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STATEMENT OF REASONS

KINGSTON, JAMAICA REF. NO. AD-01-2003
March 15, 2004

IN THE MATTER OF an investigation, pursuant to section 4 of the Customs
Duties (Dumping and Subsidies) Act, 1999, on the initiative of the Anti-Dumping

and Subsidies Commission on behalf of the Jamaican cement industry.

AND IN THE MATTER OF the Preliminary Determination by the Anti-
Pumping and Subsidies Commission, pursuant to section 27 of the Customs Duties
{Dumping and Subsidies) Act, 1999,

IN RESPECT OF the dumping in Jamaica of Ordinary Portland Grey Cement,
originating in or exported from the People’s Republic of China, classified under
Harmonized Tariff Schedule (“HS”) Codes: 2523.29 and 2523.291.

L BACKGROUND
On December 16, 2003, the Commission self-initiated an investigation pursuant f{o sections 4,

22(2}, (3), (4) and 23 of the Customs Duties (Dumping and Subsidies) Act, 1999 (hereinafter
referred to as “the Act™), and in accordance with Article 5° of the World Trade Organisation

! The Commission is empowered under section 4-(1)(a) to carry out investigations in relation to the dumping of goods
on its own initiative,

Pursuant o Asticle 5.6 of the WTO Antidumping Agreement, an Investigating Authorsty may, in special
circumstances, initiate an investigation without having received a written application by or on behalf of a domestic



(“WTQ”) Agreement on Implementation of Article VI of the General Agreement on Tariffs and
Trade 1994 (WTO Antidumping Agreement), into the alleged injurious dumping into famaica of
Ordinary Portland Grey Cement originating in or exported from the People’s Republic of China
(“China” or the “PRC™).

The investigation was initiated following a determination by the Commission that where, during
the course of an inveszigati0n3 or otherwise’, it receives information regarding the dumping of
goods that are like goods produced by the domestic industry, and where an investigation
concerning such dumping cannot be examined or adequately addressed in the context of that
investigation or in the circumstances in which the information was received, that this would
constitute “special circumstances” for self-initiation. The Commission received information from
China and the Importer in the prior Safeguard Investigation which it considered sufficient
evidence of dumping, injury and causation in accordance with Article 5.6 of the Antidumping
Agreement. Accordingly, the current investigation was initiated to provide an opportunity for
interested parties to present their views on the Commission’s initial deter%nination of sufficient

evidence of dumping, injury and causation.

On December 16, 2003, the Commission issued a notice pursuant to section 23 of the Act advising
interested parties that it had commenced an investigation pursuant to sections 4, 22, and 23 of the
Act with respect to imports of cement from China and invited interested parties to file written

submissions presenting facts, arguments, and evidence relevant to the investigation.

Section 5 of the Act provides that the Commission shall seek to obtain all information that it
considers necessary to assist it in its investigation. Immediately following the initiation on
December 16, 2003, further information was sought from Mainland, Longkou, Shandong and the
Domestic Industry, in the form of Requests for Information (RFIs), to acquire information to

enable the assessment of China as a non — market economy for the purposes of determining

industry for the initiation of such investigation, if there is sufficient evidence of dumping, injury and a causal link to
justify the inittation of an investigation.

* On October 16, 2003, the Commission initiated an investigation pursuant to sections 4, 6 and 8 of the Safeguard Act
in respect of the increase in imports into Jamaica of OPC originating in or exported from Argentina, Ching, Egvpt and
Russia. The Commission was of the view that the information it received during the course of the Safeguard
Investigation provided sufficient evidence of dumping, causation, and injury. with respect to imposts of cement from
China, to justify ifs self-initiation of the current investigation,

* The Commission is of the view that the exercise of its discretion fo self-initiate is not limited to information it
receives during the course of an investigation, but may result from information received from its own research,
irrespective of whether there is an ongoing investigation.



appropriate price comparisons. The RFl's were also requested to allow the parties to comment on
the Commission’s choice of Indonesia as a surrogate for the purpose of the investigation and
obtain more current information for the Commission’s records. The responses from the parties
contained no objection to the categorisation of China as a non-market economy nor did these

responses oppose the use of Indonesia a8 the appropriate surrogate country.

Responses to the RFIs were initially to be submitted no later than Thursday January 22, 2004 and
then no later than Tuesday January 27, 2004, with an extension. An application for an extension of
the January 22, 2004 deadline was received from both Mainland and the Domestic Industry. In
both instances the extension was granted to January 27, 2004,

On January 27, 2004, the Commission received the Domestic Industry’s responses to the RFls,
and, on January 6, 2004, the submissions from Longkou and Shandong respectively. Mainland
indicated ifs intention to cooperate to the best of its resources 1n a letter to the Commission dated
January 5, 2004, However, to date no responses to the RFI’s have been received from Mainland.
In a letter dated March 5, 2004, Mainland was directed to complete its filing and informed that in
the absence of its responses, the Commission will, pursuant to section 4(6) of the Act, resort to the

use of the facts available to it at the time of making the preliminary determination.

