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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigations Nos. 701-TA-289 (Final)
and T31-TA-381-382 (Final)

CERTAIN GRANITE FROM ITALY AND SPAIN

Determinations

On the basis of the record 1/ developed in the subject invesfigations, the
Commission unanimously determines, pursuant to section 705(b) of the Tariff Act
of 1930 (19 - U.S.C. § 1671d(b)), that an'indusfry in the'United States is not
materially injured or threatened with material injury, and the establishment of
an industry in the United States is not materially reétarded, by reason’of
imports from Spain of certain granite, 2/ provided for in item 513.74 of the
Tariff Schedules of the United States, that have been found by the Depattment
of Commerce to be subsidized by the Government of Spain.

Further, the Commission unanimously determines, pursuant to section 735(b)
of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)), that an industry in the
United States is not mdterially injured or threatened with material injury,+and"
the establishment of an industry in the United States is not materially
retarded, by reason of imports from Italy and Spain of certain granite, 2/
provided for in item 513.74 of the Tariff Schedules of the United States, that.
have been found by the Department of Commerce to be sold in the United States

at less than fair value (LTFV).

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

2/ For purposes of these investigations, the term “certain granite” refers to
granite that is 3/8 inch (1 ecm) to 2-1/2 inches (6.34 cm) in thickness,
including the following: rough sawed granite slabs; face-finished granite
slabs; and finished dimensional granite, including, but not limited to,
building facing, flooring, wall and floor tiles, and crypt fronts. “Certain
granite” does not include monumental stones, crushed granite, or curbing.



Background

The Commission instituted investigation No. 701-TA-289 (Final) effective
December 24, 1987, following a preliminary'deterﬁination by the Department of
Commerce that imports of certain granite fram Sbain'wefe being subsidized
within the meaning of section 701 of the Act (19 U.S.C. § 1671). The
Commission instituted investigations Nos. 731-TA-381 and 382 (Final) effective
February 29, 1988, following preliminary detegminatiqns by the Department of
Commerce that imports of certain granite from Italy and Spain were being sold.
at LTFV within the meaning of section 731 of ‘the Act (19 U.S.C. § 1673).
Notice of the institution of the Commission’s investigations and of a public
hearing to be held in connection therewith was given by posting copies of.
notices in the Office of the Secretary, U.S. International Trade Commission,
Washington, DC, and by publishing the notices in the Federal Register of
March 24, 1988 (53 F.R. 9712) and of June 14, 1988 (53 F.R. 22230).. The
hearing was held in Washington, DC, on June 30, 1988, and all persons who

requested the opportunity were permitted to appear in person or.by. counsel..



VIEWS OF THE COMMISSION
We unanimously determine that an industry in the United States is not
materially injured or threatened with material injury by reason of imports of
certain granite from Spain that have been found to be subsidized and imports
of certain granite from Italy and Spain that are being sold in the United

States at less than fair value (LTFV).

I. The Like Product and Domestic Ihdusth

In order to assess material injury, the Commission first must determine
the relevant domestic industry. The ferm “industry” is defined as "the
domestic producers as aAwhole of a like product, or those producers whose
collective output of the like product constitutes a major proportion of the
total domestic ﬁroduction of that proddct e . ."ll/ In turn, "like
product’” is defined as "a product which is like, or in the ébsence of like,
most similar in characteristics and uses with, the article subject to an
investigation . . . ." 2/

The impofted article subject to investigation is "certain granite,” which-
consists of granite products that are 3/8 inch (1 cm) to 2—1;2 inches (6.34
cm) in thickness and include rough sawed granite slab; face-fiﬁished grénite
slab; and finished dimensional granite including, but not 1imited to, building
facing, flo&ring, wall and floor tiles, paving, and crypt‘fronts. 3/

In making-its like product determination, .the Commission traditionally

considers five factors: (1) physical characteristics and uses,

(2) interchangeability, (3) channels of distribution, -(4) -customer or

1/ 19 U.5.C. § 1677(4)(A). Because there is an established domestic
industry, "material retardation"” was not raised as an issue in these
investigations and will not be discussed further.

2/ 19 U.S.C. § 1677(10).

3/ 53 Fed. Reg. 27187 (July 19, 1988). 'Certain granite" does not include
monumental stones, crushed granite, or curbing. I1d.



producer perceptions of the articles, and (5) common manufacturing facilities,
production processes, and production employees. afs

In these final investigations, petitioners urge that the Commission find
one like product, while respondeﬁts maintain there aré.éeveral different like
products.él Italian respondents urge the Commission to find four like
products consisting of cut-to-size granite, slabs (a semi-finished product),
pre-cut granite tiles, and pre-assembled granite copblestone._é( ;ngemar,
S.A. and Ingemarga, S.A., two of the Spanish regpondénté, urge éﬁeiééﬁmié;ion
to find four like prodﬁcts cénsisting of ;ough—éa&gq granite slaps,
face—finished slabs not cqt—to-sizg, g?aqite cutvioléizélana.fiqished, and 3/8
inch thi;k pre—cgt graﬁitg.tilesl 1/ Other Spanish respondepts argue for
three like producps gonsisting of slab,_finished cut»tg-size grgnite, and

1 o

/
pre-cut granite tiles. 8

4/ See, e.g., Color Picture Tubes from Canada, Japan, the Republic of
Korea, and Singapore, Inv. Nos. 731-TA-367-370 (Final), USITC Pub. 2046.at-4:
(Dec. 1987); Certain Forged Steel Crankshafts from the Federal Republic of
Germany and the United Kingdom, Inv. Nos. 731-TA--351 and ‘353 (Final), USITC
Pub. 2014 at 5 (Sept. 1987).
5/ In the preliminary stage of these investigations, the Commission found a
single like product, -consisting of domestically produced finished granite
within the size ranges and other parameters specified in the Department of
Commerce's (Commerce) description of the imported article. See Certain -
Granite from Italy and Spain, Inv. Nos. 701-TA-288 and 289 (Preliminary) and
731-TA-381 and. 382 (Preliminary), USITC Pub. 2016 at 5 (Sept. 1987). ~ :° v

6/ Pre-Hearing Brief on Behalf of Producers and Importers of Italian *-
Cut-to-Size Granite at 1-6; Pre-Hearing Brief on Behalf of Italian Granite
Slab Producers at 1-9; Pre-Hearing Brief on Behalf of Michadel Vandever - -~
Associates at 1-4. '

1/ Pre-Hearing Brief on Behalf of Ingemar, S.A. and Ingemarga, S.A:. at 3.

8/ Post-Hearing Brief on Behalf of Artemarmol, S.A., Granitos,
Ibericos-Grayco, S.A., Ramilo, S.A. and Santal, S.A. at 4-5.



In terms of physical characteristics and common production pfocesses,
there are a number of similarities among the various articles subject to
investigation. Granite slab, which is sawed from large granite blocks, is an
intermediate product that is further cut and finished to produce almost all of
the various "finished" granite products. 3/ Cut-to-size finished granite
refers to finished granite products that are custom-fabricated from granite

slab. 10/ Most cut-to-size finished granite produced in the United States

is "cladding” or "building facing," designed for use as an exterior building
surface, or 'veneer,' generally a thinner material used to cover interior

11
surfaces. —

Cut-to-size granite also refers to finished products such as table tops

2/
and vanities. i2 These products are nearly always custom-manufactured,

9/ Pre-Hearing Brief on Behalf of Italian Granite Slab Producers at 3;

Report of the Commission (Report) at A-6. '"Face finished" granite slab is
slab whose surface has been rubbed, ground, thermal-flamed, or polished.
at A-6-A-7; Pre-Hearing Brief on Behalf of Ingemar, S.A. and Ingemarga,

at 5.

1d.
S.A.

10/ Report at A-6-A-7; Pre-Hearing Brief on Behalf of Italian Granite Slab
Producers at 3 ("Granite slab is an intermediate product for all cut-to-size
products subject to this investigation").

11/ Report at A-7; Commission Hearing Transcript (Tr.) at 176; Pre - Hearing
Brief on Behalf of Producers and Importers of Italian Cut-To-Size Granite at 1
n.2; Report at A-18. These products are cut to specification and may contain a
variety of anchor holes, mitre cuts, and other "special works" cut into the
stone to enable it to conform to a particular aesthetic design or to be hung
as panelling or otherwise secured in place.

12/ Pre-Hearing Brief on Behalf of Producers and Importers of Italian
Cut-To-Size Granite at 1; Report at A-18.



. - 137 14/
vary greatly in dimension and detail, and have a polished surface. — —

Other cut-to-size granite products included within the definition of
"certain granite"” are flooring and paving, crypt fronts, and granite tile.
Flooring and paving, products that average 1 inch in thickness and usually
have a rough surface finish, are intended to bear pedestrian and vehicular
traffic in sheltered and unsheltered areas. 13/ Crypt fronts are made of
finished cut-to-size stone and are used as nonstructural ornamentation on
crypts. 16/ Granite tile, which is similar in physical characteristics to
smooth granite paving, crypt fronts, and veneer, usually is intended for
nonstructural use on interior floor and wall surfaces. Although tile may
include customized cut-to-size granite pieces, it usually is pre-cut

to standard sizes. 17/

13/ Report at A-7. These customized products are ordinarily produced by
so-called marble shops, small firms that purchase granite slab and fabricate

cut-to-size finished granite products for small orders. Id. at A-15; Tr. at
141-142, 151-154, 240. ‘

14/ Although skilled employees use specialized cutting and finishing
equipment in the final finishing of cut-to-size granite, particularly in
fabricating 'special works," there is evidence that most cut-to-size finished
granite products undergo processing on common sawing/slabbing machinery, . face
finishing equipment, and perimeter cutting equipment. Post-Hearing Brief on
Behalf of the Ad Hoc Granite Trade Group (Response to Question 2 by
Commmissioner Cass) at 7. Cf., Pre-Hearing Brief on Behalf of Ingemar, S.A.
and Ingemarga, S.A. at 5-9., Also, there is evidence that employees typically
are trained in several areas of the cut-to-size finished granite production
process. Staff Memorandum EC-L-263 at 6.

15/ Report at A-7.

16/ Id.

17/ Post-Hearing Brief on Behalf of the Ad Hoc Granite Trade Group (Response
to Question 2 of Commissioner Cass) at 4-5. Tiles most commonly are 3/8
inches thick and 12 inches square, but may be cut as large as 24 inches
square. Report at A-6. Floor tile usually has a rough surface finish,
whereas a highly polished surface is popular for wall tile. Id.



Notwithstanding certain differences in their individual physical
characteristics, the end uses and channels of distribution of the various
imported articles overlap to a significant degree. As stated by petitioners,
"products referred to as tile appear on walls, interior floofs, mausoleums and
exterior walkways but, depending on the application of the‘granite, are
identified differently, e.g., paving, facing, crypt fronts." 18/ Similarly,
wall surfaces may be covered with veneer or wall tiles, and floors may be
covered with paving or pre-cut floor tiles.

With respect to channels of distribution, it is estimated that more than_
90 percent of all granite purchases, by volume, are of cut-to-size granite,
which consists largely of building cladding and veneer. 18/ This material
generally is sold to developers/owners, general contractors, installers, and
granite suppliers. 20/ Petitioners claim that most slab is also sold to
installers, who compete with the domestic industry for large cut-to-size
granite projects. 21/ Although tile often is sold by tile distributors,
retail stores, and small marble shops, a significant émount of tile is—sold

directly by domestic producers for use in building construction projects. 22/

18/ Post-Hearing Brief on Behalf of the Ad Hoc Granite Trade Group (Response
to Question 2 by Commissioner Cass) at 5. See also Tr. at 59, 188. Industry
sources confirm that at least "small” quantities of tile are used in place of
building cladding, Report at A-8, and petitioners have identified U.S.
construction projects where thin set granite tile has been used as exterior
building facing. Post-Hearing Brief on Behalf of the Ad Hoc Granite Trade
Group (Response to Question 2 from Commissioner Cass) at 6.

lg/ Report at A-7.

20/ Report at A-7, A-18; Pre Hearing Brief on Behalf of the Ad Hoc Granite

Trade Group at 37; Pre-Hearing Brief on Behalf of Producers and Importers of
Italian Cut-To-Size Granite at 4.

21/ Post-Hearing Brief on Behalf of the Ad Hoc Granite Trade Group (Response
to Question 2 by Commissioner Cass) at 2.

22/ Id. at 4-6; Report at A-87.



Respondents' claim tha£ slab constitutes a separate like product also
-raises the issue of the circumstances in which an article in an intermediate
stage of a multi-stage production process is "like'" an article at a later
stage in that process. 1In ‘addressing this issue, we trgditional;y consider,
among other factérs, whether the intermediate product imparts an essential
characteristic, eithér-physical or functional, to the finished product; the
type and extént of further processing required to convert the intermediate
product into a finished product; whether the intermediate product has an
independent use ér is‘strictly dedicated to use in the finished product; the
extent to which the intermediate and finished products are sold through the
same'channels of distribution; and the degree of interchangeability of the
articles at differeﬁt'stages of production. 23/

Slab does not appear to have an independent end use other than as a
semi-finished product to be used in the production of finished cut-to-size

‘ 4/ o
granite products. 24 Paving, building facing, and pre-cut tiles may be cut

23/ See, e.g., Certain Welded Carbon Steel Pipes and Tubes from the Republic
of Korea and Taiwan, Inv. Nos. 731-TA-131, 132 and 138 (Final), USITC Pub.
1519 (April 1984); Butt-Weld Pipe Fittings from Japan, Inv. No. 731-TA-309
(Final), USITC Pub. 1943 (Jan. 1987); Color Television Receivers from the
Republic of Korea and Taiwan, Inv. Nos. 731-TA-134 and 135 (Final), USITC Pub.
1514 (April 1984); 0il Country Tubular Goods from Argentina and Spain, Inv

Nos. 731- TA-191 and 195 (Final), USITC Pub. 1694 (May 1985)

24/ Pre-Hearing Brief ‘on Behalf of Italian Granite Slab Producers at 3
("Granite slab is an intermediate product for all cut-to-size products subject
to this investigation™).



5/ 26/
23/ 26 Thus, the processes of

from the same piece of granite slab.
quarrying and extracting the granite, secondary cutting, the shaping and
cutting of rough granite blocks into slabs and, in most cases, the perimeter:
cutting of the slab are common to nearly all of the "finished" granite
products like the articles subject to investigation. 27/ According to
petitioners, a limited amount of additional finishing is generally required to
turn a piece of granite slab into an article of finished granite, 28/ and

the cost of producing face-finished slab often constitutes most of the cost of
producing finished granite products. 29/, We find that the type and extent

of further processing required in producing finished granite products from

slab are an insufficient basis for determining that. slab is not *“like" such

end products..

25/ Tr. at 21, 35.
26/ The fact that slab is not interchangeable with the various finished
products it is used in producing, such as tile, paving, etc., is not
necessarily a basis for determining that slab is a separate, intermediate
“like product.” An intermediate or semi-finished product, by definition, is
not a finished end product. Further, we note that paving, building cladding,
granite furniture, and other products which all parties agree are_  included
within the definition of "cut-to-size finished granite" are themselves not
interchangeable. -

[N

7/ See Tr. at 60-61, 35.

28/ Considerably hofe fihishing and processing of slab may be required in

producing custom fabricated granite furniture, which constitutes a rather
small portion of total sales of finished granite. See Tr. at 34.

29/ See, e.g., Tr. at 34-35, 60-61; Post-Hearing Brief on Behalf of the Ad
Hoc Granite Trade Group (Response to Question 2 by Commissioner Cass) at 3.



‘10

In addition, we find that granite slab possesses the essential physical
and commercial characteristicés of all "certain granite' products. Granite is
selected as a building or design material, in lieu of other kinds of dimension
stone such as marble or travertine, 307, or other building and design
materials such as glass, steel, and concrete, because of granite's color,
texture and durability. i/ - Accordingly, we find that it is these physical
properties present in- granite slab, rather than the further cutting and
finishing of slab, that impart the essential physical and functional
characteristics that distinguish finished granite products from other sorts of
building materials.

‘Having carefully considered the parties' like product arguments in light
of the foregoing factors, we do not find clear dividing lines among the
articles subject to investigation. a2/ Further, we find that the

similarities among '"certain granite" products, in terms of their

30/ ~The term "dimension stone” refers to natural rock that has been
qua:ried shaped and finished to certain spec1f1cat10ns Report at A-5, A-9.

31/ See Report at 'A-19-A-20.
32/ The Commission has stated that it looks for "clear dividing llnes among
products in terms of distinct characteristics and uses. Minor variations in
products are insufficient to find separate like products.” Color Picture
Tubes from Canada, Japan, the Republic of Korea, and Singapore, Inv. Nos.
731-TA-367-370 (Preliminary), USITC Pub. 1937 at 4 (Jan. 1987).. See S. Rep.
No. 249; 96th Cong., 1lst Sess. 90-91 (1979); Asociacion Colombiana de
Exportadores de Flores v. United States, Slip Op. 88-91 at 17 (Ct. Int'l Trade
July 14, 1988).
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characteristics and uses, production processes, and channels of distribution,
outweigh their differences. 33/ 34/

Based upon the foregoing considerations, and in light of the record in
these investigations, wé define the like product to consist of ’certain
granite" products that are 3/8 inch (1 em) to 2-1/2 inches (6.34 cm) in
thickness and include rough-sawed granite slabs, ;aCe—finished granite slabs,
and finished dimensional granite including, but not limited to, building

facing, flooring, wall and floor tiles, paving and crypt fronts. 33/

)

33/ As noted in the legislative history to the Trade Agreements Act of 1979,
"[t]he requirement that a product be 'like’ the imported article should not be
interpreted in such a narrow fashion as to permit minor differences in
physical characteristics or uses to lead to the conclusion that the product
and article are not 'like' each other, nor should the definition of 'like
product® be interpreted in such a fashion as to prevent consideration of an
industry adversely affected by the imports under investigations." S. Rep. No.
249, 96th Cong., 1lst Sess. at 90-91 (1979). ’

34/ Although there are some significant dissimilarities in the physical
dimensions of various finished granite products, in previous investigations
the Commission has declined to find separate like products solely on the basis
of differing physical dimensions, and we decline to do so here. See, e.g.,
Certain Bimetallic Cylinders from Japan, Inv. No. 731-TA-383 (Final), USITC
Pub. 2080 at 5 (May 1988); Color Picture Tubes from Canada, Japan, The
Republic of Korea, and Singapore, Inv. No. 731-TA-367-370 (Final), USITC Pub.
2046 at 5 (Dec. 1987).

35/ Certain granite prddﬁcts do not include monumental stones, crushed
granite, or curbing. '
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Therefore, we define the domestic industry as the domestic producers of

. . . 36/ 37/ 38/
“certain granite." — — —

II. Conditions in the Marketplace

In order to determine the condition of the domestic industry and the
impact of the subject imports in the domesttc marketplace, the Commission.
believes that it is important first to understand the fundamental changes:in

the demand and uses for granite which began in the 1970s and have dramatically

36/ Report at A-12-A-15.
37/ Based upon the information in these final investigations the Commission
has reconsidered its preliminary finding that excluded marble shops from the
domestic industry. Although there is evidence that, until recently, marble
shops have been unable to purchase significant quantities of slab from
domestic producers, and therefore must fabricate finished granite products
prlmarlly from imported slab, Report at .A-24; Tr. at 152-153, 240- 241,
substantial amount of processing and finishing is required to transform slab
into granite furniture and other finished granite products produced by marble
shops. Because of the significant amount of work performed by marble shops on
slab to produce finished granite products, we conclude that such marble shops..
are domestic producers of "certain granite.’ Further, we .note that no partles
have suggested excluding marble shops from the domestic. industry as-related
parties. See 19 U.S.C. § 1677(4)(B). ‘

38/ Comm1551oner Lodw1ck excludes marble shops from the domestlc 1ndustry
based on their position as an importer of granlte slab .—- which constitutes a-
major cost of their total finished granite costs -- and on their financial -
performance which differs cons1derably from. other operatlons producxng certain
granite. Marble shops also differ from producers. of certain granite as-they .
do not quarry and slab granite stone as the producers of certa1n granite do;
the marble shops must purchase slab which constitutes a major input .cost. The
inclusion of marble shops in the domestic industry would skew the data on
financial performance of the U.S. industry as marble shops have better
operating income levels than other producers of certain granite and that
marble shops' sales are significant relative to the sales of producers of
certain granite.
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increased the demand for granite in general and imported granite in
particular. Over the first three-quarters of this century, U.S. consumption
of granite declined as other building products became available and popular..
However, due to rising energy prices in the 1970s, glass, steel, concrete, and
other building materials became increasingly costly to produce; buildings made
of these materials became more costly to heat and cool. As a result, natural
stone (including marble, limestone, travertine, and granite), a relatively
more energy-efficient building material, became more desirable. 39/ :

Demand for granite also increased for aesthetic reasons. For example,. in
1979, the AT&T Building in New York City was constructed with a domestic
granite exterior. Industry spokesmen agree that this project sparked a new
trend in architecture, the Postmodern Movement, which emphasized classic:
design, detail, and the use of natural building materials such as granite and
other dimension stone. This movement superseded the International Style,
which was identified with minimalist lines and glass and steel construction
materials. 40/

In the early years of this movement, granite continued to be a relagively
expensive material to use..ﬂll Later, however, the more advanced B o

fabrication equipment developed by Italian producers enabled them to offer

thinner, and therefore less costly, cladding, veneer, and tile in the U.S.

w
O
~

See Report at A-18-A-19.
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market. a2/ During this same period, technical advances in methods of

adhering granite cladding and veneer to a structure further reduced the cost

of .using thin granite as an exterior surface. 43/,

Producers and consumers agree that, as a.result of these developments,

- consumption of finished granite products -- both as an exterior building
surface and as a material for tile and otherelements of interior design --
rose dramatically. a4/ In addition, as the demand for granite increased
generally, the demand for thinner granite and .granite of unusual colors and
textures has particularly increased. 1In particular, the Italian granite
industry, that fabricates "certain.granite" from numerous types of granite

-block imported from all over the world, pioneered the technological

developments that essentially spurred the increased demand for granite

42/ Multiblade "gang saws" and tile cutting equipment developed by the
Italian stone cutting industry are claimed to offer the most efficient means
of producing "thin" (3/4") veneer and (3/8") tile. See, e.g., Pre-Hearing
Brief on Behalf of the Producers and Importers of Italian Cut-To-Size Granite
at 6-10; Tr. at '180. Over the period of investigation, gang saws have been
acquired by each of the petitioning firms, as well as by other domestic
producers. Report at A-11, A-14, A-24. »

43/ . Report at A-19; Conference Transcript at 14-18. As explained by
respondents, by eliminating extra thickness, the weight and price of granite
is significantly less. This also saves building costs by lowering the cost of
the structural frame and other load-bearing elements. Also, thin granite
cladding can be preassembled into panels that are delivered to the job site
ready for installation, thereby reducing the time and, hence the cost required
to "clad" a building exterior. Pre-Hearing Brief on Behalf of Producers and
Importers of Italian Cut-To-Size Granite at 9; Tr. at 162-166; Report at
A-53-A-54. '

44/ In 1985, it was estimated that granite consumption increased roughly 600
percent from 1980 to 1984. Report at A-20. See also Tile & Decorative
surfaces, "The 'Hot' New Tile is Stone!," at 28 (Oct./Nov. 1984).
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45/
and specializes in thin granite products of unusual color and textures. —

It is in the context of these fundamental changes in production technology,
total demand, and market preferences that we assess the condition of the

domestic industry and the impact of the subject imports.

III. Condition of the Domestic Industry

In assessing the condition of the domestic industrj, the Commission
considers, amohg other factors, domestic consumption, production, capacity,

capacity utilization, shipments, inventories, employment and financial

46/
performance. —

During the period of investigation, the u.s. granite industry experienced
growth and increases in several performance indicators. Apparent'U.S.>
consumption of finished granite rose in volume from 11.0 million square fee£

in 1985 to 13.1 million square feet in 1986, and totalled 11.9 million square

47/

feet in 1987. U.S. consumption of finished products rose in value‘from

$119.1 million in 1985 to $145.6 million in 1986, an increase of 22.2 percent,

before falling slightly to $140.5 million in 1987. 48/

U.S. producers' shipments of finished granite 49/ rose steadily over

the period of investigation, increasing from 4.8 million square feet in 1985

45/ Report at A-39, A-46. Cf., Tr. at 205.

46/ 19 U.S.C. § 1677(7)(C)(iii).

477 Report at A--22. .

48/ Id.

49/ U.S. producers' company transfers aﬁd opeh ﬁafkét séies;
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to 5.4 million'sqﬁare feet in 1986 and 5.5 million square feet in 1987.

Shipments in interim (January-March) 1988 fell to 1.3 million square;féet,

down from 1.4 million square feet in interim 1987. 20/ ps measured by

value, the domestic industry's shipments of finished granite increased

steadily from $64.3 million in 1985 to $69.7 million in 1986 and to $74.4

/ .
million in 1987. élA The value of shipments in interim 1988 was $17.2

52/

million as compared to $17.4 million in interim 1987. . The unit value of

domestic shipments also rose, from $13.26 per square foot in 1985 to $13.54

per square foot in 1987. 23/

PR

U.S. shipments of granite slab also increased over the period of
. 54/ , :
investigation. = On an annual basis, domestic slab shipments increased .

/
steadily, both in terms of volume and value, from 1985 to 1987. 23

Domestic production capacity also increased. U.S. average-of-period
capacity to finish granite increased fron 8.4 million square feet in 1985 to

56/
9.4 million square feet in 1986 and 9.5 million square feet .in 1987. — .

20/ Report at A-28. )
51/ 1d
52/ Id.

53/ Id. at A-27, table 4. We note that this increasezin the square foot
unit value of domestic shipments occurred notwithstanding the shift in market
demand to thinner granite products.

54/ We note that almost all of the domestic industry's slab production is
captively consumed in the production of various finished granite products.

1d. at A-26.

55/ Id. 1In interim 1988, slab shipments declined by roughly 12 percent. Id.

56/ Id. at A-25. Finished granite production capacity remained constant in
interim 1988 as compared to interim 1987. 1Id.
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pPomestic production of finished granite rose from 4.9 million square feet in
1985, to 5.5 million square feet in 1986 and 5.9 million square feet in
1987. 21/ As a result of this increasing production, finished granite
capacity utilization rose from 58.1 percent in 1985 to 61.7 percent in
1987. 38/
Although the average number of production and related employees declined
by three percent from 1985 to 1987, output increased significantly, and hours
worked and hourly wages were higher in 1987 than in 1985. 29/ Finally,
average total hourly compensation increased steadily over the period of
investigation. 69/
The financial performance of domestic producers' overall establishment
operations was also favorable. 1/ Aggregate net sales decreased by 1.7

percent from $149.6 million in 1985 to $147.1 million in 1986, then recovered

in 1987 to $150.8 million. 62/ Operating income fell from $15.7 million in

57/ Id. at A-26. Production decreased from 1.4 million square feet in
interim 1988, to 1.3 million square in interim 1987, a decline of 6.9
percent. 1d.

58/ 1d.
59/ See id. at A-29; EC-L-263 at 6.
60/  Report at A-29.

61/ Products sold in addition to those constituting 'certain granite”
include structural granite over 2-1/2 inches thick, granite monuments,
mausoleums, crushed granite, and curbing.

62/ Report at A-30. Net sales in interim 1988 totaled $35.2 million, an
increase of 5.9 percent over interim 1987 sales of $33.3 million. Id.
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1985 to $13.4 million in 1986, and recovered to $17.1 million in 1987.

Operating income margins, as a percent of sales, were 10.5 percent in 1985,

9.1 percent in 1986, and 11.3 percent in 1987. 3/

With respect to domestic industry operations producing "certain granite,"”
net sales increased steadily over the period of investigation, rising from
$50.8 million in 1985 to $64.0 million in 1987, an increase of 26

4 ’ .
percent. &4/ Gross profits totalled $9.4 million in 1987, up almost 150

percent from the $3.8 million recorded in.1985. 83/

The domestic industry suffered negative cash flows of $1 million in 1985

and’$2 million in 1986, followed by a positive cash flow of $0.4 million in

66/

1987. Although the industry expefience@ net operating losses in each

year over the period of investigation, the data reflect an improving trend in

this regard, as operating losses totalling $2.9 million in 1985 were reduced

67/ 68/

to $1.0 million by 1987. As a percentage of sales, operating

Ia\
w
~
[
(o9

2
.\
=

. at A-32.
65/ Id. at A-33, table 8.

66/ In interim 1988, the industry enjoyed a positive cash flow of $0.24
million, as compared to a negative cash flow totalling ($0.16 million) in
interim 1987. Id. at A-33, table 8.

67/ Id. at A-33. Data as to operating losses and operating margins for 1986
are confidential. We note that notwithstanding an increase in shipments of
finished granite in 1986 as well as in other indicators, profitability .in the
domestic industry deteriorated in 1986 as compared to 1985. This result
certainly was due in part to expansion costs as domestic producers

sigﬁificantly increased capital investments in new slabbing and fabricating
equipment. Id. at A-28, A-35.

68/ We note that the production facilities of Georgia Granite Co., which
declared bankruptcy and ceased production in December 1986 due -~ according to
petitioners —-- to unfairly traded imports, have recently been purchased by
another domestic producer that invested in those facilities and resumed
production in April 1988. 1Id. at A-14.
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losses totalling 5.8 percent in 1985 were reduced to 1.6 percent in

1987. 8%/ Annual operating rates of return on assets dedicated to certain

) . . 10/
granite production showed similar improvement. —

Net sales by marble shops increased substantially in 1985-1986, but

declined somewhat in 1987. 1/ 12/ Marble shops that responded to

Commission questionnaires were profitable thoughout the period of

investigation. 13/

Despite a significant increase in imports of granite tile in 1986, 14/

Cold Spring Granite Co. introduced a line of tile products in 1986 and there
is evidence in the record that domestic tile producers are operating at fuil

capacity and are unable to keep pace with increasing demand. 13/

69/ Id. at A-32. Operating loss margins, as a percentage of net sales, also
decreased in interim 1988 as compared with interim 1987. Id.

10/ Id. at A-35.
11/ Id. at A-34. The available data do not indicate the precise share of
domestic production accounted for by marble shops. See Tr. at 224. However,
most of the "certain granite” produced domestically is produced by petitioners
and various nonpetitioning U.S. quarrier/producers, not marble shops. Report
at A-12, A-14. See also id. at A-71, A-15.

12/ We note that our analysis of the condition of the domestic industry
would not differ if marble shops were to be excluded as related partles See
nn.37 and 38, supra.

713/ Report at A-34.

14/ Id. at A-41-A-42.

15/  See Pre-Hearing Brief on Behalf of Italian Tile Producers at 6-8; Tr. at
215-217.
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Thus, the data show that as the domestic industry adjusted to changing
production technologies and changing customer tastes, 18/ its condition
improved. Moreover, in light of the improvement in almost ail key performance
indicators over the 1985-87 period, it is questionable whether the domestic
industry is‘presently suffering material injury. 11/ Even assuming the
domestic industry is_presently sufferihg material injury, we conclude that

such injury is not by reason of unfairly traded imports.

Iv. .Cumulation

Section 771(7)(C)(iv) pf the fariff and Trade Act of 1984 directs the
Commission to assess cumulatively the volume and price effects of imports.from
two or more countries if.fhe imports are §ubject to investigatiqn and if they
compete with eachkogher and with the liké products of the domestic industry in
the United Stateé. 8/ In the preliminary étage of these investigations,
the Commission found_that the statutory conditions.for méﬁdatory cumﬁlation of
imports from Italy and Spain were presgnt. We are not persuaded by the
information developed in thgse final investigations that the subject import§

as a whole from both Italy and Spain do not compete with one another or with

76/ See, e.g., Tr. at 180, 235, 256.

77/ Based on the information collected in this final investigation,
Commissioner Lodwick finds that the domestic industry has been materially
injured. However, he does not find material injury by reason of imports.

78/ 19 U.S.C. § 1677(7)(C)(iv).
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. 79/ 80/ . . . . .
the domestic like product. — — Accordingly, in these investigations

we cumulatively assessed the volume and price effects of imports of certain

granite from both Italy and Spain.

V. Causation 81/

In making final determinations in antidumping and countervailing duty

cases, the Commission must ascertain whether a domestic industry is suffering

. . . . /
material injury "by reason of" the imports under investigation. 82 In

making this determination, the Commission shall consider, among other factors,
the volume of imports of the class or kind of merchandise subject to

investigation, the effect of those imports on prices in the United States for

1

the like product, and the impact of imports on domestic producers of the like

83/
product. 83

19/ We note that there is competition both between Italian and Spanish
imports, and between such imports and the domestic products, with respect to
tile, cut-to-size granite (which constitutes the great majority of both the
subject imports and domestic production), and slab.

80/ Vandever Associates, the sole importer of a pre-assembled cobble paving
product known as "Eurocobble,” contends that Eurocobble is a distinct like
product and that the Commission cannot cumulate imports of Eurocobble with
other imports because Eurocobble is not produced either in Spain or in the
United States. We have defined the like product to be certain granite, which
includes cobble paving. We find that, on the whole, there is meaningful
competition between the subject imports from Spain and Italy and domestically
produced certain granite. Further, we find that paving produced by the
domestic industry and Spanish producers are similar in uses, channels of
distribution, and customer perceptions, and compete with, Eurocobble.

81/ Commissioner Cass joins in this section of the opinion. 1In his
Additional Views, he also explains his analysis of certain other aspects of
the causation issue that played a role in his decision, but are not fully
treated 'in the Commission's opinion.

82/ 19 U.S.C. §§ 1671d(b), 1673d(b).

83/ 19 U.S.C. § 1677(7)(B).
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The issue before the Commission in final antidumping and countervailing
duty investigations is whether unfairly traded imports caused material
injury. The Commission is not to weigh the various causes of material

injury. We note, however, that the Commission must take into account
any information demonstrating possible causes of injury to the domestic
industry other than the subject imports. 83/

Petitioners maintain that unfairly traded imports of certain granite from
Italy and Spéin caused material injury to the dome§tid industry. 1In
particular, they stress that low import ﬁfiées injuredlthe domestic industry
by causing pfice depression, lost revende,'And lost séles, further resulting
in reduced domestic capacity utilizatioﬁ and employmeﬁt. 86/ Respondents
argue that any injury experienced byAthe domesfic industry resulted from
factors other than imports. For one thing, individual domestic producers
failed to supply the demands of the marketplace. Second, certain
product-specific characteristics (i.e., color, quality, availability,
rgliability, and installed cost), rather'éhan price aléne, are thé detérmining
factors in the pﬁrchase of a particular granité from a particular

. 817/
supplier. —

84/ See, e.g., Hercules, Inc. v. U.S., 673 F. Supp. 454, 481 (Ct. Int'l
Trade 1987); S. Rep. No. 249, 96th Cong., 1lst Sess. 57 (1979). .

85/ S. Rep. No. 249, 96th Cong., lst Sess. 58 (1979). Such alternative
causes may include "the volume and prices of nonsubsidized imports,
contraction in demand or changes in patterns of consumption, trade restrictive
practices of and competition between the foreign and domestic producers,
developments in technology, and the export performance and productivity of the
domestic industry.” Id. at 57.

86/ See, e.g., Pre-Hearing Brief on Behalf of the Ad Hoc Granite Trade Group
at 14-15, 26-31.

87/ See, e.g., Pre-Hearing Brief on Behalf of Producers and Importers of
Italian Cut-To-Size Granite at 14-18, 23-32, 42-43.



23

. 88/ o . .
With respect to the volume of imports, — 1Italian and Spanish imports

. 89/
consist primarily of finished granite products, as opposed to slab. —

Questionnaire data indicate that imports of finished granite from Italy and

Spain increased from 5.7 million square feet in 1985 to 7.1 million square

: . 90/
feet in 1986, and then declined to 6.0 million square feet in 1987, —

while the value of such imports moved from $50 million in 1985 to $70 million

91/

in 1986 and $62 million in 1987. : Over the same period, slab imports

increased from 0.8 million square feet in 1985 to 1.2 million square feet in

92/

1986 and 1.5 million square feet in 1987. The increase in the value and

. ps /
unit value of the slad imports was equally significant. 23 _25/

88/ The Commission has based its analysis of import volumes. upon data
derived from four sources: responses to Commission questionnaires,

petitioners' estimate of the value of the subject imports, export data
reported by foreign producers, and Department of Commerce determinations.
Report at A-46-A-47. The data contained in the Commission's staff report
fairly reflect the level of imports subject to investigation, following
Commerce's exclusion from its investigation of imports of certain granite
produced by Formai & Mariani S.r.1. (and its related company Northern Granites
S.r.1l.), Henraux, S.p.A. and Savema S.p.A. 53 Fed. Reg. 27187 (July 19, 1988).

89/ Report at A-39 and A-4l.
90/ Id. at A-49, table 15. The level of imports in interim 1988 was 1.25
million square feet, down from 1.28 million square feet in interim 1987. Id.
We note that the data reported from other sources differ, yet demonstrate
similar annual trends. Id. at A-40, table 12 and A-42, table 13.

91/ Id. at A-49. 1In interim 1988, the reported value of finished granite
imports from Spain and Italy was $13 million, down from $14.1 million in
interim 1987. Id. See also id. at A-109 for alternative calculations of the
value of "certain granite" imports.

92/ Id. at A-48, table 14. Slab imports from Italy and Spain in interim
1988 were 370,000 square feet, up from 282,000 square feet in 1987. Id.

93/ Id. at A-48, table 14. This increase is due in part to the increase
over the period of investigation in the value of the Spanish peseta and
Italian lire against the U.S. dollar. Id. at A-65.

94/ The data shows that domestic producers have not sold significant
quantities of slab in the open market, thus diminishing the impact of slab
imports on domestic producers' performance. See n.37.
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Questionnaire data indicate éiat,'oVér the period of investigation, ' the
market share supplied by Italian imports' share of total U.S. consumption of
finished granite, declined stéaaily whereas the ¢onsiderably smaller share
supplied by the Spanish imports increased from 1985 to 1986 and declined in
1987. 22/ 1he combined import penetration of the imports was 51.5 percent
in 1985, 54.3 percent ‘in 1986, and 50.5 percent in 1987. 2/ Although the
domestic industry's market share declined frdm 44,1 percent in 1985 ‘to 41.3
percent in 1986, and roée'toiaetakbercéﬁt*iﬁ:1987.'21/ SR

The share .of the ‘total value of:U.Slyéonéumption of finished granite
accounted for byxfhe.ﬁnfair'impbbts increased from 42.3 percent in 1985 to
48.3 percent in 1986 and declined to 44.0 percent in 1987. 98/, The domestic
industry's share of"the_;ofaliv;;dé'QflU{SE.cbthmﬁtipn of finiéhed:graﬁi;e

99/

was 54.0 percent in 1985, 41}7'§é%gént in 1986, and 53.0 percent in 1987.
Thus, thevabSoiute andf§e;a§ive:}ebéls bf(subﬁect ihpgrls'remaingd
relativéiy constant as the q6hditibn;9ffthe domestic industry imprergl }
FQétheE, in considering whether the requisite causal link between iﬁforts and
material injury exists, we believe it is important'to‘cdnsider‘the reasons why‘

imports captured their market share.

95/ Id. at 'A-52, tab1e117.
96/ 1d * ’
97/ 1d

98/  Id.

99/ Id. Alternative calculations of ‘import penetration 'show similar
trends. ° Id. at A-110. At no time’over the period of investigation did the
subject imports of slab constitute more than 14 percent, either by volume or
value, or total U.S. consumption. Id. at A-51, table 16.
. S et P

PO B
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With respect to the price effects of the cumulated subject imports, we
note that several factors limit our ability to chart and analyze price trends,
and to make price comparisons, in the granite industry. The square-foot price
for a given specific color of granite to be used in building construction may
vary significantly depending upon such factors as thickness, finish, and

100/

special wofks. = Thus, consistent quarterly sales of a single

specification of granite are rare, which makes it difficult to assess price

trends. 101/

Concerning comparisons of domestic and import prices, both domestic
industry and ihporters agree that even éhe prices for two products of the same
thickness often cannot be matched head-to-head. The square-foot price of
granite of the same thickness may vary depending on differences in color
(including color consistency), texture, finish, the availabilifx of the
granite, and its "workability" (how hard the granite is to cut and saw). 102/

Over the period of investigation, unit values for imports of finished
granite were below domestic unit prices, by margins ranging from 34 percent in

103/

1985 to 25 percent in 1987. This differéntial, however, does not lead

00/ Id. at A-54.

101/ We note, however, that in questionnaire responses, importers and marble
shops observed that prices for Italian granite, which constitute the bulk of
the subject imports, have increased during the period of investigation,
primarily due to the appreciation of the Italian lire against the U.S.
dollar. - Id.

02/ Id. at A-53.

103/ 1Id. at A-27, A-49.
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us to conclude that there was significant underselling by homogeneous
products. First, other things being equal, thinner granite costs less than
thicker granite, and domestic producers ship a relatively thicker product than
that which is imported from Italy and Spain. lgi{ Second, unit values will
vary according to the product mix for which those values are calculated and
the data show, for instance, that compared to imports, domestic producers ship

. 1 s . . 105/
relatively more building facing and less tile. =

In these investigations, direct comparisons between the square foot
prices of imports and the domestic product may also be misleading and
inconclusive, due to the nature of the bid process involved in the sale of.
finished granite for use in construction projects as building cladding or

: 106/ . . . . . .

veneer. — -  Bid prices for granite cladding often may include the service

of installation, the cost of shop drawings of the individual pieces or panels

to be installed, and the cost of such items as anchors or anchor holes for

104/ Id. at A-8. 1In the preliminary investigations, Commission staff found
that, in 1986, the largest percentage of the subject imports were 1-1/8 to
" 1-3/16 inches in thickness, while the most common thickness of U.S. produced
granite was 1-1/4 inches thick; the second most popular imported product was
3/8 inch thick, whereas the next most common domestic product was 2 inches
thick. These findings reflect both the importers' success in selling
increasingly thinner finished granite cladding and veneer, and the different
mix of imported versus domestically-produced products, inasmuch as

U.S.-produced cladding is generally 1-1/4 inch in thickness and most imported
tile is 3/8 inch thick. 1Id.

105/ 1d. at A-7.

106/ Most finished granite is sold through a bid process for use as building
veneer or cladding in large construction projects. See id. at A-55.



27

‘ 7/
hanging the cladding on the building and other special works. 107 Insofar

as these related products and services can account for a significant portion
of a total bid price (and many of the reported bid prices do not break out the
cost of these items) a simple comparison of total bid pricés does not
demonstrate significant price underselling by'the "imported mebchandise"

. . . e . . . 108/ .
resulting in significant price suppression or depression. =

Even if we assume, for the sake of argument, that the import prices

"undercut’ domestic priceé. we are not persuaded that this resulted in

109/

significant price depression or suppression or lost sales. Unlike the

demand for other, more substitutable products, the purchaser's decision ‘to
select a particular granite or granite supplier may be due to several factors

0/
other than price. 110 For example, while price may be important to the

107/ Pre-Hearing Brief on Behalf of Producers and Importers of Italian
Cut-To-Size Granite at 25-27; Report at A-53, A-58, A-59; Tr. at 99. One
bidder's price also may include the cost of paving and other material not
included in other bids. See, e.g., Report at A-60.

108/ Similar limitations on the use of pricing data were present in Certain
Fabricated Structural Steel from Canada, Inv. No. 731-TA-387 (Preliminary),
USITC Pub. 2062 (February 1988), where the price information on fabricated
structural steel reflected total prices bid for the erection of steel
skeletons for buildings, which included erection costs and the cost of
engineering services and products not subject to investigation.

109/ Although it is acknowledged that there has been tremendous downward
pressure exerted on the square-foot price of granite, we find this is largely
due not to the presence of unfairly traded imports, but to an external factor
-~ i.e., the technological advances in the fabrication of granite which
increased efficiency and enabled various producers, to varying degrees, to
meet the growing demand in the market for ever-thinner granite products.
Report at A-53-A-54. » s

110/ See Report at A-46, A-53.
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architect or developer who is choosing acceptable granites for use in a

construction project, 11/ there is evidence.in the record that in many

cases aesthetic considerations such as color and texture are more

important.'llg/ Thus, it is relevant that although U.S. producers quarry

granite within all the major color ranges, they offer a relatively familiar

. . 113/
and somewhat more limited range of colors than do importers. =

' 1yl 1147
Furthermore, such nonprice factors as product availability and the

: , 115/ . . . -
bidding firm's responsiveness to bid specifications = also influencé the

purchaéer's decision. Finglly,,there also is evidence that domestic producers

often have failed to provide timely pricing data, have shipped goods

-

11/ 1Id. at A-46, A-56.

12/ Tr. at 159, 217-218; Report at A-45-A-46, A-56, A-58-A-64.

-

113/ Report at A—46 A- 6 Pre—Hearlng Brief on Behalf of Producers and
Importers of Italian Cut-To-Size Granite at 29. We note that a particularly
popular color of granite is Rosa Porrino or Spanish Pink, which is the major -
type of granlte quarried in Spain. Report at A-41.

14/ Report at A—58—A—59, A-59, A-61.

115/ 1d. at A-58, A—59 Tr. at 146-149. . The Commission has previously held
that sales "lost" to’ 1mports by. reason of a domestic producer's submission of
non-responsive bids do not establish the necessary causal link between the
imports and alleged material injury, because a seller who does not meet the
requirements of a particular bid_ solicitation cannot be said to be in
head-to-head competition for the sale. -See, e.g., Certain Automated Fare
Collection Equipment and Parts Therof From France, Inv. No. 701-TA-200
(Preliminary), USITC Pub. 1323 (Nov. 1982); Cell-Site Transceivers and
Subassemblies Thereof. from Japan, Inv. No. 731-TA-163 (Final), USITC Pub. 1618°
(Dec. 1984). : )
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late, and have simply ignored certain segments of the domestic
market. 116/ 111/

In order to respond to petitioners' allegation that the imports had
caused lost sales and lost revenue, Commission staff checked 38 of the
projects named in these allegations. Of those projects, in only one does it
appear that imported granite was selected in preference to domestic granite
solely on the basis of price. 118/

In conclusion, we are not persuaded that there has been significant price
suppression or price depression or significant lost sales or revenues b&
reason of unfairly traded imports. Further, although imported and domestic
"certain granite"” products may bé."like," they are not entirely
substitutable. 1Indeed, there are significant differences between them in
terms of their product mix (including thickness), the market segments to which
they are marketed, color, services, and other important nonprice factors that

account for purchasers' selections of particular granites and particular
P B

suppliers.

116/ See, e.g., Report at A-60; Pre-Hearing Brief on Behalf of Producers and
Importers of Italian Cut-To-Size Granite at 14-21. ~

117/ One segment of the market .that respondents claim domestic producers
"ignore" is the marble shops. We note that although petitioners explained
their refusal to sell significant quantities of slab to domestic marble shops
by stating that it is "financially absurd . . . to consider selling one to two
slabs . . . ," Pre-Hearing Brief on Behalf of the Ad Hoc Granite Trade Group
at 36, there is evidence that since the filing of their petition in these .
cases, domestic producers have offered slab for sale to marble shops. Tr.. at
152-153, 240-241.

118/ Report at A-58-A-64.
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Thus, based on our consideration of the volume of imports, their prices,
and -- particularly within the context of reported examples of individual bid
competitions —- their impact on domestic producers, we conclude that the
domestic industry is not materially injured by reason of unfairly traded

. 119/
imports. —/

VI. No Threat of Material Injury

In making a determination as to whether there is a threat of material
injury, the Commission is required to consider, among other factors:

(1) the nature of the subsidies provided by a forelgn
country and thHeir likely effects,

(2) any rapid increase in United States market
penetration and the likelihood that the penetration
will increase to an injurious level,

(3) the probability that imports of the merchandise will
enter the United States at prices that will have a
depressing or suppressing effect on domestic prices
of the merchandise,

(4) any substantial increase in.inventories of the
merchandise in the United States,

(5) arfy increase in production capacity or existing
unused capacity in the exporting countries likely to
result in a significant increase in imports of the
merchandise to the United States, and

(6) the presence of underutilized capacity for producing
the merchandise in the exporting country. 120/

119/ 1In addition, Vice Chairman Brunsdale, Commissioner Liebeler and
Commissioner Cass note that the margins of unfair trading in these
investigations are extremely low. Commerce determined that subsidies provided
to Spanish granite producers were either 3.77pefcent or 1.08 percent. The
average dumping margin for Spanish producers ranged from 1.78 percent to 2.19
percent. The average dumping margin for the majority of Italian producers
ranged from 1.02 percent to 4.98 percent, with one producer assigned a margin
of 28.34 percent. These commissioners believe that these low margins are
further evidence that imported granite is not causing material injury to the
domestic industry in these investigations. For further discussion of this
issue, see Additional Views of Commissioner Cass, infra.

120/ 19 U.S.C. §§ 1677(7)(E) and (F).
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A finding of a threatagf.maggrial jnjuryﬂ however, must be based not on

mere supposition or conjecture, but on a showing that the likelihood of harm

/
is real and imminent. 121

The available data ponfir@kthe,absgnce of any real and immiqent threat 6f
material injury to the dpmesti;.indugtry groducing certain granite by reason
of unfairly tradgq_imp9pts from Itgly'andlsgaip. 122/ We are not persuaded
that imports frpm e;thep coqptry héve caused, or will imminently cause, pricg
depression or supprgssioq. Also, we do not believe there is a significant'
potential for prodgc; shifting. Ther? is no_évidence the production
facilities owned or controlled by respondents in which "cértain granite”
products are mangfgqturgd arehglso used to manufacture p;oducts that are

either subject to investigation under section 701 or 731 of the Act or subject
. o . 123/ o
to final antidumping or countervailing duty orders. =

The Spanish respondents argue that they. are. operating at or near full

capacity, that.pomg'ma;ket sales are increasing, and that ghey expect other

121/ 1Id.; Alberta Gas Chemicals, Inc. v. United States, 515 F. Supp. 780, 790
(Ct. Int'l Trade_1981).__

122/ We note that the statute prov1des for the use of cumulatlon in material
injury analyses and makes no mention of cumulation in an analysis of threat of
material injury. 19 U.S.C. § 1677(7)(C)(iv). However, as recently observed
by the Court of Internatxonal Trade, the Commlssxon is not prohibited from
cumulatxvely asse551ng threat of mater1al injury in 4 manner that is
appropriate to, a particular case. Asoc1ac1on Colomb1ana de Exportadores ‘de
Flores v. U.S., Slip Op. 88-91 at 17 (Ct. Int"1 Trade July 14, 1988).

23/ See 19 U.S.C. '§ 1677(7)(F)(VILI).

t e
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. SUNOEN, I 1247 -
markets to expand more quickly than tﬁe U.S. market. — These statements

are supported by information submltted on Spanlsh capaclty. productlon,

; . ,
shipments, and inventories of certain granite, and on other factors 12>

We note that in its examinétion of Spanish export subsidy practices, the

Department of Commerce found three programs Qithhestimated net subsidy rates
of 0.23 percent, 0.32 oercent “and 0.03:peroent‘in 1986 the period of

SRS -
review. However, more current data 1nd1cate that beneflts under one of these

programs. were zero percent ad valorem and the other two programs have been

terminated by the Government of Spa1n. Thus, such beneflts pose no threat to

- 71267/
U.S.. producers of certain granite.

