk, coral, marble, shell; and
regenerated lime produced as a byproduct by paper mills, carbide plants, and
water treatment plants.

Lime producers in the United States generally mine their own raw material,
limestone. The quarried limestone is then crushed and screened to desired
gradations of kiln feed. The majority of lime is made in rotary kilns--long
cylinders with refractory lining, inclined at a slight angle rotating at a slow
speed, and fired by fuel at the lower end. They range up to 500 feet long and
17 feet in diameter, and can produce over 1,200 tons per day. Vertical kilns
or shaft kilns make up most of the balance. Kilns are generally fired by coal
or natural gas. The lime industry has one of the highest ratios of energy
costs to total material costs found in any manufacturing process, approximately
60 percent. Each ton of quicklime requires about 6.7 million British thermal
units. 3/

Quicklime is produced by calcining the limestone at elevated temperatures
(2,000-2,400 degrees F), volatizing nearly one-half of the stone's weight as
carbon dioxide. After calcining, the quicklime is cooled, crushed if
necessary, and stored for shipment. Quicklime is available in a number of more
or less standard sizes. The most common form, crushed or pebble lime, ranges
in size from about 1/4 to 2 inches in particle diameter 4nd is produced in most
kiln types. Lump lime, with a maximum size of 8 inches in diameter down to 2
to 3 inches, is produced in vertical kilns. Other sizes include granular lime,

if A copy of Commerce's preliminary determination is presented in app. C.3
2/ A copy of Commerce's notice of administrative review is presented in app. C.
3/ "Lime, Calcium, and Calcium Compounds", 1985, p. 3, U.S. Bureau of Mines.



ground lime, pulverized lime, and pelletized lime. Quicklime is obtainable in
either bulk carloads or tanker trucks or in 80-pound multiwall paper bags.
This product reacts to moisture in the air and therefore will deteriorate in
storage. Under good storage conditions, with multiwall, moisture-proof bags,
quicklime may be stored as long as six months, but in general should not be
stored over 3 months. 1/

Hydrated lime is produced by reacting quicklime with sufficient water to
form calcium hydroxide, a dry, white powder. Quicklime is highly reactive with
water, generating considerable heat in the hydration process. The dry hydrate
is then classified by air separators which reject coarse particles. Due to
air-classification, hydrated lime is generally purer than the quicklime from
which it is derived, since many of the impurities are rejected in the
classifier. Hydrate is then stored and shipped in bulk or in bags. In dry
storage, hydrated lime may be stored for periods up to one year without
encountering serious deterioration. 2/ Both quicklime and hydrated lime are
often made to the purity and size specifications of customers. The chemical
and metallurgical industries, in particular, have stringent purity
requirements.

Quicklime and hydrated lime have an extremely broad end-use spectrum. In
terms of tons shipped and consumed, lime is the second largest basic chemical
used in industry after sulfuric acid. The end markets for lime are broadly
grouped into chemical and industrial, construction, and agriculture. During
1988, the chemical and industrial market used 93 percent of all quicklime
produced and 55 percent of hydrated lime, the construction market used
3 percent of quicklime and 43 percent of hydrated lime, and the agriculture
market used less than 1 percent of quicklime and 2 percent of hydrated lime.
Steel is the largest end use for quicklime and accounted for *** percent of the
entire lime market in 1988. The production of steel uses quicklime as a flux
for removing impurities.

After steelmaking, lime's greatest use is for environmental cleanup of
water, wastewater, and solid wastes. Both quicklime and hydrated lime are
widely used in the flotation of many nonferrous ores, in particular copper ore,
and are extensively used in the recovery of gold and silver. Quicklime and
hydrated lime are used to make aluminum and magnesium respectively. The
chemical industry requires lime to make such chemicals as sodium alkalies,
calcium carbide, calcium hypochlorite, citric acid, petrochemicals, etc. The
paper industry uses lime as a causticizing agent and for bleaching. In
construction, lime is traditionally used in mortar and plaster; however, its
largest construction use is in soil stabilization for roads, airfields,
building foundations, etc., where it upgrades low-quality clay soils into
satisfactory base and subbase materials. Other uses include sugar refining
(seasonally), agricultural liming, and glassmaking. 2/

A user's preference for quicklime and hydrated lime depends largely on the
volume of intended consumption. The type of storage and handling facilities
are also important determinants. Quicklime is more concentrated than hydrated
lime and costs less per ton, thus offering appreciable savings in raw material.
Quicklime also weighs less than hydrated lime and saves on transport cost. In

1/ "Lime Handling, Application and Storage in Treatment Process," 1988, 4
National Lime Association, p. 7.
2/ "Chemical Lime Facts," 1981, National Lime Association.



most cases, quicklime must be slaked into a milk of lime by the consumer before
it can be used. This requires added investment for the necessary equipment.
The hydrated lime is slaked by the lime manufacturer. A notable exception to
the interchangeability of quicklime and hydrated lime is in steel production,
where quicklime alone is used. In this instance, the hydrogen contained in
hydrated lime is considered an impurity that is costly to remove. Substitutes
for lime include cement for soil stabilization, polymers for water treatment,
soda ash for acid neutralization, and limestone.

U.S. tariff treatment

Quicklime and hydrated lime are provided for in subheadings 2522.10.00
(quicklime), 2522.20.00 (slaked lime), and 2522.30.00 (hydraulic lime) of the
Harmonized Tariff Schedule of the United States (HTS). 1/ These products were
previously classifiable in TSUS items 512.11 and 512.14. U.S. imports of lime
from countries entitled to the column l-general duty rate (most-favored-nation
rate) enter free of duty. The column 2 rate of duty includes the weight of the
container and is assigned to each lime product as follows: quicklime, 0.2
cents per kilogram; slaked lime, 0.3 cents per kilogram; and hydraulic lime,
0.2 cents per kilogram. The column 2 rate is applicable to imports from those
Communist countries and areas specified in general note 3(b) to the HTS.

U.S. Producers

The United States is the second leading lime producing country, with
*** percent of the world total. Other leading countries are the U.S.S.R. (***
percent), Japan (*** percent), the Federal Republic of Germany (*** percent),
and * * * (*** percent). The Bureau of Mines reported that *** million short
tons of quicklime, 2/ valued at $*** million, and *** million short tons of
hydrated lime, valued at $*** million, were produced in the United States in
1988. This was an increase of quicklime production compared with 13 million
short tons in 1987, valued at $618 million, and 12 million short tons in 1986,
valued at $582 million. Hydrated lime production increased from 2.2 million
short tons in 1987, valued at $139 million, and 2.0 million short tons in 1986,
valued at $143 million.

In the United States, lime is produced in 41 States and Puerto Rico. In
1988, 72 companies reported operating 116 plants. Principal lime producing
States in decreasing order were Ohio, Missouri, Alabama, Pennsylvania, and
Texas, which together accounted for 45 percent of total output. 3/ The leading
U.S. producers in 1987, in descending order, were Dravo Lime Co., with two
plants in Kentucky and one plant each in Alabama, Louisiana, and Texas;
Mississippi Lime Co., with one plant in Missouri; Marblehead Lime Co., with two

1/ The Harmonized Tariff Schedule of the United States replaced the previous
Tariff Schedules of the United States effective Jan. 1, 1989. Chs. 1 through
97 are based upon the internationally adopted Harmonized Commodity Description
and Coding System through the 6-digit level of product description, with
additional U.S. product subdivisions at the 8-digit level. Chs. 98 and 99
contain special U.S. classification provisions and temporary rate provisions,
respectively. B

2/ Excludes refractory dolomite.

2/ U.S. Bureau of Mines.



plants in Illinois and one each in Indiana, Michigan, and Pennsylvania; Martin
Marietta Corp., with one plant in Ohio; USG Corp., with one plant each in
Louisiana, Ohio, Texas, and Virginia; Chemstar Inc., with two plants each in
California and Nevada and one each in Arizona and Utah; Broyhill and Associates
Inc., with two plants in Pennsylvania; Allied Products Co., with two plants in
Alabama; LTV Steel Co., with one plant in Ohio; and Continental Lime Inc., with
one plant each in Montana, Utah, and Washington. These 10 companies operated
30 plants and accounted for nearly 55 percent of total lime production in 1987.

Lime is primarily a regional business because the high cost of
transportation in relation to low unit prices severely restricts the distance
of shipments. For this reason, all Mexican imports are consumed in the
Southwest, and it is likely that the removal of the CVD order on lime from
Mexico will have a greater effect on the Southwest region of the United States
(Southern California, Arizona, Southern Nevada, New Mexico, and Texas) than on
the rest of the country. J/ 2/ Accordingly, data on the Southwest region are
presented separately from those of the entire United States. The following 11
plants are considered to be within the Southwest region: APG Lime Corp., New
Braunfels, TX; Austin White Lime, Austin, TX; Chemstar, Inc., Douglas, AZ,
Nelson, AZ, Apex, NV, and Industry, CA; Chemical Lime Co., Clifton, TX; Dravo
Lime Co., Round Rock, TX; Magma Copper, San Manuel, AZ; Redland Worth, San
Antonio, TX; and Texas Lime, Cleburne, TX. Data on the Southwest region covers
100 percent of the region.

Several of the Southwest region plants changed ownership during the period
of investigation. APG Lime Corp., a subsidiary of A.P. Green Industries, Inc.,
was owned by USG Corp. of Chicago, IL, prior to September 1987. In 1987, USG
Corp. restructured the industrial portion of its lime business and transferred
certain assets to the new subsidiary APG Lime Corp., which then became wholly
owned by A.P. Green Industries, Inc. (formerly A.P. Green Refractories). The
New Braunfels plant produces both quicklime and hydrated lime.

Chemstar, Inc., previously Genstar Lime Co., was acquired and renamed by
the Chemical Lime Co. on December 4, 1986. The wholly owned subsidiary,
Chemstar, in turn acquired Can-Am Corp. on December 23, 1986. Management of
the Douglas lime plant was assumed by Chemstar but it was not until September
1988 that the two companies fully merged. Chemstar's Douglas and Apex plants
produce and ship quicklime only, the Nelson plant produces and ships both
quicklime and hydrated lime, and the processing terminal at Industry receives
quicklime from the producing plants, some of which is reshipped locally and
some of which is converted to hydrated lime and shipped.

Dravo Lime Co. recently * * *; however this should not result in any major
changes at the plant. Dravo, along with Austin White Lime, Chemical Lime,
Redland Worth, and Texas Lime, produce both quicklime and hydrated lime. Magma
Copper produces quicklime for internal consumption only.

1/ A map of the Southwest region is attached in app. D.

2/ The Commission staff estimates that 8 percent of all lime produced within
the region is sold outside the region, and 10.5 percent of the lime consumed PI
the region is produced by U.S. producers outside the region.



U.S. Importers

According to the * * * and data received from responses to Commission
questionnaires, there were approximately 11 importers of lime from Mexico from
January 1986 to December 1988. Import data were received from the following
nine firms: * * * 1/ which imports hydrated lime is the exclusive distributor
for * * *; * * * ywhich imports both quicklime and hydrated lime from * * *;

* * *  ywhich indirectly owns *** percent of the Mexican producer * * * 6 and
imports quicklime; * * * 2/ which imported quicklime from * * *; * % % 3/
which imported hydrated lime from * * * its parent company in Mexico; * * *,
which imports hydrated lime from * * * for use at its * * *; * * * yhich
imported quicklime and continues to import hydrated lime from * * *; * * % 4/
which imported hydrated lime from * * *; and * * * which imports hydrated lime
from * * *,

The U.S. Market

Lime is consumed in every State in the United States. In 1987, leading
consuming States were Pennsylvania, Ohio, Indiana, Texas, and Michigan. These
five States accounted for about 45 percent of total consumption. Because of
the overall health of the U.S. industry, lime consumption increased by roughly
the same extent in all major end uses in 1988. Overall, lime remains tied to
the steel industry, which consumed *** percent of all lime produced in 1988.
Accordingly, lime consumption declined proportionally along with the decline in
steel production in recent years. In 1987, increased lime production was
driven by a modest recovery in the steel industry and the resolution of a 6-
month labor dispute at U.S. Steel Corp.

The use of lime in water purification and pulp and paper manufacturing
markets is growing rapidly. The current price of gold has led to a growing
need for lime in the western United States for use in gold extraction. A
dramatic increase in lime consumption could take place if certain clean air
legislation is passed. This legislation has not been reported out of
Committee. Flue gas desulfurization now constitutes 10 percent of the lime
market; 3/ this amount could increase substantially if legislation governing
the allowable sulfur content in coal is enacted. Lime and limestone are by far
the dominant scrubbing agents in flue gas desulfurization systems. In
addition, the U.S. Environmental Protection Agency has developed a process to
reduce the sulfur emissions from old coal-burning plants by as much as 50
percent by injecting hydrated lime above the flame zone in boilers to convert
sulfur dioxide to calcium sulfate.

The Southwest regional lime market parallels that of the entire nation;
less than 1 percent of all quicklime and hydrated lime is used in the
agricultural market, 25 percent is used in construction, and 75 percent is used
in the chemical and industrial market. However, Southwestern lime producers
are not tied to the fortunes of the steel industry as they are in most other
regional markets, but instead are tied to the fortunes o; the copper industry,

1/ * * %,

2/ * * %,
2 / % % 7
A / ok % .

5] Chemical Marketing Reporter, Feb.20, 1989, pp.35-36.



which consumes approximately 20 percent of all lime in the Southwest region.
The U.S. copper industry has rebounded sharply in the past two years, with its
demand for lime doubling between 1986 and 1987 from 335,000 short tons to
677,000 short tons, and * * * to *** short tons in 1988.

Data on apparent U.S. consumption of quicklime and hydrated lime were
compiled from official statistics of the U.S. Bureau of Mines and the
Department of Commerce, and responses to Commission questionnaires. These
data, presented in table 1, consist of reported shipments of U.S.-produced
quicklime and hydrated lime, imports, and U.S. intracompany consumption. From
1986 to 1988, apparent U.S. consumption of quicklime increased by *** percent,
rising from 12.1 million short tons to *** million short tons. Apparent U.S.
consumption of hydrated lime increased by *** percent during 1986-88, rising
from 2.0 million short tons to *** million short tons.

Data on apparent Southwest region consumption of quicklime and hydrated
lime (table 1) were compiled from data received in response to Commission
questionnaires. From 1986 to 1988, apparent Southwest region consumption of
quicklime increased by 29 percent, rising from 1.1 million short tons to 1.5
million short tons. Apparent Southwest region consumption of hydrated lime
decreased by 24 percent, falling from 650,000 short tons to 493,000 short tonms.

Total lime consumption in the entire United States increased from 14.1
million short tons in 1986 to *** million short tons in 1988, for an overall
increase of *** percent. Total lime consumption in the Southwest region
increased from 1.8 million short tons in 1986 and 1987, to 2.0 million short
tons in 1988, for an overall increase of 8 percent.

CHAPTER 2: THE U.S. INDUSTRY

The nationwide information in this section of the report is based on data
published by the U.S. Bureau of Mines and is considered to represent 100
percent of U.S. production. 1/ Data were received in response to Commission
questionnaires for all 11 plants of the 8 producers in the Southwest region:
APG, Austin White Lime, Chemstar, Chemical Lime, Dravo, Magma Copper, Redland
Worth, and Texas Lime.

U.S. Production, Capacity, and Capacity Utilization

As shown in table 2, the quicklime capacity for the entire United States
remained constant at 20 million short tons from 1986 to 1988. The hydrated
lime capacity for the entire United States is not available; however, it is
estimated to be less than 20 million short tons since not all quicklime
producers have capacity to produce hydrate. In the Southwest region, capacity
for quicklime and hydrated lime decreased by 4 percent and increased by
11 percent, respectively, from 1986 to 1988. Production of quicklime increased
by *** percent for the total United States and by 18 percent in the Southwest
from 1986 to 1988. Production of hydrated lime increased by *** percent for
the entire United States and decreased by 24 percent in the Southwest.
Capacity utilization for the entire country increased from 60 percent in 1986

1/ Final Bureau of Mines data for 1988 have not yet been published and are,
therefore, deleted from the public version of this report. Estimates of 1988
data released earlier by the Bureau of Mines are presented when appropriate.



Table 1
Quicklime and hydrated lime: U.S.-produced domestic shipments, U.S.

intracompany consumption, imports, and apparent U.S. and Southwest consumption,
1986-88

Item 1986 1987 1988

Quantity (1.000 short tons)

U.S.-produced domestic

shipments:
QUICKLIME v v v eeeeenn . 1/ 9,833 10,495 N
Hydrated lime 1/ 1.844 2.076 il
TOtALl v oo e eee e eeenens 11,677 © 12,571 o
U.S. intracompany consumption:
QUiCkIimMe +vvv v e e, 1/ 2,163 2,466 b
Hydrated 1ime «oovveeen... 1/ 99 70 i
e 2,258 2,536 b
U.S. imports:
Quicklime v v v v v i v i i v e e 145 171 170
Hydrated lime 57 44 66
Total v v v v i i i i i e 202 215 236
Apparent U.S. consumption:
QUICKIIME v v v ens 12,141 13,132 o
Hydrated lime 1.996 2.190 b
TOLAL oo v e e e eeeeeeeeens 14,137 15,322 A
Apparent SW consumption:
Quicklime .« oo v v v i v i e e 1,128 1,246 1,458
Hydrated lime . .40 v v v oo, 650 515 493
Total v e e v e e e e e e e 1.778 1.761 1.951
Value (1.000 dollars)
U.S.-produced domestic
shipments:
QUICkIIMe + v v ve e e 1/ 476,901 499,877 i
Hydrated lime .. ouvvvvnn.. 1/ 138.208 131.203 i
TOtAl v v veee e eeneenns 615,109 631,080 o
U.S. intracompany consumption:
QUICKIIME & v vt et eenenn 2/ 2/ e
Hydrated lime . .. ov v v wv.n 2/ 2/ i
Total v v i i et i e et 2/ 2/ b
U.S. imports:
Quicklime . v v v v i v i i v e 8,448 8,751 9,194
Hydrated lime 4.129 3.451 4 .857
Total @i v i it it e e e 12,577 12,205 14,051
Apparent U.S. consumption:
Quicklime ..o v v v iiiee e 2/ 2/ b
Hydrated lime ... ....0.... 2/ 2/ i
Total v v i i e e e e e 2/ 2/ bR
Apparent SW consumption:
Quicklime ......cvvivne.o... 51,204 58,167 69,479
Hydrated lime . .. oo v o eu... 36.551 28.229 25.805
Total v v i i et i e et 87,755 86,396 95,284
1/ Estimated. 2/ Not available. 9

Source: Compiled from official statistics of the U.S. Bureau of Mines as
adjusted and the Department of Commerce, and from data submitted in response to
questionnaires of the U.S. International Trade Commission.
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Table 2
Quicklime and hydrated lime: U.S. production, average practical capacity, and
capacity utilization, 1986-88

Item 1986 1987 1988

Quantity (1.000 short tons)

Production total U.S.:

QUICKLIME v vvvveeeeeen s 12,020 13,000 i
Hydrated 1ime . uusvsouon... 1,972 2.182 o
TOtal v e eeeeeeeieenns 13,992 15,182 o
Production Southwest region:
Quicklime .. ... ... 1,282 1,295 1,508
Hydrated lime . . ..o oo o u. .. 624 502 474
Total vttt et e e e e e e 1,906 1,797 1,982
Average capacity total U.S.:
Quicklime ... ...... oo 1/ 20,000 1/ 20,000 1/ 20,000
Hydrated lime . ... ..o .. 2/ 2/ 2/
e o= 2/ 2/ 2/
Average capacity Southwest region:
Quicklime ... ... .. 2,206 2,113 2,109
Hydrated lime ., .. ......... 804 858 889
Total & .v v v e s e e e e e 3.010 2.971 2.998

Percent of total

Ratio of production to capacity:

Total U.S.: Sk
Quicklime ............... 60 65 .
Hydrated lime .. ... oo n .. 2 2/

Total v v v it ie e e enn. 2/ 2/ R

Southwest region:

Quicklime ... ... 58 61 12
Hydrated lime ... 0.0 oo, .. 78 59 53
Total v v v i i e i e .. 63 60 66

1/ Estimated by the National Lime Association.
2/ Not available.

Source: Total country data compiled from data published by the U.S.
Bureau of Mines. Southwest region data compiled from data submitted in
response to questionnaires of the U.S. International Trade Commission.

to *** percent in 1988 for quicklime. Capacity utilizat,,ion in the Southwest
increased from 58 percent in 1986 to 72 percent in 1988 for quicklime but
decreased from 78 percent in 1986 to 53 percent in 1988 for hydrated lime.

U.S. Producers' Captive Consumption, Domestic Shipments, and Exports 10

Captive consumption of quicklime in the United States decreased from
roughly 2.2 million short tons in 1986 to *** million short tons in 1988, or by
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*** percent (table 3). In the Southwest region, captive consumption increased
80 percent from 35,000 short tons in 1986 to 63,000 short tons in 1987, but
fell by 38 percent in 1988 to 39,000 short tons. There was no captive
consumption of hydrated lime in the Southwest region during the period studied.
Captive consumption of hydrated lime increased *** percent in the entire United
States from 1986 to 1988.

Total U.S. domestic shipments of quicklime increased from 9.8 million
short tons in 1986 to 10.5 million short tons in 1987, and increased further to
*** million short tons in 1988, for an overall increase of *** percent. In the
Southwest region, domestic shipments of quicklime increased from 1.1 million
short tons in 1986 to 1.4 million short tons in 1988, or by 29 percent.

Domestic shipments of hydrated lime in the entire United States increased from
1.8 million short tons in 1986 to 2.1 million short tons in 1987, and then

* ¥ * in 1988 for an overall increase of *** percent. In the Southwest region,
domestic shipments of hydrated lime decreased from 646,000 short tons in 1986

to 502,000 short tons in 1987, and fell further to 481,000 short tons in 1988,
for an overall decrease of 26 percent.

The average unit value of domestic shipments of quicklime and hydrated
lime sold in the entire United States decreased by *** percent and *** percent,
respectively, from 1986 to 1988. In the Southwest region the average unit
value of quicklime increased by 6 percent during 1986-88. The reverse occurred
for hydrated lime in the Southwest region, where it decreased 9 percent in unit
value.

U.S. exports of both quicklime and hydrated lime increased from 1986 to
1988. Exports of quicklime increased more than * * * to *** short tons, and
exports of hydrated lime remained essentially constant during the period. A
majority of the quicklime exported was destined for Canada, whereas a majority
of hydrated lime was exported to countries other than Canada.

U.S. Producers' Inventories

Producer's end-of-period inventories of quicklime in the Southwest region
increased from 33,000 short tons in 1986 to 40,000 short tons in 1987, and
further increased to 54,000 short tons in 1988. This was an overall increase
of 64 percent. Producer inventories of hydrated lime in the Southwest region
rose from 10,000 short tons in 1986 to 13,000 short tons in 1987, and 14,000
short tons in 1988, an overall increase of 40 percent. There are insufficient
data available to report producer inventories for the entire country. In
general, low inventories are maintained because of the short storage life of
the products, especially quicklime.

Employment

The number of workers employed nationally in the production of quicklime
and hydrated lime remained constant at 5,400 during 1986-88. In the Southwest
region, the number of workers employed increased by 8 percent from 1986 to 1988
(table 4). The number of hours worked by those workers increased by 8 percent,
hourly wages increased by 5 percent, and total hourly compensation increased by
11 percent. Productivity increased by 19 percent and unit labor costs 11
decreased by 7 percent.
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Table 3
uicklime and hydrated lime: U.S. producers' intracompany consumption,
omestic shipments, and exports, 1986-88

Item and region 1986 1987 1988
— Ouantity (1,000 short tons)

Intracomgagy consumption:

Total *dk
uicklime ................ 1./ 2 163 2,466 k%
Total . .o.vooeeennennn. il ,2n 2,532 *rk
Southwest region: k%
uicklime .. .............. 35 63 *kk
ydrated lime ............. 1 p e
Total .................. 35 6
Domestic shipments:
Total U.S.: P
Quicklime ................ 1/ 9,833 10,495 ok
Total .................. 1/ m,671 10171T i
Southwest region:
Quicklime .. .............. 1,%%% 1,140 1,400
Total .................. 1,729 1,92i 1,811
Exports total U.S.: *hk
Qulckllme e e e e et é 39 o e e
Jotal L 57 3!
Exports Southwest region:
P uicklime .. . 0 0 .
Hydrated lime ............. Q Q ——r
Total .................. 0 0
— Value (1.000 dollars)
Intracompany consumption:
Total 8.8?: P
uicklime =~ LL...... bl
ydrated lime ............. . lalad
Total .. .....ovvvvvnnnnn 18, .. ... .. il *EE
Southwest region:
uicklime 1,03 1,82 *kk
ydrated lime
Total
Domestic shipments:
Total U.S.:
Quicklime . ...............
Hydrated lime .............
Total .
Southwest region:
Quicklime
Hydrated lime ............. .
Total , , ,
Exports total U.S.e *kk
Quicklime ................ sk
Hydrated lime ............. *kk
Total . t........ t
Exports Southwest region: -
Quicklime 0 Q
Hydrated lime
Total

Domestic shipments:

Total U.S. .
uicklime ..., $48.50. .. .. $47.63 Srrx
ydrated lime . ..... 74.95...... 63.20 ok

Total PP 52.68...... 50.20
Southwest region:
Quicklime = ..., 45.80...... 48.24 48.32
Hydrated lime = ...... 56.05...... 54.31 51.08
Total ..., 49.63..... 50.10 49.03
1/ Estimated. 2j Not available.
Source: Total country data compiled from data published by the U.S. 12

Bureau of Mines. Southwest region data compiled from data submitted in
response to questionnaires of the U.S. International Trade Commission.
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Table 4

Average number of production and related workers producing quicklime and
hydrated lime in the Southwest region, hours worked by such workers, output per
hour worked, hourly wages and total hourly compensation paid to production and
related workers, and unit labor costs of such production, 1986-88

Item 1986 1987 1988

Number of production and related
workers producing hydrated lime and
quicklime ... ..ttt 373 341 403

Hours worked by production and
related workers producing hydrated
lime and quicklime (thousands) ....... 735 624 796

Output of hydrated lime and quicklime per
hour worked (short tons) ............ 1.859 2.095 2.210

Hourly wages paid to production
and related workers producing
hydrated lime and quicklime $9.47 $9.96 $9.95

Total hourly compensation paid to
production and related workers
producing hydrated lime and
quicklime ...ttt $11.55 $12.30 $12.79

Unit labor costs of producing hydrated
lime and quicklime (per short ton) 1/ .. $6.21 $5.87 $5.79

1/ Data computed using only companies providing information on both production
and total compensation.

