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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

" [AA1921-184]
PORTLAND HYDRAULIC CEMENT FROM CANADA

Determination of No Injury or Likelihood Thereof

On June 23, 1978, thg United States International Trade Commission
received adyige from the Depart%ent of the.Treasury that}portland hydraulic
cement from Canada is being, or is likely»to be, 561d ét less than fair value
within the meaning of the Antidumping Act, 1921, as amended (19 U.5.C. 160(a)).
Accordingly, on June 29, 1978, the Commission instituted investigation No.
AA1921-184 under section 201(a) of said act to determine whether an industry
in the United States is being,or is likély to be injured, or is prevented
from being established, by reason of the importation of such merchandise
into the United States. For purposes of Treasury's determination, the term
""portland hydraulic cement" refers to portland hydraulic cement, other than
white non-staining.

Notices of the institution of the investigation and of the public

hearing held in connection therewith were published in the Federal Register
on July 6, 1978, (43 F.R. 29192); On July 26-28, 1978, a hearing was held
in Washington, D.C. at which all personswho requested the opportunity were
permitted to appear by counsel or in person.

In arriving at its determination, the Commission gave due con-
sideration to all written submissions from interested persons and information
adduced at the hearing as well as information obtained by the Commission's

staff from questionnaires, personal interviews, and other sources.



On the basis of information developed in investigation No. AA1921-184,
the Commission has determined (Commissioner George M. Moore dissenting and
Chairman Joseph O. Parker and Commissioner Daniel Minchew not participating)
that an industry in the United States is not being and is not likely to be
injured, and is not prevented from being established by reason of the importa-
tion of portland hydraulic cement from Canada that is being, or is likely to
be, sold at less than fair value within the meaning of the Antidumping Act,'.
1921, as amended. Commissioner George M. Moore determined that an industry
in the United States is being injured by reason of the importation of portland
hydraulic cement into the United States from Canada that is being sold at less

than fair value within the meaning of the Antidumping Act, 1921, as amended.



. Statcment of reasonéiof Commissioner Catherine Bedellll/

In order for a Commissioner to make an affirmative determination
in an investigation under the Antidumping Act, 1921, as amended (19 U.S.C.
160(a)), it is necessary to findithat an industry in the United States is
being or is likely to be injured; or is prevented from being established, E/

and the injury or likelihood thereof must be by reason of imports at less

than fair value (LTFV).

Determination

On the basis of information obtained in this investigation, I
determine that an industry in the United States is not being injured and
is not likely to be injured by reason of the importation of portland
hydraulic cement from Canada, which the Department of the Treasury (Treasury)

has determined is being, or is likely to be, sold at LTFV.

The imported article and the domestic industry

Portland hydraulic cement other than white nonstaining, the subject
of this investigation, is a majof building material and is.used in road and
building construction. A comparable class of merchandise is produced in’
the United States by 57 companies at 163 plants. I consider the relevant
induétry in this investigation to consist of those facilities in the United

States devoted to the production of portland hydraulic cement but where

1/ Commissioner Italo H. Ablondi concurs in the result.
2/ Prevention of the establishment of an industry is not an issue in this
investigation and will not be discussed further.



the possible impact of LTFV sales is on the producers serving the northeast

regional market. 1/

LTFV sales

The Treasury investigation covered sales during the period April
1, 1977, to August 31, 1977. The investigation was limited to four companies
who together accounted for about 84 percent of all sales of portland
hydraulic cement from Canada to the United States. Comparisons were
made on about 72 percent of the portland hydraulic cement sold for export
to the United States by the four producers investigated. Treasury found
LTFV margins on the following percentages of sales by these manufacturers:
100 percent of the sales by Miron Co., Ltd.; 51 percent of sales by Lake
Ontario Cement, Ltd.; 78 percent of the sales by Canada Cement Lafarge,
Ltd.; and 99 percent of the sales by St. Lawrence Cement Co. Treasury

found the weighted average of the four Canadian producers to be 50.1 percent.

Industry "regional" in character

The statute requires the Commission to make its determination

based upon "an industry in the United States.'" It is recognized, however,

that an industry may be considered "regional" in character particularly
where: (1) domestic producers of an article are located regionally and

serve a particular regional market predominantly or exclusively, and (2)

'
'

the LTFV imports are concentrated primarily in the regional market. 2/ 1In

1/ The northeast market includes the States of New York, Maine, New
Hampshire, Vermont, Massachusetts, Connecticut, and Rhode Island.
2/ U.S. Senate, report of the Committee on Finance to Accompany H.R. 10710,

Trade Act of 1974, S. Rept. No. 93-1298 (93rd Cong., 2nd Sess.) 1974 at pp.
180-81.



this case, both criteria are met as respects fhe northeast market. First,
tranSportatibn costs tend to prohibit shipment of portland hydraulic cement
for sale at competitive prices more than 300 miles from the producing plant.
Second, LTFV salés were reported by Treasury only as to those shipments

to this market, over 80% of imports from Canada being to this market;

price comparisons also were made by Treasury only on the four firms that
shipped the major part of their exports to the northeast market.

The cement industry singularly has been one of those with respect
to which it has been well-recognized that there are separate geographical
marketing areas. In a 1978 publication of the Portland Cement Assdciation,
1/ it is stated in part:

Cement manufacture is a regional industfy primarily because
of the low value-to-weight ratio of the product. Cement
plants tend to be located 150 to 200 miles of their principal
markets. Beyond that distance, overland transportation

costs become excessive in relation to the value of the pro-
duct.

The regional character of the industry tends to be diluted to
some extent by shipments made much greater distances than 200 or 300 miles
in circumstances where prices are favorable and demand is great or water
transportation facilities areAavailable to the producer. Nevertheless,
the evidence in this case is generally supportive of the regional market
concept of the cement industry at this time, and most careful consideration
has been given to this matter in this determination. The regional market

concept was recognized by the Commission in previous cement antidumping

determinations.

1/ The U.S. Cement Industry an Economic Report, p. 6.




Injury to U.S. industry not caused by LTFV sales

Whatever injury the domestic industry is suffering, it is not

by reason of imports sold at LTFV,

Domestic industry - conditions as a whole

The U.S. cement industry as a whole is prospering throughout
the United States with the exception of certain geographical areas such
as the northeast market. Production, prices, plant utilization, and employ-
ment are increasing; wages are high in comparison to other industries.

There are severe shortages in various parts of the United States and all
economic predictions are that the shortage will become more acute in the
near future. The indicatiohs are that shortages are even being felt in
some of the georgraphical market areas in which economic conditions relating
to theuse of cement are depressed.

Employment in the hydraulic cement industry, labor productivity,
and average earnings of production and related workers all increased markedly
during the 1975-77 period. The average earnings increased 25 percent during
this period compared with an 11 percent increase for construction workers
and 16 percent for all manufacturing workers.

Plant utilization increased nationally from 62.9 percent to 75
percent during the 1975-77 period based on total annual grinding capacity.
In 1977, the industry had increased the grinding output to a total of 76
million short tons; the total grinding capacity of the U.S. plants is 104

million short tons.



Northeast market conditions

Economic recession

U.S. coﬁsumption in the northeast market decreased annually during
the 1975-77 period from 4.8 million tons to 4.5 million tons. Consumption
in the January-March1978 perigd in the northeast market increased 2 percent
over the same period in 1977, an indication that economic recovery is
beginning in this market. Concrete and concrete products are essential
in practically all construction and demand for cement as a raw material
for concrete is heavily dependent on construction activity. All indications
are that much of the United States recovered much more quickly than the
northeast area and that there have been and are severe shortages of cement
in many other areas. In fact, shortages are beginning to appear presently
in some local areas of the northeast market.

Severe competition in the northeast market

The large number of domestic facilities selling in the northeast
market where consumption was decreasing resulted in severe competition,
especially since some of the facilities were situated so their sales were
restricted to this market while others were situated to enable some sales
to adjacent markets. There was no substantial evidence that the Canadians
were the leaders to decrease the price of cement. Two instances were
found where a lower price for the Canadian product was considered as one
of the factors in the decision to purchase. All other indications were

that the prices in some city areas in the northeast market were lower for



the domestic product and in other city areas the Canadian product was lower-
priced. There did not appear to be any indication of a predominance of
one or the other type of circumstance. There were, however, several inci-
dents of domestic producers cutting the price and holding the line on such
price when increases were announced either by other domestic companies or
Canadian importers. By and large, the sellers of Canadian cement were within
the range of prices of a local area.

Many of the purchasers of cement in the northeast market have
been using Canadian cement for many years, others stated that the shortage
in 1973 resulted in the purchase of the Canadian product as the prime or
alternate source of supply of cement. Many purchasers asserted better
service and delivery of the Canadian product.