The data also’ show no rapid‘increase in U.S. market penetration by

imports from Spain over the peoiod of‘investiéetion; Slao-impofts from Spain
accounted for a reletively constant'share ot totei'd.%.loonsomotionﬁend the
share of U.S. consumption of fiﬁféhed"granite ao;oontedrfor o&.inports from
.Spain declined from 1986 to 1987. 121/ Further, e;ooots to!the'United

States accounted for a declining share of finished granite export shipments

e " .
124/ See, e.g., Tr. at 232, 243-244; Pre-Hearing Brlef on Behalf of
Artemarmol, S.A., Granitos Ibericos- Grayco, S.A., Ramilo, 'S.A., ‘and Santal

S.A. at 10-12; Post Hear1ng Br1ef on Behalf of. Ingemar. S.A. and Ingemarga.
S.A. at 6-8. :

¥ A

25/ Report at A-41 and A-42, table 13. " We note that:; although ‘Spaniish -
respondents' finished granite" capac1ty in 1987 was substantxally greater than
in 1985, it is not prOJected to 1ncrease s1gn1f1cantly in’1988 or 1989. “Id.

26/ 53 Fed. Reg. 24340 (June 28, 1988). . See 19 U.S.C- § 1677(7)(E)(i).

127/ Staff Memorandum EC-L-263 at 3-4; Report at A-42, table 13, A-108-A-110.



33

. . 128/ ]
from Spain over the period of investigation. =  Shipments of slab from

Spain in 1988 and 1989 are expected to be below 1987 levels. 129/ Finished
. granite imports from Spain are expected to increase in 1988 and 1989.
However, the amount of such increases are relatively minor in comparison with
both total U.S. consumption and the level of imports in 1987, when the
condition of the domestic industry improved significantly. 130/
With respect to threat of material injury by reason of Italian imports,
we note that the data do not indicate a rapid increase in the Italian share of
domestic consumption of either slab or finished granite. Further, exports to
the United States accounted for a declining share of finished granite exports
“over the period of investigation. 131/
With respect to capacity, historically Italian fabricators have had far
greater finished granite production capacity than does the domestic

132/

industry. Nevertheless, Italian producers operated at nearly full

. / .
capacity throughout the period of investigation, 133 and there is no

evidence that they plan to expand present capacity. 134/ Moreover, since

28/ Report at A-41.
129/ 1Id. at A-42, table 13.

130/ See id. at A-42, table 13 and A-22, table 2.

-
w
furt
~
L

d. at A-40, table 12.

w
N
~
=

133/ See Pre-Hearing Brief on Behalf of Producers :and Importers of .Italian
Cut-To-Size Granite at 45; Report at A-63.

134/ Pre-Hearing Brief on Behalf of Producers and Importers of Italian
Cut-To-Size Granite at 45. Cf., Tr. at 200.
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cut-to-size granite is always custom fabricated, there are no significant
I L . . . . 135/

domestic or foreign inventories of imported- cut-to-size granite. ==

For these reasons, we conclude that there is” no threat of material injury

by reason of imports from Spain and Ithly;

135/ See Report at A-26°, A-40, table 12, and A-42, table 13.
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: - ADDITIONAL VIEWS K OF COMMISSIONER RONALD A. CASS
Certain Granite from Italy and. Spain
Investigations Nos. 701-TA-289 (Final)
and 731~TA-381 and 382 (Final)

I concur w1th the Comm1551on s negatlve determlnatlons in
these 1nvestlgatlons and share the Vlews of the Comm1ss1on I‘
offer these Addltlonal Vlews to explaln my analy51s of certaln
issues relatlng to the questlon of causatlon that played a role'

in my dec131on in these 1nvestlgatlons, but that are not fully

treated in the Views of the Cbmmission.

I; MATERIAL INJURY  BY REASON OF UNFAIRLY TRADED' IMPORTS .
As I have: explained in other opinions;l/ in-my view, Title"

VII of the Tariff Act of- 1930, which governs. these investi- -

gations, contemplates that, in-evaluating whether the domestic. -

industry has suffered material injury, the Commission will -
endeavortto determine how the condition of.the-domestic.: -
industry compares to the.condition that-would: have existed if -
there had been no-unfairly traded imports.- The' statute also
suggests that this analysis should be carried out through a°
three-part inquiry. TheSe inquiries and their statutory bases

(including the .division of specific statutory factors among the

1/ See, e.q., Internal Combustion EngineForklift Trucks from
Japan, Inv. No. 731-TA-377 (Final), USITC Pub 2082 (May 1988)
(Additional Views of Commissioner Cass).; 3.5" Microdisks and .- -~
Media Therefor from Japan, Inv. No. 731-TA-389 (Preliminary),

USITC Pub. 2076 (April 1988) (Additional Views of Commissioner
Cass) . : . .
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parts of this induirv) are described in detail elsewhere, 2/ and
no purpose'would be served by reiterating that discussion here.
In brief, however, ‘the ‘essential elements cf the inquiries are
as follows. o o R

First' the volumes and prlces of the subject 1mports are
compared w1th the volumes and prlces that would have obtalned
if there had been no unfalr trade practlces Second 1t 1s
necessary to determlne how the prlces and sales oF the domestlc
like product were affected as a result of changes 1n the market‘“
for the 1mported products consequent to the unfalr trade
practlces. Flnally, in light of the conclu51ons reached
respecting the hature of -the market:for the subject imports and
_the effect of the unfair.trade practices on domestic industry
prices and sales, .conclusions must be reached concerning the
extent, if any, to which;emplovment in the domestic industry -
declined or. became less remunerative-as a result o6f the unfair  °
‘trade_practices; and the extent, if any, to which ‘returhs on:-
investment in,theﬂdomestic’industry‘declined as a result of -
such practices.tsEach of: these. questions is examined -at greater
length below. ' LA
A. Subsidized and Less Than Fair V Imports

in these investigations, the.record strongly suggests that
the unfair trade practiceshin question caused only.a relatively
small decline in:the-prlce of the subject imports and a

concomitantly small increase in the total sales of ‘those goods

r

2/ 14,
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.in the United States. For both Italy and Spain, the dumping
margins calculated by the Department of Commercel3/ were quite
small, with a sales-weighted average of 4.83% for all Italian
producers under investigation and 1.93% for all such Spanish

producers.4/ The subsidy rate calculated by the Department of

3/ Petitioner argued that it would be inappropriate for the
Commission to analyze the margins in this case for a variety of
reasons. First, Petitioner argued that the margins calculated
by the Department of Commerce excluded most "large, customized
projects”", and claimed that it is these sales "where the most
severe price undercutting has been experienced". Comments by
the Petitioner Concerning the Final Determination by the
Department of Commerce at 5-6. However, Petitioner has offered
no evidence to support its position that severe price
undercutting occurred in these large projects, stating only
that it would be "logical" to expect this, given Respondents'
.supposed intention to maintain their cacpacity utilization.

Id. at 6. Petititioner has also argued that the Department of
Commerce failed to follow its "consistent practice" of
examining 60% of the exports in question. Id. at 6-7.

However, in conducting our investigations, it is not our role .
to judge whether the Department of Commerce failed to follow
its own administrative procedures. Finally, Petitioner
contended that the weighted average margins calculated by the
Department of Commerce do not "bear any relationship" to the
margins for individual sales, and argued that such margins can
not be applied "to the margins of underselling found to exist
during the Commission's investigation". Id. at 8. The average
weighted margins, however, are derived from computations made
for individual sales and are weighted to reflect the volume of
each such sale. Moreover, I have not applied the margins in
question to "margins of underselling” in this case; as
discussed, infra, the margins are instead used to determine the
extent to which the price and volume of the subject imports was
affected by the unfair trade practices under investigation.

I do not discern any basis in Petitioner's comments for a
conclusion that the dumping margins and subsidy rates
calculated by the Department of Commerce are inappropriate for
this purpose in these investigations.

4/ Report at A-3-5.
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Commerce for the Spanish producers was even smaller yet,
averaging only 0.85% on a sales-weighted basis.5/

Moreover, even these figures probably overstate, to at
least some extent, the actual change in the price of the
imports that resulted from the unfair trade practices under
investigation. The sales that the Italian and Spanish
producers made in the United States in each case accounted for
a significant proportion.of their total sales in the United
States and their réspéétive home mafkets.g/ It is therefore
unlikély that the LTFV_sales resulted in a price decline'equal
to the full amount of.the'dumping margins.l/ For the purposes
of my analysis of this case, however, I have used the highest
possible price effect_for the subjeét imports, although I
believe that thiébsomewhat overstates the change in prices
consequent to the unfairltrade.practices} I haye taken this
step because the dumping margins calcu1ated by the‘Department

of Commerce were in part based upon constructed value, 8/ rather

5/ Id4. at A-3.
6/ Report at A- 40 Table 12; A-42, Table 13.

7/ See Internal Combustlon Forklift Trucks from Japan Inv. No.
731-TA-377 (Final), USITC Pub. 2082 (May 1988) (Additional
Views of Commissioner Cass) at 130-31; 3.5" Microdisks and
Media Therefor from Japan, Inv. No. 731-TA-389 (Preliminary),
USITC Pub. 2076 (April 1988) (Additional Views of Commissioner
Cass) at 80-82; R. Boltuck, Assessing the Effects on the
Domestic Industry of Price Dumplng, Part I (USITC Memorandum,
May 10, 1988) at 13, 19-21.

8/ Report at A-3-5.
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than actual foreign market sales.9/ The small changes in the
price at which the subject imports were sold almost certainly
did not impact significantly on the sales volume of these
imports. The evidence of record in these investigations,
discussed further in the next section of these Additional
Views, suggests that physical characteristics, service and
other attributes of the products to é substantial extentA
distinguish the imported Italian and Spanish products from the
domestic like product, and that price is not the dominant
factor in purchaser's-considerations. These facts appear to
have reduced the volume effect on the subject impcrts
consequent totthe unfair trade practices.

B. Domestic Prices and Production

The evidence in the record as a whole indicates that the
subject imports had, at most, a very small effect on domestic
prices and production. At first blush, such a conclusion might
appear to be at odds with the fact that the subject imports
from Italy accounted for a relatively large share cf the

domestic market, and the Spanish imports accounted for a

9/ This does not mean, however, that I believe that such
treatment of margins based upon constructed value is
appropriate in every case. Constructed value margins, and
other margins not based upon actual foreign market sales, may
require elaboration of a more sophisticated means of deriving
an inference from the available facts than I have employed in-
prior investigations. I do not at this point address the
issues that such an extension of my analysis would raise, as I
do not believe that they affect the disposition of these
investigations.
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lesser,. but still significant, percentage of the market.l10/
However, the imported products sold in the United States by the
Italian and Spanish producers are substantially different from
the domestically—pfoduced product in many critical respects, a
fact that operated to limit their effect onlthe domestici
products' price and sales volume.ll/

Respondents argue, for example, that color is a cfitical
determinant invpurchasing deciéions, and claim that they have
provided U.S. consumers with superior color selection by
processing granite:drewn from quarries from all over the world;
by contrast, they contend that, Cold Spring, the leading
domestic producer,.has offered only tne limited array of colors
obtainable from grenite taken from its own quarries.l12/ They
also assert that RespOndents/ particularly Italian Respondents;
pioneered the development of technology that enabled them to
provide very thin‘granite, while the domestic firms iagged

sorely behind in'produéing this product.13/ Respondents also

10/ Report at A-21, Table 1; A-22, Table 2. At the same time,
however, as the Commission's opinion points out, the domestic
industry's share of the U.S. market rose significantly in 1987.
See Views of the Commission, text at note 97.

11/ The Views of the Commission recognize that a central
element' in. our analysis is -the extent to which the domestic and
imported products ‘are close substitutes from.the standpoint of
consumers. LT L '

12/ See Prehearing Brief:on.Behalf of Producers and Importers
of Italian Cut-to-Size Granite ("Italian Cut-to-Size Granite
Respondents' Brief") at 27-29; Tr. at 159, 169-70, 207-10, 234-
35, 237, 242. ’

13/ See Italian Cut-to-Size Granite Respondents' Prehearing
Brief at 6-13; Tr. at 142-45, 205-07, 235-36.
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claim that they pay a great deal of :attention to marketing and -
service, and that: the domestic industry, by contrast, provides
poor service,14/ and in fact .often declines to compete for
potential business ‘or submits hon-responsive bids.15/ -
Respondents also contend that they supply a substantial amount
of granite tile to the U.S.. market,. and. argue that Petitioner:
simply does not have :the ability. to supply this product in
significant amounts.;§/u~;

Petitioner generally denies these claims. - Petitioner
argues that there are only ten basic granite: colors and
confends that~the~domestic firms provide a :full color .
selection.1l7/ gPetitioher asserts that the domestic industry .
has been making thin granite for four decades and has ample
capability to.do so now.18/ In a‘'similar vein, Petitioner
claims that the domeétic industry produces a substantial -amount.
of tile, and is seeking to expand its sales of that product.l19/

Petitioner denies that the domestic industry's marketing

14/ See Italian Cut4to—Size Grénite Respbndeﬁts' Prehéaring
Brief at 15, 17-19; Tr. at 163-64, 192-93." ; :

15/ See Italian Cut—po¥Size Granite Respondehts' Brief at 15-
16, 21-23, 28-31; Tr. at 148-49, 152-53, -163-64;, 171-72,. 236, .
238, 240-41. . . — v o . o T

16/ Italian Cut-to-Size Granite Respondents'.Prehearing Brief
at 8-10. : ‘ . i : _ -

17/ Tr. at 27-28, 52.
18/ Tr. at 9-10. - -

19/ Tr. at 72-74.
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efforts or seryices are in any way inferior.2Q0/ Petitioner
likewise contends that there is absolutely nd basis for any
claim that theidomestic industry has failed to compete for .
business for which it could have been price-competitive.21/

In short, then, thé parties. take sharply different
positions on these issues. In my view, however, the weight of
the evidence suggests that theré are substantial differences
between the imported and domestically-produced products:-

First, it is clear that the product mix of the subject
imports is quite different than that of the domestically-
produced product; a substantially greater percentage of the "
subject imports consists of thinner granite and granite
tile.22/ Respondents contend, and Petitioner apparently does
not deny, that very thin granite is preferred for many uses, in
part, because it substantially.reduces-éonstruction costs.23/

In COnstruction projects, ‘thinner granite not only reduces the
Vcost of the stone required for the project; it is also more
easily installed and may a;low savings in the cost Qf the'.

supporting structure.24/. Thus, as the Views of the Commission

20/ See, e.g., Petitioner's Posthearing Brief, Answers to
Questions of Commissioner Liebeler; Tr. at 26-27, 49-52.

21/ See, e.g.., Petitioner's Posthearing Brief, Answers to
Questions of Commissioner Liebeler; Tr. at 24, 40.

22/ Report at A-7-8.

23/ See, e.q., Italian Cut-to-Size Granite Respondents'
Prehearing Brief at 8-9, 23-24; Tr. at 164-66. See also Report
at A-46, A-53-54. .

24/ Report at A-56.
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suggest, 25/ even though the Commission has accepted
Petitioner's proposed like product definition, it is clear that
certain kinds of granite have special~édvantages for particular
end uses; and it appeérs that such granite accounts for: a
larger percentage of the subject imports than of the domestic
product.

Further, the record on balance —-- in particular, the data
that the Commission collected in . evaluating Petitioner's lost
sales and lost revenue claims -- suggests that the foreign
producers offer a wider array of colors than the domestic -
industry and that this factor signifiééntly‘affects purchaser's
decisions. There are also apparent differences in the way that
the domestic and foreign producers bid for projects, with
domestic firms, unlike the foreign producers, generally bidding
a "lump-sum package" that includes not only the stone, but also
design,‘anchoring and sometimes installation costs.26/

Further, . there are:apparent service-related differences between
the domestic and imported products. The architects and
purchasers surveyed by the Commission indicated that consulting
services, are often important in deciding which -product .to
purchase and stated that such consulting is more common for. the

foreign producers than for members of the domestic industry.27/

25/ See Views of the Commission, text at note 104..

26/ USITC Memorandum EC-L-263 (August 3, 1988) from Office of
Economics.

27/ Report at A-56.
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Conversely, installers and: general cortractors geherally
reported -that there ‘are.certain ' factors involved in dealing
with foreign producers: (e.g., -lariguage barriers) that present a
problem for®prospective purchasers of the imported product.28/
Finally, the evidence in the record as a whole suggests 'that
domestic producers have been generally reluctant, if not
unwilling, to sell ‘slab.to domestic consumers.:

-Accordingly, substitutability between the domestic and
imported products iIs-more :-limited than Petitioner suggests. - In
this case, this fact-is .especially significant in considering
the effect of-the subject imports on -domestic prices and
production since the’record evidénce suggests that price,
although a "major consideration in .purchasing"” decisions, 29/
does not appear to be the:dominant’one:. -A$ the Commission has -
noted, other considerations -- e.dg.,  -the color and the quality
of the stone.-- have an important impacdt-on these decisions.30/

"~ The evidence .that price is not ‘the ‘dominant ‘consideration -
in purchasing decisions, together with the fact that any such '’
changes in .the price and:volume of the subject“imports were
themselves quite small,:' leads me to conclude:that the impact of -
the unfairly traded ‘imports on .domestic prices ‘and ‘production

was not significant. = - S I T ' -

28/ I1Id. at A-45. '+ 7.,
29/ Report at A=46. !
30/ See Views of the Commission, text at notes 112-17; Report

at A-45-46.



45

C. Impact on Employment and Investment in the Domestic
Industry

The last part of the inquiry into the effects of the
unfairly traded imports on the domestic industry relates the
inferences drawn in the earlier inquiries to the record
eviderice respecting the returns realized by employees and
investors in the domestic industry. The antidumping law
specifies a numbér of factors that can assist the Commission in
this inquiry -- such as actual and potential negative effects
on employment, actual and potential negative effects on |
profits, return on investment, éash flow, ability to raise
capital, and level of investment.31/

In this case; there is no probétive eviderice in the recdrd
indicating that the insignificant effects on domestic prices
and production that resulted from the unfair trade practices
under investigation have had a materiaily adverse impact on
employment and investment in the domestic industry. The
financial and employment data that thé Commission has collected
are mixed and inconclusive. The domestic industry incurred an
operatihg loss in 1987, but this loss was significantly smallér

in that year, when dumping was found to have occurred, than it

31/ 19 U.S.C. Section 1677(7) (C).
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was during preceding Years.;g/ ~This trend of improving
performance continued into the first quarter of 1988.33/

There is likemise little evidence in the record of an
adverse.effect en employment conseqqent to the LTFV imports.
Employment ef productioh end releted wor@ers in the industry
decreased sligﬁtly in 1987, but the hourly compensation paid to
preductiom and,reiated workers aetually increased, both in 1987
and in the fifst quarter ef 1988.34/

'D. Cencigsions |

The evidemce in this case ‘indicates that the unfair trade
practices'ﬁneer investigatioh produced, at most, a very smail
,effect on domestlc prlces and sales, and there is no evidence
dlrectly demonstratlng that any such prlce and volume effects
had any SLgnlflcant adverse 1mpact on employment and_lnvestment
in the domestic industry. The evidence may suggest that the
domestlc 1ndustry was not healthy durlng the period of the
uComm1531on [} 1nvestlgetlons, 1nclud1ng the period during wbich
'the.unfalr trade practlces in question took place. However, as

" I have indicated in other opinions, 35/ this, in my opinion, is

32/ -In 1986, the Spanish’ producers were found to have received
‘countervailable subsidies, but these were, as previously noted,
quite small, and no evidence has been presented that suggests
that the domestic industry's substantial operating losses in

. 1986 were caused by these subsidies.

33/ Id.
34/ Id. at A-29, Table 5.
35/ 3.5" Microdisks and Media Therefor from Japan, Inv. No.

731-TA-389 (Preliminary), USITC Pub. 2076 (April 1988)
(Additional Views of Commissioner Cass) at 61-62.
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not the.appropriate inquiry. The real question is whether
there is any reason to believe that the unfairly ;rgggg imports
materially and adyersely impacted on the condition.of_the
domestic industry. For the reasons previously stated, I do not

believe that there is.
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INFORMATION OBTAINED IN THE INVESTIGATIONS
Introduction

On December 24, 1987, the United States Department of Commerce (Commerce)
published in the Federal Register its preliminary determination that
manufacturers, producers, or exporters of certain granite products 1/ in Spain
receive subsidies (52 F.R., 48737). Effective that date, the United States
International Trade Commission (Commission) instituted countervailing duty
(CVD) investigation No. 701-TA-289 (Final) regarding such products imported
from Spain. In the Federal Register of February 29, 1988, Commerce published
its preliminary determination that certain granite products from Italy and
Spain are being, or are likely to be, sold in the United States at less than
fair value (LTFV) (53 F.R. 6021 and 53 F.R. 6023, respectively). Again,
effective that date, the Commission instituted antidumping investigations
Nos. 731-TA-381 and 382 (Final) regarding imports from Italy and Spain. These
investigations were instituted under the provisions of the Tariff Act of 1930
to determine whether an industry in the United States is materially injured, or
is threatened with material injury, or the establishment of an industry is
materially retarded, by reason of imports of such merchandise into the United
States. The statute directs that the Commission make its final determination
within 45 days after receiving formal notification of Commerce‘’s final
determination. The Commission is scheduled to make its final determinations in
these investigations on August 11, 1988,

Notice of the Commission’s investigations was given by posting copies of
the notices in the Office of the Secretary, U.S. International Trade
Commission, Washington, DC, and by publishing the notices in the Federal
Register. 2/ A public hearing was held on June 30, 1988. 3/ The briefing and
vote on these investigations was held on August 5, 1988,

Background

On July 28, 1987, petitions were filed with the Commission and Commerce by
counsel for the Ad Hoc Granite Trade Group 4/ alleging that an industry in the
United States is materially injured and threatened with material injury by
reason of imports from Italy and Spain of certain granite products that were
alleged to be subsidized by the Governments of Italy and Spain and that were
alleged to be sold in the United States at LTFV. Accordingly, effective
July 28, 1987, the Commission instituted CVD investigations Nos. 701-TA-288 and
289 (Preliminary), under section 703 of the Tariff Act of 1930, and antidumping
investigations Nos. 731-TA-381 and 382 (Preliminary), under section 733 of the

1/ For purposes of these investigations, the term “certain granite” refers to
granite that is 3/8 inch (1 cm) to 2-1/2 inches (6.34 cm) in thickness,
including the following: rough sawed granite slabs; face-finished granite
slabs; and finished dimensional granite, including, but not limited to,
building facing, flooring, wall and floor tiles, and crypt fronts. “Certain
granite” does not include monumental stones, crushed granite, or curbing.

2/ Copies of the Commission’s Federal Register notices are presented in app. A.
3/ The calendar of the hearing is presented in app. B.

4/ Members of the Ad Hoc Granite Trade Group are Capitol Marble and Granite
Co., Marble Falls, TX; Cold Spring Granite Co., Cold Spring, MN; and the North
Carolina Granite Corp., Mount Airy, NC.
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same act, to determine whether or not there is a reasonable indication that an
industry in the United States is materially injured or threatened with material
injury, or the establishment of an industry in the United States is materially
retarded, by reason of imports of such merchandise into the United States. On
September 11, 1988, the Commission determined that there is a reasonable
indication that an industry in the United States is materially injured by
reason of such imports. 1/ This determination was published in the Federal
Register of September 23, 1987 (52 F.R. 35771).

Upon requests by the petitioner, Commerce postponed its preliminary CVD
determinations until November 12, 1987 (52 F.R. 37489, Oct. 7, 1987) and then,
again, until December 18, 1987 (52 F.R. 43379, Nov. 12, 1987). On December 24,
1987, Commerce published a negative CVD determination regarding imports of
certain granite Italy (52 F.R. 48732).

On December 15, 1987, Commerce published a notice postponing the
preliminary antidumping determinations until February 3, 1988 (52 F.R. 47618)
and, on January 15, 1988, Commerce published a notice further postponing these
determinations until February 23, 1988 (53 F.R. 1050). Commerce then extended
the deadlines for the final CVD determinations to correspond to the deadlines
for the final antidumping investigations (53 F.R. 2521, Jan. 28, 1988). These
postponements and extension were also requested by the petitioner.

Upon the request of respondents, Commerce postponed its final antidumping
determination for imports from Italy until June 20, 1988 (53 F.R. 8479,
Mar. 15, 1988) and, similarly, Commerce postponed its final antldumplng
determlnatlon for products from Spain until June 21, 1988 (53 F.R. 12713,
_Apr. 18, 1988). 1In each notice, pursuant to petitioner’s request for
conformlng deadlines, the final CVD determinations were extended, to June 20,
1988, and June 21, 1988, respectively.

On June 15, 1988, Commerce published a notice further postponing its final
dumping determination for subject imports from Italy until July 13, 1988
(53 -F.R. 22369). The final CVD determination for Italy was likewise postponed.
On July 19, 1988, Commerce published a final negative CVD determination
regarding certain granite from Italy (53 F.R. 27197).

Previous Investigations Concerning Granite Products

Granite products. have been the subject of four previous investigations
conducted by the Commission. Reports were issued in 1921 and 1929 on building
and monumental granite. More recently, ”“manufactured granite,” which was
defined as building and monumental granite, was investigated by the Commission
in 1974 (TEA-F-63) and in 1975 (TEA-F-67). In the latter investigation,
‘conducted under section 301 of the Trade Expansion Act of 1962, the Commission
reported to the President that, partly as a result of concessions granted under
trade agreements, articles like or directly competitive with manufactured
granite produced by Joseph Weiss & Sons,  Inc. (the petitioner), were being
imported into the United States in such increased quantities as to cause, or
threaten to cause, serious injury to such firm. In the current investigations,

1/ Commissioner Lodwick determined that there is a reasonable indication that
an industry in the United States is threatened with material injury by reason
of the subject imports.
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the product category under review is defined more narrowly than in previous
investigations; specifically, monument stones and products that are more than
2-1/2 inches in thickness were included in previous investigations and are
excluded from the current investigations.

Nature and Extent of the Subsidies and Saleé at LTFV 1/

Subsidies

In its final determination, published on June 28, 1988, Commerce found
that benefits that constitute subsidies within the meaning of the CVD law are
being provided to manufacturers, producers or exporters in Spain of certain
granite products. Two firms, Granitos Ibericos-Grayco, S.A. and Santal, S.A.
have de minimis duty deposit rates. Two other firms, Granitos Espanoles, S.A.
and Marmoles y Granitos de Espana, S.A. did not respond to Commerce’s
questionnaire. They were therefore assigned the sum of the highest individual
company net subsidy rates, which was 3.77 percent ad valorem. The countrywide
subsidy rate applicable to all other manufacturers, producers, or exporters in
Spain of certain granite was 1.08 percent. The review period was calendar year
1986. Because some of the countervailable benefits are no longer in effect,
the duty deposit rate for Granitos Espanoles and Marmoles y Granitos de Espana
is actually 3.54 percent ad valorem and the “all other” rate is 0.85 percent.

The Government of Spain requires Spanish commercial banks to maintain a
certain percentage of their lendable funds in privileged-circuit accounts.
These funds are available to exporters at below market interest rates through a
variety of short-term credit programs. Commerce found that manufacturers and
exporters benefited from three of these credits programs, which were found to
be countervailable export subsidies: working capital loans, prefinancing of
exports, and post-financing of exports. The countrywide estimated net subsidy
rates for these programs are 0.23 percent, 0,32 percent, and 0.03 percent,
respectively.

Commerce also found particular regional programs to have granted
countervailable benefits to producers or exporters of certain granite. Grants
and loans for industrial expansion in the region of Galicia were calculated to
represent estimated countrywide net subsidy rates of 0.39 percent and
0.05 percent, respectively. Also, the estimated net subsidy rate determined
for export promotion grants provided by the Basque Regional Government was
0.04 percent. Finally, certain rebates of interest paid on loans for
investment in Galicia were found to be countervailable in the amount of
0.02 percent ad valorem countrywide.

Sales at LTFV

Italy.--On July 19, 1988, Commerce published its final affirmative dumping
determination regarding imports of certain granite from Italy. Comparing the
U.S. price with foreign market value, as explained below, Commerce calculated
average dumping margins as presented in the following tabulation (in percent):

1/ Copies of Commerce’s Federal Register notices of these final determinations
are presented in app. C.



Producer/exporter : Margin 1/
Campolonghi Italia S:p.A. 2/ceveeiiinrennnns cereseraenns cees 1,42
Euromarble S.p.A...iiiiiierrneestsronessananss cecererecrnnan 1.06
F.11i Guarda S.p.A. e eeseesieasnes et sas e cessesses 28.34
Formai & Mariani S.r. L 2/ ................................... 0.21 3/
HenrauX S.P.A..iieesscersessssenesrosnsssssssssssssesnas eees 0.09 3/
Pisani Brothers S.p.A .......................... Cereseetneenas 3.71
SAVEMA S.P.A.iiereettseerrserssssrsassssssasssssnssasess «... 0.00 3/
All others...eveeveeeans ticerecsnseanenses tesenen cesesesean

.o 4,83

1/ As revised in.a letter from Michael J. Coursey to Lynn Featherstone dated
August 4, 1988.

2/ Includes related companles.

3/ These margins are de minimis; thus, the companies are excluded from the
dumping determination and their products are excluded from those subject to
investigation. " :

Commerce’s preliminary determination stated that these producers and exporters
accounted for approximately 63 percent of all Itallan exports of certain
granite during the perlod of investigation.

For all sales by-F.111 Guarda and slab sales by Pisani Brothers, Commerce
used the best information available, a combination of data presented in the
petition, collected during verification, and submitted by other producers. For .
all other sales, Commerce used data submltted by the foreign companles,
verified and adjusted as necessary

The U.S. price was based on the purchase price, as adjusted. Commerce
differentiated between cut-to-size granite and all other granite products in
its calculation of foreign market value and in defining the period of
investigation. Commerce determined that cut-to-size products were unique and
thus not price comparable; the foreign market value was based, therefore, on
constructed value. The period of investigation for these custom-manufactured
products was January l-August 31, 1987, although, to include additional sales
of some larger projects ($500,000 and over), certain data were requested on
sales as early as July 1986.

For sales of rough slabs, face-finished slabs, and tiles by all companies
except Euromarble, the foreign market value was calculated based on home-market
prices; constructed value was used for sales of such products by Euromarble.
The period of investigation for. these products was March 1-August 31, 1987.

Spain.--On June 28, 1988, Commerce published its final affirmative
antidumping determination regarding imports of certain granite from Spain. The
methodology used was identical to that described above for Italy, except as
noted below. According to the notice of the preliminary determination,
companies accounting for more than 60 percent of all Spanish exports of certain
granite submitted usable responses to Commerce. Foreign market value was based
on home-market prices. except for sales of cut-to-size granite, which required a
constructed value calculation; however, Commerce found no LTFV sales of cut-to-
size granite. 1/ The period of investigation was March 1-August 1, 1987,
except for Ingemar, S.A., from which informaticn was requested regarding a cut—
to-size granite sale in November 1986. The average dumping margins are
presented in the following tabulation (in percent):

1/ Transcript of the hearing, p. 233.



Producer/exporter Margin
Artemarmol, S.A....... ceesesssesscssaanes cecesescatsenas cee 2.19
Granitos Ibericos, S.A...... ceerecevnen Ceeresevseertereseane 2.19
Ingemar, S.A. and Ingemarga, S.A...ceceveevessscasccnsecsoes 1.78
All OtheT S .. iiieteeeeeoeenesossesoassassossssssssssssavsncs . 1.93

The Products
Description and uses

The term “dimension stone” refers to natural rock that has been quarried,
shaped, and finished to certain specifications. The U.S. Bureau of Mines’
definition of dimension stone also includes blocks and slabs of specified
dimensions. 1/ Of total 1987 dimension stone production, an estimated
47 percent was used in the construction of buildings, 26 percent for monuments,
14 percent as rubble, and 13 percent as curbing, flagging, and other products. 2/
Approximately one-half of the dimension stone produced in 1986 was granite,
defined by the U.S. Bureau of Mines as ”“all feldspathic crystalline rocks of
predominantly interlocking texture and with mineral grains visible to the naked
eye; these include igneous and metamorphic rocks including quartz diorites,
syenites, quartz porphyries, gabbros, schists, and gneisses. White, gray,
black, pink, and red are the common colors for granite; greens, browns, and
other shades are produced in some localities.” 3/

In the preliminary phase of these investigations, U.S. producers and
importers of the subject products were requested to report their 1986 U.S.
shipments by color. Although the import data were reported by importers
accounting for less than one-third of 1986 imports in terms of value, these
percentages provide a basis of comparison between the color range of granite
sold by U.S. quarrier/producers and the selection imported from Italy and
Spain. 4/ 1986 U.S. shipments and imports, by color, are presented in the
following tabulation:

1/ U.S. Department of the Interior, Bureau of Mines, “Dimension Stone,”
Mineral Facts and Problems, 1985 ed., p. 2.

2/ U.S. Department of the Interior, Bureau of Mlnes Mineral Commodity
Summaries, 1988, p. 4.

3/ U.S. Department of the Interior, Bureau of Mines, “Dimension Stone,” Mineral
Facts and Problems, 1985 ed., p. 2.

4/ Information and data presented in this section of the report regarding
certain granite from Italy have not been adjusted to exclude the products of
Formai & Mariani, Henraux, and Savema. Because nonsubJect material is similar
to that subject to 1nvest1gatlon, thé data presented are not believed to be
unduly distorted.
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U.S. producers Imports from Italz and Spain

Color ' § o mmmm—m— e (percent of total) 1/---—-—-—--——
White.......... Ceeesss 2.6 2.3
Grey.eeoesnss cieeneess 20.5 ‘10.4
Buff. Ceesecsasusnes *okk 1.3
Beige......cvvvvinennn fakal 1.4
Pink...ooveeeonannnn .. 8.6 30.2
Red.vvvevennnenns cene kA 31.6
Blue. tereceareenenn kkx 1,2
165 o =13 o k% 5.2
 Brown....eeiseeens ceen ol 4,6
‘Black.....ounn. ereeees - 3.1 S 11.3
~Other 2/....,..;.....; fadadad 0,5
Total ceesiseaves ..... 100.0 100.0
1/ * ok x,

’_g/ Other colors reported by U S. producers were multlcolored granites.

These data show that a w1de ‘range of colors are supplled by domestic and
foreign suppllers “However, pink, blue, and black granites accounted for a
larger share of the subject imports while U.S. producers sold proportionately

o greater quant1t1es of grey, buff brown, and multlcolored granites.

The products subject to these investigations include only those dimension
granite products which, for the purposes of this report, are termed “certain-
granlte,” as defined above. These products will also be referred to as “slab”
and “finished granite,” or “thin granite.” The different stone cuts and
approprlate appllcatlons are as follows: ‘ '

'_Rough—sawed granite slab——Stone sawed from blocks., Common commercial
thicknesses range from 3/4 to 1-1/4 inch, although thicker products
are also sold. Such slab is unfinished and usually measures no more
‘than 10 feet by 5 feet. ThlS product is intended to be further cut
and flnlshed

Eace—ﬁlnlshed granlte sla --Stone sawed from blocks and face-
.4\"'f1nlshed Common commercial-thicknesses range from 3/4 to 1-1/4
. +inch, although thicker products. are also sold. Such'slab has
"Tunflnlshed edges and usually measures no more than 10 by 5 feet.
This product may be surface-finished in a variety of ways and is
"intended to be further cut and edge-finished.

7 Building facing--Finished, cut-to-size stone intended for nonstruc-

. tural use on building surfaces. The majority of this material is
‘used on exterior surfaces (”cladding”) and is commonly about 1-1/4
‘inches (3 cm) in thickness. Interior “veneer” is generally thinner.

- Wall and floor tile--Finished stone intended for nonstructural use on
-interior wall and floor surfaces. Tiles are generally cut to
standard sizes; .the most common dimension is 3/8 inch thick and 12
inches square although tile may ‘be as large as 24 inches square. A-
rough surface finish is most practical for floor tile whereas a
. highly polished surface is popular for wall tile.
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Flooring and paving--Finished stone intended to bear pedestrian and
vehicular traffic in sheltered and unsheltered areas. These products
are generally cut to standard sizes and have a rough surface finish.
Flooring and paving granite averages 1 inch in thickness,

Crypt fronts--Finished, cut-to-size stone intended for nonstructural
use on crypt structures. This material is commonly 1 inch thick.

Countertops, table tops, and other products--~Finished, cut-to-size
products intended for kitchen, bathroom, and table surfaces. These

products are nearly always custom-manufactured, varying greatly in
dimension and detail, with a polished surface. The material used is
commonly 3/4 inch to 1-1/4 inches in thickness but may be thicker if
adequately supported.

Slab is unfinished material that is further processed into a finished end
product. Most U.S.-produced slab is captively consumed., In 1987, U.S. firms
shipped 10.2 million square feet of slab; * * * percent of that material was
not sold outside the company but, rather, processed by the same firm into
finished granite products. U.S. producers’ sales of slab are a minor source of
revenue. For importers, however, slab is a more significant article of trade.
Slab represented 20.1 percent by quantity, and 15.1 percent by value, of
reported 1987 U.S. imports of certain granite from Italy and Spain. In terms
of quantity, imports supplied 14.1 percent of the total U.S. market for slab in
that year and-91.3 percent of the non-captive U.S. market. 1/ Small-scale
fabricators depend primarily on imported slab, the majority of which is
imported as face-finished. Because of the slightly different producers of, and
markets for, slab and finished granite, data for these products are presented
separately in this report.

Five years ago, a trade publication reported that 60 percent of all
dimension stone was used in exterior applications, 25 percent was for interior
valls, 10 percent for interior floors, and 5 percent for table tops and counter
surfaces. 2/ In these final investigations, U.S. producers and importers were
asked to report 1987 U.S. shipments and imports, respectively, of finished
granite by product. These data are presented in the following tabulation:

U.S. producers Imports from--

Italy" Spain

Produet 0 ee—————— (percent of the total)---—----
Building facing........c.. 76.8 44,6 49,8
Wall and floor tile....... 5.1 38.9 36.5
Flooring and paving....... - 13.5 10.1 9.0
Crypt fronts.............. Lo KRk 4,7 kkk
Countertops, efC.eevsssenn faladad 1.7 Kk
Total.eeveveenennes ... 100.0 100.0 100.0

These data show that, compared with imports, domestic producers ship relatively
more building facing and proportionately less tile.

1/ These shares are understated because they are based on questionnaire
responses; coverage of U.S. slab producers is over 90 percent whereas import
coverage 1is approximately 75 percent.

2/ ”"The Return of Marvelous Marble,” Dimensional Stone, Oct./Nov. 1983, p. 46.
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Respondents argue that tile is a separate like product, produced on
specialized equipment and sold through separate channels of distribution to
different end users. A spokesman noted that a “gauged” (precisely measured)
1 cm (3/8 inch) thickness is required for the standard “thin-set” installation
of this product; further, a separate trade installs tile than installs other
granite products. 1/ However, petitioners counter that tile products may also
be used as building facing and crypt fronts; thus, no meaningful distinction

can be made. Industry sources report that small quantities of tile are used on

the lower . levels of building exteriors, in place of cladding; at this level,
the “wind load” (stress from wind) is less than at higher levels where thlcker
" material is requlred 2/ Avallable data on tile are presented 1n this report.

Respondents also assert that Eurocobble, 1mported from Italy, is a
separate like product that competes with U.S.-produced pav1ng, some of which
they suggest is greater than 2-1/2 inches in thickness. Eurocobble is formed
of numerous individual stones, about 3 inches square, set in mortar. .U.S.— -
produced cobblestone paving stones differ slightly in size and are not “pre-
assembled,” but clearly fall within the dimensions spec1f1ed for certain .
granite. The products are de51gned to resemble European cobblestone in use and
appearance. Avallable data on paving are presented in thls report '

The granite products subJect to 1nvest1gat1on range in thlckness from 3/8’
to 2-1/2 inches. U.S. producers and importers were asked to report their 1987
U.S. shipments and imports, respectively, by thickness. These data are °
presented in the following tabulation: ' SR

U,S;‘producgrs Imports frgm-—

' _ : L B ‘ Italy = Spain
Thickness ------(percent of the total)------
3/8 inch - 5/8 inch......oouus ee. o RERT 34,8 30.4
Over 5/8 inch - 1 inch.......ive... 9.6 - : 24.5 ' 25.4 .
Over 1 inch - 1-1/4 inches........ 53.6 . 35,6 . 42,3
Over 1-1/4 inches - 1-3/4 inches..  *** T3.9 : kkk
Over 1-3/4 inches -~ 2-1/2 inches.. _19.0 o 1.1 - kK

P - . 100.0 o 100 0" 100.0

These ‘data illustrate that the domestic 1ndustry shlps a relatlvely thlcker o
product than that which is imported from Italy and Spain. There were s1m11ar"

findings in the prellmlnary 1nvest1gat10ns' spec1f1cally, 1n 1986, the. largest RN

percentage of the subject imports were 1-1/8 to 1-3/16 inches in thickness,-
while the most common U.S.-produced thickness was 1-1/4 inches; and the second
most popular imported product was 3/8 inch in thickness, whereas the next most

common domestic product was 2 inches thick. These findings are also consistent o

with the domestic and foreign product mix; U.S. -produced cladding is generally
1-1/4 inch in thlckness and most imported tile is 3/8 inch. thlck

Finglly, in the prellmlnary 1nvest1gat1ons U.s. producers and 1mporters
reported that roughly one-half of all 1986 shipments were sold with a pollshed
finish and the other one-half had honed thermal- flamed or bush hammered
f1nlshes

» O
* *
* *

oo =
NN



Substitute products

Although granite represents about half of the dimension stone quarried in
the United States, limestone, sandstone, travertine, slate, and marble are
other common dimension stone types. 1/ However, industry sources report that
the various types of natural stone are not considered substitutable by _
architects and builders. Especially in exterior applications, granite is more
resistant to weather extremes and pollution. In heavy traffic areas, granite
is more durable. Also, granite offers the greatest variation.in-color and
texture.

Limestone, sandstone, and travertine all have a more homogeneous
appearance than granite and are available in a more limited range of colors,
primarily white, beige, and yellow. Slate is not widely used other than as a
roofing material. After granite, marble is the most popular dimension stone
used in the United States. Marble varies in color from pure alabaster to
exotic veined reds and greens. In temperate climates, white marble is often
used on building exteriors. Str1k1ng1y patterned marbles are also popular in
interior applications, particularly in bathroom vanity surfaces. However,
marble is softer and does not hold a polish well. Generally speaking, granite
and marble offer two different “looks”--the former solid, the latter luxurious.
Depending on the climate and aesthetics desired, one type of stone is generally
preferred from the first planning stages of a project.

Production process

The production steps in the fabrication of dimension granite are
(1) quarrying or extraction of the stone from its natural geological setting;
(2) secondary cutting, sizing the extracted stone to allow it to be transported
conveniently to the finishing facility; (3) shaping and slabbing the rough
block; (4) surface-finishing of the slab; (5) perimeter cutting of the slab to
the required dimension and finishing of the edges, and (6) cutting anchor holes
or slots if required. Tile may also be produced bypassing the slabbing
process,

Quarrying.--The kind of quarry operation established at each site is based
on information gathered from geological studies, physical exploration, core
samples, market projections, and capital requirements. The quarry may be a
simple or multiple shelf or step-like face in a hillside, an open pit, an
underground mine, or a combination of the aforementioned, depending on various
geological and economic factors. The quarrying plan is influenced principally
by the orientation and thickness of the stone deposit to be quarried; its
dimensions, slant, and internal structural features; and the directional
features of the grain of individual blocks within the deposit. If the rock
deposits to be quarried lie flat and are relatively thin, the quarry will tend
to be wide and shallow; if beds are flat-lying and thick, it will probably be a
deep open pit; and if stone beds dip beneath waste rock, underground quarrying -
may be requlred In many cases, the internal structures of the stone such as
orientation of joints, fractures, cleavage planes, or other lines along which

1/ U.S. Department of the Interior, Bureau of Mines, ”D1mens1on Stone ” Bureau
of Mines Yearbook, preprlnt for "the 1986 ed., p. 1.

A\
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natural breakage tends to occur, will determine the direction from which the -
extraction process is initiated. 1/

Open pits are of two types, the shelf quarry_and the pit quarry. Where
the ledge of stone forms a hill, the flcor of a quarry worked on a hillside may
be only slightly, if at all, lower ‘than the surrounding country. In such
openings, known as shelf quarries, both transportatlon and drainage are
simplified. Pit quarries are more common. ' They are sunk below ground level;
access is gained by stairs, ladders, or mechanical hoists; and the material is
conveyed from the quarry by derricks, a cable hoist system, or by front-end
loaders and trucks along inclined tracks. 2/

Underground mining has several favorable and unfavorable inherent
characteristics. Selective mining can be aCcomplished by following the most
desirable beds. No stripping of the outer cover’ is réquired and the workers
are not exposed to the weather. On the other hand, the cost of making a
primary opening is high, and much stone must be left for roof support. A _
method of quarrying known as’ undercutting,” an 1ntermed1ate technique between.
the open pit and the tunnel, is occasiondlly used. Channel cuts, or o
separations made by wire saws or other means along the quarry ‘'walls, are .
slanted outward; thus, the floor space is enlarged gradually. Wings or
buttresses of stone may be left at 1ntervals for wall support 3/

The first step in any quarrying operation requires a primary cut to
separate a block of stone from the rock mass. This may be accomplished by jet
channeling, sawing, and/or drilling and separating the stone from ‘the rock
mass by small explosive charges. 4/ The released stone may then be lifted and
moved to the secondary cutting site by a derrlck, ‘cable h01st,,or front end
loadlng vehicle. )

Secondary cutt1ng ~--When the large stone is separated from the. 'solid rock
mass, the next step is to subdivide it into blocks" measuring some 10 by 5 by.4
feet, a size that is convenient to transport from the quarry to the finishing
mill; this is typically accomplished with a wire saw. When the fabricating
plant is located near the quarry, larger and more irregular blocks may be
transported such shorter distances. Small, irregular, or flawed blocks cannot
be used in the production of the larger cut-to- size granite products. In
Italy, such blocks are spec1f1ca11y purchased * k% by tile. ‘producers. 5/

Shaping and slabbing.--Quarry cut stone arr1v1ng at a flnlshlng mill is.
fed through the mill’s shaping and slabblng saws. The’ 1arge —-diameter rotary
diamond saw, one of the most efficient cuttlng tools, has a single blade and is,
relatively costly to operate. This saw, therefore, is primarily used to shape
the rough block for the gang saw and ‘to cut th1ck granite.slabs.

1/ U.S. Department of the Interior, Bureau of Mines, Information Circular 8391,
“Dimension Stone,” pp. 83 84. . L ‘

2/ Ibid. ' T

3/ Ibid.

4/ The Quarrying & Manufacturlng Process, Elberton Gran1te Ass001at10n Inc.,
pp. 1-2. '

5/ Letter from Gugllelmo & Alberto Bonotti s.n.c. to Kenneth R. Mason, dated
June 22, 1988, and meeting with a spokesman for Bonott1 '

~
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An older but still viable method of slabbing granite is by wire saw.
Within a frame, single or multiple wire cables cut a granite block into slabs
using abrasive materials. Wire saws cut through granite more quickly than do
gang saws. Parties to these investigations debate the viability of wire sawing
for slabbing. Petitioners claim to have perfected the use of wire saws but
respondents consider them to be inefficient and inaccurate.

The gang saw is the newest innovation in the slabbing of thin granite.
Within a single frame, 75-130 steel blades slice a block of granite into slabs
using steel shot abrasive. This process generally takes from 2 to 3 days,
depending on the hardness of the material. Computerized workstations allow
round-the-clock slabbing operations with all three methods by allowing the
presetting of the height and length of blocks to be cut and the required slab
thickness.

Tile may be produced from slab or cut directly from granite block. Cold
Spring Granite produces tile from thin slab produced with a gang saw, as
described above. Bonotti, an Italian producer, produces tile using a “block
saw.” This machine has one circular diamond saw that cuts into the top of a
block at the required thickness and to the required depth and a second that
cuts into the side of the block, separating a thin strip of granite. 1/

The newer granite fabricating equipment is often fully automated and will
automatically shut down during a machine malfunction, thus limiting damage and
controlling waste. 2/ Much of this more advanced technology has been
introduced into the United States from Italy during the past four years.

Surface finishing.--For products such as cobblestone paving, a quarried,
“guillotined,” or “rough-hewn” surface is desired. However, for most finished
granite, it is necessary to rub, grind, or polish the sawn slab to the
specified finish. Flat surfaces may be ground with a large horizontal cast-
iron wheel called a rubbing bed; a water-sand mixture is used as an abrasive.
Some polishing may be done by conventional grinding-polishing machines that
move a spindle over the stone surface. Wheels using successively finer
abrasives are set on the spindle, until the specified finish is produced. 3/
More modern plants have replaced rubbing beds with automatic surfacing machines
using impregnated diamonds. The stone slabs are fed via a conveyer belt under
a series of successively finer horizontal wheels. A variety of surface
textures can be obtained and each surface treatment gives a subtly distinctive
look to the material. Another popular finish, thermal-flamed, has a slightly
rough surface. For the thermal-flame treatment, the sawn slab is exposed to
high temperature flames. Only one face of the slab is finished.

Perimeter cutting.--The slabs are then cut to the desired width and
length; the semifinished cuts continue along the conveyer system for
calibration to exact thickness and edge shaping. A variety of edging
treatments may be required by the purchaser; this work is often highly

1/ Letter from Guglielmo & Alberto Bonotti s.n.c. to Kenneth R. Mason dated
June 22, 1988. .

2/ The Quarrying & Manufacturing Process, Elberton Granite Association, Inc.,
p. 3.

3/ Society of Mining Engineers, Industrial Minerals and Rocks, 5th ed., vol. 1,
1983, p. 177.
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customized and performed by skilled workers. Tile is cut and finished on an
automated “tile line.” '

Final finishing.--It is at this point that anchor holes or slots may be
drilled or cut, if required. The finished material is then dried, waxed (if
required), offloaded with a vacuum suction cup, and packaged for shipment. 1/

U.S, tariff treatment

The scope of these investigations, as defined in the Commission’s notices
of institution, covers most of the products classified in item 513.74 of the
Tariff Schedules of the United States (TSUS)--namely, granite and granite
articles suitable for use as monumental, paving, or building stone that are
pitched, lined, pointed, hewn, sawed, dressed, polished, or otherwise
manufactured. The column 1 rate of duty 2/ is 4.2 percent ad valorem. The
column 2 rate of duty of 60 percent ad valorem is applicable to imports from
those Communist countries and areas specified in general headnote 3(d) of the
TSUS.