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

Financial Experience of U.S. Producers

Nine U.S. producers, 1/ accounting for 33 and 18 percent of reported
production of quicklime and hydrated lime, respectively, in 1988, supplied
income-and-loss data on their overall establishment operations and on their
operations involving quicklime and/or hydrated lime.

For the Southwest region, *** 2/ and *** 3/ plants, respectively,
accounting for 55 and 51 percent of reported production of quicklime and

1/ These firms are * * *,
2/ The six plants are the * * *,
2/ The four plants are the * * *,

13
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hydrated lime in the Southwest region in 1988, provided income-and-loss
data. 1/

Overall establishment operations

Income-and-loss data for U.S. producers' establishments within which
quicklime and/or hydrated lime are produced are presented in table 5. Overall
establishment net sales increased by 12 percent from $247.8 million in 1986 to
$277.3 million in 1988. During the same period, operating income rose much
faster, from $23.6 million, or 9.5 percent of net sales, to $43.5 million, or
15.7 percent of net sales. Quicklime net sales accounted for 71 percent of
overall establishment sales in 1986, increasing to 76 percent in 1988, whereas
hydrated lime accounted for 14 percent in 1986, declining to 11 percent in
1988.

Quicklime operations of the total U.S. operations

Income-and-loss data for the nine U.S. producers' quicklime operations are
shown in table 6. These firms' net sales of quicklime increased by 20 percent
from $176.6 million in 1986 to $211.5 million in 1988; their aggregate
operating income jumped from $13.9 million, or 7.9 percent of net sales, in
1986 to $32.8 million, or 15.5 percent of net sales, in 1988. This substantial
increase in operating income seems to be the result of a slight increase in
average selling price and a reduction in costs of production, mainly by three
large firms--* * *, * * * and * * *--which accounted for about *** percent of
reported 1988 net sales. Pre-tax net income margins followed a similar trend
to that of operating income margins during the period covered by the
investigation.

Quicklime operations of the Southwest region operations

Income-and-loss data for the * * * reporting plants in the region on their
quicklime operations are presented in table 7. Total net sales of quicklime by
these plants increased by *** percent from $*** million in 1986 to $*** million
in 1988. Their operating income declined by *** percent from $*** million in
1986 to $*** million in 1987, but then * * * to $*** million in 1988. During
the same period, their operating income margin * * * from *** percent to ***
percent and then * * * to *** percent. The average sale price per short ton of
quicklime decreased from $*** in 1986 to $*** in 1987, and then rose to $*** in
1988; cost of goods sold declined from $*** per short ton in 1986 to $*** in
1988, which resulted in an increase in operating income in 1988. Pre-tax net
income margins showed a trend similar to that of operating income margins
during 1986-88.

* * % which accounted for *** percent of 1988 reported net sales,
sustained operating and net losses throughout the period covered by the
investigation. * * *, which accounted for about *** percent of 1988 reported
net sales, suffered net losses in 1987 and 1988. In 1986, * * * reported an

14
1/ The largest producer in the Southwest region, Chemstar, was visited for
verification. No material discrepancies were found in its reported data.
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Table 5

Income-and-loss experience of U.S. producers on the overall operations of
their establishments within which quicklime and hydrated lime are produced,
accounting years 1986-88 11

_Ltem 1986 1987 1988
Value (1.000 dollars)

Net sales ................ 247,822 255,885 277,311
Cost of goods sold........ 202.226 207.359 212.961
Gross profit .............. 45,596 48,526 64,350
General, selling, and

administrative expenses .. 21.974 18.709 20.865
Operating income .......... 23,622 29,817 43,485
Interest expense .......... 6,840 xk xk
Other income, net ......... 1,347 okl okl
Net income before income

taxes .......... . L. 18,129 23,710 37,890
Depreciation and amorti-

zation included above ... 17,281 16,839 16.778
Cash-flow 2/ .. ... ... .. 35.410 40.549 54.668

Share of net sales (percent)

Cost of goods sold........ 81.6 81.0 76.8
Gross profit ............. 18.4 19.0 23.2
General, selling, and

administrative expenses .. 8.9 7.3 7.5
Operating income ......... 9.5 11.7 15.7
Net income before income

taxes . ......... ... ... 7.3 9.3 13.7

Number of firms reporting

Operating losses .......... 2 2 1
Net losses ............... 2 3
Data . ....coiiiiiiiiii. 9 9 9

1/ These firms are * * *,

2/ Cash-flow is defined as net income or loss plus depreciation and
amortization.

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

operating loss * * * which accounted for *** percent of total net sales in
1986.

Chemstar anticipates that revocation of the outstanding countervailing
duty order on lime from Mexico will have a major impact on its Douglas plant ‘a
quicklime operations, and a much less significant impact on the hydrate and
quicklime operations of the Nelson plant. The Douglas plant is located in
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Table 6

Income-and-loss experience of U.S. producers on their operations producing
quicklime, accounting years 1986-88 1/

ltem 1986 1987 1988
Value (1.000 dollars)

Net sales ................ 176,646 190,487 21,543
Cost of goods sold........ 147 336 155,831 103.339
Gross profit .............. 29,310 34,656 48,204
General, selling, and

administrative expenses .. 15.364 13,316 15.433
Operating income .......... 13,946 21,340 32,771
Interest expense .......... xk bl o
Other income, net......... ool ol
Net income before income

taxes . ..... ... . L. 9,942 16,993 28,643
Depreciation and amorti- kk Skk

zation included above .... 10.232 s -
Cash-flow 2/ .............. 20,174

Share of net sales (percent)

Cost of goods sold........ 83.4 81.8 77.2
Gross profit ............. 16.6 18.2 22.8
General, selling, and

administrative expenses .. 8.7 7.0 7.3
Operating income ......... 7.9 11.2 15.5
Net income before income

taxes ...... ... .. L L. 5.6 8.9 13.5

Number of firms reporting

Operating losses .......... 2 2 2
Net losses ............... 2 3 3
Data.......... ... ... ..., 9 9 9

1/ These firms are * * *,

2/ Cash-flow is defined as net income or (loss) plus depreciation and
amortization.

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

Douglas, AZ, on the border with Mexico, and is situated near the Bomintzha
plant (previously Sonocal). Chemstar estimates that revocation of the
countervailing duty order would result in a first-year sales loss of *** tons
(about *** percent) of quicklime for the Douglas plant, and a drop in market
price of $*** (about *** percent) for sales in Arizona and New Mexico (see the
section of this report entitled "Impact of imports on capital and investmpnt").
Using these estimates, and Chemstar's budgeted (for 1989) breakdown of the
Douglas plant's production costs into variable and fixed costs, it is possible
to estimate the effects of such changes in sales volume and prices on the
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Table 7
Income-and-loss experience of U.S. producers on their operations producing
quicklime in the Southwest region, accounting years 1986-88 1/

Item 1986 1987 1988

Value (1.000 dollars)

*kkok kokok *kk
Net sales ¢ v vveeieeeennn. ek . ek
Cost of goods sold.......
: KKK XXX KKK
Gross profit ............
Genergl{ sell}ng, and Tk f ek ek
administrative expenses .
Operating income o o o
Iiterest eXPENSe .. ot e ok
: pense ......... Tk ek Sk
Other income, net ........
Net income before income
skokok X % X *kk
LAXeS v vttt i it e e
Depreciation and amorti-
. . kkk X X X kokok
zation included above ... . i -
Cash-flow 2/ v oo viiie ..

Share of net sales (percent)

skoksk *kk skskk
Cost of goods sold ....... e
: skkk *kk
Gross profit ............
General, sellin and
o - skofok skofok *kk
administrative expenses ..
. - koksk koksk *kk
Operating 1nCoOmMe . ...... ..
Net income before income ek Sk f vk
LAXES v it it e e e et
Number of plants reporting
Operating losses ot ok i
Np l g """"" *kk *k%k *kk
et losses .. i i i i i el Sk Sk e
Data v v v i i it e e e e e

1/ These are * * *,
2/ Cash-flow is defined as net income or (loss) plus depreciation and
amortization.

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

plant's profitability. These estimates are shown as "scenario 1" in the
tabulation on the following page for the 1989 budgeted data, and in table 8 for
1988 actual data. For comparison, information is also presented using a less
drastic drop in price (scenario 2). For this exercise, an average price of
$*** per ton was used, reflecting information from the importer that $***
approximately what the current selling price would be in the absence of the
countervailing duty. 1/
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1989 Alternative Alternative

Item budget scenario 1 scenario 2
Quantity of sales (1,000 short tons) *kk otk otk
Average price (per short ton) ..... *E* ok ok
Average production cost (per short

BON) & oottt s o ok
A fit 1
vz;zgi gg:fs profit or (loss) (per crx ek ek
Average operating income or (loss) x ek

(per short ton) ................ *xx
Net sales (1,000 dollars) ......... *kk *kk *hx
Cost of goods sold (1,000 dollars) . *** *k* *Ex
Gross profit or (loss)

(1,000 dollars) ................ *xk *xk il
General, selling, and administrative

expenses (1,000 dollars) ...... a .. kxx *Ex *Ex
Operating income or (loss)

(1,000 dollars) ................ s e o
Gross profit or (loss) margin

(percent) .......... ... ... . ... .. *E* *Ex *Ex
Operating income or (loss) margin

(percent) ........ ... .. ... ..... *Ex *xk il

Hydrated lime operations of the total U.S. operations

Income-and-loss data provided by *** firms for their hydrated lime
operations are presented in table 9. Total net sales of hydrated lime by these
firms * * * by *** percent from $*** million in 1986 to $*** million in 1988.
The aggregate operating income * * * from $*** million, or *** percent of net
sales, in 1986 to $*** million, or *** percent of net sales, in 1987. Such
operating income * * * to $*** million, or *** percent of net sales, in 1988.
Pre-tax net income margins followed a similar trend to that of operating income
margins during 1986-88. Income-and-loss data for quicklime and hydrated lime
combined are presented in table 10.

Hydrated lime operations of the Southwest region operations

Income-and-loss data for the *** reporting plants on their operations
producing hydrated lime are shown in table 11. Total net sales of hydrated
lime by these plants * * * by *** percent from $*** million in 1986 to $***
million in 1987, and then * * * by *** percent to $*** million in 1988. ***
plants--* * *--yhich accounted for *** percent of total net sales in 1988,
reported * * * in their sales whereas the * * * plants reported an * * *,
Aggregate operating income * * * (by *** percent) from $*** million in 1986 to
$x*x*x in 1987, and then * * * to $*** million in 1988. Wring the same period,
operating income margins * * * from *** percent to *** percent, before * * * to
*** percent. Pre-tax net income margins showed a trend similar to that of
operating income margins during 1986-88. Income-and-loss data for quicklime
and hydrated lime combined are presented in table 12. 18
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Table 8

The relative impact of a drop in sales and decline in the average price per
short ton on actual 1988 data for the Douglas plant and for the total quicklime
operations of Chemstar

1988
actual Alternative Alternative
Item data scenario 1 ~ scenario 2
Douglas plant:
k%%
Quantity of sales (1,000 short tons) o iii
. skoksk skoksk
Average price (per short ton) .....
Avizjfe production cost (per short s Sk o
Average gross profit or (loss) (per ek Sk ek
short ton) .....................
Average operating income or (loss) ek
(per short ton) ................ ok ok
*k% *k%x
Net sales (1,000 dollars) ......... iii Tk -
Cost of goods sold (1,000 dollars) - ek Sk
Gross profit (loss) (1,000 dollars)
General, selling, and administrative Sk Sk Sk
expenses (1,000 dollars) ........
Operating income or (loss) ek ek Sk
(1,000 dollars) ........c.covvu... N ok ok
Gross profit(loss) margin (percent) ok
Operating income or (loss) margin kk . Sk

(percent) .......... ... ... .. ...,

| ck1; i f Chemstar:

. *kk *kk k%%
Quantity of sales (1,000 short tons) - Sk
Average price (per short ton) ..... o
Average production cost (per short Sk Sk ok

ton) ... e
Average gross profit or (loss) (per Tk Tk ok
short ton) .......... ... .........
Average operating income or (loss) Tk Sk
(per short ton) ................ ok
Net sales (1,000 dollars) ......... *Ex *ak xk
Cost of goods sold (1,000 dollars) . *E* xx xk
Gross profit(loss) (1,000 dollars) . *E* *E* el
General, selling, and administrative
expenses (1,000 dollars) ........ *x* *xx ok
Operating income (loss) (1,000 dollars) *k ok *x* *k*
Gross profit(loss) margin. (percent) ok *kk *E*
Operating income or (loss) margin
(percent) . .........iiiiinn... *E* *Ex *E*

Source: Compiled from data submitted in response to questionnaires of thWU.S.
International Trade Commission.
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Table 9
Income-and-loss experience of U.S. producers on their operations producing
hydrated lime, accounting years 1986-88 1/

dtem 1986 1987 1988
Value (1,000 dollars)

Net sales ................ 35,326 31,383 29,819
Cost of goods sold..... 28,856 27.242 24.440
Gross profit.............. 6,470 4,141 5,379
General, selling, and

administrative expenses .. 3.324 2.954 2.871
Operating income .......... 3,146 1,187 2,508
Interest expense .......... ak xk ok
Other income, net......... ol ol ol
Net income before income

taxes . ... ... oo, 2,513 215 1,678
Depreciation and amorti-

zation included above.... 1,552 o ekl
Cash-flow 2/ . ovvvvunnn. 4,065 i ol

Share of net sales (percent)

Cost of goods sold........ 81.7 86.8 82.0
Gross profit ............. 18.3 13.2 18.0
General, selling, and

administrative expenses .. 9.4 9.4 9.6
Operating income ......... 8.9 3.8 8.4
Net income before income

taxes . ....... .. ... ..., 7.1 0.7 5.6

Number of firms reporting

Operating losses .......... 1 2 1
Net losses ............... 1 2
Data .......... o 5 5 5

1/ These firms are * * *,
2/ Cash-flow is defined as net income or (loss) plus depreciation and
amortization.

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

Investment in productive facilities and return on assets

U.S. producers furnished data on the valuation of property, plant, and
equipment used to manufacture all products in their establishments and on that
used only in the production of quicklime and/or hydrated lime in their
Southwest region plants. These data are presented in table 13. To provide an
additional measure of profitability, the ratios of operating and pre-tax ria
income or loss to the book value of property, plant, and equipment (i.e.,
return on fixed assets) and to total assets employed in the production of all
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Table 10

Income-and-loss experience of U.S. producers on their operations producing
quicklime and hydrated lime, accounting years 1986-88 1/

Item 1986 1987 1988
Value (1.000 dollars)
Net sales ................ 211,972 221,870 241,362
Cost of goods sold........ 176.192 183.073 187.779
Gross profit .............. 35,780 38,797 53,583
General, selling, and
administrative expenses .. 18,688 16.270 18.304
Operating income .......... 17,092 22,527 35,279
Interest expense .......... xk ok bl
* % % * % % * %%

Other income, net .........

Net income before income
taxes .. ... e 12,455 17,208 30,321
Depreciation and amorti-

*k%x
zation included above .... ii: *ft
Cash-flow 2/ .............. T
Share of net sales (percent)
Cost of goods sold........ 83.1 82.5 77.8
Gross profit .............. 16.9 17.5 22.2
General, selling, and
administrative expenses .. 8.8 7.3 7.6
Operating income .......... 8.1 10.2 14.6
Net income before income
taxes . ... ... L. 5.9 7.8 12.6
Number of firms reporting
Operating losses .......... 1 2 2
Net losses ............... 2 2 2
Data............ 9 9 9

1/ These firms are * * *,
2/ Cash-flow is defined as net income or (loss) plus depreciation and
amortization.

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

establishment products and in the production of quicklime and hydrated lime are
also shown in table 13. Chemstar reported * * *,

Capital expenditures

U.S. firms provided data relating to their capital expenditures in 21
connection with all products produced in their establishments and, separately,
for quicklime and hydrated lime produced in their Southwest region plants.
These data are shown in table 14.
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Table 11
Income-and-loss experience of U.S. producers on their operations producing
hydrated lime in the Southwest region, accounting years 1986-88 1/

_Item 1986 1987 1988
Value (1.000 dollars)

*kk *k% *kk

Net sales .................. Sk Sk Sk

Cost of goods sold.........

. NANN NANN NN
Gross profit ...............
General, sellin and
. . 109, $oxk Kkk $okok
administrative expenses ..
R R EFFS SRk SRR
Operating income ...........
Interest expense ok o ok
: pense ........... Sk Sk Skk
Other income, net ..........
Net income before income
skokk skoksk koksk
taxes ...... .o i,
Depreciation and amorti- rx
. . * % % * % %
zation included above .... S *** ***
Cash-flow 2/ ...............
Share of net sales (percent)
kekok skoksk *kk
Cost of goods sold......... Sk Sk
. skoksk
Gross profit ...............
Generél{ sell}ng, and Sk o ek
administrative expenses ..
. . kkk *kk keksk
Operating income ...........
Net income before income Tk - Sk
taxes ...... ... i i,
Number of plants reporting
. skoksk skokok kokk
Operating losses ...........
skoksk *kk skokok
Net losses .................
koksk keksk *k*k

1/ These are * * *,
2/ Cash-flow is defined as net income or (loss) plus depreciation and
amortization.

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

Research and development

* * * js the only producer that supplied data concerning its research and
development expenses incurred for all products of its establishments and
for quicklime and hydrated lime in * * * These data are presented in the
tabulation on the bottom of page 23 (in thousands of dollars):

22



Table 12

Income-and-loss experience of U.S. producers on their operations producing

quicklime and hydrated lime in the Southwest region, accounting years

1986-88 1/
Item 1986 1987 1988
Value (1.000 dollars)
sksksk *kk *kk
Net sales ................ o ok ook
Cost of goods sold........
. RAN L KKK
Gross profit ..............
Gener;lf sell}ng, and - . ek
administrative expenses ..

i . KOKK KKK ESE
Operating income .......... e ook Sk
Intere§t expense .......... S Sk ek
Other income, net .........

Net income before income
skokok X % X skokok
taxes . ... ... L.
Depreciation and amorti-
. . *xok X % X Kokok
zation included above ... - N -
Cash-flow 2/ ... ... .....
Share of net sales (percent)
kokk koksk koksk
Cost of goods sold........ Sk Sk
. skokok
Gross profit ..............
neral 1lin n
Gene at, se..ing, a d kkk koK kokok
administrative expenses .. sk
. . skokok skoksk
Operating income ..........
Net income before income kk - . % %
taxes . ... ... L.
Number of plants reporting
erating losses o ok i
Op g losses .......... . . Sk
Net losses ...............
*kk *kksk *oksk

1l These are * * *,

2/ Cash-flow is defined as net income or (loss) plus depreciation and

amortization.

Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

ltem 1986 1987 1088
All products of establish-
ments .........coeiennn.. *xk otk -
Quicklime ................. kk ok %% 93
* %% *k%k k%

Hydrated lime .............
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Table 13
Quicklime and hydrated lime: Value of property, plant, and equipment
of U.S. producers in the Southwest region, accounting years 1986-88 1/

(In thousands of dollars)

Item 1986 1987 1988

Value (1.000 dollars)

All products of establish-
ments:
Fixed assets:

Oriqinal t sokok koksk kK
riginal cost........... Sk Stk e
Book value .............. o Stk ok
Total assets 2/ ...........
Quicklime:
Fixed assets:
Original cost o o e
........... o Sk ok

Book value .............. ok o ok
Total assets 2/ ........
Hydrated lime:
F1xe§ gssets: ok otk Sk
Original cost........... Sk
skoksk skokok
Book value .............. ok o ook
Total assets 3/ ...........

Return on book value of

fixed assets (percent) 4/

All products of establish-
ments:

. skokok *kk *okok
Operating return V....... o ok o
Net return V.............

uicklime:

° erating return 5/ ok e ok
Op g return 5/ ....... *kk *k% Fkk
Net return 6/ .............

Hydrated lime:

Y . skokk *kk skoksk
Operating return 5/ ....... Sk . Sk

Net return 6/ .............

All products of establish-
ments:

Operating return 5/ ....... iii ok ok
Net return V............. o o
Quicklime:

. sfokok skokok okok
Operating return V....... Sk ek -
Net return 6/ .............

Hydrated lime: Skk ek Tk
Operating return 5/ .......
Net return 6/ ............. o otk o

1/ These firms are * * *,

/ Defined as book value of fixed assets plus current and noncurrent assets.

V Total establishment assets are apportioned, b{ firm, to product groups on
the basis of the ratio of the respective book values of fixed assets.
A/ Computed using data from only those firms supplying both asset and profit-
and-loss information, and as such, may not be derivable from data presentees.
V Defined as operating income or loss divided by asset value.

/ Defined as net income or loss divided by assét value.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table 14
Quicklime and hydrated lime: Capital expenditures by U.S. producers in the
Southwest region, accounting years 1986-88 1/

(In thousands of dollars)

Ltem 1986 1987 1988
All products of establish-
ments:
Land and land improve- o <% % sk
ments ................
Building and leasehold
. ook X X X skoksk
improvements ..........
Macblnery, equipment, and ek . % % ok
fixtures .............. — — e
Total ...............
Quicklime:
Land and land improve- ook . % % sk
ments ................
Building and leasehold
. Hokok X X X $okok
improvements ..........
Macplnery, equipment, and - ‘% x ook
fixtures .............. - — -
Total ...............
Hydrated lime:
Land and land improve- . . % % ek
ments ................
Bu%ldlng and leasehold Sk . ook
improvements ..........
Macplnery, equipment, and Sk . % % ook
fixtures .............. — T —
Total ...............

1/ These firms are * * *,

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

Impact of imports on capital and investment

Eight responding firms stated no actual negative effects on their
growth, investment, ability to raise capital, or existing development and
production efforts as a result of imports of quicklime and/or hydrated lime
from Mexico during the period of investigation. * * *'s response to its actual
negative impact of such imports is quoted in the following paragraph:

25
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* * * firms do not anticipate any negative effects of imports from Mexico,
and four other firms' description of anticipated impact of imports from Mexico
on quicklime and/or hydrated lime operations are quoted below: 1/

X ok ook Mk ok ok M

* ok ok __"Wxk ok kW

kokok __Tkox ok M

kokook Mk ok ok,
* * X X X * X
* X X * * X X
X * X * X * *
X * X * X X *
* * * * * * *N"

CHAPTER 3: THE FOREIGN INDUSTRY AND U.S. IMPORTS
The Mexican Industry 2/
Production

In Mexico there are approximately 130 plants that produce lime
throughout all States. A majority of production is concentrated in six States:
Hidalgo, Jalisco, Mexico, Morelos, Puebla, and Veracruz, all located within the
central region of the country. The 65 plants located in these States account
for 58 percent of all quicklime production and 55 percent of all hydrated lime
production. A large number of cement and concrete companies are also involved
in lime production in Mexico. The vast majority of Mexican lime plants are
small and often use antiquated equipment. Only 15 plants can be classified as
modern, and they alone account for roughly one-half of Mexico's lime
production. Official statistics do not cover cottage industry producers of
lime that belong to the informal sector. The informal sector consists of
agricultural communes where small backyard furnaces produce quicklime from
limestone taken off communal lands. This lime is then taken to where homes are
being built and often bartered for other goods.

1/ A majority of lime producers in the United States demonstrated little
interest in the issue of revocation of the outstanding countervailing duty
order on lime from Mexico because they felt they would be, unaffected. This is
largely because of the small distances that the Mexican lime is shipped within
the United States. However, U.S. lime producers within the Southwest region
were very concerned with the possible revocation. The Southwest producers
stated that resulting increases in Mexican lime would depress prices, thus
forcing them to abandon the Southwest market and compete in more northern U.S.
markets. 26

2/ Information collected by American Embassy Mexico City and by counsel.



27

Government regulation of Mexican lime producers is under the auspices of
the non metallic Mexican Minerals Trust, the Fideicomiso de Minerales Non-
Metallicos de Mexico (FMNMM). The FMNMM, part of the Secretary of Energy,
Mines and Parastatals, was created in 1974 to promote exploration,
exploitation, and use of nonmetallic minerals in Mexico. According to the
FMNIIM, there are 7,321 workers and 1,582 employees in Mexico's lime industry.

The National Association of Lime Fabricators, ANFACAL (Associacion
Nacional de Fabricantes de Cal), has 71 members and represents 54 percent of
Mexico's lime producers. ANFACAL has 28 members with capacity up to 30,000
tons per year, 16 plants with capacity between 31,000 and 60,000 tons per year,
6 plants with capacity between 61,000 and 100,000 tons per year, and 7 plants
with capacity more than 100,000 tons per year. In the entire country, plants
that produce quicklime are operating at 69 percent capacity, and those
producing hydrated lime are operating at 77 percent capacity.