"White" sale of inventory of closed plant

Subsequent to the announcement of the closing of the Universal
Atlas plant at Hudson, New York, in September 1976, thefe was an inventory
disposal sale at discount prices which resulted in fairly widespread price
decreases. The majority of the cement customers contacted with respect to
possible lost sales by the domestic industry to Canadian cement contended
that the domestic industry overreacted to happenings and reduced prices
prematurely. The inventory disposal sale resulted in fairly widespread
price decreases. '

!

No tangible evidence of price suppression

It has not been established that the presence of the LTFV cement

in the northeast market caused a suppression of price.’ Although New York

City in this case has been considered to be a part of the northeast market,



little or no Canadian cement acutally entered into that city's market.
Prices, neverfheless, weré'less during the 1975-1977 period than in most
areas of the United Stétes. Again, in Philadelphia, which was not consid-
ered to be a parﬁ of the northeast market, and where there was little or
no Canadian cement in the market, prices were more depressed than in the
nor theast market. |

+

Increased fuel and environmental costs

Although separate figures are not readily available as to fuel
and environmental costs in the northeast area, the cement industry as a
whole has been particularly adversely affected by increasing fuel and power
prices. Energy costs represent about 40 percent of the cost of finished
cement.

The domestic cement industry has estimated that $500 million was
spent by cement producers during the period 1971-77 in order to comply with
air, water-control and land-use regulations.

Employment

One of the most important factors in considering whether there
is injury to a domestic industry is what the employment situation is in
the industry. Counsel for the Glen Falls Division of the Flintkote Co.,
which initially presented information to the Treasury Department resulting
in the antidumping investigation, remarked in his opening statement at the
Commission hearing that the Commission was not going to find that employees
were laid off, 1/ and our investigation provided no statistics to support a

finding of lessened employment in the northeast market.

1/ Transcript of the hearing, p. 12.
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Utilization of production facilities increased

Capacity utilization in the northeast market from the period 1975-
77 increased from 62 pércent to 77 percent, the largest percentage increase
of the various geographical markets for the entire U.S. cement industry.
One of the main reasons for the increased utilization in the northeast area
was that there were three cement plant closings, apparently old facilities

which were not in compliance with environmental regulations.

Findings of no present injury

Due to the particular circumstances in the industry as a whole
in the United States, there is no possibility of finding injury by reason
of sales at LTFV if consideration is given to the industry and its national
market. It is also most evident from the facts and circumstances that even
taking cognizance of a geographical market area, referred to as the northeast

market, there is no present injury.

No likelihood of injury by reason of LTFV sales

I also determine that there is no likelihood of injury to
the domestic industry producing portland hydraulic cement that sells
a substantial part of its output in the northeast market. Increased
apparent consumption and recent price increase announcements are an
indication that demand for cement is on the upswing even in the north-
east market. Indeed, much evidence has been recently submitted indi-
cating that the cement shortage already evident in many other areas
of the country is beginning to apﬁear in the northeast.Q The four

Canadian companies found by Treasury to be making LTFV sales, and

10
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other Canadian producers, are receiving purchasé orders from many
areas of the United States and are finding it difficult to keep up

with the growing demand for their output.

11
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Statement of reasons of Vice Chairman Bill Alberger

In order for a Commissioner to make an affirmative determination in
an investigation under the Antidumping Act, 1921, as amended (19 U.S.C.
160(a)), it is necessary to find that an industry in the United States is
being or is likely to be injured, or is prevented from being established, 1/
and the injury or likelihood thereof must be by reason of imports at less

than fair value (LTFV).

Determination

On the basis of information obtained in this investigation, I deter-
mine that an industry in the United States is not being injured and is not
likely to be injured by reason of the importation of portland hydraulic
cement from Canada, which the Department of the Treasury (Treasury) has

determined is being, or is likely to be, sold at LTFV.

The imported artiéleé and the domestic industry

Portland hydraulic cement other than white nonstaining, the subject of
this investigation, is a major building material and is used in road and
building construction. I consider the relevant industry in this investiga-
tion to be those facilities in the United States devoted to the production

of portland hydraulic cement. In 1977, portland hydraulic cement was produced

'
[

by 57 companies in 163 plants.

1/ Prevention of the establishment of an industry is not an issue in
this investigation and will not be discussed further.

12
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LTFV sales

The Treaéury investigéfion covered sales during the period April 1,
1977, to August 31, 1977. The investigation was limited to four companies
who together accounted for about 84 percent of all sales of portland
hydraulic cement from Canada to the United States. Comparisons were made
on about 72 percent of the porytland hydraulic cement sold for export to
the United States by the four producers investigated. Treasury found LTFV
margins on the following percentages of sales by these manufacturers:

100 percent of the sales by Miron Co., Ltd.; 51 percent of sales by Lake
Ontario Cement, Ltd.; 78 percent of the sales by Canada Cement Lafarge,
Ltd.; and 99 percent of the sales by St. Lawrence Cement Co. Treasury
found the weighted average margin of the four Canadian producers to be

50.1 percent.

The issue of a National or Regional industry

It was urged by the petitioners and other domestic industry representa-
tives that the Commission look at injury to a regional market, namely the
Northeast.

The statute requires the Commission to make its determination based
upon "an industry in the United States'". The industry may be considered
"regional" in character, particularly where: (1) domestic producers of an
article are located in and serve a particular regional market predominantly
or exclusively, and (2) the LTFV imports are concentrated primarily in the

regional market. 2/ 1In this investigation, both criteria are met.

2/ U.S. Senate, Report of the Committee of Finance to accompany
H.R. 10710, Trade Act of 1974, S. Rept. No. 93-1298 (93rd Cong., 2nd Sess.)
1977 at pp. 180-181.

13
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The Senate Finance Committee in discussion of the Trade Act agreed
with the principle of geographic segmentation in antidumping cases.
However, the Committee further agreed that there might be instances where
application of the principle might be inappropriate --

. +« « 5 the Coomittee believes that each case may be
unique and does not wish to impose inflexible rules as
to whether injury, to regional producers always consti-
tutes injury to an industry. 3/

I believe this case is one of those "unique" instances where applica-
tion of the regional concept is inappropriate. My belief is based on the
major impact a dumping finding would have on the entire U.S. market where
shortages clearly exist. Evidence presented to the Commission attests to
the current shortage of portland hydraulic cement, particularly in the
Western half of the U.S., and to the distinct indication that such short-
ages are growing throughout the country. High prices in areas of short
supply are encouraging transportation over much longer distances than are
normally economical in this industry. I could well have found the regional
industry is not being injured and is not likely to be injured. However,
the legislative history makes it clear that the Commission must analyze
the appropriateness of regional injury on a case by case basis. While the
criteria for such analysis have been met here, I believe that, due to the

reasons stated, consideration on a national basis is more appropriate in

this investigation.

The question of injury or likelihood thereof by reason of LTFV sales

Imports and market share -- Imports from Canada from 1975 through 1977

increased by 254 thousand tons, an increase of $14 million in value.

3/ Senate Report, supra, at pp. 180-181. -
‘ 14
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Canada's share of total U.S. imports increased from 45 to 57 percent in
the same time frame. From 1975 through June, 1978, imports from Canada
have represented 1.6 percént of apparent U.S. consumption.

Capacity utilization ~--— From 1975 through 1977, U.S. producers'

capacity utilization increased by slightly more than 19 percent.

U.S. producers' shipments -~- Shipments of portland hydraulic cement

from 1975 through 1977 increased from 66 million tons to 76 million tons,
a value increase of $700 million. This increase in shipments reflects an
increase in most types of construction.

Consumption -— U.S. consumption exhibited a steady upward climb in
the amount of 9 million tons from 1975 through 1977. There is evidence
that consumption will continue to increase in 1978.

Employment -- The average number of production and related workers
in the U.S. hydraulic cement industry increased slightly from 1975 through
1977. Average hourly earnings for this group increased by $1.59.

Profits —-- Data obtained in Commission questionnaires with regard to
financial performance showed that the ratio of net profit to net sales
increased from 5.7 percent in 1975 to 11.2 percent in 1977.

Prices —- Prices of both U.S. and Canadian portland hydraulic cement
varied from 1975 through June, 1978, but generally moved upward while
remaining relatively close to each other.

Lost sales -- In checking allegations of lost sales, the Commission
found many U.S. purchasers began purchasing the Canadian product in 1973-74

when domestic producers were unable to meet their needs and had continued

15
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buying cement from Canada since then. In most instances, the purchase
price for both U.S. and Canadian cement was virtually the same.

Summary -- Based on the growth of domestic shipments, capacity utili-
zation, consumption, employment, a reasonable profit picture, stable prices,
and little evidence of lost sales due to prices, I conclude the domestic
industry producing portland hydraulic cement is not being injured and is

not likely to be injured by reason of LTFV imports from Candda.

16
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Dissenting Views of Commissioner George M. Moore

Determination

On the basis of information developed during this investigation, which is out-
lined in the accompanying report, I have determined that an industry in the United
States is being injured by reason of the importation of portland hydraulic cement
from Canada, which the Department éf the Treasury (Treasury) has determined is

being, or is likely to be, sold at less than fair value (LTFV).