U.S. Producers

U.S, quarriers

The Bureau of Mines reported that 625,000 tons of dimensional granite was
produced in the United States in 1986, valued at $97.0 million, an increase
compared with 606,000 tons produced in 1985, valued at $94.4 million, and.
622,400 tons produced in 1984, valued at $92 1 million. Georgla Vermont, and
New Hampshlre accounted for 55 percent of the reported 1986 total. 3/
Production is estimated to have remalned at 625,000 tons in 1987; 4/ other data.
are not available for 1987,

In 1985, 74 companies reported working 115 quarries. 5/ However, the
large majority of these operations produced only rough granite block and
manufactured products not subject to investigation (slab thicker than 2-1/2..
inches, monument stones, curbing, and highway and landscape products). The ~
equipment necessary to produce thin granite is technologically sophisticated :
and costly. The 10 U.S. quarriers that are known to have produced the granite
products subject to investigation account for the large majority of total U.S.
production.

”

1/ “Precision in Granite,” Dimensional Stone, May/June 1986, p. 38. .

2/ The rates of duty in col. 1 are most~ favored—natlon (MEN). rates and are
applicable to imported products from all countries except those Communist
countries and areas enumerated in general headnote 3(d) of the TSUS, unless a
preferential tariff program affords a lower duty rate to particular articles
from eligible countries,

3/ U.S. Department of the Interior, Bureau of Mines, “Dimension. Stone Bureau
of Mines Yearbook, preprint for the 1986 ed., pp. 2-3. '
4/ U.S. Department of the Interior, Bureau of Mines, Mineral Commodity .
Summaries, 1988, p. 4. ' ’

5/ U.S. Department of the Interior, Bureau of Mines, “Dimension Stone,” Bureau
of Mines Yearbook, preprint for the 1985 ed., p. 1.
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The petitioning companies.--The petitioner, the Ad Hoc Granite Trade
Group, includes Capitol Marble and Granite Co., Inc. (Capitol), Cold Spring
Granite Co. (Cold Spring), and the North Carolina Granite Corp. (North Carolina
Granite). These three quarrier/producers account for a majority of U.S.
production of the subject material.

Capitol Marble and Granite'Co,, Inc.--Capitol is the * * * largest
producer of thin granite in the United States, accounting for * * * percent of

reported 1987 U.S. shipments of finished granite, in terms of value. 1/ Such
granite accounted for * * * of the company’s 1987 total net sales. In 1987,
Capitol produced * * *, Capitol began as a stone installation business in the
1950’s, and steadily expanded its activities into the finishing and quarrying
of marble and granite The company quarries granlte at seven locations and
fabricates granite in Marble Falls, TX.

Cold Spring Granite Co.--Cold Spring is the largest producer of thin
granite in the United States and also claims to be the world’s leading supplier
of structural and monumental granite products. In 1987, Cold Spring produced a
wide variety of granite products, including those under investigation (thin
slab, building facing, tile, flooring and paving, crypt fronts, and counter and
table tops) and those not under investigation (block, thick slab, monuments, '~ °
mausoleums, * * *)_, The subject material accounted for * * * of Cold Spring’s
1987 total net sales. The company’s share of reported 1987 U.S. shipments of-
finished granite was * * * percent. :

Cold Spring was founded in 1889 by the same fam11y that currently dlrects
it. The company maintains 25 quarrying operations in North America and
4 finishing facilities in the United States. The company’s headquarters are
located at Cold Spring, MN. Fully owned producing subsidiaries include Cold
Spring Granite (Canada) Ltd., Lac du Bonnet, Manitoba; the Lake Placid Granite
Co., Au Sable Forks, NY; the Raymond Cold Spring Granite Co., Raymond, CA; and
the Texas Granite Corp., Marble Falls, TX. Two other fully owned subsidiaries,
Stoneset, Inc, and Granit-Bronz, Inc., are installers of granite for bu11d1ngs
and suppllers of granite for monument products, respectively. :

Cold Spring’s financial data and selected trade data were verified by the.
Commission staff; no adjustments to the reported data were made as a result of . :
verification. A discussion of findings and methodologies used is presented,
vhere applicable, in this report.

North Carolina Granite Corp.--North Carolina Granite, founded in
1904, is the * * * largest producer of finished granite in the United States,
accounting for * * * percent of 1987 U.S. shipments. Thin granite accounted
for * * * of total 1987 net sales. In 1986, North Carolina Granite expanded
its capacity to produce certain granite. 2/ The company produces * * *, North
Carolina Granite operates two quarries, including one at Mt. Airy, NC, which
the petition describes as the largest open-face granite quarry in the world.
This quarry has been in operation since 1889,

1/ U.S. producers’ shares of 1987 U.S. shipments are presented in terms of
value, as somewhat more complete data are ava11ab1e on the value, rather than
the quantity, of such shipments.

2/ U.S. Department of the Interior, Bureau of Mlnes, "Dimension Stone,” Bureau
of Mines Yearbook, preprint for the 1986 ed., p. 2.
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Nonpetitioning U.S. quarriers.--The nonpetitioning U.S. quarrier/
producers of thin granite during the period of investigation, their share of
reported 1987 U.S. shipments of finished granite, and their p051t10n in the
investigations are presented in the following: tabulatlon'

Share of 1987 Position in_ these

Company ) U.S, shipments investigations
Barretto Granite COTrPeceeececseness XXX - T ckkk
Castellucci & Sons, INC..ccvveeewes *EX * %k
Fletcher Granite Co., INC....evo... ¥*%% . k%
Georgia Granite CO.eeevvvrvnnnnaees F¥k kkk
Granite Panelwall CO...vvevvvacoess H*¥%x - *kk
New England Stone Industries, Inc.. *** - kkk
Rock of Ages COIP.vevsrrevenanonnes _XX% kdkk

Total'iueeereeeenesoimeenansnnaes 16.7

Georgia Granite, the * * * largest producer during 1986, declared
bankruptcy and shutdown its granite fabricating facilities in December 1986.
Most of its four active quarries ceased operating.at this time also.
Petitioners allege that Georgia Granite’s financial difficulties were primarily
the fault of unfair import pricing. However, respondents assert, and * * *,
that inexperienced management and legal action against the company were to
blame. 1/ The production facilities have been purchased by Georgia Stone
Industries, which is owned by New England Stone Industries; improvements have
been made and production started in April 1988. Ownership of the Georgia
Granite quarries is being disputed by creditors. ’ ' '

Most honpetitioning quarrier/producers indic¢ated support for the petition;
these firms accounted for * * * percent of 1987.0.5S. shlpments. * ok ok,

The U.S. producers which indicated that they took no position in the
preliminary. 1nvest1gat10ns * * ® % % % gince its machinery does not allow it
to compete with the major ‘U.S. and foreign suppliers,

Producers’ questionnaires were sent to all known quarriers/fabricators of
granite as identified by petitioners and verified against secondary sources.

Slab_producers

Several producers of slab and :finished granite are not quarriers and,
instead, purchase granite block. ‘Five such firms reported having 10 gang saws
and * * * diamond-blade rotary saws for -slabbing; 4 of them reported U.S.
shipments accounting for 8.7 percent of the 1987 finished granite total. Data
for these companies are not presented separatély from those of quarriers in
this report. Of the five, * * * regarding the petition.

The newest of these producers, the Savema Castellucci Venture, began
operations in November 1986 as a joint venture between Castellucci & Sons,

1/ Building Desigh Journal, January.1987, p. 23; and Kok K

* * - - L% S K *
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quarriers of the popular Stony Creek granite, and Savema, S.p.A., an Italian
fabricator.

* % * ) x * o . * 1/

Tile producers

Other than Cold Spring, the only known U.S. producer of granite tile is
Granite Tile Manufacturing Corp. of America, located in Massachusetts,

* * * ' * * * *

* * * plans to install a tile line in * * * and begin producing tile by * * *,
X k k 2/

Marble shops

Industry sources have indicated that there are hundreds of small firms in
the United States that purchase granite slab and produce finished granite
products. 3/ These so-called marble shops depend heavily on imported slab as a
raw material. The term “marble shop” comes from the fact that these companies
used to produce mostly marble counters .and table tops, and have expanded into
granite as its popularity grew. The terms “fabricator” and, more rarely,
“granite shop” are also used. Excluded from the definition of a marble shop
are installation firms with one or two saws that are used only to recut
improperly finished products or replace broken material.

The largest of these enterprises has the capacity to furnish the facing
for a small building or veneer for lobbies. Such fabricators specialize in
filling short-term orders at premium prices. These firms purchase slab
directly from producers as well as from slab distributors. They also often
import and supply finished granite fabricated abroad.

However, the typical marble shop is a small business, employing an average
of four people, 4/ which fabricates table tops, kitchen counters, vanity tops,
and other custom manufactured products from granite and marble. These
fabricators generally buy slab from distributors rather than from producers.
Small marble shops also sell granite, marble, and ceramic tile to the
residential customer., These businesses can be found in urban areas throughout
the United States.

Insufficient data are available to determine what percentage of total U.S.
production of finished granite is accounted for by marble shops. A spokesman
at * * * estimated that 10 to 20 percent of his company’s installation business
consists of such products; however, * * *, No responding marble shop accounted
for more than * * * percent of reported 1987 U.S. shipments of finished
granite.

1/ Telephone conversation with company official, July 5, 1988.

2/ Telephone conversation with a company official, July 11, 1988.
3/ Transcript of the hearing, p. 151,

4/ Transcript of the hearing, p. 152.
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Marble shop questionnaires were sent to all importers who indicated, in a
response to an inquiry from the Commission staff, that they also fabricated
granite. Such questionnaires were also sent to firms identified by petitioners
and secondary sources. Employment and financial data for marble shops are
presented separately in this report. Regarding the petition, * * * and all the
other marble shops are in opposition.

Importers

Several hundred firms were identified * * * as importers of granite
classified in TSUS item 513.74 during the period of investigation. The
petitioner also named 44 importers, based on an analysis of ships’ manifests
during 1986.

Letters were sent to 200 firms, each identified as having imported at
least $100,000 of material in either of two separate 12-month periods during
January 1985-March 1988. 1In the letter, firms were asked to indicate the types
of granite products they imported, and whether or not they fabricated granite
as well. A small number of firms responded that they did not import the
granite products under investigation.

Importers were also requested to check all applicable functions of the
company; most companies checked several items. The following tabulation
summarizes the 83 responses: " ' ’

Nature of business : : Percent of total

Installer. . ieieessenesssessnesscssocsncnnsasannsss Db
Importer and importer/broker.......cieeeveseeesess 55
Marble ShOpP e rreverieessseeseesssssssssoasasaes 46
Stocking yard for slab.......ceveeiiviinncananness 347
General contractor.....eseevececeerssssncsensoaees 30
Tile distributor.....ciciviveeereccscennnscnnsnases 27
Representative of a foreign fabricator............ 22

Developer.......'.....‘..'0‘....l.l....."'.....'.' 10
Customshouse broker..........cevvviiviveeiinsneaess 8
U.S. producer.....ccveueieeennecnnnserrncennennness 4

Importers’ questionnaires were sent to 126 firms, including all those that
did not respond to the earlier letter. The 42 importers that indicated that
they operated marble shops were sent marble shop questionnaires. Five
producers also were identified as importers. Import data were requested in all
three questionnaire formats. Several marble shops and producers that were not
among the importers ‘identified reported small import volumes.

The largest volume of imports is accounted for by stone “setters” or
“installers.” Installation firms specialize in setting stone as specified by
the architect and/or general contractor. Installers are generally awarded a
contract for stonework for a project. As subcontractors, they arrange for
delivery (including importation) of the finished material and install it at the
job site. Some installers also draft the shop drawings (cutting and detailing
instructions) for the fabricator. Most often, installers are not involved in
the selection of stone; rather, they use whatever stone material has been
selected for the project. Sometimes installers also do not influence the
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selection of the fabricator. However, * * * reported involvement in both the
selection and purchasing of material,

Many importers described themselves also as brokers, meaning that they
supply granite, typically to large-scale construction projects. A broker
offers a variety of stone samples, including domestic and foreign granite and
stone other than granite, to architects and owners to consider in designing a
building. The broker may influence the selection of the material, the design
of the granite work, and the choice of fabricator. The broker arranges for the
quarrying and fabrication from the supplier(s), whether it is a domestic
producer with its own quarries or a foreign quarrier and unrelated foreign
finisher. The broker assures timely delivery of the finished product at the
job site. His fee is generally a percentage of the value of the dellvered
material. Some large installers also act as brokers. »

Many importers reported that they operate a marble shop, either in
conjunction with their other activities or as a primary bu51ness.' Marble. shops
are discussed above in the section so entitled. . IR N

Another type of importer is a stocking yard (distributor) for slab.
Marble shops sometimes also act as stocking yards. As such, they purchase and
hold large inventories of slab, which are available either for resale to other
marble shops or for use in their own fabricating shops.

General contractors also account for a large quantity of imported granite.
Importation by the general contractor occurs when the general contractor also
performs as the installer, or when the subcontracting installer is not required
to arrange for importation of the material. Industry sources report that, in
recent years, general contractors have become more involved in the selectlon
and procurement of granite. 1/ - :

Tile distributors buy and sell domestic and foreign-fabricated tile,
vwhether of granite, other natural stone, or ceramic; their customers are marble
shops and the building trade. Although some inventories of tile are held, the
tile distributor may also arrange for a purchase from the source.

A number of importers represent foreign fabricators. Firms for. which this -
is a primary activity, * * *, promote the foreign producer, arrange for
fabrication, and sometimes handle delivery of imports. Mostly, however, a
broker or tile distributor represents a foreign fabrlcator by stocklng samples
of its merchandise and facilitating orders.-

A few developers also import granite directly. This occurs when . the
developer also acts as the general contractor or when the developer does not
delegate the purchasing and delivery of the granite to the general contractor.

Developers have reportedly become more active in the 1mportat10n of granlte in
recent years.

Several customhouse brokers were among the importers identified. These’
firms were asked to name the companies for which they entered thin granite.
Most of the companies named had already been identified as importers because of
their direct imports.

1/ Meetings with installers and general contractors. - . St
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Finally, some U.S. quarrier/producers :of thin granite also import these
products. Specifically, * * * imported small quantities-of the subject
product. U.S. producers were requested to report all such imports.

Channels of Dlstrlbutlon

The granite products subJect to investigation areé unflnlshed (slab) and
finished (tiles and cut-to-size). These three categories of products are’
marketed quite differently. . Slabs, both rough and face-finished, are priced
per square foot, and either further fabricated into cut-to-size products or
sold to marble shops for such further processing. 'Sliab is-imported in
containers, often including 'a combination of granite and other stone. ‘Stocking
yards hold slab in inventory for sale to small fabricators.

Tile is produced in a variety of standard sizes and sold through
distributors and marble shops to contractors and homeowners. Tiles are.
packaged in cartons of 10 and priced by the square -foot.

Most finished granite is custom manufactured, with dimensions based on the
interior and exterior design of the building as well as on. the structural
support system to which the granite will be attached.” Industry sources
estimate that more than 90 percent of all granite purchases, by volume, are of
such cut-to-size products, with prices quoted on a square-foot basis. Cut-to-
size granite is sold directly to general contractors, installers, granite
suppliers, and developers/owners. Also included in the cut-to-size category
are all products produced by domestic marble shops, such -as - tables, vanltles,
and kitchen counters.

u.s. quérrier/producers and importers were requested to report their 1987
shipments of finished granite, by market. These data are presented in the
following tabulation (in percent): : : s

Market o U,S. producer/ Imports from Italy

- quarriers .- and -Spain 1/
Installed by the firm............. 3.7 . . 59.6
Shipped to related firms and ) ..
subcontractors 2/........ e k% : 13.8

Shipped to unrelated firms: . N
General contractors/developers.. . 42.4 -

4.7

InstallersS..eeeseeneeeneeennnnns Kk 11.2
Distributors/brokers............ o kky - 1.3
Other 3/..vvveeeneeenns ceecesene 1.5 s 9.4
Total......... et eseanan Teee e 100.0 . :100.0

1/ Excludes the imports of marble shops. Such imported products are sold
largely to contractors and homeowners.

2/ These were mostly installers. ;

3/ Includes the private residential market (homeowners)

Apparent U.S. Consumption

Granite has been used as a building stone since ancient times. However,
with the advent of lower cost steel and concrete construction, the use of
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massive granite blocks as load-bearing structural members in buildings has
become almost nonexistent in modern-architecture. Consumption of granite
declined through the first three quarters of this century as other bu11d1ng
products became available and popular. However, during the 1970's, rising
energy prices made glass, steel, concrete, and other synthetic building
products increasingly costly to produce. Buildings made from these materials
were also more expensive to heat and cool. Stone, on the other hand, is
relatively energy efficient, in both its fabrication and, with proper
installation, its use as a building material,

The world market.;—Granite is quarried throughout the world. Over
75 percent of rough granite block comes from such major producers as the United
States, Japan, Brazil, France, Belgium, Greece, India, and Spain. 1/ Italy,
Japan, the United States, France, and Belgium are among the largest fabricators
of granite; Italy is largely dependent on export markets and the rest are net
importers of finished granite. A number of producers of raw granite are
developing fabricating industries and exporting the bulk of this production;
Spain, Brazil, Portugal, and Canada are among those that supply the U.S.
market. Major markets for finished granite are the United States, Japan,
Western Europe, some of the Arab countries, and some small Far East nations. 2/

Italy is in a unique position in this world market because of its
dependence on imported raw material. Italy has limited natural granite
resources but huge quantities of rough block enter via the ports of the Carrara
region. The bulk. of this material is processed into finished granite for
export. Italian fabricators, -therefore, discuss both supply and demand for
granite in global terms. A small group of prestigious architects and major
developers, general contractors, and installers are responsible for the design
and construction of most large granite-clad buildings; these few individuals
and firms are headquartered in the United States but are involved in major’
construction projects all.over the world. 3/

The U.S. market.--In 1979, leading architects Philip Johnson and John
Burgee designed the AT&T Building in New York City with a domestic granite
exterior. This monumental construction project is considered by industry
sources to have sparked the revival of stone architecture. The Postmodern
Movement, with its classic design, detail, and natural building materials,
began to replace the International Style, identified with minimalist lines and
glass and steel construction materials. In the early years of revival, granite
continued to be a relatively expensive building material to use, and granite
projects were considered to be “prestige” or “monumental” buildings, often
designed for large corporations. 4/ However, advances in stone cutting
technology have increased the supply and variety of finished granite available
and also reduced the cost of these products. The finished granite industry
adapted to market demands by producing thin slabs, veneer, and tiles.
Simultaneously,. developments.by the installation industry have reduced the cost
of using granite as a building material.

1/ Societa Editrice Apuana, Marble in the World: the stone 1ndustry and its
trade, 1986, p. 28.

2/ Ibid., p. 58. ,

3/ Meetlngs with Italian fabrlcators.

4/ Marble Architectural Awards U.S.A. 1985, Internazionale Marmi e Macchine
Carrara, May 1985; and Albert Scardino, “New Look in Skyscrapers Revives
Quarries,” The New York Times, Aug. 5, 1987, p. 1.
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In 1988, granite is no longer viewed as a building material reserved for
prestigious corporations and luxury hotels. Banks and institutions also favor
the solid image projected by granite. Developers hoping to attract up-scale
businesses prefer to use granite in office and retail construction. Often,
granite is limited to the most visible areas of a building to reduce costs.
The U.S. International Trade Commission Building, at 500 E Street SW., is a
good example of the use of granite today. 1/

Producers and consumers agree that consumption of finished granite has
experienced spectacular growth during the 1980‘s. A 1985 Dimensional Stone
article estimated that granite consumption had grown sevenfold from 1980 to
1984; this is three times faster than the rate of growth of marble during the
same period. 2/ A survey conducted by the same publication in July of that
year showed that, of 353 architects, 46 percent felt that use of granite would
remain the same in the next 5 years and 25 percent felt that consumption would

increase moderately. Less than 2 percent of the architects surveyed felt that

granite would decline in use. During the preliminary investigations, leading
architects told staff members that demand for granite would remain strong
although several general contractors were of the opinion that there would be
some return to the use of synthetic materials in building in the near

future. 3/

Italian suppliers view the U.S. market as steady rather than growing;
granite continues to be a preferred building material among architects and
developers but construction activity overall has stagnated in certain areas.
Particularly in Texas, consumption for granlte has declined in recent years,
while demand on the east and .west coasts remains strong 4/

Since the initiation of these investigations, there has been somewhat more
uncertainty in the industry regarding consumption trends. End users argue that
the imposition of substantial duties on granite from Italy-and Spain would
reduce consumption of granite in the United States by reducing the selection,
availability, and affordability of material. Builders and installers report a
reluctance to place orders with Italian and Spanish suppliers in the face of
uncertainty regarding the ultimate price of the material. Petitioners maintain
that demand for granite remains strong and that domestic and fairly prlced
imports can and will supply the needs of U. S. consumers.

No parties to these investigations were able to identify a public source
of data on consumption of finished granite. Apparent consumption has therefore
been calculated using available data on U.S. shipments and imports. Both U:S.
shipments and imports are somewhat underestimated and, consequently, .
consumption is likewise underestimated. U.S. shipments represent the majority
of U.S. quarrier/producers but exclude the production of most marble shops.
These fabricators produce no slab and petitioners do not consider them to
account for a significant share of finished production. Import data were
obtained in response to questionnaire data and coverage of imports is not

1/ A discussion of this building, and the granite selection for it, is
presented in app. D.

2/ ”"Dimensional Stone Usage Sets All-time Record,” Dimensional Stone, Summer -
1985, p. 13.

3/ Meetings with * * %,

4/ Meetings with Italian fabricators.

v
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complete. An alternative calculation of consumption, using import data based
on official import statistics, as adjusted, is presented in app. E.

As most granite is used out of doors, winter weather restricts consumption
in the first 3 months of each year in much of the country. Thus, partial-year
data as presented in this report may not be representative of the year’s
activity. Because the length of time between order and shipment of material
for most large projects is often 9 months or longer, the data presented in this
report are not believed to be unduly distorted by the filing of this trade
action. :

Apparent U.S. consumption of slab, as reported in -table 1, rose from
9.8 million square feet in 1985 to 11.0 million in 1986, representing a
12.5-percent increase. Consumption rose another 7.7 percent, to 11.8 million
square feet, in 1987. There was a 7.2-percent decline in consumption during:
January-March 1988 compared with that during January-March 1987. Apparent U.S.
consumption of slab in terms of value is largely based on captive U.S.
shipments, valued at cost. The reported value of slab consumption rose from -

Table 1 A
Granite slab: U.S. shipments, imports, and apparent consumption, 1985-87,
January-March 1987, and January-March 1988

January-March--
Item 1985 1986 1987 1987 1988

Quantity (1,000 square feet)

U.S. shipments 1/........... 8,864 9,582 10,173 2,617 - 2,315
Imports from-- :
Italy 2/ceeuienenenncnnnnns 623 1,118 1,323 234 290
Spain.....cceeciiiennnn cen 148 165 . 190 48 81
Subtotal....... cevtenoenee 771 1,283 1,513 282 - 370
All other countries...,... 142 134 155 29 31
Total imports...........  __913 1,417 1,668 311 401
Apparent consumption........ 9,777 10,999 11,841 2,928 2,716

Value (1,000 dollars)

U.S. shipments 1/..... ceenns *kk *kk kxk kkk ok
Imports from-- Co- :
Italy 2/..c00ieneeneneeess 3,838 7,790 © 9,912 1,762 c2,277
5] o 5§ o VAU 154 870 1,061 . 275 ' 425
Subtotal............ eeee 4,592 8,661 10,972 2,037 2,703
All other countries....... kA% okdad Kk *h% faladad
Total imports......ccevee k% Kkk ol Khk fakakad
Apparent consumption........ 68,433 76,538 83,911 . 21,218 20,404

1/ U.S. producers’ company transfers and open-market sales.
2/ For the purposes of calculating consumption, the products of Formai &
Mariani, Henraux, and Savema have not been excluded from the data presented.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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$68.4 million in 1985 to :$76.5 million ‘in 1986, representing an 11.8-percent
increase. Consumption rose'another 9.6 pércent, to $83.9 million, in 1987.
There was a 3.8-percent decline in the value of consumptlon durlng January—
March 1988 compared with that during: January—March 1987.

Apparent U.S. consumption of finished granite, as repqrted in table 2,
rose from 11.0 million square feet-in 1985 to 13.1 million in 1986, repre-
senting a 19.2-percent increase. Consumptlon ‘declined by 9.3 percent, to
11.9 million square feet, in 1987." Consumption from January—March 1987 to
January-March 1988 declined by an additional 2.3 percent. Apparent U.S,
consumption of finished granite, in terms of value, rose from $§119.1 million in
1985 to $145.6 million in 1986, representlng ‘a 22.2-percent increase.
Consumption fell to $140.5 million in 1987, representing ‘a 3. 5-percent decline.
There was a further 3.9-percent decrease in the value of consumptlon dur1ng
January—March 1988 compared w1th that in January—March 1987

Table 2 RV S

Finished granite: U.S. shipments, imports, and apparent consumption, 1985-87,
January-March 1987, and January-March 1988

) B o T - : Januarijarch—f §
Item 1985 1986- - - 1987 - 1987 1988

Ouantlty,(l 000 square feet)

U.S. shipments 1/........... 4,848 5,419 5,513 1,351 1,255
Imports from-- . - : - N ..

Italy Y 5,147 5,563 5,001 1,087 1,014

Spain........ P S 520 1,561 - - - 1,010 197 240

Subtotal..... Ceeereenenn 5,667 7,124 6,011 1,284 1,254

All other countries....... 487 . 568 - 366 - 76 : 71

Total imports........... 6,154 - 7,692 .. . 6,377 1,360 - - 1.325

Apparent consumption........ ©.11,002 13,111 11,890 - 2,711 _2,580

Value (1,000 dollars) -

U.S. shipments 1/........... 64,347 69,490 74,507 17,369 17,182

Imports from--
Italy 2/.ciiiiiiivneelnnnn 46,736 .. 59,045. 53,958 12,643 10,705
SpPain...eieeiiinrienennns 3,598 11,283 7.871 1,475 2,328
Subtotal......ovvevnenes 50,334 70,328 ' 61,829 14,118 13,033
All other countries....... 4,442 5.789 4,172 799 808 -
Total imports............ 54,776 76,117 1¥~ 66,001 --- 14,917 " 13,841

Apparent consumption........ . 119,123 145 607 . 140 508 32,286 _31,023

1/ U.S. producers’ company ‘transfers and open- mafket -sales. -
2/ For the purposes of calculating consumption, the products of Formai &’
Mariani, Henraux, and Savema have not been excluded from-the data presented

Source: Compiled from data Submltted in response to questlonnalres of the U.s.
International Trade Comm1551on
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Consideration of Alleged Injury to an
Industry in the United States

The information presented in this section of the report was obtained from
responses to questionnaires of the U.S. International Trade Commission.
Seven quarrier/producers, 4 slab producers, and 17 marble shops, accounting for
an estimated 85 percent of 1987 U.S. shipments of finished granite, provided
capacity, production, and shipment information. Several of the smaller firms
were not able to ahswer all parts of the questionnaire.

Three quarrier/producers did not respond to the Commission’s question-
naire. These firms accounted for * * * percent of reported 1987 shipments, in
terms of value.

Marble shops reported significant difficulties in compiling the data
requested. Many are small businesses handling a variety of stone and ceramic
products. They report having neither the staff nor the records to provide
usable data. Of the 93 marble shop questionnaires sent, 31 firms provided some
usable data (frequently only imports) and 25 responded that they did not
produce finished granite. Three companies that do not function primarily as
marble shops, and for which granite fabrication did not represent 10 percent of
sales, upon request, were excused from the questionnaire. The remainder failed
to respond.

In the preliminary investigation, petitioners requested that the quarrying
activity of producers be considered by the Commission in its assessment of
injury to the subject U.S. industry. Therefore, data on the U.S. quarrying
operations of domestic producers were requested and are presented in this
report. Data on the operations of quarriers not associated with producers of
the subject products are not presented. However, domestic producers reported
as well their U.S. purchases of rough block. The data presented on block
include the bulk of such material used in the production of slab. Production
and related data for quarrying, slabbing, and finishing are not aggregated but
are instead presented separately.

U.S. producers’ capacity, production, and capacity utilization

Some slab and finished granite is produced in production facilities that
are used in the production of other dimension stone products. For example, the
quarries that yield granite for building facing may also be sources for granite
used in monuments. Also, some of the same equipment is used to slab and polish
products that are 2-1/2 inches thick and less as well as thicker slab., Marble
shops report using the same machinery to finish granite, marble, and other
stone material. However, most of the finishing of tile and cut-to-size
products is performed separately from memorialization and highway products. As
* * * noted, “most equipment is used primarily for one type of product or
another” and producers therefore reported capacity allocated as appropriate.

From the data presented below, it would appear that U.S. slabbing capacity
is greater than finishing capacity; in fact, the reverse is true. The data
presented for slab are gross quantities and the data presented for finished
products are net. Depending on the dimensions of the finished product, a part
of the slab from which it is cut is wasted, although small pieces may be used
to make pavers or be crushed to produce rubble.
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Rough block.--The average-of-period capacity reported by U.S. producers to
quarry rough granite block rose steadily during the period of investigation.
This capacity increased from * * * 1985 to * * * 1986, representing a
* % *-percent rise. Capacity increased again, by * * * percent, to * * * 1987,
From January-March 1987 to January-March 1988, capacity increased * * *,

Cold Spring reported quarrying capacity based on a 168-hour workweek,
operating 48 weeks per year. Company officials explained that this level of )
activity has been sustained * * * during periods of peak demand and that moving
to nighttime production requires only * * *, An adjustment was made for the
reduced efficiency of nighttime operations, * * *,

U.S. producers of certain granite quarry the majority of the rough block
they consume but also sell and purchase small amounts. Their production and
other sources of rough block are presented in the following tabulation (in
thousands of cubic feet):

Net U.S, Net import  Total .
Period Production Sales purchases purchases available 1/.
1985..c0iennnnn 3,544 ' *Rk 101 *kk T 2,832
1986..cceencen 4,017 [ kxR 69 kkk 3,283
1987 ..civennene 3,819 kA% 75 Fkk 3,062
January-March--
1987. .00 803 kkk 17 | kE% 690
1988......... 911 R 61 B L 848

1/ Ignores inventories, which fluctuated between 565;000 and 630,000 cubic feet:
during the period of investigation. '

The average capacity utilization of rough granite block producing
facilities fluctuated slightly during the period of investigation. From
* * * percent in 1985, capacity utilization peaked * * * in 1986 and declined
* % % jn 1987. The capacity utilization rate of these quarries rose from * * *
January-March 1987 to * * * January-March 1988.

Slab.--U.S. producers were asked to report their machinery employed in
slabbing certain granite as of December 31, 1987. Responding firms reported
operating 44 wire saws; one-quarter have a single or double wire cable, 1/
another quarter have 4 to 8 cables, and half have about 10 cables. There were
also 34 multiblade gang saws and * * *, most of which were acquired during the’
period of investigation. )

Reported U.S. average-of-period capacity to produce thin slab also rose
during the period of investigation (table 3). Such capacity was 13.2 million
square feet in 1985, and increased by 1.8 percent to 13.5 million square feet
in 1986. Capacity expanded to 13.8 million square feet in 1987, representing a
2.6-percent increase. Slabbing capacity remained at 3.5 million square feet in
the partial year periods.

1/ * * * reported an additional * * * gingle wire saws, but these are used
primarily in the production of granite thicker than that under investigation.
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Table 3
Certain granite: U.S. capacity, production, and capacity utilization, 1985-87,
January-March 1987, and January-March 1988

January-March--

Item 1985 1986 1987 1987 1988
Slab:

Capacity:

Quantity (1,000 sq ft).. 13,236 13,470 13,824 3,457 - 3,457
Percentage change....... 1/ 1.8 . 2.6 1/ . 0.0

Production: : :
Quantity (1,000 sq ft).. 8,873 10,177 9,967 2,498 2,275
Percentage change....... 1/ 14,7 (2.1) 1/ - (8.9)

Capacity utilization ' , .
(percent) 2/...iieivenns . 68.3 77.0 73.4 73.5 - 67.0

Finished granite: :

Capacity: o
Quantity (1,000 sq ft).. 8,369 9,417 9,541 2,373 2,373
Percentage change..... .. 1/ 12.5 1.3 1/ -0.0.

Production:

Quantity (1,000 sq ft).. 4,870 5,478 5,903 1,400 - 1,304
Percentage change....... 1/ 12,5 7.8 1/ (6.9)

Capacity utilization

(percent) 2/....... ceee. 581 58.1 61.7 59.6 54,7

1/ Not available.
2/ Capacity utilization is based on companies reporting both capacity and
production data.

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

Cold Spring based their reported slabbing capacity on actual production
records during periods of peak demand, working 168 hours per week, 48 weeks per
year. Adjustments were made for downtime.

U.S. production of slab rose slightly less overall than did capacity.
Production totaled 8.9 million square feet in 1985 and rose by 14.7 percent, to
10.2 million square feet, in 1986. Production declined in 1987 to 10.0 million
square feet, or by 2.1 percent. From January-March 1987 to January-March 1988,
production fell 8.9 percent, from 2.5 million square feet to 2.3 million square
feet.

The capacity utilization of slabbing facilities also peaked in 1986, at .-
77.0 percent. It was 68.3 percent during 1985 and 73.4 percent for all of
1987. Capacity utilization for slab fell to its lowest point, 67.0 percent,
during January-March 1988 from a level of 73.5 percent during January-March
1987. :

Finished granite.--U.S. average-of-period capacity to finish granite also
rose steadily from 1985 to 1987 as producers expanded their finishing
facilities. Such capacity increased from 8.4 million square feet in 1985 to
9.4 million square feet in 1986, representing an increase of 12.5 percent.
Capacity rose again in 1987, by 1.3 percent, to 9.5 million square feet. From
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January-March 1987 to the correspondlng perlod of 1988, reported capac1ty did
not change significantly. A i

Cold Spring also reported capacity to finish granite based.on a 168-hour
workweek, 48 weeks per year. Company officials explained that this level of
activity has been sustained .during periods of peak demand.

* * * * * * *

U.S. production of finished granite rose somewhat more than did capacity
during the period of investigation. . Production totaled .4.9 million square feet
in 1985 and rose by 12.5 percent, to 5.5 million square feet, in 1986.
Production increased again. in 1987, to 5.9 million ‘square feet, or by
7.8 percent. From January-March 1987 to the corresponding period of 1988,
production decreased 6.9 percent, from 1.4 million square feet to 1.3 million
square feet. Capacity utilization of granite finishing facilities for which
both capacity and production were reported remained at 58.1 percent during
1985-86, then rose to 61.7 percent in 1987. From January-March 1987 to
January-March 1988, capacity utilization dropped: from 59.6: percent to
54.7 percent, as. production fell without a corresponding decline in capacity.

Petitioners were requested to report separately their: capa¢ity and
production of tile, pavers, and cobblestone paving. 1/. Data reported by Cold
Spring are presented in the following tabulation: S

* * * * * *x *

Capitol reported * * *, North Carolina Granite reported * * *,

U.S., producers’ shipments

Inventories held by this industry are relatively unimportant as production
is generally custom designed for a particular project. Shipments therefore,
followed production trends very closely. - Also, .export. shipments. are-minimal;
total. shipments, therefore, do not differ*signlflcantly from U. S shlpments o

Slab.~--As shown in table 4, U.S. sh1pments of slab rose from 8 9 m11110n
square feet in 1985 to 9.6 million square.feet.in 1986, representing an
8.1-percent rise. Shipments rose another 6.2 percent. to 10.2 million square
feet in 1987. .From January-March 1987 :to the corresporiding period 'of 1988,

U.S, shipments decreased from 2.6 mllllon square feet to 2 3 mllllon square )
feet, or by 11.5 percent. -

Trends in the value and unit value of reported shipments show less B
expansion than do changes in volume during. the period of investigation. U.S.-
produced slab is nearly all captively consumed, with ccést rather than market
value being the predominant determinant of intercompany: transfer values.
Reported U.S. shipments of-slab in 1985 totaled '* * * and in 1986 weére valued
at * * * representing an increase * * *, This is a smaller increase than
occurred in terms of volume as unit values fell * * * from 1985 to 1986. 1987
shipments totaled * * *, a * * *-percent increase in terms of value -compared

1/ Petitioners note that distinguishing capacity‘and‘productioﬁ of tile is
difficult because it overlaps in application .with other finished granite products.
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Table 4

Certain granite: U.S. producers’ company transfers, open-market sales, U.S.
shipments, export shipments, and total shipments, 1985-87, January-March 1987,
and January-March 1988

January-March--—
Item v 1985 1986 1987 1987 1988

Quantity (1,000 square feet)

Slab:
Company transfers......... *k% . kA 10,014 kK k%
Open-market sales......... *kk *kk 159 fadua kkk
U.S. shipments 1/....... 8,864 9,582 10,173 . 2,617 2,315
Export shipments.......... bl oot *hk okt faaded
Total shipments......... Kk *hk kkk ke kkk
Finished granite:
Company transfers......... 137 *kk kkk . KEX X
Open-market sales........ . 4,711 fadakad *xk L hk* 1,212
U.S. shipments 1/....... 4,848 5,419 5,513 1,351 1,255
Export shipments...... cens falail kel _kkk fabalal . k%
Total shipments......s.. *hk kK kk kkk ‘ Kk
Value (1,000 dollars)
Slab: . .
Company transfers.......... ok k | kR , it *khk Kk
Open-market sales......... jaladl Fhk hk . fakald okl
U.S. shipments 1/....... | Kk *kk *kk kkk kkk
Export shipments.......... ol fallalia LRk fadalal faadl
Total shipments......... kkk kkk *kk Xk k *kk
Finished granite:
Company transfers......... kkk ok k *kk 1,395 431
Open-market sales......... okl Fkk *kk 15,974 16,751
U.S. shipments 1/....... 64,347 . 69,490 74,422 17,369 17,182
Export shipments...... ceee kadd k% *kk ol *k %
Total shipments......... *kk Fkk *kk . k% *kk
Unit value (per square foot) 2/
Slab: .
Company transfers......... *hk *kk *kk *kk *hk
Open-market sales......... ladada ok k% kK *kk
U.S. shipments 1/....... *kk Kk k% *kok kkok
Export shipments..... ceses ol follakal ol fallala kk*x
Total shipments......... el kK *kk *h% kkk
Finished granite: .
Company transfers......... kkk *kk Fkk *kk $13.60
Open-market sales......... fakad kbl k% kKK 13.67
U.S. shipments 1/....... $13.26 $12.87 $13.54 $12.65 13.67
Export shipments.......... k% *E% e k% fakadad
Total shipments......... *kok k% ki k *kk kkk
1/ U.S. shipments include company transfers and open-market sales.
2/ Based on shipments by companies reporting both value and quantity.

Source: Compiled from data submitted in'response to questionnaires of the U.S.
International Trade Commission.
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with those in 1986 but, again, less than the increase in quantities. Unit
values of slab decllned * % % from 1986 to 1987. However, from January-March
1987 to the corresponding period of 1988, the value of such shipments declined

less steeply than did quantltles Values fell * * * and unit values rose
* % K . — . . B

‘End-of-period inventories of slab increased from December 31, 1985 to a
peak as of March 31, 1987, and declined somewhat by December 31, 1987. They
rose again slightly by March 31, 1988. The ratio of end-of-period inventories
to total shipments likewise increased from 1985 to 1986 and declined in 1987,
There was another -slight increase during January-March 1988 compared with
January-March 1987, as shown in the follow1ng tabulation:

* * * * * : * ) *

Finished granite.--U.S. shlpments of finished granite increased in volume
from 4.8 million square feet in 1985 to 5.4 million square feet in 1986,
representing a 11.8-percent rise. Shipments rose another 1.7 percent to
5.5 million square feet in 1987. From January-March 1987 to the corresponding
period of 1988, U.S. shipments declined from 1.4 million square feet to
1.3 million square feet, or by 7 1 percent

Uu.s. shlpments of finished granite in 1985 totaled $64.3 million and in
1986 were valued at $69.5 million, representing an increase of 8.0 percent.
Again, this is less than the increase in volume; unit values declined
2.9 percent from 1985 to 1986. 1987 shipments totaled $74.4 million, a
7.1- percent increase in terms of value compared with those in 1986. This
larger increase in the value than in the quantity of shipments is evidenced by .-
a 5.2-percent increase in unit values from 1986 to 1987. The value of . _
shipments decreased less than did the volume from. January-March 1987 to. the .
corresponding period of 1988. Values declined by 1.1 percent and unit values
rose by 8.0 percent. These data are also presented in table 4.

Finished granite is primarily custom made for a specific building project.
Only tile is inventoried in significant quantities. Reported end-of-period
inventories increased during the period of investigation, both in volume and as
a percent of total shipments, as shown in the following tabulation:

‘ - Dec. 31-- -~ Mar, 31-- ,
Finished granite o 1985 1986 1987 1987 1988
Inventories (1,000 sq ft).. 56 93 122 99 116
Inventories/total shipments N .
(percent) 1/...ccveuen. 1.6 2.2 2.7 "8.8 2/ 12.0 2/

1/ Excludes companies that were unable to provide inventory data. , .
2/ Inventories as of Mar. 31 as a percent of ‘shipments during January-March.

***.

Cold Spring’s shipments of tile, paving, and cobblestone paving are
presented in the following tabulation (in thousands of square feet):

4

* * * * * - T Tk %

In 1987, Capitol and North Carolina Granite reported * * *,
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Employment

Seven quarrier/producers supplied data on employment in the production of
rough block and certain granite. Separate employment data are not available
from these producers on a narrower product line. Six marble shops reported
employment in the production of finished granite.

Rough block.--Employment data in quarrying activities are presented in the
following tabulation:

Number Hours Productivity Hourly Unit labor

of worked (cubic feet Hourly compen-— costs er

Period ‘workers  (1,000) per hour) wage sation cu, ft.)
1985, 0 iiinnnns 549 1,106 3.03 $§9.02 $10.68 $3.50
1986..00vieccss 559 1,148 3.33 9.34 11.58 3.44
1987, 0iiiinnnns 516 1,021 3.59 9.73 12.23 3.37
January-March--

1987...000enn 501 226 3.39 9.32 13.32 3.92

1988...c000ee 488 241 3.68 9.84 15.10 4,10

Certain granite.--Quarrier/producers reported employment for their
production of certain granite, i.e., for both slabbing and finishing operations
(table 5). The number of such workers rose from 1985 to 1986, fell in 1987 and
fell further during January-March 1988 compared with the number during the
- corresponding period of 1987. Hours worked likewise peaked in 1986 and have
since declined. Hourly compensation rose throughout the period of investiga-
tion although from 1986 to 1987 there was a slight drop in the hourly wage
rate, * * X,

Table 5

Certain granite: Average number of production and related workers, hours
worked, and hourly wages and compensation paid, 1985-87, January-March 1987,
and January-March 1988

January-March--

Item 1985 1986 1987 1987 1988
Average employment:
Workers (number).......... 1,038 1,075 1,008 1,032 958
Percentage change......... 1/ 3.6 (6.2) 1/ (7.2)
Hours worked:
Number (1,000 hours)...... 2,041 2,247 2,205 522 518
Percentage change......... 1/ 10.1 (1.9) 1/ (0.8)
Hourly wages:
Rate (per hour)........... $8.76 $9.02 $8.97 $9.02 $9.02
Percentage change......... 1/ 3.0 - (0.6) 1/ .0
Hourly compensation:
Rate (per hour)........... 10.09 10.97 11.08 11.16 11.44
Percentage change......... 1/ 8.7 1.0 1/ 2.6

1/ Not available.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Usable data reported by marble shops are presented in the following
tabulation: :

Number Hours Productivity Hourly Unit labor
- of worked (square feet ‘Hourly compen-— costs (per
Period workers (1,000) per hour) wage sation square foot)
1985..... 67 144 3.09 $§7.90 $8.04 $4.90
1986..... 71 139 3.47 8.89 8.97 4,42
1987..... 66 152 3.07 ' 9.37 , 9.51 5.38

Financial experience of U.,S. producers

Five quarrier/producers furnished income-and-loss data for both their
overall establishment operations and certain granite operations. Separate
financial data- are not available on a narrower product line basis.

Overall establishment operations. 1/--As shown in table 6, aggregate net
sales of all establishment operations decreased by 1.7 percent from
$149.6 million in 1985 to $147.1 million in 1986, then recovered in 1987 to
$150.8 million. Operating income was $15.7 million in 1985, $13.4 million in
1986, and $17.1 million in 1987. Operating income margins, as a percent of
‘sales, were 10.5, 9.1, and 11.3 in 1985, 1986, and 1987, respectively. For the
interim period ended March 31, 1988, net sales were $35.2 million, representing
an increase of 5.9 percent compared with the March 31, 1987, interim period
sales of $33.3 million. Operating income margins, as a percent of sales, were
7.9 and 8,0 in interim 1987 and interim 1988, respectively. Net income before
taxes, as a percent of sales, fell from 7.4 in 1985 to 5.8 in 1986, then
recovered to 8.2 in 1987, with margins of 4.4 in interim 1987 and 5.4 in
interim 1988. * * ¥,

1/ Overall establishment operations include production of all granite products,
quarrying operations (whether or not physically separate from the
establishments), finished granite installation, and other granite-related
activities. '
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Income-and-loss experience of U.S. producers 1/ on the overall operations of
their establishments within which certain granite is produced, accounting years

1985~87 and interim periods ended Mar.

31, 1987, and Mar. 31, 1988

Interim period

ended Mar, 31--
Item 1985 1986 1987 1987 1988
Value (1,000 dollars)

Net sales...ceeeivvenens eeees 149,615 147,058 150,832 33,259 35,206
Cost of goods sold.......... 116,854 113,822 111,505 25,832 26,761
Gross profit........... eeees 32,761 33,236 39,327 7,427 8,445
General, selling, and

administrative expenses... _17,028 19,857 22,275 4,795 5,612
Operating income......ccev00e 15,733 13,379 17,052 2,632 2,833
Interest expense....eeeeeees 5,440 5,638 5,124 1,287 1,096
Other income, net.....eeev.. 773 750 486 115 163
Net income before taxes..... 11,066 8,491 12,414 1,460 1,900
Depreciation and amorti-

zation included above..... 5.314 6,066 6,014 1,502 1,543
Cash-flow 2/..civveverncnnns 16,380 14,557 18,428 2,962 3,443

Share of net sales (percent)

Cost of goods sold.......... 78.1 77.4 73.9 77.7 76.
Gross profit....ccveveeeenns 21.9 22.6 26.1 22.3 24,0
General, selling, and

administrative expenses... 11.4 13.5 14.8 14.4 15.9
Operating income........s..s 10.5 9.1 11.3 7.9 8.0
Net income before taxes..... 7.4 5.8 8.2 4.4 5.4

Number of firms reporting

Operating losses............ ko *kk | kkk kokk *kk
Net 10SS@S.viieerivsrersnonns *hk *dek *kk *hk *hk
DT oF- WO P 5 5 5 5 5
1/ * * *,

2/ Cash-flow is defined as net income
amortization. :

Source:
International Trade Commission.

or (loss) plus depreciation and

Compiled from data submitted in response to questionnaires of the U.S.
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Establishment income-and-loss data for each of the producers are presented
in table 7. Profitability of establishment operations, in the aggregate, was
significantly greater than it was on certain granite operations.

Table 7

Income-and-loss experience of U.S. producers on the overall operations of their
establishments within which certain granite is produced, by producers,
accounting years 1985-87 and interim periods ended Mar. 31, 1987, and Mar. 31,
1988

Products of the overall establishment other than the investigated'product
are * * ¥,

% * * * * * %

The Commission also received the annual statements for * * *,

* * * * * * ok

Operations producing certain granite.--The income-and-loss experience of
the U.S. producers on their operations producing certain granite is presented
in table 8. Net sales increased 26.0 percent from $50.8 million in 1985 to
$64.0 million in 1987. There were, however, operating losses in all periods;
$2.9 million in 1985, * * * in 1986, and $1.0 million in 1987. Operating _
income or (loss) margins, as a percent of sales, were negative throughout the
period with (5.8) in 1985, (* * %) in 1986, and (1.6) in 1987. Interim 1988
net sales were $15.2 million, representing an decrease * * * from the 1987
interim net sales of * * *, Operating loss margins, as a percent of sales,
were (¥ * *) and (2.4) percent in the 1987 and 1988 interim periods,
respectively. * * * reported operating losses during 1985-87 and * * *
reported losses in interim 1988.

* * % * * * *
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Table 8

Income-and-loss experience of U.S. producers 1/ on their operations producing
certain granite, accounting years 1985-87 and interim periods ended Mar. 31,
1987, and Mar. 31, 1988

Interim period
ended Mar, 31--
Item . 1985 1986 1987 1987 1988

Value (1,000 dollars

Net sales...ceveeecencsas ceseas 50,787 57,304 64,001 K&k 15,180
Cost of goods sold............. 46,985 kel 24,633 Badada 13,003
Gross profit..cevececessvsscess 3,802 *kk 9,368 1,709 2,177
General, selling, and -

administrative expenses...... _6,747 8,267 10,375 2,304 2,536
Operating loss...... cesieee eeee (2,945) *hk (1,007) (595) (359)
Interest EXpensSe....eeeecsoscss kk Kk *k% Fkok faadl Kk
Other .income, net......... oo Kk% _ %k% kkk hkk dekk
Net loss before income taxes... (4,346) (5,642) (2,783) (982) (616)
Depreciation and amortization

included above.......... eoess 3,293 3,643 3,202 824 859
Cash-flow 2/...veeeensanssoesss (1,053) (1,999) 419 (158) 243

Share of net sales (percent)

Cost of goods sold....... eeeees 92.5 kkk 85.4 88.8 85.7
Gross profit........ seesessoans 7.5 falaled 14.6 *kk 14.3
General, selling, and

administrative expenses...... 13.3 = 14.4 16.2 *kx 16.7
Operating 1l0SS....ceveevseseess  (5.8) *hk (1.6) *hk (2.4)
Net loss before income taxes... (8.6) (9.8) (4.3) fabatd (4.1)

Number of firms reporting

Operating 10SSeS.....eeeeeenens *kk *kk *kk *kk *hk
Net 10SS€S.cveeeocecons cereesas k% wkk kK k&% *k %
Data..O.‘.0.'....0......"..... S 5 S 5 5
1/ * * %,

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.

Selected finished granite income-and-loss data for each of the producers
are presented in table 9.

Table 9
Income-and-loss experience of U.S. producers on their operations producing

finished granite, by producers, accounting years 1984-86 and interim periods
ended Mar. 31, 1987, and Mar. 31, 1988

* * * * * *
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Financial experience of marble shop producers.--In addition to fully
integrated granite producers, the Commission collected data from producers that
perform primarily finishing operations with no quarrying or slabbing operations
of their own. The data for these producers are presented in table 10.