Mexican lime production in 1988 is estimated at 6.6 million short tons,
down 4 percent from 6.9 million short tons in 1987. Consumption in Mexico
decreased 3 percent from 6.8 million short tons in 1987 to 6.6 million short
tons in 1988. The construction industry consumes 81 percent of all Mexican
lime, the steel and iron industries consume 8 percent, the sugar and tortilla
industries consume 2 percent, and the remaining 9 percent is consumed by
various other industries. Mexico's production, imports, exports, and
consumption of lime are shown in the following tabulation (in thousands of
short tons):

Year Production Imports Exports Consumption
1986 - - - 6,662 1 16 6,647
1987 - - - 6,889 2 54 6,838
1988 - - - 6,614 10 25 6,599

Mexican exporters and exports of lime from Mexico

Almost all of the lime exported from Mexico is shipped to the United
States, with small quantities going to Central America. The only firms in
Mexico for which the Commission has received reliable data are Bomintzha
(Sonocal) and Refractarios Basicos, SA (Rebasa).

Sonocal S.A. de C.V. was established in 1977 by FMNMM for the production
of quicklime and hydrated lime. It was sold in 1986 under the Government of
Mexico's privatization program to a cooperative of lime producers in Hidalgo
and renamed Bomintzha. In early 1989 Bomintzha was sold to another group of
private investors headed by Conomara, S.A.

In 1984, as a result of the countervailing duty investigation, Sonocal
was assessed a CVD deposit rate of 55.89 percent and all, other Mexican lime
producers not excluded from the scope of the CVD were assessed a 1.21 percent
deposit rate. Following the issuance of the CVD order, Sonocal effectively
ceased exporting to the United States and subsequently made only a limited 2,
number of small shipments. After the purchase of Sonocal, Bomintzha began
exporting to the United States in January 1987. As a new company, Bomintzha
was assessed the "all other" deposit rate of 1.21 until April 1987, at which
time Commerce instructed Customs to assess the 55.89 deposit rate pending
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determination of whether Bomintzha's exports were entitled to the "all other"
rate. Rebasa is assessed the 1.21 CVD rate.

Bomintzha uses limestone from deposits at Naco in Sonora. In the case
of hydrated lime, Bomintzha is located nearer the Southern Arizona and New
Mexico markets than any U.S. producer. The closest U.S. producer of hydrated
lime is Chemstar's Nelson plant located in northern Arizona. However,
Sonocal's ability to produce in sufficient quantities both to meet domestic
supply commitments and to export is restricted by the current deteriorated
condition of its production facilities. This situation is the result of * * *,
caused in part by the 55.89 deposit rate and resultant loss of exports. 1/ It
is estimated that * * * would be necessary to repair the plant, but * * * could
prolong the process to several years. The closest point of entry for Rebasa's
exports is Eagle Pass, TX.

During 1987, Bomintzha accounted for approximately *** percent of total
Mexican exports to the United States of quicklime and hydrated lime. Table 15
provides data on Bomintzha's and Rebasa's quicklime and hydrated lime capacity,
production, home-market shipments, and exports for 1986-88. Bomintzha's
capacity utilization for quicklime * * * from *** percent in 1986 to ***
percent in 1987 and * * * in 1988 to *** percent. Bomintzha's exports of
quicklime * * * from *** short tons in 1986 to * * * short tons in 1987, * * *
to *** in 1988. Rebasa's exports of quicklime * * * in 1987 at *** short tons
and then * * * *%* percent in 1988 to *** short tons. The * * * in exports of
hydrated lime was not * * * From 1987 to 1988 Bomintzha's and Rebasa's
exports of hydrated lime * * * *** percent and *** percent, respectively.

There is a joint venture underway between * * * of the United States
and Grupo Ica of Mexico to exploit limestone deposits located at a beach in
Quintana Roo province with the intention of exporting lime by ship to the
United States and other nations.

U.S. Imports

Imports of quicklime and hydrated lime, as shown in table 16, were
compiled from data reported by the U.S. Department of Commerce and data
received in response to Commission questionnaires. Mexico accounted for
approximately 7 percent of all U.S. imports of quicklime in 1986, 25 percent in
1987, and 11 percent in 1988. Hydrated lime from Mexico represented 7 percent
of all imports in 1986, 30 percent in 1987, and 18 percent in 1988. Mexican
lime plants subject to the CVD rates accounted for *** percent of imported
Mexican quicklime in 1986, *** percent in 1987, and *** percent in 1988.
Mexican lime plants subject to the CVD rates accounted for *** percent of
imported Mexican hydrated lime in 1986, *** percent in 1987, and *** percent in
1988.

Market Penetration by Imports

As shown in table 17, the ratio of total imports of quicklime to tol221
U.S. consumption remained constant at 1 percent from 1986 to 1988. The ratio
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Table 15
Quicklime and hydrated lime: Bomintzha's and Rebasa's capacity,
production, home-market shipments, exports, and inventories 1986-88

Item 1986 1987 1988
Quantity (short tons)
CasagitX_of Bomintzha: 1/ 2/ e ok ok
uicklime ................... *kk *xx s,k
Hydrated lime ............... e e e
Total .......... ...,

Production of Bomintzha: 2/ Stk sedese .
Quicklime ................... *%k k% Kk
Hydrated lime ............... A Sk e

Total ........iiinun... A4

Share of--Percent

Carcity utilization of Bomintzha:

uicklime * % % * k% * %%

O ok

ydratfd lime L.L.o... I:: ::: o
Tota

Quantity (short tons)

Home-market shipments of Bomintzha:

. . * %%
Quicklime ..., I:: ::: *kk
Hy%]o'.‘%gfd lime ..., *kk *k% * kK

H°3§E?if§ﬁ2 shipments of Rebasa: ok k% Kk

N B R R B *kk %% % * %%

Hy%g%:?d lime ... *kk *kk *kk
flfgigilE;eUnited States by Bomintzha: . . *kk
ydratfd lime L., ::: ::: :::

Total L.

Elg:j:.téilggeUnited Sates by Rebasa: *kk k% *k%k
L e e e e I *kk * %k %

yc%g%;:?d lime L.l T *kk

Insﬁggﬁfiﬁz of Bomintzha: * k% *kk * k%

PP *%k % * % % * k%
Hy%ﬁ%;fd lime L.l *kk *kk *kk

Production that was exported

by Bomintzha: 2J ko ok ok
Qulckllme ................... sk *kk * % %
Hydrated lime ............... —_— k% Kk Kk
Average .. ......ccuovveeunnnn
Bomintzha's exports to the
United States: 2/ *kk *kk wkk
Quicklime . .................. Kk K*kk k%
Hydrated lime ............... " Kk kkk
Average . ........oeieeinennn
7; * o+
LYAR SR
*ox
5/ % % %

Source: Compiled from data submitted to the Commission by counsel
for Bomintzha.
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Table 16
Quicklime and hydrated lime: U.S. imports from Mexico, Canada, and all other
countries, 1986-88

Source 1986 1987 1988
Quantity (1.000 short tons)
Quicklime:
MEXICO v et e ettt et eeeeeeeeeeens 10 43 19
Canada v v v v v it et e e e e e e e e 135 128 141
All other countries 1 1 10
Total imports .......eeeeeennn.. 145 171 170
Hydrated lime:
MEXICO v v e e et ettt ettt et 4 13 12
(072 o= - 53 31 54
All other SOUTCES v v v v v v v v v v e s .. 1/ 1 1
Total imports ....eieeieenenn.. 57 44 66
Total lime:
1S ¥ o1 Y 14 56 31
Canada @ v v vt e e e e e e e e e e 188 159 195
A1l other sources 1/ 1 10
Total imports 202 215 235
Value (1,000 dollars)
Quicklime:
MEXICO v v e v o e oo ettt seeseenenan 5601 1,344 651
(G114 =T = 7,876 7,365 8,105
All other sources 11 42 438
Total ImMPOrts v v v i i it et e e e 8,448 8,751 9,194
Hydrated lime:
MEXICO v o v e o e et e et eeeeeeeeeeenns 341 965 1,235
7= o T= Lo = 3,762 2,362 3,602
All other sources 26 127 20
Total imports .. .evevieee .. 4,129 3,454 4,857
Total lime:
S oo T 902 2,309 1,886
(075 oo = 11,639 9,727 11,706
All other sources . ... .o v e ewewen.. 38 169 458
Total imports .«.vvee i ... 12,579 12,205 14,050

1/ Less than 500 short tons.
Source: Canada and all other countries data compiled from official statistics

of the Department of Commerce. Mexico data compiled froM responses to
questionnaires of the U.S. International Trade Commission.

30



31

Table 17
Quicklime and hydrated lime: Apparent U.S. consumption and ratio of imports to
consumption, 1986-88

Apparent Ratio of imports to consumption
U.S. For For Total
Year consumption 1 Mexico Canada imports
1.000 short tons Percent
Quicklime:
1986 . ........ 12,141 2/ 1 1
1987 . ........ 13,132 2/ 1 1
1988 . ........ e 2j 1 1
Hydrated lime:
1986 . ........ 1,996 2/ 3 3
1987 . ........ 2,190 1 1 2
1988 ... ...... b 1 2 3
Total lime:
1986 ......... 14,137 2/ 1 1
1987 . ........ 15,322 21 1 1
1988 ......... e 2/ 1 1

Imports plus U.S. producers' domestic shipments and intracompany
consumption.
2/ Less than 0.5 percent.

Source: Compiled from official statistics of the U.S. Bureau of Mines and the
Department of Commerce, and responses to questionnaires of the U.S.
International Trade Commission.

of total imports of hydrated lime to total U.S. consumption decreased from 3
percent in 1986, to 1 percent in 1987, and rose to *** percent in 1988. The
ratios of imports from Mexico to the consumption of quicklime and hydrated lime
in the Southwest region was 1 and *** percent, respectively, in 1988 (table

18).

Importers' Inventories

* x k % % *x and * * * yere the only importers that reported end-of-
period inventories during the period of investigation. Their inventories of
quicklime imported from Mexico * * * from *** short tons in 1987 to *** short
tons in 1988. Their inventories of hydrated lime imported from Mexico * * *
from *** short tons in 1986 to *** short tons in 1987 and * * * to *** short
tons in 1988.

Prices

Prices for different types of lime in large part reflect their cost of
production. Hydrated lime is generally more expensive to produce than 31
quicklime because of the added production cost of reacting quicklime with
water. Dolomitic quicklime and dolomitic hydrate are more expensive to produce
than their high-calcium counterparts as they require a more expensive, high-
magnesium limestone as an input.
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Table 18
Quicklime and hydrated lime: Apparent Southwest consumption and ratio of
imports 11 to consumption, 1986-88

Apparent
Southwest Ratio of imports from Mexico
Year consumption 2 to Southwest consumption

1.000 short tons Percent

Quicklime:
1986 ..., 1,128......... 1
1987 ... 1,246......... 3
1988 ... 1,458......... 1
Hydrated lime:
1986 ... 650......... 1
1987 ... 515......... 3
1988 LL.... 493......... 2
Total lime:
1986 ..... 1,778, ........ 1
1987 ... 1,761......... 3
1988 ... 1,950, ........ 2

1/ All imports are from Mexico

2] Imports plus U.S. producers' domestic shipments and intracompany
consumption.

Source: Compiled from official statistics of the U.S. Bureau of Mines and
responses to questionnaires of the U.S. International Trade Commission.

There is no standard procedure by which U.S. lime-producing companies
provide pricing information. Some companies publish price lists and others do
not; 1/ some quote prices f.o.b. their plant, others quote them on a delivered
basis, and some will quote them on either basis. Most companies negotiate
prices with their major customers annually. For longer contracts, prices may
be linked to an economy-wide price index and to actual increases in labor and
energy costs. 2/ The quantity of lime required and the mode of shipment are
generally negotiated at the same time as prices. Additional items cited by
some companies as being included in a price quote were sales tax and fuel
surcharges.

Most U.S. producers reported that between 75 and 90 percent of their total
1988 sales were covered by legal contracts fixing prices and/or quantities for
multiple shipments. 2/ The standard minimum quantity requirement for a sale
was generally reported to be 22 to 25 tons. 4/ Most companies reported that
they would sell sub-minimum quantities, provided the purchaser paid the freight

Approximately one-half of the companies responding indicated that they
BBb%iih*price lists.

21 One company reported that only 20 percent of its sales were made under tlire
conditions.

A/ Equivalent to a truck load.
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charge for the standard required tonnage. Prices may be lower to customers
purchasing large volumes. The average lead time between an order and a date of
delivery was generally 2 days, although it ranged from 1 day to 10 days. 2/
All U.S. producers, importers, and purchasers reported that transportation
costs are an important factor in a purchasing decision. Average transportation
costs for lime, according to the distance the lime was shipped from the
producing plant, are shown in table 19.

Table 19
Lime: Average, lowest, and highest transportation costs for shipments

(Per short ton)

Average Lowest Highest
Distances transport cost = transport cost transport cost
0 to 100 miles ....... $10 $4 $15
100 to 200 miles..... 17 14 24
200 to 300 miles ..... 22 18 30
Over 300 miles ....... 25 20 36

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

Transportation costs also depend upon the mode of shipment. Shipment by
barge is the cheapest means of transport, followed by rail. Transport by truck
is the most expensive but the cost may be substantially reduced if a backhaul
is made. Transportation costs reportedly account for 10 to 40 percent of
delivered lime prices. 11

Purchasers generally will choose a supplier based on delivered price
rather than on the f.o.b. plant price. Thus, transportation costs and relative
locations of a particular plant and its competitors largely determine the
market area of any given plant and may affect the net f.o.b. price under
competitive conditions. Producers with freight advantages can economically
serve a larger market area or can charge higher f.o.b. prices than competitors
having higher transport costs. Slim profit margins may be taken on sales made
to customers on the outskirts of a market area and higher margins on customers
closer to a lime plant depending on the proximity of competing suppliers.
Purchasers having more than one potential supplier will generally pay lower
delivered prices than those that do not.

Data from public sources

Public price data are available from the Bureau of Mines, the Bureau of
Labor Statistics, and the Department of Commerce.

1/ One company reported that it would charge an additional $5 for shipment3
less than 15 tons, and would make no shipments less than 5 tons.

2/ Delivery by rail takes longer than delivery by truck.

2/ Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission. * * *,
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Average unit values of lime.-- Average values of lime reported by U.S.
producers are compiled on an annual basis by the U.S. Bureau of Mines (table
20) . These average values are provided for quicklime, hydrated lime, and all
lime, according to consuming sector, from 1984 to 1987. 1/ During this period,
the unit values of all lime remained relatively constant, reaching a peak of
$52.50 per ton in 1986 and a trough of $49.96 per ton in 1987. Average values
for quicklime ranged between $45 and $49, and for hydrated lime between $63 and
$75. These values both peaked in 1986.

Producer Price Index.-- The Producer Price Index for all lime compiled by
the Bureau of Labor Statistics is shown below. Prices remained relatively
constant over this period; they declined slightly in 1986 but recovered in 1987
and have remained steady in 1988 as shown in the following tabulation
(1984=100): 21

1984----100.0
1985----100.9
1986 99 .7
1987----101.3
1988----101.3

Import price data.-- The unit values of imports of lime from Mexico are
based on customs value information collected by the U.S. Department of Commerce
(table 21). Import unit values for quicklime and hydrated lime peaked in 1985
at $34 and $76 per ton, respectively. Values declined somewhat in 1986-87 and
rose again in 1988. 2/

Questionnaire price data

The Commission requested domestic producers and importers of lime to
provide quarterly price data from January 1986 through December 1988 for
quicklime and hydrated lime. Producers and importers were asked to report the
f.o.b. plant price and the total delivered selling price for their largest
shipment of each product in each quarter. The lowest and highest prices
received for the sales of each of these products were also requested on a
quarterly basis for 1988.

The U.S. producers that responded to the questionnaire with price
information accounted for 14 percent of the total value of U.S.-produced
quicklime shipments in 1986, 13 percent in 1987, and 18 percent in 1988; U.S.
producers reporting prices for hydrated lime accounted for 13, 12, and 16
percent of total U.S.- produced hydrated lime shipments in 1986, 1987, and
1988. Changes observed in these weighted-average price series are highly
influenced by changes in the firms reporting from one period to another and by

1/ Metal and Minerals Yearbooks, 1985, 1986, 1987, U.S. Bureau of Mines,
Washington, DC.

2/ Lime, including quicklime, hydrated lime, and dead-burned dolomite. The
base year has been converted from 1982 to 1984. The decline in 1986 conflicts
with the Bureau of the Mines data which show aggregate lime prices peaking in
1986. This discrepancy has not been resolved.

1/ Unit values of total lime are believed to reflect shifts in product mix and
may not accurately reflect changes in prices.
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Table 20
Lime: Average unit values for product sold or used by U.S. producers,
1984-87 1j

(Per short ton)

_Item 1984 1985 1986 1987
All lime 2/ ... .ot $51.12 $51.69 $52.50 $49.96
Chemical & industrial .... 49.65 49.87 50.50 48.40
Agriculture .............. 61.03 66.55 62.14 76.97
Construction............. 62.19 65.61 66.32 61.31
Quicklime ...........cco.... 45.92 46.46 48.50 47.63
Chemical & industrial .... 45.92 45.88 47.91 47.47
Agriculture .............. 51.07 49.02 31.75 45.50
Construction............. 50.92 54.88 54.35 44 .39
Hydrated lime .............. 65.69 67.56 74.95 63.20
Chemical & industrial .... 64.98 65.96 81.24 59.43
Agriculture .............. 70.39 65.96 61.93 89.87
Construction............. 66.36 69.32 69.60 67.83

1/ Based on annual surveys of lime operations with 116 to 148 establishments
reporting. Calculated by dividing total output by total value of lime sold or
used by these producers.

2/ Includes refractory dolomite, which is only a ve ry small part of total
domestic consumption.

Source: Compiled from official statistics of the U.S. Bureau of Mines.

Table 21
Lime: Unit values of imports from Mexico, 1984-88

(Per short ton)

Item 1984 1985 1986 1987 1988
Total lime ................ $37 $37 $45 $39 $53
Lime, except hydrated...... 33 34 32 15 29
Hydrated lime .............. 50 76 65 67 73

Source: Compiled from official statistics of the U.S. Department of Commerce.

changes in customers for which prices were reported. Thus, fluctuations in
these data may not be indicative of price trends.

The responding importers accounted for 21 percent of the quicklime
imported from Mexico in 1986, and 65 percent of imported, quicklime in 1987.
None of the companies responding reported quicklime imports in 1988.
Reporting companies accounted for 8 percent of hydrated lime imports in 1986,
65 percent in 1987, and 45 percent in 1988. 35

U.S. producer price trends.-- U.S. producers' weighted-average f.o.b.
prices for quicklime remained relatively constant in 1986 and 1987 before
declining slightly in 1988 (table 22). The weighted average of prices reported
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Table 22
Quicklime: Weighted average U.S. producers' f.o.b. prices and total shipments,
by regions and by quarters, January 1986-December 1988 1/

Period Total U.S. 2/ Southwest 3/ Non-Southwest 4/
Price per short ton
1986:
Jan.- Mar ........ $51.38 $52.52 $49.13
Apr.-Jun......... 50.60 51.36 49,32
July-Sept ........ 50.77 50.68 50.95
Oct.-Dec . ........ 51.82 53.34 48.76
1987:
Jan.- Mar ........ 50.39 52.35 47.11
Apr.-Jun......... 51.73 50.65 5./ 53.25
July-Sept ........ 50.74 52.82 47.59
Oct.-Dec......... 52.20 51.52 5/ 53.10
1988:
Jan.- Mar ........ 48.95 50.60 46.26
Apr.-Jun......... 49.84 49.61 50.26
July-Sept ........ 50.35 50.71 49.68
Oct.-Dec ......... 50.38 50.81 49.60
—Total quarterly shipments (1,000 short tons)
1986:
Jan.- Mar ........ 306 204 102
Apr.-Jun......... 346 216 130
July-Sept ........ 321 217 104
Oct.-Dec......... 278 186 92
1987:
Jan.- Mar ........ 285 178 107
Apr.-Jun......... 331 193 138
July-Sept ........ 353 213 140
Oct.-Dec......... 359 205 154
1988:
Jan.- Mar ........ 487 302 185
Apr.-Jun......... 540 346 194
July-Sept ........ 532 347 185
Oct.-Dec . ........ 525 340 185

1] Weighted by sales quantities.
%é ggqpanies in Southwest and non-Southwest.

* % %

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

36
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by producers in the Southwest reached a high in the fourth quarter of 1986 and
a low in the second quarter of 1988. In most quarters, the weighted average of
quicklime prices for companies in the Southwest were marginally higher than
those in the rest of the United States. In the non-Southwest areas, quicklime
prices were lowest in the first quarter of 1988. The weighted-average prices
for quicklime are similar to the average values for quicklime reported by the
U.S. Bureau of Mines.

Prices of hydrated lime have fluctuated slightly more than those for
quicklime. The weighted-average prices of U.S. producers for hydrated lime
reached a peak of $*** in the fourth quarter of 1986 and a trough of $*** in
the fourth quarter of 1988 (table 23). In most quarters prices in the
Southwest were $*** to $*** lower than those reported for the non-Southwest.
These weighted-average prices for 1986 are substantially below the unit values
published by the U.S. Bureau of Mines. The values for 1987 are similar to
those provided by the U.S. Bureau of Mines.

Importer prices.-- * * * and * * * are the only two companies reporting
prices for quicklime imports from Mexico (table 24). These importers' prices
were *** the weighted average of total U.S. prices and Southwest prices in all
quarters and *** those for the non-Southwest areas of the United States in all
but the first quarter of 1986. * * * imported lime from * * * 1/ * * % 2/

Prices for imported hydrated lime on an f.o.b. basis are provided in table
25. These prices varied markedly among importing companies and ranged from
$*** to $*** per ton for lime sold in bulk and from $*** to $*** per ton for
lime packaged in bags (table 25). 2/ The weighted average of these prices
* * * in the fourth quarter of 1987 at $*** per ton as a result of a change in
the type of sale reported by * * * from bulk sales to an isolated bag sale.
Excluding this quarter, the prices of hydrated lime imports * * * at $*** and
$***x per ton in the fourth quarters of 1986 and 1988. Prices in the first
quarter of 1986 averaged $*** per ton; they then * * * to §$*** per ton in the
second quarter of 1987. The weighted-average prices of hydrated lime imports
are * * * than the unit values of these imports compiled from the official
statistics of the U.S. Department of Commerce (see table 21).

Purchaser price trends.-- Purchaser price information was received from 19
companies, most of which are located in the Southwest region of the United
States. Purchasers of lime include aluminum producers, copper producers, steel
producers, chemical companies, water and sewage utilities, road construction
companies, a carbon producer, and a paper producer. Two-thirds of the
companies returning questionnaires with pricing information for hydrated lime
were road or building construction companies. Four of the purchasers located
in Arizona and New Mexico noted that Chemstar was the only domestic lime
supplier in their geographic area. 4/ One company noted that it has a
* * * 5/ Delivered prices of U.S.-produced quicklime fluctuated within a $***
range from 1986 to 1988, * * * of $*** per ton in the second quarter of 1986 to
$*** per ton in the fourth quarter of 1988 (table 26). Delivered prices for
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Table 23
Hydrated lime: Weighted-average U.S. producers' f.o.b. prices and total
shipments, by regions and by quarters, January 1986-December 1988 1/

Period Total U.S. 2/ Southwest 3/  Non-Southwest 4/
Price per short ton

19g§: M Gork ook Gt
Aan. 5 ar ........ kk skk skokk
Jﬁi._szné ........ sk SRk skoksk
octy_Dez ........ sk K%k skoksk

lgg;; _ Mar skokok E 3 xkck
A r . _Jun ........ *** *** ***
Jpl . s t. ........ stk JORONOS skokk

uly-sept ........ sk Kk k KKk

Oct.-Dec .........

1988:

*kk *k% skskosk
ga: . _Jb.:;r ........ koK SRk kkk
Jﬁl}}—Sept ................. o o ot

Hokok $orok Frok
Oct.-Dec .........

_Total quarterly shipments (1.000 short tons)

1986: sk sksksk skksk
A’Ian . —JMar ........ kk JORONS skokk
Jﬁi . _S:nt ......... sk Kkok sk sk
octy_Dez ........ sk SRk skoksk
19%1; - Mar o e o
S MAr L. ... ... *kk sksksk sksksk

gpi . —gunt ......... Skk K%k skokk
Ozty_D:z ........ sk sskok skoksk
19§g; - Mar o - o
A . Cqm Stk skoskok sksksk
in . Sunt. ........ Skk Kk k skkok
Olclty_D:z ........ Sk deksk skoksk

1/ Weighted by sales quantities. All prices are for hydrated lime sold in
bulk.
%; Soypgnies in southwest and non-Southwest.

A/ * *

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 24
Quicklime: Importers' f.o.b. prices and total quantities imported, by
quarters, 1986-87 1/

jeriod Price Quantity Price Quantity
Per Per
short to = Short tons short ton _ Short tons
19%6 : M kokk kokk kokk kokk
Aan. Jar .............. o o ok ok
pr.-June ............. o . ok otk
July-Sept ............. ok ok e ok
Oct.-Dec ..............
1987: *okok *okok *okok Forox
Jan.- Mar .............
ook *kokok dokok *oksk
Apr.-Jun..............
*kokok koksk *okok *oksk
July-Sept ............. . ok e .
Oct.-Dec ..............
1/ * * *
2/ * % %
1/ * * &
A/ * * %

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

U.S.-produced hydrated lime sold in bulk fluctuated within a $*** range from a
low of $*** per ton in the first quarter of 1988 to a high of $*** in the
second quarter of 1987. Delivered prices for U.S.-produced hydrate sold in
bags averaged $*** per ton, with a marginal decline of approximately $*** from
the first quarter of 1986 to the last quarter of 1988.

Only * * * companies reported purchases of Mexican lime--* * * (table 27).
Delivered prices of Mexican quicklime purchased * * * were stable at
approximately $*** per ton in the last three quarters of 1987, * * * to $*** in
the second quarter of 1988 and to $*** in the third and fourth quarters.
Delivered prices for hydrated lime * * * from $*** in the in the second quarter
of 1987 to $*** from the third quarter of 1987 through the third quarter of
1988 and declined to $*** in the fourth quarter of 1988.