LTFV sales

The Treasury investigation covered domestic sales of portland hydraulic cement
imports from April 1, 1977 to August 31, 1977. Treasury limited its investigation
to 4 Canadian companies. For all 4 of these companies all U.S. sales were found
at LTFV. These companies accounted for about 84 percent of all sales of imports of
portland hydraulic cement to the United States from Canada and for nearly 100 per-
cent of Canadian imports of such cement into the Northeast market area. 1/ Thus
Treasury found that all sales that occurred in the Northeast market were at LTFV.
The 4 Canadian manufacturers were: Miron Co., Ltd.; Lake Ontario Cement, Ltd.;
Canada Cement Lafarge, Ltd.; and St Lawrence Cement Co. Treasury found that the

weighted average LTFV margins of the 4 Canadian producers were over 50 percent.

The U.S. industry injured by LTFV imports

The 4 Canadian producers included in Treasury's investigation shipped nearly
all of their exports into the Northeast market during the period of Treasury's
investigation. Therefore, in measuring the impact of the LTFV sales I have
determined that the affected domestic market is in the Northeast section of the

United States.

1/ The Northeast market includes the States of New York, Maine, New Hampshire,
Vermont, Massachusetts, Connecticut, and Rhode Island. 17
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The Antidumping Act of 1921, as amended, requires the Commission to make its
determination based upon injury to an industry in the United States. However, the
legislative intent of the Act shows clearly that the Commission has the discretion,
upon the discovery of appropriate economic facts and circumstances, to make its
injury determination based on geographical regional segments or market areas within
the United States.

The legislative history of the Trade Act of 1974 provides explicit support for
the Commission:'s treatment of '"regional markets' in antidumping investigations:

"A hybrid question relating to injury and industry
arises when domestic producers of an article are
located regionally and serve regional markets pre-
dominately or exclusively and the less-than-fair-value
imports are concentrated in a regional market with
resultant injury to the regional domestic producers.
A number of cases have involved this consideration,
and where the evidence showed injury to the regional
producers, the Commission has held the injury to a
part of the domestic industry to be injury to the
whole domestic industry. The Committee agrees with
the geographic segmentation principle in antidumping

cases." (S. Rep. No. 93-1298, 93 Cong., 2d
Sess. 180-181 (1974).)

Economic conditions in the Northeast United States require that shipments
of portland hydraulic cement to that geographical section must be produced in or
near that area. Since LTFV sales from Canada were found only in the Northeast
market, it is clear that this market area is the only one in which there is

competition between LTFV imports and the domestically produced cement.

Injury by reason of LTFV sales !

Portland hydraulic cement imports from Canada into the Northeast market
increased in 1977 over 1975, and also increased in the January-March 1978 period
as compared to the January-March 1977 period. These increases resulted in a

penetration into the domestic market by LTFV Canadian imports of 23.2 percent in

18
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1977 as compared to 17.3 percent in 1975. This penetration into the Northeast

increased to 31.7 percent in the first quarter of 1978.

Idle capacity.--During the period of rising LTFV imports idle capacity of the
domestic plants that ship to the Northeast market remained at all times over 23

percent.

U.S. producers' shipments.--Annual shipments by U.S. producers into the

Northeast market declined from 3.7 million tons in 1975 to 3.3 million tons in
1977. This decline coincided with the increase in LTFV imports and continued

into the first 3 months of 1978.

Net losses of U.S. industry.--The domestic plants supplying the Northeast

market reported operating losses throughout the 1975-June 1978 period. The ratio

of net loss to net sales ranged from a low of 5.5 percent in 1976 to a high of

21.9 percent during the first half of 1978. 1In 1977, losses were almost 16 per-
cent of net sales. Evidence developed by the Commission indicates that the domestic
producers in the Northeast are not able to operate at even a reasonable level

of profit, because they are forced to compete with LTFV sales of Canadian imports.

Suppressed prices and lost sales.--Delivered prices for portland hydraulic

cement in the Northeast market during the period 1975-78 were suppressed by sales

of LTFV imports, and, after correction for transportation costs, they were

appreciably lower than in other areas of the United States. For example, in the

last quarter of 1977, domestic prices of such cement were $44.72 per ton in Seattle,
Wash., and $50.15 in Grand Forks, N.D. In the Northeast U.S., however, prices ranged
from $31.30 per ton in Albany, N.Y., to $37.84 in Syracuse, N.Y. while, at the same
time, LTFV import prices remained below or about the same as domestic prices.

This suppression in the Northeast market caused by LTFV imports prevented the domestic
producers from recovering costs or earning an adequate return on their investments.

19
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In several cases, the Commission found evidence that customers of portland
hydraulic cement changed from domestic to Canadian suppliers because of the

lower price of the Canadian cement.

Conclusion

In my opinion, the injury to the domestic industry in the Northeast market
area caused by LTFV sales is more than trivial or inconsequential. This is all
that is required for an affirmative determination by the Commission under the Anti-
dumping Act of 1921 as amended. Based upon the above considerations, I have
determined that the U.S. industry producing portland hydraulic cement is being
injured by reason of the importation of such cement from Canada which is being sold

at LTFV in the Northeast U.S. market area.

20
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. SUMMARY

On June 29, 1978, the United States International Trade Commission
instituted investigation No. AA1921-184 following receipt of advice from the
Department of the Treasury that portland hydraulic cement, other than white
nonstaining cement, from Canada, is being, or is likely to be, sold in the
United States at less than fair value (LTFV) within the meaning of the Anti-
dumping Act, 1921, as amended. The Commission must determine whether an
industry in the United States is being, or is likely to be injured, by reason
of the importation of such merchandise into the United States.

Portland hydraulic cement is by far the most important of the hydraulic
cements. It is the material which, when mixed with water and mineral aggre-
gate, chemically reacts to form concrete. Concrete is consumed almost wholly
in construction of various types.

The four Canadian firms covered in Treasury's investigation accounted for
more than 84 percent of all U.S. imports of portland hydraulic cement from
Canada. Treasury found the weighted average margins to range from 0.3 percent
to 369 percent; the weighted average margin for all sales at margin (from all
four companies) was 50.1 percent.

A like class of merchandise is produced in the United States by 57 com-
panies. U.S. companies reported increasing levels of shipments -in the total
U.S. market and the Canadian border market, while shipments declined in the
northeast market after 1975 as follows:

U.S. producers' shipments to--

Year : -
: Total U.S. : Northeast : Canadian bor-
: market : market ¢ der market
: --1,000 short tons——-————--——==
T S — : 66,239 : 3,708 : 19,148
1976===m—mmmmmm e : 70,461 : 3,597 : 20,770
197 7 === m e : 76,079 : 3,280 21,467

Domestic capacity utilization has increased annually in all three market
areas. In the northeast market capacity utilization from 1975 to 1977 had the
greatest increase, larger than that for the entire U.S. industry. This was
caused in substantial part by the closure of three cement plants, alleged to
be old and not in compliance with environmental regulations. The capacity
represented by these plants was not replaced by any new plants.

Capacity utilization of productive facilities in the northeast market is
affected by consumption and the price of cement in both the northeast and
ad joining markets. There is substantial movement of cement into and out of
this market. Capacity utilization of U.S. plants during 1975-77 is as follows:
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Capacity utilization of U.S. plants

Year that shipped cement to--

¢ Total U.S. : Northeast ¢ Canadian bor-

: market : market : der market

: ~~=-percent-——-—~—=————r——————
1975 e — e : 63 : 62 75
1976-- - - - ] 68 : 67 : 80
1977~===~===mmmm - -~ 75 77 83

Canada was the dominant supplier of U.S. imports during 1975-77. Imports
from Canada were about 1.1 million tons in 1975 and 1976, increasing to 1.3
million tons in 1977. The ratio of U.S. imports from Canada to apparent con-
sumption is shown in the following tabulation (in percent):

United Canadian
Year States Northeast border
1975-=====—- 1.6 17.3 1.2
1976-===~—~- 1.5 18.1 1.2~
1.3

1977 —-=~~=- 1.7 23.2

Employment in the hydraulic cement industry, labor productivity, and
average earnings of production and related workers all increased during
1975-77. The average earnings increased 25 percent during this period
compared with 11 percent increase for construction workers and 16 percent for
all manufacturing workers.

In checks of lost sale claims, two customers stated that they purchased
Canadian cement partly because of a lower price, but also for other reasons.
In all other cases, the customers stated that they paid about the same price
for domestic and Canadian cement. ‘

The price of Canadian cement was found to be below that of domestic pro-
ducers in certain cities. In other cities it was found that the domestic
producers were selling at prices lower than the Canadian producers.