Table 10
Income-and-loss experience of U.S. marble shops on their operations producing

finished granite, accounting years 1985-87 and interim periods ended Mar. 31,
1987, and Mar. 31, 1988 ) o

Interim period
' o , ended Mar, 31--
Iltem ; 1985 1986 1987 1987 1988

Value (1,000 dollars)

Net S31€S..veveeevenvecenneens 7,617 10,015 8,203 2,158 *dk

Cost of goods sold.......vv.0e 4,973 7,214 6,403 1,470 fadaded
Gross profit......... cereseess 2,644 . 2,801 1,800 ' 688 758
General, selling, and
administrative expenses..... 1,720 2,052 1,472 fadadl faada
 Operating income or (loss).... 924 . 749 328 KRR *kok
Interest expense...... cereans . *kk k% * k% *kk kxk
Other income, net........ eves __Kkk k% khk *k % kk%
"Net income or (loss) before :
LAXEeS.. it aoesn i ens cee 837 : 700 428 (53) 174
' Depreciation and amortlzatlon :
included above......... cerae 134 192 148 L KRE 52
Cash-flow 1/..cvevevenevnaneaes 971 - 892 576 _ _ Kk 226

Share of net sales (percent)

Cost of goods s0ld............ 65.3 . 72,0 78.1 68.1 73.5

Gross profit....eeennenn. eeees 34,7 28.0 21.9 - 31.9 *kk
General, selllng, and :
. administrative expenses. . 22.6 - 20.5 .17.9 wkk 20.6
Operating income or (loss) . 121 7.5 4.0 kkox 5.9
‘Net income or (loss) before‘ ’ :

income taxes.......... ceeess 11,0 - 7.0 5,2 (2.5) adaded

Number of firms reporting

Operating 1oSS€S....vevveveess FEk kkk CEkk kkk Kk
Net 10SS@S.ceeeeevieeceeennsan L : *kk | kkk *kk *kk

Data...ovveereiininneerennnsns 5 } 3 5 4 4

1/ 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. :
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Value of plant, property, and equipment.--The data provided by the
producers on their end-of-period investment in productive facilities in which
finished granite is produced are shown in the following tabulatlon (in
thousands of dollars):

As of end of accounting year-- of Mar, 31--
Item ' 1985 1986 1987 1987 1988
All products of
establishments:

Original cost.......... 87,246 98,861 105,371 98,511 103,748

Book value..... e .. 56,244 61,661 62,632 60,803 60,475
Certain granite: .

Original cost.......... 33,294 37,616 38,777 37,585 39,191

Book value......... eees 19,756 20,600 19,401 18,753 18,684

Capital expenditures.--The data provided by the producers relative to
their capital expenditures for land, buildings, and machinery and equipment
used in the production of finished granite are shown in the following -
tabulation (in thousands of dollars):

Interim period
: , ended Mar, 31--
Item L 1985 1986 1987 1987 1988

All products of establishments:
Land and land improvements..., **%* . 1,183 Fokok *kk C kkk
Building and leasehold
improvementS.....eoeeeeoes Kk 2,459 *kk ik *k%
Machinery, equipment, and
fixtures......... ceeeearee. XEX 10,374 3,382 320 fadadd
Total....oovvenennnn cesens k% 14,016 3,994 378 *kk

Certain granite:

* % ’ * * * * *

Operating rate of return on assets.--The annual operating rates of return
on assets for the petitioners are presented in the following tabulation (as a
percent):

* x * * * * *
Research and development expenses.--Expenses incurred for research and

development by the producers are shown in the following tabulation (in
thousands of dollars):

* * Tk % * * *
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The Question of the Threat of Material Injury

Section 771(7)(F)(1) of the Tariff Act of 1930 (19 U.S.C. §. 1677(7)(F)(1))
provides that-- :

In determining whether an industry in the United States is threatened
with material injury by reason of imports (or sales for importation)
of any merchandise, the Commission shall consider, among other
relevant factors 1/-- .

(I) If a subsidy is involved, such information as may be
presented to it by the-administering authority as to .the
nature of the subsidy (particularly as to whether the
‘subsidy is an export subsidy inconsistent with the
Agreement), : :

(II) any increase in production capacity or existing unused
capacity in the exporting country likely to result in a
significant increase in imports of the merchandise to the
United States,

(III) any rapid increase in United States market
penetratlon and the likelihood that the penetratlon will -
increase to an injurious level,

(IV) the probab111ty that 1mports of the merchandise will
enter the United States at prices that will have a
depressing or suppressing effect on domestlc prices of the
merchand1se,

(V) any substantial increase in inventories of the
merchandise in the United States,

-(VI) the presence of underutilized capacity for produc1ng
the merchandlse in the exporting country,

. (VII) any other demonstrable adverse trends that indicate
the probability that the importation (or sale for
importation) of the merchandise (whether or not it is -
actually being importec at the time) will be the cause of
actual injury, and

(VIII) the potential for product-shifting if production
facilities owned or controlled by the foreign
manufacturers, which can be used to produce products
subject to investigation(s) under section 701 or 731 or to
final orders under section 736, are also used to produce
the merchandise under investigation.

1/ Sect. 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(ii)) provides that
“Any determination by the Commission under this title that an industry in the
United States is threatened with material injury shall be made on the basis of
evidence that the threat of material injury is real and that actual injury is
imminent. Such a determination may not be made on the basis of mere conjecture
or supposition.”
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The available information on the nature of the subsidies found by Commerce
(item (I) above) is presented in the section of this report entitled
”"Subsidies;”. the available data on foreign producers’ operations (items (II)
and (VI) above) are presented in the section entitled “Foreign producers;” and
information on the volume, U.S. market penetration, and pricing of imports of
the subject merchandise (items (III) and (IV) above) is presented in the
section entitled “Consideration of the causal relationship between alleged
material injury or the threat thereof and the subsidized and LTFV imports.”
“Product-shifting” (item VIII) is not at issue in these investigations. 1/
Available information on U.S. inventories of the subject products (item (V))
follows.

U.S. importers’ inventories

Inventories of cut-to-size granite are not held because such material is
custom produced and generally shipped immediately to the job site. However
stocking yards maintain large slab inventories and some tile is also kept in
inventory (table 11). The ratio of importers’ inventories to shipments is much
higher than that for U.S. producers. This is in part explained by the product
mix; importers supply the noncaptive market with greater amounts of slab and
tile, and less cut-to-size granite, than do domestic producers. Inventories
increased steadily, relative to shipments, from 1985 to 1987 except for
inventories of granite from Spain, which declined somewhat from 1985 to 1986
but then rose strongly in 1987. From January-March 1987 to January-March 1988,
inventories of Spanish granite declined slightly, and finished granite from all
other countries also fell, relative to shipments, and other inventories/
shipments ratios increased. Firms that reported holding inventories of
finished granite from Italy and Spain import primarily tile.

* * * , * * * *

1/ Granite producers are limited in the products that can be produced with the
machinery used in the manufacture of certain granite and none of these other
products is subject to investigation or final orders under Title VII.
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Table 11 ' : - : y
Certain granite: End-of-period inventories of Italian, Spanish, and other
imported products, 1985-87, January-March 1987, and January-March 1988

_ _ o SR January-March--1
Item 3 1985 1986 1987 . 1987 =~ © 1988

B )

Slab inventories:
From Italy: . _ < o : , 5
Quantity (1,000 sq ft).... 216 -~ 245 °~ 7340 270 2310

As a share of shipments
(percent)...vevveeennnss 56.6 58.6 68.9 224,6 365.6
From Spain:
Quantity (1,000 sq ft).... 19 32 41 © .33 .. . .35
As a share of shipments
(percent).......... e 32.0 1.6- . - 3.4 10.7 - - 10.6
From all other countries: T ' c ) :
 Quantity (1,000 sq ft)..... 26 28 0 36 --29 " - .30
As a share of shlpments - o ‘ C : o
(percent)..... P 58.0 46,0  70.6  244.5 . 228.8
Finished granite 1nventor1es:
From Italy: o R . c :
Quantity (1,000 sq ft).... 117 : 164 © 2557 --'219 T 252
" As a share of shipments ‘ S B o .
(percent) .vvvvvvennnnnnn 2.3 3.0 5.5 21.4 ©25.5
From Spain: _ - -
Quantity (1,000 sq ft).... 67 - 136 173 0 T139 0 - 180
As a share of shipments R ' " -
(percent) ..ovvvnviivnn., 13.8 12.5 19.3 80.5 80.3
From all other countries:
Quantity (1,000 sq ft).... 4 5 7 5 11
As a share of shipments
(percent) ...oveevvneeass 0.8 1.0 2.2 9.0 19.7

1/ Inventories as of Mar. 31 as a percent of shipments during January-March.

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

Foreign producers

Italy. 1/--The Italian granite fabricating industry is based in the
marble-producing region of Massa-Carrara, with some additional producers in the
north near other natural stone deposits. Years ago, Italian stone workers
began to use their surplus marble-cutting equipment to slab granite and other
stone. Granite being a much harder stone, more durable and sophisticated
machinery was needed to accomplish this task and produce commercial quantities

1/ Information on the Italian industry was obtained from Marble in the World:
the stone industry and its trade, Societa Editrice Apuana, January 1986; "Il
Settore Marmifero,” Marco Tonelli, in Quadri di Economia Aguana Soc1eta :
Editrice Apuana, 1978; and during meetings-with representatlves of Bonottl,
Campolonghi, Euromarble, Formai & Mdriani, and Henraux.
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of granite. U.S., stone producers and importers alike acknowledge that the
Italian industry has consistently been at the forefront in stone production
technology. Most of the machinery used by the U.S. industry today comes from
Italy.

The Italian industry is .structured very differently than the U.S.
industry. Whereas most producers in the United States own and work their own
quarries, Italian producers purchase the bulk of the rough granite block they
finish. There are certain deposits of granite in Sardinia, but Italy imports
huge quantities of rough granite block from all over the world. Thus, Italian
fabricators offer finished products from a wide, and ever-increasing, variety
of sources,

The Italian granite industry also differs from the American in that there
are many small producers, most of which specialize in a particular fabrication
process. There are an estimated 90 such firms in the Massa-Carrara region.
Some Italian companies subcontract all actual fabrication to these producers.
Others subcontract mostly finishing work. Generally speaking, the more

dependent a supplier is on subcontractors, the shorter the delivery time is.
* % * .

Capacity and production data, reported by seven major exporters subject to
investigation, exclude the facilities of many small producers. According to
these data, capacity to slab and finish certain granite has risen during the
period of investigation although it declined slightly in 1987 compared with
1986 (table 12). Reported production was generally equal to reported capacity.
* ¥ *  In the preliminary investigations, counsel for the Italian producers
reported that 13 firms, accounting for * * * of Italy’s exports of finished
granite to the United States, operated * * * gang saws in 1984, * * * jin 1985,
* % % in 1986, and * * * during January-March 1987, which is four times that of
the U.S. industry. Although the productive capacity of the overall Italian.
industry is not known, an official at * * *, which depends entirely on
subcontractors, stated that orders placed by mid-June 1988 could not be
delivered before the following November.

Reported shipments of certain granite represent the majority of the
subject industry. Responding firms accounted for an estimated 68 percent of
the subject Italian exports in 1986. The home market absorbs most slab
production. 1/ Noncaptive home-market sales of slab have declined steadily but
such sales of finished granite rose from 1985 to 1987, and are projected to
increase 64.9 percent in 1988 compared with those in 1987. Home market sales
of finished granite accounted for 13 to 25 percent of reported Italian
shipments.

Italian granite exports consist primarily of finished products. The
United States is the major market for Italian-produced finished granite,
accounting for a maJorlty of reported total shipments during 1985-86, but
Italian fabricators note that dependence on the U.S. market is dec11n1ng ,
Reported exports of both slab and finished granite from Italy to the United
States peaked in 1986. Exports to all other countries have risen strongly
since 1985. According to Italian fabricators, the Middle East market has been

1/ Data on captive shipments are not available but the majority of;siab is
internally consumed.
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both slab and finished granite decllned overall,

Table 12

Inventory 1evels of '

relative to shipments.

Slab and finished granite: 1/ Italian capac1ty, productlon capac1ty
utilization, home-market shipments, exports to the United States, exports to
all other countries, and end-of-period 1nventor1es,,1985 88 January—March

1987, and January-March 1988

Item . 1985

January-March--

i

1986 1987 1988 2/ 1987 1988
Capacity: : . o
Gang saws (number)..... kK - *k %k Hokk kokok kkk T hkk
Slab (1,000 sq ft)..... k% kkk k% ’ kk i kkk T kkk
Finished granite - : ‘ o , A
(1,000 sq ft)........ 4,278 4,773 4,305 5,143 1,133 o 1,307
Production: ’ SR - - ' _
Slab (1,000 sq ft)..... 4,956 5,107 5,131 5,568 1,057 1,351
Finished granite ‘ , L . _ . .
(1,000 sq ft)........ 5,878 6,324 6,022 6,851 °~ 1,605 .. 1,769
Capacity utilization 3/ ' : ‘ o o
Slab (percent)......... Tk *kk *hk L Cokkk L KRk
Finished granite ~~ =~ = ' . A
(percent)........ “... 100.0° 100.0  100.0 " 100,0 100.0 © '100.0
Home market shipments: I ‘ R,
Slab 4/ (1,000 sq ft).. 1,870 1,724 ‘1,512 1,288 ~ " 395 ' 323
Finished granite' - v T A
(1,000 sq ft)........ 1,267 = 1,053 1,353 ' 2,231 362 .. 346
Exports to the United ' R ' ‘ : S
States: ’ ' ' ' o , .
Slab (1,000 sq ft)..... 287 363 - 338 . 229 712 60
Finished granite g : .
(1,000 sq ft)...vv... 4,514 4,767 2,962 2,853 751 . 750
Exports to all other ' ’ oo T -
countries: S ' o o S
Slab (1,000 sq ft) ..... 1,134 - 878 1,842 4,356 - 341 . 892
Finished granite ’ o o
(1,000 sq ft)........ 1,817 2,242 2,464 3,856 N 612 . ~ 888
Inventories: ‘ ' o , o
Slab (1,000 sq ft)... 1,708 1,486 1,353 5/ 1,483 . 1,468
Finished granite
(1,000 sq ft)...c0vn 214 186 150 5/ . 116 . 112

1/ Includes Alimonti Fratelli, Bonotti, Campolonghi Italia, Euromarble, F.11i

Guarda,
companies.
2/ Projected.

Lombarda Graniti, and Pisani Brothers.

Also includes ‘some related

Includes certain estimates by staff bésed on evallabie data.

3/ Based on companies reporting both capac1ty and productlon data.
4/ Excludes most intracompany transfers, i.e., slab that is captively consumed.

5/ Not available.

Source:
except as noted.

Compiled from data submltted by counsel for the Itallan respondents
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Available data on subject exports of tile and preassembled paving to the
United States are presented in the following tabulation:

* * * * * * *

Three Italian exporters were excluded from the Commerce dumping deter-
mination and are therefore not subject to investigation. These companies--
Formai & Mariani (and its related company Northern Granites S.r.l.), Henraux,
and Savema--reported exports of certain granite to the United States as
presented in the following tabulation (in thousands of square feet):

January-March--—

Item 1985 1986 1987 1987 1988

Granite slab-———=—m————o Tk kkk - kkk *kok kkk

Finished granite-------- kel ol fadlalad faall hakadd
Total-———---—==-———- 2,825 2,976 2,512 628 541

.Spain.--The fabrication of granite is a relatively new industry in Spain.
Petitioners report that gang saw technology was introduced into Spain later
than it was in the United States. Although Spain is a much smaller supplier to
the U.S. market than Italy, a spokesman at * * * a major installation company,
described the quality of Spanish finished granite to be better than the
Italian. Spain has large deposits of a common and popular granite known as
Rosa Porrino or Spanish Pink. This is the major type of granite quarried in
Spain,

At the hearing, counsel for the Spanish producers described their
fabricating facilities as operating near full capacity, with a growing home
market. Other markets were observed to be expanding faster than the United
States. 1/ These statements are supported by data submitted to the Commission
on Spanish capacity, production, shipments, and inventories of certain granite
(table 13). All major producers and exporters provided these data to the

"Commission; the Spanish industry is not characterized by numerous small
producers as is true in Italy. A decline in finished granite capacity
utilization in 1986 is the result of * * *, Capacity, production, and
shipments of both slab and finished products have increased steadily during the
period of investigation and are projected to continue to rise through 1989,

The home- market absorbs the majority of slab shipments and an increasing share
of finished shipments. Exports to all other markets were slightly greater than
exports to the United States and grew as a share of total shipments.
Inventories also increased during the period of investigation.

The United States is Spain’s largest export market for certain granite.
Exports to the United States accounted for 2 percent of slab shipments during
the period of investigation, and a declining share of finished granite
shipments--from 40.7 percent of the 1985 total to 31.5 percent of 1987 finished
granite shipments to a projected 26.6-percent share by 1989. Eighty-six
percent, by volume, of reported 1987 Spanish exports to the United States of
certain granite were finished products. These exports fell slightly from 1986
to 1987 but still rose overall during the period of investigation.

1/ Transcript of the hearing, pp. 232 and 243.
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Slab and finished granite: 1/ Spanish capacity, production, capacity
utilization, home market shipments, exports to the United States, exports to

all other countries, and end-of-period inventories, 1985-89, January-March

1987, and January-March 1988

January-
: E - ‘March--
Item 1985 1986 1987 1988 2/ 1989 2/ 1987 1988
Capacity:
Gang saws (number).. 90 90 102 97 100 - 96 102
Slab (1,000 sq ft).. 9,353 © 10,753 12,863 13,653 14,714 3,101 3,400
Finished granite :
(1,000 sq ft)..... 2,750 4,252 4,900 5,004 5,431 1,178 1,245
Production: : .
Slab (1,000 sq ft).. 8,936 10,360 12,224 13,231 14,273 2,934 3,308
Finished granite
(1,000 sq ft)..... 2,422 2,842 3,799 4,428 4,491 921 1,105
Capacity utilization: _ , o
Slab (1,000 sq ft).. 95.5 96.3 . 95.0 96.9 97.0 94,6 97.3
Finished granite : ‘ _
(1,000 sq ft)..... 88.1 66.8 77.5 - 88.5 82.7 78.2 88.8
Home market shipments: o . :
Slab (1,000 sq ft).. 5,888 3/- . 6,614 8,598 9,449 10,157 1,879 2,078
Finished granite _
(1,000 sq ft)..... 475 3/ 568 993 1,191 1,209 194 308
Exports to the United : '
States: : , o
Slab (1,000 sq ft).. 157 3/ 185 185- 166 - 171. 44 22
Finished granite : A
(1,000 sq ft)..... 1,108 3/ 1,178 .1,141 1,235 1,164 310 351
Exports to all other : o : :
countries: : , - : :
Slab (1,000 sq ft).. 1,171 3/ 1,106 1,480: 1,810 1,948 309 404
Finished granite ' : o .
- (1,000 sq.ft)..... 1,136 3/ 1,677 1,488 .- 1,632 . 2,008 339 350
Inventories: g R . : S
Slab (1,000 sq ft).. 1,093 1,365 . 1,440 - 4/ 4/ 1,651 1,770
Finished granite - : g S
(1,000 sq ft)..... 73 93 125 4/ 4/ 104 123

1/ Includes Artemarmol, Granitos Iberlcos—Grayco Ingemar, Ingemarga Ramilo,

and Santal. * * *,
2/ Projected..
3/ % * *,

4/ Not available.

Source: Compiled from data submitted by counsel for the Spanish respondents.

Reported exports of tile to the United States are presented in the

following tabulation:

* *
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Consideration of the Causal Relationship Between Alleged Material Injury
or the Threat Thereof and the Subsidized and LTFV Imports

Discussion of market relationships

Petitioners maintain that unfairly traded granite from Italy and Spain is
the cause of material injury experienced by U.S. producers of the subject
product. In particular, they stress the damaging effect of low import prices
on capacity utilization, employment levels, and the financial performance of
the U.S. industry. Respondents argue that any injury that individual U.S.
producers have experienced is because they do not properly supply the demands
of the marketplace. They assert that color, quality, availability, and
installed cost, rather than price alone, are the determining factors in
selecting and purchasing granite.

These views were presented orally at the hearing, and in writing in briefs
and in letters to the Commission. A summary discussion was presented in the
preliminary report to the Commission at pp. 24-27. Additional information and
views regarding these issues, obtained from questionnaire responses and
telephone conversations, are presented below. Input was sought from firms that
work with both domestic and foreign suppliers. Concerning the U.S. industry,
few references were made to producers other than Cold Spring. The examples
discussed below, therefore, invariably involve that company to the near
exclusion of others. This is not meant to indicate that other producers are
insignificant in the marketplace; rather, purchaser comments are reported as
communicated and happen mostly to relate to one, albeit major, producer. Cold
Spring’s share of the domestic production is presented in the section of the
report entitled “U.S. producers.”

First, respondents allege that U.S. producers will not sell slab to U.S.
marble shops; petitioners respond to this accusation with the assertion that
they do sell slab and, if they could obtain a reasonable price in the ,
marketplace, they would be glad to supply more of it. 1/ Ten responding marble
shops judged the marketing techniques of foreign suppliers to be superior to
those of the U.S. producers; six saw no difference. 2/ Questionnaire data show
that the unit price of domestic slab sales is less than the internal transfer
value of slab. Such domestic sales of slab account for * * * percent of total
shipments. :

* * * * * * *

In Italy, slab is supplied primarily by producers whose slabbing capacity
outstrips their finishing capacity; this is not true in the case of U.S. _
producers. Thus, whereas the slab market is an obvious one for some foreign
suppliers, it is not for U.S. producers.

1/ Transcript of the hearing, p. 34.

2/ Marble shops reported that Italian and Spanish fabricators actively market
granite through sales representatives, advertising brochures, and samples and
offer a greater variety of colors than do domestic producers. Marble shop
representatives stated that U.S. fabricators do not visit shops, are slow to

respond to requests for granite samples, and are more interested in selling
finished granite than slab.
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Secondly, Cold Spring has been cited as not supplying tile to the U.S.
market. :

* * * * * % *

Cold Spring has been criticized repeatedly for being slow to supply
builders with the thin granite products that the construction industry claims
are cheaper to produce, transport, handle manually, install, and support. Cold
Spring officials maintain that the company has consistently supplied the
products demanded in the marketplace; offering 1-1/4-inch facing as early as
the 1940’s. 1/ * * *_ Respondents argue that U.S. producers have had neither
the machinery nor the know-how to produce adequate quantities of these
products; however, purchasers generally perceive U.S. producers as capable of
supplying their needs since the installation of gang saws. Petitioners
maintain that their wire saws are likewise capable of producing thin granite.
In certain applications, Cold Spring questions the structural integrity of thin
granite and will not offer the product that is specified in a project.
Petitioner notes that the building code of New York City limits building facing
to not less than 1-1/4 inches. * * * termed these concerns as ”“archaic”
thinking, maintaining that engineering developments allow progressively thinner
veneer to be safely used in building applications. Facing thinner than 1-1/4
inches is reportedly acceptable under the New York City Code in certain
cases. 2/ '

Respondents allege that Cold Spring is operating at such a high rate of
capacity utilization, and orders are so backlogged, that the company is often
unable to provide timely delivery of material, resulting in costly delays in
construction. Capacity utilization calculations show Cold Spring to have
operated its slabbing facilities at * * * percent of capacity in 1987 with
capacity based on a 168-hour workweek., * * *, Petitioner notes that “backlog”
is a term referring to orders, not late orders, and that delays in delivery

result from any number of reasons beyond the control of the producer (including -

changes in designs by the architect). A spokesman at * * * reported in the
preliminary investigations that the producer was.late on * * *,  Similar
criticism is leveled at foreign suppliers, although not to the same degree.
“Fast-tracking” (expediting the construction schedule) by U.S. builders seems
very frequently to cause delivery problems for material suppliers. An official
at * * * explained that quarrying stone, as U.S. producers do, requires
somewhat more time than using inventoried block, as Italian finishers do.

Also, the greater cutting capacity of Italian suppliers allows them to
subcontract jobs if necessary whereas U.S. producers have more limited
capacity. The official reported a number of difficulties in working with
foreign suppliers but late delivery was not the major one. In the preliminary
investigations, Cold Spring and * * * yere requested to report to the. -
Commission claims (backcharges) against them from customers since January 1,
1986. This information showed that * * * for reasons other than late delivery.

* * * . * * * ’ *

1/ Transcript of the hearing, p. 10; and petitioner’s prehearing brief,
attachment 2.

2/ See p. 206 of the transcript of the conference.
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Respondents allege that Cold Spring is unresponsive to requests for price
quotes for finished granite and that such practices make it impossible for many
builders to rely on this producer. Petitioner maintains that U.S. producers
service every legitimate request for cost information. In some cases, however,
Cold Spring feels that such information is used only as a bargaining point from
which to negotiate with foreign suppliers. * * *,

In addition, Cold Spring’s pricing is characterized by some purchasers as
monopolistic; the company tends to promote the use of the granites it quarries
and controls the availability of these materials * * *, Purchasers report that
the price of a given material depends in part on its availability; * * * Cold
Spring in fact controls the availability of its granites and this affects
pricing. The Italian and Spanish fabricators, on the other hand, purchase
rough block and offer a wide variety of slab and finished granite, in
competition with each other. The pricing of imported granite is therefore not
affected by control of the source material by the fabricator.

Some domestic purchasers have criticized the quality of U.S.-produced
finished granite. Specifically, Georgia Granite and Cold Spring are named in
respondents’ postconference brief as having caused difficulties for builders
with poor workmanship and out-of-sequence deliveries. Other firms have
reported delivery problems in their dealings with Georgia Granite, which was
taken over by relatively inexperienced management in 1984. For the most part,
however, consumers praise the quality of Cold Spring’s products. Besides the
typically longer time period that occurs between order from, and delivery by, a
domestic producer, installers and general contractors report that dealing with
foreign suppliers poses more problems than reliance on domestic suppliers
(communication difficulties, overseas travel, etc.).

Several firms that do business primarily with the Italians reported an
absolute dislike of Cold Spring. * * * went so far as to say that he detested
doing business with the Italians but disliked Cold Spring equally; he relies on
foreign suppliers because he feels that they are better able to supply the
needs of U.S. builders. Conversely, another builder (* * *) favors using
domestic suppliers, Cold Spring in particular, because of the high quality of
both the product and service they provide and the honesty with which they
conduct business relations.

Respondents insist that any injury experienced by U.S. producers is not
because of import volumes or prices. Specifically, they blame the financial
difficulties of Georgia Granite on mismanagement. Several references were made
by purchasers to irresponsible pricing by Georgia Granite. Company officials
responded to these allegations by noting that * * *,

Finally, respondents argue that factors other than price are the primary
determinants in the selection of granite. First of all, color is of primary
concern to the architect, who is most frequently the person who selects the
stone to be used. U.S. producers of finished granite quarry nearly every color
available, yet architects stress that every quarry in the world yields a
slightly different stone. 1/ Petitioner brought samples of domestic and
imported granite to the conference and hearing that appear commercially

1/ Exceptions to this rule are large homogeneous granite deposits with several
quarries extracting virtually the same stone.
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interchangeable in terms of color and grain. Some ‘architects, however,
reportedly insist on the subtleties in one granite over another that is nearly
identical. Also, architects working in granite sometimes prefer unusual
stones, as this sets their work apart. The quarries of domestic producers
yield beautiful granite but in a relatively familiar range of colors and
shades. Generally, an architect or owner will specify several granites within
a color range when soliciting price bids. Although the “specified” (first
choice) granite may be the preferred stone of thé architect, other considera-
tions usually play a role in selection. Industry sources report that * "you
don’t switch stone on I.M. Pei or Philip Johnson.” but that specifications are
negotiable in the majority of projects.

Respondents contend that U.S. producers offer a more limited granite color
palette and thus exclude themselves from many sales. U.S. producers mostly
supply the granites they quarry; petitioners contend that this is because they
are unable to supply foreign granites at prices competitive with unfairly
traded imports. * * *,

Other nonprice factors important in the selection of granite are quality
and supply of the stone. For example, some granite has a difficult texture to
work with. Also, sufficient stone must be available for the partlcular
prOJect' some quarries are capable of produc1ng only limited quantities of
block in a given period because of size, equipment, or weather conditions. A’
granite deposit may be difficult to work because of veins or extrusions in the
rock. A boulder quarry can yield stones of limited dimension, for example.
Availability of the stone is also influenced by the ability of the finisher to
fabricate and deliver it. Foreign fabricators independent of quarries are less
able to ensure sources, whereas a fabricator associated with a quarry can
determine the supply of rough block.

Finally, although cases may be cited where the cost of granite may have
been considered immaterial to the buyer, purchasers generally acknowledge that
cost is a major consideration in purchasing any building material. The “skin”
of a building is a significant component in the overall cost of construction.
In the words of one general contractor, “there is a lot of money to be saved in
pricing stone.” This cost, however, is more complex than merely the price per
square foot of the surface material. For example, the thickness of the stone
affects the method of installation; a heavier piece of granite may need to be
hand set, whereas lighter stone can be assembled in panels at an installation
facility and trucked to the job site ready for placement on the building frame.
Also, a lighter weight exterior material may allow savings in the supporting
structure--less steel and concrete, which builders argue is a major savings in
terms of an entire project. Timely delivery is also a cost consideration
because delays in a construction project invariably “cost somebody something.”

Petitioners do not claim that the price of finished granite is the only
factor in a purchase decision, just as respondents do nct claim that such a
consideration is irrelevant. However, parties disagree on the importance of
price in the purchase of material. Specific examples and allegations are
presented in the pricing section of this report.

U.S. imports

Certain granite is classified under TSUS item 513.74, which also includes
other granite prucuacts, Questionnaires were sent to 173 importers believed to
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account for over 90 percent of the subject imports. Five firms responded that
they did not import certain granite products from any country, 97 importers
supplied usable data on imports, and 71 firms did not respond. Using the
petition’s calculation of total imports, coverage would appear to be 195
percent for Spain, 66 percent of all countries, and only 61 percent for Italy.
The staff believes petitioners’ data to be inaccurate and estimates actual
questionnaire coverage to be closer to 75 percent for Italy 1/ and Spain and
somewhat less for all other countries. From these data, it is not possible to
identify and segregate nonsubject imports from Italy. 2/ However, because
nonsubject imports from Italy account for about 30 percent of total imports
from that country, and because questionnaire coverage is estimated to be about
70 percent, the reported data are believed to provide a relatively useful
measure of subject imports from Italy. Imports from Spain and all other
countries are believed to.be understated by approximately 25 percent and

30 percent, respectively.

There are several problems associated with using official statistics to
determine imports of certain granite. First of all, TSUS item 513.74 is a
basket category including; for countries such as Spain and Canada, a large
quantity of material not subject to investigation. Secondly, official
statistics measure the quantity of imports of granite in terms of cubic feet,
whereas it is the surface area, measured in terms of square feet, which is more
important for the purposes of these investigations. Because of the trend
toward thinner grdanite, an analysis of cubic foot volumes would underestimate
increases in consumption, import volumes, and market penetration. Thirdly,
petitioners document that the official import statistics significantly
overestimate cubic foot volumes. 3/ Finally, data presented in this report '
discuss slab and finished granite separately, and only questionnaire data ''=
measure these products separately. Official statistics and petitioners’ data" -
combine imports of slab and finished products; this methodology would
theoretically overstate consumption of finished products and import penetration
by doublecounting imported slab and the finished product into which it is
fabricated. Official statistics, adjusted by petitioners’ methodology, are
presented in app. E.

Slab.--As shown in table 14, reported U.S. imports of thin granite slab
rose from 913,000 square feet in 1985 to 1.4 million square feet in 1986, or by
55.2 percent. Import levels rose by another 17.7 percent, to 1.7 million

; square feet, in 1987, Imports increased again from 311,000 square feet durlngﬂ

January—March 1987 to 401,000 square feet in the corresponding period of 1988;
thls represents a 28.9 percent rise. Imports from Italy followed an even
sharper upward trend, increasing from 623,000 square feet in 1985 to

1.1 million square feet in 1986 and to 1.3 million square feet in 1987; this
represents percentage changes of 79.5 and 18.4 percent, respectively. Imports
from Italy rose 23.9 percent from 234,000 square feet during January-March 1987
to 290,000 square feet during the corresponding period of 1988, Slab imports
from Spain also increased throughout the period of investigation--from 148,000
square feet in 1985 to 165,000 square feet in 1986 and to 190,000 square feet
in 1987; this represents percentage increases of 11.7 and 15.0, respectively.

1/ This estimate of coverage refers to all imports from Italy rather than only
subject imports.

2/ Because nonsubject material is similar to that subject to 1nvest1gat10n the
data presented are not believed to be unduly distorted.

3/ See the petition, p. 55. ;
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Imports of slab from Spain then jumped 66.8 percent from January-March 1987 to
the corresponding period of 1988. Throughout the perléd examined, Italy
supplied at least 68 percent of total imported slab and Spain- accounted for an
average of 14 percent.

Table 14 : :
Granite slab: U.S. imports from Italy, Spain, and- a11 other countrles,
1985-87, January-March 1987, and January-March 1988

; ' January-March--
Source 1985 1986 1987 - 1987 1988

Quantity (1,000 square feet)
Italy..ooeens Ceesesssnesesens 623 1,118 1,323 234 290
Spaif...ceeeeeene. ceveeeeae. __148 165 190 48 81
Subtotal...cecvvevee ceee 771 1,283 1,513 . 282 370
All other countries...... .o 142 134 . 155 - 29 31
Total imports...... ceeen 913 1,417 1,668 311 ‘ 401

Value (LLbOQ dpllg;g)'

Italy........ eeeserecsncesss 3,838 7,790 ‘9 912 . 1,762 - 2,277

SPain..c.ceecineecannn ceeaes . __154 870 1,061 ¢ 275 - 425
Subtotal. et 4,592 8,661 10,972 - 2,037 2,703
All other. countrles.. ....... * k% *xk L k% k%% L k%
Total imports........... Kk Khk P kkk S kEE D k%

Unit value (ner sguare foot) 1/

Italy.eeeeennenecenonncenans $6.16 $6.97 ' $7;49 $7 53 - §7.86

Spain............ eeeeeenens 5.09 - 5,26 - 5.58 - 5,70 - 5,27
Subtotal...... eseeses .. 5.96 6.75 . 7.25 - 7.22 - <7.30
All other countries......... * %k bilaked *kk L REK | kk%
Total imports...........  ¥*¥ Kk Kk falald fakaded

1/ Based on shipments by companies reporting both quantity and value.
Source: Compiled from data submitted in response to questionnaires of U.S.
International Trade Commission.

Reported U.S. imports of thin granite slab increased more steeply in value
than in quantity. Imports from all countries increased from * * * 1985 to
* * % 1986, or by * * * percent. Import values rose by another * * * percent
to * * * in 1987. Imports increased again, from * * * during January-March
1987 to * * * in the corresponding period of 1988; this répresents a * * *-—
percent rise. Imports from Italy rose in value more rapidly than total
imports, increasing from $3.8 million in 1985 to $7.8 million in 1986 and to
$9.9 million in 1987, representing percentage changes of 103.0 and 27.2
percent, respectively. Slab imports from Italy rose 29.3 percent from
$1.8 million during January-March 1987 to $2.3 million during the corresponding
period of 1988. Imports from Spain increased in value steadily but less
steeply overall--from $754,000 in 1985 to $870,000 in 1986 and to $1.1 million
in 1987; this represents percentage increases of 15.5 and 21.9, respectively.
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Imports of slab from Spain jumped 54.5 percent from January-March 1987 to the
_ corresponding period of 1988, .

In nearly all cases, unit values rose from one period to the next.
However, from January-March 1987 to January-March 1988, the unit value of
imports of slab from Spain fell from $5.70 to $5.27, as increases in volume
outstripped increases in value. Unit values of reported. imports from all other
countries fell more than $1 from 1986 to 1987. During the period of
investigation, the unit value of slab imports from Italy ranged from 5 to 9
percent higher, and the unit value of slab imports from Spain were 12 to 27
percent lower, than the average of total imports.

Finished granite.--Reported U.S. imports of finished granite from all
countries increased from 6.1 million -square feet in 1985 to 7.7 million ‘square
feet in 1986, or by 25.0 percent (table 15). Such imports then fell by
17.1 percent, to 6.4 million square feet, in 1987. Imports totaled 1.4 and
1.3 million square feet during the respective partial year periods. Imports-’
from Italy rose from 5.1 million square feet in 1985 to 5.6 million square feet
in 1986 and fell to 5.0 million square feet in 1987, representing percentage
changes of 8.1 and (10.1) percent, respectively. Finished granite imports from

Table 15 4
Finished granite: - U.S. imports from Italy, Spain, and a11 other countrles,_
1985-87, January—March 1987, and January-March 1988

January-March-- '

Source —— ' 1985 1986 1987 1987 . 1988
- _ : ‘Quantity (1,000 square feet) '
Italy. e iernenennneennns ve 5,147 5,563 5,001 1,087 1,014
SpaiN.seeceirenneccennn oo 520 1,561 1,010 1977 240
Subtotal...ccvveinnnnnne 5,667 7,124 6,011 1,284 1,254
All other countries......... 487 568 . 366 16 71

Total imports........... 6,154 . 7,692 6,377 1,360 1,325

Value (1 000 dollars)

TEA1Y.revnreriensnsnanasans 46,736 50,085 53,058 12,643 10,705 -

Spain............,;....{;:.. 3,598 - 11,283 -7.871 .o 1,475 - 2,328
Subtotal...evvsecevoessss 50,334 . 70,328 61,829 E 14,118 13,033,

All other countries......... _4, 442 5.789 4,172 799 808 '
Total imports........... 54,776 76,117 66,001 - 14,917 13,841

Un1t value (Der squarg;foot) 1/

TEALY. e rnnrennnnns eeeeena.) $9.04 $10.56 $10.75  $11.58 $10.43

Spain........ eese e ivenenn . 6,92 7.23 7.79 —7.48 . . 9.69
Subtotal......... ceress. B8.83 9.82 10.21 10.82 10.29
All other countries......... _9,.11 10,20 11.41 10.51 - 11,31

Total imports........... 8.85 9.85. ~10.28 10.81 © 10.34

1/ Based on shipments by companies reporting both:quantity and value.

Source: 'Compiled in response tovqueStiohnéires_of U.s. International Trade
Commission. »



A~-50

Italy totaled 1.1 and 1.0 million square feet in the respective partial-year
periods. The volume of imports from Spain tripled from 1985 to 1986 and then
fell by 35.3 percent in 1987 to 1.0 million square feet, double the 520,000
square feet imported in 1985. These imports rose another 21.8 percent from
January-March 1987 to the corresponding period of 1988, Throughout the period
examined, Italy supplied at least 72 percent of total imported flnlshed
granite, and Spain accounted for an average of 11 percent

Reported U.S. imports of finished granite also rose more steeply in value
than in volume during the period of investigation. Total imports increased
from $54.8 million in 1985 to $76.1 million in 1986, or by 39.0 percent.
Reported import values declined by 13.3 percent to $66.0 million in 1987.
Imports declined further from January-March 1987 to the corresponding period of
1988, from $14.9 million to $13.8 million. Imports from Italy rose from
§46.7 million in 1985 -to $59.0 million in 1986, or by 26.3 percent, and then
declined by 8.6 percent to $54.0 million in 1987. -Imports from Italy fell by
another 15.3 percent, from $12.6 million to $10.7 million, from January-March
1987 to the corresponding period of 1988, The value of imports from Spain ‘
fluctuated from $3.6 million in 1985 to $11.3 million in 1986 and $7.9 million
in 1987, more -than doubling during these years. Finished imports from Spain'’
jumped again in value from $1.5 million in January-March 1987 to $2.3 million
in January-March 1988, which was a 57.8-percent increase.

Unit values of finished granite imports from all countries rose steadily-
during 1985-87 but declined in January-March 1988 compared with the corres-
ponding period of 1987. Unit values for finished imports from Italy showed a .
similar trend but were consistently higher than the average. Spanish unit

values, on the other hand, rose steadily but remained below the average for all
countries.

Market penetration by imports from Italy and Spain

Market penetration as presented in this section is calculated using
questionnaire data. As noted above, U.S. shipments of slab and finished
granite are believed to be understated by approximately * * * percent and
15 percent, respectively, and imports are believed to be understated by some
25 to 30 percent. Market penetration by imports is therefore understated.
However, because reported imports from Italy approximate subject imports, the
share of reported imports from Italy may actually be slightly overstated. An
alternative calculation of market penetration is presented in app. E.

Slab.--In terms of volume, reported imports of slab from Italy have
steadily increased their penetration of the U.S. market, jumping from
6.4 percent in 1985 to 10.2 in 1986, and rising further, to 11.2 percent, in
1987. The Italian market share also increased from January-March 1987 to the
corresponding period of 1988, from 8.0 percent to 10.7 percent (table 16).
Imports of Spanish slab remained at 1.5 percent of the market during 1985-86,
rose to a 1l.6-percent share in 1987, but nearly doubled their penetration from
1.6 percent in January-March 1987 to 3.0 percent during January-March 1988,
The total reported import share also rose steadily throughout the period of
investigation and the share of domestic producers declined correspondingly,
from 90.7 percent of all slab in 1985 to 85.9:percent in 1987 and from

89.4 percent during January—March 1987 to 85.2 percent durlng January—March
1988,
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Table 16 . . . S : .
Granite slab: Share of U.S. consumption supplied by Italy, Spain, all.other

countries, and U.S. producers, 1985-87, January-March 1987, and January-March .
1988 : . . , . . S _ o

January-March-- "

Item - | ‘ 1985 1986 1987 1987 1988
| __Quantity
U.S. consumption (1,000 sq £t).. 9,777 10,999 11,841 2,928 2,716

Share of U.S. consumption
supplied by-- '
Italy 1/ (percent).....cevu...

6.4 10.2 11.2 8.0 10.7
Spain (percent)........... e 1.5 1,5 1,6 1.6 3.0
Subtotal (percent)....;..... - 7.9 11.7 12.8 9.6 13.6
All other imports (percent) 1.5 1.2 1,3 1,0 1,1
All imports (percent). - 9.3 12.9 14,1 10.6 14.8
U.S. shipments (percent)...... 90,7 87.1 85,9 -_89,4 85,2
Total (percent) ,....e0.. wee. 100.0 100.0 100.0 100.0 . 100.0
Value
U.S. consumption §1,000......... 68,433 76,538 . 83,911 - -~ 21,218 20,404
Share of U.S. consumption
supplied by-- A '
~Italy 1/ (percent).....ecevesst 5.6 10.2 11.8 8.3 11.2
. Spain (percent)....... ecevon.d 1,1 1.1 1.3 1,3 2,1
Subtotal (percent).......... 6.7 - 11.3 . 13.1 9.6 13.2
All other imports (percent)... kxk fokakad takadad fakadal fakodol
" All imports (percent)..... *k % Kxk kEx *k% ekl
U.S. shipments (percent)..,... .__ **%* fakidad faladl fakakid faladal
Total (percent)....veeeuss .. 100.0 = 100.0 100.0 100.0 100.0

1/ Imports from companies excluded from Commerce’s determinations could not be
identified and are therefore not excluded from the data presented; however, the
reported data are. belleved to approximate subject imports. :

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

U.S. shipments are * * * intracompany transfers, valued mostly at cost
whereas imports are priced according to the market. In terms of value, imports
of Italian slab steadily .increased their~peﬁetration of the U.S. market, from
5.6 percent in 1985 to 11.8 percent in 1987, and further increased their market
share to 11.2 percent during January-March 1988 compared with 8.3 .percent in
" the corresponding period of 1987. Imports of Spanish slab rose from 1.1 per-
cent of the market during 1985-86. to a“l.3-percent share during 1987 and
accounted for 2.1 percent during January-March 1988 compared with 1.3 percent
during January-March 1987. ' The total reported import share also rose steadily
throughout the period of investigation and the share of domestic producers
_ decllned correspondingly * *:%,
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Finished granite.--The domestic share of the U.S. market for finished
granite declined in terms of quantity from 44.1 percent in 1985 to 41.3 percent
in 1986 and rose to 46.4 percent in 1987 (table 17). From January-March 1987
to January-March 1988, the domestic market share dropped from 49.8 to 48.6.
Market penetration by all imports declined and then increased correspondingly.
The Italian market share fell from a peak of 46.8 percent in 1985 to 42.0
percent in 1987. This share fell further in interim 1988 to 39.3 percent from
40.1 percent during the corresponding period of 1987. Imports from Spain
jumped from 4.7 percent of the U.S. market in 1985 to 11.9 percent in 1986 and
then declined to 8.5 percent in 1987. Import penetration by the Spanish
product rose again from 7.3 percent during January-March 1987 to 9.3 percent
during January-March 1988.

Table 17 : ,
Finished granite: Share of U.S. consumption supplied by Italy, Spain, all
other countries, and U.S. producers, 1985-87, January—March 1987, and
January-March 1988

_ January-March--
Item 1985 1986 1987 1987 1988

Quantity

U.S. consumption..1,000 sq. ft... 11,002 13,111 11,890 2,711 2,580 -

Share of U.S. consumption
supplied by--

Italy 1/ (percent).......... ves 46.8 42.4 42.0 40.1 9.3
Spain (percent)............ ceee 4,7 11,9 8.5 7.3 9.3
‘Subtotal (percent)........... 51.5 54.3 . 50.5 47 .4 48,6
All other countries (percent).. 4,4 4,3 3.1 2.8 2,8
All imports (percent)...... 55.9 58.7 53.6 50.2 51.4
U.S. shipments (percent)....... 44,1 41,3 46,4 49.8 48,6
Total (percent)............ 100.0 100.0 100.0 . 100.0 100.0
Value

U.S. consumption ($1,000)........ 119,123 145,607 140,508 32,286 31,023

Share of U,S. consumption
supplied by--

Italy 1/ (percent).......c.o... 39.2 40.6 38.4 39.2 34.5
Spain (percent)...eeeesesecsses 3.0 7,7 5.6 4,6 1.5
Subtotal (percent)........... 42.3 48.3 44,0 43.7 42.0
All other countries (percent).. 3.7 4,0 3.0 2,5 2.6
All imports (percent).. . 46,0 52.3 47,0 46.2 44,6
U.S. shipments (percent)...... . 54,0 47.7 53,0 53,8 55,4
Total (percent)...civevas .o 100.0 100.0 100.0 100.0 100.0

1/ Imports from companies excluded -from Commerce’s determinations could not be
identified and are therefore not excluded from the data presented; however, the
reported data are believed to approximate subject 1mports

Source: Compiled from data submitted in response to questlonnalres of the U.S.
International Trade Commission.
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The domestic share of the U.S. market for finished granite rose less in
terms of value than in terms of quantity during the period of investigation.
Uu.s. producers supplied .54.0 percent of the market in 1985 and this share
declined to 47.7 percent in 1986 before rising to 53.0 percent in 1987. From
January-March 1987 to the.corresponding period of 1988, the domestic market
share rose from 53.8 to 55.4, Market penetration by all reported imports
fluctuated correspondingly The Italian market share rose from 39.2 percent in
1985 to 40.6 .percent in 1987 and then declined to 38.4 percent. Italy
accounted for 39.2 percent of the market in interim 1987 and 34.5 percent
during the same period of .1988. . Imports from Spain rose from 3.0 percent of
the U.S. market in 1985 to.7.7 percent in 1986 and then declined to 5.6 percent
in 1987. Import. penetration by the Spanish product jumped by more than 50
percent. from January-March 1987 to January-March 1988.

Prices

. Initial considerations in choosing granite are design, quality, image,
color, and tone. After a .schematic plan is determined, -the owner and architeé;
con31der a range of options in terms of appearance and budget. Several
importers and contractors, however, stressed that the primary considerations in
selecting a granite are whether the quarry and fabricator are capable of
meeting capacity, scheduling, -dimensional, and color-consistency requirements.
Only. after these considerations are met, as well as .the design con51derat10ns
of the owners and architects, is the price of the granite taken into
con31derat10n 1/

‘The quality of'fihishedhgranite is determined by many different factors.
Those mentioned most frequently include the exactness of the tolerances of the
finished pieces, color uniformity and consistency, strength, durablllty, and
the quallty of the flnlshlng——pollshed flamed, or honed.

FET . e

w0 « * Tk * _— * 2/

Prices differ for finished granite in terms of thickness, the type of finish
(polished, honed, or flamed), and any special works, such as anchoring systems
and edging. Anchor systems.consist, in part, of anchor holes cut into the back
of cut-to- 51ze granlte w1th hardware installed to attach the piece to the
structural’ frame The average cost of cutting each hole is $2 to $3, with
large prOJects requ1r1ng hundreds of thousands of anchor holes. 3/ Different
edglng work-—such as. quirk miters and kerfs——ranged from $1 to $3 per 11near
foot. 4/ : :

EXamples'ef.the.influenceeof new. technology on the cost of fabricating and
applying granite were given by project managers * * *, They commented that
these savings generally involve the use of a thinner granite, as well as
different approaches in the application of the:granite. * * * a leader in
technical research and advice.for the construction industry, commented that the-
ability to saw th;nnerng;anlpe (3 to 4 cm or approximately 1-1/4 to 1-3/4

1/ * * *x
2/ Meetlng with * * * and questlonnalre responses of importers and producers.
3/ Transcript of the hearing, p. 193.

4/ Based on responses to.producer. and importer. questlonnalres of the U.S.
International Trade Comm1531on.
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inches) and new methods for applying the granite to the building exteriors have
reduced costs drastically. He estimated that costs saved, not only on the
granite itself but also -on the structural steel, on the construction labor, and
on the time needed for construction, can be up to 10 percent of the total cost
of a project; and can cut 2 months off the time preV1ously needed for
construction and hand-setting of gran1te.

Price trends. --Several factors: limit. the ability to collect and analyze
price trends in the granite industry. -The square-foot price for one particular
color of granite will vary depend1ng on several different factors. Even when
stone from the same quarry is be1ng used on two separate projects, prices can
vary according to thickness, size of the panel, finish, method of attachment,
or even appearance of the stone. Consistent, quarterly sales of a single
specification of granite, then, are not common.

Although granite tile is increasingly popular in the market for stone
products, only * * * reported capacity to produce thin tile. * * * of this
production is for specific building projects. In addition, stocking yards and
marble shops that sell granite tile generally carry a wide variety of colors
and sales of any one color do not necessarily occur in each quarter.

Producers, importers, and purchasers of granite agreed that technological
advances in the fabrication of the granite, particularly in the ability to cut
granite below 1-1/2 inches, have exerted a tremendous downward pressure on the
square-foot price of finished granite. Importers and marble shops observed in
questionnaire responses, that prices for Italian granite have generally
increased during the investigation period mainly because of the appreclat1on of
the Italian lire against the U.S. dollar.

Marble shops sell t11e and custom—de31gned products. Granite tile is
priced at cost plus an approximate 50-percent markup. Custom work is priced at
the cost of the granite slab plus an approximate 200-percent markup. * * * was
the only firm to submit a series of price lists for granite dating * * *, When
comparlng prices for granite tile sold at the same level of dlstrlbutlon,
pr1ces for t11e 1mported ‘from Italy ok ok,

Price comparlsons.—-Because gran1te is often sold with customized
dimensions and because there is an enormous variety of granite available in the
market, price comparisons similar to those generated in most Commission reports
are not possible. Both the domestic and importing representatives agree that
no two products can be matched head to head. Producers and importers reported
that even with granites that may appear similar in color and texture, prices
can vary for those reasons cited above. All parties agree that cost is always

an important factor, but that price comparisons are only one element of the
purchasing decision. 1/

The bid Qrocess.-—Flnished granite is primarily sold through a bid
process. For. the producers and importers that responded-to Commission
questionnaires, the majority of 1987 sales were accounted for by commercial,
institutional, and government construction projects awarded through a bid -
process. Marble shops do not generally sell granite through a bid process;

1/ Conversations with counsel for petltloners. Aug. 19, 1987, and counsel for
respondents, Aug. 21, 1987,
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instead, they sell cut-to-sizé products directly to6 wholesalers or end
users. 1/

Several respondents reported that they subscribe to the Dodge Reports 2/
to find wupcoming projects on which to bid. More frequently, however, '
developers/owners and general contractors invite producers and importers to-
submit bids based on architectural plans and specifications, including the
extent of granite work ‘included in the project and the type of granite to be
used. 3/ Several general contractors reported ‘that they ask a limited number
of suppllers to submit b1ds, rather than openlng up the process to all firms.