Exchange Rates

Quarterly data reported by the International Monetary Fund indicate that in
nominal terms the Mexican peso depreciated by 91.2 percent relative to the U.S.
dollar from the first quarter of 1985 through 1988 (table 28).

Exchange rates adjusted for inflation show a markedly different pattern.
The real value of the peso, adjusted for inflation exceeding 1,000 percent,
declined through the first quarter of 1987 to 69.6 percent of its 1985 base39
value. Although the nominal value of the peso continued to fall throughout the
rest of the period, the high rate of inflation in Mexico relative to that in
the United States more than offset the decline. By the fourth quarter of 1988,

the Mexican currency in real terms had returned to 95.5 percent of its base
value.
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Table 25
Hydrated lime: Weighted average and individual importer's f.o.b. prices and total
imports, by quarters, 1986-88

Weighted
Period  Average *xx R x ek KKk kK
Price per short ton
1986:
Jan.-Mar.  $xxx Grkk Grxx Grkx GHxx Gk
Apr.-June kk *kk *kk *kk *kk *kk
*hk *kk *kk *kk *kk
July-Sept.  ***
*kk i *k%k *kk *kk
Oct.-Dec. *kk
1987:
*kk *kk *kk
Jan.- Mar. *kk *kk *kk
Bpr.-June *kk *kk *kk *kk *kk *kk
July-Sept * %k *kk *kk *kk * %k *kk
Oct. -Dec *kk *kk *kk *kk *kk *kk
1988:
Jan.-Mar g *kk *kk *kk *kk *kk
Apr.-June *kk *kk i *kk *kk *kk
July-Sept. *kk *kk i *kk *kk *kk
Oct. -Dec *kk *kk i *kk *kk *kk
Total quarterly imports (short tons)
1986:
Jan.-Mar *kk *kk *kk *kk *kk *kk
Bpr.-June *kk *kk *kk *kk *kk *kk
July-Sept *kk *kk *kk *kk *kk *kk
Oct. -Dec i *kk *kk *kk *kk *kk
1987:
Jan.-Mar *kk *kk *kk *kk *kk *kk
Apr.-June *kk *kk *kk *kk *kk *kk
July-Sept *kk *kk *kk *kk *kk *kk
Oct. -Dec *kk *kk *kk *kk *kk *kk
1988:
Jan.-Mar *hk *kk *hk *kk *kk *kk
Bpr.-June *kk *k%k *kk *k%k *kk *kk
July-Sept *kk *kk *kk *kk *kk *kk
Oct. -Dec *kk *kk *kk *kk *kk *k%k

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 26
Quicklime and hydrated lime: Purchasers' weighted-average delivered prices and
purchases, by quarters, January 1986-December 1988

—Hydrated lime
Period Quicklime Bulk Bags
Price per short ton

1986:
Jan.-Mar ..... Chbd Chdd Chbd
Apr. -Jun *kk *kk *kk
351'_Se £ T *kk *kk *kk
Octy-DeE e *kk *okk *kk

1987:
Jan.-Mar *kk *kk *kk
Apr.-Jun """ *kk *kk *kk
Jul§-Sep£ B *kk *kk *kk
Oct. -Dec T *kk Kk Kk

1988:
Jan.-Mar *kk *kk *kk
Bpr.-dun ... . . *kk *kk * ok
Jui -Se§£ B T *kk *kk
0cty-Dec B *kk *k ok * ok

_Total quarterly purchasep (1.000 short tons)

1386: skokok skokok skokok
;;2':?3; """ kokok ook K x
oo e ook skokok skokok
ggty_gzzt Tt *kokok kokok fokok
1987: skokok ook ook
ga:':?a; """ ook *kokok fokok
Jﬁl.-S: £ """ *okok *okok *okok
Octy-Deg Tt kokok okok okok
1988: sokok skokok ook
;ag.:?z; """ kokok skokok okok
351'_Se £ Tt skokok ko skokok
Octy-Deg Tt skoksk kokok okok

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 27
Quicklime and hydrated lime: Purchasers' weighted-average delivered prices and
quantities of imports from Mexico, by quarters, January 1986-December 1988

e
_ v/waxr  MaT ﬁam@ rSholitt
Period short ton tons short ton tons
1986: sksksk k%% $*** *kk
Jan.-Mar . ................ *kk skoksk koksk *kk
%p{.:gunf ................ $okok Fokok *kk Kk
Ogty_Dgg ................ skoksk Kk k k% kksk
1987 . skoksk Skksk *kk Skksk
Jan.-Mar ................. Kk soxok Kotk Kk
Iépr BTV 1 5§ o N *kk k% *k%k skoksk
og%y:g:gt ................ skoksk *kk skokosk skeksk
1988: *kk . kK ook
Jan.-Mar ................. $okok k% sk kofok
%pi.-gunf ................ Sk *kk *k% *kk
ogty:Dgg ................ skokk skkok sksksk skkook

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

Table 28

Indexes of the nominal and real exchange rates between the U.S. dollar and the
Mexicanpeso, J/ and indexes of producer prices in the United States and
Mexico, 2/ by quarters, 1985-88

(January-March 1985=1009)

Nominal Real Mexican U.S.
exchange- exchange- Producer Producer
1985:
Jan.-Mar.... 100.0 100.0 100.0 100.0
gpr.-June... 91.8 102.5 111.8 100.1
uly-Sept... 73.0 88.9 121.1 99.4
Oct.-Dec.... 60.1 82.8 137.6 100.0
1986:
Jan.-Mar.... 47.3 80.5 167.4 98.5
gpr.-June... 38.4 77.1 194.0 96.7
uly-Sept... 30.1 74.3 237.2 96.2
Oct.-Dec.... 24.0 71.5 287.9 96.9
1987:
Jan.-Mar.... 19.6 69.6 347.8 97.7
Apr.-June... 16.2 73.0 449.1 99.3
uly-Sept... 13.7 78.6 574.7 100.4
Oct.-Dec.... 11.2 80.0 717.4 100.8
1988:
Jan.-Mar. ... 8.9 88.0 1,000.8 101.4
Apr.-June... 8.8 92.0 1,079.5 103.2
uly-Sept... 8.8 94.1 1,119.9 104.6
Oct’.-Dec.... 8.8 95.5 1,141.2 105.1

1/ Based on exchange rates expressed in U.S. dollars per Mexican peso.
2/The real exchange rate index is derived from the nominal exchange rates
adjusted by the producer price indexes of each country. These indexes are
derived from line 63 of the International Financial Statistics.

Source: International Monetary Fund, International Financial Statistics. 49
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CHAPTER 4: THE EFFECT ON THE U.S. LIME INDUSTRY OF REVOCATION OF
THE OUTSTANDING COUNTERVAILING DUTY ORDER ON LIME FROM MEXICO

Introduction

This investigation was commenced in response to a letter from USTR
requesting that the Commission conduct an investigation pursuant to section
332(g) of the Tariff Act of 1930, as amended. ./ That letter asked the
Commission to report on whether the probable economic effect on an industry in
the United States of revocation by the Department of Commerce of the
outstanding countervailing duty order on Lime from Mexico, 49 F. R. 35672,
would be such that (1) an industry in the United States would be materially
injured, or would be threatened with material injury, or (2) the establishment
of an industry in the United States would be materially retarded. The letter
further provided:

[Tlhe Commission should inquire into the following
elements: (i) the volume of imports of the merchandise
that is the subject of investigation, (ii) the effect
of imports of the merchandise on prices in the United
States for like products and (iii) the impact

of such imports on domestic producers of like products.
The ter7s used above are defined at 19 U.S.C. section
1677. 2

The Domestic Industry

In order to assess the probable economic effect of revocation of the
outstanding CVD order on a U.S. industry, the Commission has first considered
which producers in the United States comprise the domestic industry. In
considering this question, the Commission has utilized the definition of
"industry" set forth in 19 U.S.C. § 1677(4). That section defines "industry"
as "the domestic producers as a whole of a like product, or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product." In turn, the statute defines
the term "like product" as "a product which is like, or in the absence of like,
most similar in characteristics and uses with, the article subject to an
investigation...." 2/

Relying on these definitions, the Commission has examined which products
are most like the products that are the subject of the outstanding CVD order.
That order described the subject merchandise as "calcium oxide (CAO), commonly
called quicklime or lime, and calcium hydroxide (CA(OH)2), commonly called
hydrated lime or hydrate." 4/ For the reasons discussed below, the Commission
has concluded that quicklime and hydrated lime comprise a single product that
is most like the subject imports. Although there are some differences

1/ Letter from Alan F. Holmer, Acting USTR, to The Honorable Anne E.
Brunsdale, dated January 31, 1989 and received by the Commission on February 8,
1989. Section 332(g) authorizes the Commission to "make such investigations
and reports as may be requested by the President." 19 U.S.C. § 1332(qg).

2/ USTR Request at 1.

2/ 19 U.s.C. § 1677(10). 43

A/ 49 F. R. 35672, 35673 (Sept. 11, 1984).
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between quicklime and hydrate, 1l many of the facts gathered in this
investigation support the Commission's conclusion that they should be viewed as
a single product. Significantly, quicklime and hydrate share certain essential
physical characteristics: they are both produced from high calcium limestone
and contain largely calcium oxide and less than 5 percent magnesium oxide. In
addition, many customers view quicklime and hydrate as interchangeable. 2/
Furthermore, the production processes for quicklime and hydrate overlap,
because hydrate is produced from quicklime. Consequently, quicklime and
hydrate effectively share employees and equipment because the employees and
equipment used in producing quicklime are producing a product that is the
starting point in hydrate production. Common channels of distribution also
exist with respect to quicklime and hydrate, i.e., both are usually purchased
directly from the manufacturers of lime. 3/

Thus, the Commission has concluded that quicklime and hydrate are properly

viewed as the same product for purposes of analyzing the domestic industry in
this report.

Based on this conclusion, the Commission has examined whether all producers
of quicklime and hydrate comprise the domestic industry for purposes of
assessing the probable economic effect of revocation or whether only producers
in the Southwest region of the United States should be included in the
industry. For the reasons set forth below, the Commission has concluded that
it would be appropriate to consider producers throughout the United States as
the domestic industry, and to consider producers in the Southwest United States
(i.e. southern California, Arizona, southern Nevada, New Mexico and Texas) as
the relevant regional industry.

A separate analysis of the likely effect of revocation on the producers of
lime in the Southwest is appropriate because the region constitutes an isolated
and insular market in which almost all of the subject imports are sold and
likely would be sold if the order were revoked. More specifically, all or
almost all imports are concentrated in the Southwest, only eight percent of
domestic production in the region is sold outside of the region, A/ and only
10.5 percent of lime consumed in the region is produced by U.S. producers
located outside of the region. 1/ The regional character of the lime industry
is not surprising because lime is a heavy, low-value, fungible product that is
not shipped more than 300 or 400 miles. 6/ Consequently, most imports of lime

1/ For example, quicklime and hydrate have some different physical
characteristics. In addition, some customers can only use one of the two kinds
of lime and the prices for quicklime and hydrate are different.

2/ Supra at 3-5. There are some customers that need to use either quicklime
or hydrate. However, many customers simply have a preference for one kind of
lime because of existing equipment, cost, production processes, or the
different physical characteristics of quicklime and hydrate. The Commission
does not view these customer preferences as persuasive evidence of two
different products.

3/ Id. See also supra at 32-33.

4/ Most lime that is produced in the region and sold outside of the region is
shipped from northern Arizona. Supra at 6, n.2. 44
5/ Id. Although there is evidence that more imports would enter the Unitea
States if the order were revoked, there is no evidence that significant volumes
of those additional imports would be sold outside of the Southwest region.

k./ Supra at 6, Table 19; Transcript at 17.
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from Mexico travel only a few hundred miles from the border and most domestic
production within the Southwest region similarly is not transported long
distances to areas outside of the region. These same characteristics of lime
also explain the limited amount of lime that is sold in the region by domestic
producers outside of the region. Although the boundaries of this Southwest
regional industry are not immutably drawn by geographic barriers, the
commercial realities associated with the transport of lime support a conclusion
that a regional industry exists. Therefore, the Commission has separately
examined the effect of revocation upon producers in this Southwest region. 1l

The Likely Effect of Revocation

Introduction

The Commission's analysis in this report is necessarily predictive in
nature because the USTR Request has asked the Commission to forecast the likely
effect of revocation of the CVD order upon the domestic industry. This task of
forecasting future events is complex because present market conditions are
presumably affected by the outstanding order. The Commission has made two
assumptions when analyzing the information gathered in this investigation. It
has assumed that the CVD order has affected the pricing and import behavior of
importers, and that subsidized sales will continue or resume if the order is
revoked. The Commission has examined a number of factors in forecasting the
likely effect of revocation on import volumes and prices, including: past
behavior of foreign producers and importers; capacity and capacity utilization
of Mexican lime manufacturers near the U.S. border; the stated intent of
foreign producers and importers; and the amount of the duty. After examining
these factors, the Commission has analyzed the likely effect of imports as
affected by forecasted events on the national and regional industries.

When assessing the effects that revocation of the duty would have on the
U.S. industry, the particular nature of the industry and product are, of
course, important.

Though there are many lime producers in the U.S. and Mexico, the
transportation constraints facing lime producers generally limit the number of
producers competing in a particular geographic region to only a few lime
producers. 2/ Firms with overlapping marketing areas compete with each other

1/ Counsel for Chemstar and Chemical Line argued in its posthearing brief that
the Commission should examine the effect of revocation upon a smaller region of
the United States. That region would encompass Chemstar's Douglas, AZ plant and
a 200 mile area surrounding that plant (the "Douglas region"). See Statement of
Position of Chemstar, Inc. and Chemical Lime, Southwest, Inc. at 5-8. The
Commission does not believe that such an analysis would be appropriate because
the subject imports are not concentrated in that region and the boundaries of

the proposed region appear to be drawn to obtain a particular result.

2] Regional lime markets have some characteristics of an oligopoly:

1) Economies of scale - declining long run average total costs;
Interdegendence of firms - price and competitive behavior by one
firm affects the sales of the other firms;

3) Substantial barriers to entry - high capital investment for entry
at a competitive scale of production; and

4) Nonprice competition - proximity, service, marketing. 45

Each firm faces a less than perfectly elastic demand curve for its production
as each lime-producing firm has marketing advantages with regard to consumers
located closer to the firm's lime production facilities over the production
facilities of another lime producer.
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for sales to consumers. Firms located close to each other have considerable
overlap in their marketing areas and compete more directly than firms located
further from each other having little overlap in their marketing areas.

In addition, lime, quick or hydrated, has few substitutes in commercial
consumption. The demand for lime is largely determined by the level of
production activities using lime, i.e. the demand for lime is a derived demand.
This implies that a change in the price of lime will have little effect on the
demand for lime. 1/ Therefore, everything else being equal, the entry or
offering of Mexican lime at low prices in the U.S. lime market will 1) reduce
the market share of U.S. producers if U.S. producers do not compete on the
basis of price; or 2) reduce lime prices if U.S. producers attempt to maintain
their market share by competing on price. If U.S. producers lose market share
to Mexican imports, as they did in 1987, 2/ U.S. producers may try to maintain
their profit levels but reduce their relative levels of production, shipments,
employment and perhaps investment. 3/ On the other hand, if U.S. producers
compete on the basis of price to retain market share, their total sales value
and possibly their profits would drop but they would attempt to maintain their
relative levels of production, shipments, investment and employment.

The analysis of the impact of the increased imports on U.S. producers must
also be considered in terms of changes in the total consumption of lime. If
the consumption of lime increases, as it did during this investigation, 4/ U.S.
producers will increase production, shipments and employment but will lose
market share to the Mexican imports that are capturing the bulk of the
increased demand for lime. Conversely, if lime consumption decreases, U.S.
production, shipments and employment could decline but U.S. producers will
increase their U.S. market share if imports were rapidly declining. .2/

The Likely Effect of Revocation on Import Volumes

Examination of all of these factors causes the Commission to conclude that
imports from Bomintzha, one of the largest foreign producers and the only
foreign producer being assessed a significant CVD rate, are likely to increase
significantly if the CVD order is revoked. The behavior of Bomintzha during
1987 provides considerable evidence supporting this conclusion. During the

1/ If lime prices fall, total industry revenues will fall as the increased
demand for lime, in reaction to lower lime prices, does not increase in the
same proportion as the fall in lime prices. Conversely, a rise in lime prices
will result in higher lime industry revenues.

21 Southwest lime industry - Table 18.

2/ U.S. producers may terminate some of their less profitable accounts or
release some of their less productive factors of production -- capital
equipment or labor. U.S. producers may chose to cut back on new or replacement
investment in a downsizing of the industry in order to maintain current profit
levels. This may not be advisable in an industry such as the lime industry
with economies of scale and high fixed costs; spreading fixed costs over fewer
units of production will raise per unit costs and may squeeze profit levels if
prices do not rise.

4/ Southwest lime industry - Table 18. 46
51 However, evidence in the record suggests that consumption of lime is likely
to rise in the near future, particulary if pending clean air legislation is
enacted. Supra at 7.
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first few months of 1987, Bomintzha was assessed a very small cash deposit rate
of 1.21 percent, instead of the 55.89 percent rate that it had been assessed
since 1984 and that it is presently being assessed. Bomintzha's response to
this significant decline in the cash deposit rate was rapid and pronounced. It
increased its exports to the United States substantially from *** short tons in
1986 to *** short tons in 1987. 1/ This response strongly suggests that
Bomintzha would increase exports to the United States if the outstanding order
were revoked. The exclusive importer for Bomintzha in 1987 stated at the
Commission hearing that such an increase likely would occur if the order were
revoked. 2/

Other evidence confirms that imports likely would increase and indicates
that imports might increase to quantities significantly higher than the volumes
exported by Bomintzha to the United States in 1987. Bomintzha's pre-hearing
brief stated: "* * * " 1/ Bomintzha has estimated that it could export
considerably more lime to the United States than it exported in 1987, i.e., up
to *** tons of lime to the United States, if the order were revoked. 4/ This
evidence is consistent with data submitted by counsel for Chemstar and Chemical
Lime showing total Mexican imports prior to the CVD order of more than 70,000
tons, most of which was imported at the border near Bomintzha's production
facility. 5/ Bomintzha's capacity and capacity utilization figures * * * that
import volumes could * * * t/

The Likelihood of Underselling 7/

The price data gathered by the Commission establish that Mexican quicklime,
which is sold in much larger quantities than hydrate, has been priced
consistently and significantly below the average prices of all U.S. producers
and the average prices of producers in the Southwest region. 8/ Bomintzha's
prices for quicklime during 1987 * * * 2/ * * * the small quantities of
imported Mexican hydrate have been sold at prices higher than those offered by

1/ Supra at Table 15.

2/ Transcript at 48-49.

21 Pre-hearing Statement of Sonocal, S.A. at 13. As explained earlier in this
report, Sonocal was the prior owner of Bomintzha's lime production facility.
For ease of reference in this Chapter, the Commission refers to Bomintzha when
discussing the facility that was previously owned by Sonocal and that has
recently been sold to a new owner.

4/ Id.

5/ Statement of Position of Chemstar, Inc. and Chemical Lime, Southwest, Inc.
at Exhibit 2.

6/ Supra at Table 15.

7/ Chairman Brunsdale does not join this section. She notes that differences
in terms of sale cited by many respondents to Commission questionnaires would
negate the price impact of imports from Bomintzha. Furthermore, any impact
would be limited to Bomintzha's selling area in the United States, i.e., only
300-400 miles from Bomintzha's plant. Finally, as noted jinfra, prices
fluctuated in 1987 as Mexican imports increased, revealing no consistent
pattern of underselling.

8/ Supra at 34-42. 47
2/ See e.g., Supra at Table 24 and Table 25 (showing prices of Bomintzha's

sole importer, Resource Managers) .
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U.S. producers. 1/ Bomintzha's limited imports of hydrate during 1987 were

* * * than other Mexican imports of hydrate and were * * * the average prices
of U.S. hydrate producers. However, Bomintzha's prices for hydrate in 1987
were * * * than the average prices offered by U.S. hydrate producers in the
Southwest region. 2/

The price data, particularly Bomintzha's prices in 1987, suggest that
revocation of the CVD order likely would result in significant underselling
with respect to imports of quicklime from Mexico, which accounts for by far the
majority of Mexican lime imports. 3/

The Effect of Increased Imports on U S Producers and on the National Industry
in the Event the Order is Revoked

Although these anticipated increases in import volumes would be significant
and underselling by Mexican producers is likely, 4/ these increases in low-
priced imports likely would have little effect nationally on lime prices or on
the condition of domestic producers throughout the United States. Even at 1987
import levels, the import penetration ratios of Mexican quicklime and hydrated
lime were less than 0.5 percent. V Not surprisingly, given the relatively
insignificant import volumes, the 1987 price data do not show declines in
national prices during the year when Bomintzha's imports increased. As table
22 shows, U.S. producer weighted-average f.o.b. prices for quicklime remained
relatively constant in 1986 and 1987, before declining slightly in 1988. As
table 23 reveals, weighted-average f.o.b. prices for hydrate fluctuated, * * *.

Similarly, evidence regarding the condition of the national domestic
industry between 1986 and 1988 does not show declines in performance during
1987, when Mexican imports increased, and then increases in 1988, when imports
dropped again. For example, production of both quicklime and hydrate steadily
increased from 1986 to 1988. 6/ Shipments of quicklime increased steadily and
shipments of hydrate increased overall and increased during 1987. 7/ The
number of workers employed nationally remained constant during 1986-88. k/ Net
sales and aggregate operating income for quicklime steadily increased from 1986
to 1988. Although net sales of hydrate producers declined in 1987, they also
declined in 1988. 9/ Only operating income data for hydrate producers declined
in 1987 and then increased in 1988. 10/

1/ See Supra at Table 25.

2/ Supra at Table 23, Table 25.

V Vice Chairman Cass does not join in these statements respecting
underselling. His analysis of the price data collected by the Commission in
this investigation is set forth in his Additional Views, infra.

4/ Vice Chairman Cass does not join in these statements respecting
underselling. His analysis of the price data collected by the Commission in
this investigation is set forth in his Additional Views, infra.

5/ Supra at Table 17.

¥ Supra at Table 2.

2/ J. at Table 3.

1/ 1Id. at 11.

91 Id. at Table 6, Table 9. 48
12/ 1d. at Table 9.
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Assuming higher import levels in the future of *** tons, for example, 1/
the ratio of Mexican imports to domestic consumption of quicklime and hydrate
would rise to *** percent. 2/ Consequently, any effects on the national
industry would be greater if such import levels occurred. The Commission does
not believe that this relatively insignificant increase in import volumes would
significantly affect the prices or condition of the national domestic industry.

The Effect of Imports on Domestic Producers in the Southwest.
Region in the Event the Order is Revoked

Given the particular regional nature of the market for quick and hydrated
lime in the U.S., increased U.S. imports of Mexican lime would most likely
effect those U.S. producers serving U.S. lime consumers near the U.S./Mexican
border. 3/ Those Mexican lime plants located near the U.S./Mexican border
would also be the most likely to export lime to the United States. 4/ With the
exception of Bomintzha, a revocation of the 1.21% duty on imports from Mexican
lime producers would affect those Mexican lime producers that are subject to
the 1.21% duty and are within shipping distance of the U.S. border. They may
increase their lime exports to the U.S. slightly. This would impact those U.S.
lime producers throughout the Southwestern region serving consumers near the
U.S./Mexican border. 5/

Chemstar's Douglas, Arizona plant, which is in the Southwestern region,
would be the firm most affected by the reduction of Bomintzha's 55.89% duty.
The Douglas plant is located directly across the border from Bomintzha and its
sales are directed to the same geographic area as Bomintzha's. 6/ This area
extends from Western Texas to Southern California, while the Mexican market is
restricted to the Northwestern corner of Mexico. Bomintzha is also limited in
the extent to which it can increase its domestic sales in Mexico 7/ so any
excess production, beyond Bomintzha's production of lime for the Mexican

1/ Prehearing Statement of Sonocal at 13.

2/ Calculated from data at Table 1.

3/ This area would extend up to 300 or 400 miles into the U.S. from the
U.S./Mexican border i.e. the area roughly defined as the Southwestern lime
industry.

4/ For a Mexican producer located near the U.S./Mexican border not to export
to the United States would imply that the firm faces a loss of close to half of
its total potential marketing area. A Mexican firm not exporting to the U.S.
would be better served to locate deeper in Mexico to increase its total
marketing area. Conversely, a Mexican firm locating near the U.S./Mexican
border would most likely be choosing that location, proximity to lime deposits
aside, with the intent of exporting a portion of its lime production to the
United States.

51 Responding purchasers generally agreed to the physical substitutability of
domestically produced lime and lime imported from Mexico but noted major
differences in marketing, availability and the reliability of service.

6/ In other words, Douglas's and Bomintzha's location in Arizona and Sonora
States respectively, suggest that shipments in significant amounts to third
country export markets would be unlikely.

7/ Again, the demand for lime is a derived demand. Bomintzha could possidly
increase its sales in Mexico if it displaced other Mexican producers' sales
which may then be diverted to the United States.



50

market, would be directed toward the U.S. and primarily to the area served by
the Douglas plant.

Chemstar's other lime plants in Arizona, Nevada and California would also
be affected but to a lesser degree than the Douglas plant 1/ as they are within
the 300 to 400 mile delivery radius of the Bomintzha plant. 2/ The lime plants
in Texas are located outside of the Bomintzha delivery radius but would compete
with Bomintzha for lime customers in some overlapping delivery areas.

Despite the regional nature of the lime industry, the concentration of
imports in the region has not resulted in a sizeable market penetration in the
region during the period of investigation. Mexican imports only accounted for
3 percent of apparent consumption in the Southwest region in 1987. 2/ As
discussed below, data relating to hydrate producers in the region reveal some
declines during 1987, when Bomintzha increased its lime imports to the United
States. Notably, however, Bomintzha's share of apparent U.S. consumption of
hydrate in the region was only *** percent. 4/ Of course, greater market
penetration could occur if the order were revoked and imports subsequently
increased to volumes higher than 1987 levels.

