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UNITED STATES INTERNATIONAL TRADE COMKISSION
Washington, DC

Investigations Nos. 731-TA-406-408 (Preliminary)

ELECTROLYTIC MANGANESE DIOXIDE FROM GREECE, IRELAND, AND JAPAN

Determinations

On the basis of thg record 1/ developed.in the subject investigations,
the Commission determines, pursuant to section.733(a) of the Tariff Act of
1930 (19 U.S.C. § 1673b(a)), that there is a reasonable indication that an
industry in the United States is materially injured by reason of imports from
Greece, Ireland, and Japan of electrolytic manganese dioxide (EMD), provided
for in item 419.44 of the Tariff Schedules of the United Stateg, that are

alleged to be sold in the United States at less than fair value (LTFV).

Background -

On May 31, 1988, a:petition was filed with the Commission and the

Department of Commerce by Chemetals, Inc., Baltimore, MD, and Kerr-McGee'
Chemical Corp., Oklahoma City, OK, alleging that an industry in the United
States is materially injured ana is threatened with further material injﬁry,
by reason of LTFV.impor;s of EMD from Greece, Ireland, and Japan.
. Accordingly, effective May 31, 1988, the Commission instituted preliminary
antidumpiﬁg invéstigations Nos. 731-TA-406 (Preliminary) (Greece), 731-TA-407
(Preliminary) (Ireland), and 731-TA-408 (Preliminary) (Japan).

Notice of the institution of the Commission’s investigations and of a

public conference to be held in connection therewith was given by posting

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



copies of the npt%pe in the Office-of the Secretary, U.S. International Trade
Commissiop, Wasﬁingtonétpd,.qnd by publishing the notice in.the Federal
Register of June 8, 1988 (53 F.R. 21530). The conference was held in
Washington, DC, on June 20, 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 there is a reasonable indication that an
industry in the United Staﬁes is materially injuréd by reason of imports of
electrolytic manganese dioxide (EMD) frbm Greece, Ireland and Japan that are

allegedly being sold at less than fair value>(LTFV).

Like product and domestic industry

To determine whether there exists a ''reasonable indication of material
injury,"” the Commission must first make factual determinations witﬁ respect to
. "like product” and "domestic industry”. 1/ The imported product subject to‘

these investigations is manganese dioxide that has been refined in an
.electrolysis process. 2 ¥ EMD is-an intermediate product used in the
production of dry cell batteries, and comes in three physical forms -- powder,
chip or plate form, and two grades -- alkaline or zinc chloride. All three
forms and both grades are included within the scope of investigation. 4/

The production of EMD involves three steps: ore handling, electrolysis

and finishing. In the finishing stage, the anodes are removed from the cell

"and the EMD deposit is stripped from the anodes, washed and neutralized to

1/ section 771(4)(A) of the Tariff Act of 1930 defines the relevant domestic
industry as the "domestic producers as a whole of a like product, or those
producers whose collective output of the like product constitutes a major
proportion of the total domestic production of that product . . . ." 19
U.S.C. § 1677(4)(A). "Like product” is defined as "a product which is like,
or in the absence of like, most similar in characteristics and uses with, the
article subject to an investigation under this subtitle.” 19 U.S.C. §
1677(10).

2/ Report of the Commission (Report) at A-2.

3/ The Department of Commerce's Notice of Initiation describes the scope of
the investigation as: electrolytic manganese dioxide currently provided for
under TSUSA item number 419.4420. 53 Fed. Reg. 24115 (Greece), 53 Fed. Reg.
24116 (Ireland) and 53 Fed. Reg. 24117 (Japan) (June 27, 1988).

4/ Id.



remove traces of electrolyte. The EMD, which is then in plate or chip form,
is ground into powder for sale. The neutralization and grinding processes
result in two separate grades of EMD, alkaline and zinc chloride. |

Petitioners request that all EMD be treated as a single like
product. 2/ Respondents urge that two grédeé be treated as separate like
products. s/ |

In considering the question of like product in a title VII investigation,
the Commission’examines factors relating‘to the characteristics and uses of
the subject merchandise including physical appearance, end uses, customer
perceptions of“the articles,; common manuféctubing facilities ‘and production:
employees, and channels of distribution. L The Commission has found minor
variations té be an insufficient basis for a separate like product analysis.
Instead, the Commission has looked for clear dividing lines among:
products.'g/

The chief physical differences between alkaline and zinc chloride EMD are’
the grind and the pH level to which the EMD is neutralized. ¥ ziné-

chloride EMD is more acidic and more finely ground than alkaline EMD. ‘The two

5/ Kerr-McGee Chemical Corp. (KMCC) post-conference brief at 3; Chemetals
post-conference brief at 7.