Those in oppostition to the petition note that there is a shortage of
cement in many areas of the United States. They allege that this shortage is
now starting to develop in the northeast market. They also contend that the
Commission should consider the entire United States cement market as the rele-
vant market for analyzing direct competition from LTFV imports. ‘

Certain witnesses at the public hearing contended that the Commission
should make its determination in this investigation with respect to the north-
east region rather than on a national basis. Owing to high transportation
costs, U.S. producers generadally serve their regional markets predominantly or
exclusively. The northeast market accounted for over 77 percent of thep.,
imports from Canada each year during 1975-77. ;
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INFORMATION:OBTAINED IN THE INVESTIGATION
Introduction

On June 23, 1978, the U. S. International Trade Commission received
advice from the Treasury Department 1/ that portland hydraullc cement, other
than white nonstaining cement, 2/ from Canada, is belng, or is likely to be,
sold at less than fair value (LTFV) within the meaning of the Antidumping Act,
1921, as amended (19 U.S.C. 160(a)). Accordingly, the Commission on June 29,
1978, instituted investigation No. AA1921-184 under section 201(a) of the act,
to determine whether an industry in the United States is being or is likely to
be injured, or is prevented from being established, by reason of the importa-
tion of such merchandise into the United States. The statute directs the
Commission to make its determination by September 23, 1978.

A public hearing was held on July 26-28, 1978, in Washington, D.C.
Public notice of the institution of the investigation and hearing was duly
given by posting copies of the notice at the Secretary's office in the Commis-
sion in Washington D.C., and at the Commission's office in New York City, and
by publishing the original mnotice in the Federal Register of July 6, 1978 (43
F.R. 29192). 3/

The Treasury Department instituted its investigation after receiving a
complaint on August 2, 1977, from Glens Falls Division of the Flintkote Co.,
of Glens Falls, N. Y. Treasury's notice of the antidumping proceeding was
published in the Federal Register of September 8, 1977 (42 F.R. 45059). 4/

The Product

Description and uses

Portland hydraulic cement is by far the most important of the hydraulic
cements. 5/ 1In the preparation of most hydraulic cements, a mixture of
limestone, clay, silica, and other raw materials is burned (calcined) in a
rotary kiln. The kilned product, in the form of balls or lumps known as
clinker, is then pulverlzed along with a small amount of gypsum to produce the
final product. Cement is a highly standardized, heavy product of low unit
value. Both domestic and imported portland cement conform to the standards
established by the American Society for Testing Materials (ASTM). As a result
of its uniformity, most consumers regard any brand of portland cement as
equally suitable for their purposes. Portland hydraulic cement has little

1/ A copy of Treasury's letter is shown in app. A.

f/ Hereafter referred to as portland hydraulic cement. '

3/ A copy of the Commission's notlce of investigation No. AA 1921-184, is
shown in app. B.

4/ A copy of Treasury's notices on Portland hydraulic cement from Canada is
presented in app. C.

5/ Hydraulic cement will set, or harden, under water; nonhydraulic cement
will not set under water. Portland, masonry, pozzolan, slaglime, and natural
or Roman cement are all hydraulic cements.
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utility alone, but rather is the material which, when mixed with water and
mineral aggregate, chemically reacts to form concrete. Concrete is consumed
almost wholly in construction of various types; chief among these are highway
construction using ready-mix concrete and building construction using ready-
mix concrete and precast concrete units.

Concrete, being a major material in building construction, competes with
structural steel, clay products, building stone, and other materials, which
are used in various building construction applications. In almost every type
of structure, regardless of the principal building material used, there are
certain basic uses for concrete (foundations, basements, floors, and so
forth), for which there is little direct competition. In many building
applications, concrete is used with steel reinforcement to obtain greater
strength and durability. The choice of the principal structural material is
governed by many factors, such as cost, personal preference, and building-code
specifications. Portland cement concrete is the most widely used construction
material in the United States.

As a road-building material, concrete competes with asphalt in some
secondary road construction, but since asphalt is cheaper to manufacture than
concrete, it is generally selected. Concrete is by far the preferred material
for expressways and interstate highways. In the construction of some roads,
concrete is used as a base for asphalt.

The ASTM maintains standard specifications for five types of portland
cement, setting forth the chemical and physical requirements of each. The
ASTM describes the five types as follows: 1/

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

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

Type III-For use when high early strength 1s
required;

Type IV--For use when a low heat of hydration is
required; and

Type V--For use when high sulfate resistance is
required.

In addition, the ASTM also maintains specifications for three types of
air-entraining portland cement--type IA, type IIA, and type IIIA. The chemi-
cal and physical requirements for these three types conform to those for
type I, type II, and type III, respectlvely, except for the addition of air-
entrainlng materials. Concrete made from air-entraining cement or concrete
which has had air-entraining agents added during mixing, contains billions of
microscopic air cells per cubic foot. 2/

1/ ASTM designation C150.

2/ Concrete made from air-entraining cement has high resistance to severe
frost action, high immunity to surface scaling, and exceptional workablllty
and durability.
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Specifications for type I and type II portland hydraulic cement are so
similar that many domestic companies make one cement that meets the require-
ments of both. 1In 1975, these two types (including the air-entraining ver-
sions) accounted for 93 percent (based on quantity) of domestic shipments of
portland cement. Type III portland cement, which is produced regularly by
about two-thirds of the domestic cement plants, accounted for 3 percent of
domestic shipments and type V accounted for 1 percent. Type IV and other
miscellaneous portland cements accounted for the remainder of domestic
portland cement shipments.

Virtually all, if not all, pértland cement is marketed in the United
States either in bulk or in bags containing 94 pounds, net. In 1977,
deliveries in bulk accounted for about 90 percent of domestic shipments, and
deliveries in bags, about 10 percent.

In 1972, the commercial unit of measure changed from barrels of 376
pounds each to short toms of 2,000 pounds. However, with the exception of the
United States and. a few minor cement-producing nations, the universal unit of
measure for cement is the metric ton. The quantity data in this report will
be given in short tonms.

U.S. tariff treatment

U.S. imports of portland hydraulic cement from countries entitled to the
column 1 rate under item 511.14 of the Tariff Schedules of the United States;
are duty-free; countries exporting such cement under the column 2 rate are
assessed with a duty of 6 cents per 100 pounds, including weight of the
immediate container. The duty-free treatment became effective January 1,
1972, reflecting concessions granted by the United States in the Kennedy round
of trade-agreement negotiations. The column 1 rate immediately prior to
January 1, 1968, was 2-1/4 cents per 100 pounds, including weight of the
immediate container.

Treasury Finding of Salés at Less Than Fair Value

During the period of the Department of the Treasury's investigation,
Miron Co. Ltd. (Miron), a subsidiary of Genstar, Ltd., St. Lawrence Cement Co.
(St.'Lawrence), Lake Ontario Cement, Ltd., .and Canada Cement Lafarge, Ltd.
(Lafarge) accounted for approximately 84 percent of U.S. imports of portland
hydraulic cement from Canada. Fair value comparisons were made on about 72
percent of such sales. They were made on the basis of purchase price and the
home market price for Miron, since all exports by Miron were made to unrelated
customers in the United States. Exporter's sales price and home market price
were used for the other three companies since all exports by these firms were
to U.S. firms related to the Canadian producers. Home-market price was used
since portland hydraulic cement was sold in the home market in sufficient
quantities to provide a basis of comparison for fair value purposes.

Price comparisons were made during April 1-August 31, 1977. Purchase
price was calculated on the basis of the delivered price in the United StatesS
with deductions for freight, customs brokerage, and prompt-payment discount.’’
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Exporter's sales price was calculated on the basis of the delivered price to
unrelated U.S. customers, with deductions for freight, customs brokerage, and
financing expenses. Additions were made for the Canadian Federal sales tax
and provincial taxes, as applicable, that were not collected on exports. The
home-market price was calculated on the basis of a weighted average delivered
price, generally to unrelated customers, with adjustments for cash discounts,
market-condition discounts, freight, selling expenses, and storage costs.

Margins for each firms's sales compared ranged from 0.3 percent to 369
percent and the weighted average margin for all sales at margin (from all four
companies) was 50.1 percent. Treasury accordingly made a determination of
sales at LTFV on portland hydraulic cement from Canada.

The Domestic Industry

In the United States and Puerto Rico, portland hydraulic cement in 1977
was produced by 57 companies in 163 plants. These plants have an estimated
annual grinding capacity of 104 million short tons as shown in the following
table. In 1977, these plants produced 78 million short tons, thereby

Portland hydraulic cement: Productive capacity and percent_of capacity
utilized in the U.S. industry, 1975-77

Item Porers 1976 ¢ 1977
Grinding plants: : : :
Number of plants : 174 : 169 : 163
Total capacity- 1,000 short tons--: 106,111 : 104,106 : 104,000
Percent utilized - : 62.9 : 68.4 : 75.0

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

utilizing 75 percent of their annual grinding capacity. Capacity utilization
also increased for plants that shipped to the northeast market, 1/ from 62
percent in 1975 to 77 percent in 1977, and for the plants that shipped to the
Canadian border market 2/ from 75 percent in 1975 to 83 percent in 1977. 1In
the northeast market capacity utilization from 1975 to 1977 had the greatest
increase, larger than that for the entire U.S. industry, caused in substantial

1/ For purpeses of this report, the northeast market includes the States of
NeY York, Maine, New Hampshire, Vermont, Massachusetts, Connecticut, and Rhode
Island. : .