In order to predict the likely effect of revocation on producers in this
region, the Commission has first examined the performance and prices of those
producers during 1987, i.e. when Bomintzha's imports increased. 5/ Even though
consumption of lime increased during 1987, production and shipments of lime
produced in the region declined. 6/ Production capacity and capacity
utilization for lime also declined during 1987. 7/ Similarly, the number of
workers producing quicklime and hydrate declined, as did the hours worked by
those employees. 8/ The operating income of quicklime and hydrate producers in
the region also declined in 1987, as did their operating income margins. // By
contrast, productivity and compensation increased. 10/ Net sales of quicklime
producers also increased in 1987 but net sales of hydrate producers
declined. 11/ With respect to prices, both hydrate and quicklime prices in
1987 fluctuated but were not consistently or significantly below 1986
prices. 12/

For the most part, these trends reveal the experiences of all lime
producers in the region and therefore combine for purposes of analysis the
experiences of both quicklime and hydrate producers. This aggregation of data

1/ See Chemstar's estimates at Table 8 of the report.

2/ See supra at 6 and map in appendix.

2/ supra at Table 18.

4/ In 1988, Bomintzha's share of domestic consumption within the region of
hydrate dropped to *** percent. (Calculated from data at Table 1 and Table 15.
V Vice Chairman Cass does not join in the remaining portion of this section
of the report. His analysis of the likely effects of revocation of the order
on the Southwest regional industry are set forth in his Additional Views.

6/ Production and shipments of quicklime increased slightly but the production
of hydrate dropped moderately. Supra at Table 2, Table 3.

2/ Supra at Table 2.

R/ Supra at Table 4.

1/ Supra at Table 7, Table 10.

12/ Supra at Table 4. 50
11/ Supra at Table 7, Table 10.

12/ Supra at Table 22, Table 23.
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relating to quicklime and hydrate producers may create an impression of the
industry that is less than completely accurate. Almost all of the economic
indicators relating to quicklime producers showed increases during 1987,
whereas almost all of the indicators showed decreases with respect to hydrate
producers. For example, production, shipments, capacity utilization, and net
sales of quicklime producers increased. 1/ All of these indicators decreased
with respect to hydrate producers in the region. 2/ This divergence in
experience is not surprising because the consumption of hydrate in the region
decreased by 20.7 percent from 1986 to 1987. 1/ By contrast consumption of
quicklime in the region increased by 10.4 percent during the same period. A/

In order to assess whether the trends experienced by hydrate producers in
the region were related to the higher volumes of imports from Bomintzha in
1987, the Commission has also examined the same factors in 1988. For all lime
producers combined, almost all of the declining trends in 1987 were reversed in
1988. For example, overall lime production, shipments, and capacity
utilization in the region increased in 1988. 5/ Net sales and operating income
of both quicklime and hydrate producers increased. 6/

However, a separate examination of hydrate producers shows that many of the
economic indicators relating to their operations continued to decline in 1988,
even though Mexican imports declined. Production, shipments, and capacity
utilization figures declined for hydrate producers in the region during
1988. 7/ This corresponded to a decline in apparent U.S. consumption of
hydrate for the region. a/

As discussed above, imports from Bomintzha could increase to levels
significantly above 1987 levels. In that event, any effects on the regional
industry are likely to be greater than the effects evident during 1987.

In conclusion, the impacts of the Mexican exports from Bomintzha and other
Mexican lime producers would be felt by Southwestern U.S. lime producers but
not to the extent that they would be materially injured or be threatened with
material injury given the present condition of the lime industry in the
Southwest.

The Effect of Imports on Chemstar's Douglas Plant
in the Event the Order is Revoked

The 55.89% duty deposits by Bomintzha currently limit its shipments,
production, export decisions and possibly its decision to not immediately

1/ Supra at Table 2, Table 3, Table 7.

2/ Supra at Table 2, Table 3, Table 10.

3/ Calculated from data at Table 1.

A/ Id.

V' Supra at Table 2, Table 3.

V' Supra at Table 7, Table 10.

7/ Supra at Table 2, Table 3.

B,/ Supra at Table 1 Prices of hydrate in 1988 fluctuated. They were not
consistently above or below 1987 prices. 51
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correct its plant deterioration. 1/ Removal of Bomintzha's 55.89% duty or its
reduction to 1.21%, as preliminarily determined by Commerce 2/, would provide a
strong incentive for Bomintzha to repair its plant, increase its production and
export to the United States. 2/

The impact on the Douglas plant would not be insignificant as Bomintzha's
ability to produce beyond its domestic market requirements is considerable
relative to Douglas's productive capacity and to U.S. consumption in the
Douglas - Bomintzha geographic region. 4/ Bomintzha could have excess capacity
of *** tons or more beyond its domestic Mexican deliveries if its plant were
running at full capacity. 1/ This level of exports to the U.S. could displace
up to *** of Douglas's 1988 production or supply up to about *** of the total
consumption of the Southwestern market. 6/ Whether Bomintzha could reach 100%
capacity utilization and export over *** tons to the U.S. is uncertain, but
Bomintzha most certainly did demonstrate its ability to export more than ***
tons in 1987 while serving its own domestic market during a brief period of a
reduction in duties.

In conclusion, the impact of Mexican imports on the U.S. market is limited
by the marketing area serviced by any one lime producer. The imports resulting
from a reduction or removal of the existing CVD order on Mexican lime imports
would not materially injure or threaten with material injury the U.S. lime
industry or the regional industry (as defined in 19 U.S.C. § 1677) in the
Southwest.

1/ Bomintzha may be facing an investment decision in which repairing and
maintaining the plant and producing for only the Mexican market will not lower
long run average costs sufficiently to be able to,fully compete in the Mexican
market. But if it was able to export lime to the United States duty free in
addition to supplying its Mexican market, the economies of scale attained could
be such that it could lower its long run average costs sufficiently to be fully
competitive in both markets. We note that Bomintzha is still supplying its
domestic market in 1988 but at less than half its 1987 levels; it therefore
appears to be able to supply part of its domestic market but is not able to
justify further repairs and maintenance to compete in the remainder of its
domestic market.

2/ 54 F.R. 1753. (Jan 17, 1989).

2/ This would raise the effective price that Bomintzha receives from its lime
exports. Bomintzha would then have considerable incentive to repair and
maintain its lime producing plant to recover its capital investments and to
achieve economies of scale. There are also limited production alternatives for
lime producing facilities already in place.

4/ Bomintzha's counsel noted that under the right conditions Bomintzha could
produce up to *** tons per year for export to the United States. The Douglas
plant produced *** short tons in 1988 (supra at Table 7) and the Southwest
region produced 1,982,000 short tons of quicklime and hydrated lime in 1988.
Apparent consumption in the Southwest region was about 1,951,000 tons of
quicklime and hydrated lime in 1988 (supra at Table 18).

51 See Table 15 in years 1986 and 1987.

6/ See Table 18.
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ADDITIONAL VIEWS OF VICE CHAIRMAN RONALD A. CASS

Conditions of Competition Between U.S. and
Mexican Lime in the United States Market
Inv. No. 332-271

The information collected by the Commission in this
investigation indicates that no domestic industry would be
materially injured or threatened with material injury if the
order is revoked.l/ If the countervailing duty order is revoked,
the effects of this action on all domestic lime-producers as a
group would be essentially inconsequential. As a result of the
high cost of transporting lime, market penetration by lime from
Mexico in the United States as a whole is, and would remain, dg
minimis, and Mexican lime would have little, if any, impact on
prices of lime sold outside the Southwest region of the United
States.

Although the effects of revocation of the order would be
concentrated on the industry producing lime in the Southwest
region, the adverse effects on that industry likewise would not
amount to material injury as that term is understood in Title VII
of the Tariff Act of 1930. Presently, Mexican lime imports
account for only a small portion of the lime sold in the
Southwest market; in 1988, Mexican lime imports were equal to
approximately two percent of lime consumed in the Southwest
region. As previously indicated in Chapter 4 of this report, the
producer that has historically accounted for the vast majority of
Mexican exports to the United States, Bomintzha, has a maximum
export potential capacity of approximately * * tons. If
Bomintzha were in fact able to devote the full amount of 1its
export capacity to production for export to the United States,

1/ Material retardation is not an issue in this investigation
because the national and regional lime-producing industries are
both well established.

In accordance with the request of USTR, I have reached these
conclusions by using the definitions of material injury, threat
of material injury and material retardation that are provided'by
19 U.S.C. § 1677. In so doing, I do not express any view
respecting the question whether the Commission's findings in this
investigation may be used as an injury determination in
satisfaction of the requirements of U.S. law and the GATT. It
should be noted, however, that certain parties to this
investigation have challenged vigorously any such prospective use
of the results of this investigation. See Prehearing Brief of
Refracatarios Basicos, S.A. at 2-17; Pre-Hearing Statement of
Sonocal, S.A. at 4-7 ("Sonocal Prehearing Statement").
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and were in fact able to market all of this production in the
Southwest region, it would still account for no more than five
percent of the current level of lime consumption in that region.
Further, evidence provided to the Commission by Bomintzha, and
confirmed by the Commission, indicates that it is highly unlikely
that anything approaching the full * * tons of potential
exports would in fact be exported to the United States in the
short or medium term. Bomintzha's physical plant is

* * * * .2/ Moreover,
according to both Bomintzha and domestic lime purchasers surveyed
by the Commission, even 1f Bomintzha were operating at full
theoretical capacity, it might take a number of years for the
firm to establish itself as a reliable source of supply to the
U.S. market.2/ Accordingly, even the most rudimentary
examination of the factual record reveals that the effects of
revocation of the order on the Southwest regional industry would
be quite limited.4/

Careful economic analysis of the factual record confirms
this proposition. In this investigation, the Commission's Office
of Economics has evaluated the factual information in a manner
that permits more specific estimates of the effects that
revocation of the order would have on prices and sales of
domestically produced lime, including lime produced in the
Southwest region. These estimates were produced through use of a
computable market-simulation model developed by the Commission's
Office of Economics, which is known as the "Comparative Analysis

2/ Sonocal Prehearing Statement at 12.

2/ Sonocal Prehearing Statement at 12; USITC Memorandum EC-M-224
(June 27, 1989) from the Office of Economics at 12, n. 23 ("USITC
Economic Memorandum") .

4/ In that context, I note that I do not believe that the price
data collected by the Commission in this investigation indicate
that Mexican lime is likely to cause a decline in prices of the
domestically produced product through "underselling". The
majority of domestic purchasers surveyed advised the Commission
that there are major differences between Mexican lime and
domestically produced lime in terms of availability and
reliability of supply, and the services provided in connection
with sales of the product; the Mexican product is deemed inferior
in these respects. USITC Economic Memorandum at 12-13. So far
as the record of this investigation reveals, these differences
are the most likely explanation for any disparities between the
prices of the imported and domestic products.
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of the Domestic Industry Condition" or "CADIC" model.5./ The
CADIC model generates estimates of changes in the prices and
quantities sold of a domestic industry's like product that occur
as a result of subsidization or dumping, given various data
relating to import volumes, subsidization or dumping margins, and
the markets for the imports and the domestic like product. In
this investigation, the model was used to quantify the effects of
the revocation of the order on prices and sales of domestically
produced lime by estimating the domestic price and sales effects
of the subsidies that are currently offset by the order; if the
order is revoked, these effects will no longer be offset, and the
full effects of the subsidies will be felt by the national and
regional domestic industries.5/

In performing this analysis, the Office of Economics assumed
that the subsidies in question would cause a decrease in the
price of the imports produced by Bomintzha equal to the full
amount of the duty rate applicable to those products, even though
subsidization might in fact cause a smaller decline in import
prices.7/ This assumption is noteworthy as the decline in import
prices rarely will be equivalent to the full rate of subsidy as
measured by the Department of Commerce. The divergence between
the measured subsidy rate and the actual change in import prices,
however, cannot be specified simply. Subsidies can have very
different characteristics. Some subsidies may be direct payments
for exports. Other subsidies may be payments for production
regardless of the destination of the production. Still other
subsidies may be payments for the use of particular inputs to

../ The analytical framework underlying the CADIC model is
explained in detail in Office of Economics, Assessing the Effects
on the Domestic Industry of Price Dumping, USITC Memorandum EC-L-
149 (May 10, 1988).

5/ Specifically, the effects of the subsidies were estimated by
considering the effects of Bomintzha's subsidized exports on
domestic prices during 1987; during the first part of 1987, those
exports were subject only to the minimal 1.21% duty applicable to
the other Mexican producers covered by the CVD order. Due to
data limitations, the Office of Economics assumed that the 1.21%
duty had an "insignificant effect" on the exports of these other
producers. See USITC Memorandum EC-M-225 (June 27, 1989) from
the Office of Economics at 1, n. 2. This assumption appears
reasonable in light of the estimates developed by the staff for
Bomintzha's U.S. exports, which are shown to have produced only
minimal price and sales effects even though subsidized at a much
higher rate.

7/ See USITC Memorandum EC-M-225 (June 27, 1989) from the Office
of Economics at 2, n. 2.
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production, including the location of production. The effect of
these different subsidies will differ, and in each case a careful
evaluation of the manner in which the subsidy operates is
necessary to determine whether and by how much the subsidy
lowered the price and altered the volume of imports.

In this investigation, however, insufficient information is
available to allow precise assessment of the degree to which the
alleged subsidies have affected import volumes and prices.
Accordingly, the staff assumed that the subsidies would cause the
prices of the Mexican imports to decline by the full amount of
the subsidies. Thus, the estimates generated by the staff may
overstate the actual effects that subsidization (and,
concomitantly, revocation of the order) are likely to have on
prices and sales of the domestic like product. Certain of the
estimates generated by the staff may also be overstated because
they are based upon information concerning certain key issues
taken into account by the model -- for example, the extent to
which domestic consumers are willing to substitute imported lime
for domestically produced lime and vice versa in response to
changes of the prices of those products -- that are intended to
produce estimates of the maximum effect that revocation of the
order would have on prices and sales of domestically produced
lime.

Nevertheless, even the maximum estimates generated by the
staff indicate that revocation of the order would not have a
significant effect on prices or sales of domestically produced
lime. Assessed on a nationwide basis, the estimated effects are
essentially trivial -- revocation of the order is estimated to
reduce domestic prices and sales by no more than .5%. The
estimated effects on the Southwest regional industry are somewhat
larger, but amount, at most, to approximately 1%.a/

Effects of this magnitude would not produce material injury
to the Southwest lime producing industry. In this regard, it 1is
worth noting that the financial data gathered by the Commission
indicate that the industry is thriving. Industry profits, as
measured by total operating income, nearly tripled in 1988, and
the industry is earning healthy returns on its fixed and total

./ At the request of one Commissioner, the Office of Economics
produced one set of estimates that appear to be somewhat larger.
See USITC Memorandum EC-M-232 (June 29, 1989) from the Office of
Economics. However, these figures are not meaningful because
they are, in essence, predicated on the assumption that Bomintzha
will already be selling * * tons of imports in the United
States at the time the order is revoked. Based on experience, as
reflected in current and past levels of imports, this assumption
is not realistic.
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assets. After experiencing a slight downturn in 1987, employment
in the industry, as measured by total employment and hours
worked, increased in 1988. Wages and other compensation paid to
the industry workforce have also increased. In short, the
Southwest lime industry i1s by no means in a precarious condition;
under the statutory definition of material injury that USTR has
requested us to use in this investigation, this is a factor that
must also taken into account in evaluating whether the revocation
of the order would have a material adverse impact on the
industry.

Finally, the findings by the Commission in this
investigation do not support a finding that revocation of the
order would threaten either the national or Southwest regional
industries with material injury. As previously indicated, the
information developed by the Commission in this investigation
suggests that the maximum potential effects of a revocation of
the order on prices and sales of domestically produced lime are
quite small. In order to support a finding that a threat of
material injury exists in the statutory sense of the term, the
Commission would require evidence that would support an inference
that Mexican imports would threaten real and imminent material
harm to a domestic industry if the order were revoked. No such
evidence has been developed in this investigation.

57



58



59

Findings of Commissioner Eckes

These views are offered in response to the request of the
United States Trade Representative (USTR) made under the
authority of section 332 (g) of the Tariff Act of 1930 which asks
the Commission whether the probable economic effect on an
industry in the United States of revocation by the Department of
Commerce of the outstanding countervailing duty order on Lime
from Mexico would be such that (1) an industry in the United
States would be materially injured, or would be threatened with
material injury, or (2) the establishment of an industry in the
United States would be materially retarded.l/

Based on the information developed in this investigation, I
conclude that removing the outstanding countervailing duty order
would not result in material injury or the threat of material
injury to an industry producing lime in the United States. In
view of the past and present performance of the domestic lime
industry and the conditions of competition in the relevant
market, the removal of the countervailing duty order will not
cause a significant increase in the volume of imports of lime
from Mexico nor will it have a significant effect on the prices
of lime in the relevant market.

Before I provide the rationale for my analysis, there are
certain procedural matters which should be addressed. While I
essentially concur with the factual information contained in the
Executive Summary, I offer these separate views to explain more
fully my approach in responding to this request. In providing my
advice, I have relied upon the information in the report,
together with other information provided in briefs, submissions,
and the public hearing.2/

Second, these views are offered to comply with my
understanding of the USTR's request and fulfill the Commission's

J There is an industry established in the United States; none of
the participants in this investigation addressed this point as an
issue in this investigation.

2/ The information discussed in these views is contained in the
Commission report, unless otherwise indicated.
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obligation to provide the information requested.2/ Although
much has been said about the propriety, if not the legality of
this procedure, I leave it to others to debate the merits of
those concerns.j/

Finally, in providing my analysis I pursued a two-step
approach. Initially, I considered the probable impact removal of
the subject order would have on imports of the subject
merchandise, basically an analysis of probable import behavior.
Then, I considered the impact of such imports on the domestic
industry under consideration.

Like product and domestic industry

To determine whether revocation would result in material
injury or threat of injury to an industry in the United States,
the Commission should first determine the relevant domestic
industry. From the requesting letter it is ewvident that
Commission should look to certain title VII provisions for
guidance in framing its report and analysis. Just as material
injury or threat are specifically provided for in the statute, so
are the concepts of "like product" and "domestic industry." The
term, "like product" is defined by statute as "a product which is

2/ In relevant part, the USTR requested the Commission:

[i]n investigating whether revocation of the order
would result in a U.S. industry being materially
injured or threatened with material injury, or the
establishment of an industry being materially retarded,
the Commission should inquire into the following
elements: (i) the volume of imports of the merchandise
that is the subject of investigation, (ii) the effect
of imports of the merchandise on prices in the United
States of like products and (iii) the impact of such
imports on domestic producers of like products.

The requesting letter also points out that these terms are
defined at 19 U.S.C. section 1677. Thus, my analysis in this
investigation comports with the technical definitions of these
terms as well as other related provisions contained in the
statute.

A/ Many of the questions and concerns about this procedure are
effectively raised in the "Legal Issues" section of the post-
hearing statement offered by Sonocal, S.A. at pp. 6-8.
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like, or in the absence of like, most similar in characteristics
and uses with, the article subject to investigation . . . ."5/

In this investigation, I have found the appropriate "like
product" to be lime, including both quicklime and hydrated lime.
Both types of lime are presently covered by the single
outstanding order and are subject to the assessment of duties.
Further, those participating in this investigation did not
propose any different formulation of the like product. My own
review of the information gathered does not suggest a different
conclusion. Therefore, my advice is based on the assessment of
the impact of imports of lime on the domestic producers of lime.

In turn, the statute defines "industry" as '"the domestic
producers as a whole of a like product, or those producers whose
collective output of the like product constitutes a major portion
of the total domestic production of that product." However,
because of the nature of lime, a regional industry analysis is
appropriate in this investigation. Lime is a heavy, low-value,
fungible product that is not shipped more than 300 to 400 miles
from the plant./ Thus, most imports of lime from Mexico extend
only a few hundred miles beyond the border into the United
States, depending upon the location of the plant in proximity to
the border. Likewise, most domestic production within the
Southwest similarly is not transported long distances to areas
beyond the region.

The statutory provision which permits the Commission to
consider the effect of imports on a regional industry provides a
relevant framework for analyzing regional industry issues in this
section 332 investigation. The statute states:

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 separate industry if--

(1) the producers within such market sell all or
almost all of their production of the like
products 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.

J 19 U.s.C. 1677(10).

6./ Transcript at 17.
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In such appropriate circumstances, material injury,
[or] threat of material injury...may be found to exist
with respect to an industry even if the domestic
industry as a whole...is not injured, if there is a
concentration of subsidized or dumped imports into such
an isolated market and the producers of all or almost
all, of the production within that market are being
materially injured or threatened by material
injury...by reason of the subsidized or dumped
imports.2/

For purposes of this investigation, I find that a regional
industry exists, consisting of Southern California, Arizona,
Southern Nevada, New Mexico, and Texas ("Southwest Region").
Specifically, information developed in this investigation
indicates that all or almost all past Mexican imports of lime
have been sold and future imports are likely to be sold in this
region due to the considerable transportation costs associated
with shipping lime.A/ Thus, all or almost all imports from
Mexico have been concentrated in this region. Further, domestic
producers within the region sell about 92 percent of their
production in that region, and only 10.5 percent of demand is
supplied by producers located elsewhere in the United States.

Likely Effect of Revocation of the Order on Lime

In examining the likely effect of removal of the order on
import volumes and prices, I considered the past behavior and
performance of foreign producers and importers; the capacity and
capacity utilization levels of lime producers in Mexico that are
near the U.S. border; the stated intent of foreign producers and
importers regarding future export plans; and the amount of the
duty imposed under the outstanding order. The CVD order
covering lime from Mexico has been in effect since September,
1984. The volume of imports of lime from Mexico during the
period 1986-1988 fluctuated. Imports increased to 56,000 tons in
1987 from 14,000 tons in 1986. In 1988 imports declined to

I/ 19 U.s.C. 1677(4) (C).

11/ In some Title VII investigations, regional boundaries have
been determined more by geographic barriers, such as the recent
preliminary investigation regarding Aluminum Sulfate from
Venezuela (Invs. Nos. 701-TA-299 and 731-TA-431 (Preliminary)
USITC Pub. 2189 (May 1989). In other circumstances, such as in
this instance, the boundaries of the region may be determined
more by the commercial realities associated with the
transportation costs of the like product.
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31,000 tons. As a share of consumption in the Southwest Region,
imports were 1 percent of consumption in 1986, increased to 3
percent in 1987, then declined to 2 percent in 1988.

The Commission obtained information on two producers in
Mexico which export to the United States: Bomintzha/Sonocal
(Bomintzha) and Refractarios Basicos, SA (Rebasa). As the
result of the countervailing duty investigation, Sonocal was
assessed the CVD deposit rate of 55.89 percent while all other
Mexican lime producers not already excluded from the scope of the
order were assessed a 1.21 percent deposit rate. At that time,
Sonocal ceased exporting to the United States.

The other Mexican exporter Rebasa has been subject to the
low "all other" rate since 1984. Although less information is
available for this producer, export data indicate that 1988
exports declined. Other data on home-market shipments and
exports suggest that Rebasa has reduced productive capacity,
reduced utilization, or increased inventories.2/ Thus, its
export behavior over the three-year period under the low rate
does not indicate a significant potential increase in imports
should the order be removed.

In January 1987, after Bomintzha purchased Sonocal,
Bomintzha began exporting again to the United States and
accounted for a substantial share of Mexican exports. This
occurred at the same time Customs was directed to assess
Bomintzha the lower "all other" deposit rate of 1.21 percent.
The lower rate remained in place until April 1987, when Commerce
instructed Customs to assess the 55.89 deposit rate pending a
determination of whether Bomintzha's exports were entitled to the
"all other" rate. In response to the reassessment of the much
higher duty, Bomintzha's exports dropped sharply in 1988 to
nominal levels.

Current information confirms its capacity has been
restricted by the deterioration of its production facilities, and
that at least a year would be necessary to repair the plant.
Production levels have declined over the period; and there is at
present no inventory overhang which would suggest imminent
ability to export. Moreover, the bulk of Sonocal's production

2/ It is unlikely that there has been a significant increase in
Rebasa's inventory levels. In this industry, low inventories are
maintained because of the short storage life of the products,
especially quicklime which accounts for a substantial portion of
imports from Mexico.
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remains dedicated to the domestic Mexican market. 1§1/ Therefore,
despite increased exports during 1987 in apparent response to the
lower duties, it is unlikely that this producer could
significantly increase imports to the U.S. in the short term if
the order were removed.

Price data supplied by U.S. producers in the Southwest
region show that although domestic lime prices fluctuated during
the period, there was no pattern of domestic price decline during
the three-year period 1986-1988. Of particular importance is the
absence of information indicating significant price suppression
in 1987, as imports increased. Similarly, importers' price data
do not reveal any decline, and in fact suggest a stable or
increasing trend for import prices for lime during the period.
Limited price data from purchasers of Mexican lime indicate that
prices paid generally increased during 1987 and 1988. In sum,
available price data for domestic and imported lime do not
suggest that imports during the period have had a significant
impact on pricing, nor do these data suggest that in the near
term that domestic prices would be adversely affected.l1l1l/

Condition of the Domestic Industry

Having determined that removal of the outstanding order on
lime from Mexico would have an insignificant effect on the
volume of such imports or on the prices in the U.S. market, I
also considered the impact of these changes on the domestic
market.22/ I examined the condition of the industry,

.11) / Response to Request for Information of Sonocal, S.A., p. 5.
and Transcript at 50-51.