The record of this investigation consists of all documents that relate to the Commission’s decision
to initiate the mvestigation, the Statement of Reasons for the initiation, and the confidential and
non-confidential versions of the submissions received. All non - confidential submissions were

rade available to the parties.

H. STANDARDS FOR THE MAKING OF A PRELIMINARY DETERMINATION

Section 26 of the Act sets out the standard to be met for the termination of an investigation where
the Commission decides to terminate an investigation before a preliminary determination is made.
The standard is that there is insufficient evidence of dumping to justify proceeding with the
investigation; the margin of dumping is de minimis; the volume of dumped imports (actual or
potential) 15 negligible; or the injury or the threat of injury is negligible, and that the evidence does
not disclose a reasonable indication that the dumping has caused or is likely to cause material
mjury. Implicit in this standard is the standard to be met for an affirmative preliminary

determination; that is, there is sufficient evidence of dumping that is more than de minimis, that



the volume of imports is not negligible, or that injury ( actual or threatened) is not negligible, and
that the evidence discloses a reasonable indication that dumping has caused or is likely to cause

material injury.

Section 27 (2) of the Act requires that the Commission, prior to the making of its preliminary
determination, and on the basis of the information available, estimate the margin of dumping,
specify the goods to which the preliminary determination applies, and specify the name of the

person whom the Commission believes to be the importer of the goods in Jamaica.

As a result of its preliminary investigation, the Commission is satisfied that the goods under
consideration have been dumped, that the estimated margin of dumping is not de minimis, that the
volume of dumped goods is not negligible and that the dumping of the said goods has caused and
is likely to cause material injury to the domestic industry. Accordingly, the Commission has made
an affirmative Preliminary Determination, pursuant to section 27 of the Act and has decided to

impose provisional duties in the amount of 96.27 per cent, effective March 29, 2004.

Based on the information available to the Commission as compiled from the submission of the
parties, and its own research, the Commission now set out its estimated margin of dumping, the
specific goods for which it recommends the imposition of provisional duties, and the name of the

subject Importer.

Hi.  PARYIES TO THE INVESTIGATION

The Domestic Industry is represented by Caribbean Cement Company Limited, also referred to

as “the Domestic Industry” or “CCCL”, with registered offices located at Rockfort, Kingston. The
Domestic Industry, also referred to as the Domestic Producer, is a limited lability company
incorporated under the laws of Jamaica and is in the business of manufacturing and selling bagged,
bulk and ready-mix cement. The company is also an importer of cement. The Domestic Industry
is the sole producer of OPC in Jamaica. Therefore, the Commission having obtained the
Domestic Industry’s support for self-inititiation is satisfied that the threshold for standing in
sections 22(2)-(4) of the Act has been met.

The Importer refers to Mainland International Limited, hereinafter referred to as “Mainland”,

with registered offices located at 8 March Pen Road, Spanish Town, St. Catherine.




Suppliers is a term used to refer collectively to both the Domestic Industry and the commercial

Importers, including Mainland.

The Exporter is Shandong Metals & Minerals /B Corp., 9 Tangyi Road, Qingdao, China 266011,
Tel: 86-532-575-5583, Fax: 86-532-575-5615; also referred to as “Shandong”.

The Producer is Longkou Fanlin Cement Company Limited, Zhu You Guan Town, Longkou,
Shandong, China, Tel:0535-856-1336, fax: 0535-856-1337; also referred to as “Longkou” or the

foreign producer.

Other Parties are RBlue Atlantic Investments Limited, hereinafter referred to as “Blue Atlantic,”
with offices at The Courtyard, 12 Hill Street, St. Hellier Jersey JE2Z 4UB. Blue Atlantic is an
intermediary in the transaction and is in the business of providing logistic suppott. In its
December 17, 2003 RFI to Mainland, the Commission requested the names and addresses of all
logistic entities involved in the purchase and shipping of cement originating in or exported from
China. The Importer has faiied to present information on the logistics entities and as a result, the
Commission, in reliance on the facts avatlable to it, finds support for the inclusion of Blue Atlantic

for the purposes of determining payments received for its participation in the transaction.

IV.  SCOPE OF THE INVESTIGATION

The Commussion defines the scope of the investigation as follows:
ORDINARY PORTLAND GREY CEMENT USED FOR BUILDING OR CONSTRUCTION PURPOSES
ORIGINATING IN OR EXPORTED FROM THE PEOPLE’S REPUBLIC OF CHINA.