2/ For purposes of this report, the Canadian border market includes the
States of Pemnsylvania, Ohio, Michigan, Indiana, Illinois, Wisconsin,
Minnesota, Noxth Dakota, South Dakota, Montana, Wyoming, Idaho, Washington,
Oregon, and Alaska; but does not include those states listed in the northeast

market. - _ A-6
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part by the closure of three cement plants, alleged to be old and not in com-
pliance with environmental regulations. The capacity represented by these
plants was not replaced by any new plants. Capacity utilization in the
northeast market is affected by consumption and price of cement in both the
northeast and adjoining markets. There is substantial movement of cement into
and out of this market. It was stated at the hearing that when plants operate
at 75 percent of capacity or more for substantial periods of time, the
producers start considering plant expansion.

Portland hydraulic cement is manufactured from materials which are
widely distributed throughout the United States, and cement plants have been
built in or near virtually every substantial market area. Domestic plants are
located in 40 States and Puerto Rico with the principal producing States being
Texas (17 plants), Pennsylvania (15 plants), California (12 plants), and
Alabama, Missouri, and New York (7 plants each).

The United States portland hydraulic cement industry has been changing
from single-plant companies to multiplant companies with widely diversified
product lines. The eight largest portland-cement producing companies (which
account for approximately 40 percent of domestic cement shipments) and the
locations of their cement plants are shown as follows:

Company Headquarters Cement plants
Amcord, Inc. Newport Beach, Calif. Bethlehem, Pa.

Detroit, Mich.
Phoenix, Ariz.
Riverside, Calif.

General Portland, Inc. Dallas, Tex. Lebec, Calif.
Miami, Fla.
Tampa, Fla.
Paulding, Ohio
Chattanooga, Tenn.
Fredonia, Kans.
Dallas, Tex.
Fort Worth, Tex.

Ideal Basic Indus- Denver, Colo. Mobile, Ala.

tries, Inc. Saratoga, Ark.
Ft. Collins, Colo.
Florence, Colo.
Trident, Mont.
Superior, Nebr.
Tijeras, N. Mex.
Ada, Okla.
Knoxville, Tenn.
Galena Park, Tex.
Star Route, Utah
Seattle, Wash.
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Kaiser Cement & Oakland, Calif. Lucerne Valley, Calif.
Gypsum Corp. Permanente, Calif.
Oaku, Hawaii
Montana City, Mont.
San Antonio, Tex.
Lone Star Industries, Greenwich, Conn. Davenport, Calif.
Inc. Greencastle, Ind.
Bonner Springs, Kans.
Nazareth, Pa.
Houston, Tex.
Maryneal, Tex.
Norfolk, Va.
Seattle, Wash.

Martin Marietta Corp. Rockville, Md. Calera, Ala.
North Birmingham, Ala.
Lyons, Colo.
Atlanta, Ga.
Davenport, Iowa
Thomaston, Maine
Tulsa, Okla.
Northampton, Pa.
Martinsburg, W. Va.

Marquette Co. Nashville, Tenn. Rockmart, Ga.
Oglesby, Ill.
Des Moines, Iowa
Hagerstown, Md.
Brandon, Miss.
Cape Girardeau, Mo.
Catskill, N.Y.
Superior, Ohio
Pittsburgh, Pa.
Cowan, Tenn.
Nashville, Tenn.

United States Steel Pittsburgh, Pa. Leeds, Ala.
Corp., Universal Buffington, Ind.
Atlas Cement Independence, Kans.
Division Hannibal, Mo.

Northampton, Pa.
Universal, Pa.
Waco, Tex.
Milwaukee, Wis.

There are no cement plants in the following States: Alaska, Connecticut,
Delaware, Massachusetts, Minnesota, New Hamphire, New Jersey, North Dakota,
Rhode Island, and Vermont, or the District of Columbia. Figure 1 shows the
location of portland hydraulic producing plants in the United States.
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An examination was made of the idle capacity of the domestic cement pro-
ducers in the northeast market to determine if the idle capacity would have
satisfied the northeast market if there had been no imports. The idle
capacity of the cement producing plants exceeded imports in each year from
1975 through 1977.

Portland hydraulic cement production is a regional but intensely competi-
tive industry. Because such cement is a highly standardized product that
varies little, either from plant to plant or from country to country, and
because of its low value-t o—welght ratio, cement plants are usually located
within a 300-mile radius of their principal markets. Shortages in certain
areas, however, such as presently are occurring in many areas of the country
do result in long-distant shipments of portland hydraulic cement (see appen-
dix D). The distance of cement shipments for 1972 is believed to correspond
largely with 1978 practice, as shown in the following table.

Distance of cement shipments compared with all
manufactured products (1972)

(In percent)

All manufactured

Miles Cement

: : products
0-99 miles : 57.5 : 28.7
100-299 miles : 37.6 : 28.6
300-499 miles : 3.5 : 13.7
500-999 miles : 1.2 ¢ 16.4
1,000 miles or more————=——==- : .2 12.6
Total--- : 100.0 : 100.0

Source: Portland Cement Association.

The ready-mix-concrete industry consumes sixty-three percent of the
portland hydraulic cement shipped. Other concrete articles, such as blocks,
beams, tile, and precast and prestressed products, account for 13 percent of
total cement shipments. The remaining 24 percent is consumed by road, dam,
and utility contractors and building-material dealers.

The portland hydraulic cement industry is highly capital intensive.
Escalating operating costs (caused principally by increasing fuel and
power costs 1/), as well as rigid pollution abatement policies, have had a
dynamic impact on the domestic cement industry. Many producers have increased
prices substantially because of the necessity of converting from gas or oil to
coal as the primary source of energy and replacing old noncompetitive plants
with highly automated facilities capable of meeting the Environmental
Protection Agency's standards. The domestic cement industry estimated that
$500 million was spent by cement producers during 1971-77 in order to comply

1/ Approximately 40 percent or more of the direct cost of manufacturing
cement is attributed to energy costs. According to the U.S. Bureau of Mines,
an average of 5.6 million Btu of fuel and 124 kWh of electr1c1ty are required
to produce 1 ton of cement.
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with air, water-control and land-use regulations. In many instances, old
and/or uneconomical facilities were closed down. To be assured of the raw
materials necessary for the manufacturing and marketing of portland hydraulic
cement, many producers have found it good economic practice to integrate
vertically. .

Consideration of Injury by Reason of LTFV Sales

U.S. consumption ;

During 1975-77, annual U.S. consumption of portland hydraulic cement
increased steadily, from 69 million tons in 1975 to 78 million tons in 1977
(table 1, app. E). Consumption in January-March 1978 was slightly lower than
in the corresponding period of 1977.

U.S. consumption in the northeast market decreased annually during
1975-77, from 4.8 million tons to 4.5 million tons. Consumption during
January-March 1978 in the northeast market increased 2 percent over the same
period in 1977. U.S. consumption in the Canadian border market and the total
Canadian related market 1/ both increased during 1975-77. Ratios of total-
imports and imports from Canada to consumption for the market areas are as
follows: -

Portland hydraulic cement: Ratios of total imports to consumption and ratios
of Canadian imports to consumption, 1975-77, January-March 1977, and
January-March 1978

January-March--

Item Y1975 Y1976 P o1977 P— _
. . : ©1977 o 1978

Ratio of total imports to con- : : : : :

sumption: : : : H H
Northeast market-———---——————=—o : 23.2 :+ 22.8 : 27.8 : 31.5 35.5
Canadian border market————————-- :. 1.3 1.2 ¢ 1.4 : 1.7 : 3.2
Total Canadian related market—--—: 5.7 ¢+ 5.1 : 5.9 : 6.6 : 8.6
Total U.S. market—=—————==———e——- : 3.6 : 2.9 : 3.0 : 2.4 4.4

Ratio of Canadian imports to : : : : :

consumption: : : : : :
Northeast market———-——=——==—=——- : 17.3 : 18.1 : 23.2 : 27.8 : 31.7
Canadian border market-—-—-——-——=-- : 1.2 : 1.2 : 1.3 : 1.6 : 2.2
Total Canadian related market---: 4.5 3 4.2 5.1 : 2.3 : 7.1
Total U.S. market - : 1.6 : 1.5 : 1.7 1.3 : 1.6

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

A-11
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U.S. shipments and inventories

Annual U.S. shipments of portland hydraulic cement increased continuously
during 1975-77 from 66 million tons, valued at $2.1 billion, in 1975 to 76
million tons, valued at $2.8 billion, in 1977 (table 1). Shipments into the
northeast market, however, decreased annually during 1975-77, from 3.7 million
tons in 1975 to 3.3 million tons in 1977; shipments into the Canadian border
market area increased annually during this period, from 19.1 million tons in
1975 to 21.5 million tons in 1977. U.S. cement shipments into the total
Canadian related market also increased annually during 1975-77, from 22.9
million tons in 1975 to 24.7 million tons in 1977.