11/ In analyzing price data, I considered data for all lime from
Mexico, and did not place particular emphasis on a separate
analysis for quick and hydrated since I found a single like
product--all lime.

la/ The request asked the Commission to inquire into the impact
of these imports on domestic producers of like products. The
focus of these findings is on the impact of imports on a regional
industry. For purposes of providing this analysis, I also
considered the impact of these imports on the national industry.
Because of the minimal amount of imports compared with the level
of total U.S. production and the size of the U.S. market, I
conclude that removal of the order would have no adverse effect
on a domestic industry consisting of all producers in the United
States.
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considering those factors set forth in the statute, as amended
by section 1328 of the Omnibus Trade and Competitiveness Act of
1988: domestic production and consumption, capacity and capacity
utilization, shipments, inventories, employment, wages,

financial performance and existing development and production
efforts within the context of the business cycle and conditions
of competition that are distinctive to the domestic industry.12/

Unlike most other regional markets, Southwestern lime
producers are not tied to the fortunes of the steel industry but
rather are more directly affected by demand generated by the
copper industry. The primary copper industry consumes
approximately 20 percent of all lime consumed in the Southwest
region. The U.S. primary copper industry, virtually all of which
is located in the Southwestern region, has rebounded sharply in
the past two years, and the demand for lime doubled between 1986
and 1987 from 335,000 short tons to 677,000 short tons, and
increased slightly to 682,000 short tons in 1988. In the
Southwest region, consumption of all lime increased by 8 percent
for the period 1986-88.

It is apparent that overall, the regional lime producers are
sharing in the upturn in consumption in their region and it is
unlikely that removal of the order will adversely affect the
producers as a whole in the region.ll/ Production and capacity
utilization levels of lime producers in the region have remained
relatively stable during the recent three-year period, showing
modest upturns during 1988. Domestic shipments in the region
followed similar trends. Because of the nature of the product,
inventories are typically nominal in this industry. In the
Southwest region, the number of workers employed increased by 8
percent from 1986 to 1988. Other employment indicators reflect
similarly favorable trends.

Financial information submitted by producers within the
Southwest regions underscores that the industry has benefited
from the upturn in consumption trends in the region. Operating
margins were quite favorable in 1986; by 1988 these margins had
doubled.

la/ 19 U.S.0 1677(7) (C) (iii), as_amended.

1Aj Although individual producers within the region may
experience some problem with imports as the result of removal of
the order, my conclusions are based on the assessment of the
impact of removal of the order on the producers as whole in the
region, consistent with 19 U.S.0 1677 (4).
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Conclusion

It is likely that there will be some increase in imports of
lime from Mexico upon removal of the outstanding order and that
there may be some instances of adverse price impact associated
with these increases, particularly on some individual producers
in the region. However, I conclude that in view of the strong
performance of the producers as a whole in this region that
potential import volumes and any price impact would not be such
that an industry in the United States would be materially
injured, or would be threatened with material injury if the
outstanding countervailing duty order were to be removed.
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[investigation No. 332_2711

Ume From Mexico; Investigation and
Hearing

AGENCY: United States International
Trade Commission.

ACTIOM [nstitution of investigation and
scheduling of public hearing.

SUMMARY: Following receipt on '
February 8. 1989. of arequest from the
U.S. Trade Representative (USTR), the -
Commission ingtituted investigation No.
332-271 under section 332(g) of the Tariff
Act of 1930 (19 U.S.C. 1332(g)) (the act).
Asrequested by USTR. the Commission
will report to the President on the
probable economic effect on asindustry
in the United States of revocation by the
Department of Commer ce of the
outstanding countervailing duty order on
limefrom Mexico. provided for in
subheadings 2522.10.00. 2522.20.00 and
2522.30.00 of the Harmonized Tariff
Schedule of the United States. In

accor dance with USTR's request, the
Commission will submit itsreport to the
President within 150 days of the date of
therequest. or by July 10. 1989.

EFFECTIVE DATE February 8, 1989.

FOR FURTHER INFORMATION CONTACT:
Elizabeth Haines (202-252-1200). Office
of Investigations, U.S. International
Trade Commission. 500 E Street SW..
Washington. DC 20438. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the
Commission's TDD terminal on 202-252-
1810. Persons with mobility impairments
who will need special assistancein
gaining access to the Commission
should contact the Office of the
Secretary at 202-252-1000.

Background and Scope of Investigation

On February 8. 1989. the Commission
received a request from the USTR (copy
attached) to " conduct an investigation
into, and report to the President on
whether, the probable economic effect
on an industry in the United States of
revocation by the Department of
Commer ce of the outstanding
countervailing duty order on limefrom
Mexico, 49 FR 35872, would be such that
(1) an industry in the United States
would be materially injured. or would
be threatened with material injury, or (2)
the establishment of an industry in the
United Stateswould be materially
retarded.” USTR further stated that the
termsused in itsrequest are defined at
19 U.S.C. 1877.

Public Hearing

The Commission will hold a public
hearing in connection with this
investigation beginning at 9:30 am. on
May 18. 1989, at the U.S. International
Trade Commission Building. 500 E Street
SW, Washington. DC. All personswill
have the opportunity to appear by
counsel or in person, to present
information, and to be heard.

Requeststo appear at the public
hearing should befiled with the
Secretary, U.S. International Trade
Commission. 500 E Street SW,
Washington. DC 20438, not later than
the close of business (5:15 p.m.) on May
10, 1989. If the number of persons
reguesting an opportunity to appear by
counsel or in person islarge, limitation
of timefor the presentation of oral
testimony isin the publicinterest to
ensurethat all viewpointsare aired.
Accordingly, in scheduling appear ances
at the hearing. thetimeto be allotted to
witnesses for the presentation of oral
testimony will belimited. The
Commission will determine appropriate
allocations of time based on the number
of personsrequesting an opportunity to
appear. Questioning of witnesseswill be
limited to member s of the Commission
and its staff and witnesses should be
prepared to provide additional

information in responseto such
questioning.

Any written materials presented at
the hearing must be submitted in
accor dance with the requirements of
§ 201.8 of the Commission's Rules of
Practice and Procedure (19 CFR 201.8).

Written Submissions

Interested personsareinvited to
submit written statementsin the form of
one prehearing and/or one posthearing
statement (as described below)
concerning the investigation. in lieu of.
or in addition to. appearances at the
public hearing. Commercial or financial
information that a submitter desiresthat
the Commission treat as confidential
must be submitted on separ ate sheets of
paper. each clearly marked
" Confidential Business Information” at
the top. All submissionsrequesting
confidential treatment must conform
with the requirements of 4 201.8 of the
Commission's Rules of Practice and
Procedure (19 CFR 201.8).

A signed original and fourteen (14)
copies of each written statement must
be submitted to the Commission in
accor dance with § 201.8(d) of the
Commission'srules (19 CFR 201.8(d)).
All written submissions, except for
confidential businessinformation. will
be made available for inspection by the
public during regular business hours
(8:45am. to 5:15 p.m.) in the Office of
the Secretary to the Commission.

Personswho intend to submit a
written statement to the Commission
should so inform the Secretary of the
Commission no later than the close of
businesson May 10. 1989. To be assured
of consideration by the Commission. a
prehearing statement should be
submitted not later than the close of
businesson May 15, 1989. Posthearing
statements must be submitted not later
than the close of businesson May Zs.
1989.

The Secretary will preparea service
list containing the names and addr esses
of all persons, or their representatives.
who havereguested an opportunity to
appear at the public hearing or who
haveindicated an intention to submit a
written statement. The servicelist will
be made available to the public on May
11. 1989. The Commission encour ages all
personsor counsel therefor filing a
written statement with the Commission
to serve a non-confidential copy of such
statement on each person on the service

list. A-3
Release of Data

A public version of thetables
prepared for inclusion in the
Commission'sreport will bereleased to
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the persons on the service list on May 5,
1089.

By order of the Commission.
Kenneth R. Mason,
Secretary.

Issued: March 7. 1.989.
(FR Doc. 89-8036 Filed 3-14-89 8:45 am)
11111.1iNG CODE 7020-03-111




THE UNITED STATES TRADE REPRESENTATIVE
Executive Office of the President
Washington, 0.0 20506 .

rpsl op'aidaiyOk, 1989

The Honorable Anne E. Brunsda“®=c’:

Acting Chairman

U.S. International Trade Commission
500 E Street, S.W.

Washington, D.C. 20436

Dear Chairman Brunsdale:

Pursuant to the authority of section 332(g) of the Tariff Act of
1930 (the "Act") (which the President has delegated to the U.S.

Trade Representative), and at the urging of the Secretary of
Commerce, I request that the U.S. International Trade Commission
conduct an investigation into, and report to the President on
whether, the probable economic effect on an industry in the
United States of revocation by the Department of Commerce of the
outstanding countervailing duty order on Lime from Mexico 49 Fed.
Req. 35672 would be such that (1) an industry in the United
States would be materiall% injured, or would be threatened with
material injury, or (2) the establishment of an industry in the
United States would be materially retarded.

At the time the order on Lisa was issued, Mexico was not entitled
to an injury test under U.S. and international law. Accordingly,

countervailing duties were imposed upon these products despite
the absence of a determination that these entries were harming
the relevant domestic industry. On August 24, 1986, Mexico
acceded to the General Agreement on Tariffs and Trade ("GATT").

Consistent with its earlier positions in 2listeners from India (47
Fed. Req. 44129) and Wire Rod from Trinidad and Tobago (50 Fed.
Req. 19561), the Department of Commerce has concluded that it
lacks the authority under Article VI of the GATT and section
303 (a) (2) of the Act, to levy countervailing duties on Mexican
duty-free imports of lime if there has not been a prior affirmative
injury determination. Therefore, in order to fulfill our inter-
national obligations, and to ensure the continued enforcement of
America's unfair trade laws, the Department of Commerce has urged
me to make this request to ihe Commission.

To determine whether there is sufficient interest in the investi-
gation, the Commission may, if necessary, after institution of
the investigation, publish a notice in the Federal Register that
invites any person expressing an interest in the continuation of
the investigation to provide information regarding the probable
economic effect of any revocation of the order. If the Commission
concludes, on initial review, that there is insufficient interest,
the Commission may so advise and terminate the investigatige3



Honorable Anne E. Brunsdale
Page Two

In investigating whether revocation of the order would result in
a U.S. industry being materially injured or threatened with material
injury, or the establishment of an industry being materially
retarded, the Commission should inquire into the following elements:

(i) the volume of imports of the merchandise that is the subject
of investigation, (i1i) the effect of imports of the merchandise
on prices in the United States for like products and (iii) the
impact of such imports on domestic producers of like products.

The terms used above are defined at 19 U.S.C. section 1677.

In light of the considerable importance of this investigation to
the United States, the Commission should submit its report,

together with the information that provided the basis for the
report (including confidential business information), within 150
days of the date of this request. In this regard, in accordance
with section 332(g) of the Act, as amended by section 1613 of the
Omnibus Trade and Competitiveness Act of 1968, the Commission
should inform all parties that may submit information that the
Commission considers to be confidential business information that
such information will be forwarded to the Department of Commerce..
Any confidential information in the report will be examined by
only those officials and employees in the Office of the U.S.

Trade Representative and the Department of Commerce who are
directly involved in reviewing the Commission's report. In
addition, Commerce may release some confidential information
under protective order.

The Commission's report should be submitted in confidence, with
all business confidential information contained therein clearly
identified. Concurrently, with the submission of the report, a
public report with all business confidential information removed
should be issued.
Thank you for your cooperation in this matter.

Sincerely,

o = fkoen

Alan F. Molnar
Acting

AFH:kw
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International Trade Administration,
Import Administration

EC-201-4021

Final Affirmative Countervailing Duty
Determination and Countervailing Duty
Order; Lime From Mexico

AGENCY:. International Trade
Administration, Import Administration,
Commerce.

ACTION: Notice.

SUMMARY: We determine that certain
benefits which constitute bounties or
grants within the meaning of the
countervailing duty law are being
provided to manufacturers, producers,
or exportersin Mexico of lime and are
thusinstituting a countervailing duty
order. The net bounty or grant for each
firm islisted in the " Suspension of
Liquidation" section of this notice. The
net bounty or grant on the products
under investigation produced by
Mexicana de Cobre, Productos Calizos
de Bgja California, Incalpa, Cales de
Chiapas, Cal de Apasco, Calesde
Puebla, and Materiales Titan is de
minimis. With respect to these
companies, the suspension of liquidation
ordered in our preliminary affirmative
countervailing duty determination shall
be terminated. All estimated
countervailing duties shall be refunded
and all appropriate bonds shall be

rel eased with respect to imports of the
products under investigation from the
companies for which we have

determined de minimis estimated net
bounties or grants.

EFFECTIVE DATE: September 11, 1984

FOR FURTHER INFORMATION CONTACT:
Kenneth Haldenstein or Vincent Kane.
Office of Investigations, Import
Administration, International Trade
Administration, Department of
Commerce, 14th Street and Constitution
Avenue, NW., Washington, D.C. 20230;
telephone: (202) 377-4136 or 5414.

SUPPLEMENTARY INFORMATION:
Final Determination and Order

Based upon our investigation, we
determine that certain benefits that
constitute bounties or grants within the
meaning of section 303 of the Tariff Act
of 1930, as amended (the Act), are being
provided to manufacturers or exporters
in Mexico of lime as described in the
"Scope of Investigations" section of this
notice. For purposes of this
investigation, the following programs
are found to confer bounties or grants:

 Fund for the Promotion of Exports
of Mexican Manufactured Products
(FOMEX)

Import Duty Reductions and
Exemptions

» Fund for Industrial Development
(FONEI)

» Preferential Federal Tax Incentives
(CEPROFI)

« Guarantee and Development Fund
for Medium and Small Industries
(FOGAIN)

« Certain Equity Infusions

 Loansfrom Mexican Trust for
Nonmetallic Minerals

« Déelay of Payment of Fuel Charges

» Delay of Payment on Other Loans

» Loans from the Mexican National
Bank for Foreign Trade
(BANCOMEXT)

We determine the estimated bounty or
grant to be the rate specified for each
company in the "Suspension of
Liquidation™ section of this notice. The
net bounty or grant on the products
under investigation produced by seven
companiesis de minim's. With respect
to these companies. the suspension of
liguidation ordered in our preliminary
affirmative countervailing duty
determination shall be terminated. All
estimated countervailing duties shall be
refunded and all appropriate bonds shall
be rel eased with respect to imports of
the products under investigation from
the companies for which we have
determined de minimis estimated net
bounties or grants.

Case History

On March 21, 1984, weAr'&eived a
petition from the Paul Lime Division of
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Can-Am Corporation, Chemical Lime
Inc., Genstar Lime Company, and the
United Cement, Lime, Gypsum and
Allied Workers International Union.
AFL-CIO/CLC. filed on behalf of the
U.S. lime manufacturers. In compliance
with the filing requirements of § 355.26
of the Commerce Regulations (19 CFR
333.26), the petition alleges that
manufacturers or exportersin Mexico of
lime receive bounties or grants within
the meaning of section 303(a)(1) of the
Tariff Act of 1930, as amended (the Act).

Since Mexico is not a"country under
the Agreement” within the meaning of
section 701(b) of the Act, section 303 of
the Act applies to this investigation.
Because the subject merchandiseis
nondutiable and there are no
"international obligations" within the
meaning of section 303(a)(2) of the Act
which require an injury determination
for nondutiable merchandise from
Mexico, the domestic industry is not
required to allege that, and the U.S.
International Trade Commission is not
required to determine whether, imports
of these products cause or threaten to
cause material injury to aU.S. industry.

We presented a questionnaire
concerning the allegations to the
government of Mexico in Washington,
D.C. on April 10, 1984. On May 21 and
29, 1984, we received responses to the
guestionnaire.

On June 14, 1984, we issued our
preliminary determination in thin
investigation (49 FR 25658, June 22,
1984). We preliminarily determined that
benefits constituting bounties or grants
within the meaning of the Act are being
provided to manufacturers, producers,
or exportersin Mexico of lime.

We received a supplemental response
from Sonocal on July 13, 1984, and from
Mexicana De Cobre on July 25, 1984.

Our notice of preliminary
determination gave interested parties an
opportunity to submit oral and written
views. We received written views from
interested parties and have taken them
into consideration in this deter mination.

Scope of Investigation

The products covered by this
investigation are calcium oxide (CaO),
commonly called quicklime or lime, and
calcium hydroxide (Ca(OH)2).
cmrnonly called hydrated lime or
hydrate. Hydrated lime iscurrently
Classified under 512.1100 of the Tariff
Schedules of the United States
Annotated (TSUSA) and lime, other than
hydrated, is currently classified under
TSUSA item number 512.1400.

There are three known manufacturers
and exportersin Mexico of lime which
export to the United States and eight
other producers that have applied for

exclusion from this investigation
because they received either no benefits
or benefitsin de minimus amounts. We
have received information from the
government of Mexico regarding
Sonocal, S.A., Mexicana de Cobra, SA.,
Productos Calizos de Baja California,
SA. (PCBC), Incalpa, SA., Materiales
BYM, SA. Calesde Chiapas. SA., Ca
de Apasco, S.A., Calesde Puebla. SA.
Materiales Titan, S.A., Industrias
Quimicas de Yucatan, SA. (1Q’i), and
Calteco, S.A. Two other companies,
Apex, SAA. and Refractarios Barrios,
S.A., submitted responses that were too
late to be considered in this
investigation.

The period_forwhich we are
measuring benefits is the most recent
fiscal or calendarliear for which we
have complete data, calendar year 1983.
In their responses, the government of
Mexico and respondents provided data
for the applicable period.

Analysis of Programs

Throughout this notice, we have
applied to the facts of the current
investigation general principles
described in detail in the Subsidies
Appendix of the "Final Affirmative
Countervailing Duty Determination and
Countervailing Duty Order: Cold-Rolled
Carbon Steel Flat-Rolled Products from
Argentina'; 49 F.R. 18006 (Apirl 28.
1984). As per the Subsidies Appendix.
we have used the national average
commercial rate as the benchmark for
short-term peso-denominated
borrowing. For this purpose, we chose
the nominal rate publiched monthly by
the Banco de Mexico in the Indicadores
Economicos (the"1E" rate). These rates
are the weighted averages of the rates
charged by commercial banks on peso
loans. Because we lack information to
construct company-specific long-term
benchmarks, we have also used this
benchmark on long-term benchmarks.
we have also used thisbenchmark on
long-term peso loansfor 1982 and 1983
as the best information available. The
"1E" rateistherepresentative
benchmark for both short and long-term
borrowing in the past 2 years because
Mexico'srecent inflationary experience
hasvirtually eliminated all long-term
fixed-rate financing. Long-term loansare
generally provided at variable short-
term interest rates. Asthe benchmark
for long-term loans given prior to 1982
we are using the domestic corporate
bond yield in Mexico, published in the
"World Financial Markets' journal of
the Morgan Guarantee Trust Company
of New Y ork. For loans provided in
dollars, we used the U.S. domestic
corporate bond yield as the long-term
benchmark and the short-term

commercia and industrical loan rate
published under "Domestic Financial
Statistics' in the Federal Reser..e
Bulletin as the short-term benchmark.

As specified in 19 CFR 355.28(8)(3), "if
separate enterprises have received
materially different benefits, such
differences shall also be estimated and
stated." Because the companies under
investigation received materially
different benefits, we have calcul ated
company-specific rates.

We have consistently held that
government provision of, or assistance
in obtaining, capital or loans or credit
does not per se constitute a subsidy.
Government equity purchases and
financial backing bestow a
countervaiiable benefit only when they
are carried out on terms inconsi stent
with commercial considerations. To
determine if such actions are
commercially unsound, we review and
assess financial data for the company in
guestion. With regard to whether a
company was a reasonable equity
investment (a condition we have termed
"equityworthiness"), we examine the
financia ratios, operating profits or
losses and other relevant datato
evaluate the company's current and
future ability to earn areasonable rate
of return on equity investments.

Based upon our examination of these
factors with respect to Sonocal, a
company alleged to be unequityworthy,
we determined that this company was
unegquityworthy as of 1982. Our
examination of these factors for
Mexicana de Cobre reveaed that this
company has been equityworthy.

Based upon our analysis of the
petition and the responses to our
guestionnaire, we determine the
following:

I Programs Determined To Confer
Bountiesor Grants

We determine that bounties or grants
are being provided to manufacturers or
exportersin Mexico of lime under the
following programs:

A. FOMEX

FOMEX isatrust established by the
government of Mexico to promote the
manufacture and sale of exported
products. The fund is administered by
the Mexican Treasury Department with
the Bank of Mexico acting as the trustee.
The Bank of Mexico administers the
financing of FOMEX loans through
financial institutions that establish
contracts for lines of credit with
manufacturers and exporters. O»; July
27,1983. FOMEX wasfoledly
incorporated into the National Bank for
Foreign Trade.
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In order for a company to bedligible
for FOMEX financing for exports, the
following requirements have to be met:
(1) The product to be manufactured must
beincluded on alist made public by
FOMEX: (2) the company must have
majority Mexican capital; (3) thearticles
* ) be exported must have a minimum of
Jo percent national content in direct
production costs; (4) loans granted for
pre-export financing must bein Mexican
currency, whileloansfor export sales
areestablished in U.S. dollarsor any
other foreign currency acceptableto the
Bank of Mexico: (5) the exporter must
carry insurance against commercial
risksto the extent of theloans. The
maxirenth annual interest rate for '
FOMEX exportfinancing is 8 percent.

Sonocal received short-term export
financing from FOMEX for exportsto
the U.S. of the subject merchandise.
Since FOMEX export financing provides
loansfor export-related purposes at
interest rates significantly lessthan
those for compar able commercially
available loans, we determine that this
program confersa bounty or grant upon
the exportation of lime.

Sonocal has not paid either interest or
principal on its FOMEX loans, which
wereduetoberepaidin early 1983. We
treated the missed payments as
additional loansto Sonocal at therate of
the penalty interest rate being asessed
on them. We considered these loansto
berolled over each time a payment was
missed. Since the penalty rate was
above the benchmark, we found no
benefit for the additional loans. We
used as our benchmark, for purposes of
calculating the bounty or grant, the IE
rate, asdescribed supra. We allocated
the benefit from the FOMEX loans over
the value of Sonocal's 1983 U.S. exports
of limeand calculated abounty or grant
in the amount of 0.38 percent ad valorem
FOMEX loansto Mexicana de Cobreare
described in the " Programs Found Not to
Confer Bountiesor Grants" section of
thisnatice.

B. Fund for Industrial Development ,
(PONE!)

FONEI isa specialized financial
development fund, administered by the
Bank of Mexico. which greatslong _term
credit at below-market ratesfor the
creation, expansion or moder nization of
enterprisesin order to foster industrial
decentralization and the efficient
production of goods capable of
competing in theinternational market.
FONEI loans are available under
various programs having different
eligibility requirements.

Sonocal had one FONEI loan .
outstanding during the period for which
we are measuring bountiesor grants. It

received the loan for plant expansion.
Calteco had two loans outstanding. one
for the purchase of capital equipment
and the other an industrial mortgage
loan.

We have evidence that these FONEI
loans are only available to companies
located outside of ZonelllA (Mexico
City and environs). Because such loans
appear to be limited to particular
geographic regions and are made at
below-market rates. we deter mine that
these FONEI loans confer a bounty or
grant upon Sonocal and Calteco.

We have determined the benefits from
these loans according t

methodology outline bsidies
Appendix. We used mark
thelE rate, asdescn .ince

Sonocal has not paid di nterest or

principal on theseloans, wetreated the
missed payments as additional loansto
Sonocal at therate of the penalty
interest rate being assessed on them.
We considered.these loansto berolled
over each time a payment was missed.
We allocated the benefit over Sonocal's
total salesvalue of lime and determined
abounty or grant in the amount of 0.89
percent ad valorem for Sonocal and 1.25
percent ad valorem for Calteco. '

C. CEPROFI

CEPROFIsaretax creditsused to
promote National Development Plan
(NDO) goals. which include Increased
employment, encour agement of regional
decentralization. and Iindustrial
development. particularly of small and
medium sized finns.

CEPROFI certificatesaretax
certificates of fixed value which may be
used for afive-year period to pay
federal taxes. Certain CEPROFI
certificatesare granted for carrying out
investmentsin " priority” industri
activities: othersareavailableto all
industries on equal terms.

Industries Quimicasde Y ucatan and
Sonocal received CEPROFIsfor carfri?/ing
out investmentsin priority industri
activities. These CEPROFIswerefor
Investment to increase productivity.
Because thistype of CEPROFI islimited
to a specific group of industriesor to
companieslocated in specific regions.
we determinethat this program confers
a bount?/ or grant.

Article 25 of the decree authorizing
theissuance of CEPROFI s published in
the Diario Official dela Federation
(Diario Official) on March O. 1979, states
that a 4 percent supervision fee must be
" paid in order to qualify for, or to
receive’ the CEPROFIs. Thisisan
allowable offset from the gross bounty
or %rant, asprovided in section 771(6)(A)
of the Act. Therefore, the benefit
provided by CEPROFIsisthe amount of

the certificate received lessthe
supervision fee.

Weallocated the CEPROFI benefit
over thetotal sales of each company
and determined a bounty or grant in the
amount of 1.37 percent ad valorem for
Industries Quimicas de Yucatan and
0.73 percent ad valorem for Sonocal.

D.Import Duty Reductionsand
Exemptions

Petitioner alleged that lime exporters
receiveimport duty reductions or
exemptions on equipment used in the
production of lime. Mexicana de Cobre
received reductions on import dutiesfor
equipment used in manufacturing lime. .
under a special tax agreement between:
it and the government of Mexico.

Because thisreduction resulted in a
benefit provided to a specific company,
we determinethat it conferred a bounty
or grant on Mexicana de Cobra. We
calculated the benefit by dividing the
amount of thereduction in 1983 by total
sales of lime of the company to calculate
abounty or grant of 0.07 percent ad
valorem

E. Certain Equity Infusions

Petitioner alleged that the gover nment
of Mexico has provided bounties or
grantsthrough equity infusionsto
Mexican companies on terms
inconsistent with commer cial
considerations. NAFINSA. a
gover nment-owned development bank.
purchased stock in Sonocal. a company
whose stock isnot publicly traded.
between 1978 and 1983. Using the
criteriadescribed in the" Analysis of
Programs” section of thisnotice. we
determined that Sonocal became an
unequityworthy company as of 1982.
Therefore. we determinethat the
investmentsin 1982 and after confer a
bounty or grant because they were made
on termsinconsistent with commercial
considerations.