6/ Mitsui post-conference brief at 5; Tosoh post-conference brief at 7;
Eveready post-conference brief at 26.

1/ See 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 (1987) and 64K Dynamic Random Access Memory Components from Japan, Inv.
No. 731-TA-270 (Final), USITC Pub. 1862 at 6 (1986).

8/ See, e.g., Antlfrlctlon Bearings (Other Than Tapered Roller Bearlngs) and
Parts Thereoq from the Federal Republic of Germany, France, Italy, Japan,
Romania, Singapore, Sweden, Thailand, and the United Kingdom, Invs. Nos.
303-TA-19 and 20 (Preliminary) and Inv. Nos. 731-TA-391-399 (Preliminary),
USITC Pub. 2083 at 7 (1988); Operators for Jalousie and Awning Windows from El
Salvador, Invs. Nos. 701-TA-272 and 731-TA-319 (Final), USITC Pub. 1934 at 4,
n.4 (1987). : . - : _ . :



grades are also distinguishable in characteristics because zinc chloride grade
EMD has higher absorptién capacity; loﬁer apparent density, and is neutralized
by a different method. 10/ ?he parties generally agree that both grades are
pfoduced in'the same plants, using the same facilities, and differ only in the
finishing stage. 1L/ The récérd also reflects that the two grades tend to
bé sufplied to battery producers through similar channels of

distribution. 12/

it
.o

Respondents argue that alkalipe grade EMD and zinc chloride grade EMD ab;
not interchangeable in the batte;y production précess. Petitioners, however,
maintain that a given EMD grade could qualify as alkaline grade for one ‘5
manufécturer and as zinc chloride grade for another. 13/ Petitioners also
argue that ih many applications alkaline batteries are interchangeable with
zinc chloride batteries. li/ Consequeq@ly, petitioners argue that alkaline
and zinc chloride grade EMD competé ana are broadly interchangeable because
the end product (batteries) of which they a;e an important ingredient, also

compete. 1/ Finally, the prices for equivalent grades of alkaline EMD and

9/ Report at A-2-A-3.

10/ Eveready post-conference brief at 26.

11/ KMCC post-conference brief at 6; Chemetals post-conference brief at 6; and
Mitsui post-conference brief at 6-7. See also report at A-5.

12/ Report at A-15.

13/ Chemetals post-conference brief at 8-9.

14/ KMCC post-conference brief at 13. Mitsui, however, argues that zine _
chloride and alkaline batteries are not realistically interchangeable. Mitsui
post-conference brief at 7--8.

15/ See Certain Copier Toner from Japan, Inv. No. 731-TA-373 (Preliminary),
USITC Pub. 1960 at 28 (1987). ‘



zinc chloride EMD are essentially identical, Jhich lende support to the
aégudent that, at some level, the two gradee are interehangeeble. 16/

We find that all EMD is manufactured in common facilities and 3enera11y
shares the same channels of distribution. EMD is used exclusively in
bdttefiee, and we find the minor physical differences between zinc chloride
and alkaline grade EMD, Qﬁich are determined by the finishing.stege of
production, to be an 1nsuffic1ent basis for a. separate like product analysis.
Based upon the above analysis, we determine for purposes of these preliminary
invesfigations that there is a single like product consisting of both alkaline

grade and zinc chloride grade EMD, in powder, plate or chip form. 11/ We

16/ The Commission has previously considered similar like product issues in
cases involving chemical. products. .For example, Potassium Permanganate from
the People's Republic of China, Inv. No. 731-TA-125 (Final), USITC Pub. 1480
(1984) involved three distinct grades of potassium permanganate. The Chinese
producers exported only one of the grades to the United States, but these
imports were of . sufficient purity to .satisfy the requirements for all three
grades, if necessary. The Commission found that potassium permanganate was a
single like product, relying specifically on the fact that two of the grades
were similarly priced throughout the period of investigation. 1Id. at 5-7.
Similarly, the Commission did not distinguish among varying grades of a
chemical product in Nitrile Rubber from Japan, Inv. No. 731-TA-384. (Final),
USITC Pub. 2090 (1988), determining that all nitrile rubber is a copolymer of
acrylonitrile and butadiene, and that variations in acrylonitrile merely
enhance one of nitrile rubber's general properties.:  Id. at 4.

17/ commissioner Cass notes, however, that end users of .EMD perceive
significant differences among different grades of the product. Eveready's
posticonference brief at 26; Duracell's post-conference brief at 2. Though,
technically, substitution among EMD.products is not impossible, customers have
strongly expressed preferences. among them. Commissioner-Cass notes that he
may re-examine this issue in any subsequent investigations and will carefully
examine the importance of customer perceptions and end use substitution in any
such investigations to ensure that the like product definition is appropriate
before he reaches a final determination.



also ‘conclude that there is one domestic industry consisting of the U.S.