In the process of awardlng a contract, the owner and architect of the
project prepare plans and specifications, often consulting with granite
suppliers and installers. of finished granite. Generally, the architect
specifies the preferred type of granite to ‘be used, and may include alternate,
acceptable granites. The choice of the type of grdanite to be used for interior
or exterior applications depends on many factors, most notably the aesthetics
desired by or personal preference of the owner and architect, the shape of the
building,. the exterior: of other buildings in the immediate area of the planned
progect ~and reglonal and env1ronmenta1 factors. 4/ ’

Suppllers of f1nlshed granite- 1nd1cated that dur1ng the 1n1t1a1 stages of
building design, architects and owners consult stone “libraries,” or
collections of different stones available for use in building interiors and
exteriors;-stones in these libraries include granite, marble, travertine,
limestone, and other types of building stone. Granite is considered to be a
prestige material, and is often used on highly visible projects. Thus, some
- owners' feel -that a building clad in granite can command higher square-foot
lease rates than a building constructed. of other materials. One developer
commented that the-choice:-of granite can be driven by not only what the owner
can afford to pay but.the price at which they can lease the office space.

Producers and importers agree ‘that there have been instances where granite
was.replaced by other materials while the project was still in the development
and early bid stages. The primary.reason for replacing granite, according to
questionnaire responses; is to keep the project within the predetermined
budget. However,-once..the job.is awarded as a granite project it will remain
granite. Architects with the firms of * * * commented that it is not unusual
for a general contractor to:déut costs elsewhere in the project so that the -

1/ Marble 'shops responding to price questions-in the questionnaire serve a
geographic area limited either to the metropolitan area where they are -located
or to a 2- or 3-state-area. - Generally, the marble shops reported increased
demand for granite products primarily because of the availability of thinner,
lower priced veneers and new methods of appllcatlon as well as advertising.
Italy was mentioned in all questiomnnaires as 'a principal source for purchases
of granite slab and tile, with the United States, Brazil, Spain, Portugal, and
Mexico also mentioned,

2/ A national clearlnghouse for building plans and blueprlnts.

3/ Questionnaire response of * * *,

4/ * * * explained, as an example, that in the Pacific Northwest, due to the

. number of “non-sunny” days, very few buildings are constructed in darker shades
of granite, such as black and dark reds. Architects and owners prefer lighter
colors such as pinks, beiges, or whites. In the Southwest, however, granltes
that blend into the natural landscape of the desert are popular.
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owner and architect can achieve the desired 1mage from the building’s
exterior. 1/

Architects generally do not purchase granité; rather, they spécify
preferred granites, receive the approval of the owner, and give the responsi-
bility for fitting the cost into the overall budget to the general contractor
or a sub-contractor, such as an installer. * * *, 2/ This also holds true for
some general contractors. Contacts between 1nsta11ers and domest;c producers
are also on-going, but are described as less formal.,

Several purchasers of granite indicated that after, or even durlng, the
selection of the granite, supp11ers of granite are often brought in on a
consulting basis to assist in determining necessary thicknesses, avallablllty
of different types of granite, and other special considerations important to
working with a natural product such as granite., 3/ In the experience of
architects and purchasers surveyed by the staff, this consulting is more common
for representatives of Italian fabricators and some suppliers of both domestic
and imported granite and other stone products, than it is for representatives
of the domestic industry. These architects agreed that this prior knowledge of
the project sometimes gives these companies an edge when the invitation to bid
is issued. By that time, many of the consultants have convinced the owner and

architect to use a particular granite that they either fabricate or are able to
purchase., * * %,

Although granite is sold mainly through the bid process, in some cases an
owner negotiates directly with a granite fabricator or supplier. This can
occur if the owner desires a particular granite that can be supplied by only
one firm. For example, one construction company * * * was constructing * * *
of a project begun * * * earlier; this company directly negotiated with the
* * * fabricator that supplied the granite for the previous building in order
to keep a consistent appearance between the * * * buildings. * * *,6 4/

General contractors indicate that they tend to be more cost conscious than
architects when awarding a job, particularly if no definitive specification has
been written for granite, or if the specified granite can'be purchased from
several different fabricators. For example, one general contractor 1nd1cated
that if an architect were to select three granites, which all met the
acceptable color palette, and had the necessary strength specifications, the
contractor would probably award the contract to the firm with the lowest bid.

A spokesman * * * commented that if several companies are able to supply.the
same granite, price is a major consideration. However, if only one company can
supply the stone and an architect wants that particular color, price will not
play an important role. 3/ * * * provided an example of a project where * * *
an importedfgranite, was the preferred stone, but several alternate * * *
stones were listed in the bid specification. The * * * domestic companies
submitting bids * * * bid a proprietary granite, and * * * importers each bid’

* * ¥, The project was awarded to the firm with the lowest bid for * * * 6/

1/ Meetings with * * *,

2/ Meeting with * * *,

3/ Conversations with representatives of * ok ok
4/ Meeting with * * *,

5/ % % %,

g/***.
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General contractors usually reduce the field of contending suppliers to
two or three before beginning bid negotiations. They may then invite these .
suppliers to suggest areas where costs can be reduced, a process commonly known
as value engineering. Most frequently, producers, general contractors, and
installers reported that such savings occur by reducing the thlckness of the -
granlte.

Bid competition.--The Commission requested producers and importers of
finished granite to provide information on the three largest bids submitted by
each firm, but not necessarlly awarded to the firm. Five producers 1/ and 60
importers responded to b1d 1nformat10n and additional questlons 1n the pr1c1ng
section,

‘Domestic producers and 1mporters agree that ‘it is necessary to examine L
specific projects on which more than one party submitted b1ds and determine the’
reasons why one. supplier was chosen over another as a source of granite of the
required specification.’ "After receiving bid information in the ‘questionnaires,"
the staff followed up on these responses by contacting producers, importers,
and other involved parties, such as architects, general contractors,
constructlon managers, and 1nsta11ers

The.follow1ng 1nformatlon details bids on specific projects during the
period of the investigations, with comments from companies involved in the
projects, when appropriate. Also included in this section are summaries of
lost sale and lost revenue allegations, all of which involved granite work on
large -scale: bu11d1ng prOJects. 2/ ' . '

Table 18 br1ef1y summarizes each of the prOJects covered in this sectlon,
including project names, the name of the company awarded the contract (usually
the general contractor or installer), the value of the w1nn1ng bid, those firms
known to have competed for the project and the value of their bids, the country
in which. the granite for the project was fabricated and the fabricator, 3/ and.
a brief statement as to what prompted the award of the contract to a partlcular '
firm if thlS 1nformat10n was available from the purchaser. .

1/ * * *®, . : : : -

2/ Four producers of finished granlte submitted 1nstances during the perlod
January 1985 through March 1988 ‘in which they believe salés or revenues were -
lost because of price competition from' Italian and Spanish granite. Alleged
lost sales involving Italy totaled about 6.7 million square feet, valued at
$90.7 million, and lost sales involving Spain totaled 1.4 million square feet,
valued at $20 million. Lost revenues alleged due to Italian price competition
were valued at $1.5 million for 672,000 square feet of finished granite and-
those allegations. involving'Spanish price competition were valued at $574,000
for 353,000 square feet. Several lost sale and lost revenue allegations were
submltted that did not name a country of competition. These lost sales -
allegations totaled.124,000 square feet, valued at $2.3 million, and the lost
revenue allegations totaled 1 million square feet, valued at $2.6 million.. No
allegations were submitted for lost sales or lost revenues on sales of * * *,
The Commission was able to follow-up on 38 of the projects named in these ‘
allegations. An additional three projects were bid on, but not awarded to, the
firm contacted by the Commission.

3/ Three Italian fabricators—-Formai & Marlanl, Henraux, -and Savema-—were
excluded from the dumping determination and their products are not subJect to
investigation. '
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Table 18

Finished granite: Selected project and b1d information 1nclud1ng lost sale and
lost revenue summaries

* x - * . % . * * . *

It is important to consider several factors when reviewing the project
information. First, these bids represent only a small percentage of the total
number of projects that have been, or are currently, under construction.
Rarely were both winning and losing bids available from.questionnaire
responses.  Conversations with parties involved in the projects provided
information as to why one particular supplier was chosen over another.
However, even when extensive information was available for a particular.
project, bids were often not comparable. This happens mainly because different
firms bid different aspects of the same project. For example, one flrm may..
have b1d additional work——such as pav1ng—-that another firm dld not 1nc1ude 1n
its bid. : -

In general, conversations with developers, general contractors, and .
installers indicated that although price is an important consideration when
selecting a granite to clad a building, equally important and often even more
important were considerations such as aesthetics, fabrication capac1ty of the
producers and forelgn suppliers, and dellvery schedullng 1/

¥ % ¥ —-% % % glleged lost revenues * * ¥, * ¥ % gtated that the. .
bidding for thls prOJect involved both materials and installation, and if * * *
did lower their price it probably involved a combination of these two areas.
The * * * granite was listed as an acceptable alternative by the architect
¥ x &k, % % % did not feel that price 1tself was the dec1d1ng factor in this
prOJect ' u

%* ok Cox * " x Tk

Pk .

¥ k * ——% * ¥'alleged losing * * * to unfairly-traded * * * imports.
* % %k % % * general contractors for the * * * project responded to the '
allegation with several reasons as to why * * * was not awarded the project.
First, he explained that * * * granites were to be used for the project, but
* * % .ywas bidding only * * *, That * * * accounted for only * * * gquare.feet
of a * * *.square-foot prOJect Secc. 1, * * *,  Finally, * * * felt that.the . -
owner and archltect preferred the * * *, ‘

A Kk k k% alleged bidding * * * but losing to * * ¥, k& ok,
However, the’ color ‘'was not acceptable so ¥ * x¥ % % ¥ found they were not able
to purchase the * * '* granlte in sufficient quantltles or color cons1stency.‘
similar * * * granite, * * * was instead selected. * * * would have won the:

project had the quarry been able to operate at the necessary capacity for the
project.

kR % % % alleged losing * * * to lower-priced granlte EEEN
kKK K % allege that the * * * price was * * *, S

1/ Meetings with * * *,
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R * is the .contractor for the project. * * * commented on the.
allegation. First, he stated that - * * *# is “not even in the ball park,” when
~referring to the price paid for the granite, adding that * * * bids * * *
throughout the process. He further stressed that price was not the determining

. factor in the purchase decision. * * * said that the architect specified "

several granites, some of which were U.S. granites. However, when * * *
constructed mock—ups ‘with these granites, * * * were not pleased with * * *,

* * * requested * * * to submit other granites that would fall within the new
_ specifications, but,*a* * said that they had no such granites, * * * found

"% % * to be the only acceptable granite--* * *, According to * * *  the

" installer for the project, * * * was interested in a building that would, both

in the color .and texture of .the granite and the glass, offer a * * * look
'***

* % * --% & % gccepted bids * * * from * * * Italian fabricators and
* * % domestic * * * for * * *, This project required * * * and the granite
specified by the architect was * * *,* % % '3 contractor, won the contract in
* * *# yith a2 bid of *'* * and then subcontracted the granite to * * *, The
w1nn1ng bid included materials and -installation of the granite.

‘According to * * *  the square- foot requirements of this project were high
when compared with the. capac1ty of * * *, Despite the fact that * * * 6 they
" would. not. have been able to meet the delivery schedules stipulated in the
contract. ‘In addition, the domestic industry would have substituted one of
their own granites for the * ok % granite that was the preferred choice of the

. architect.

Ciait o i_i_t ——k ok alleged 1051ng ¥ % X to lower priced granite from
R RTR * * %k, % % % gajd the winning bid was * * *,

' -f'*_* stated that price was not' the issue in the awarding of the contract.
He reported that the main issue was * * *, Secondary issues were * * *,6 % * %
said that * * * submitted a bid, but he dld not comment on the bid.

XKk __k ok K alleged 1051ng the * ¥ % project, for which they
‘reportedly bid * *, to imported granite because of the lower price for the
imported product. * *'*,,the installer for the project commented that the
color being bid was a . * . * * granite and that * * * had voiced concerns about
‘the .capacity of the quarry. Additionally, the scope of the granite for this
project_was-downsized and the final cost for the granite was ok ok ok kK

* K Kk __k k & reported losing * * * to 1ower priced * * * imports.
According to a subm1551on of the general contractor, * * * different colors of
granite were bid by several firms. * * *, the granite supplier for the * * *,
commented that initially * * * was competitive for the job * * *, However,
when the general contractor wanted bids broken out-in order to value engineer,
koK d1d not break out their b1d and * * * yas awarded the project.

* * % PR alleged the loss of a prOJect known as * * * Kk k &
the general contractor for the project, reported that the project * * *, The
" cost of the granite 4s * * * % * % The project was awarded based on a
combination of factors, 1nc1x ng material selection price, delivery, and
quality of the fabricator’s. pr_duct

_' & % % -- acted as the ‘general coritractor for * * *  In this project,
. the owner of the_property selected the granites for the progect based on color,
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texture, and price requirements. The architect Selected a granite quarried in
* * * which met all of the owner’s requlrements but the owner then invited
* % ¥ to submit a bid * * *,

* * * delayed several weeks in providing a price estimate for the project,
even after the general contractor contacted them several times. When * * * =
finally did provide an estimate, it was "astronomical” and not given serious -
consideration, according to * * * the setter for the project. Thus, * * *

awarded the bid to one of the * * * Italian fabrlcators who could supply the
materials.

A K Kk K K alleged the loss of * * % due to lower priced * * *
granite. -

* * * ' * * ’ *

* ok ok commented that they initially * x % were working with * * *, % & *

was awarded the job * * * however, and they did not WlSh to work: VIth * ok ox,
* % %

* * ¥ the * * * project manager for this job, stated that although the
prices listed in the allegation sounded “about right,” the * * * fabricator was.
able to manufacture the granite closer to their construction schedule and was
also able to commit to fabricating more square footage than was * * *, The
granites chosen were approved by the architects of the project.

¥ * x,——% * % glleged the loss of the * * * project * * * to lower
priced * * *, % * % % % % the contractor for the project, submitted the list
of estimates received from different granite suppliers for alternate * * *
granites (app. F). This list shows that * * * ..

o * * , * . * L

A spokesman for * * * pointed out that the selected granite * * * was approved
by both the owner and architect. * * * also noted that the * * * bid was not
the lowest bid. S

* x % ——% * *_in jits response to the * * * allegation of * * * on

the * * * project, stated that * * *, The costs (excluding taxes), broken out, .
were—-— .

Item | Cost

Stone.....................,.....-.........o-.-............ ko

ShOP ATaWiNgS..eeeereeeoecoeresseosossssvsonassaseancaass XEX L
Transportation..cveeeeeeeeeseaescossscssssscsancoanneseas FEE
Packaging and crating....ccceeeeeesconsscrcensasosscnsaces KX

Labor..........o...........-..-.........ooo...o.......... *kk

k ¥ ¥,--% * * glleged that they had to lower their price * * * to
compete with foreign granite and win the * * * project. * * * the installer
for this project, reported that * * * was chosen based only on color--* * %,
thus * * * did not see price as an issue, * * *,

* * % --The architect for * * * gelected a color scheme for this
project that incl.led both domestic and imported granites. The choice was
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based on aesthetics, but the architect also-approved several additional
granites as likely substitutes for some of the preferred granites., * % *
domestic companies and * * * were 1nv1ted to submlt b1ds and the project was
awarded to * * *, R : o : X

* % * reported that they lost the bid, and believed it was due'-to the
variety of possible combinations .of domestié¢ granites. = A- -spokesman -for * * *
commented that the domestic companies.were able to put ‘together a more :
attractive package in terms of cost. * * % 'which alsé was not’ awarded -the '
job, reported that they bid * * * but * k% was not awarded the pro;ect

A spokesman for %ok commented that the firm was awarded the® contract at
a bid of * * *,. He added that this was not the lowest bid; but that it was -
price compet1t1ve with the.other contending bidders. 'He believed that * * *
was awarded the contract because * * "% granlte wh1ch was used on: the prOJect
was preferred by ‘the archltect : Coe :

* K K ok Kk % alleged * % % % % % yag installed by * * *, But'they‘
did not purchase the granite, and * * * was not aware of the purchase price of
the granite. * * * believes that the granite for * * * ~was 1mported after
being chosen by the owner of the bulldlng :

* % *.--Although x % % submltted this prOJect as a lost sale, * * *,
the firm named in .the allegation, reported that-it was awarded the contract as
specified by the architect--a * * * stone for the exterior cladding and a * * *
stone -for interior and fountaln work No alternate bldS were accepted KK K

>

o, Kk % ——* * % alleged 1051ng ¥ %% to 1ower pr1ced gran1te 1mported
from * * *, % * *, % % % wag the general contractor for * * %, i 3 e
reported that * * * the architect * * * requested * * * granite, * * *,
Although * * * was not able to comment -on * * % bid, * * %, .-

* x x .. ca ke 0 ik x

¥ % * % % .* glleged losing * * * to granite fabricated in * * *,
* k ¥ % % % gstated that color was the deciding factor for awarding this
project; he did not .report ‘the final cost of the granite. The architect
selected a granite known as: * *:%, *. % * commented:that price isa contribu<-:
ting factor in any construction project since the general contractér must work °
within a certain budget, but in this case he would say that it was “price be
damned” in regard to the exterior facing.

¥ * k —-% % * g]leged losing * * * to lower—prlced * Ok % granlte.
¥ ok ok, ok Kk % responded to thls'allegatlon T : SR o

% % * % % SR A 3

* * * pointed out that no domestic granites were selected as alternates by the
architect.  The choice of the granite was: limited to three * * * gstones. 1/

* * * ——% % * yag alleged as a lost sale by * * ¥, % % % the
installer for the project, stated that the architect specified * * * for the-
exterior and * * * for the interior and accent work The general contractor

'v"...-..‘—'.'t‘{‘;.f] P

LAY i

1/ See app. F. - _ ,_' . al

~5y j R
T
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purchased the granite directly from the fabrlcators for * * * to install.
***

* % % ——*% % * glleged losing the * * * project, in * * * because of
lower priced * * * imports. * * * reported that the award of this project was
not at all based on price, rather it was based entirely on color. According to
* % * 'no U.S. companies had a color satisfactory to the architect and owner of
the building. He stated that * * * was wrong and that the * * * granites
selected for the- building were higher priced than those bid by * * *,

* * % ——% * * alleged bidding * * * project that was later awarded to
a * * * company at a lower price. ¥ * * commented that the architect initially
specified * * * granite for the project, which at that time included * * *
thick material * * *, The * * * granite was reduced to * * * granite after
seeing the difference in costs associated with switching to the thinner
material. During the bid process, however, * * * and they selected two foreign
granites. The award was based only on the selected color and no alternate
granites were considered, accordlng to * * x, ok % %k,

* % *.—-# * * alleged a lost sale on ¥ * %, % % % ' % % * oproject
manager for * * * commented that * * *, He did not recall either * * * as
granites under consideration at any time during examination of bids.

. * % * —-% % % alleged the loss of * * * to lower priced * * *
imports, * ¥ *_ the general contractor for * * *, commented that *:* * was ‘the
high bidder, at * * * and * * * importers were close -bidders at approx1mate1y

* kK, Although an 1mporter won the project at * * *, * * % wag not really in
the running since * * * was a required color (in order to match * * *) and they
were not b1dd1ng that partlcular color, '

* * *.-—* * ok allegedAa‘lost sale on * * %,

*¥ % * % % % project manager for * * * related the details of this
project. Originally, the granite specifications were written for only * * *,
Before the invitation to bid was issued, however, this was revised to include
* ¥ %, % * % considered bids from * * *,6 * % * noted that, all things
considered, the * * * firms were close in price, with * * * below * * *, .
However,- * * * was basing their bid on a thinner. specification of granite than
was * * * so increasing the thickness would have increased:* * *’g price.

%* * % Tk . * * *

According to * * *, the final decision to use granite fabricated in * * *,
however, was based more on information that developed concerning the * * *
condition of * * * at the time of the negotiations * * * than on the dollar
amount bid by each company. * * *,

¥ * % ——% % % aglleged losing * * * to * * * due to lower priced * * *
imports. * * %, % % % a]so alleged losing * * * allegedly won by * * *
imports.

* * .k ) R ;* i * ) - %
* kK, Before'addressing the specific allegations, * * * stated that on

all jobs in which his company has worked with granite, the selection of the
material was based primarily on aesthetics. He explained that in the * * *
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area, owners and architects often select materials that blend into the natural
environment and surroundings of the region. In addition, most projects are bid
not only for the materials involved, but also for the installation of the
materials. * * * bids.included both the furnishing and installation of the
finished granite. * * * feels that foreign fabricators of granite are better
able to meet the needs of the building industry in terms of delivery schedules,
production, equipment and facilities,- and organization than is the domestic -
industry. _— : :

* * ¥ The architects selected * * * granites from a sampling of * * *
granites; the main color was a * * *, Their final decision was based on the
desired aesthetics of the finished project as well as on the availability of
the materials involved due to the extended time needed for completing this

project. The granites selécted originate in * * * and will be fabricated in
% % o .

¥ % * confirmed the'statements of * * *, He reported that the choice of
the color palette was between only those foreign stones listed above. He did
say that * *'* was the least expensive of the * * * colors for which bids were
accepted. He also said that a mock-up of each of the * * * colors was erected
on the site of the prOJect to determine its match with the surrounding
landscape.

The * * * granites were selected by the architect of the project and will
* * % be fabricated in * * *, Again, * * * stressed that aesthetics played a
more important role in the selection than did price.

.k % * -—% * % tendered a bid and was awarded this project * * *,
* * * the project specified * * * granites, with acceptable foreign alternates.
* % % % % % the transporter and setter for this project, explained that
* %% and.on such projects, he normally follows a ”“Buy America” clause * * *,
He stated that * * * was not the lowest bid, but he preferred dealing directly
with the fabricator, rather than through a suppller, and he had been confident
of * * *'s work from past projects.

¥ * % --% % % reported losing the * * * project to * * *-fabricated,
lower priced imports.

% Cok * : * * * %

* * * gtated that the specified color was * * * and that * * * did not bid that
color. Also the import prlce for the granite was * * *,

K K —-% %% alleged * % % % % % gtated that they did not solicit
any bids for 1mported granite for thls project. * * * gajd that * * * granite
was chosen because the granite installed on the * * * project has to match the
granite installed on a previously constructed building. He does not recall
* * % Jlowering.

* % *,--*% * * a]lleged -the loss of * * * to lower priced * * *
imports. - ' t

x * * * * * *
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* * % pointed out, however, that even more important than prlce the architect
selected only one granlte—-* * %1/ . S

* Kk Kk -k % * alleged losing the * * * prOJect because of lower
priced * * * 1mports * Kk ok, -

* * *  the installer for the project, did not recall any.U.S. companies:*
even bidding on the project. He explained that bids were limited to * * *
granites quarried near each other and somewhat similar in look and color. The
architect preferred * * * and that was the stone selected. * * *, '

* % % —-% * * glleged losing a project to *.* * on * * * because of -

price competltlon from * * * imports. * ¥ %, % % % reported that * * *
initially bid * * * to furnish and install granlte for the project, but 1owered
its bid to * * *, He did not confirm the final cost for the selected granite.
However, the job was awarded to an * * * firm to supply granite fabricated in
* * *_  Additionally, * * * project manager for * * * 6 stated that the granite
chosen was ¥ * % fabrlcated in *.* * .and was selected by.the owner and S
architect, having often seen it * * * Price was not the top criteria in the
selection, according to - * * ¥, ' : : . S

% % % % % * alleged lowering their price * * * due to price -
competition from imports.

x x ok Cox -k o x x e
* * % —--% * * reported lowering their price * * *, % % * the
project’s general contractor, indicated that their cost to . was 1OWered
* % % after reduc1ng the thickness of the granite * * * "% * *x_ - :

, * K ok -k % * alleged * * * because of competition from * % *_ & %%
stated that’*;kl* was only bidding against other domestic companies, and that
¥ * * was the- price. competition. .* * * explained that the acceptable granite
was ¥ % % g granite native to the Unlted States. No foreign bids were

solicited for this project.

* % *,--% % * alleged losing a sale to * * ¥ involving a * * *,

*, The project was allegedly awarded to an * * * importer for * * *%,

* stated that the architect of the project selected certain domestic
granites as a basis for the bidding, but opened the bidding to substitute
granites. Although the selection was written for * * * granites, a foreign
granite was selected. * * * said that a domestic granite would have been
selected if the U.S. companies had been more price competitive. The foreign

granite was approved by both the architect- and owner of the project.

*
%

*» %

Exchange rates

Table 19 presents quarterly data reported by the International Monetary
Fund. During January 1985-March 1988 .the nominal value of the Italian lira and
the Spanish peseta appreciated 63.5 percent and 59.2 percent, respectively,
against the U.S. dollar.

1/ Refer to the bid specification sheet for * * *, app. F.
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Table 19 :

Exchange rates: 1/ Nomlnal- and real-exchange-rate 1ndexes of the Italian lira
and Spanish peseta in U.S. dollars, and producer price indexes in the United
States, Italy, and Spain, 2/ by quarters, January 1985-March 1988

-U.S. | Italy Spain :
Pro- ~ Pro- Nominal- Real- Pro- Nominal- ' Real-
ducer ducer exchange- exchange- ducer exchange- exchange-
. Price Price rate rate Price rate rate
eriod Index Index index inde ex ind inde
1985: ‘ S . , . o
Jan.-Mar... 100.0 100.0 100.0 .100.0 ~  100.0 - 100.0 ~ -100.0
Apr.-June.. 100.1 102.1 102.6 - . 104.6 101.6 103.4 . 104.9
July-Sept.. . 99.4 102.1 106.6 109.5 102.5 107.8 = 111.2
Oct. -Dec... 100.0° 103.0 115.4 118.9 - 103.4 113.2 117.1
1986- C IR ,
Jan,-Mar... 98.0 102.5 126.4 132.2 102.9 122.1 - 128,2
Apr.-June.. 96.6 106.6 131.2 144.8 103.1- 126.0 -134.5
July-Sept.. 96.2 99.9 140.7 146.1 - 102.7 133.1 . - 142.1
Oct. —Dec... 96.5 100.6 145.3 151.5 '102.5 1 133.6. © 141.9
1987: S : . ' R
Jan.-Mar... 97.7 102.1 154.7 161.7 1102.7 139.5 .- 146.6
Apr.-June.. 99.3 103.0 155.4 - 161.3° - 103.4 142.7 - 148.6
July-Sept.. 100.3 '103.9 151.9 - 157.3 . 104.0. 144.4 149.8
Oct.-Dec... 100.8 105.4 161.8 169.2 = . 104.6 157 7. 163.7
1988: C I : , , . o :
Jan.-Mar... 101.2 4/ 163 5 4/ &/.j159y2 ' &/

1/ Exchange rates are expressed in U.S. dollars per unit of forelgn currency.
2/ Producer price indicators--intended to measure ‘final product prices--are
based on average quarterly indexes presented in 11ne 63 -of the lntggnat;gg 1
Financial Statistics.

3/ The indexed real. exchange rate represents the nom1na1 exchange rate adJusted
for the relative economic movement of each currency’ as measured here by the
Producer Price Index in the United States and the. respective foreign country.
Producer prices in the United States increased 0.8 percent during January 1985~
December 1987, compared with increases of 5.4 percent in Italy and 4.6 percent
in Spain during the same perlod .

4/ Not available.

Note.--January-Harch 1985=100. 0

Source: International Monetary Fund nternat1ona1 E inanc ;gl § gtlstlcs,
May 1988, -

AdJusted for 1nf1at10n the real value of the Itallan lira and Spanlsh
peseta rose more than the value: represented by thé nominal- exchange rates.
From January 1985-December 1987, the real value of the Italian lira increased
by 69.2 percent against the U.S. dollar, and the Spanlsh peseta 1ncreased by
63.7 percent.
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INTERNATIONAL TRADE
COMMISSION

lInvestigations Nos. 701-TA-289 (Final) and
731-TA-381 and 382 (Final)]

Certain Granite From ltaly and Spain

AGENCY: United States International
I'rade Commission.

ACTiON: Institution of final antidumping
investigations and scheduling of a
hearing to be held in connection with’
the investigations and with
countervailing duty investigation No.
701-TA-289 (Final).

sumraRry: The Commission hereby gives
notice of the institution of firal
antidumping investigations No. 731-TA-
381 and 382 (Final) under section 735(b)
of the Tariff Act of 1930 (19 U.S.C.
1673d(b)) to determine whether an
industry in the United States is
matcrially injured. or is threatened with
material injury, or the establishment of
an industry in the United States is
materially retarded, by reason of
imports from Italy and Spain of certain
granite,? provided for in item 513.74 of
the Tariff Schedules of the United
States, that have becn found by the
Department of Commerce. in-
preliminary determinations. to be sold in
the United States at less than fair value

. (LIFV). The Commission also gives
notice of the'scheduling of a‘hearing’in

connection with these investigations
and with countervailing duty
investigation No. 701-TA-289 (Final),

. Certain Granite fram Spain, which the .
Commission instituted on December 24,

1987. The schedules for the
countervailing duty and antidumping
investigations regarding imports from
Spain will be identicil, pursuant to
Commerce's extension of the
countervailing duty investigation (53 FR
2521). Commerce will make its final

. LTFV determinations regarding imports

from Italy on or before June 20, 1988.
Commerce’s final countervailing duty
and LTFV determinations regarding
imports from Spain will be on or before
June 21, 1988. The Commission will
make its final injury determinations
within forty-five days after receipt of
Commerce’s final determinations (see
sections 705{a). 705(b). 735(a). and 735(b)
of the act (19 U.S.C. 1671d{a). 1671d(b)),
1673d(a). and 1673d(b))). : .
For further information concerning the
conduct of these investigations. hearing
procedures, and rules of gencral
application. consult the Commission's
Rules of Practice and Procedure. Part

207, subparts A and C {19 CFR Part 207), ’

! For purposes of thess: investigations. “certain
granite” is Fw inch (1 cm) to 22 inches (6.33 cm) in
thickness and includes the following: rough sawed
granite slabs: face-Tinished gromite shibs: and
finished dimensional granite including. but not
limited to. building facing, Nooring, wall and floor
tiles. paving. and crypt fronts. “Certain granite”
does not include munumaental stones. crushed
aranite. aor curbing. The articles cuvered by these
investigations are provided for in subheading
2516.11.00, 2516.12.00. GHML.UN.00, (802.23.0¢. and
6802.93.00 in the propased Harmonized Tariff
Schedule of the United States (USTTC) Pub. 20300,

and Purt 201. Subparts A through E (19
CFR Part 201).

EFFECTIVE DATE: February 29. 1938.
FOR FURTHER INFORMATION CONTACT:
Rebeceu Woodings (202-232-1192),
Office of Investigations, U.S.
International Trade Comniission. 500 E
Street SW., Washington, DC 20436.
Hearing-impaired individuals are
advised that information on this matter

_can be obtaineéd by contacting the

Commission’s TDD terminal on 202-232-
1610. Persons with mobility impairments
who will rieed special assistance in
gaining access to the Commission
should contact the Office of the
Sccretary .at 202-252-1000.
SUPPLEMENTARY INFORMATION:
Background—These investigations are
being instituted as a result of affirmative
preliminary determinations by the
Department of Commmerce that imports
of certain granite from Italy and Spain
are being sold in the United States at

‘less than fair value within the meaning

of section 731 of the act (19 U.S.C. 1673).
The invesligations were requested in a
petition filed on July 28, 1987, by the Ad
Hoc Granite Committee. In response to
that petition the Commission conducted
preliminary antidumping investigations
and, on the basis of information ]
developed during the course of those
investigations, determiried that there
was a reasonable indication that an
industry in the United States was
materially injured by reason of imports
of the subject merchandise (32 FR 35771,
September 23, 1937).

Participation in the investigations—
Persons wishing to participate in these
investigations as parties must file an
entry of appearance with the Secretary
to the Comimission. as provided in
§ 201.11 of the Commission’s rules (19
CrI'R 201.11}. not later than twenty-one
{21) days after the publication of this
notice in the Federal Register. Any entry
of appeararce filed after this date will
be referred 1o the Chairman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.

Service list—Pursuant to section
201.11(d) of the Commission’s rules (19
CFR 201.11{d)). the Secretary will
preparc a service list containing the
names and addresses of all persons. or
their representatives, who are parties to
these investigations upon the expiration
of the period for filing entries.of '
appearance. In accordance with
§ 201.16(c) and 207.3 of the rules (19 CF¥
201.16(c) and 207.3). each document filed
by a party to the investigations must be
served on all other parties to the '
investigitions {as identified by the

-
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scrvice list), and a certificate of service
must accompany the documen!. The

Secretary will not accept a document for -

filing wighout a certificate of service.

Stuff report—A public version of the
perhearing staff report in this
investigation will be placed in the public
reccord on June 13, 1988, pursuant to
§7207.21 of the Commission’s rules (19
CFR 207.21).

Hearing—The Commission will hold
hearmg in connection with these .
invesligations beginning at 9:30 a.m. on
June 30. 19€8. at the U.S. International

Trade Commission Building, 500 E Street,

SW., Washington, DC. Requests to -
appear at the hearing should be filed in
writing with the Secretary to the
Commlssxon not later than the close of |

. business {5:15 p.m.) on June 17, 1988. All
-persons desiring to appear at the
hearing and make oral presentations

should file prehearing briels and attend

_a prehearing conference to be held at

9:30 a.m. on June 22, 1988, in room 101 of

the U.S. International Trade
Commission Building. The deadline for
filing prehearing briefs is June 23, 1988.
Testlmony at the public heanng is
governed by § 207.23 of the :

Commission's rules (19 CFR 207.23). Thxs

rule requires that testimony be limited to

a nonconfidential summary and analysis

of material contained in prehearing

" briefs and to information not available
" at the time the prehearing brief was
submitted. Any written materials

submitted at the hearing must be filed in

accordance with the procedures -:
described below and any confidential .
materials must be submitted at least
three (3) working days prior to the
hearing (see § 201.6(b)(2) of the

Commission's rules (19 CFR 201.6(b)(2))). '

- Written submissions—All legal
arguments, economic analyses, and
factual materials relevant to the public
hearxng should be included in prehearing

bricfs in accordance with § 207.22 of the .

Commission's rules (19 CFR 207.22).
Posthearing briefs must conform with

the provisions of § 207.24 (19 FR 207.24) B

and must be submitted not later than the
close of business on July 7, 1988. In _
addition, any person who has not

enlered an appearance as a party to the A

investigation may submit a written
statement of information pertinent to the

subject of the investigation on or before -

July 7, 1988.

A signed original and fourteen (14) -
copies of each submisson must be {iled
with the Secretary to the Commission in
accordance with § 201.8 of the
Commission’s rules (19 CFR 201.8). All
wrillen submissions except for
confidential business data will be
available for public inspection during
regular business hours (8:45 a.m. to 5:15

p.m.} in the Office of the Sccretary to the
Commission.

Any busincss information for which
confidential treatment is desired must
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
confidential treatment must conform
with the requircments of § 201.6 of the
Commission’s rules (19 CFR 201.6).

Authority: These investigations are being
conducted under authority of the Tariff Act of
1930, title VIL This notice is published
pursuant to § 207.20 of the Commission’s

- rules (19 CFR 207.20).

By the order of the Commission.
Issued: March 18, 1988.
Kenneth R. Mason, -
Secretary.
(FR Doc. 88-6419 Filed 3-—23-—88 8:45 am]
BILLING CODE 7020-02-M
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INTERNATIONAL TRADE
COMMISSION

[Investigation No. 7C1-TA-283 (Finai)]
Certain Granite From Epain

AGENCY: United Siates International
Trade Commission.

AcTIoN: Institution of a final -
countervailing duty investigation.

suMmARY: The Cemmission heretby gives
notice of the instituiicn of final
countervailing duty investigation No.
701-TA-289 (Final) under section 705(b)
of the Tariff Act of 1930 (13 U.S.C.
1671d{b)) tc determine whether an
industry in the United States is
materially injured. or is threatened with
material injury, or the establishment of
an indusiry in the United States is
materialiy retarded, by reason of
imports from Spain or certain granite,!
provided for in item 513.74 of the Tariff
Schedules of the United States, that
have been found by the Department of
Commerce. in preliminary
determination, to be subsidized by the
Government of Spain. Commerce will
make its final subsidy determination
within forty-five days after notification
of Commerce's final determination (see

! For purposes of thia investigation. “certain
granite” is % inch (1 cm) tc 2% incnes (6.34 cm) in
thickness and includes the fcllowing: Rough sawed
granite s'abs. face-finished granite slabs. and
finished dimensiona! granite including. but not
limited to. building facing. flooring, wall end floor
tiles. paving. and crypt fronts. "Certain granite”
does not include monumen'al stones, crushed
gracite. or curbing. The articles covered by this
investigatlon are provided for in subheadings
2516.11.00, 2516.12.00. 06£01.00.00. 6802.23.00, and
6802.93.00 in the proposed Harmonized Tarifl
Schedule of the United States {USITC Pub. 2030).

section 705(a) and 705{b) cf the act (19
U.S.C. 1671d(a)} and 1671d{b}}).

For further information concerning the
conduct of this investigation, hearing
procedures, and rules of generzl
application, consult the Commission's
Rules of Practice and I'recedure, Part
297, Subparts A and C {19 CFR Part 207),
and Part 201, Subparts A through E (19
CFR Part 201).

EFFZCTIVE DATE: December 24, 1987.

FOR FURTHER INFORMATION CONTACT:
Rebecca Woodings {202-252-1182),
Cffice of Investigations, U.S.
Internaticnal Trade Commission, 500 E
Street SW., Washington, DC 20436.
Hearing-imparied individuals are
advised that information on this matter
can be obtained by contacting the
Commission's TDD terminal on 202-252-
1809. .
SUPPLEMENTARY INFORMATION:
Background

This investigation is being instituted
as a result of an affirmative preliminary
determination by the Department of
Commerce that certain benefits which
constitute subsidies within the meaning
of section 701 of tke act (19 U.S.C. 167 1)
are being provided to manufacturers,
producers, or exporters in Spain of
certain granite. The investigation was
requested in a petition filed on July 28,

19887 by the Ad Hec Granite Committee.
In response to that petition the: =~
Commission conducted a prclxmmary o
courterveiling duty investigation'and, -
on the basis of information developed
during the course of that investigation,
determinéd that there was a reasonable

-ihdication that an mdustry in the Uniied

States was materially injured by reason
of imports of the subject merchandise
(52 FR 35771, eptember 23, 1987).

Participation in the Investigation

Persons wishing to participate in this
investigation as parties must file an
emry of appearance with the Se"retary
to the Commission, as provided in
§ 201.11 of the Commission's rules (19
CFR 201.11). tot later than twenty-one |
(21) days after the publication of this
notice in the Federal Register. Any entry
of appearance filed a after this date will
be referred to the Chairman, who will
determine whether to accept the late
entry for gcod cause shown by ihe
person desiring to file the entry.

Service List

Pursuant to § 201.11(d) of the
Commission’s rules {19 CFR 201.11(d)).
the Secretary will prepare a service list
containing the names and address of all
persons, or their representatives, who
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are parties to this investigation upon the
expiration of the period for filing entries
of appearance. In accordance with

§§ 201.16(c) and 207.3 of the rules {19
CFR 201.16(c) ard 207.3), each document
filed by a party to the investigation must
be served on all other parties to the
investigation (as identified by the
service list), and a certificate of service
must accompany the document. The
Secreiary will not accept a decument for
filing without a certificate of service.

Hearing, Staff Report, and Written
Submissions

The Commission will hold a hearing in
connecticn with this investigation at the
U.S. International Trade Commission
Building. 500 E Street 3W., Washington,
DC: the time and date cof the hearing will
be annournced at a later date. A public

version of ihe prehaaring staff reportin

this investigation will be nlaced in the
record prior to the hearing, pursuant to
section 207.21 of the Coramission’s rules
{19 CFR 207.21) The dates for filing
prehearing and posthearing briefs and
the date for filing other written
stbmissions will also be announced at a
later date. -

Authority: This investigation is being
conducted under authority of the Tarifi Act of
1920, title V1L This notice is published
pursuant tc § 207.2C of the Commission’s
rutes (19 CFR 207.20).

By order of the Commission.

{ssuec: June 9, 1988.
Kenreth R. Mason,
Secrelary.
" (¥R Doc. 88-13383 Filed 6-13-8S: 8:145 am)
BILLIAG CODE 7020-02-M
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CALENDAR OF THE HEARING

Those persons listed below appeared as witnesses at the United States
International Trade Commission’s hearing in investigations Nos. 701-TA-289
(Final) and 731-TA-381 and 382 (Final), Certain Granite from Italy and Spain.
The hearing was held in the Main Hearing Room of the United States
International Trade Commission, 500 E Street, S.W., Washington, DC, on June 30,
1988, beginning at 9:30 a.m. '

In support of the imposition of antidumping and countervailing duties:

Robins, Zelle, Larson & Kaplan-=Counsel
Washington, DC

on _behalf of
The Ad Hoc Granite Trade Group

Patrick Alexander, President, Cold Spring Granite Company

Thomas E. Weber, Director/Executive Vice President, Cold Spring Granite
Company

Lacy S. Vernon, President and CEO, The North Carolina Granite Corp.

Clark Hoffman, Vice President - Finance, Capitol Marble and Granite
Company, Inc. .

Jack S. Thompson, Corporate Controller, Cold Spring Granite Company

R. Scott Rinn, Vice President - General Counsel, Cold Spring Granite

Company

Charles R. Johnston, Jr.) _
Pamela M. Deese y~~OF COUNSEL
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In opposition, to- the imposition of antidumping and countervailing duties:

Dow, Lohnes & Albertson--Counsel
Washington, DC
on behalf of

Alimonti Fratelli S.p.A.

Antolini Luigi S.a.S.

Associazione degli Industriali della Prov1nc1a d1 Lucca -
Associazione della Industria Marmifera Italiana e delle Industrie Affini
Bonotti S.N.C.

Campolonghi Italia S.p.A. .

The Committee to Defend the Amerlcan Granlte Industry
Cremar S.p.A.

Euromarble S.p.A.

F.11i Guarda S.p.A.

Formai & Mariani S.R.L.

Granitex S.p.A.

Henraux S.p.A.

Marcolini Marmi S.p.A.

Margraf S.p.A.

Pisani Brothers S.p.A.

Savema S.p.A.

Serio Carlo S.p.A.

Unione Generale degli Industriali Apuani del Marmo e Affini
Michael Vandever Associates, Inc. ‘

Malcolm S. Cohen, President, Domestic Marble and Stone Corp.

Barry Donaldson, Executive Vice President, Tishman Realty and
~ Construction

J. Michael Blakléy, CEO, Blakley Corp.

Michael Vandever, President, Michael Vandever Associates

John C. Pisani, President, Pisani Brothers S.p.A.

Louisa Parmeggiani, Bonotti Marble and Granite Group

William Silverman - )
Leslie H. Wiesenfelder)~--OF COUNSEL
Carrie Simon )

~Kap1an,.Russin & Vecchi--Counsel
Washington, DC
on behalf of

Ingemar, S.A.
Ingemarga, S.A.

Charles S. Davenport, Marketing Manager, Ingemar Corp.
Claude Ledgerwood, Chairman of the Board, The Marble Shop, Inc.

Kathleen F. Patterson)

Francisco A. Laguna )__OF COUNSEL
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In opposition to the imposition of antidumping and countervailing duties:

Cadwalader, Wickersham & Taft--Counsel
Washington, DC
on behalf of

Artemarmol, S.A.

Granitos Ibericos-Grayco, S.A.
Ramilo, S.A.

Santal, S.A.

Frederick P. Waite--OF COUNSEL

™

Stokes, Shapiro, Fussell & Wedge-—-Counsel
Atlanta, GA
on behalf of
Dee Brown Masonry, Inc.
Dekor National, Inc.
Florentine Company
Hatch Masonry, Inc.
Intrepid Enterprises, Inc.
Roubin & Janiero, Inc.

MacNeil Stokes--OF COUNSEL



A-77 -

~ APPENDIX C

COMMERCE‘S NOTICES OF FINAL DETERMINATIONS



A-78

_i"odenl Register / Vol. 53. No: 124 / Tuesday, June 28, 1988 / Notices 24335

ey

B P Tk
AN

international Trade Administration
{A-469-707)

Final Determination of Sales at Less
Than Fair Value; Certain Granite
Products From Spain

AGENCY: Import Administration/
International Trade Administration/
Commerce.

ACTION: Notice.

SUMMARY: We have determined that
certain granite products from Spain are
being, or are likely to be. soid in the

‘United States at less than fair value. The

U.S. International Trade Commission
(ITC) will determine, within 45 days of
publication of this notice. whether these
imports are materially injuring, or are
threatening material injury to, a United
States industry.

EFFECTIVE DATE: June 28. 1988.

FOR FURTHER INFORMATION CONTACT:
Charles E. Wilson. (202) 377-5288 or
James Riggs. (202) 377-1766. Office of
Investigations. Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue NW.,
Washington, DC 20230.

SUPPLEMENTARY INFORMATION:
Final Determination

We have determined that certain
granite products from Spain are being.
or are likely to be. sold in the United
States at less than fair value. as
provided in section 735(a) of the Tariff
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Act of 1930, as amended {19 U.S.C.
1673d(a)) (the Act). The weighted-
average margins are shown in the
“Suspension of Liquidation™ sectinn of
this notice.

Case History

Since the last Federal Register
publication pertaining to this
investigation (the Notice of Preliminary
Determination of Sales at Less Than
Fair Value {53 FR 6023, February 29,
198t}), the following evenis have
oceurred.

On March 1, 1988. petitioner aileged
that respondents’ sales of slahs, not cut-
to-siz=. and tiles, were at prices below
their cust of production {See DOC
Position. Comiment 4).

On March 10, 1988, respondents
requested that we postpone the final
determination until Jjune 21, 1988. On
April 18, 1988, in accordance with
section 735(a}(2)(A) of the Act, we
published notice of the postponement of
the final détermination until June 21,
19848 {33 FR 12713).

Verification of the responses wags
conducted from March 14 through March
30, 1988. A public hearing was

-‘requested. This request was
‘-gubsequently withdrawn. Final
comments were received from
petitioner, respondents, and interested
parties. T
Scope of Investigation

The products covered by this
investigation are certain granite
products. Certain granite products are %
inch {1 cm) to 2% inches {6.34 cm} in
thickness and include the following
rough-sawed granite slabs; face finished
granite slabs: and finished dimensional
granite including, but not limited to,
building facing, flooring, wall and floor
tiles, paving, and crypt fronts. Certain
granite products do not include
monumental stones, crushed granite. or
curbing. Certain granite products are
provided for undes We Poriff Schedules
of the United States Annotated {TSUSA)
number 513.7400 and under the
Harmonized System (HS) item numbers
2516.12.00, 6802.23.00, and 6802.93.00.
Period of Investigation

The period of investigation is March 1,
1987 through August 31. 1987, except for
Ingemar, S.A. For this respondent, we
requested data on a sale of cut-to-size
granite alabs for a project which
occurred in November 1988. We
requested data concerning this sale in
order to include an additional sate of a
large project.

Fair Value Comparisons

To determine whether sales in the’
United States were made at less than
fair value, we compared the Uniied
States price with foreign market value
as specified below.

United States Price

We based United States price for all
U.S. sales on purchase price in
accordance with section 772({b) of the
Act. These sales were made directly to
unrelated customers in the United States
prior to importation. Under these
circumstances. section 772{b) requires
that purchase price be uged for
determining the U.S. sales price.

We calculated purchase price based
on the f.o.b. or c.i.f., packed prices to
unrelated purchasers in the United
Stutes. We made deductions. as
appropriate, for foreign inland freight -
and handling, ocean freight and marine
insurance. and discounts.

Foreign Market Value

We calculated foreign market vaiue
based on home market packed prices to
unrelated purchasars for all sales except
for sales from Ingemar of cut-to-size
slabs, in accordance with section 773(a)
of the Act, .

When basing foreign market value on
home market prices, we made
deductions, where appropriate, for
inland freight and insurance, and
discaunts. In order to adjust for
differences in packaging between the
U.S. and home markets, we deducted the
bome market packing cost from the
foreign market value and added U.8.
packing costs, We made an adfustment
for differences in circumstances of sale
for cradit expenses pwsuant to § 333.1%
of our regulations. We aiso adjusted for
commissions on sales in the home
market, whese appropriate, using
indirect selling expenses iny the United
States..as an offast te those ‘
commissions pursuant to § 353.15{c} of
our regulstions.

We etablished separate categories of
“such of similar’” merchandise pursuant
to section 771{18) of the Act, on the
bastis of form of materiat (rough slabs,
face finished slabs, and tiles). typeof
stone, dimensiona, finishes, edgeworks,
anchoring and assembly work. In
accordatice with section 773{a){4)(C) of
the Act. we made adjustments to similar
merchandise to accoumt for differences -
in the physical charactarsistics of the
merchandise where there were no
identical products in the home market
with which to compare products sold in
the United States. These adjustments
were based on differences in the costs

of materials, direct labor and directly
related factory overhead.

We calculated foreign market value
based on constructed valie in
accordance with section 773(e) of the
Act for cut-to-gize slabs or projects of
Ingemar sold in the United States
because there were no comparable
projects sold in the home market ur third
countries. We used the respondent’s
submissions for inaterial and fabricaticn
costs. Material costs were adjusted to
reflect the actual prices reviewed during
verification. For projects which incurred
fabrication costs from finishing
workshop process #408 (craftsman
process performed on cut-to-size stabs),
we adjustad the reported costs by the

. percentage of the difference between

submitted and verified data.

We used U.S. selling expenses in
accordance with the Department’s usual
methodology when there are no home
market or third country sales which are
comparable. General expenses for
Ingemar were computed using the
submission, adjusted for additional
personnel expenses discovered during
verification, income from fixed asset
disposal. and deletion of bad debt items.
Interest expense was offset for a
proportion related to credit so as to
avoid counting the selling expenses
twice. Where the amount for general
expenses was less than ten percent of
the cost of materials and fabrication. we
used the statutory minimum of ten
percent.

Where the amount for profit was less
than eight percent of the sum of the
costs of materials, fabrication and
general expenses, we used the statutory
minimum of eight percent. Where
appropriate for constructed value.
adjustments were made under § 353.15
of the Commerce Regulations for
differences in circumstances of sale
between the two markets. This
adfustment was for differences in credit
expenses.

Currency Conversion

We mada currency conversions as of
the date of sale in accordance with

" § 353.58{a){1] of our regulations. All

currency conversions were made at the
rates certified by the Federal Reserve
Bank.