We calculated the benefits from these
pur chases accor ding to the methodology
outlined in the Subsidies Appendix. We
allocated the amount of Sonocal's
benefit over itstotal salesvaluefor
1983, using asour discount ratethe" [E"
rate, asdescribed supra. We'calcuated a
bounty or grant of 40.49 percent ad
valorem. Government equity infusions
in another lime company are described
in the" Programs Determined Not to
Confer Bountiesor Grants' section of
this notice.

F.Loans From the Mexican Trust for
Non-Metallic Minerali

Sonocal received loans from the
Mexican Trust for Non-Metallic
Minerals. Since these loanswere
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provided at interest rateslower than
thosefor comparable commer cially
availableloansand werelimited to a
specificindustry or %roup of industries.
we determine that these loans conferred
abounty or grant on Scnocal.

Sinceneither interest nor principal
was paid on these loans during 1983, we
treated the missed paymentsas
additional loansto Sonocal at therate of
the ﬁenalty interest rate being assessed
on them. We considered these loansto
berolled over each time a payment was
missed. For purposes of this
determination, we are using as our
benchmark the | E rate, as described
supra. Weallocated the amount of the
benefit over Sonocal'stotal 1983 sales
value and determined a bounty or grant
of 2.22 percent ad valorem.

G. Guarantee and Development Fund for
Medium and Small Industries (FOGAIN)

Productos Calizos de Baja California
(PCBC), MaterialesBYM, and Industries
Quimicasde Yucatan (IQY) received
FOGAIN loansthat had outstanding
principal during the period of
Investigation. We determinethat the
FOGAIN program confers a benefit
which congtitutes a bounty or grant
within the meaning of the countervailing
duty law upon these respondent lime
companies. The FOGALN program
provides preferential financing at
Interest rates below prevailing
commercial ratesto all small and
medium sized firmsin Mexico.
However, interest rateswill vary
depending upon: (a) Whether a small or
medium sized business has a designated

riority status, and (b) the geographical
ocation of the business. Small and
medium sized businesswith priority
designation and located In specific
zonestargeted for industrial growth
receive the most preferential rate:
Medium sized businesses, not
designated as priority and located in an
area of controlled industrial growth.
may receivethe least preferential
FOGAIN interest rate. We determine
this program to be cotmtervailable
becauseit provides preferential
financing on the basis of priority status
for designated industries and regional
preferenceswithin the program. Without
these designations, FOGAIN would not
be countervailable, since all small and
medium sized firmsin Mexico are at
least eligibleto receive FOGAIN loans
at theleast preferential rate of interest
available under thisprogram. Therefore.
we determinethe program is
countervailable to the extent that the
interest rate received by a particular
company isbelow the least preferential
ratethat a company would have
received under FOGAIN. All three

companies obtained their loans at rates
lower than the least preferential rates
applicable.

incethe FOGAIN loans have
variableinterest rates, wetreated the.
loans as a series of short-term loans and
computed the differencein interest
payments between the FOGAIN loans
received by PCBC, MaterialesBYM and
QY and those which would have been
incurred had the loans been made at the
least preferential rate of interest under
this program. We allocated the amount
of benefit from the loans over each
company'stotal value of sales of all
productsduring 1983. We determinethe
net amount ofiatpunty or grant to be
0.48 peroent izeD71f5rem for PCBC, and
0.70 percent dd talorem for Materiales
BYM and 0.20 *cent ad valorem for
QY.
N. Delay of Payment of Fuel Charges

Sonocal received fuel oil and diesel
fuel during 1983 from PEMEX, a
Mexican gover nment entity, for which it
has not yet made payments. We have
evidencethat other customers, including
Mexican producers of limeand' ther
products, ﬁay for such fuel asreceived
on a monthly basis. Therefore, we find
the delay of payment to confer a bounty
or grant on Sonocal. Wetreated the
amounts owed by Sonocal to PEMEX as
interest-free short-term loans.

We have determined the benefits from
these loans according to the
methodology outlined in the Subsidies
Appendix. We used asour benchmark
the IE rate, asdescribed supra. We
allocated the benefits over Sonocal's
total salesvalue and determined a
bounty or grant in the amount of 4.78
percent ad valorem.

|. Delay of Payment on Other Loans

Sonocal hasfour loans outstanding
from " Banco M exicano Somex."
formerly a private bank that was
nationalized during the Mexican
banking industry reforms of 1982. Two
are short-term loansin dollarswhich
weredueto berepaid prior tothe
review period but have not been repaid.
The other two are long-term loansin
pesos. Sonocal did not pay the principal
and interest due on theloansduring
1983. Sincethisdelay in paymentswas
provided to a specific industry or group
of industries, we determine that these
loans conferred a bounty or grant on
Sonocal.

Wetreated the missed payments as
additional loansto Sonocal at therate of
the penalty interest rate being assessed
on them. We considered the loansto be
rolled over each time a payment was. .
missed. We used our peso and dollars
benchmarks as appropriate, as

described supra. We allocated the
amount of the benefit over Sonocal's
total 1983 sales value and determined a
bounty or grant of 0.02 percent ad
valorem.

J. Loans From the Mexican Notional
Bank for Foreign Trade (BANCOMEXT)

Sonocal has several loans outstanding
from BANCOMEXT. One of theseloans
was originally contracted asa
guarantee. but it operateslikea direct
loan because BANCOMEXT hasmade
all the principal and interest payments
to theforeign lender on behalf of
Sonocal. Thisloan isin dollars; the
othersarein pesos. Theseloanswere
provided at interest rateslower than
those for compar able commer cially
available loans and we wer e not
allowed to verify whether they were
provided for exportsor limited toa
specificindustry or group of industries.
Therefore, asthe best information
available, we determine that these loans
conferred a bounty or grant on Sonocal.

Sinceinterest on theseloan'swas not
paid during 1983, we treated the missed
payments as additional loansto Sonocal
at therate of the penalty interest rate
being assessed on them. We consider ed
theloansto berolled over each timea
payment was missed. For pur poses of
this determination, we are using as our
benchmark for the peso loansthe |E
rate, asdescribed supra. The benchmark
for thedollar loan loansisthe long-term
U.S. corporate bond rate, also described
supra. We allocated the amount of the
benefit over Sonocal'stotal 1983, sales
value and determined a bounty or grant
of 0.40 percent ad valorem.

I1. Programs Determined Not To Confer
Bountiesor Grants

We determine that bounties or grant
are not being provided to manufacturers
or exportersin Mexico of lime under the
following programs.

A. Other Equity Infusions

Both NAFINSA and the Commission
de Fomento Minero, a publicly-owned
lending institution, purchased stock in
Mexicana de Cobre. Private parties
made pur chases of the company's stock
at comparable terms on approximately
the same dates. Using the criteria
described in the " Analysis of Programs’
section of thisnatice, and considering
the fact that government investmentsin
this company wer e on the sameterms
and conditions as private investments,
we deter mine that this government
equity investment did not coAfdr2a
bounty or grant on Mexicana de Cobre.
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B.Dual Level Currency Exchange Rate
System

Petitioner alleged that the dual level
exchange rate system existing in Mexico
constitutes a countervailable benefit to
the lime industry.

Petitioner alleged that priority
industries, including lime, when
exchanging pesos for dollars to make
foreign purchases, are allowed to
convert currency at a "controlled" rate.
but that other industries must make
foreign purchases at the free market
rate. Currently. the controlled rate is
less than the "free" rate of exchange.

We have found that all industries in
Mexico, including lime, obtain dollars
from the government under the same
teems to purchase imports. Therefore,
we determine that the dual currency
exchange rate system does not confer a
bounty or grant to the manufacturers or
exporters in Mexico of lime.

C.CEPRG¥Is for Salary Increases and
Investment in Mexican-Made
Equipment

Sonocal received certain CEPROFIs
for salary increases and for investment
in Mexican-made equipment. We
determine that these types of CEPROFIs
do not confer a bounty or grant because
they are not limited to a specific
industry, group of industries, or to
companies located in specific regions of
the country.

D. Loan Guarantees Provided by
NAFINSA

Petitioner alleged that various
Mexican government entities
guaranteed loans to the lime industry.
During the period of investigation.
Mexicana de Cobre had several
outstanding loans guaranteed by
NAFINSA. a government-controlled
institution which is a shareholder of
Mexicana de Cobre. Mexicana de Cobre
paid a guarantee fee to NAFINSA and
provided security for the guarantees.
Further, we have evidence that the
provision of guarantees by major
shareholders of companies is a normal
commercial practice in Mexico.
Therefore. the terms of the guarantees
appear to be consistent with commercial
considerations and do not confer a
bounty or grant on Mexicana de Cobre.

E. Value-Added Tax Rate Reduction

Petitioner alleged that lime producers
in border areas receive a
countervailable benefit from a reduction
in the rate of value-added tax (VAT)
they pay on purchases in such areas.
We have found that such reductions
exist in border areas, but that under the
value-added tax system. these

reductions do not result in any benefit to
lime producers. Only the final
consumers of goods ultimately pay the
VAT, not producers or suppliers such as
the respondent companies. These
companies act only as collection agents
for the government. They file regular
statements with the government in
which they settle their value-added tax
accounts. Since lime producers are
reimbursed for the amount of tax they
pay and have no liability for the VAT
tax, the border reductions do not confer
a bounty or grant on them.

F. Provision of Land to Sonocal

At verification we learned for the first
time during this investigation that
Sonocal received land free of charge
from the Mining Development
Commission and that the Commission
had received the land at no cost from
private parties. Based on this
verification. we determine that the
provision of this land at no cost was not
inconsistent with commercial
considerations and does not confer a
bounty or grant on Sonocal.

G. Accelerated Depreciation
Allowances

Petitioner alleged that the lime
industry benefited from federal income
tax reductions through accelerated
depreciation. For purposes of economic
development, the Income Tax
Department may grant accelerated
depreciation allowances to industries in
certain geographical regions or for
designated industrial activities.
Mexicana de Cobre used accelerated
depreciation in 1982 under an agreement
with the government of Mexico. The
program did not confer a bounty or grant
on Mexicana de Cobre. however,
because the registered losses for tax
purposes exceeded the depreciation
claimed by the company.

X. Waiver of Foreign-Lender Tax

Foreign loans to Mexicana de Cobra
are subject to an exemption on the
Mexican interest tax paid by foreign
lenders. This exemption is provided
under an agreement with the Mexican
Department of the Treasury. As a result
of this exemption, the company could
receive a countervailable benefit in the
form of reduced rates of interest on
foreign loans. Most of Mexicana de
Cobre's foreign loans, however, were
provided specifically for operations
other than lime. Its other foreign loans
were provided at rates above the
benchmark for long-term dollar
borrowings. Therefore, we determine
that this program did not confer a
bounty or grant on Mexicana de Cobre.

III. Programs Determined Not To Be
Used

We determine that the following
programs have not been used by
manufacturers or exporters of lime.

A. Article 94 Loans

Under section II of Article 94 of the
General Law of Credit Institutions and
Auxiliary Organizations (the Banking
Law), the Bank of Mexico establishes
channels of credit to different sectors of
economic activity. There are 12
categories of credit under section IL

Most categories carry their own
maximum interest rate which is set ty
the Bank of Mexico. Loans granted
under category 12 are targeted to
exports of manufactured products. The
maximum interest rate under this
category is 8 percent. We have found
that these loans were not used by the
companies under investigation.

B.FOMEX and BANCOMEXT Loans to
US. Importers

U.S. customers of lime were alleged to
have received FOMEX and
BANCOMEXT loans. We have found
that no U.S. customers of Mexican lime
producers received FOMEX or
BANCOMEXT loans that has
outstanding principal during the period
of investigation..

C.National Preinvestment Fund for
Studies and Projects (FONEP)

FONEP, administered by NAFINSA.
finances economic. technical and
feasibility studies. as well as basic and
detailed engineering projects. We have
found that this program was not used by
the companies under investigation.

D. Trust for Industrial Parks, Cities, and
Commercial Center (FIDEIN)

This program is aimed at developing
industrial parks and cities. We have
found that this program was not used by
the companies under investigation.

E. Fondo National de Fomento
Industrial (FOMIN)

FOMIN operates as a trust fund.
providing assistance to certain small
and medium sized companies by either
buying stock or providing loans at rates
below those of commercial lending
institutions. We have found that this
program was not used by the companies
under investigation.

F.PROFIDE

PROFIDE has been established under
the auspices of FOMEX to administer a
new financing program to provide
exporters with foreign currency needed
for imports. We have found that this
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program was not used by the companies
under investigation.

G. Preferential Pricesfor Natural Gas,
Oil, Electricity, Diesel Fuel and
Petrochemicals

Petitioner alleged that pricesfor
natural gas. ail, diesdl fuel,
petrochemicals and €electricity are set by
the Mexican government and could
include a 30 per cent discount for
respondents. The Mexican limeindustry
has not received price discounts for
theseitems.

H.Other FOMEX Loans

M exicana de Cobrereceived several
FOMEX export and pre-export loans
that had outstanding principal during
thereview period. Wefound at
verification that these loans wer e used
exclusively for operations of the
company other than the production of
lime. Therefore, we deter mine that these
loans wer e not used for Mexicana de
Cobre'sproduction or exportation of
lime.

|. Nacional Financiera, EA., Loans

Mexicana de Cobrereceived loans
from the Nacional Financiera. SA.
(NAFINSA), a gover nment-owned
development bank. during the last
month of the period of investigation.
Because we calculate benefits from
variableinterest rate loanson a date of
payment basis, we find that these loans
wer e not used by Mexicana de Cobre
during the period of investigation.

|. Income Tax Rate Reductions

Mexicana de Cobreiseéligible for an
incometax rate reduction under an
agreement with the Mexican
Department of the Treasury. No benefits
wererealized in 1983 because the
company did not have taxableincomein
tax year 1982.

Petitioner's Comments

Comment 1. Petitioner arguesthat
logic, the statute and judicial authority
all mandate the conclusion that the
M exican gover nment's provision of fuel
to Mexican lime producersat a price far
below itsinternational market value
confersa subsidy that must be
countervailed.

DOC Response: Asstated in the
"Notice of Initiation" of this case, we
did not investigate this allegation
because it has previously been found
not to confer a bounty or grant. and
petitioners did not allege new factsto
justify areview of thisfinding.

Comment 2: Petitioner arguesthat
because of Sonocal's poor economic
performance. the equity infusions
received by it in 1978 and all succeeding

years conferred a bounty or grant that
must be countervailed.

DOC Response:  The Department's
position isfully described in its
response to respondent's comment 3.

Comment 3: Petitioner arguesthat the
provision of freeland and free mineral
rightsto Sonocal by the Mexican
government is a countervailable subsidy
and that the value of the property grant
isthe value of the property in October,
1983, when the grant to Sonocal was
made. Petitioner suggestswe calculate a
benefit to Sonocal based on the value of
land of U.S. lime companies acrossthe
border.

DOC Response: We based our
deter mination on the evidence
concerning the value of the land as
measured in Mexico since we believe it
isinappropriate to do cross-bor der
comparisons. Asaresult of verification,
we conclude that the provisions of the
land at no cost was not inconsistent
with commercial considerationsin
Mexico and did not confer a bounty or
grant on Sonocal. We will reconsider
thisissue during thefirst review of this
order.

Comment 4: Petitioner arguesthat
plant and equipment CEPROFIs
received in the year s before 1983. when
that plant and equipment wer e used to
produce lime during the period of
investigation, must be countervailed.

DOC Response: CEPROFI s congtitute
atax deduction to recipient companies.
It isthe Department's consistent
practiceto recognize tax benefits as
one-time benefits pertaining to the year
in which they wererealized.

Comment 5; Petitioner arguesthat due
toitspoor financial performance
Sonocal should be found uncreditworthy
as of 1978.

DOC Response: Counsel for -
petitioners had accessto Sonocal's
financial statements as of June 4, 1984,
Using those statements as a basis, they
alleged uncreditworthiness on July 25.
1984, roughly one month prior to the
final determination. Considering the
complexity of analysis necessary to
investigate this allegation. we consider
it to betoo lateto be considered in this
investigation.

Comment 6: Petitioner arguesthat no
lime manufacturer should be excluded
from afinal affirmative countervailing
duty order. They state that those who
have requested exclusion submitted
certifications supporting their requests
for exclusion that were incomplete.

DOC Response:  Exclusions have been
granted where the applications were
made on a timely basis and we have
found that the companiesreceived
either no benefitsor benefitsin de
minimis amounts. Under these

circumstances exclusions are consis
with Commer ce Regulations (19 CFR
355.38).

Comment 7:: Petitioner argues that, for
loans on which Sonocal paid no
principal or interest during 1983. the
penalty rate of interest being assessed
should be compared to the penalty that
would be assessed in similar
circumstancesin a corresponding
commercial loan rather than to normal
commercial rates on sound loans.

DOC Response: Where Sonocal failed
to meet itsloan interest and principal
repayments, we treated these as new
loanstaken out at the penalty interest
rate on the datethe original payments
were due. We consider that any benefit
from the new loans should be calculated
under our normal loan methodology.
using the 1E rate as benchmark. For
every missed payment, werolled over
the previous amount of principal and
interest due and constructed a new loan
at the penalty rate and compared it to
the LE ratein effect at that time. We
calculated the present value of the
original amount of theloan asa grant
and compared it to the subsidy amount
calculated under the methodology above
to ensurethat we did not countervail
morethan if wetreated the benefit asa
grant.

Comment & Petitioner arguesthat
Mexicana de Cobrereceived a
countervailable subsidy by reason of
accelerated depreciation it is permitted
totakefor incometax purposes.
Petitioner contendsthat:

» Mexicana de Cobre'sargument that
it isnot a benefit isbased on a
computation and data that are artificial
constructswhich do not in fact disclose
the extent to which it actually applied
accelerated depreciation on particular
facilitiesin computing its taxes.

« Mexicana de Cobre's computation
ismethodologically unsound because it
does not accurately state the
depreciation the company would have
been entitled to claim on itsfacilities for
tax purposes.

« The company benefits from any
such special depreciation even in atax
lossyear: both to the extent that the
special allowance helped to reduce or
eliminate taxable earnings and to the
extent that any resulting tax loss can be
carried forward or back to other years.

DOC Response;  Since the company
incurred atax lossduring 1982 that
exceeded the amount of depreciation
taken by it. the company could not have
benefitted from this program. Any future
effectsfrom loss carry forward will be
considered in annual reviews of this
determination.

A-14
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Comment 9: Petitioner arguesthat
loans and loan guranteesto Mexicana
de Cobre should be considered to be
either directly or indirectly related to
M exicana de Cobre'slime operations
unlessit isestablished that theloan
authorization: (a) Expressly precludes
the use of the proceedsfor ancillary
oper ations such as lime production: or
(b) expresdy required dedication of the
proceeds exclusively to the acquisition
and construction of specific facilities
that are used only for production of
productsother than limeand it is clear
that related, ancillary facilities are not
covered.

DOC Response: For certain loansto
Mexicana de Cobre. we found at
verification that the loan contract
specifically stated that the intended use
of the proceedsisfor operations of the
company other than lime. We consider
this sufficient evidenceto establish that
these loans did not benefit the
company's lime production.

Comment 10: Petitioner arguesthat
thewaiver of theforeign lender tax on
loansto Mexicana de Cobreisclearly
preferential and isalso clearly a
countervailable benefit.

DOC Response: Wefind thetax
exemption isnot countervailable
because thetax isnormally paid by the
foreign lender, not the Mexican
company, and thusthe foreign lender
benefitsfrom the tax savings. As stated -
above, we looked to see if Mexicana de
Cobra benefitted from reduced interest
rateson foreign loansasaresult of this
exemption and found that it did not.

Comment 11: Petitioner contendsthat
Sonocal's CEPROFIsfor salary
adjustment may not have been granted
under the Mexican Decree of April M.
1982 as Sonocal claims. Petitioner also
contendsthat Sonocal's CEPROFIsfor
investment in machinery and equipment
aretargeted to specific priority
industries and/or regions of the country.
and thus are countervailable.

DOC Response: The documentswe
examined at verification clearly
established that Sonocal's CEPROFIsfor
salary adjustment were provided under
the Decree of April 18, 1982. Further, two
of the three CEPROFIsto Sonocal for
investment in plant and equipment are
not countervailable. They were provided
under the Decree of March 8, 1979.
which statesthat CEPROFIs of 5 percent
of theinvestment in M exican-made
equipment are availableto all industries
in all regions of Mexico, and were
shown to be provided for 5 percent of
Sonocal'sinvestment in M exican-made
machinery.

Respondents Comments

Comment 1: Counsel for Productos
Calizosde Baja California. Materiales
Titan. Industries Quimicas de Yucatan.
Apex and Refractarios Basicos (" The
Five") 'contend that Apax and
Refractarios Basicos did not receive any
benefits and should be excluded from
any final affirmative determination or, if
exclusion isdenied, receive a zero
countervailing duty deposit rate.

DOC Response: Apax and
Refractarios Basicos wer e not
considered for exclusion because they
did not submit responses or requests for
exclusion on atimely basis.

Comment 22 Counsel for The Five
argue that FONEP benefitsare generally
available and therefore FONEP should
befound not to constitute a bounty or
grant under Section 303 of the Act.

DOC Response: It was established
that these benefits were not used by the
companies under investigation, and
thereforethisissueis moot.

Comment 3: Counsel for Sonocal
arguesthat Sonocal has been an
equityworthy company thoughout its
existence, based upon:

« favorablefeasibility studiesin 1977

and 1980

* Increasing sales

« the context of Mexico'srecent

economic history

DOC Response: The evidence
presented by Sonocal's counsel has
been taken into account in our finding of
unequityworthiness. Early feasibility
studies projected successfor the
company, and the company did reflect a
profit for 1978 and 1979. However, its
later performance did not match these
projections and while the company's
salesincreased. losses continued.

It was also pointed out that adverse
economic conditions affected all
companiesin Mexico. Comparison of the
rate of return on equity for Sonocal to
that of other companiesin Mexico was
one of the factors considered by the
Department in its equityworthy
determination. We also note that
comparisons of rates of return are
performed when assessing the ad
valorem subsidy rate. Therefore, if
Sonocal's performanie was aver age or
better than the averagereturn in Mexico
during thereview period, no subsidy
rate would be found bailed upon equity
infusions.

Comment 4: Counsel for Sonocal
arguesthat it can be accountable only
for the difference between what it owes
the Mexican government In unpaid fuel
bills and what the gover nment owesiit
under the value-added tax regime and
that this difference does not represent a

subsidy becauseit isjust a salesprice
PEMEX has not yet collected.

DOC Response: We find that the
uncollected bills of PEMEX confer a
bounty or grant on Sonocal because the
delay in payment isa financial benefit
toit which appearsto be provided
solely to that company. Further, we.do
not consider the amount owed Sonocal
under the value-added tax regime an
allowable offset under section 771(6)(A)
of the Act.

Comment 5: Counsel for Sonocal
arguesthat loans and equity received
for usein connection with its unfinished
Colima plant are not countervailable
benefits because the plant has not yet
produced any of the products under
investigation.

DOC Response: Theloansand equity
received by Sonocal for its Colima plant.
which will be used exclusively to
produce lime, saved the company funds
it would otherwise have had to spend on
that project. Thisresulted in lower costs
to the company for the production of
lime. Thisbenéfit is similar to that of
fundsfor research and development and
grantsfor restructuring, which we have
in the past found countervailable.
Therefore, those loans and equity
conferred benefitsthat consititute
countervailable subsidies.

Comment & Counsel for Mexicana de
Cobrearguesthat the Department
should base its determination with
respect to the use of accelerated
depreciation upon thetax return for its
1983 fiscal year, not its 1982 fiscal year.
because such a"lag" in quantification is
inconsistent with generally accepted
accounting principles.

DOC Response: The Department hasa
consistent palicy of valuing income tax
benefits at the time of thefiling of the
official tax return when the actual
benefit to the company can be
calculated, rather than simply estimated.
Verification

In accor dance with section 776(a) of
the Act. we verified the data used in
making our final determination. During
thisverification, we followed normal
procedures, including meetings and
inspection of documentswith
government officialsand on-site
inspection of the records and operation
of the companies exporting the
mer chandise under investigation to the
United States.

Administrative Procedures

We afforded interested partiesan
opportunity to present information and
written viewsin accor dance with
Commerceregulations MATS
355.34(a)). Written views have been
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received and considered in reaching this
final determination.

Suspension of Liquidation

The suspension of liquidation ordered
in our preliminary affirmative
determination shall remain in effect with
regard to Sonocal. 1QY, Calteco and
MaterialesBYM. until further notice.
Thenet bounty or grant for duty deposit
purposesfor each of thesefirmsisas

"follows:

Ad
Manutasturetlegoonies

mus

Unocal
XI other Menulachnes/ —_— 121

Thenet bounty or grant for PCBC is
0.48 percent for Mexicana de Cobreis
0.07 percent for Incalpa. Calesde
Chiapas, Cal de Apasco, Calesde
Puebla and Materiales Titan is zero.
These are de minimis. Accordingly. the
products subject to thisinvestigation
produced by these companies are being
excluded from this determination. The
suspensionof liquidation ordered in our
preliminary affirmative countervailing
duty determination shall be terminated
with respect to thesefirms. All
estimated countervailing duties shall be
refunded and all appropriate bonds shall
bereleased for entriesof the products
under investigation manufactured by
thesefirms. - -

I'n accordance with section 706(a)(3)
of the Act. wearedirecting the U.S.
Costoms Servicetorequireacash
deposit in the amount indicated above
for each entry of lime from Mexico
which isentered or withdrawn from
war ehouse, for consumption on or after
the date of publication of thisnoticein
the Federal Register and to assess ¢
countervailing duties in accordance with
sections 706(a)(1) and 751 of the Act.