U.S. shipments of portland hydraulic cement increased in the northeast
market during January-March 1978 as compared with the same period in 1977, but
decreased in both the Canadian border market and in the total Canadian related
market. The increase in U.S. shipments of portland hydraulic cement in
1975-77 was due malnly to an overall increase 1n most types of constructlon,
including an upturn in housing starts.

U.S. producers inventories are usually small in respect to sales. During
the period of this investigation, there was no substantial change in the
inventories to sales ratio. As a result, changes in inventory are not
believed to be a factor in the alleged injury or the cause of that injury and

will not be discussed further outside of the special case of Universal Atlas
(see page A-17)

U.S. imports

Portland hydraulic cement.--Total U.S. imports of portland hydraulic
cement (table 2) decreased from 2.5 million tons, valued at $49 million in
1975 to 2.3 million tons, valued at $63 million in 1977. In addition to
Canada, which accounted for more than 57 percent of U.S. imports in 1977,
other principal source countries included the Bahamas, Norway, Spain, Mexico,
and Sweden. Total imports in January-June 1978 totaled 2.3 million tons
valued at $36 million compared with 884,000 tons valued at $21 million in the
same period of 1977. The large increase of imports in January-June 1978 came -
predominantly from Mexico. Imports from Canada accounted for only 25 percent

of total imports during January-June 1978, as compared with 55 percent in the
corresponding of 1977.

U.S. imports from Canada during 1975-77 increased from 1.1 million toms,
valued at $23 million to 1.3 million tons, valued at $36 million. Canada
increased its share of total U.S. imports, from 45 percent in 1975 to 57 per-
cent in 1977. Imports from Canada in January-June 1978 amounted to 576,000
tons, valued at $16 million, compared with 486,000 tons, valued at $13 m11110n
in January-June 1977 (table 2) Imports from Canada by customs districts are

given in table 3. Data on imports from Canada by customs districts in the
first 6 months of 1978 are not available.

Total U.S. imports of portland hydraulic cement and imports from Canada
to the northeast market area, the Canadian border market area, and the total
A-12
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Canadian related market of the United States are shown in table 1. The north-
east market area accounted for over 77 percent of the imports from Canada each
year during 1975-77.

Cement clinker 1/.--Cement clinker is an intermediate product used to
manufacture portland hydraulic cement but is not included within the scope of
this investigation. During 1975-77, U.S. imports of cement clinker increased
from 1.2 million tomns, valued at $20 million in 1975, to 1.6 million tons,
valued at $29 million in 1977 (table 4). A growing number of domestic cement
producers have turned to importing clinker for the manufacture of cement
rather than investing heavily in kiln improvements necessitated by air and
water pollution standards. In addition, some producers have found it economi-

cal to import clinker because of rising fuel costs and to supplement domestic
production.

Canada was the major source of U.S. imports of cement clinker, accounting
for more than 53 percent of imports from 1975 to 1977 (table 4). The Detroit-
Chicago area received from 60 to 77 percent of the imports from Canada during
1975-77 (table 5). Imports of cement clinker to domestic cement producers in
January-June 1978 totaled 965,000 tons, valued at $21.1 million, or 70 percent
more than in the corresponding period of 1977. Canada, Japan, and Spain each
accounted for about 25 percent of the imports in January-June 1978 (table 4).

U.S. exports 2/

Exports of cement were less than 1 percent of total U.S. domestic ship-
ments during 1975-77, and fell from a high of 494,000 tons, valued at $28 mil-
lion in 1975 to a low of 239,000 tons, valued at $24 million in 1977 (table
6). In 1977, exports of cement to Canada accounted for over 65 percent of
total U.S. exports. Total exports in January-June 1978 amounted to 31,000
tons valued at $4.2 million, compared with 104,000 tons, valued at $11 mil-
lion, in the corresponding period of 1977. Little if any cement is exported
by the plants that ship to the northeast market.

The Canadian industry

Portland hydraulic cement is produced in Canada by 7 companies with 22
plants having an estimated capacity of 16 million short tons. In the Atlantic
Provinces (Newfoundland, Nova Scotia, New Brunswick, and Prince Edward Island)
there are three portland hydraulic cement manufacturing plants with a capacity
of about 1.1 million tons; in the Province of Quebec there are five plants
with a capacity of 4.4 million tons; in Ontario there are six plants with a
capacity of 6.2 million tons; in the Prairie region (Manitoba, Saskatchewan,
and Alberta) there are five plants with a capacity of 2.6 million tons; and in

1/ Importing clinker eliminates the need for calcining in the manufacture of
portland cement; see section on description and uses.
2/ Official export statistics are not available by type of cement; however,

it is believed that portland hydraulic cement accounts for the bulk of cement
exports. A-13
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the Pacific region (British Columbia) there are three plants with a capacity
of 1.2 million tons.

Canadian production of portland hydraulic cement in 1977 was about 11.1
million tons, up from 10.6 million tons in 1975. In 1977 most of the portland
hydraulic cement exported to the United States came from the Provinces of
Quebec and Ontario. The Province of Quebec produced 3.3 million tons
ofportland cement in 1977, up from 2.9 million tons in 1976. The Province of
Ontario produced about 4.1 million tons of portland hydraulic cement in both
1976 and 1977.

Canadian domestic shipments of portland hydraulic cement by the four
producers 1/ that Treasury determined were making LTFV sales in the United
States increased slightly in 1977 over the 2 previous years and totaled 8.3
million tons valued at $323 million (table 7). Shipments in January-June 1978
were 2 percent less than in the corresponding period of 1977 period.

Exports to the United States by these companies increased each year
during 1975-77 and totaled 1.2 million tons in 1977, representing a 9 percent
increase over 1976. Exports in January-June 1978 totaled 708,000 tons, g/ or
30 percent more than in the corresponding period of 1977.

Exports to the northeast market were 21 percent greater in 1977 than in
1975, while exports to the Canadian border market decreased 24 percent in 1977
compared with 1975. In January-June 1978, exports to the northeast market
decreased slightly, while exports to the Canadian border market increased 137
percent compared with those in January-June 1977.

Employment

Portland hydraulic cement comprises 95 percent of U.S. hydraulic cement
output. Employment data for the hydraulic cement industry therefore provide a
good indication of employment in the portland hydraulic cement industry.

The production of hydraulic cement in the United States is a highly
automated, capital-intensive process; a handful of workers can operate a
centrally controlled, automated cement plant. The average number of all
employees and of production and related workers engaged in the production of
hydraulic cement in the United States increased slightly from 1975 to 1977.

!

}7'St. Lawrence Cement Co., Genstar, Ltd., Lake Ontario Cement Ltd., and
Canada Cement LaFarge, Ltd.

2/ As reported by Canadian producers and differs from U.S. official import
statistics. |
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Average number of employees in.the hydraulic cement industry in the United
States, total and productlon and related workers, and average hourly earn-
ings of the latter, 1975-77, January-April 1977, and January-April 1978

Production and related workers

Period f E ?11 f - v
: mployees  Average number & Average hourly
: : : earnings
1975-=—=——=—mmmmmmmm : . 30,300 : 23,800 : $6.33
1976—--——————~—mmmmm : ‘29,600 : 23,400 : 7.26
1977 —————=—==—mmmmmm e : 30,400 : 24,200 7.92
January-April-- : : :
1977--- : 29,500 : 23,800 : 7.58
1978 -——= : 30,600 : 24,200 : 8.27

Source: U.S. Bureau of Labor Statistics, Employment and Earnings.

Average earnings for production and related workers in the U.S. hydraulic
cement industry were $7.92 per hour in 1977, 25 percent more than in 1975.
Average earnings for comparable workers in the construction industry were $8.04
per hour in 1977, 11 percent more than in 1975. Average earnings for compar-

able workers in all manufacturing were $5.41 per hour, 16 percent more than in
1975.

Labor productivity in the cement industry has been generally increasing
during the past 12 years, from 1.24 tons of cement per man-hour in 1965 to
1.51 tons of cement per hour in 1977 (fig. 2).