The scope of the investigation has been defined narrowly and specifically exciudes oil-well
cement (2523,292), as it is a specialised product with unique properties unlikely to be imported
into Jamaica as a substitute for OPC. The Commission also maintains that despite some
similarities between the investigated product and White Portland Cement, white cement is not

within the scope of the investigation.



A, GOODS UNDER CONSIDERATION

For the purposes of this investigation the Commission determined the scope as including the
goods under consideration that fall under the above tariff classifications (and also typically under
tariff heading 2523.29) for OPC imported from China, and finds support for its determination
from the relevant Customs C-78 entry forms. Owing to the fact that in the Jamaican market all
cement types are substitutable and thus a single fungible product, the Commission maintains its
position that the scope of the investigation should encompass all cement types imported under the
Harmonized System (“HS”) Codes 2523.20, 2523.291 and 2523.29 that are used for any building
or construction purposes, regardless of type or quality, whether sold or imported per metric ton or
in bulk, 1.0 or 1.5 MT Q.P. Big (or Jumbo) Bags, 42.5 kg sacks or 50 kg sacks, or packaged in any

other form, and for distribution or sale on the local market in any form®.
B. PHYSICAL CHARACTERISTICS AND USE

The goods under consideration have been labelled and imported as OPC Type 1 or ordinary
building grey cement. The Commission is of the view that both the domestic and the imported
goods conform to technical industry standards accepted worldwide and developed by the
American Society for Testing and Materials (ASTM), specifically ASTM C-150.

Ordinary Portland Cement is a hydraolic cement consisting mainly of compounds of lime,
alumina, calcium, silica and iron oxide which, when mixed with water and aggregate chemically,
react to form concrete, the most widely used construction material in the world, Cement is used
predominantly in the production of concrete and it is the binding agent in concrete and is used
almost wholly by the construction industry. The chief end uses are: highway construction, using
ready-mix concrete; building construction, using ready-mix concrete; concrete blocks; pre-cast
concrete units; and individual smaller units. There are eight types of Portland cement, which are
classified as Types I through V. In addition, a number of special - purpose hydraulic cements are
manufactured, including White Portland Cement. The setting properties and strengths of White

Portland Cement are similar to Grey Portland Cement and its uses may be similar, despite the

* The narrative definition is covered under separate sub-headings of the Tariff Scheduole and represents the scope of
the investigation, notwithstanding the tariff classifications below, which are provided for Customs’ purposes.

252320 Portland Cement
2523.2910.0 Building Cement (grey)
2523.29 Other



differences in colour between. However, white cement may be preferred to grey cement for
architectural and aesthetic purposes. In the Jamaican market, white cement is not substitutable for
grey cement because of its significantly higher cost, and was not imported into Jamaica over the
Period of Investigation (the “POI"™).

C. PRODUCTION PROCESS

Portland Cement, the basic ingredient of concrete, is a closely contrelled combination of calcium,
silica, aluminium, iron and small amounts of other ingredients to which gypsum is added in the
final grinding process to regulate the setting time of the concrete. Common ameng the materials
used in the manufacture are limestone, shell, and chalk or marl combined with shale, clay, slate or
blast furnace slag, silica sand and iron ore. There are mainly two different processes, dry and wet,

used in the manufacture of Portiand cement.

Rock mined from a quarry, is crushed and then stored with other raw materials to be further
processed. After analysis, the raw materials are proportioned, ground to fine powder and blended.
In the wet process, the raw materials are ground with water and fed into a kiln as slurry. This
process Is used where the limestone, shale and cilay are soft. Later in the process, additional
energy is used to remove the excess water. In the dry process, the raw materials are ground,
mixed and fed to the kiln in a dry state. This process is used when the limestone, shale and clay
need to be ground. In other respects, the two processes are alike. As the raw materials move
through the kiln, they are dehydrated and calcinated. The material is then transformed to clinker
from which cement is produced.

V. LikE GOODS

The Customs Duties (Dumping and Subsidies) Act, 1999 section 2 defines like goods in the
following manner:
Like goods, in relation to any other goods means
(a) goods which are identical in all respects with those other goods, or
(b) in the absence of identical goods as aforesaid, goods of which the uses

and other characteristics closely resemble those of the other goods.



The Commission concludes that the OPC produced by the Jamaican industry is “like” the goods
under consideration because they share substantially the same physical and chemical
characteristics, production process, end-uses and channels of distribution as the goods under
consideration. The Importer has not presented information on the quality and performance
characteristics of the goods under consideration, and there is no information on record to suggest
that consumers perceive that either the domestically produced product or the goods under

consideration is different from the other.

VI PERIOD OF INVESTIGATION

The period of investigation (POI) is the period selected for which imports into Jamaica will be
assessed to determine whether the imports from the named country have been dumped and, if so,

the effect of the dumping.

The POI for dumping commences one year prior to the date of initiation, that is December 15,
2002 through December 16, 2003. The goods under consideration were first imported in August
2002, then 1n December 2002, and more recently in March 2003.