In accordance with section 751(aX1)
of the Act (19 U.S.0 1875(a)(1)), the
Department hereby Ow notice that it is
commencing an administrative review of
this order on September 11. 1984. For
further information regarding this
review, contact Richard Moreland at
(202) 377-2788.

This notice is published pursuant to
sections 303 and 708 of the Act (19
U.S.0 1303.1871e).

Cluistopher Perlin.

Acting Assistant Secretory for Trade
Administration.

(FR Doe M-211/1111 220111.40-414 *45 well
1111.1.1110 COOS 31118-0$41
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AM1111

DEPARTMENT OF COMMERCE

International Trade Administration
[C-201-4021

time From Mexico

Initiation of Changed Circumstances
Countervailing Duty Administrative
Review

AGENCY: International Trade
Administration/Import Administration,
Department of Commer ce.

AcnON: Notice of initiation of changed
circumstances countervailing duty
administrative review.

summARY: The Department of
Commerceisinitiating a changed
circumstances administrative review of
the countervailing duty order on lime
from Mexico. In thisreview, we will
determine whether bountiesor grants
received by Sonocal continueto provide
benefitsto Bomintzha. Thisreview will
be conducted for the purpose of

deter mining whether the deposit rate of
estimated countervailing duties for
exports by Bomintzha should be
changed.

EFFECTIVE OA= August 2.1988.

FOR FURTHER INFORMATION CONTACT:
Terri Ann Benny or Paul McGarr. Office
of Compliance. International Trade
Administration. U.S. Department of
Commer ce. Washington. DC 20230:
telephone: (202) 377-3337.
SUPPLEMENTARY INFORMATION

Background

On September 11, 1984. the
Department of Commerce (" the
Department") published in the Federal
Register (49 FR 35872) a notice of final
affirmative countervailing duty
determination and countervailing duty
order on limefrom Mexico. The order.

which excluded seven firms, established
rates of cash deposit of estimated
countervailing duties of 55.89 percent for
Sonocal and 1.21 percent for all other
firms. On April 14, 1987. after receiving
information that lime produced at the
Sonocal facility was being exported
under a new company name, Bomintzha.
the Department instructed the U.S.
Customs Service to collect estimated
countervailing duties on exports by
Bomintzha at the same 55.89 percent
rate applicable to Sonocal. We had also
received some information concerning
the purchase of Sonocal by Bomintzha
along with a claim that the purchase
was an arm's-length transaction. But,
given our final determination that
Sonocal had benefited from substantial
bounties or grants. we could not
consider Bomintzha a new company,
eligible for the 1.21 percent "ail other"
rate, absent an administrative review. In
such areview we could determine
whether Bomintzha had benefited from
a pass through of benefits received by
Sonocal or whether, absent such
benefits. Bomintzha should be subject to
a country-wide countervailing duty rate.

On. September 30. 1987, the
Government of Mexico requested in
accordance with 19 CFR 355.10 an
administrativereview of the order for
calendar year 1988. We published the
initiation of the administrative review
on October 20. 1987. On April 15and
July 7, 1988, wereceived requests from
Bomintzha that the ongoing review
covering 1988 exports be expanded to
include 1987 exports because
Bomintzha, which exported in 1987 but
not in 1988, could not demonstr ate that
it did not receive countervailable
benefitswithout theinclusion of the
1987 period. Under our normal
procedures, the opportunity to request a
review for calendar year 1987 would not
occur until September 1988. On July 21,
1988, we received a request from the
Government of Mexico for a changed
circumstances administrative review of
thisorder in accordance with section
751(b) of the Tariff Act of 1930.

The Government of Mexico requested
the section 751(b) review because of the
unusual circumstances present in this
case and because the huge difference
between the 55.89 percent rate and the
1.21 percent " all other" rateimposed a
consider able burden on Bomintzha. Asa
way to remedy. thissitution as soon as
possible, the Mexican gover nment
requested that the section 751(b) review
addresstheissue of the potential pass
through of benefitsin the Sonocal/
Bomintzha transaction and. pending

completion of the 1980 and 1087 review s.
establish a cash deposit of estimated
countervailing duties fur Bornintzlia at
the 1.21 percent "all other” rate.

Initiation of Review

In accordance with section 751(b) of
the Tariff Act of 1930. we are initiating a
changed circumstances administrative
review of the countervailing duty order
on lime from Mexico. In this review, we
will determine whether bounties or
grants received by Sonocal continue to
provide benefits to Bornintzha. The
review will be conducted to determine
whether the deposit rate of estimated
countervailing duties for exports by
Bomintzha should be changed to the "all
other" rate. We till intend to complete
the section 751(a) review for the 1986
period and, if requested during the
anniversary month. for the 1987 period.

We believe that there are "changed
circumstances sufficient to warrant
review," as defined by section 355.41(b)
of the Commerce Regulations. for the
following reasons:. (1) Information
submitted by Bomintzhain the section
751(a) review of calendar year 1986
provides a sufficient basis for examining
the circumstances associated with the
sale of Sonocal to Bomintzha: (2)
because Bomintzha did not export
during 1988, completion of the section
751(a) review for that period will not
result in the determination of
assessment and estimated
countervailing duty deposit rates based
on Bomintzha's exports; (3) maintaining
an estimated duty deposit rate that
includes benefits received by Sonocal
until completion of the 1987 section
751(a) review may constitute an
excessive burden on Bomintzha: (4) a
review under section 751(b) providesan
expeditious means by which to examine
the nature of the Sonocal/Bomintzha
transaction and the impact on
Bomintzha of bounties and grants
received by Sonocal; and (5) conduct of
thisreview would not impose an
administrative burden on the
Department. ¢

Thisinitiation and noticearein
accor dance with section 751(b) of the
Tariff Act of 1930 (19 U.S.C. 1675(b)) and
19 CFR 355.41(b).

Date: July 27,1988.
Jan W. Mares,
Assistant Secretary. Import Administration.
(FR Doc. 88-17378 Filed 8-1-88: 8:45 am)
IDLLING CODE 3610-08-M
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[C-201-4021

Ume From Mexico; Preliminary Results
of Changed Circumstances
Countervailing Duty Administrative
Review

AGENCY: International Trade
Administration/Import Administration.
Department of Commerce.

ACTION: Notice of preliminary results of
changed circumstances countervailing
duty administrative review.

SUMMARY: The Department of
Commerce has conducted a changed
circumstances administrative review of
the countervailing duty order on lime
from Mexico. We preliminarily
determine that. following the sale of
Sonocal to Bomintzha. bounties or
grants previously received by Sonocal
do not provide benefits to Bomintzha.
We also preliminarily determine that the
deposit rate of estimated countervailing
duties for Bomintzhais the "al other"
rate currently in effect of 1.21 percent ad
valorem. We invite interested parties to
comment on these preliminary results.

EFFECTIVE DATE January 17. 1989.

FOR FURTHER INFORMATION CONTACT:
Paul McGarr or Bernard Carreau. Office
of Countervailing Compliance.
International Trade Administration, U.S.
Department of Commer ce. Washington.
DC 20230: telephone: (202) 377-2786.

SUPPLEMENTARY INFORMATION:

Background

On September 11, 1984. the
Department of Commerce (" the
Department" ) published in the Federal
Register (49 FR 35672) a notice of final
affirmative countervailing duty
determination and countervailing duty
crrdir on limefrom Mexico. Theorder.
which excluded seven firms. established
rates of cash deposit of estimated
countervailing duties of 55.89 percent for
one firm, Sonocal, and 1.21 percent for
all other firms. Theserates are still
applicable.

On July 21. 1988. the Government of
Mexico requested a changed
circumstances administrative review of
thisorder in accordance with section
751(b) of the Tariff Act of 1930 ("the
Tariff Act"). The Government of Mexico
requested the Department to examine
the purchase of Sonocal by Bomintzha
(" Sociedad Cooperativa E.E.R.R.
Bomintzha. S.C.L.") and to determine
whether thetransaction wasat "arm's
length," thereby permitting the
Department to apply to Bomintzhathe
"all other" ratefor purposes of cash
deposit of estimated countervailing
duties. A-20
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On August 2. 1983. the Department
published in the Federal Register (53 FR
29076) a notice of initiation of changed
circumstances administrative review of
the countervailing duty order on lime
from Mexico. We stated that, in this
review, we would determine whether an
€ tual saletook place and whether
heunties or grants received by Sonocal
continued tc provide benefits to
Uomintzha. We further stated that the
review would be conducted to
determine whether the rate of cash
deposit of estimated countervailing
duties for exports by Bomintzha should
be changed to the "all other" rate.

Scope of Review

The United States, under the auspices
of the Customers Cooperation council.
has developed a syetem or tariff
classification based on the international
harmonized system of customs
nomenclature. On January 1, 1989, the
United States fully converted to the
Harmonized Tariff Schedule (HTS) as
provided for in section 1201 el seq. of
the Omnibus Trade and
Competitiveness Act of 1988. All
merchandise entered. or withdrawn
from warehouse, for consumption on or
after thisdate is now classified solely
according to the appropriate FITS item
runiber(s).

Imports covered by this review are
shipments from Mexico by Bomintzha of
calcium oxide (CaO), commonly called
quicklime or lime. and calcium
hydroxide [Ca(OH), ), commonly called
hydrated lime or hydrate. These
products are currently classifiable under
FITS item numbers 2520.20.00. 2522.10.00
and 2522.30.00. u.

Analysis of the Transaction

On September 2. 1986. Bomintzha
signed a contract for the purchase of
Sonocal. The co-signersincluded a
commercial bank acting as the
government's agent for the sale, and the
various government entities that
together owned all of Sonocal's shares.
In purchasing 100 percent of Sonocal's
shares. Bomintzha acquired all of
Sonocal's assets and liabilities with the.
exception of Sonocal's bank debt, which
was assumed by the Government of
Mexico.

The sale of Sonocal took place under
the auspices of a program. begun by the
Mexican government in 1983. for
rationalizing the parastatal sector and
privatizing parastatal companiesin
nonpriority sectors. (A parastatal
company isonethat isowned in whole
or in part by the government.) Aspart of
this program, numerous par astatal
companies wer e liquidated. mer ged.
terminated or sold. For each company to

be sold. the government appointed a
major bank as its agent for conducting
the sale. The agent was charged with
undertaking studies to evaluate the
company in preparation for its sale.
announcing the sale in the media.
preparing atimetable for the receipt of
bids, and defining the terms and
arrangements for the sale. In conducting
the sale, the agent, who received a
commission based on the sales price,
was to consider the various goals of
privatization. among them ensuring the
economic viability of the company and
preserving productive capacity and
employment. Agents were expected to
seek the best conditions of sale fur the
government but, at the same time, were
authorized to be pragmatic and flexible.
The assumption of bank debt, where
conditions warranted, was one of the
procedures authorized by the
governmental committee overseeing the
sale of parastatals.

On January 20. 1986, a public notice
appeared in newspapers nationwide
that Simone!, along with other
parastatals, was for sale. The notice
announced that interested parties were
to contact the designated agent for more
information. Prospective buyers were
able to obtain the independent
appraisals of Sonocal's physical assets.
avaluation of itsland, geological studies
of Sonocal's limestone deposits, and
Sonocal'sfinancial statementsfrom the
gover nment's designated agent.

Before making its bid, Bomintzha
made an on-site inspection of the
Sonocal plant and itslimestone
deposits. As part of its bid. Bomintzha
submitted its own financial statements,
statements of financial condition and
financial forecasts, along with relevant
informktion err its experience and future
plans.

The agent accepted Bomintzha's bid
and recommended the bid for approval
to the governmental committee
overseeing the sale of parastatals. On
May 15. 1986, in aletter to the agent. the
committee stated that it had determined.
following a financial analysis of Sonocal
aswell asthe various bids to buy it. that
selling Sonocal to Bomintzha assured
the best conditionsfor the gover nment
and that the government would assume
Sonocal's bank debt.

In analyzing the sale of Sonocal to
Bomintzha, we stated in our initiation of
this changed circumstancesreview that
we had two concerns: (1) Whether
owner ship of Sonocal was actually
transferred such that Sonocal, which
Was a 100-per cent gover nment-owned
company when we made our final
determination, ceased to exist: and (2)
whether bountiesor gruntsreceived by

Sonocal continue tc provide benefits to
Bomintzha.

Based on the terms of the September
2. 1988 purchase contract. we conclude
that ownership of Sonocal was
transferred to Bomintzha. Bomintzha
financed the purchase with loans from
the Mexican government (see below)
and now owns Sonocal in much the
same way as any purchaser owns
mortgaged property. Therefore, we
preliminarily determine that Sonocal is
no longer a government-owned
company.

With respect to the question of
whether bounties or grants received by
Sonocal continue to benefit Bomintzha
(i.e.., whether such benefits were passed
through to Bomintzha), we based our
analysis on the proposition that. to the
extent that the price paid for a
government-owned company reflects the
company's market value. we believeit is
reasonable to presume, as outlined
below, that any countervailable benefits
previously granted to the company are
fully reflected in the purchase price and
that such benefits are not passed
through to the purchaser.

In our final deter mination, we found
thefollowing benefitsto Sonocal
countervailable: government equity
infusions since 1982, which we
determined was the year that Sonocal
became unequityworthy; delayed fuel
payments to Pemex (the government-
owned oil monopoly), which we
considered to be interest-free loans: and
various types of preferential leans.

The government equity infusions,
which ceased as aresult of the sale.
increased Sonocal's net worth. The
continued obligation for operating
liabilities. such as Sonocal's unpaid
Pemex bills. had the effect of decreasing
the company's net worth. Finally. with
the government's assumption of
Sonocal's bank debt, the company's net
worth increased. As a consequence, any
effect from the countervailable benefits
provided to Sonocal would bereflected
in Sonocal's current net worth. and a
prospective buyer would take the
current net worth into account when
estimating Sonocal's market value and
making an offer.

Ultimately, a company'svalueis
whatever pricethe market will bear,
regardless of its net worth. Thus, whilea
logical starting point for analyzing
Sonocal's market value is the value of
its assets minus liabilities (" net L.vorth ),
we recognize that Sonocal's net worth.
or the appraised value of its physical
assets, or any other objective measure
of itsvalue, isnot necelsadly an
accurate measure of it tket value.
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innumerabl e factors can influence a
ornoany's market value. some of the

most important being a company's net
worth and the value of its physical
assets. While some of these factors are
meueurable. many factors whose value
isciifficult to quantify also affect the
r..askot value, such as future
expecte lions of inflation. recession. or
cl-.ungesin interest rates.

To ensure that market forces are
gitowed to operate. an important
consideration is whether an open.
competitive bidding process is in place.
We have examined the bidding process
and the Government of Mexico's stated
goals for the sale of Sonocal and other
parastatais. The Gavernment of
Mexico's agent conducted an open
bidding process. in which Bomintzha
partidated'along with other bidders.
Domintzha's bid was selected by the

:rent and subsequently approved by the
Mexican government as representing the
best conditions of salefor the
government. In addition to the price
offerathe agent had to consider
various factors in making this
determination. among them the
continued economic viability of the
company and the preservation of
employment.

Although the Mexican government
had goals other than solely to maximize
its financial return when selling
parastatals. it does not necessarily
follow that, with such goals, the
Mexican government's sale of Sonocal
provided a benefit to Bomintzha. All
prospective buyers were subject to the
same conditions and were eval uated
with the same goalsin mind. Any
conditions attached to the sale had to be
talc:a into consideration by prospective
buyers and, to the extent that these
conditions (such as the obligation to

« make necessary investments and
maintain employment) were per ceived
as acting to the detriment rather than
the benefit of the buyer. they may have
resulted in lower bids. However, the
lower level of bidding would not provide
abenefit to the eventual buyer if it
merely reflected the perception of
additional risk and cost attached to the
purchase. In this context. accepting the
bid that represented the best termsfor
the government could still indicate that
the tendered price reflected the
company's market value.

At the time of the sale. Sonocal wasin
considerable financia difficulty. Its
accumulated losses wer e well in excess
of itspaid-in capital. It had bank debt
nearly equal to the appraised value of
its physical assets and in excess of the
price offered by Bomintzha. With the
Mexican government's assumption of

Sunucars bank debt. Sonocal's net
worth was somewhat higher than
Bomintzha's bid and somewhat lower
than the appraised value of the physical
assets.

In determining an appropriate sales
price for Sonocal. a prospective buyer
and the Mexican government would
have had to consider many factors.
including: the current market demand
for the company's products; the
condition of its physcial assets and the
need for any major repairs: the degree of
technical sophistication of the
machinery: and the recent and expected
financial performance of the company.
Depending en the results of such an
analysis. the partiesinvolved in the sale
could have determined that Sonocal was
either overvalued or undervalued in
relation to thevaluethat appeared in its
financial records. After assessing
Sonocal's value based on such factors, a
prospective buyer would have offered
what he estimated would be a
successful bid and the Mexican
government would have had to
determine what was an acceptable bid.

Sonocal had been cut off from a
substantial portion of itstraditional
market in the United States by the high
countervailing duty rate. In purchasing
Sonocal. Bomintzha expected that the
countervailing duty would no longer be
applicable and had reason to believe
that itslong-term market prospectswere
very good. Bomintzha, aswell as other
bidders, had an opportunity to inspect
Sonocal's physical plant, and while
Bomintzha's subsequent problemswith
repairsand plant operation suggest that
the condition of the equipment was far
from optimal, we have no evidence that
Bominfzha or the M exican gover nment
was awar e of thisat the time of the sale.
Therefore. we have no reason to assume
that the value of the physical assets was
anything lessthan the value recorded in
the June 30. 1988 balance shest, a
document that was considered in the
purchase contract to be an accurate
representation of Sonocal's current
financial condition.

However. Sonocal's financial
performancein the several yearsprior to
the sale was daunting. It had not made a
profit in morethan fiveyears. In 1984
and 1985, the two completed fiscal years
prior tothe sale. Sonocal's combined
losses exceeded the total value of its
paid-in capital. At thetime of the sale.
its accumulated losses accounted for
half of itstotal liabilities. Even in the
first six months of 1986, its losses were
well in excess of the difference between
the price Bomintzha paid and Sonocal's
net worth. On thisbasis alone, the
purpose of Sonocal clearly involved a

risk. Any potential buyer. however
confident in his ability to turn the
company around. would have expected
continued Icsses in the near term. At the
same time. the Mexican government
would have had to take Sonocal's
finanical condition into consideration in
determining what it could expect to
receive for Sonocal.

Given such dire financial
circumstances. a seller would weigh
heavily the alternative of continued
substantial losses and declining net
worth in determining the reasonabl eeese
of any offer. A buyer, faced with the
inherent risk in purchasing such a
company. would have to factor io tize
costs of making the company vial;he. tor
the cost of possible failure) agaiait any
objective measure of the company's
value, such as the appraised value of its
physical assets or its net worth. In this
context, the price that the Mexican
government accepted appears
reasonable because that price. although
lower than these measures of Sonoca's
value. reflectstherisksinvolved in
purchasing Sonocal. On thisbasis, we
preliminarily determinethat the price
Bomintzha paid reflected Sonocal's
market value and, therefore. that no
benefitsto Sonocal passed through to
Bomintzha.

The petitioners have alleged that the
terms of the mortgage obtained by
Bomintzha from the Mexican
government are preferential. Based on
this premise. they concludethat the
Department must determine that
bounties or grants provided to Sonocat
passed through to Bomintzha. We do no'
agree. If the financing wer e preferential.
we would consider it a benefit provided
directly to Bomintzha and, therefore.
outside the scope of thisreview. The
purpose of thisreview isvery limited—
to determine whether, pending
completion of a section 751(a) review.
Bomintzha should be subject to therate
of cash deposit of estimated
countervailing duties applicable to
Sonocal or therate applicableto all
other. including new, exporters. We will
examine the mortgage termsand any
other potential benefits provided to
Bomintzhain therecently initiated
section 751(a) administrative review fur
calendar year 1987 and any subsequent
reviews, if requested.

Preliminary Results of Review

As aresult of our review, we
preliminarily determine that bounties or
grants provided by the Government of
Mexico to Sonocal beforeits saleto
Bomintzha in 1988 do not continue to
provide benefits to Bomineaket22
Therefore, the Department preliminaril
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determinesthat the appropriaterate of
cash deposit of estimated countervailing
dutiesfor Bomintzha's exports of timeto
the United Statesisthe " all otheC rate
of 1.21 percent od valorem.

The Department intendsto instruct
the Customs Service to coflect a cash
deposit of estimated countervailing
duties of 1.21 percent of thef.o.b. invoice
price on shipments from Bomintzha of
thismerchandise entered. or withdrawn
from war ehouse. for consumption on or
after the date of publication of thefinal
results of thisadministrativereview.
Thisdeposit requimment shall remain in
effect until publication of thefinal
results ofthe next administrative
review.

Interested parties may submit written
comments on these preliminary results
within 30 days of the date of publication
of thisnotice, and may request
disclosure and/or a hearing within
seven days of the date of publication.
Any hearing, if requested, will be held
30 daysfrom the date of publication or
the next workday following.

Any request for an administrative
protective order must be made no later
than five days after the date of
publication. The Department will
publish thefinal results of this
administrative review including the
resultsof itsanalysis of issuesraised in
any such written commentsor at a
hearing.

Thisadministrative review and notice
arein accordance with section 751(b)(1)
of the Tariff Act (19 U.S.0 1075(b)(1))
and 19 CFR 355.41(b).

Date: January 9. 1989.

Jan W. Mares.
Assistant Secretory for Import
:administration.

(FR Doe. 89-1007 Filed 1-13411k INS aml
NUNES COO[ 10.011-11
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DePurriaber op COMIAIEM
International Trade Administraden

initiation of Antidumping and
Countervailing Duty Adminidradve
Reviews

AGENCY: International Trade
Administration/Import Adsdnistmtion.
Commetce. T =
Arnow Notice OE{‘] aded= of
antidumping end comiteneiling duty
administrative teviews. -

lidannutv: The Department of
Commerce has received requests to
conduct adminhrtrative reviews of
various antidumping and countervailing
dutﬁr orders and findings. In accordance
with the Commerce Regulations, we are
initiating those administrative reviews.

IPPOCTIVII DATE December 5. 198d

PON PORTION NOPORMATION CONTACT:
Bernard T. Cartreau or Richard W.
Moteland. Office of Countetvailin
Compliance or Office of Antidumping
Compliance, International Trade
Admunistration. U.S. Department of
Commerce. Washington. DC 33230:
telephone (202) 377-4733/2788

OUPPLINIONTARY INPORMATIOIC
Bacigpound

- On August 13. 1985. the Department of
Commerce Oho Department')
gublished in the Federal Register 150 FR

2538) a notice outlining the procedures
for requesting administrative reviews.
The Department has received timel
l‘eq{.’IVCStS, in accordance with $f 35%5321
OW. (OM. (aX3), and 355.10(eX1) of .
the Commerce Regulations. for
administrative reviews of various
antidumping and countervailing duty
orders and findings.

Initiation of Ravine;

In accordance with I§ 333.53a(c) and
355.10(c) of the Commerce Regulations,
we are initiating administrative reviews
of the following antidumping and ' ¢
countetvailing duty orders and findings.
We intend to issue the final results
these reviews no later than November
30, 1989. ,

Pedods to
be reviewed
least Freers Cut Roses (C-504-064).. 10/1/87
9/30/87.
Mod= Urns (C-201-402) 1/1/87 to
12/31/87.
Modem Portland Hydraulic Cement 1/1/87 to
end Cement Clinitor (C-201 _013), 12/31/87
NN ?mien* Uwe Meet 4C-414. 4/1/87to 3/

sow 31/88.

Nem Zeeland Ned Wire (C-61s- 7/1/87to 6/
001). 30/811.

Sweden Cardin Cuban Sled Piltd- 1/1/57 to
was (0°401-404 12/31/%2.

ETLRN EAN R

Pariods
bo ssviewed

Asidomplas Only Proseedlage
sal Pima ,

Conde Relpleoareent Parts tor SsII. W01/67 to
Propel ed 011luminows Paving x/31/IM.
likeripsawit IA-122.0611.

Rites= Ma .

INN: Prawn SeireNve Reads Tape
411-47114110).

blend

10/01/117
11/30/1111,

Ream
Apex Tapered Road Swings and 3i23/11T
Pads Owed finialved and Wan- W30/111.
Weed 4163111-0114),
Kaye &Re

PRO Odium Maids (A*400-4:07) 10/01/ST
/30/N
Staxaltwa
PRO Omega PolyverarfOotion Peba. 11/01/47
dolls 4A-670-UM. 11031/11.
ilmeriNat
PRO Shop Towle al Colon (a- 10/01187 ft
VO0-001. 11/30/1111,
MART
Caleada
Cdieeneiv
Feb* Emespciee
Chins RINIOIMB
Transiwentle atlas ¢
United Kingdom c Forged| $/w/87 ®
Neal CramludiNte (A-4124M 31708
United Engineering a Forging e e
Ca11111r11.11. Culp Protteedlege | . . .., -
Ikaidt Carted Apt:WNW Nag.| /v87
Toole (C-351-400. wwn/e.
Inds Careen bon Meld Camino| 171/87 ®
(C-433-4113). 3.

Interested parties are encouraged to
submit applications for administrative
protective orders as early as possible in
the review process.

These initiations and this notice are In
accordance with section 751&21 of the
Tariff Act 0£1930 (19 U.S.C. 1875(a)) and
19 CFR 353.53a(c) and 335.10(c).

Tonia  Seetrini.
Dopey Assistant Secretary for Compliance.

Date Novembet  lerd

(FR Dim IS-VISO Ma 114-1* 615 sotl ¢
MLitt 001111 11811141)e11 - o
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MAP OF SOUTHWEST REGION
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