General economic conditions affecting the cement
industry

Concrete and concrete products are essential in practically all construc-
tion; thus, the demand for cement as a raw material for concrete is heavily-
dependent on construction activity. During 1975-77, construction activity in
the United States rose to a high of $169.7 billion in 1977. The value of new
construction put in place in the United States, 1975-77, January-April 1977,

and January-April 1978 is shown in the following tabulation in millions of
dollars:

Value of constuction

Period : in current dollars
1975 ——mmmm e : 134,293
1976======——= e e e L L e S P : 147,481
I 2 — : 169,734
January-April-- :
1977 ===mmmmmm e - - : 45,522
1978 === e e e

3L, 573
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Figure 2.-~Labor productivity in the cement industry of the
United States, 1965-77

1.1 |-
1.0 ! I 1 | l 1 ) ) i l 4 1 | i
1965 1970, 1975 , 1980

Source: PCA Economic Research Department; data submitted in
response to questionnaire of the U.S. International Trade Com~
mission.
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A leading indicator of comstruction activity for which New England 1/
data are available is new housing units authorized by building permits, shown
in the following table. The number of housing units authorized in the United
States nearly doubled, from 949,200 in 1975 to 1,688,000 in 1977. The number
of units authorized in January-June 1978 was 501,000, up 18.7 percent from the
422,000 in the corresponding period of 1977. The trend in the number of new
housing units authorized in New England was similar to that of such units in
the United States, showing a 41 percent increase in 1977 over what it was in
1975.

1
.

New housing units authorized in the United States and in
the New England States, 1975-77 1/

¢ Number of housing units : Value of housing units
v : authorized in-- : authorized in--
ear : : : United :
:Unlted States: Ney England . States . New England
: 1,000 : 1,000 :  Million : Million
: units : units : dollars : dollars
1975-———mmmmmmmmm e : 949.2 : 130.2 : 24,107 : 3,096
1976 === : 1,302.7 : 152.4 35,714 :. 3,952
1977 === - : 1,687.5 : 183.1 : 49,945 = 5,107

i/ Data for 1575-77 include public housing contract awards; the data were
based on a U.S. total of approximately 14,000 places.

Source: U.S. Bureau of the Census, Construction Reports, series C40.

The cement industry was particularly hard hit by increasing fuel and
power prices since it is one of the most energy-intensive manufacturing indus-
tries in the United States. Energy costs represent about 40 percent of the
cost of finished cement. To offset the rising cost of fuel, many cement
plants have converted from o0il or gas to coal as the kiln fuel. In additionm,.
there is an increasing use of preheater kilns and the dry-process method of
making cement, both of which help to conserve energy.

Competitive conditions in northeast market area

From 1975 to June 1978, there were nine cement plants operating in the
northeast area, and eight additiomal U.S. plants shipping cement into this
market area. These 17 producing plants compete intensely with each other and
with the 4 Canadian suppliers who are themselves keen competitors.

The announcement of the closing of the Universal Atlas plant at Hudson,
N.Y. in September 1976 was assumed by other domestic producers to be a chance
to gain new customers or increased sales to established customers. The sub-
sequent inventory disposal sale by Universal Atlas at discount prices resulted

1/ Includes the States of Connecticut, Maine, Massachusetts, New Hampshire,
Rhode Island, and Vermont.
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in fairly widespread price decreases. The acquisition of the Universal Atlas
plant and of a number of the Universal Atlas sales personnel in January 1978
probably enabled Independent Cement Co., a subsidiary of St. Lawrence, to
service a number of former customers of Universal Atlas, but at the reduced
price established by the inventory sale. According to several cement
purchasers, this reduced price was accepted by some of the domestic producers
prior to Independent's acquisition of the Universal Atlas plant. The majority
of the cement customers contacted in regard to the lost sales contended that
the domestic industry "overreacted" to these happenings and "reduced prices
prematurely." The customers usually did not reveal to their suppliers the
prices that they were paying, stating only that "your price is not competi-
tive." A number of the customers expressed concern regarding the future
supply. Some of these customers have been notified during August 1978 by
their domestic suppliers that orders may not be filled in a timely manner.

Financial experience of domestic producers

Twenty-one companies operating portland hydraulic cement plants in the
United States that represent 41 percent of the total U.S. portland hydraulic
cement industry capacity submitted usable profit-and-loss and other financial
data, as shown in tables 8, 9, and 10.

The following table gives the ratio of net profit or loss to net sales
for overall operations of cement-producing companies, for just their cement
operations, for the establishments of the companies shipping to the northeast
market, and for the establishments shipping to the Canadian border market.
All the ratios of profit to sales increased during 1975-77 except in the
northeast market, where losses were reported each year.

Ratios of net profit or (loss) to net sales for U.S. producers of portland
hydraulic cement, 1975-77, January-June 1977, and January-June 1978

(In percent) :
Portland hydraulic cement establish-

: Overall :
Period : establish- ments shipping to—-—
: ments ¢ Total United : Northeast :Candian bor-
: operations States : market 1/ :der market 1/
1975 === : 8.3 : 5.7 ¢ -20.0 12.4
1976-—===——==mmm e : 11.5 : 9.3 : -5.5 17.7
1977-- : 12.8 : 11.2 : -13.6 : 18.0
January-June-- H : : :
1977 —====—m— e : 12.0 ¢ 8.5 : -15.8 : 15.8
1978———-~~——-—mmmmm : 15.0 6.5 : -21.9 : 13.2

1/ Includes data for plants that reported shipping only a part of their out-
put to the market area.
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The principal elements of operating costs for the production of cement
are cost of goods sold, general selling and administrative costs, and other

operating costs. The indexes of these costs are shown as follows:

Indexes of cost of goods sold, general, selling, and administrative
expenses, and other operating expenses, 1975-77

i (1975=100)
H Cost : Geperal, * Other
: of : selling, and : .
Market and year L ) operating
: goods :administrative:
expenses
: sold : expenses @
Total U.S. market: : : :
1975~ —~—mmm e : 100 : 100 : 100
1976--————= -~ e e : 111 111 = 149
1977 === e : 129 : 121 60
Canadian border market: : : :
1975——=———= = e e : 100 : 100 : 100
1976 === e : 115 : 113 : 79
1977 ~——=m e e e - : 134 122 56
Northeast market: : : :
1975——===—~==m e : 100 : 100 : 100
1976 -~ e : 114 : 113 84
1977 =———— === e e _————— : 125 : 113 67

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

U. S. International Trade Commission.

For the past 3 years, the largest increases in operating costs have been in

cost of goods sold. The greatest cost of production is in fuel costs.
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In addition, certain financial data covering the operations of eight
selected cement-producing firms were obtained from Standard & Poor's Industry
Surveys and are shown in tables 11 and 12.

Consideration of Likelihood of Injury

The issue of future injury to the domestic portland hydraulic cement-
producing 1ndustry is clouded by the cement shortage throughout many parts of
the country. It is most apparent west of the Mississippi and in Florida.

This shortage is beginning to show in the northeast market where some of the
domestic producers are refusing further orders that have short delivery dates.

Price increases recently have been announced by certain domestic
producers but other producers have guaranteed present prices through March
1979. If the shortage continues or becomes more acute in the northeast,
guaranteed prices will not necessarily establish the price in the market.

Capacity of the Canadian portland hydraulic cement industry was built for
both the Canadian and the U. S. markets. Utilization of this capacity, as
indicated by the four Canadian producers that reported to the
Commission, has decreased from 82 percent in 1975 to 77 percent in 1977, then
increased to 79 percent in the January-June 1978. These producers are now
refusing additional orders, as their excess supplies are being purchased by
distant customers, largely in other sections of the United States.

Consideration of an Industry Prevented From
Being Established
Prevention of establishment is not an issue in this investigation. An
industry producing portland cement exists not only in the United States as a
whole, but in the regional markets also.

Consideration of the Causal Relationship Between Alleged
Injury and LTFV Sales

The Department of the Treasury made fair value comparisons on 72 percent
of the sales of portland hydraulic cement by the four Canadian companies
investigated during April 1, 1977 through August 31, 1977. Total shipments of
these four companies to U.S. markets during this period according to Treasury
accounted for about 84 percent of total U.S. imports from Canada.

Market penetration

As shown in table 1, the ratio of imports from Canada to total apparent
consumption in the United States during the January 1975-June 1978 period
remained stable at about 1.6 percent. 1In the northeast market area, however,
the ratio during the corresponding period increased from 17.3 percent 18 1975
to 31.7 percent in January-March 1978. 0
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Prices

Pricing practices.--Portland hydraulic cement is manufactured to rigid
industry specifications with little product variation. Thus price is a very
important sales factor. Producers compete on the basis of net delivered
price, and, in order to remain competitive, they often absorb part of the

freight charges, provide cash and quantity discounts, and offer other credit
incentives.

At the present time about 90 percent of portland hydraulic cement
shipments are made in bulk, while prior to 1950 most cement was shipped in
bags. About 80 percent of cement shipments are made direct from the mill to
the customer; the remainder are made through distribution terminals. The
largest single class of customer is ready-mix-concrete producers, accounting
for about 63 percent of cement shipments.

Because of portland hydraulic cement's low value-to-weight ratio, trans-
portation is a significant factor in its delivered cost. Transportation from
the mill represents an average of 20 to 25 percent of total cost to the buyer.
For this reason, under normal conditions, more than 95 percent of the cement
produced in the United States is distributed within a 300-mile radius of the
cement manufacturer.

Portland hydraulic cement is shipped by truck, railway, barge, and ship.
Truck shipments account for more than 80 percent of total shipments. Trans-
portation by railways and waterways plays an important role in shlpments from
plants to distribution terminals.