The POI for the injury analysis commences three years prior to the date of initiation, that is,
December 13, 2000, through December 16, 2003, in addition to the post initiation period for which

datz is available.

VII. THE JAMAICAN MARKET

The Jamaican cement market was supplied by the Domestic Industry from its own production and
from sales of imported cement until 1999, when there was the addition of one more commercial
supplier of imported cement, Mainland. Subsequently, more commercial suppliers of imported
cement entered the market, the most recent addition being ARC in 2002. The total supply of
cement in the Jamaican market is currently determined by the relative availability of the cement
from these three sources. The responsiveness of cement supply in Jamaica is largely dependent on
the level of Domestic Industry capacity, the ability of the Domestic Industry to utilise its capacity,
and the availability of imports from alternate markets and inventories of the product.



The demand for cement® is a derived demand and can be assessed on the basis of activities in the
Construction Sector, in particular activities in non-residential construction. Historical trends
suggest that the slowing of activities in the construction and installation sectors have resulted in a
lower level of demand for cement. However, while construction activity is fo a large extent driven
by Income, it is also influenced by autonomous factors such as government projects7. Cement is a
required input into construction and because the construction sector in Jamaica relies heavily on
block and steel technology,” as opposed to other less suitable substitutes’, the demand for cement
as an input into construction is refatively inelastic. In addition, the availability of cement impacts

on the demand for other inputs into construction.

However, while the demand for cement is generally inelastic, the demand for individual suppliers’
cement is becoming more responsive to price, based on the availability of substitutes and the
effective channels of distribution of each supplier. Given that cement is a product that is usually
bought in large quantities, the Commission is of the view that small differences in price can have a

significant impact on the demand for individual suppliers of cement.

With regard to consumption'”, this has grown by approximately 8 per cent in 2003 over its 2002
levels. In 2003 domestic consumption, estimated at approximately 760,492 MT, was
approximately 15.53 per cent above the 1999 consumption levels. On the other hand, the
domestic industry’s market share has declined consistently since 2000, while that of the
competitors has either remained stable or increased. For example, ARC’s market share increased
significantly after its entry to the market in late in 2002 to reach, approximately, 12.47 per cent in
2003, and Mainland’s market share has remained on average between 10 and 11 per cent over the

period of investigation.

® The demand for cement is a derived demand, that is, it is not demanded for itself but for the use to which it can be
put.
" "The major projects driving activity in the sector are, the resumnption of work on the Northern Costal Highway as well
a'a the continuation of construction work on Highway 2000,

* Estimates from the Sarvey of Living Conditions indicate that this represents 63.3 per cent (2001) of the housing
market for outer walls. CCCL s February 27, 2064 submission in SG-01-2003.

Subaiitute materials in constructions include, wood, stone, brick, concrete aog, wattie and daub.

"% Consumption estimates are based on the actual sales data of Mainland and CCCL, as well as estimates based on

market intelligence for ARC sales.



VI,  ECONOMIC CONDITION OF THE DOMESTIC INDUSTRY 1997.2002

The analysis of the economic condition of the Domestic Industry, in particular for the 1997-2002
period, is a historical look at the development, growth and stability of operations of Caribbean

Cement Company from a financial perspective.

For the three year 1997 to 1999, the Domestic Industry reported significant operating losses while
showing a steady growth in revenues. In an attempt to reverse this negative trend, the Domestic
Industry embarked on & strategic process of reengineering in 1999 involving significant capital
investment, repairs and retooling of its production facility, refinancing of its debt portfolio and
changes in management and marketing strategies. The success of the restructuring was
immediateily manifested in 2000, when the Domestic Industry reported net operating profits and
growth in all its major indices. This growth continued to the extent that by the end of 2002, the
Domestic Industry was reporting record- breaking levels in performance. To quote the Chairman
in his statement to Shareholders in its 2002 Annual Report, “we achieved record performances in
every business centre. The highest ever performance, in the history of this Company, was recorded

in the areas of clinker production, cement production, cement sales and profits”."’

The restructuring exercise in 1999, while successful, was not achieved without a price. With the
closing down of some areas of the production facility to facilitate major repairs and retooling, the
Domestic Industry was not able to adequately supply the demands for cement in the market which
was showing steady growth, and had to resort to covering the shortfall by importing significant
quantities of cement in 1999 and 2000. This period of shortages, opened the market for the

introduction of a major importer, Mainland International, since 1999,

In its deliberations on the injury suffered by the domestic industry, the Commission congidered the
historical performance of the Domestic Industry before and during the periods when dumped
mmported cement threatened injury up to 2002, and the 2003 period where actual injury is

observed. The findings on the level and materiality of this injury are presented below in Section
X1

" Caribbean Cement Company Limited, Annual Report 2082, p.5
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