Verification

As provided in section 778(a) of the
Act, we verified all informatioa used in

~ reaching the fnal determination in this

investigation.
Interested Party Comments

Comment ¥: Petitioner assects that 4l
responses contained numerous errurs.
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inconsistencies and omissions, and that
the information submitted has not been
verified in its entirety. Petitioner urges
the Department to use the best
infurmation otherwise available as
supplied by petitioner for purposes of
the final determination.

Those respondents whose infoimation
was verified argue that the Department
conducted a thorough and
comprehensive verification. and that the
petitioner’s request that best
information otherwise available be used
is. therefore. groundless.

DOC Position: The Department
conducted verifications at Ingematr,
Ingemarga. and Artemarmol. The
Department considers the responses of
these companies to be verified. We have
reported all significant issues raised at
verification. our verification methods.
and major discrepancies found. We do
not, however, consider the errors,
inconsistencies, and omissions found to
be of a frequency or magnitude which
would warrant rejecting respondent's
data and using petitioner’s data as best
information otherwise available.

We did not conduct a verification for
Modulgranito Iberico. a voluntary
respondent, because it failed to confirm
that all costs contained in its submission
were actual. Given that Modulgranito
[berico was not required to respond to
our questionnaire, we did not calculate
a separate margin based on best
information otherwise available. This
company will thus be subject to the
margin calculated for all other
manufacturers, producers and exporters.

We also did not conduct a verification
for Granitos Ibericos because it failed to
submit all of the requested information
(see DOC Puosition, Comment 3). This
respondent, however, had been
presented with a questionnaire, unlike
Modulgranito Iberica. Therefore,
consistent with our preliminary
determination. we used the highest
margin of all the responding companies
as the best information otherwise
availabie rather than the information
supplied by the petitioner for two
reasons. First, the petition discusees
only cut-to-size granite slabs or projects
whereas we believe that Gsanitos
Ibericos exports to the United States mot

only cut-to-size slabs. but also the other
granite products contained in the scepe
of the investigation. Second, the masrgins
set forth in the petition do oot appear 0
be the best information otherwise
available given the significant difference
between these margins, which are based
upon a constructed foreign market
value, and the margins calculated
through verification of lngemar,
Ingemarga, and Astemarmol

Comment 2: The petitioner argues that
the dumping margins calculated for two
of the respondents, Ingemar and
Ingemarga be “collapsed.” or weight-
averaged. and that the resulting rate be
applied to both companies. The
petitioner is concerned that because
both companies are owned by a single
family, the two companies could evade
the dumping law by redirecting U.S.
sales by the company with the higher
margin through the company with the
lower margin.

The respondents argue that the
companies should be treated separately
because they operate. for the most part.
as separate entities, and that any
attempt to evade the dumping law as
alleged by the petitioner would be
detected during an administrative
review.

DOC Position: Although not expressly
required by the Act, the Department has
a long-standing practice of calculating a
separate dumping margin for each
manufacturer or exporter investigated.
The issue, then. is whether Ingemar and
Ingemarga constitute separate
manufacturers or exporters for purposes
of the dumping law. We believe that,
under this set of facts, these companies
are not separate, and that it is
appropriate to calculate a single,
weighted-average margin for Ingemar
and Ingemarga.

The administrative record establishes
a close, intertwined relationship
between Ingemar and Ingemarga based
upon their joint ownership. Both
Ingemar and Ingemarga are owned
almost exclusively by the same
individuals and share the same board of
directors. Though only one transaction
took place between Ingemar and
Ingemarga during the period of
investigation, these companies at times
operate closely together. For example,
Ingemar and Ingemarga share
information on possible sales
opportunities. Ingemar and ligemargs
are also billed jointly by outlets in the
home market Finally. the joiat owners
of Ingemar and Ingemarga have directed
the day-to-day manufacturing process
for each company by specifyiag which
eatity. would muport granite and which
wotuld use local quarries. Indeed, the
production facilities at both companies
consist of the same type of equipment so
it would not be necessary to retool
either plant's {acilities before
implementing a decision te restructure
either company’s menufacturing
priorities. The only difference between
these commoaly-owned companies is
that one uses domestic granite and the
other, foreign granite, as inputs. Gives
these facis, it would be incarrect to

conclude that these entities constitute
two separate manufacturers or exporters
under the dumping law.

Comment 3: Respondent Granites
Ibericos argues that the best information
available for determining whether its
merchandise was being sold at legs-than
fair value is the margin for “all others.”
Respondent claims that it consistently
made good faith efforts to respond to the
Department’s questionnaires and shou!d
not be penalized by arbitrarily applying
the higher margin. which was that of a
company producing only tiles. Since
Granitos [bericos produces primanly
cut-to-size granite slabs. the best
information otherwise available would
be that relating to companies similarly
situated.

Petitioner urges the Department to use
petitioner’s data as best information
otherwise available because Granitos
Ibericos did not respond to the
Department's questionnaires.

DOC Position: Granitos [bericos dld
not provide the Department with
sufficient data to ascertain definitively
which granite products it sold to the
United States. So deficient were the
responses of this company that it was
not possible to undertake verification.
Therefore, we used the highest margin of
all the responding companies as the best
information otherwise avallable (see
DOC Position, Comment 1).

Comment 4: Petitioner argues that the
Department should have initiated a cost
of production investigation based on
petitioner’s allegation that respondents’
home market sates are being made
below their cost of production
Petitioner argues that this allegation
was submitted on a timely basis and
that the basis for this assertion is
reascnable. Respondents argue that the
Department has already reviewed
petitiomer’s ailegation and that the
petitioner has not supplied any new
evidence. Respondents argue further

that petitioner shouid not be allowed to
wait until after the preliminary
determination to allege sales at less
than cost based on data obtained prior
to the preliminary determination.

DOC Position: The Department agrees
with respoadents. Petitioner's request
that the Departmpent conduct a cost of
production investigstion was received
after the preliminary determination in
this investigation. Based on the facts in
this investigation, we determined that
we did not have sufficient time to .
conduct a full and proper investigation
of this allegation. Furthermore. we
beliecve that petitioner had sufficient
information prior to the preliminary
datermination to allow the filing of a
timely allegation. Therefore, we
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determine that petitioner's cost of

production allegation was not submitted -

in a timely manner,

Notwithstanding the fact that
petitioner’s allegation was untimely, we
reviewed the allegations using the
Department's cost of production figures
and sample sales of each company. We
found that less than one percent of the
sample sales were made at less than
cost.

Comment 5: Respondents Ingemar and
Ingemarga argue that a level of trade
adjustment was adequately justified at
verification by the documented costs of
the retail outlets in Spain. Petitioner
argues that the costs documented are
actually indirect selling experises and
are inadequate to document a level of
trade adjustment. Petitioner further
argues that respondents failed to
provide information which substantiates
that differences in price between the
United States and home market are due
to differences in costs.

DOC Position: We disallowed the
level of trade adjustment because
respondents failed to show that the
selling expenses incurred on U.S. sales
would have been incurred in the home
market had there been sales at the same
level of trade in that market.

Comment 8: Petitioner claims that
“tolled” sales may not have been
included in Ingemarga’s response and
that finishing work may not have been
included in the total price. Respondent
maintains that there were no “tolled”
sales and no finishing work was dorie on
U.S. sales.

DOC Position: The Department
verified that there were no tolled sales
and that finishing work was not done on
U.S. sales.

Comment 7: Respondent Artemarmol
claims that the proper comparison for
sales to the U.S. of Blanco Castilla tile is
the sales of Blanco Perla tile in the home
market. Respondent argues that Blanco
Castilla and Blanco Perla are virtually
identical in appearance, technical
characteristics, production costs, raw
material costs, and price of the finished
tile. Respondent argues that Azul
Imperial tile, the comparison used in the
preliminary determination, is different
from Blanco Castilla tile in physical
appearancs, production experience, and
raw material cost, and therefore should
not be used as a basis for comparison.

Petitioner argues that the Department
should continue to compare Blanco
Castilla tile to Agul Imperial tile -
because the price list used by
respondent to show that Blanco Perla -
and Blanco Castilla are sold at the same
price is outside the period of .
investigation and thus cannot be undu

impartiat evidence. - -

DOC Position: The Department agrees
with respondent. Verification
substantiated that the characteristics of
Blanco Perla are more similar to those of
Blanco Castilla than those of Azul
Imperial.

Comment 8: Petitioner argues that
since four of Artemarmol's U.S. sales
were found to be denominated in U.S.
dollars, other sales may have been
converted to pesetas or dollars using
incorrect exchange rates. Petitioner
urges the Department to use the
exchange rate on the date the invoice

was paid. Respondent maintains that all -

other sales were made in pesetas, and
the Department used the correct
exchange rates in the preliminary
determination.

DOC Position: The Department agrees
with respondent. The Department has
converted all sales found to be
denominated in pesetas at the Federal
Reserve Bank rate in effect on the date
of sale, in accordance with § 353.56(a)(1)
of our regulations.

Comment 9: Petitioner urges the
Department to adjust Artemarmol’s U.S.
sales to take into account the fact that
inland freight on these sales is provided
free of charge. Respondent argues that
this issue is not relevant in an
antidumping duty investigation.

DOC Position: The Department
verified that Artemarmol incurred no
inland freight costs on its U.S. sales. We,
&erefore. have made no deduction for

is.

Comment 10: Petitioner urges the
Department to assign a zero value to
one of Artemarmol's U.S. sales which
‘was invoiced at no charge because there
was no written indication that the
merchandise was replacement granite.
Respondent claims that the transaction
in question involved the replacement of
tiles damaged in transit as evidenced by
a letter from the customer to the
Department provided in respondent’s
supplemental submission of May 31,
1988.

DOC Position: The Department agrees

" with respondent. Although there was no

written proof on the invoice that this
sale was for replacement granite. we
can assume from Artemarmol's past
experience and from the letter from the
customer involved in this transaction
that the sale was not simply given away
free of charge, but was for replacement
granite.

Comment 11: Petitioner argues that
the Department must include the one
slab sale made by the respondent
Artemarmol to the United States.
Respondent argues that this sale should
not be included because it was merely a
“pass-through' transuction to .

‘ accommodate its customer. Lo,

respondent purchased the slabs from an
unrelated supplier and shipped and sold
the siabs to its U.S. customer.

DOC Position: The Department has
not included the one slab sale for the
following reasons. First, based on the

~ November 1986 purchase order for

granite tile. which was sold on the same
invoice as the slab sale, we believe that
the slab sale was outside the period of
investigation. Second. the Department
verified that the slabs sold were a
product of another company.
Artemarmol acted in this transaction as
a middleman. It bought the slabs from
another company and shipped them
directly to its U.S. customer without
further manufacturing. When a producer
is.unrelated to a middleman and the
producer knows that its good is destined
for the United States, it is our practice to
use the price the producer charges the
middleman as the U.S. price. Since the
producer which utilized Artemarmol as
a middleman was not presented a
guestionnaire, we did not attempt to
verify any information related to this
sale.

Comment 12: Petitioner argues that
Artemarmol's statement that it has no
advertising or promotional expenses
with reapect to sales to “second-level
customers or end-users in the U.8.”
implies that respondent does incur
expenses for first-level customers. The
Department should, therefore, apply an
advertising expense using the best
information available. Respondent
claims that the language it used
conforms to the language used in the
Department’s questionnaire.

DOC Position: The Department did
not make the adjustment requested by
petitioner because we verified that
respondent does not incur any

. advertising directed at the customer’s

customer. We do not make an
adjustment when the advertising is
directed towards the party purchasing
from the manufacturer or exporter.

Comment 13: Petitioner argues that
the Department should use best
information as provided by petitioner
for waste loss and yield because
respondent Ingemar was unable.to
provide actual waste loss and yleld
information on a per project basis for all
granite types used.

Respondent notes that loss ratios
were verified for the major project's
primary color granite (which was the
majority of all cut-to-size granite under
investigation) and that the actual data
verified indicated that the yields used in
the submission were conservative.

" DOC Position: The Department agrees
that respondent’s waste loss

" methodology. which was developed for



Federal Register / Vol. 53, No. 124 / Tuesday. June 28, 1988 / Notices

A-82

24339,

specific granite widths from available
source documents, was an appropriate
method to determine the waste loss for a
project using a specific width of granite.
Calculations related to the loss were
lested extensively during verification.
The tested population encompassed the
majority of the cut-to-size granite under
investigation and was reconciled to
source documents. Therefore. no
adjustments were made to waste loss in
the submission.

Comment 14: Petitioner argues that
Ingemar’s lack of project-specific data
concerning sawing, finishing. and
dimensioning costs as reported in the
submission constitute “unverifiable
data.” Petitioner also argues that labor
and f{actory overhead costs reported by
respondent cannot be considered
verified because it utilized production
ratios in its allocation to the projects.
Petitioner thus concludes that the
Department should use best information
for sawing, finishing and dimensioning
costs and production ratios for purposes
of the final determination.

Respondent notes that its intemal
records are not normally kepton a
project-specific basis, but that the
production ratio methodology used for
the submission is an integral part of its
internal accounting system and was
verified on a company-wide basis for
the major granite types used in the
projects under investigation.

DOC Position: Respondent’s
methodology and calculations for
sawing, finishing and dimensioning
costs were tested extensively during
verification. The labor and factory
overhead coets reported for these
processes were traced to the appeopriate
cost conters and to source documents.
Production ratios (the square meters of
slabs produced from a cubic meter
(commercial volume) of block) for
different granite types and widths were
compared with actual records. Since
these reconciled. no adjustments were
made to the production ratios used to
prepare the submission or to the labor
and factory overhead costs.

Comment 15: Petitiones contends that
depreciation expense reperted in the
submissioa by Ingemer is incorrect
because it is based an an allocation
method using the prior year's
depreciation expense.

Ingemar explains that depreciation is
only computed at year emd, after the
submission had been prepared, and
therefore an estimate for depreciation
was commputad using prior year financial
statements to record deprecistion
expense. Repondent also notes that the
reconciliation of the manual accounting
system (from which the submission was

prepared) to the electronic data

processing general ledger system (which
computes the year-end depreciation)
verified thadt the use of the manual cost
data did not result in a distortion of the
costs of production used for constructed
value.

DOC Response: The depreciation
expense reported in the submission
could be compared to the actual
depreciation expense computed for the
year-end financial statements reviewed
during verification. Therefore, no
adjustments were made to the amount
included in the submission.

Comment 16: Petitioner argues that
the Department should allocate all
expenses incurred by respondent to
perform finishing workshop process
=408 (craftsman processes performed on
cut-to-size granite) to U.S. sales, since
respondent was unable at verification to
recompute the amounts reported in the
submission for this process.

Respondent notes that all special
processes that have units of production
were relatively easy to allocate to the
projects on a basis of cost per unit of
production. Process #408 had no units of
production on which to base am
allocation. Respondent also notes that it
was a relatively small processing cost
item in the projects.

DOC Poasition: In the allocation of
Ingemar’s costs to the cut-to-size
projects under investigation, the
Department noted that the allocation of
labor and factory overhead costs to
finishing process #408 reported in the
submission did not reconcile to
allocated amounts calculated during
verification. Therefore, the Department
has adjusted the labor and factory
overhead allocation per project for this
specific process by the percentage of
difference between the reported and
verified data.

Comment 17: Petitioner believes that
no drafting expenses were reperted by
Ingemar in the constructed values
reported for the cut-to-size projects in
the submissian.

Respondent states that the drafting
cost to which the petitioner refers is not
incurred by Ingemar. it is instead
incurred by purchasers of cut-to-size
granite from Ingemar. Respondent
further states that all in-house expenses
related to the costs of the cut-to-size
drawings have been included in the
reported SG&A expenses.

DOC Position: Department
reviewed blueprints daring verification
specifying dimensions of cut-to-size
pieces of gragite used in the projects
ender i ion and noted that the
drawings had been prepared by the
client, not ingemar. AR costs reported in
the sabmission (including SGAA) were
reconciled to Lagemar’s ecoownting

records for the period of investigation,

. and no adjustments were made for

drafting expenses for the final
determination.

Comment 18: Respondent Ingemar
requests that the Department use the
verified financial expenses as reported
in the submission, citing the fact that
certain financial expenses reported in
the company financial statements have
been identified and reported as
adjustments to sales in the submission.
Therefore. to include as SG&A the entire
amount of financial expense per the
financial statements, without adjusting
the selling expenses, will result in

" counting financial expenses twice.

DOC Position: The Department
reviewed during verification the SG&A

-expenses as reported in the submission

and noted that certain adjustments were
made by Ingemar to the financial
expenses to avoid double counting those
financial expenses which were reported
ag adjustients to sales, e.g.; credit
expenses.

For fmancial expenses incurred for
bad debts, the Department determined
that the provision for bad debts and
collection on bad debts in excess of
reserves, as reported in the SG&A, did
not properly belong in the SG&A for the
cut-to-size projects under investigation.
Ingemar made a provision for future bad
debts and recorded the collection of
prior bad debts. These provisions,
however, did not affect the specific
costs of the projects under investigation.
Therefore, the SG&A expense as
calculated for Ingemar by the
Department for the cut-to-size projects
ander investigatioa does not include
provisions for, or collections of, non-

" project apecific bad debt.
Continuation of Saspsnsion of

Liquidation
In accordance with section 733(d) of

the Act, we are directing the US.
Customs Service i suspend liquidation
of all entries of certain granits products
from Spain for all manufacturers/
producers/exporters that are entered, or
withdrawn from warehouse, for
cansamption, on or after the date of -
publication of this notice in the Federal
Register. The Customs Service shall
require a cash deposit or the posting of a
bond equal to the estimated amounts by
which the foreign market valtue of the
meschandise subject to this
investigation exceeds the United States
‘price as shown below. The suspension

. will rensin in effect wntil further notice.
The weighted-sverage margins are as
follows:
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) —  withdrawn from warehouse, for SUPPLEMENTARY INFORMATION: -
* Manufacturer/Producet/Exporter 9“2,1’3‘,.':. " consumption after the suspension of Final Determination
. age liquidation, equal to the amount by

Granertos Ibericos. S.A. .. 2.19%
Ingemar, S.A. /lngemarga 1.78%
Artemammol, S.A... 2.19%
All Others. 1.93%

Article VLS of the General Agreement
on Tariffs and Trade provides that
“[njo . . . product shall be subject to
both antidumping and countervailing
duties to compensate for the same

- situation of dumpmg or export
subsidization.” This provision is
implemented by section 772(d)(1)(D) of
the Act, which prohibits assessing
dumping duties on the portion of the
margin attributable to an export
subsldy since there is no reason to

- require a cash deposit or bond for that
amount. However. in the countervailing

- duty investigation, thé suspension of

" liquidation on entries of the subject

merchandise was terminated on April

. 22,1988, in accordance with Article 5,
paragraph 3 of the Agreement on.
Interpretation and Application of -

“Articles V1, XVI, and XX11I of the
General Agreement on Tariffs and
Trade. Since no bonds or deposita are
currently being posted in the

* countervailing duty investigation, the
level of export subsidies (as determined

“in the final affirmative countervailing
duty determination on certain granite

- products from Spain) will not be
subtracted from the dumping margin for
cash deposit or bonding purposes. If the
ITC makes an affirmative determination
of injury, in both investigations, tho
level of export subsidies will be
subtracted from the dumplng margm for
cash deposit purposes. _ »

The cash deposit or bonding rate
established in the preliminary .

- antidumping duty determination shall

remain in effect with respect to entries
or withdrawals fros warehouse made
prior to the date of publication of this
notice in the Federal Register. This
suspension of liquidation will remain in
effect until further notice. :

. which the foreign market value exceeds

the United States price.

This determination is published pursuant to
section 735(d) of the Act (19 U.S.C. 1873d(d)).

june 21, 1988.
Jan W. Mares,

Assistant Secretary for Import
Administration:

{FR Doc. 88-14548 Filed 6-27-88; 8:45 am]}

BHLING CQOE 3510-08-4

‘'[C-469-702]

Flnal Aftfirmative Countervailing Duty
Determination; Certain Granite
Products From Spain

AGENCY: Import Administration,

- International Trade Administration,

Commerce. -

AcTION: Notice.

SUMMARY: We determine that benefits
. which constitute subsidies within the

meaning of the countervaliling duty law

- are being provided to manufacturers,
producers or exporters in Spain of

certain granite products as described in
the “Scope of Investigation” section of
this notice. The estimated net subsidy

-and duty deposit rates are specified in

the “Suspension of Liquidation™ section
of this notice.
We have notified the U.S.

".International Trade Commission (ITC})

of our determination. If the ITC

"‘determines that imports of certain
. granite products materially injure, or

threaten material injury to. a U.S.

industry, we will direct the U.8. material

injury to, a U.S. industry, we will direct
the U.S. Customs Service to resume

suspension of liquidation of all entries of

certain granite products from Spain that
“are entered or withdrawn from

warehouse, for consumption. on or after

the date of publication of our

countervailing duty order and to require

“aduty depont on entries of the subject

ITC Notification

" In accordance. with section 735(d) of
the Act, we have notified the ITC of our
determination. If the ITC determines
that material injury, or threat of material.
injury, does-not exist, this p
will be terminated and all oecuriﬂel
posted as a result of the suspension of
liquidation will be refunded or -
cancelled. However, if the, ITC
determines that such injury does exist,
the-Department will issue an -
antidumping duty order on certain . -
granite products from Spain, entered, or

_of Investiga

merchandise in an amount equal to the
appropriate duty deposit rate as
described in the “Suspension of
Liquidation" section of this notics.

_EFFECTIVE DATE: June 28, 1968.
. FOR PURTHER INFORMATION CONTACT:

Loc Nguysn or Barbara Tillman, Office

Department of Commerce, 14th Street
and Constitution Avenue NW.,
Washington, DC 20230: telephone: (am
377-0107 (Nguyen) or 377-2438

(Tillman).

tions, Import Administration,
International Trade Administration. U.S.

Based on our investigation. we
determine that benefits which constitute
subsidies within the meaning of section
701 of the Tariff Act of 1930, as amended
(the Act), are being provided to
manufacturers. producers or exporters
in Spain of certain granite products. For
purposes of this investigation, the

_following programs are found to confer

subsidies:

* Certain types of short-term loans
provided under the Privileged Circuit
Export Credits Program.

* Regional Investment Incentives

—CGrants under the Large Area of
_ Industrial Expansion of Galicia
‘Program (LAIEG)
~—Preferential access to official credit
under LAIEG

* Grants under Basque decree 153/
1985.

-* Rebates of interest on Long-term

loans under Galician Decree 82/1984.

Case History

- Since the publication of the
preliminary determination (Preliminary
Affirmative Countervailing Duty
Determination: Certain Granite
Products from Spain (52 FR 48737,
December 24, 1987) (Certain Granite),
the following events have occurred.

On December 30, 1987, petitioner
requested an extension of the final
determination to correspond with the
antidumping final determination. On
]anuary 28, 1988, we published a notice

- agreeing to this extension (53 FR 2521,

January 28, 1888). On March 10, 1988,
respondents requested an extension of
the antidumping determination from
May 4, 1888, to June 21, 1868. On April
18, 1988, we published a notice agreeing
to this extension (53 FR 12713, April 18,
1988).

Supplemental questionnaire responses
were submitted by Ingemar, S.A.
(Ingemar) and Ingemarga. S.A.
(Ingemarga) on January 25. and February
10, 1988 Ingemarga also submitted a
supplemental response on February 4.
1988. Artemarmol. S.A. (Artemarmol),
Granitos [bericos-Grayco, S.A. (GIG),
and Santal, S.A. (Santal) submitted
supplemental questionnaire responses
on January 27, 1988. Ramilo, S.A.
(Ramilo) submitted a supplemental
questionnaire reponse of February 8,
1888. We.conducted verification in
Spain from February 8. to March 3, 1988,
of the questionnaire responses of the
govemment of Spain. Artemarmol. GIG,
Ingemar, Ingemarga. Ramilo..and Santal.

Amended responses based on
information reviewed at verification
were submitted by Artemarmol. GIG.
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Ramilo, and Santal, on March 30 and
June 13, 1988. Ingemar submitted
amended responses on April 5, April 12,
April 19, May 27, 1988. Ingemarga

submitted amended responses on April 6

and May 27, 1988.

Although ne public hearing was held,
initial briefs were filed by petitioner and
by all respondents except the
government of Spain on May 16, 1988.
Rebuttal briefs were filed on May 23,
1988, by petitioner and all respondents.

Scope of Investigation

The products covered by this
investigation are certain granite
products from Spain. Certain granite
products are 3% inch (1 cm) to'2%z inches
(6.34 cm} in thickness and include the
following: Rough sawed grante slabs;
face-finished granite slabs: and finished
dimensional granite including, but not
limited to. building facing, flooring, wall
and floor tiles, paving, and crypt fronts,
Certain granite products do not include
monumental stones, crushed graaite, or
curbing. Certain granite products are
curently classified under TSUSA. item
number 513.7400 and under HS item
numbers 2516.12.00, 6802.23.00 and
6802.93.00.

Analysis of Programs

For purposes of this final
determination, the period for which we
are measuring subsidies (“the review
period”) is calendar year 1888, which
corresponds to the fiscal year of all the
respondent companies.

In our original questionnaire of August

27, 1887, we requested the government
of Spain to identify all producers and
exporters of the subject merchandise to
the United States. On September 22,
1987, the government of Spain identified
Artemarmol, GIG, Ingemar, Ingemargs,
Santal, Granitos Espanoles. S.A. (GB).
and Marmoles y Granitos de Espana.
S.A. (Ma&G) as exporters of products
under the Spanish basket tariff numbers
which include the subject merchandise.
Ramilo, along with several of the above-
cited corapenies, was identifled as an
exporter under the basket tariff oumbers
in a September 18, 1987, telegram from
our Embassy in Madrid. The Spanish
government stated that it was very
difficult to establish which companies
actually export the subject merchandise
to the United States. since the Spanish
tariff classification includes all kinds of
stone. Therefore, between September 22,
1987, and November 13, 1982, we kad
various discussions and correspondence
with the Embassy of Spain attempting to
identify actual exporters of the subject
merchandise. On October 14, 1967, we
received the government of Spain's
response in which four compesies,

Artemarmol, GIG, ngemdr and
Ingemarga, were identified as producers
and exporters of the subject
merchandise. On the same date, we also
réceived responses from these four
companies.

Upon reviewing the responses, the
export statistics submitted by the
government of Spain and the télegram
from our Embassy in Madrid. we
determined that there appeated to be
four more companies exporting the
subject merchandise: GE. M&G. Ramilo,
and Santal, which had not reésponded.
Thus. on November 13, 1987, we
requested in our supplemental
questionnaire that these four companies
respond by November 27.1987. On
November 27 and December 1. 1967,
respectively, we received responses
from Ramilo and Santal. In our
preliminary determination, we stated
that, if GE and M&G had not responded
by the date of the preliminary
determination, we might have to use
best information available to calculate a
rate for them in accordance with section
778(b) of the Act. Since we received no
responses from GE and M&G, we are
using as best information available for
these compamies the sum af the highest
individual company rates found under
each program in this determination,
which is 3.77 percent ad valorem.

In countervailing duty investigations,
it is our practice to calculate a country-
wide rate. In calculating the country-
wide rate, we normally calculate an
average rate for all companies based on
the sum of the benefits under each
progvam divided by the sum of relevant
sales. In this case, however, we cannot
include GE and M&G in the calculation
of the eountry-wide rate because we
have no mformation on the value of

‘thefr exports of the subject merchandise

to the United States. Therefore, these
two compenies are receiving a separate
rate and have not been included in the
calculstion of the coumtry-wide rate.
Based upon our analysis of the
petition. the responses to our
questionnaire, verification, and written
comments from respondents and
petitioner, we determine the following:

1. Programs Determined To Coafer
Subsidies

We dstermine that subsidies are being’

provided to manufacturers, producers or
exporters in Spein of certain granite
products under the following programs:
A. Certain Types of Short-Term Loans

Under the Privileged Circuit Export
Credits Program (PCECP} -

We verified thet exporters of certam
granite products from Spetn sre
benefitting from a system of short-term

preferential loans mandated by the
government of Spain for exporters.
Under this system of “privileged-circuit
export credits,” at least four types of
loans are aileged to be available to
exporters of certain granite products: (1)
Working capital loans. (2) pre-financing
of exports, (3) short-term export credits
or post-fihdncing of exports, and (4)
commercial service loans.

The govetnment of Spain required all
Spanish commercial banks to maintain a
specific percentage of their lendable
funds (the “investment coefficient”) in
privileged-circuit accounts. These funds
‘were made available to exporters at
below-market interest rates.

Under the terms of a Treasury Order
dated April 14, 1982, the working-capital
loan program for exporters was
gradually phased out and terminated as
of January 1, 1988. The other three types

_ of export financing under the PCECP

were terminated as of March 6, 1987, by
Royal Decree 321/1987, issued on
February 27, 1987.

While there was no direct outlay of
government funds. the benefits
conferred on the companies were the
result of a government-mandated
program to promote exports. We verified
that the producers and exporters of
certain granite producis received three
of the four types of PCECP loans:
working-capital loans. pre-financing and
post-financing export loans.

. 1. Working Capital Loans. Under the
PCECP, firms were able to obtain - .
waorking capital loans for one year,
although we found at verification that
some loans were paid off a few weeks
late. The emount of loans for which &
firm was eligible was based on
cpodﬁed percentage of its previous
year's exports. These loans were no
longer available as of january 1. 1988,
pursuant to & Treasury Order of April

" 14, 1982. We verified that GIG, Ingemar,

and Ramilo had working capml loans
outstanding during the review period.
As stated sbaove, although no direct
outiay of government funds was used to
finance these loans, they were the result
of a government-mandated program lo

. promots exports. Becauvee eligibility for

this type of financing was contingent
upon exports, we determine that it is
countsrvailable to the extent that it was
offered st preferential rates.

To determine whether these loans
were made at preferential rates, we
compered the interest rates charged on
working-capital loans with the
appropriate benchmark interest rate.
Because the terms of these loans were &
year, we determimne that the most
appropriate benchmark is the “one lo
three years” lending rate charged by
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Spanish private banks as published in
the Boletin Estadistico of the Banco de
Espana. This comparison shows that the
interest rates on these export loans are
below the benchmark. Accordingly, we
determine this program to be
countervailable.

To calculate the benefit, we followed
the short-term loan methodology which
has been applied in virtually all final
countervailing duty determinations and
which is described in more detail in the
Subsidies Appendix attached to the
notice of Cold-Rolled Carbon Steel Flat-
Rolled Products from Argentina: Final
Affirmative Countervailing Duty
Determination and Countervailing Duty
Order (49 FR 18006, April 26, 1984). We
compared the amount of interest
actually paid during the review period to
the amount the companies would have
had to pay had the loans been at the
benchmark commercial rate. We
verified that working-capital export
loans were not tied to specific export
transactions. Therefore, for the country-
wide rate, we allocated the 1986 benefits
of Ingemar and Ramilo over the total
value of exports of those respondent
companies whose overall estimated net
subsidy rates are above de minimis {0.50
percent or above). The country-wide
rate for this program is 0.23 percent ad
valorem. The rate is 0.32 percent ad
valorem for GE and M&G. The rate is
0.02 percent ad valorem for GIG and
zero for Santal.

We verified that this program was
terminated by a Treasury Order of April
14. 1982, effective January 1, 1988, and
that the respondent companies made the
last interest and principal payments on
this type of loan before our preliminary
determination. Therefore, we determine
that the duty deposit rate is zero for this
program.

2. Pre-financing of Exports. We
verified that the maximum term of pre-
financing export loans was up to sevea
months and that Artemarmol, Ingemar
and Ramilo had pre-financing export
loans on which interest was paid during
the review period. Although no direct
outlay of government funds was used to
finance these loans, they, like the
working-capital loans, were the result of
a government-mandated program to
promote exports. Because eligibility for
this type of financing was contingent
upon exports, we determine that it was
countervailable to the extent that it was
offered at preferential rates.

To determine whether these loans
were made at preferential rates, we

compared the interest rates charged on

pre-financing export loans to the
appropriate benchmark., which we
determine is the “three-month” lending
rate charged by Spanish private banks

as published in the Boletin Estadistico
of the Banco de Espana. This
comparison shows that the interest rates
on these export loans were below the
benchmark. Accordingly, we determine
this program to be countervailable.

To calculate the benefit arising from
these loans, we compared the amount of
interest actually paid during the review
period to the amount the companies
would have had to pay had the loans
been at the benchmark commercial rate,
in accordance with our short-term loan
methodology. We verified that pre-
financing export loans were tied to
specific export transactions. We also
verified that the loans were provided on
shipments to the United States that
included products other than the subject
merchandise. Therefore, we allocated
the 1986 benefits for Artemarmol,
Ingemar and Ramilo over the value of
exports of all products to the United
States of all non-de minimis respondent
companies to calculate an estimated net
subsidy of 0.32 percent ad valorem. The
estimated net subsidy for GE and M&G
is 0.47 percent ad valorem. The rate is
zero for GIG and Santal.

Even though this program was
terminated by government decree as of
March 6, 1987, we verified that interest
and principal on loans given under this
program were still outstanding after the
date of our preliminary determination.
Since benefits were still being provided
under this program after our preliminary
determination, (i.e., the date of our
suspension of liquidation), we do not
consider the termination a program- .
wide change for purposes of calculating
a separate duty deposit rate in this
investigation.

3. Post-Financing of Exports. We
verified that Artemarmol received post-
financing export loans of up to seven
months during the review period.
Because availability of this type of
financing is contingent upon exports, we
determine that it is countervailable to
the extent that it is offered at
preferential rates.

To determine whether these loans
were made at preferential rates, we
compared the interest rates charged on
post-financing export loans during the
review period to the appropriate
benchmark, which we determine is the
“three-month’ lending rate charged by
Spanish private banks as published in
the Boletin Estadistico of the Banco de
Espana. This comparison shows that the
interest rates on these export loans are
below the benchmark. Accordingly. we
determine this program to be
countervailable.

To calculate the benefit arising from
these loans, we compared the amount of
interest actually paid during the review

period to the amount the companies
would have had to pay had the loans
been at the benchmark commercial rate,
in accordance with our short-term loan
methodology. We verified that the post-
financing export loans reported by
Artemarmol were tied to specific
shipments of the subject merchandise to
the United States.

Therefore, we allocated Artemarmol's
1986 benefit over the value of exports of
the subject merchandise to the United
States of all non-de minimis respondent
companies to calculate on 0.03 percent
ad valorem. The estimated net subsidy
for GE and M&G is 0.50 percent ad
valorem. The rate is zero for GIG and
Santal.

Even though this program was -
terminated by government decree as of
March 8, 1987, we verified that interest
and principal on loans given under this
program were still outstanding after the
date of our preliminary determination.
Since benefits were still being provided
under this program after our preliminary
determination. {/.e.. the date of our
suspension of liquidation), we do not
consider the termination a program- -
wide change for purposes of calculating
a-separalté duty deposit rate in this
investigation. '

B. Regional Investment Incentives

Petitioner alleged that the granite
industry in Spain may have benefitted
from certain regional investment
programs. :

1. Grants under the Large Area of
Industrial Expansion of Galicia Program
(LAIEG)—~Royal Decree 1409/1981. In
1981, the government of Spain
established a program entitied “Large
Area of Industrial Expansion” (LAIE) to
award grants and loans to companies in
certain areas of Spain. We verified that
through Royal Decree 1409/1981 of June
19, 1981, the Government of Spain
established the program entitled “Large
Area of Industrial Expansion of Galicia™
to award grants or loans for investment
in new capital goods and/or for
generation of employment to companies
in the region of Galicia and to
companies in other parts of Spain that
plan to invest in Galicia.

Because this program is funded by the
central government of Spain to benefit
companies that do business in a specific
region, we determine that this program
confers a subsidy. GIG and Ingemarga
received grants under this program.

In allocating subsidies. we prefer to
use the weighted cost of capital as the
discount rate: however, in this case. the
government of Spain was unable to give
us the national average rate of retum on
equity. Therefore, we were unable to
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calculate the weighted cost of capital for

GIG and Ingemarga. Instead. we are
using as a surrogate discount rate the -
national average commercial interest
rate for loans of “over three years™ for
the year in which the grant was
authorized. This rate is published by the
Banco Jde Espana in its Boletin
Estadistico.

In accordance with past practice. we
first determined if the amounts received
by Ingemar and GIG were more than
0.50 percent of the value of each
company's total sales for the year in
which the grant was disbursed. Since
each of the grants exceeded 0.50 percent
of sales, we allocated the grants over
the average useful life of equipment in
the granite industry. which is 15 years.
ag stated in the 1977 IRS Asset Class
Life Depreciation Range System. to
arrive at the benefit received during the

review period. Use of the IRS tables is in

accordance with past practice and is
described in detail in the Subsidies
Appendix. Because the overall subsidy
rate for GIG is de minimis, we
calculated the country-wide rate for this
program by dividing Ingemar’s benefit
over total sales of all non-de minimis
respondent companies to arrive at an
estimated net subsidy of 0.39 percent ad
valorem. The estimated net subsidy for

GE and M&G is 2.07 percent ad valorem.

The rate is 0.43 percent ad valorem for
GIG and zero for Santal.

2. Preferential Access to Official
Credit under LAIEG—Royal Decree
1409/1981. Ingemarga received long-term
financing from official lines of credit
through the LAIEG program, which was
outstanding during the review period.

Because this program is provided by
the central government of Spain to a
specific region of Spain, we determine
that this program is limited to a specific
enterprise or industry. or group of
enterprises or industries. To determine
whether these loans are given at rates
that are inconsistent with commercial
considerations, we compared the
interest rates to the appropriate
benchmark.

For fixed rate long-term loans to
creditworthy companies, we prefer to
use a company-specific commercial loan
rate whenever possible. However, in
this case, we verified that Ingemarga did
not receive comparable commercial
long-term credit in the year in which it
received the LAIEG loan. Therefore, we
used as our benchmark the national
average commercial interest rate for
loans of “over three years"” applying to
the year in which the terms of the loan
were agreed upon. This rate is published
by the Banco de Espana in its Boletin
Estadistico. Because the interest rate
charged to Ingemarga is lower than the

benchmark. we determine that the loan
is inconsistent with commercial
considerations.

To calculate the benefit. we followed
our loan methodology for fixed rate
lung-term loans, which has been
described in numerous previous cases.
For the discount rate, we used the
benchmark interest rate because we
were unable to obtain the national
average rate of return on equity which
would have allowed us to caiculate a
weighted cost of capital.

For the country-wide rate, we
allocated Ingemarga’s 1986 benefit over
total sales of all non-de minimis
respondent companies to calculate an
estimated net subsidy of 0.05 percent ad
valorem. The estimated net subsidy for
GE and M&G is 0.28 percent ad valorem.
The rate is zero for GIG and Santal.

C. Grants under Basque Decree 153/1885

Decree 153, issued by the Basque
regional government in 1985, established
grants for commercial promotion
activities, such as market studies,
market survey studies, and
establishment or expansion of
commercial entities or divisions
specializing in promotional activities.
The amount of the grants can be up to 20
percent of investment costs in capital
goods with a cap of 5,000,000 pesetas
and up to 25 percent of operating costs
during the initial period, with a cap of
two years and 4.000,000 pesetas.
Funding for the program is provided by
the Basque regional government from its
general revenue.

The decree states that grants are to be
used for commercial promotion
activities that will contribute to “the
exportation of the productive sectors of
the Basque country.” We verified that
Ingemar received a grant under this
program and that the grant was for the
purpose of establishing a subsidiary
company in the United States to
promote commercial activities {n this
country. Since this grant was provided
to promote exports to the United States,
we determine that it constitutes an
export subsidy.

Ingemar received the grant under this
program during the review period and
the amount received was less than 0.50
percent of the value of its exports to the
United States during the review period:
therefore, we allocated the entire
amount of this grant to the review
period. We used exports to the United
States for the 0.50 percent test because
the grant was given specifically to
establish commercial activities in the
United States.

For the country-wide rate, we
allocated the amount of the grant over
the value of exports to the United States

of all non-de minimis respondent
companies to calculate an estimated net
subsidy of 0.04 percent ad valorem. The
estimated net subsidy for GE and M&G
is 0.05 percent ad valorem. The rate is
zero for GIG and Santal.

D. Rebates of Interest on Long-Term
Loans under Galician Decree 82/1984

On May 24, 1984, the Galician
government passed Decree 82 to assist
small and medium-sized companies
registered in Galicia or making
investments in Galicia. This assistance
is.given in the form of interest rebates.
An agreement was signed in the same
year between the Galician government
and the commercial banks in Galicia to
carry out this program. Funding for the
program is entirely from monies
collected by the Galician government
from lotteries, bonds and patrimonial
transactions. The rebates are awarded
by the Chancery of Labor. Industry and
Tourism and are paid out by the
Chancery of Economy and Finance.

In 1984 and 1985, rebates were given
on loans taken out for working capital
as well as for new investment. By 19886,
rebates were no longer given for
working capital loans. We verified that
all industries in Galicia are eligible for
and have received the basic benefits of
five percent for 1984 and 1985 and three
percent for 1988 under this program.
Therefore, we determine that the basic
rebate level is not limited to a specific
enterprise or industry, or group of
enterprises or industries and is not
countervailable.

However, we also verified that
additional percentage points are given
to companies for sector preference and
special zone preference. Special zone
preference percentage points are given
to any company located in special
industrial areas or industrial parks or
structurally deprived zones. Sector
preference, we were told at verification.

refers to any company producing
products whose inputs are found in
Galicia. Respondents did not inform us
of these additional percentage points
until verification. Since the additional
percentage points for special zone
preference are given only to companies
located in specific areas designated by
the Galician government, we determine
that they confer a subsidy. As for the
percentage points given for sector
preference, we were not provided with
any information or documentation to
show how many sectors or industries
received this additional sector
preference; therefore, we determine that
this-additional benefit also confers a
subsidy.
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We verified that Ingemarga and
Ramilo received additional percentage
points of rebates during the review
period.

To calculate the benefit arising from
these rebates. we divided the total
amount of rebates received in Ingemarga
and Ramilo during the review period by
the total percentage points received,
then multiplied the result by the
additional percentage points received by
these companies. For the country-wide
rate. we divided the benefits due to the
additional percentage points of rebate
received in 1986 by Ingemarga and
Ramilo by the total 1988 sales of all non-
de minimis respondent companies to
arrive at an estimated net subsidy of
0.02 percent ad val/orem. The estimated
net subsidy for GE and M&G is 0.08
percent ad valorem. The rate is zero for
GIG and Santal.

I1. Programs Determined Not To Confer
A Subsidy

We determine that subsidies are not
being provided to manufacturers,
producers or exporters in Spain of
certain granite products under the
following programs:

A. Exemption of Import Duties on
Imported Tools and BEquipment—Law 1/
1960 and Decrees 2386/835 and 932/1888

As part of its entry into the European
Economic Community (EEC), Spain wes
required under Articles 31 and 37 of the
Ascension Treaty to bring its tariff
system into confermity with EEC rates
by the end of 1982, /.& it will levy no
duty on products imported from the EEC
and will levy applicable EEC rates on
imports from third countries.

RD 2588, which went inte effect om
January 1, 1986, and which was clarified
by RD 932 of May 9, 1986, is ene of the:
first steps towards expediting the
requirements of the Trealy. Based on \he
authority permitted uader Law 1/1988,
RD 2588 allows new equipment nsed is-
certain industries and secioes or in '
certain regions to be exempied :
automatically from duties ¥ the products
are not made in Spsin and are imported
from the EEC. These decrees specified
that companies throughsui Spain
dealing in 22 sectors and mdustries,
including aeronautics. electronics,
computer science. mining, energy.
pharmaceuticals, highway construction,
farm products, vehicles and vehicle
components, iron, steel, metal, textiles.
chemicals. naval, and elecirical
household appliance industries received
an automatic exemption of import duties
in 19686 and 1987.

In addition, any company within the
LAIE areas that does not deal in the 22.
sectors specified in the decrees can alse

apply for duty exemption on new
equipment, not made in Spain and
imported from the EEC. However, since
granite products subject to this
investigation are classified in the mining
sector. one of the 22 sectors that are
automatically exempt from duties on
imports not produced in Spain and
imported from the EEC, the respondent
companies do not receive import duty
exemptions due to location in an LAIE.

We also verified that, under Law 1/
1960, hundreds of other products in an
appendix, first published in 1965 and
occasionally updated, are exempted
from import duties if the products are
not manufactared in Spain and are
imported from the EEC. The maost recent
version of the 1965 appendix, which
specifically refers to Articles 31 and 37
of the Ascension Treaty, is 29 pages long
and includes hundreds of products
ranging from potatoes to medical
equipmesnt. hydraulic system pumps to
typewriters, textile fibers to chrome,
agricultural tractors to laser ray
generators. '

Since we verified that RD 2586/1985
and KD 932/1988 were established under
the auspices of Law 1/1860 and did not
set up a separate program and since the
exemptions provided to producers of the
subject merchandise under these
decrees are not limited to a specific
region ot to a specific enterprise ar
industry. or group of enterprigses or
industries, we determine that this
program f& not countervailable.

B. Grants under Guipuzcoa Decree 41/
1985 '

Decree 41/1885 of the pravincial
govenmant of Guipuzcoa administers
granis to amall companies within the
provinoe of Guipuzcoa. The decree lists
a wide ramge of sectors and industries
that ase eligible-to receive aseistance
under this program including chemicala,
agriculture, hotels, lmnd transpartation,
technical invastigations, services
rendered to companies, and other
manuiaeturing industries. We varified
that 23 sectars and/or industries
including fishing, smeiting and iron
works, mon-metal minerals, matallurgy,
mechanical shops. electrenics,
machinery. food, taxtiles, paper, rubber
and plastics, cansiruction, repairs,
transport. and services were approved
for grants im 1985 and 1988. We verified
that the funding for this progrem was
authorized by the Province of Guipuzcoa
and comes from the general budget of
the proviace. which is made up to taxes
collectsd by:the province. -

Since this program is available to
companies throughost the province of

. Guipuzcos and since fundiag for this

program is suthorized by the Guipuzcoa

gevernment and comes from the
Guipuzcoa genersl revenues. we
determine that ti is neither limited to a
specific enterprise or industry, or group
of enterprises or industries. nor is it
limited to a specific region and. .
therefore, it is not countervailable.

C. Interest Rebates on Long-term Loans
under Basque Government Program

Petitioner alleged that producers of
the subject merchandise benefit from
subsidies in the form of preferential
loans, loan terms and loan guarantees.
We vertfied that only one of the
companies involved in this investigation
received medium- or long-term loans on
terms inconsistent with commercial
considerations (See section 1.B.2. above).

‘We found, however, that Ingemar
received reimbursement of a part of the
interest it paid on long-term loans under
an agreement made between the Basque
regional government and the banks in
the Basque region. The agreement stated
that the program is available to all
industries in the Basque region. The
Basque government also provided us
with information indicating that over
2,000 companies in a broad range of
industries, including food, chemicals,
textiies, paper, electronics, construction,
public works, transportation,
wholesalers, retailers, and hotels have
received interest rebates under this
program.

Since that program is available to
companies throughout the Basque region
and since funding for this program is
authorized by the Basque regional
government and comes from the Basque
general revenues, we determine that it is
neither limited ta a specific enterprise or
industry, or group of enterprises or
industries, nor is it limited to a specific
region and, therefore, it is not
countervailable.

D. Geants Under Galician Decree 107/
1984

Decree 107/1984 is an umbrella decree
that establishes an overall program of
assistance. Under this decree, Galician
ministries or chanceries issue
ministerial orders creating assistance
programs to sectors or industries under
their autharity. The funds for these
programs come from the budgets of the
relevanmt miniatries. These ministerial
budgetas. ia turn, are authorized by the
Galician government and allocated from
the Galician regional budget.

The mining sector budget comes under
the auspices of the Chancery ol
Industry, Energy. and Commerce. On
October 19, 1984, the Chancery issued
an order providing assistance in ths
form of grants for fixed assets or
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investigative studies to mining
compdnies or associates of mining
companies in Galicia. We verified that
all types of mining in Galicia have
received grants under this ministerial
order. We also verified that other
sectors, industries. and groups such as
agriculture. fisheries, tourism, trade
associdtions. labor unions. and over 20
others have received grants under
Decree 107/1984.

Since this umbrella program provides
benefits to companies throughout the
region of Galicia and since funding for
this program is authorized by the
Galician government and comes from *
the Galician general revenues. we
determine that it is neither limited to a
specific enterprise or industry, or group
of enterprises or industries, nor is it
limited to a specific region and,
therefore, it is not countervailable.

E. Grants under Basque Decree 146/1985

We verified that Ingemar received a
grant from the Basque regional
government under Decree 148/1985 for
the generation of employment. The goal
of this program is to facilitate the
generation of employment in the Basque
country in order to resolve social needs,
provide access to the job market,
provide job training, create jobs and
reduce unemployment. Funding for this
program is authorized by the Basque . .
government and comes from the Basque
government’s general budget. According
to the decree. any company within the
Basque region is eligible to receive
| grants under this program as long as it
| has a net increase in the size of its staff.
| We verified that a variety of sectors,
industries, and groups throughout the
Basque regicn including agriculture,
fisheries, metals, chemicals, textiles,
leather, banks and insurance companies,
hotels and restaurants. construction,
transportation, retailers, and schools
| have received grants under this
program.

Because Decree 1468/1985 is not
limited to a specific area of the Basque
region or to a specific enterprise or
industry. or group of enterprises or
industries. we determine that it is not
countervailable.

II1. Programs Determined Not To Be.
Used

We determine, based on verified
| information. that manufacturers,
producers or exporters in Spain of
certain granite products did not apply
for. claim, or receive benefits during the
review period for exports of granite to
the United States under the following
programs. These programs were
described in Certain Granita, supra.
unless otherwise noted:

A. Commercial Service Export Loans
under the Privileged Circuit Export
Credits Program -

B. Warehouse Construction Loans

C. Loans and Loan Guarantees from the
Instituto Nacional de Industria (INI)

D. Free or Inexpensive Land

E. Grants from the Regional Board of the
Province of Alava

F. Zones for Urgent Reindustrialization
(ZURs)

Petitioner alleged that the granite
industry in Spain receives grants from
the government of Spain under the ZUR
program. The ZUR is part of the LAIE
program. We verified that none of the
companies under investigation have
facilities that are located in a ZUR.

G. Royal Decree 180/1985

In October 1984, the Government of
Spain, the Spanish business
confederations and the Spanish General
Workers' Union (UGT) ratified an
economic and social agreement to
generate employment. Royal Decree 180
formalized this agreement. There were
three types of grants given under this
program: (1) “Technical assistance™;
which gave grants for market or viability
studies; (2) “interest grants”. which gave
grants as partial pavments of principal
amounts of commercial loans taken out
by enterprises to finance a project; and
(3) “‘grants for fixed investments" which
gave grants to companies for payment of
fixed assets.

We verified that none of the
companies under investigation
benefitted from any RD 180 grants
during the review period.

H. Galician Decree 151/1884

At verification, we found that grants
and low interest loans under Galician
Decree 151/1984 were given to
companies in Galicia to stimulate
employment. This program was in effect
only during the last quarter of 1984 and
calendar year 1885. We verified that
none of the companies under
investigation received loans or grants
under this program prior to or during the
review period.