Actual prices.-—-The average price for portland cement for 20 U.S. cities,
f.o.b. city, during July-August 1978, as reported in Engineering News-Record,
was $47.65 per ton in bulk and $64.00 per short ton in bags. Comparable
prices for the corresponding period in Montreal and Toronto were. $48.15 and
$62.00, respectively.

The average prices for 20 U.S. cities, f.o.b. city, during January 1975-
August 1978 are shown in table 13. Separate prices are also given for Boston,
New York, Philadelphia, and Seattle. The prices shown include .imports.

The average mill value of U.S.-produced portland hydraulic cement in

bulk, which follows the average annual price trend closely for the United
States during 1975-77 is shown in the following tabulation per short ton:
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Mill value 1/ of U.S.-
produced material in

Year United States 27
1975~—- - $31.09
1976-=~~ ——— --- 33.86
1976 == mmmmmmm e e 36.36

1/ Mill value is the actual value of sales to customer, f.o.b. plant, less
all discounts and allowances, all freight charges to customer, all freight
charges from producing plant to distribution terminal, if any, total cost of
operating terminal, if any, and cost of paper bags and pallets.

2/ Includes Puerto Rico.

The average mill value of portland hydraulic cement in the United States
increased from $31.09 per ton in 1975 to $36.36 per ton in 1977. These

increases are a reflection of increased costs of fuel, power, labor,. and
pollution control during 1975-77.

The price indexes for portland hydraulic cement and for industrial
commodities at wholesale showed increases for January 1975-January- March 1978
(table 14). Using January-March 1975 as 100, the index for portland hydraulic
cement in the first quarter of 1978 was 125.4 and that for industrial commodi-
ties at wholesale was 120.5, as shown in the following table.

Price indexes for portland hydraulic cement, f.o.b. city, 20 U.S. cities aver-

ages and for industrial commodities at wholesale, 1975-77, and January-March
1978

(January-March 1975=100)
Portland hydraulic

Industrial com-

Period ¢ cement in bulk, 20 : modities at

:. U.S. cities average : wholesale
1975 == mmm e e e : 103.1 : 101.9
1976=======—mmmmm e : 113.8 : 108.4
1977 ===—===- -~ - : 121.3 : 115.9
1978 (January-March)-=-============- : ' 125.4 120.5

Source: Table 13 and U.S. Department of Commerce, Survey of Current Busi-
ness.

*
'

Data, by quarters,on lowest net delivered selling prices for domestically
produced hydraulic cement were collected by questionnaires, for January 1975
through June 1978. Replies were received from 27 domestic producers,
acccounting for about half of the domestic industry, and from 4 Canadian

producers, which accounted for 86 percent of cement imports for the period
under this investigation.
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Average price data are shown in table 15 for 10 different American
cities. These cities mainly represent markets where imports from Canada
competed with domestic portland hydraulic cement. The cities selected were
Montpelier, Vt., Philadelphia, Pa., Boston, Mass., New York City, Albany,
N.Y., Syracuse, N.Y., Buffalo, N.Y., Detroit, Mich., Forks, N.D., and Seattle,
Wash. :

In Grand Forks, N.D., the Canadian prices were nearly equal to or above
those of the domestic producers. Little or no Canadian sales were reported in
New York City, Seattle, Philadelphia, and Detroit. In the Philadelphia area,
served entirely by domestic producers, the price has remained relatively
stable during the January 1975-June 1978 period. No sales were reported for
domestic producers in Buffalo, N.Y. until April 1977, when domestic sales were
reported from that period until the present at prices higher than the Canadian
price.

Almost all Canadian prices at Montpelier, Vt. were lower than the domes-
tic producers' sales through March 1977. From April 1977-June 1978 domestic
sales were quoted at a lower price. All of the prices quoted for Syracuse,
N.Y. showed that the Canadians were selling under the domestic producers'
price, while almost the opposite was found at Boston, Mass. The Canadians did
not participate in the Albany, N.Y. market until the last part of 1976. Since
that time they have been selling below the domestic producers' price.

Lost Sales

No lost sales were claimed in any areas of the United States except in
the northeast market. The sales of Canadian portland hydraulic cement in the
midwestern and far western United States were largely to U.S. producers.

Five of the domestic producers marketing portland hydraulic cement in the
northeast market submitted a massive quantity of lost sales data. The Commis-
sion found 80 cases in the group with sufficient data to warrant a further
check. Forty-six percent of the purchasers involved were called to verify the
reasons for the purchase of portland hydraulic cement from another supplier,
sometimes from a domestic company but usually from a Canadian company. In two
instances the customers stated that they ordered Canadian portland hydraulic
cement partly because of its lower price but also because of the assurance of
timely availability and service. In all other instances, the customers stated
that they paid about the same price for both domestic and Canadian cement.

All of the customers attempt to have more than one source of supply for their
portland hydraulic cement requirements and many buy small amounts from several
producers. A substantial number of customers stated that they began pur-
chasing Canadian portland hydraulic cement in 1973 and 1974 when the domestic
industry was unable to supply their requirements and have continued buying
Canadian material since then.
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Regional Considerations

The witnesses for the domestic producers contend that the Commission
should make its determination in this investigation on a regional rather than
a national basis. These witnesses in their testimony and briefs presented
data relating to conditions in the northeast market of the United States. In
its report on the Trade Act of 1974, the Senate Finance Committee had the
following comments on regional market considerations during Antidumping
proceedings: 1/

A hybrid question relating to injury and industry arises
when domestic producers of an article are located region-—
ally and serve regional markets predominately or exclu-
sively and the less-than-fair-value imports are concen-
trated in a regional market with resultant injury to the
regional domestic producers. A number of cases have
involved this consideration, and where the evidence showed
injury to the regional producers, the Commission has held
the injury to a part of the domestic industry to be injury
to the whole domestic industry. The Committee agrees with
the geographic segmentation principle in antidumping cases.
However, the Committee believes that each case may be
unique and does not wish to impose inflexible rules as to
whether injury to regional producers always constitutes
injury to the industry.

The Committee appears to agree with the geographical segmentation principle
where (1) U.S. producers serve regional markets predominately or exclusively
and (2) the LTFV imports are concentrated in a regional market with resultant
injury to the regional domestic producers.

Data compiled in response to the Commission's questionnaires and other
sources indicate that usually transportation costs discourage shipments beyond
300 miles from the producing plant. In times of shortages, however, portland
hydraulic cement is shipped much greater distances. At the present time,
shortages are occurring in many areas of the United States and many long-
distance shipments are reported.

The U.S. industry serves the northeast market from plants located in the
market area and adjacent States. Imports by the four Canadian concerns, which
comprised approximately 84 percent of all imports from Canada during period
April 1l-August 31, 1977, were all to the nor?heast market.

Import pemetration in the northeast market, as shown in table 1,
increased from 17 percent in 1975 to nearly 32 percent in January-March 1978.
It was reported to the Commission by cement customers that some domestic
producers are refusing to accept new orders, thus forcing customers to turn to
Canadian sources. ’

The profit-and-loss experience as reported to the Commission clearly
shows the regional nature of the domestic industry. The ratio of net loss to
net sales during January 1975-June 1978 for the establishments shipping to the
northeast market ranged from 6 to 22 percent (loss), while for other 4@gions

1/ U.S. Senate, report of the Committee on Finance to Accompany H.R. 10710,
Trade Act of 1974, S. Rept. No. 93-1298 (93rd. Cong., 2nd Sess.) 1974 at pp.
180-81. ' ,
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profit ranged from 6 to 18 percent of net sales. Prices in the northeast
market, as reported to the Commission, were generally lower than in any other
areas of the United States, but were quite uniform for both domestic and
imported material. Several of the plants that ship into the northeast market
also supply the Philadelphia area. The Commission did not request profit and
loss data for this market area. Reported average selling prices, however,
indicate that this is another area of keen competition. With no imports, this
competition is believed to be between domestic producers.
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APPENDIX A

TREASURY DEPARTMENT LETTER TO THE COMMISSION
ADVISING THE COMMISSION OF ITS DETERMINATION
OF LTFV SALES OF
PORTLAND HYDRAULIC CEMENT FROM CANADA
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vy L ) ,
THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220 i 1, T

DR . X L.
SRR LA N T { B |

: . P L sl
Dear Mr. Chailrman: [t S O A OPVC IR S LY

In accordance with section 201(a) of the Antidumping
Act, (1921), as amended, you are hereby advised that portland
hydraulic cement from Canada, is being, or is likely to be,
sold at less than fair value within the meaning of the Act.

The U.S. Customs Service is making the files relative

to this determination available to the International Trade
Commission under separate cover. These files are for the
" Commission's yse in connection with its investigation as

to whether an industry in the U.S. is being, or is likely

to be, injured, or is prevented from being established, by
reason of the importation of this merchandise into the U.S.
Since some<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>