1V. Programs Determined Not To Exist

We determine, based on verified
information. that the following programs
do not exist. These programs were
described in Certain Granite:

1. Reduction in Imports Duties on
Imported Tools and Equipment

We verified that the only program for
reduclion and/or exemption of import
duties in Spain is the one discussed in
Section lL.A. above.

2. Reduction in Taxes

We found no indication that there wus
any program dealing with regional
reduction of taxes.

Interested Party Comments

Cumment 1. Petitioner argues that the
Basque programs should not be treated
as autonomous, but rather as programs
funded from general government of
Spain revenues for purposes of a
specific regional development scheme.
Even though the Basque government has
a unique arrangement in which it
collects all taxes within the Basque -
region and then, after a negotiation with
the government of Spain. pays a certain
amount of these revenues to the
government of Spain for national
services such as defense, petitioner
argues that the verification report does
not indicate what the other services
include (social security. roads.
telephones and telegraphs, etc.) nor does
it indicate what amounts are historically
paid to the government of Spain. ~ |
Without this type of information, it is.
impossible, in petitioner's view, to know
whether the central government is
merely transferring funds to the Basque
government.

Respondents argue that the Basque
governmen! is independent of the
government of Spain and that it has
express and sole authority to levy,
manage, inspect and collect a// taxes,
with the exception of those which apply
to customs and those collected as fiscal
monopolies. Furthermore, the sum
turned over to the government of Spain
is calculated using a predetermined
formula and is not an arbitrary amount.
Respondents state that the tax collecting
agreement between the government of
Spain and the Basque government dates
back to the late nineteenth century.

DOC Position: Whether taxes are
collected by the central government, the
regional government or the provincial
government, the decision as to whether
a program is countervailable because it
is a regional program and. therefore.
limited to a specific enterprise or
industry, or group of enterprises or
industries is based on which '
government authorizes or earmarks the
usage of the funds for the program.
There is no evidence that the tax
collecting arrangement of the Basque
region constitutes a direction of funds
from or by the national government to

the region. In this case. the funds are
taxes collected by the Basque
government and. except for the portiun
remitted to the central government.
constitute the general revenues of the
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Basque region. expenditure of which are
authorized by the Basque government.

In the case of the Basque region, taxes
are coilected by the three Basque
provinces. Some of the funds are then
paid by the provincial governments to
the regional government. which. in turn,
pays some of these funds to the central
government of Spain. Each government
authorizes and earmarks the use of its
own budget or revenues.

Fur the other regions, the central
government collects all taxes and gives
each regional government a share. That
share enters the regional governmeat's
generdl revenues. Whether the central
government coilects the tax revenue and
passes some back to the regions or the
regional government collects the taxes
and passes a share of those revenues to
the central government, the result is the
same. As long as it is the regional or
provincial government that earmarks the
use of its general revenue for programs
authorized by its legislature, the funding
of a program cannot be determined to be
from general central government funds
and, therefore, the program cannot be
construed as a regional subsidy.

Comment 2: Petitioner argues that any
programs administered by the Galician
government that are funded by national
tax revenues must be considered as part
of a regional development scheme and.
as such, are countervailable. Petitioner
argues that, even though some revenues,
such as revenue from bonds, lotteries,
etc., are collected by the regional
government, the funds used by the
Galician government to support its
regional development are based on
national revenues. Petitioner further
points out that nothing indicates that the
tax revenue allocation obtained by the
Galician government from the Spanish
government bas a direct correlation to
the amount of taxes coliected in that
region. Therefore, it is likely thet
national funds are disteibuied as the
national government seas Gt

Respondents argue thas the
government of Spain has ns cantral or
discretion over the Galician budget. nor
does it earmark any of the fusds i
transfers to Galicia; therefore, any
program whase funds are earmarked by
the Galician government from its own

budget and whose benefits are
““generally available” should be
determined not countervailable.

DOC Positior: The fact that the
-entral government allocates a certain
.mount of national taxes collected to
the general budget of a region or
province and the fact tmt some of this
money is then authorized and
appropriated by the regional or
provincial government to be used in
programs established by its legislatore

does not make these programs regional.
A program is determined to be regional
and. therefore, limited only when its
funding is specifically authorized by the
central government to benefit onlv some
regions within its jurisdiction as in the
case of the LAIEG program. {See section
LB}

We verified that the distribution of
tax proceeds provided by the central
government to the Galician government
went into the general revenues of the
province of Galicia and was not
provided for specific programs. (See also
DOC Position on Comment 1).

Comment 3: Petitioner argues that. in
determining whether a program is
limited ta a specific mdustry or
enterprise or group of industries or
enterprises, the Court of International
Trade {CIT) in Cabot v. United States.
620 F. Supp. 722 (CIT May 15, 1985)
{Cabot) and PPG Indmstries, Inc. v.
United States, Slip Op. 87-57 (USCIT
1987) (PPG Industries) requires the
Department to review the actual
availability and receipt of benefits under
each program angd determine whether,
inter alia, “a group of industries” has
benefitted as opposed to the society in
general. Petitioner argues that the fact
that there i a “variety” or “many’
industries, whether it be 10 er 18 sectors
or industries, does not mean that the
bemefits are not limited to a "specHic
group.”

Respondents point out that in PPG
Industries, the CIT held "that the mere
fact that a program contains certain
eligibility requirerenia foe participation
does not transform the program into one
which has provided a countervailabie
benefit.”

DOC Position: There is no conflict
between the CIT » most recent
pronouncemments and cur determination
in this case. Durimg this investigation.
we have reviewed both the laws and
regulatians governing various Spanish
programs as well as the actuai
availability and receipt of benefits under
such pregeams. in esch mstance, we
have made a iacmal detarmination
whether benefits wese comfesred in such
a manner 23 t@ be peoperly censidered
limited to a specific industry or group of
industries.

Comment 4 Pefitioner argues that,
since the Bonco db Bepona (Bank of
9pain) refused to cooperate in verifying
commercial retes for lcans. ths
Department shouid use the highest
average commercial intesest rate paid
by the respondents and verified by the
Department as the benchmark in this
investigation.

DOC Position: During verification. the
Bank of Spein refused to meet with us te
discuss the interest rates for loans

published in the Boletin Estadistico. In
this case, we considered it important to
discuss these rates to ensure that the
statistical base used in developing the
average rates does not include interest
on non-commercial loans such as
personal credit loans. mortgages. etc.

Since the Bank of Spain would not
meet with us. we examined published
informaticn on interest rates from such
independent sources of interest rate
information as the Morgan Guarantee
World Financial Markets and the
International Monetary Fund. The short-
and long-term interest rates from these
sources are comparable to the average
rates listed in the Boletin Estadistico.
During verification, we found that the
average comumercial interest rates paid
by the respondents are also within the
range of the average rates published by
the Bank of Spain. Therefore, we
determine that the average Boletin
Estadistico interest rates are the best
information available in this case.

Comment 5: Petitioner argues that
verification regarding the PCECP was
incomplete due to the refusal by the
Bank of Spain and the Banco Exterior to
meet with the verification team. Since
the date of when the last PCECP loan
was cancelled was not verified, the
Department should not consider the
program terminated.

Respondents argue that the
Department should find that the PCECP
is terminated, or in the alternative,
shauld impose a zero deposit rate for the
PCECP program, since the PCECP
program was completely phased out as
of March 6, 1987.

DOC Position. We verified at the
government of Spain the de jure
termination of the PCECP working
capital loans as of january 1, 1986. We
verified at the cormpanies that the last
PCECP warking capital loans were paid
off before our preliminary
determination. Therefore, we are taking
into account this termination and are
imposing & zere cash deposit rate for the
PCECP warking capital loan. (See
section LA.)

As for the PCECP pre- and post-export
loans, we verified at the government the
de jure termination of these loans as of .
March 8. 1987. We noted at the company
verifications, however, that some pre-
and post-financing export loans were
still outstanding as of the date of our
preliminary determination, /.e.. after the
imposition of suspension of hquidation.
Therefore, in this investigation. we did
not take into sccount the termination of
the PCECP program with regerd to pre-
and poet-financing export loans. (See
sections [.A.2 and LLA.3).
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Comment 6: Respondents argue that
the Department's calculation in the
preliminary determination of net
benefits received by Ingemar undes the
PCECP is erroneous because some loans
were utilized to pre-finance exports of
non-granite products.

DOC Position: We found at
verification that many export shipments
include both the subject merchandise
and other products; therefore, in
calculating the benefits under the
PCECP for this final determination, we
used as the denominator the total value
of exports to the United States. (See
section L.A.2].

Comment 7: Petitioner argues that
Basque Decree 153/1985 is
countervailable due to the explicit
“export” orientation of the program. [o
additian, petitioner argues that the fact
that a large number of applicants in 1985
and 1986 were denied benefits
demonstrates that this program is not
“generally avaitable.”

Respondents argue that this program
should be found not countervailabte
because it benefits both domestic and
export promotiom. They argue that the
term “exports’” as used in the deeree
refers to prodects exported from the
“agtonomous community of the
country™, be it witkim Spanish territory
or abroad. [n support of their position,
respondents cite Firrol Affirmative
Countervailtiong Duty Determiration:
Certair Fresh Atlantic Groanfish frem
Canada (51 FR 10041 {March 24, 1988};
where the Department determined that
the New Brunewick Marketing and
Promotion Activities was not:
countervailable "'because the services
pesformed by the DCT are available o
all mdustries, for both domestic and
export promotion.”

DQOC Postian: The grant given to
Ingemar under Decree 153/1985 was fer
the specilic purpose of settimg up an
office to promote sales m the United
States. Simce this grant was teed
specifically \o export prometion, we fiad
it to be an export subsidy. (See section
ILC)

Comment & Respondents argue tmt
should \hre Department find that Decree
153/1985 is countervaidable in 1988, it
should find the program to ba
terminated and impose a zeso depasit
rate. They cite Fingl Affirmetive
Countervailing Duty Detesminotion:
Certain Fresh Cut Flowers from lsrae!
(52 FR 3318, 3318, Febsuary 3, 1957),

where the Department imposed a zese
deposit rate for programs that were
terminated prios to the peeliminacy
determination.

DQOC Posstion: The Basque
goverament did not provide us with aay
documentatian to show that Decrea 153/

1985 has been tesminated: therefore, we
are not adjusting the deposit rate for this
program.

Commaent 9: Petiticner contends that
even though Basque Decree 146/1985 is
not limited to a specific enterprise ot
industry, or group of enterprises or
industries, it s supported by funds from
the government of Spain, and. as such. is
a regional development progran.

Respondents argue that the
Department should determine that this
program is not countervailable because
it is available to all companies in the
Basque country that employed
individuals in “hard-to-place” sectors of
the work force.

DOC Position: We agree that Decree
146 is not limited to a specific enterprise
or industry ar group of enterprises or
industries and, therefore, not
countervailable. With regard to.
petitioner’s coatentian that this program
is supported by government of Spain
funds and. as such, is a regional
development program. see ZOC Position
on Comment 1.

Comment 10 Petitiomes argues that
grants given under Galician Decree 102/
1985 ase funded by national tax
revenues disbursed to Galicia by the
national government. Since the
government of Spain has not given
adequate information regarding regiomal
budgets and development programe.,
there is no information an the secezd
regarding the methods of allozating
national tax reveaues %o the regional or
local autharities and. therefose, there
no infarmation regarding the criteria by
which the national government funde
regional programa. Thus, Decree 107/
1984 should be determined a regicnal
psogram and countervailable.
Furthesmare, petitioner argues that it is
industry-specific becasse it is not given
to all industries.

Respondents argee thal asaistance
ginen ander Decree 10 /1964 shosld be
found mot countervailable, because it ie
an umbrella decree establishing an
overall assistance program by the
govarsment of Galicia to all industries
in Galicia

DQC Posilion: We verified that
benefits ender Decres 187/1984 were
given undar various ministerial ardars to
all types of mining as well as to othes
ndustries Galicis. We alsa
verified tent fanding for the progsam
cama from the geweral budget of tha
Galician govesament snd net from the
governmenai of Spain and that the
governmeni of Spain dis aok earmesi
any funds specifically for Decres W07/
1984 when 8 allocated mvense to the
Galician goverament.

The fact that banefits were given ©©
the mining sector as & whole as wall as

to various aother industries makez the
programs toe broad to be considered
specific. The fact that benefits were
available to companies throughout
Galicia, that funding came from the
Galician general budget and nat from
the government of Spain budget. and
that it was the Galician government
which earmarked the funds and
administered the program precludes it
from being considered a regional
subsidy.

Comment 1F: Petitioner argues that
even though Galician Decree 82/1984 s
funded entirely by Galician revenues. it
is drafted and administered on a
selective basis that limits the companres
eligible for its benefits. Only small- or
medium-sized companies registered or
imvesting im Galicia are eligible for
benefits under this program.
Furthermore, increased percermtage
points were avaifable if the product is
produced i Galieta and if the company
locates the facility in a special industrial
area or industrial park. Petitioner argues
that, if nothing else, this latter incentive
would quakify as @ regional incentive
which ts countervailable under U.S. law.

Respondents argue that the
Department should find Galician Decree
82/1984 to be not countervailable since
it is funded by Galician government
funds ang is available to the vast
majority of campanies in Galicia.

DOC Position: We agree with
resporrdents that the basic berefits
given under this program are not limited
to & specific industry os group of
industries and, therefore, are not
countervailable. However, the zone and
sector preferences are limited and.
therefore, countervaidable. (See section
LD

Comment 12: Petitiener argues that
under the LAIEG am. the entire
grant should be found countervailable
because this is & regionsl program
funded by the government of Spain

Respandents argue that the zone
prefereace and sector preference grants
given unday the LAIE program are
“generally availabls™ and. therefore. sot
courteyvailable.

DOC Pesitron: e agiee with
paiitionor that barefits under the LAIR
progsamms as @ whole asc conntervailable.
(See section LB1).

Cosanend 1%k Petitianer argues that
due to the “fmability ts verify the
operaiing of recxigt of benedfits under
the LAIR program, the Deporiment
sheudd use best infermating availabie
and countervail amy below-mashet-car
crediis ostained by respondents who
have qualified (o8 general LAIE
benefile.” Petitioner further argoes that

the benchmark for determining the value
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of such credits should be the highest
average commercial rate for the relevant
commercial credits that are otherwise
verified by the Department in this
investigation.

Respondents argue that, as part of the
LAIE program, access to official credit is
“generally available"” to any company
eligible to benefit under the program
and, therefore. is not countervailable.

DOC Position: The LAIE program is a
central government program designed to
give benefits to certain regions of Spain.
Therefore. long-term loans given under
the program on non-commercial terms
are limited and countervailable. (See
section 1.B.2).

However, we do not agree with
petitioner that all below-market-rate
credits given to respondents who have
qualified for general LAIE benefits
should be treated as having been
provided under the LAIE program. We
verified at the companies that loan
agreements given under the LAIE
specifically mentioned the fact that they
were given under this program.
Furthermore, LAIE loans were reported
in the company records as such.

As for petitioner's argument regarding
the benchmark. see DOC Position on
Comment 4.

Caommeant 14: Petitioner argues that
the program dealing with import duty
exemptions under RD 2588/1985 and
932/1988 should be found

- countervailable because the program
offers selective duty exemptions for new
equipment to be used in LAIE areas or
by “industries that produce high
technology capital goods.” The fact that
only certain sectors are listed as
beneficiaries under this program servee
as conclusive evidence that the program
is limited to a specific group of
enterprises or industries. Furthermore,
petitioner argues that the fact that duty
exemptions are available on a
“discretionary basis” under other
programs such as Law 1/1830 cannot be
deemed sufficient evidence that thg RD
25838 program ic “generally available:”

Respondents argue that the
Department coirectly concluded in the
preliminary determination that thig
program is not ceuntervailable becausa
RD 2588/1285 (succeeded by 832/1833)
together with Law 1/1839, eotablisheo
the framework for the entire tariff
system in Spain and & program whaoreby
any company in Spain can obtaln
importation of duty-free goodo from the
EEC that are not manufactured ia Spain.
Furthermore, respondente arguo that
when Spain joined the EEC in 1683, it
accepted the obligaticn of bringing Ito

tariff system into confoemity with that of
the communities by 1892 This meano
that by 1982, no duty will be levied on

any product traded among the member
nations of the EEC. Consistent with this
obligation, Spain implemented RD 2586/
1985 and 932/1988. These decrees
provide for the immediate duty-free
entry of certain products imported from
the EEC. These two decrees constitute
the first step in realizing the goal of
complete duty-free trade among Spain
and other members of the EEC.

DOC Position: We have determined
that benefits given under RD 2588/1985
and 932/1986 are not countervailable
because they are not limited to a
specific enterprise or industry, or group
of enterprises or industries. We verified
that hundreds of products have received
automatic duty exemptions and that
companies throughout Spain are
exempted. (See section [LA.).

Comment 15: Petitioner points out that
the verification report indicates that the
Basque interest rebate program is
available only to small- and medium-
sized companies and that the
agricultural, energy and hydro-power
sectors were excluded from this
program. In addition, petitioner notes
that the program is further limited by
providing interest rebates only if the
small- or medium-sized company uses
the loan to purchase new capital assets.
Petitioner further states that although
there may be meny recipients and
relatively few rejections, there were
clearly many who did not even apply
becuase they were ineligible. Petitioner
contends, therefore, that it is evident
from the record that tha interest rebate
program is limited in its availability and,
therefore, countervailable.

Respondents argue that the
Department ghould confirm its finding
that this program io not countervailable
because it did not benefit a specific
enterprisc or industey. or group of
enterprisee or industries.

DOC Position: We have determmed
that the Basque rebate program is not
counterveilablo. Tha fact that all sectors
and indugtries except agriculture, energy
and hydro-posvar have received rebateg
under this program makeo it too broadly
used to be congidered limited in itg
availability. Purthermore, the fact that it
io aveilable only to small- and medium-
sized companias does not limit it to a
specific cnterprice or Industry, or group
of enterprises or indusiries (See Final
Affirmativg Countervailing Duty
Determinatior and Countervailing Duty
Order: Cartain Textile Mill Products
from Mexnice (30 FR 10324, March 18,
1235). Reaconable eligibilky
requirements. such gg thege. do not
necessarily make a program industry-
specific. (See section {1.C.).

Comment 16: Petitoner argues that
the verification report supplies

information that demonstrates clear
discrimination in the application of the
program under Guipuzcoa Decree 41/
1985. Petitioner points out that benefits
under this program are available only to
small- and medium-sized companies and
that these companies must show that the
money will be used to develop new
product designs. technologies and/or
foreign markets. This latter aspect
demonstrates the export-oriented
feature of the program.

Respondents argue that, in its
preliminary determination, the
Department rightly concluded that
Basque Decree 149/1985 and Guipuzcoa
Decree 41/1985 are linked and that the
program established by these decrees is
not countervailable. Respondents
further argue that, even were Guipuzcoa
Decree 41/1985 to be considered
separately, it should be determined to
be not countervailable, since the
program is “‘generally available™ to
companies in Guipuzcoa and funded by
monies collected in Guipuzcoa by
Guipuzcoan authorities, as evidenced in
the verification report.

DOC Position: We agree with
respondents that benefits under Decree
41/1985 are not countervailable. We
verified that the program is not limited
to an industry or group of industries and
that the program is funded by monies
from Guipuzcoan general revenues.

We disagree with petitioner's
argument that the program is
discriminatory in nature. We verified
that small- and medium-sized
companies, whether they are exporters
or not. can and have received benefits
under thio program. Furthermore, we
found no specific export corditions
attached to the grants received by the
respondent. companies. (See section
1I.B.)

Comment 17: Petitioner argues that,
although administered by the Galician
government, Decres 151/1984 was
funded by national tax revenues;
therefore, it constitutes & regional
development program.

Regpondents argue that grants
received under Decree 151/1984 are not
countervailabla because the program
was funded solely by revenues raised by
the Galician government and because
the program was generally available to
all companies in Galicia.

DOC Pogition: This program was not
used by the companies under
invegtigetion during the review period,
so the igoue is moet. (See section IILH.).

Comment 18: Petitioner argues that
there are significant discrepancies
between the government of Spain's
export figures and those reported by the
companies and that respondent
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companies failed to subtract currency
exchange losses, sales cancellations.
service chasges. resale of unfinished
black. and/os credits from the gross
sales figures: therefore. the Department
should make every possible deduction
from the sales and export values.

DOC Position: During verification. we
took into account all sales cancellations,
service charges andfor credits from the
gross sales befare arriving at the sales
figures. For some companies, curreacy
exchange losses/gains with respect to
sales were also taken into account. For
others. the companies’ secords did not
segregate the exchange losses/gains on
sales. sa we did oot take themr into
account: however, the exchange losses/
gains are so small that they would have
had no effect on the calculation of the
benefits.

Camment 1% Petitioner argues that
the Department should find that any and
all export financing obtained by the
respondents below the average
commerciaf market rate was given under
the PCECP program and, as such. is
countervailable. Petitioner states that,
according to one company, loan
agreements did aok necessarily have ta
specify the fact that the loans wese
made under the auspices of the PCECP
program.

DOC Position: We disagree. Exen
though the loan agreements between the
banks and some of the companies do not
specify that they were made under the
auspices of the PCECP program, we
were able to distinguish which ones
were PCECP loans through the interest
rates charged. the length of the loans,
and the stated purposes of the loans as
identified in the loan agreements. These
factors are different for PCECP loans as
opposed to other types of loans.
Therefore. we are not courdervaifing
loans other than those described it
section LA.

Comment 20: Petitioner arguss that
respondents benefitted from RD 942/
1964 warehouse construction loans
during the review period becanse e
program, as part of the PCECP system,
was not terminated wirtil Masch 67,
Because the government of Speia
proferred no documentation on the
beneficiaries under the program,
petitioner argues that insufficient
verification requires the Department o
use bess mformation avaidable regarding
the benedits available and wsed snder
the psogram.

DOC Position: We disagree. ARkough
we were unable to verify at the
government the usage of thie program.
we verified at the companies under
investigation that they did net bave any
such loans o» whick principal or interest

was outstanding during the review
peried.

Comment 21: Petitioner atgues that
loans obtained at non-commescial rates
from the Banco Exterioy dusimg the
review period are countervailable
because the bank is a government-
owned entity, the faoction of which is to
promote exports, and because “interest
rates for export-eriented loarms (oot
necessarily based on PCECP} issued by
the bank were preferential and lower
than normal commercial rates.”

DOC Position: We disagree.
Government ownership or contscl af a
bank daes not necessasily lead to the
conclusion that the bank s cpevating in
other than a coramezcial fashion. mor
does it mean that all funde 1 are
part of a conntervailable program. The
fact that the Banco Exterior is
government-owned does not
automatically make all its loans
preferential and countesvailable. In fact.
we found that interest rates chesged by
the Banco Exterior to the respoadent
compainies were both above and below
the average commercial rates.
Furthermare. we found no indicatioa at
verification that there was arvy other
government-sponsoted shost-teim loan
program to promote exparts except the
PCECP. .

Comment 22: Petitiones argues that
the Department should use the best
information available to determine that
the tax deductions taken under Law 46/
1985 and RD 1867 /1988 discowered at
verification are [imited to a specific
group of enterprises oz indastries,
because no copies of the [aw or deczee
were made available by the government
of Spain or the respondents and becanse
these programs were not propezly
verified.

DOC Position: Neither of these
programs was alleged by petitiones. We
found use of Miese tax deductivas by
several comparnies during verification.
We requasted and have been provided
with copfes of Law 461885 and RD
1667/1988. The laws indicate that these
are general tax provisions which apply
to all taxpayers, including public
organizations and individuals as well as
private companies, just as the
companies stated at verification. Section
775 of the Act states that, "H. in the
cousse of ar fnvestigation under this
tithe, the administering awthority
discovers s prectice which appears to
be a subsidy, but was not included in
the mattery slleged in @ cou
duty petition, therr the administering
autharity shall include the practice ia
the investigation if it appears to be a
subsidy with respect to the merchandise
which is the sabject of the
investigstion.” Sincs thase is 80

indication that these two tax provisions
appear to be subsidies. we are not
considering them m this final
determination.

Comument 23: Petitioner argues that
the tax deduction received by one of the
respondents for over-payment of pre-

IVA (value-added] taxes should be
treated as a government grant and,
therefore. countervailable since nothing.
was submitted to explain the over-
payment of pre-IVA taxes nar why that
amount should enjoy a special
deduction under the new IVA iastituted
in 1986. Petitioner argues that the
Department should not accept sucha
deduction without fucther cotrobosation
from the government of Spain regasding
the tax consequences of the comversion
from the old tax system ta the new VA
system.

DOC Pasitioa: We verified that the
company did not receive benefits from
this tax deduction during the review
period, therefore. we are not considering
it in this investigation.

Comment 24: I its May 16 brief,
petitioner states that a commercial
office operating in the United States
under the auspices of the government of
Spain’s Nationat bssitute fos Fostering
Exports had been promoting sales of
Spanish wine as late as 1985. Petitioner
argues that, simce the office is still in
operation, it is reasoaable to aseume
that ether sectars of the Spenish export
market wese also being sapparied
including the granite indwstry. Petitiomer
requests that the Departmeni consider
the existance and activities of this affice
and assign a valwe \o ite services that
benefited the Speniab granite export
industry im 1960. Petittoner argues that 3
“justifiable bencrxazk would be the
total ad'vertising costs of the largest
Spanish exporter of the yess."*

In the same beief, petitioner states
that the nom-caniidenttal version of the
antidumping verification report repomd
that ome of tee respondents received

frea infand feeight from the stm
companies.-Petitioner argues and
requests that this prectice be reviewed
with sty Spanish compenies to
determine the extent of s
subgidizstion.

Alse i its May 16 boief, petitioner
alleges that ene of the respondem
compamies in the United States is
supported by an arrangement between
McDonnell Douglas Aircraft Compeny
and the government of Spain. Pelibones
argues that this service is “clearly
government supported and should be
counterveiled.”” Petitioner suggests that
an appropriate rate would be the costs
attributable to a foll-time agent
(including comnrisstons) it the United
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States. Petitioner also cites the non-
confidential antidumping verification
report to support this allegation.

DOC Position: These are untimely
allegations. raised after our preliminary
determination and verification and thus
too late for the Department to
investigate and verify, as required by
sections 355.34 and 355.39 of our
Regulations: therefore, we will not
consider them in this investigation.

Comment 25: Petitioner contends that -
the questionnaire responses were
general and, therefore, inadequate and

- that the bulk of the information
regarding the programs was given only
at verification. Petitioner argues that
“these tactics mock the investigative
process contemplated by Congress in
which petitioner and the Department
should be able to review data and issues
in a timely manner.” Petitioner urges the
Department to make its determination
using inferences adverse to the non-
responding part, i.e. the respondents.

DOC Position: We disagree. The
respondents.provided us with adequate
information to make the preliminary

determination. At verification, we were.

provided with back-up documentation to
verify the information given in the
responses as well as additional -
information and documentation to
clarify some questions we had on
certain programs. This additional
information was sybmitted in -
suppiemental responses at our request.
We do not consider the additional
information obtained at verification to
be sufficiently significant to jusfify
disregarding the responses and using
best information available.

Comment 26: Petitioner argues that
the OECD loan program should also be
treated as a government-supported,
export-financing scheme that benafits
Spanish exporters by making financing
available at preferential rates.
Therefore, since the OBCD program
“replaced” the PCECP and there is a
lack of verified information regarding
several aspects of the PCECP and OECD
programs, the Department should use
best information available and treat as
countervailable all forms of financing
provided to Spanish granite producers at
below the highest average commercial
market rate verified by the ent.

DOC Position: We verified that none
of the companies under investigation
received loans under the OECD .
program.

Verification .
In accordance with section 776(a) of

the Act, except where noted in this

determination, we verified the

information used in making our final
determination. We followed the

standard verification procedures
including meeting with government and

. company officials, examination of

relevant accounting records, and
examination of original source
documents of the respondents. Qur
verification results are outlined in detail
in the public versions of the verification
reports which are on file in the Central
Records Unit (Room B-098) of the Main

. Commerce Building.

Suspension of Liquidation

" In accordance with our preliminary
affirmative countervailing duty

_determination, published on December

24, 1987, we directed the U.S. Customs.
Service to suspend liquidation on the
products under investigation and to
require a cash deposit or bond equal to
the duty deposit rate. This final
countervailing duty determination was
extended to coincide with the
companion final antidumping

. determination, pursuant to section 608 of

the Trade and Tariff Act of 1984 (section
705(a)(1) of the Act). Under Article 5,
paragraph 3 of the Agreement of
Interpretation and Application of
Articles VI, XVI, and XXIlI of the -
General Agreement on Tariffs and
Trade (the Subsidies Code), provisional
measures cannot be imposed for more

' . than 120 days without final affirmative

determinations of subsidy and injury.
Therefore, on April 19, 1988, we -
instructed the U.S. Customs Service to .
discontinue the suspension of .
liquidation on the subject merchandise

.entered on or after April 22, 1988, but to
continue the suspension of liquidation of -
-all entries or withdrawals from

warehouse, for consumption. of the -
subject merchandise entered between
December 24. 1987, and April 22, 1988. -
We will reinstate suspension of
liquidation undér section 703(d) of the

" "Act, if the ITC issues a final affirmative

injury determination, and require duty
deposits on all entries of the subject.
merchandise except entries from
Granitos Ibericos-Grayco, S.A.. and
Santal, S.A. in the amounts indicated
below: :

Est- M
Manulacturer/ produces/ exporter ""n:‘ deposit
. wosidy | O
Granitos SA e, - an 3.54
Marmoles y Granitos de Eml
SA . n 3.54
All others 108| o088

Granitos [bericos-Grayco. S.A.. and
Santal. S.A., are excluded from this

determination because their duty
deposit rates are de minimis (less than
0.50 percent ad valorem) and zero
respectively. Therefore. their entries will
not be subject to the suspension of
liquidation.

ITC Notification

In accordance with section 705(d} of
the Act, we will notify the ITC of our
determination. In addition, we are
making available to the ITC all
nonprivileged and nonproprietary
information relating to this

- investigation. We will allow the ITC

access to all privileged and business
proprietary information in our files,

‘provided the ITC confirms that it will

not disclose such information, either
publicly or under an administrative
protective order. without the written
consent of the Assistant Secretary for
Import Administration.

If the ITC determines that material
injury, or the threat of material injury,
does not exist, this proceeding will be
terminated and all estimated duties
deposited or securities posted as a result
of the suspension of liquidation will be
refunded or cancelled. If. however. the
ITC determines that such injury does
exist, we will issue a countervailing
duty order, directing Customs officers to
assess countervailing duties on all
antries of certain granite from Spain-
entered, or withdrawn from warehouse,
for consumption, as described in the

- “Suspension of Liquidation” section of

this notice:
This determination is published
pursuant to section 705(d) of the Act (19

- US.C. 1671d(d)).

June 21, 1968.

_ Jan W. Mares,
- Asgistant Secretary for Import

Administration.
[FR Doc. 86-14549 Filed 6-27-88: 8:45 am)|
SILLING CODE 3510-08-8
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[A-475-701)

Finat Cetermination of Sales at Less
Tian Fair Value; Certain Granite -
Froducts from lt2ly

AGENCY: Import Administration,
International Trade Admiristration.
Commerce.

ACTION: Notice. .

SUMMARY: We have determined that
certain granite products from ltaly are
being. or are likely to be, sold in the
United Stales at less than fair value. The
U.S. International Trade Commission
(ITC) will determine, within 45 days of
publication of this notice, whether these
imports are materially injuring, or are
threatening material injury to, a United
States industry.

EFFECTIVE DATE: July 19, 1988.

FOR FURTHER INFORMATION CONTACT:.
Charles E. Wilson (202) 375-5268 or
Steven Lim {202) 377-1087, Office of
Investigations, Import Administration,
International Trade Administration, U.S.
Department of Coinmerce, 14th Street
and Constitution Avenue NW,,
Washington, DC 20230.

SUPPLEMEHTARY INFORMATION:
Final Determination

We have determined that certain
granite products from Italy are beirg. or
are likely to be, seld in the United States
at less than fair value, as provided in
section 723(2) of the Tarifl Act of 1930,
as amended {19 U.S.C. 1673d{a)) {the
Act). The weighted-avercge maurgins are
shown in the “Suspension of
Liguidation” section of this notice.

Case History

Since the last Federal Register
publication pertainiag io this
investigation (the Notice of Preliminary
Determination of Sales at Less than Fair
Value {53 FR 6021, February 29, 1955)),
the followirg events have occurred.

On March 2, 1988, respondents
requested that we posipone the finul
determination until June 20, 1988. On
March 10, 1988, in accordance with
section 735{a)(2)(A) of the Act, we
postponed the final determination until

June 20, 1968 (53 FR 8479, March 15,
1988).

Verificution of the responses was
conducted from March 14 through April
1, 1988. A public hearing was requested.
This request was subsequently
withdrawn. Final comments were
reccived from petitioner and
respondents.

On June 2, 1988, respondents
requested that we postpone the final
determination until not later than 135
days after the date of publication of our
preliminary determination. On June 9,
19038, in accordance with section
735{2){2)(A) of the Act, we postponed
the final determination until July 13,
15€38 (53 FR 22369, June 15, 1986).

Scope of Investigation

The products covered by this
investigation are certain granite
products. Certain granite products are %
inch (1 c¢m) to 2% inches (6.34cm) in -
thickness and include the following:
Rough-sawed granite slabs; face-
firished granite slabs: and finished
dimensional granite including, but not
limited to, building facing, flooring, wall
and floor tiles, paving, and crypt fronts.
Certain granite products do not include
mcnumenta} stones, crushed granite, or
curbing: Certain granite products are
provided for under TSUSA item number
513.7400 and under /S item numbers
2516.12.00, 6802.23.00 and 6802.93.00.

Period of Investigaticn

For rough slabs, slabs not cut-to-size,
and tiles, the period of investigation
(POI) is March 1, 1987 through August
31. 1987. For cut-to-size slabs or projects,
the POl is January 1, 1987 through

" August 31, 1987, for projects completed

by November 30, 1887. In order to
include additionzl sales of some larger
projects, we requested data on projec!s
sold as early es July 1986. (See
Ccmment 9.)

Fair Value Comparisons

To determine whether sales in the
United States of the subject
merchandise were made at less than fair
value, we compared the United States
price with the foreign market value as
specified below.

For the reasons cited below, we have
determined, in accordance with section
776{t) of the Act, that use of best
information otherwise available {BIA) is
appropriate for all sales by F.lli Guarda
S.p.A. {Guarda) and for sales of slabs

" not cut-to-size by Pisani Brothers S.p.A.

(Picani). )

With respect to Guarda, we were
unable to verify almost all sales price
information, including charges or
adjustment information, as it was

submitted in the response. We were alsW
unable to verify any of the cost
information submitted for constructed
value calculations. During verification of
costs, the company was unable to
explain the methodology used in its

. response. Additionally, the company

could not provide support for its
calculations. (See Comment 8).

For these reasons, we have assigned
Guarda-a BIA rate that is based on a
combination of adjusted constructed
values as found in the petition, data
collected during the Guarda verification
relative to sales prices to the United
States, and verified information
submitted by other producers. We could
not use petition data exclusive!ly for our
BIA rate as it was apparent that various
parts of the constructed value
computations found in the petition
required adjustment due to assumptions

“which are invalid for the Italian granite

industry. Specifically, the petition vsed
actual size of blocks rather than the
smaller commercial size in which
grantie is sold. The petition’s
calculations included freight which is
typically paid by trading companies in
the Italian market. In addition, the
petition including packing in
determining SG&A and profit in its
constructed value calculation, both of
which are inappropriate. Furthermore,
as the U.S. prices for projects shown in
the petition-did not specify materizal
thicknesses. they could not be
reasonably compared to cur adjusted.
BIA constructed values. Finally, the
petition established rates only for cut-to-
size sales while Guarda sold both cut-to-
size and slabs in the U.S. during the FOL

The use of certain information
collected on-site during the Guarda
verification for BIA should not be
construéd as a wiliingness on the part of
the Department to reconstruct responses
for respondents at verification.

With regard to Pisuxi's sales of slabs
not cut-to-size, the cost of production
information supplied by this company
could not be recenciled to company
decumentation pertaining to slab
production. {See Comment 8). For this
reason, we have used BIA to determine

_ foreign market value for these sales. BIA .

is based on verified information for
other companies, as the petition
contained no information on the-home
market price of slabs. (See Comment 5.

United States Price

Except where BIA was used. we
based United States price for ail U.S.
sales on purchase price in accordance
with section 772(b) of the Act. These
sales were made directly to unrelated
customers in the United States prior to
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-importation. Under these circumstances;

section 772(b) clearly requires that

the U.S. sales price.-

We calculated purchase price based
on'the ex-factory.f.o.b., c.if., or ci.f.,
duty paid, packed prices to unrelated
purchasers in the United States. We .
made deductions for foreign inland
freight and handling, ocean freight, |
marine insurance, U.S. duty and inland
freight, as appropriate.

and tiles, we established separate-
calegories of “such or similar"

merchandise, pursuant to section 771(16)

of the Act, on the basis:of form:of == "~
material, type of stone, dxmensnon.
finish, edgework, anchonng and -
assembly work. :

Where there were no ldenhcal

‘products in the home market with which -

to compare products sold in'the United
States, we made adjustments to similar

merchanise to account for differences in -

the physical characteristics of the
merchandise, in accordance with section
773{a)(4){C) of the Act. These
adjustments were.based on differences
in the costs of materials, diréct labor
and directly related factory overhead.
The petitioner alleged that homme
market sales of slabs not cut-to-size
were at prices below the cost of
producing the merchandise. Having .
determined that these allegations were’
sufficiently documented, the Department
initiated a cost mveshgatlon for

Camplonghi Italia Sp.A. (Campolonghi),

and Freda S.p.A. (Freda), Hénraux”
S.p.A. (Henreaux), Eurdmarble S.p.A. -

" (Euromarble), Formai and Mariani S.r.l. -

(Furmai), and Psiani: We examired
production costs which included all
appropriate.costs for materials, _
fabrication and general expenses. The
cost of production calculation for each
respondent was adjusted for those costs
which weére not appropriately quantified
or valued in the response. Except fors
certain lypes of stone sales by
Euromarble, where we used constructed

values, we found sufﬁcient home market -

sales above the cost of producticn to -

.allow us to.use these- pnces for foreign

market value, in accordance with -
gection 773(a)(1)(A). - i

For sales of rou;,h slabs, face-finished
slabs not cut-to-gize, and tiles, we
calculated foreign market value based .
on unpacked prices to unrelated-

_purchasers in the home market, in’

accordance with section 773(a) of the
Act. We made deductions, where :

appropriate, for inland fxenght We made :

adjustments for differences in-
circumstances of sale for credit -

“expenses pursuant to § 353.15(b) of our”
* - regulations, and for commissions on |
purchase price be used for determlmng ‘

gales in the United States and in the

> home market pursuant to § 353 15(c) of
~our regulations. Where appropriate, we

- used mdxrect selling expenses to offget
-commissions. We deducted home

market packing costs and added the

. packing costs incured on sales to the

United States.
For cut-to-size projects, we calculated

_the foreign market value based on
... constructed value in accordance with

section 773(e) of the Act because there
were no comparable sales in the home
market by producers being investigated.
The constructed value was based on the

"costs for the cut-to-size projects sold in -
_ the United States.

In calculating general expenses for
constructed value, we used U.S. selling
expenses for the projects since these

" were such vunique items that there were
. no comparable home marke! or third
© country sales.

Where the amount for general
expenses was less then ten percent of
the cost of materials and fabrication, we
used the statutory minimum of ten

‘percent. Where the amount for profit
- 'was less than eight percent of the sum
“for the costs of materials, fabrication
" and general expenses, we used the

statutory minimum of eight percent. We

"~ also added the cost'of U.S. pad\mg

" When calculating constructed value,

‘the respondents’ submissions were used,

except when all costs were not

-. appropriately- quantified or valued.

The following adjustments were made

‘for each respondent:

For Campclonghi:

(1) The block costs were reduced by
the net exchange gains on purchases.

(2) Cost of production was increased

- 'to reflect the accelerated method of
- depreciation used in the responden""

accounting system.

(3) The slabmno waste was changed

from the overall 7 mm.per cut to the
actual slabbing waste compu'ed by
gmmte type.

-{4) Polishing ccsts were increased to°
re"'ect the cost from unrelated suppl.ers
based on.commercial square meters

(5} Specinl works were adjusted,
based on differences in guantities
obtained at verification. - -

(6) The dimensioning waste was -
revised to reflect the amount compl.ted

- for each grant type.
(7} General expenses were changed * ©
‘from the statutory minimum of 10

percent to include the actudl general,
administrative, and interest expenses of -

“the company and the U.S. selling’
- expenses:for. the projects. For -
- calculating the-cost for producing slabs; """

home market selling expenses were
used. .
(8) Interest income related to short--
term investments was included as an
offset to interest expenses.

{9) The costs incurred by the re)atcd
company, Granite Marketing Associates
(GMA), were used for the blocks
purchaaed by Campolonghi in
calculating the cost of producting
Campolonghi’s ‘slabs.”

For Freda:.

. (1) The block and fabrication costs
used to establish the costs of Capao
Bonito granite in the respondent's
submission were changed to the price

_paid for finished slabs, since the only

block which was purchased by Freda

" was sold one month iater by the

company,

(2) The slabbing waste was changed
from the overall 7 mm per cut to actual
slab waste for each specxfnc type of
granite.

(3) The price chargnd by a related
company for sawing was adjusted to
reflect a.market value based on invoices
of an unrelated fabricator.

(4) The material costs for certain slab

- sizes, which, in the response, had been

based on the block costs, were revised
to reflect the actual cost of slabs
purchased because these sizes had not

. been sawn by the company.

(5) The price of slabs purchased from
Campolonghi were revised to reflect the
market price for the slabs.

{6) The dimensioning waste was

- revised to reflect an average

dimensioning waste for the types of
granite used in the projects under
investigation.

(7) General expenses were revxaed to

" include the actual general’and

administrative expenses, intersst, and
U.S. selling expenses for the projects.
For calculating the cost of producing

- slabs, home market selling expenses

were used.

For Henraux: -

(1) The block costs were revised to
reflect the cost of the actual granite
blocks used in the cut-to-size projects.

(2) Where appropnate. general
‘expenses were changad frem the
statutory minimum of 10 percerit to

* include the actual general and
‘administrative expenses, interest, and

U.S. selling expenses for the projects:

_For calculating the cost of producing-
- slabs, home market selling expenses

were used.

For Savema S.p.A. (Scvema):

(1) The slabbing waste was adjusted
to reflect the'actual slabbing waste for

- ‘the specific types of granite the
Department investigated during the '

course of the verification. The
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Department calculated an average
stabbing waste factor for those granite
types which were included in project
under investigation, but which the
Department was unable to review
during the verification.

(2) Factory overhead costs for the
flaming and polishing processes were
revised to reflect the losses which ocour
during ihe dimensioning slage.

{3) General expenses were changed

rom the statutory minimum of 10
percent to the actual general and
administrative expenses, interest
expenses of the company, and the U.S. -
selling expenses for the projects.

For Formai and Northern Granites
S.r.l. (Norti:ern Granites):

{1) The cost of manufacturing, used as
the basis for allocating general,

administrative, and interest expenses,
was revised by reclassifying certain
costs which were not considered by the
Department to be part of the -
manufacturing costs. U.S. selling
expenses were included for the projects.
For calculating the cost for producing
slabs, home market selling expenses
were used.

For Pisani:

(1) For projects using Balmoral Red
granite, we used the weighted-average
cost of the blocks of Balmoral Red
rather than the cost submitted in the
response, which was based on the
lowest-priced block, because the
company was unable to identify the
actual blocks used in the projects. -

(2) The Department used BIA for
slabbing waste because the response
waste figures could not be verified.

(3) Sawing costs were increased by
the average of the “additional charges”
noted on the sawing invoices which
were reviewed during verification.

{4) The verified average dimensioning
waste was used instead of the
d¢imensioning waste submiited in the
response.

{3} The actual lease expunse for the
ccmpany's compulter equipment was
included instead of the imputed
expenses submilted in the responsa.

(6) Certain costs, such as expenses for
production consultants, outside drafting,
architectural consulting, quality control,
and salaries and terination pay funds
for the production manager, project
manager, and draftsman, were included
in the cost of manufacturing and
deducted from the gzneral and
administrative expenses.

(7) The U.S. selling expenses were
inciuded in general expenses for the
projecls. For calculating cost of
producing slabs, home market selling
expenses were used.

(8) General and administralive
expenses and interest expenses were_

based on the amounts on the financial .
statements, appropriately adjusted.

For Euromarble:

(1) The material cost and fabrication
costs were revised to reflect the cost of.
blocks and special works resubmitted
by the respondent at the verification for
some of the cut-to-size projects.

(2) The dimensioning waste factor
was revised to reflect a weighited-
average waste factor.

(3) Fuctory overhead was revised o
include certain expenses, such as rent
and other industrial costs, in the .
calculation of ‘overhead expénses.

{4) General and administrative
expenses, including financial expenses,

were revised to reflect the information ™

on their 1987 financial statement.
Currency Conversion

We made currency conversions as of
the date of sale in accordance with
section 353.56(a)(1) of the Regulations.
All currency conversions were made at
the rates certified by the Federal
Reserve Bank. -

Verification

As provided in section 776{a) of the
Act, and except where noted, we
verified all information used in reaching
the final determination in this
investigation.

Interested Party Comments

Comment 1: Henraux and Savema
state that the Department should not
make an adjustment for commissions
paid to their related companies.

DOC Position: We agree. At
verilication, the Department ascertained

- that these commissions were paid to-

related companies. Therefore, we made

‘no adjustment for these commissions in
-our final determination.

Comment 2: Henraux and Savema
contend that the Department may not
ofiset commissions paid on home
markret slab sales with indirect sclling
expenses incurred in Italy for sales to
the United States.

DOC Position: We disagree. The Act
and reguiations place no geographic test
on the commission offset. In our
preliminary and final determinations,
the Department offset commissions paid
on home market sales with indircct
selling expenses incurred in connection
with sales to the U.S. market, including
those incurred in Italy. The Depasrtment
did not use indirect selling expenses
incurred in home market sales of slabs
to offset commissions paid on sales in_
the same market. See Silver Reed v.

. United States, Slip Op. 68-37 (CIT,

March 18, 1988).
Comment 3: Canpolonghl. Formai,
Henraux and Savema point out that the,

Department erred in using 1987
exchange rates for certain sales of cut-
to-size projects made in 1886.

DOC Position: We agree. In its final
determination, the Department has used
the proper exchange rates for these
sales.

Comment 4: Euromarble and Henraux
point out that, fot certain of their slab
sales, the Department erred in
calculating a single weighted-average
foreign market value for each type of
stone, regardless of thickness, in our
prelimizary determination.

DOC Position: We agree. The.
Department has corrected this
calculation for purposes of our final

_delermination by calculating individual
" weighted-average foreign market values .

for different thicknesses of stone.

Comment §: Respondents contend that
the Department should calculate
separate margins for various groups of .
companies which-the Department
believes are related to Campolonghl and
Formai. :

DOC Position: Althcugh not expressly
required by the Act, the Department has
a long-standing prachce of calculating a
separate dumping margin for each
manufacturer or exporter investigated.
The issue, then, is whethér companies of
the Campolonghi group and companies
of the Formai group constitute separate
manufacturers or exporters for purposes
of the dumping law. We believe that,
under the facts present on the record,
the companies within each of these
groups of companies are not separate,
and it is appropriate o calculate a
single, weighted-average margin for
each group , of firms.

The administrative record establishes
close, intertwined relationships between

-the companies within both the.

Campolonghi group and the Formai
group. Each group is predominantly
owned by a small group of individuals
and the companies in each group share
common boards of directors.
Transactions have taken place between
companies within each of these groups
during the period of investigation. The
verious production facilities within each
grouo share the same type of equipment,
o it wvouid not 'be necessary to retool a
particular plant’s facilities before
implementing a decision 1o restructure
manufacluring priorities within either

. group. Given these facts, we believe it

would be incorrect to conclude that each
of these entities conslitutes separate

.. manufacturers or exporters under the -

duinping law. Therefore, we have

- treated the Campolonghi group of

companies and the Formai group of
companies each as a single entity for
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puiposes of determining a dumping
margin,

Comment 6: Respondents contend that
the Department's final determination
should specify, by company. what
percentage of sales by each respondent
was made at less than fair value.
Respondents believe that this would
assist the ITC in its analysis of injury .

frem imports of merchandise sold at less
p

than fair value.

DOC Pos:tion: We believe this
unnecessary. We always make all
privileged and business proprietary
information in our files available to the
ITC, if requested.

Comment 7: Resporidents argue that
the Department may not use any of .
petitioner’s confidential data as BIA
since petitioner has not submitted this =
data in accordance with the
Department’s Tequirements.
Respondents also argue that petitioner
has not properly summarized its
confidential data.

DOC Position: We have determined
that petitioner has properly submitted
its business proprietary data. Where
appropriate, we have used data
provided in the petition as BIA.

Comiment 8: Petitioner argues that
because respondents’ data contain
numerous errors, inconsistencies and
omissions, the Department should base
its final determination on the BIA, which
is the data submitted by petitioner.

DOC Position: Except for all sales by
Guarda and sales of slabs not cut-to-size
by Pisani, the Department considers the
responses of the other companies to be
verified. We have reported in our
verification reports all significant issues
raised at the verification of these other
compamea, our verification methods,
and discrepancies found. We do not,
hewever, censider the errors,
inconsistencies and omissions we found
to be of a frequency or magnitude to
warrant rejecting the data submitied by
these companies and using pctmonu s
dala as BIA.

With respect to Guarda.,during our -
attempted verification of its sales and
cost responses, we found that the extent
of the errors, inconsistencies and
omissions in thesa responses did not .
permit satisfactory analysis or
verification. For example, with regard to
Guarda's cost response:

1. Materials

—materials could not be traced to
actual inputs for any of the projects: -

—certain costs, e.g.. bank charges,
were omitted;

—slabs taken out of inventory were
not included in the material costs;

—the blocks included in one project
were removed from inventory-one day
before the project was shipped.

2. Sawing

~ —five different rates of sawing wasie
were used by the respondent in its
response, depending upon-the hardness
of the stone. However, during
verification, the company calculated an
average rate;

—the average rate used was an

estimate for 1987 since actual 1987 data

was not available. Guarda estimated
that the slabbing waste in 1967 was
lower than in 1986

.

3. Fabrlcauon ' ;
—the costs for homng dlmensron
on estimated production and usage

rates, which the company could not
support;

—costs calculated during vcnﬁratmn o

did not agree with theresponse nor’

~ could these costs be verified; ...

—subcontractors’ costs for extra

_thicknesses were not included;

—special works were not included in
the response. The company provided
estimates during verification.

4. Dimension Waste

—the company could not explam the

dimension waste calculation used in the
response;
—a recalculated dimension waste
factor was based on estimates of the
“cost of making a polished edge in
special work.” The company could rot
explain the relationship between these

costs and dimensioning costs, nor could ~

they support them.

Regarding Guarda's sales response:

1. Guarda waited until verification to
revise the originally reported amounts
for quantity and value of sales.

2. On three out of five projects under
investigation, Guarda miscalculated the
total volume of the investigatt’d granite.
This resulted in discrepancies m the
sales price of three sales.

3. Guarda could not explain its
reported packing expenses.

4. Reported credit expenses were
bazed on the terms stated on the invoice
rather than the actual credit periad.

5. Guarda used the wrong interest rate
to calculdte credit expenses.

6. Guarda failed to providdé any

. explanation of indirect selling expense§-

until verification. In additicn to the
questionnaire; this information was
specifically requested by the
Department in deficiency letters on:
November 24 and'December11, 1987,
For costs of Pisani’s slibs not ¢ut-to-
size, the following discrepancies were -
noted regarding it8 cost response: -

1. Invaoices for block purchases used
to establish the cost of materials were
dated after the sawing and finishing
invoices and, therefore, could not have
been the actval invoices for the blocks

~ used to prodiice the slabs in the reported

sale.

2. Inveices used for sawing and
finishing were for blocks other than
those identified in the response.

3. Invoices for sawing and finishing
could not be reconciled to the
company's records.

4, Sawing costs for ore salc wem

i'deJd on, November 1935 costs. No slabs

were in inventory.for this type of granite
as of June 30, 1988. The origin of the .

" materials that’ werp used could not b"'
cutting, and special works-were based e

explained. C
5. The same-invoice as used lo(
calculate the cost of production for b}
sold in the U.S. and for slabs sold i m
Italy. ' ' R R
Faced with responses containing

" numerous fundamental flaws.:the-

Department could not properly base its
determination on-the information '
submitted by Guarda or information‘cn
cost of production submitted by Pisani.
It is not acceptable, in such situations.

that the Department bear the-

_responsibility for’attempting to identify
. and perform the numerous and -

substantial recalculations necessary for
the development of accurate sales and
cost of production data. Such & role’
would place too great a burden on the

-resources of the Department under the

time constraints and procédural, i
framework of this investigation. As" -~ -
stated in Photo Albums and Filler Piies
from Korea; Final Determination of

Sales at Less Than Fuir Valup (50 HQ
43754, Octeber 29, 1985): "[I]t is the
obligation of respondents to provide &n
accurate and cemplete response prior to
verification so that the Department may
have the opportunity-to fully analyze the

[information and other partxes are du]e’ to

review and comment onit.” A
respendent cannot shift this burden to
the Department by submntmg -
incomglete and inaccurate-information

. and expect the Department to correct its
_ response during the couarse of

verificaticn. Verification is intended to
establish the accuracy of a‘response:

-rather than to reconstruct the B

information to fit the réquirements 6f the
Department or to perform the

- recalculations necessary to develop
“accurate information. Nevertheless. as

discussed above in the “Fair Vaiue
Comparisons™ section of this notice due
to lack of information in the petiticn.
certain information collected at

- verification was used as BIA.
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Comment 9: Petitioner asserts that the
Department has not considered at least
60 percent of exports. from Italy during
the period of investigation (PO!) as
required by § 353.38(a) of the Commerce
Regulations, 19 CFR 353.38{a).

DOC Position: Under normal
circumstances, we do look at 60 percent

of the dollar value of exports. However.: .

given the fact that many of the sales -
under investigation consisted of long-
term projects for which constructed
values had to be calculated, the .
Department belicved it was appropriate
to armend its typical practice to fit the
somuewhat atypical circumstances of this
case. After analyzing the constructed
value submissions for cut-to-size granite
slub projects, it was apparent that
respondents had not furnished actual -
cost data for almost all of their larger
project sales made during the POl

{March 1, 1987 through August 31, 1987).

This was because these projects had not
been completed by ihe time the..
responses were due. On the basis that
suc h data might not be sufficently
representative, we-extended the POI
back to January. 1987 and requested -
respondents to report constructed value
information for all projects completed
by November 30, 1987. Moreover, to
capture the actual costs of some larger
cut-to-size norjects (i.e., those valued at
approximately $500.000 or more), we
also requested information on some
projects sold as.early as July 1986. - -
Consequently, our POI for cut-to-size.. -
granite slabs is January 1. 1987 through
August 31, 1987 plus, some larger .
projects soid as early as July, 1986, if
completed by November 30, 1987. By
using these as our criteria, we have
captured over 60 percent of total sales
cumpleted within the POL

Comment 10: Petitioner argues that.
because the U.S. dollar ‘ms declined
agninst the ltalian lira, the Department
should include curvency e,\chango custs
as a direct expense for sales to the
United States. . ,

DCC Position: We have determined
that there is no basis in the Act or in the:
reguiations for such zn adjustment..
Section 353.5%{2)(1) of cur regulations
stipulates that any necessary conversion
of a foreign currency into its cquivalent
i United States currency will be “as of
the date of pwc.mse or agreement to
purchase, if the purchdse price is an
element of the comparison.” Therefore,
it is not the Department’s policy to take
into account differences.in home market.
currency revenue based.on currency
fluctuations in calculating direct selling
expenses, regardless of whether the
fluctuations are favorable of
unfavorable. =~ -

Comment 11: Petitioner argues that' ~
the Department should compare U.S.

slab sales to verified. constructed values:

DOC Position: We disagree. Since we
found that all respondents, except for

..Euromarble in certain instances and

Pisani and Guarda, had sufficient home
market sales at prices above their costs
of production. we have no reason to
make comparisons on anything other
than a price-to-price basis.
Comment 12: Petitioner has allcged_
“that processors related to the

respondents are “dumping” their input - -
+ materials and fabrication services.

Petitioner contends, therefore, that the

Department should initiate cost™

investigations of these processors.
DOC Position: We disagree. For any

- element of value included in constructed

value, section 773(e){2) of the Act
requires the Department to determine
whether prices charged by related
parties fairly reflect ‘the amount usually -

reflected in sales to unrelated parties in

the market under consideration.
Therefore. when these materials and
fabrication services are provided at
market rates, the Act neither.requires
nor allows us to do a cost andlys's of
these inputs.

" Comment 13: Respondems state that
the Department must eliminate from its

" ‘analysis-the nine percent additicnal slab

loss that it presumed existed with
‘respect to Henraux and the other

~respondents and which was applied in
‘the preliminary determination.

DOC Positjoa: The Department
verified waste losses:for the
respondents who used a slab waste
factor and dimensioning waste factor as
-a basis to calculate their total cost of
produchon for the projects. These -
companies were Campolonghi-Freda,
Savema, Euromarble, Pisani and-

“Guarda. In all cases, except Guarda -

{whose response could not be verified),

. the slebbing waste factor and/or the

dimensioning v»aate x’ac'.or. which was

documen'eu at verification,,was
markedly higher tnan the losses

" reported in tne response. Therefore, tbe

Depdrtr\ent used the-actual waste:

losses obtained-at verificaticn as a basxs

for its final determination.

General Lonstrucled Valiie Comments

Commaent 13: The respondents argue
that the Department.incorrectly used: .
imputed credit costs:for czlculating
general exzenses in the preliminary
determination.-They contend that the
Department is bound to use actual’
expenses in its constructed a]ue The.
‘respondents cile cases and .
determinations which they- alleﬂe
support this position. They are Hercules
- Inc. v. United States, Al Tech Speciality

Steel Corp. v. United States, Industrial
Nitrocellulose from France, Tubeless
Steel Disc Wheels from Brazil, Titanium
Sponge from Japan and Oil Country
Tubular Goods from Israel in support of
this position. The respondents further
state that actual expenses should be

_used in the final determination. :
* The petitioner states that it is

essential for the Department to include

" imputed credit expenses in the

constructed value calculations, because
such expenses are imputed in the U.S.
price. The petiticner further states that
the Department's {ailure to incliide. such
imputed credit expenses would resultin

~ an improper comparison,

The petitioner claims that the
Department should follow its usual
methodology and include the “credit
‘expense’ as a selling expense in the

" constructed value.

DOC Position: The Department

{followed its usual methodology and.

included an imputed credit expense as

" part of selling expenses in constructed

value. This practice was recently upheld
in Silver Reed v. United States, Slip. Op.
88-5 (CIT. January 12, 1988), In the -
Department’s view, this credit expense
reflects the costs incurred by the
‘company (costs of debt and equity) in
financing its accounts receivable for the
product. To avoid double-counting, the
portion of actual interest expense .
attributable to accounts receivable was’
deducted from total interest chiarggs.’
Comment 15: The respondents’ argue

" that the Department must use the home

markét selling: expe'xse because section '
773(2) of the Act requnres that general

. expenses be use'“equal to that usually

reflected in salés-of merchandise of the
same general class or kind asthe
merchandise under considération which
are made by producers in the country of-
exportation.”

Petitioner claims that U.S. sellmg
expenses should be used because (1)
home market selling expenses have not
been verified, and (2} the sales'in the

 home maurket for the products under

investigation are very dxssxm‘lar from
the U.S. sales.

DOC Position: We agree that
generally the Department shouid use
home market selling expenses in
calculating constructed value. With
respect to sales of cut-to-size projects.
however, the Department determined
that, due to the uniqueness of the
merchandise, there was no
comparability bétween sales in the
home market and sales in the U.S.
‘Therefore, the Department used the U.S.
selling expenses as a surrogate for each
individual U.S. project for which a
constructed value was computed. The
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Department used home market selling -
expenses for slabs. :

Constructed Value/Cost Comments—
Henraux

Comment 16: The petitioner argues
that Henraux's raw block costs are
underreported bacause Henraux used
the moving average cost method in its
response. The petitioner further states
that the Department must use the
respondent’s highest raw material costs
for the final determination.

Henraux argues that'changing from
the moving average inventory method to
the cost for specific blocks used for cut-
to-size projects actually reduced
Henraux's material costs.

DOC Position: The moving average
inventory method was not-used because
it averaged the costs of the current
period with costs from prior periods.
Using Henraux's accounting system, we
were able to identify specifically the
blocks used on each cut-to-size prcject.
Therefore, the Department used the cost
of the specifically identified biccks for
the final determination. The effect was

to increase the cost of some projects and

to decrease the cost of others.

Comment 17: The petitioner argues-
that, if Henraux used an inflated
allocation of cost to marble and to
granite with thicknesses over 2%z inches,
it would unjustifiably reduce the
censtructed value for the projects.

DOC Pusition: The allocations of the
costs for marble and granite with
thicknesses over 2%z inches for the
projects were reviewed at verification.
We found no inflated allocations.

Comment 18: The petitioner argues
that costs of production of Henraux's
related company, Lavorazioni, rather
than the invoiced prices. should be used
for the cut-to-size projects. The
petitioner further states that comparing
related party invoices to unrelated party
invoices is questionable because
petitioner believes that the fabrication
input of unrelated parties is being
provided at less than cost. Responuem
states that all Lavorazioni sales are to
Henraux. The respondent argues that for
purposes of constructed value, the
related party prices should be used if
they reflect prevailing market prices .
cffered by other suppliers.

DOC Fosition: For purposes of .
constructed value, we have used the
transfer prices of the related company,
in accordance with. section 773(e)(2) ox J
the Act, since these prices were
comparable to prices charged by
unrelated suppliers.

For purposes of the cost of production
of slubs, we would ordinarily use the
cost of the input from related
compdmes However, since the transfer

prices presented in Henraux's response.

were equivalent to the cost of .
productlon the: Department d d not:
revise the response.

Comment 19: The petltroner argies.
that the sawing loss attributed to the -
cost of production for:Henraux's granite
slabs appears to be'unsubstantiated,

theoretical waste and does not account. -

for breakage or second quality slabs.
Herraux states that it accounted fully
for all waste costs.
DOC Position: Henraux mcaqures the

" usable size of the granite blocks and

computes the actual sawing waste for
the slabs in its'records. Therefore, the.
actual sawing waste was used in the

. final determination for the-cost of

production for slabs, rather than the .

" theoretical waste reported in its original

response.

Comment 20: The petxtloner argues
that the administrative record indicates
that the cost of dimensioning waste for.
the cut-to-size projects has not been
verified and, therefore, the Department-

‘snould use the best information

otherwise avallable ;
DOC Position: Total material cost was

- used for the cut-to-size projects.

Therefore, the Department did not need

" to measure the dimension waste in

calculating constricted value.
Comment 21: Petitioner questions
whether the factory overhead for -
Henraux was calculated properly.
Petitioner argues that the overhead
assigned to the projects appears to be
low and, therefore, the highest, verified
factory overhead amount should be
used. Henraux states that it accurately.

" included all overhead costs in its
- constructed value calculations.

DOC Position: The factory.overhead
in Henraux's response, including quality
control, maintenance, depreciation, yard
handling, block selection. and indirect
saiaries, was assigned lo various
aspects of the cost of cut-to-size projects

such as block cost and surface .

treatment. Other faclery overhead items.

such as internal transport, handling,
insurance. and consumakle material,
were assigned to the projects and lxsted
in the costs separately. Therefore, no
adjustments were necessary. . .
Comment 22: Petitioner states that the
respondent has not used the most
similar merchandise for the difference in
merchandise calculations and, therefore,
the petiticner's data should be used.
Henraux has submitted several
alternative product comparisons. .
DOoC Posmon We disagree ‘with,”

_petitioner as regards use of BIA, For..
purposes of comparisons, we have used |

that slab, ot cut-to-sjze, found to.be’
most similar to the slab sold to'the °
United States. This comparison is

different from that made at the time of

* our preliminary determination.

-Comment 23: Petitioner argues that all
costs ‘may not be included for one
project for which the material was sold
to an independent contractor and then
repurchased as completed cut-to-size
pieces. The respondent states that all
costs of the project were included in the
constructed value.

DOC Position: We agree with the

~ respondent. At verification, we

determined that granite blocks were
purchased for the proiect. A portion of

-the blocks were sawn into slabs and

polished prior to the sale of the slabs
and the sale of the remaining blocks to
an unrelated supplier. The amount
received from the supplier was deducted

“only from the material cost (not the total

value which would include the costs of

material and fabrication) to arrive at a
" negative-balance for the material cost

However, since the cost of processing by

" ‘Henraux and Henraux Lavorazioni and
the cost of repurchasing the finished
* product from the unrelated supplier

were included in total cost, the amount
received fron. the-sale of the slabs.and
blocks should have been deducted from
the total cost. The'net effect would have
been the same without giving. the -
appearance of obtaining a prom on the
sale of material.

Constructed Val_ue/Cost Comments—

Ny Campolonghi

Comment 24:The petitioner argues

~ that the Department should use the

market price of the granite block
purchased by Campolonghi from its
related company, Granite Marketing

~ Associates (GMA). The market price

should te the price charged to urrelated
customers. The petitioner further states
that distribution coste should not be
deducted from the sales price because

_the statute requires that every element
" of value reflected in sales to unreiated
parties be included in the price to

unrelated parties.

The respondent states that
commissions and handling fees incurrec
for sules to unrelated companies are not
incurred for sales to' Campolonghi and,
therefore, should be deducted frem the
sales price to unrelated companies when
comparing the prices.

DOC Position: We do not need to

. address this issue. The application of

either measure of price.has no impact cn

‘the margins for the projects.

Comment 25: The petitioner states the

"'Department must use the highest block
prices verified for Campolonghi,

because the Department was unable to
obtain permission from the Swiss
Ministry of Foreign Commerce to verify
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the cost of blocks purchased and sold to -

Campolonghi by GMA.

Campolenghi states that both it.and
GMA have cooperated fully in
attempting to obtain permission to verify
the records in Switzerland. Campolonghi
further states that it should not be
penalized for circumstances over uhu.h
it has no control.

. DOC Pesition: We were granied .
permission to \erify the cost and sales
records of GMA in Switzerland and
based the final determination on
verified data.

Comment 26: The petitioner argues -
that the Department must include all
costs of GMA for the granite-blocks
cbtained from them for the cost of -,
-production for slab sales.

Campolonghi argues that the transfer
price should be used for the cost of
production. The respondent states there

is no legal or logical justification for the

Department using related party prices in determination mast be based on

its cost of production analysis but not in
its constructed value calculations..The
respondent refers to:Washington Red
Raspberry Commission v. United States,
657 F. Supp. 637 (CIT, 1987):

DOC Position: The Depdrtment used

" the costs incurred by GMA in computing

the cost of production for the slab sales.
The constructed value related party
provision contained in section 773(e}(2}
is not directly applicable to cost of
production calculations, because, by its
terms it only refers to constructed value
calculations. See, Mirrors in Stock Sheet
and Lehr End Sizes from the Federal
Republic of Germany 51 FR 43403 (1936).
The Department based its cost of
production calculaticns on "generally
accepted accounting principles.”
According to these principles, when one
company is at least 50 percent owned by
another cempany, the costs are based
on the consolidaied financial
informaticn of the two companies. .

Comment 27: The petitioner argues
that a certain unaccounted for amount
of money in the respondent’s revised
methodology for special works should
Le allocated to the granite sold during
the period of investigation.

DGC Fosition: We have adjusted the
“special works™ in the response in
accordance with the revised calculation
obtained at verification. Approximately
one half of the difference was not
assigried to srecific special works
operations. This amount was so
insignificant that it would have no effect
on the cost of the special works.

Comment 28: Petitioner states that the
highest verified dimension waste factor
must be used for the final determination,
rather than the amounts provided l)y.
Campolonghi prior to verification.

- DOC Position: During the course of
the verification, actual dimensioning
waste for each granite type used in the
projects was obtained. This information
was tested against underlying
documentation and was used in the final
determination. For those granite types
for which a specific waste loss was not
ascertained, we applied the weighted-
average waste loss obtained at
venflcahon :

Comment 29: The petmoner argues
that the Department should use the
highest verified sawing waste factor in
the final determination, -

DOC Position: Calculations relaled to

- this loss factcr were tested extensively
against underlying documentation for.
two of the stone types and verified.
Therefore, the sawing waste factor

computed for each stone type was used

in the final determination.
Comment 30: The petitioner argues
‘that the polishing cost for the final

commercial square meters instead of
actual square meters.

DOC Position: We agree and have
used the unit cost based on commercial
square meters in the final determination.
~ Comment 31: Petiticner argues that
the Department should not accept the
deduction from selling, general and’
administrative expenses of legal
expenses that the respondents incurred
in the-antidumping investigation.

Respondent argues these expenses
should not be included because they
relate to future sales and not to sales
under investigation. The respondent
refers to Industrial Nitrocellulose from
France (51 FR 432a0 December 1, 1586)
and Certain S:ee! Pipes and Tubes from
Japan (48 FR 12€6, January 11, 1963).

- DOC Position: We agree with
‘responderts. Fol!owing our precedents
in Industrial Nitreceliviose and Stecl
Pipes and Tubes and Televisions from
Japan {53 FR 4030, February 11, 1984),
the Department hes net included the
expenses incurred by Campolonghi in
‘defending the antidumping investigation.

Cafnmez" 32: The "emloncr argues
thal the Department snou'd use the
accelerated degpreciation uced by the
cempany in its accounting records
mstﬂad of the straight’ lme depreciation

. calculated for the submission.

The resporent states the company
used a systematic method of
depreciation for the response instead of
the voluntary‘accelerated method used
to dofer corporate tax liability.

DOC Position: The Department
applicd the methed of depreciation
which was the methcd used by the
company in its accounting records and

. accepted in llaly for ﬁnancml statemem
purposes : < :

Comment 33: Petitioner argues thé
overall cost should be increased at least
34 percent to correct respondent’s
underreportmo of raw material costs as

" a result of the computation of dimension

waste.

"DOC Pesition: For the final”
determination, the dxmensmn waste
factor has been’ computed for each *
granite type on the'basis of the

' percentage of the quantlly of waste’ to .

the ouput of material quantmes fxom the
dimensioning process. This factor wis
then applmd {0 the cost of the project
incurred prior to the dimension progess
in order to obtain a dimensjon wasle
cost. Since_the factor used was based on
verified quantities of 0utp1.t an
additional increase in cost is not |

. warranted.

Constructed ValueICost Commentsr-
Freda )

Comment 34: Petmoner aroues that
Freda's purchases of granite “blocks from
its related compary, Campolonghi,
should not be relied upon for the final
determination. Petitioner states that
Freda made all-of its purchases of -
granite blocks from related companies,
and cites one-instance where Freda’
purchased granite block from'
Campolonghi and resold it one month
later at a profit. Petitioner states that the
calculation of Freda's constructed value
is overwhelmingly deperdent on the raw
materizl cost used for granite block. If
this price is inaccurate, the Department
must increase Freda's raw maler'dl
costs to reflect marke! values.’

Freda states that the block it
purchased from the Campolonghi and
sold to a third unrelated slabbing
compary for a higher price ore month
later was not so! 'd to that slabbing
company for its own production process.
Freda reguived the third company to
purchase the block. The Liock had been
sent to this company for conversicn into

‘stabs for Freda's use. As tne the slabs

were found to be unsaiisfagicry. Freda
billed the slabbing company the ccs stof
the block plus a profit.

DOC Posiiion: The Depd t".u nt
analyzed.the block and siab’ prlccs paid
by Freda to Can*polormhl and compared .
these to invoice prices of the same type
and size of product purchased from
unrelated cempanies. We found that
unrelated companies charged a Ligher
price. Therefore, in accordance with
section 773(e)(2). the Department
increased Freda's material costs by the
difference between the inv oice prices
between Freda and Cainpolcnghi and
the invoice prices for the same matarial
for lransachons between: unrelaled

‘companies,, when exact comparisons
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kould be made. The Department used an
average of these comparisons to’

increase material costs for the granite -

types for which an exact comparrson
could not be found. ’ :
The details of the purchase of the -
block and its resale one month-later -
were not provided to the Departmerit
during Verification and, therefcre. could
not be verified. :
"~ Comment 33: Petitioner argues that
constructed valucs for a sngmfxcant
number of projects were calculated - ..
erroneously, because Freda reported the
cost of granite blocks from related
companies rather than the cost of -

finished slabs purchased from unrelated :

companies.
DOC Position: The Department .
revised the material costs to reflect -

arm’s length transaction prices using the .

slabs that had been purchased and used
for the projects instead of the granite

blocks which had not actually been - -

. sawn and finished by the company for -
the projects. .

Comment 36: Petltroner argues that
Freda stated that its bjock vendor
credits Freda's account for broken,,
defective, or otherwise unusable slabs
Freda, however, provided no
documentation to support this
statement. The petitioner further states
that undocumented comments by a
respondent should nct be considered
verified information or.relied upon for.
the final determination, and that the
sawing waste factor of respondent
should be discarded or at least’ .
increased for the broken, defective or
unsuable slabs.

DOC Position: The Department used
the actual verified slab waste for those
specific granite types used in the- -

projects under mvestlganon for its .mal :

determination.

Comment 37: Petitioner argues that *

the Department verified the polishing
costs for only one type of granite and.
therefore, the unverified nature of -

Freda's other cost of production. requrree'

that the overall cost of production.be
determined by using petitioner's .
information as the best'informa'ion
available.

DOC Position: When all or some
elements of specific types of reported |
costs could not be verified, the .
Department made adjustments based on
information developed at verification.
However, these adjustments were .
confined to limited areas. Therefore, the
Department accepted the remainder of
Freda's respense whrch could be
‘verified.

Comment 38: Petitioner states that the
Department's verification report shows

that the dimensioning waste factor used

by Freda is incorrect. The petitioner-

.- granjte blocks from purchase to the

. provided. Therefore, the material costs-
_ were not verified and the Department

. performed various verification :
procedures to determine whetherall | .

l'urth'er states that the verification re‘port

_-indicated that the amount calculated by .

respondent at verification must be

increased by netting the beginning cut-

to-size granite inventory against net

" granite output. The report then states
“that the -responden‘t did not make such‘

beginning cut-to-size-.inventory. figures ;

“-available to the Departmentat . . ;.-

verification. Petitioner states that this .

<. refusal to cooperate with the.
‘Department's verifiers must lead the .=+ .
- Department to-discard the figures -
- provided by respondent.

Freda argues that the opening cut- to-
size slab inventory for 1987 wasnot
included in its waste calculations i
because the inventory included none of,

- the granite types subject.to the . ; - i
.investigation. Moreover, the opemng
“inventory.was not provided to the . ‘,

. Department during verification because

. « it was not.requested by the.Department

- at that time. Respondent furtherstates- .

that Freda personnel were cooperative

- with Department personnel and were

willing to answer questions and--

-recalculate or revise certain data ag;,
.- requested by the Department dunng the
verification process. -

. DOC Position: The Department .o
. requested that Freda provide its:.. ..
" dimensioning waste calculation. dunng

e

verification. Beginning inventory is one

of the factors which must be considered .
" for this calculation, Therefore, the .- -
" company should have provided this - .
. information to the Department during -

verification. Since Freda did.not do so, : -

the Department had to rely on a. BlA RS

number for this component. .
As'BIA, the Department derived a::

- dimensjoning waste factor by .

calculating “begmmng mventory" b‘ased
on the company's financial statements.
After adjusting the waste factor for the .-

begmnmg inventory, the Department .
~ applied the company's dtmensromng

waste factors to the company’s costs.

Constructed Value/Cost Comments— j: s

Formai and Northern G'ranites
Co'nmenl 39: The pettttoner alleges

that material ‘costs were not verified for v

Formai and Northern Granites because.
the compames ‘could not trace raw. .

completion of cut-to-size projects and

. certain critical documientation, such as .

invoices and ending inventory, were not

should use "best information,” |
DOC Position: The Department

e

materials used for a project were,

" included in the cost of production. The
) Department mspected the offrcral “block

Lheate

A TN

) ‘porchased Book”, which the companyrs -

required to.maintain for.the:Italy.- Tax
Authority, and traced actual invoices of
. the fabricators from-cut-to-size pieces to -
- slabs and blocks for the projects. The
-Department.concluded that all material
costs were included in the pro;ects
.reviewed, .: .
Cominent 40: The petitioner contends
:that-movement expenses related to
- bringing the block to the company and
exchange gains and losses of the -

- company should be included in

. “fabrication expenses for cut-to-size .«
. ‘granite and for slabs. S
DOG Pgsition: The movement . - .
“ expenses related to brlnglno ihe block to -
the company were included as material
~.costs-since they were incurred in order’
to make the material ava;leble for use'in "’
~'productiori; These were eppropnately
classified as material costs. -
The exchange gams and losses related
‘to material purchases could not be
‘segregated from’ the company s overall -
-exchange gains and losses. However, .“ .
"the net amount was so msrgmfxcant as .

* not to have : an effect on the cost of

materials. o
Comment 41: Petitioner argues that
since the cost of productron of North
_Granites was hlgher than the pnces
* charged by unrelated contractors for, .."
-sawing block, the actual costs should be ..
used, .’
Doc Posmon In calculatmg

* constructed value for cut- t0-size .
o prolects, the Department used the

‘invoiCe prices between Formar and.
"Northern Granites (Formar srelated |

N company) for sawrng performed by

" Northern’ Gramtes. purSuant to, sectlon
773(e](2) since these prices were .
comparable to prices paid to. unrelated
- companies. For, cost of. producho-r
* purposes, the Department used. . -~ ..
. respondeat's submission which was. - .
" based on transfer price; since transfer o
“price was equivalent to cost.
Comment 42: Petitioner states. that
there'is no evidence on the record that 4
_ Formai's and Northern Granite's selling,.
. general and administrative expenses
.were satisfactorily verified. - .
DQC Position: The, mformatron

T, presented in Formai's response was
.+, Teconciled to the underlying records of

“both compamee However, cgrtain costs
“included i in the,cost of manufacturing,

".. which ,was the basrs used to allocate the

..G&A expenses were ntlsclassrﬁed by

. Formai. Therefore, the Department. * .,

ad;usted the calculation by recl‘_snfym :

" these expenses.. .
Comment 43:. Tne petrtroner,clarrns

that the pro)ect mcluded in-Formai's . .

., respons .uwhrch was not: completed by .

November 30, 1987“ should not be o

% ;. 3 [
Tooven i 1o }

sy

oo
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'excluded because the Department is not
reviewing sixty percent of respondents
U.S. exports during the.period of

" investigation.

DOC Position: As explained in -
response to comment 9, the Department
obtained information on 60 percent of -
the sales completed during the POL In

* our view; this information is sufficient to -

determine whether Italian granite is .
being. or is likely to be, sold at less than
fair value. Therefore, we have not-
‘considered this addmonal sale by -
Formai.

Constmcted Value/Cost Comments l'or

v Euromarhle

Camment 44 Petitioner contends that .

for the final determination, the
Department should not rely on any data-
submitted by Euromarble, but should
" rely on the BIA. Petitioner bases this
contention on the belief that Euromarble
failed to establish the reliability and
credibility of its data during verification.
Although Euromarble resubmitted its
data, correcting the specific numbers
verified by the Department, the .
Department should not assume that
" unverified information resubmitted by
the respondent is correct. )
DOC Position: The Department o
verified the actual costs incurred by
Euromarble for purposes of the final -
determination. The Department did not

use the unverified information submitted-

by the respondent.

Comment 45: Petitioner contends that
Euromarble initially failed to submit all
of the costs incurred under factory - -

. overhead and general expenses for the
- granite'under investigation. The
corrected figures should be used in the

final determination, if the Department .

does not rely on the best information
available, as petitionerinsists.
" Respondent contends that Euromarble

does not enguge in drafting of any kind -
. either before or after a U.S. sale is made.-

Since Euromarble revised overhead
costs and'general expenses during the
. verification. the Departmeént should use
these verified expenses. i
- DOC Position: Neither Euromarble's
submission nor its revised calculations
included certain factory overhead ™
expenses, such as rent and other
industrial costs. Therefore, the
Department included these amounts
“‘which it obtained during the course of
verification and allocated these

1987.

Cumment 46: Petitioner contends that

all companies.incur a certain amount. of
additional waste at the slabbing stage
due to breakage, slabs cuts whose -
veining makes them second quality -
slabs, and other factors. This additional

waste must be accounted for in the ﬁnal
determination, since none of this
additional waste is accounted for by

’ respondent s.theoretical waste figure.

Respondent contends that the

‘Department scrutinized Euromarble’s
slabbing production data and reviewed -

information showing that sawing waste
figures used by Euromarble were
reasonable and accurate. ‘

DOC Position: The Department
examined actual slabbing waste for six. -
different types of granite during'the

" verification and reviewed actual -

slabbing waste for some cut-to-size - .°

. projects. Based on this analysis; the

- average waste factorused by the -

_ respondent was confirmed.

Comment 47; Petitioner contends that":
. the dimensioning waste percentages’

" examined by the Department are not
necessarily indicative of the percentages -

experienced on projects other than the
two projects.examined at verification.
Therefore, if the Department uses the

. dimensioning waste factor submitted by

the respondent, at a minimum, the
Department should use the highest
percentage of dimensioning waste factor

. submitted by the respondent.

Euromarble contends that the waste

- figures used in the submission were

conservative and reasonable, as the

- 'sample transactions that the Department

examined during verification:
demonstrated. ‘
DOC Position: The Department's
analysis of dimensional cutting waste,
during and subsequent to verification,

“reflected a higher overall dimensioning

waste than the estimated average used
by the respondent in its submissions.

. Therefore. a revised weighted-average
" waste factor was used for the ﬁnal

determiration,
Comment 48: Petxtioner contends that

--Euromarble’s claim for a reduction in its

costs. based on its related company -

- overcharging for sawing three

. centimeter thick slabs for.one type of -

. granite, should not be accepted. There is
" noindication in the verification report -

whether the revised price for this
sawing was a reasonable market value.
Respondent contenids that the revised
price, in fact, reflected market prices as

.demonstrated to the Department dunng '
_verification. *

DOC Position: The Department -

verified the amount claimed thmugh the
* published price list for the .
expenses based on the “cost of sales" in

subcontracting service and then
compared this amount to other invoices
for the same or similar service. After
this analysis. the Department concluded

-that the amount was actually higher
- than'the price that should have been

charged and, therefore, accepted
Euromarble s claim.

- -Constructed Value/Cost Comments for
Savema . -

Comment 49: The petitioner argues
that the Department should.not use -
Savema's theoretical sawing waste
figures to determine the amount of cubic
meter raw block which was necessary
to produce a square meter of finished

granite, because such information was

not verified. Instead the petitioner's ~
information or the average sawing
waste for the three granite types which

" were verified should be used. .. .

The respondent argues that the
slabbing waste used in the submission

‘was not theoretical. The amount used in

the response, the company claims, was
the average sawing waste rounded to
the nearest tenth of a centimeter and -~

* that this sawing waste was tested at -

verification'by a physrcal measurement.- ‘

. used.

DOC Position: The Department
calculated the slabbing waste for three

. granite types from documentation

provided by the company during °
verification and adjusted the material
cost for those projects which used the
granite types. The slabbmg waste for all
three types, which accounted for' a
substantial amount of the granite used -

_ in the-projects under investigation, were -

hlgher than the slabbing waste reported
in the submission. The Department, '
therefore, used a weighted-average
slabbmg waste based on these granite
types.

* Comment 50: The petitioner claims
that the Department should account for.
the exchange losses in the material costs

. calculations.-

DOC Position: The exchange losses
related to material purchases were so
insignificant that there was no effect on
the costs of the materials.

Comment 51: The pétitioner claims ~ °
that the verification report does.not

- state whether the sawing services,

finishing, dimensioning, dimensioning
waste and subcontract labor were

successfully verified.

DOC Position: During verification the
Department did not note any’
methodological questions or issues

- related to the reconciliation of the

information presented in the response
with the data maintained in the books of
the corhpany in its ordinary course of

- business. The dimensioning waste for

the granite types verified by the
Department confirmed the average
dimensioning waste used by the
respondent.

Comment §2: The petitioner argues )
that, in some cases, the allocation
method used to attribute factory
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oV erhead to different departments bore -

no relationship to the use-of the costs..
DOC Position: The Department tosted
the allocation of overhead using a
method which appeared to be'more .
rellective of the actual usage of specnfic

" overhead costs and found that this - R

method did not yield a different result in -
. the method used by-the respondent.
Comment 53: The petitioner claims :
that certain technical expenses, such as
drafting shop tickets and other services, .
should be project-related and should;, «
therefore, be included in the cost of .

- manufacturing, rdther than' general - -
expenses. Since Savema could not. <" .
identify these.services with a project,
the full amount should be included ‘and:
allocated to the projects. Savema
contends that.the expenses recorded are -
properly classnfied as general expanses
because: ... : :

(1) Techmcal services and

" administrative-functions are performed. |
by an unreleated company which billed
for both of these services in one amount

.not segregated as to the administrative

~or to the technical services; :

(2) The company pays.an’ even, fixed
admxmstranve fee;and.. -

* (3) Certain drafting costs are. related
to bids, not specific projects. -

DOC Position: The Departiment-did

. not revise the respondent’s submission

since the amount of technical services- -

. which were related to a specific project

" and which would have been:considered

_part of the cost of manufactur'ng could
not be determined.. :

Constricted Value/Cos( Commenls for
Pisani _.,“

- Comment:54: Respondem clanms that
some of the-deficiencies noted during -
- verification related to thg-dimensiori_ing
wasle are insignjficant and other . -
statéments are in error. For example; | .
although the Department states that -
there are no sales;made fsom - ...
misceilageous inventory, the company ;...
did, in fact, muke some sales. Also, .
according-{o the information attributed :-
to onerproject., the full amount.of the. . - -
block used in that project should not be B
attributed to the project since.in fact
the block was defective: Ceon

DOC Position: The: Department s

verification report summarizes-thé: -

information obtained during verification. -
Although there may be.additional-facts. -

related to some of the statements made -

", in the report, the:company did not- - - - .
provide such information during -
verification nor documentation to

support such statements. Therefore, any:
information: submitted is untimely. We ..
base our final determmdlion on vetified -
information.. -~ -, N

Comment 55: The pemroner argues
that, since the slabbing waste could not
be verified for Pisani, the Department
“should use the total waste for the two
_ granite types which were obtained
" during verification.

DOC Position: Because the- :
Department could not verify that the
total-output of slabs from the sawing:

" process were usable slabs for the cut-to- '

-size projects, the Department had to
resort to best information available. As -
BIA, the Department based the slabbing
waste on the overall waste for the two
.. granite types reviewed.during
-, verification and a third type analyzed -
subsequent to verification. The. .. .-
:Department deducted the dxmensnomng
. waste from the overall waste'to - -~~~
calculate a “best mformatxon émount
for slabbing waste.:

Comment 56: The petmoner clmms
that the Department should use the

actual lease expense reported on thé

" company's financial statements, not the'
“imputed amount which the. company

. calculated for its submission. - :
DOC Position: The Department.agrees
. with the petitioner and has included the . -

- amount for the lease reported on the
""company’s financial statements.

Comment 57: The pétitioner argues
" that the costs for production

- consultants, drafting, architectural '

consulting, quality control inspection,’
"and the salaries and termination'pay for

" the production manager, project

manager, and draftsman, should be
included in the-cost 6f manufacturing,”
because these costs are rélated to
-manufacturing..

-DOC Position: The Department agrees"
' with the petitionér and has reclassified

- these expenses as part of the costs of
-manufucturing.

Comment 56: The petitioner argues
 that the Department should not accept
*the unverified sawmg mvoxce charges as
"evidence that related companies charge
the same prices as unrelated compamcs
. The Dapartment must use “best . . .
: information available” based on the L
- petitioner’s information.’

DOC Position: The Depa’rtment
reviewed the invoice in qucshon and

has no basis to believe that it isnotan .

* invoice from an unrelated party. .
-« Therefore, the Department used this ~
invoice to adjust Pisani's fabrication
costs in accordance with sectxon
. 773(e)(2) of the ‘Act. )

Commeént’59; The pemloner'argueé
that the Department should use the -
: highest price for Pisani's block
purchases of Balmoral Red since the -
' company could not identify the block

- used in the project under investigation.

-The respondent contends that it told
the Department during verifi catlon that

the lower-pnced blocks were used for
the project.’

DOC Position: Since the specific block
used in the project could not be

- - determined from the company's records,

the average prices for purchases of

blocks of Balmoral Red were used.
Commerit 60: The petitioner contends

that Pisani's sawing costs should take

_.into account the additional amounts
charged by its subcontractor. Therefore,

the sawing'costs should be increased by
the amount of the subcontractor's

" charge.

The respondent argues that the
material costs were based on list price
and that, in addition to these charges,

discounts were also received.

DOC Position: The Department agrees
that the additional charges reflected on
the invoices for sawing costs should be
included when determining the total
costs for these services. The company

- did not provide invoices or other
'evrdence reflecting the discounts during
" verification,

‘Comment 61: The petitioner claims
that the Department should not reduce
the costs of slabs for reimbursements for
defective slabs because there is no
evidence on the record which supports
respondent's claim.

-DOC Position: The Department did
not make an adjustment for

. reimbursement for defective slabs

because the respondent did not provide

~ support for the statement.

Corment 62: The petitioner states
that, unless the Department has verified
that Pisani pays no transportation costs
from the non-Italian quarry to Italy, it
should attribute to Pisani's purchases of
raw granite block the highest
transportation expenses incurred by
another respondent to ensure that all
costs have been included in the ..
constructed value. -

" Therespondent claims that all of its

_purchases are from granite trading
- companies with offices located in the
, Carrara area and, therefore,

transportation cost should be the same.
DOC Position: The Department could
not verify the t‘ansportahon cost which

-Pisani submitted in its questionnaire

response. Therefore, as best information

. available. the Department used the
. amount of transportation costs reflected
. in Pisani's financial statements and

allocated this amount to each project

'bused on its cost of manufactunno
: 0ther Comments

Coimment 63: An interested party
argues that if contracts negotiated by

importers prior to the time of the

Department's preliminary determination

are not exempted from the suspension of
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liquidation order, matenal m]ury will be
caused these parties.

- DOC Position: Section 733(d)(2) of lhe
Act, 19 U.S.C. 1673b(d)(2). requires the
posting of a cash deposit, bond, or other
security for each entry subject to the

Department's suspension of liquidation

order. The Act does not allow the
Department to make this sort of
exception for merchandise subject to the
investigation.

- Continuation of Suspensnon of
Liquidation

In accordance with section 733(d) of
the Act, we are directing the U.S.-
Customs Service to suspend liquidation’
of all entries of certain granite products
from ltaly for all manufacturers/ =~ .
producers/exporters, with the exception-
of Formai, Henraux and Savema, that
are entered, or withdrawn from
warehouse, for consumption on or after
the date of publication of this note in the
Federal Register. For Formai & Mariani .

prehmmary antidumping duty .
determination are hereby released or
refunded. - .

ITC Notification .
In accordance with section 7359(d) of

the Act, we have notified the ITC of our .

determination. If the ITC determires.

- . that material injury, or threat of material

injury, does not exist, this proceeding

.. will be terminated and all securities

. posted as a result of the suspension of

S.r.1. and its related company, Northern.”

Granites'S.r.1.. Henraux S.p.A and -
Savema S.p.A., liquidation is riot

Customs Service shall require a cash
deposit or the posting of a bond equal to
the estimated amounts by which the

foreign market value of the merchandise .

subject to this investigation exceeds the
United States price .as shown below.
This suspension will remain in effeot
until further notice. The weighted-’
average margins are as follows: .

“Manufacturer/producer/exporter ¢
. : ’ age

Campoionghi ltalia S.p.A. and its related

companies, Freda S.p.A and Olympia ’

Marmi SpA. _.- 1.54
Euromarble S.p.A. 102
F. 11i GUArda S.p.A. ....cceeeeerecromionsennscsssens, § 28.34
Formai & Mariani Sr.1. and its related { -  °

company, Northern Gramtes St 0.21
Henraux S.p.A. . 0.09
Pisani Brothers S.p.A.......ccceemeesencrsrressaseed 483
Savema S.p.A © 000
All others 4.98

With respect to all companies except A

Formai & Mariani S.r.1, and its related.
company, Northern Granites S.r.1., and
Henraux S.p.A., the cash deposit or.
bonding rate established in the -
preliminary antidumping duty -

determination shall remain in effect with

" respect to entries or withdrawals from -
warehouse made prior to the date of

o . AGENCY: Import Administration,

. [0-475-702] ) S
 Final Negative Countervailing Duty

", liquidation will be refunded or -

cancelled. However, if the ITC -
determines that such injury does exist,
the Department will issue an .

" antidumping duty order on cerfain

granite products form Italy, entered, or.
withdrawn from warehouse, for

consumption after the suspension of ..’
" liquidation, equal to the amount by

which the foreign market value exceeds

? the United States price.

- This determination is pnﬁhshed

" pursuant to section. 735(d) of the Act (lb ‘
“U.S.C. 1873d(d}) L

July 13, 1988..

suspended. For the remaining firms, the - Jan W. Mare,

Assistant Secratary for Impart
Administration.

[FR Doc. 8816213 Filed 7-18-88: 845 em]
BILLING CODE 3510-05-M

g

Determination; Certain Granite
Products From italy

International Trade Administration, .

" Commerce. :

publication of this notice in the Federal

Register. This suspension of liquidation
will remain in effect until further notice..
With respect to Formai & Mariani S.r.1.,
and its related company Northern .
Granites S.r.1., and Henrdaux S.p.A., any
bond of other security ordered in its

" . AcTioN: Notice.

 SUMMARY: We determine that de

minimis countervailable benefits are'

** being provided to manufacturers, *

producers or exporters in ltaly of certam
granite products-as described in the’

“Scope of Investigation™ section of this
_ notice. Since the estimated net subsidy

is either de minimis or zero for all_ -
manufacturers, producers or exporters

* in Italy of certain granite products, our, -

determination is negative.
We have notified the U.S.
International Trade Comxmssuon [I‘!‘C)

-.of our determination.

EFFECTIVE DATE: July 19, 1988. -
FOR FURTHER INFORMATION CONTACT:
Mark Linscott, Lori Cooper or Barbara. .
Tillman, Office of Investigations, Import
Adminigtration, International Trade

i Admmlstrahon.US Department of -

Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230;
telephone: (202) 377—8330. 377-8320 or
377-2438.

SUPPLEMENTARY mroummon .

- Final Determination

Based on our im%estigation. we

.determine that dé& minimis

countervailable benefits.are bemg :
provided to mariufacturers, producers or

- exporters in Italy of certain granite

products. For purposes of this -
investigation.,the following programs
are found to confer subsidies: - - .
e Preferential Transportation Rates .
¢ Interest Rebates on Conversion

".'Loans from the European Coal and Sleél 3

* Community (ECSC) .

¢ Reductions in Social Security .
Payments for Companies Localed inthe .

- Mezzogiorno

e Tax Concesaldns under Law 614
' We determine the estimated net

 subsidy under these programs to be de

‘minimis or zero for all manufacturers,

- producers or exporters in ltaly of certain '

granite products.

Case History ' e
Since the publicaﬁon of the

'preliminary determination [Prelzmmary

Negative Countervailing Duty

- Determination: Certain Granite '

_ Products from Italy (52 FR 48732,

- December 24, 1987)] (Certain Granite),

the following events have occurred. On
December 30, 1987, petitioner requested

_ an extension of the final determination

to correspond with the final -

. determination in the concurrent .

antidumping duty investigation of

" certain granite products from Italy. On

January 28, 1988, we published the

.. extension notice (53 FR 2521). On March -

2. 1988, respondents requested a
postponement of the final antidumping
duty determination from:May 9, 1988; to
June 20, 1988. On.March 15, 1988, we.

_published a postponement notice {53 FR

- 8479, March 15. 1988).-On.June 2, 1988,
- respondents requested another -

postponement of the final determination
in the antidumping duty investigationto
July 13, 1988: This postponement notice -
was pubhshed on ]une 15, 1988 (53 FR
22369).

The Govemment of Italy (GO!) and

" respondent companies submitted aa
- supplemental questionnaire responses -

o

on the following dates: January 28, 29,
February 1, 2, and March 29, 1988. -
From-April 5 to May 2, 1988, we
conducted verification in Italy of the
questionnaire responses of the GOI and

- the following respondent companies:

-.-. Campolonghi and related companies
* Freda and Olympia Marmi, Euromarble, .

Henraux and related company Giuseppe
Furrer; Pisani, Fratelli Guarda, Bonotti,
‘: Antolini Luigi, Granitex, Margraf, .
Marcolini Marmi and Cremar. -
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The granite facade of the International Trade Commission Building was
designed by * * * of the architectural firm * * *, * * * % % % jg a3 Jeading
architectural firm which has been active in the use of granite in building
design. On the Commission building, granite is used up to the height of about
two floors (three floors around the main entrance), about the range the eye
casually scans. The facing on the first floor facade is highly polished
granite, enhancing the natural red of the stone. However, on the second floor
of the facade, a granite aggregate material is used and appears almost grey.
The grey effect on the second floor then blends evenly into the upper floors of
the facade, which are concrete. The outdoor paving is thermal-flamed,
providing a rough surface for walking but yielding a rich color and shine like
that on the first floor facing. The lobby and public hallways on the ground
floor continue this effect with a mixture of flamed and polished wall veneer
and floor tile. The impression for the casual observer is of a great deal of
granite, lending a solidity and luxury to the building. As the building’s
primary tenant, the Commission has a tradition and function which are well
suited to the institutional character of granite construction.

* % % ig familiar with different granites through * * *, For the
Commission building, * * * granites were specified (identified as approved),
with the preferred choices being * * * These granites all are large-grained
deep pink/light red. The U.S. granites are quarried * * *, The other * * *
specified granites were * * *, % * ¥ Samples of some of these granites may
be viewed in room 615J..

* * * * * * *
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Table E-1
Certain granite: U.S. shipments, imports, and apparent consumption, 1985-87,
January-March 1987, and January-March 1988

(In thousands of dollars)

January-March--

Item 1985 1986 1987 1987 1988
U.S. shipments 1/.......... 64,145 67,134 72,261 19,009 17,514
Imports from—- :
Italy 2/ceeieinrcncnnnees 78,480 109,716 91,867 21,169 24,394
Spain 3/..cieiiiiiiiianan 5,038 6.228 5,884 1,350 1,630
Subtotal.....ivevvennns 83,518 115,944 97,751 22,519 26,024
All other countries...... 11,360 12,678 14,879 3.585 5,429
Total imports 4/....... 94,878 128,622 112,630 26,104 31,453
Apparent consumption 5/.... 159,023 195,756 184,891 45,113 48,967

1/ U.S. producers’ company transfers and open market sales of finished granite.
Understated by an estimated 15 percent.

2/ Equals 87 percent of imports from Italy under TSUS 513.74.

3/ Equals 47 percent of imports from Spain under TSUS 513.74.

4/ Equals 76 percent of imports from all countries under TSUS 513,74,

5/ This figure includes imports of slab, which are further processed into
finished granite and sold, primarily by marble shops. However, ‘because the
majority of marble shops did not respond to the questionnaire, there is minimal
double-counting.

Source: U.S. shipments data compiled from data submitted in response to
questionnaires of the U.S. International Trade Commission. Import data is
based on official statistics of the Department of Commerce, as adjusted in the
petition at p. 58.
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Table E-2
Certain granite: Subject imports from Italy and Spain and all other imports,
1985-87, January-March 1987, and January-March 1988

(In thousands of dollars)

January-March--

Source 1985 1986 1987 1987 1988
Subject imports from:
Italy 1/.cceeeeennnees cees 52,993 78,435 65,487 14,269 18,633
Spain 2/..cceieinennnnn eee. 5,038 6.228 5,884 1,350 1,630
Subtotal...... seeeves. 58,031 84,663 71,371 15,619 20,263
All other imports.......... 36,847 43,959 41,259 10,485 11,190
Total imports 3/......c... . 94,878 128,622 112,630 26,104 31,453

1/ Equals 87 percent of imports from Italy under TSUS 513.74, minus the
estimated value of fairly traded products. This estimated value is based on
reported export volumes and calculated unit values of imports from Italy.
Although there is a time lag between export from Italy and import into the
United States, holidays and winter weather reduce the volume of granite
shipments in December and January; thus, the data presented are not believed to
be unrepresentative.

2/ Equals 47 percent of imports from Spain under TSUS 513.74.

3/ Equals 76 percent of imports from all countries under TSUS 513.74,

Source: Compiled from official import statistics of the U.S. Department of
Commerce, adjusted according to the petition, at p. 58; from data submitted by
counsel for the Italian fabricators regarding exports from Italy to the United
States of fairly traded products; and from data submitted in response to
questionnaires of the U.S. International Trade Commission.
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1987, and January-March 1988
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Certain granite: Share of U.S. consumption supplied by subject imports from
Italy and Spain, all other imports, and U.S. producers, 1985-87, January-March

Item

January-March--
1985 1986 1987 1987 1988

U.S. consumption........$1,000..

Share of U.S. consumption
supplied by--

Subject imports from--
Italy.eveeeeessssspercent,,
Spain...ceessesq....percent..,

Subtotal.......percent..

All other imports....percent..

All imports......percent..
U.S. shipments.......percent,,
Total.ieeceeosessss.o.percent..

159,023 195,756 184,891 45,113 48,967

33.3 40.1 35.4 31.6 38.1

3.2 3.2 3.2 3.0 3.3
36.5 43.2 38.6 34.6 41.4
23,2 22,5 22.3 23.3 22,8
59.7 65.7 60.9 57.9 64.2
40,3 34,3 39.1 42,1 35.8
100.0 100.0 100.0 100.0 100.0

Source: Based on data presented

in tables E-1 and E-2.
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APPENDIX F

| SAMPLE BID SPECIFICATION PAGES
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