/
producers of this like product. 18/ 19

Relgted Pé?ties

Under SQction 771(4)(B), when a producer is relatéd to exporters or
importéfs éf the product under investigation, or is itself an importer of that
product, the Com@ission may exclude such producer from the domestic industry
in appropriate circumstances. 20/ Application of the related parties
provision is within the'Commission's discretion based upon the fadts presented

. 21/
in each case. —

18/ Those companies are: Chemetals Inc. (a successor to Foote Mineral Co.),
Eveready Battery Co. Inc., Kerr-McGee Chemical Corp., and Rayovac Corp.

Report at A-16. '

19/ The Commission's practice is to include within the domestic industry all
domestic production of the like product whether it is captively consumed or
sold in the open market unless otherwise excluded under the related parties
-provision. Industrial Phosphoric Acid from Belgium and Israel, Inv. No.
731--TA--365 and 366 (Final) and Inv. No. 701-TA-286 (Final), USITC Pub. 2000 at
.7--8 (1987); Color Picture Tubes from Canada, Japan, the Republic of Korea, and
“Singapore, Invs. Nos. 731-TA-367-370 (Final), USITC Pub. 2046 (1987); Iron Ore
Pellets from Brazil, Inv. No. 701-TA-235 (Final), USITC Pub. 1880 at 5-6
(1986); Titanium Sponge from Japan and the United Kingdom, Inv. Nos. '
731-TA-161 and 162 (Final), USITC Pub. 1600 (1984). We have recognized,
however, that "alleged unfairly traded imports may not affect open-market
producers and integrated producers in the same way," and we have analyzed
isgues of material injury and causation with respect to both open market
producers and the domestic industry as a whole. Thermostatically Controlled
Appliance Plugs and Probe Thermostats Therefor from Canada, Hong Kong, Japan,
Malaysia, and Taiwan, Inv. Nos. 731-TA-400-404 (Preliminary) and Inv. Nos.
701-TA-290-292 (Preliminary), USITC Pub. 2087 at 12-13 (June 1988); Industrial
Phosphoric Acid from Belgium and Israel, supra. Due to the absence of
separate income and loss data on EMD production from Eveready the Commission
was only able to consider the alleged LTFV imports' effects upon the financial
condition of the '

domestic industry segment producing primarily for the open market. We will
attempt to secure separate profit and loss data on EMD production from
Eveready in any final investigations.

20/ 19 U.S.C. § 1677(4)(B).

21/ Empire Ilow Co. v. United States, 675 F. Supp. 1348, 1352 (C.I.T. 1987).




The Commission generally applies a two-step analysis under the relatéd'

parties provision. The Commission considers first whether the compaﬁy'
qualifies as a related party under section 771(4)(B), and second, whether in

view of the producer's related status, there are appropriate circumstances for
' L 22y
excluding the company in question from the domestic industry. = The

Commission has examined three factors in deciding whether appropriate
circumstances exist for excluding related parties. Those factors are:

(1) the percentage of domestic productlon attrlbutable to
the importing producer;

(2) the reasons that the U.S. producer has decided to
import the product subject to the investigation, i.e.,
whether the firm benefits from the LTFV sales or
subsidies 23/__or whether the firm must import in order
to enable it to contlnue product1on and compete in the
-U.S. market, and .

(3) the position of the related producers vis-a-vis the
rest of the industry, i.e., whether inclusion or exclusion
of the related party will"’ skew the data for the rest of
“the 1ndustry :

As we have’ stated‘previous}y,rthe related parties ptoVisibn enables us to

avoid any distortion in'the aggregate data in the domestic industry‘ihat might

22/ See e.g., Color Television Receivers from the Republic of Korea and
Taiwan, Inv. Nos. 731-TA-134 and 135 (Final), USITC Pub. 1514 at 17 (1984).
23/ Empire Plow, 675 F. Supp at 1353-54. ,

24/ See, e.g., Rock Salt from Canada, Inv. No. 731-TA-239 (Final), USITC Pub.
1798 at 11--13 (1986). If the exclusion of related producers would necessarily
exclude or distort economic data of considerable significance to, or .
determinative of, an accurate picture of the domestic industry as a whole,
exclusion of the related party would not be appropriate. See also Certain
Table Wine from France and Italy, Inv. Nos. 701-TA-210 and 211 and 731- TA-167
and 168 (Pr011m1nary), USITC Pub. 1502 at 10-12 (1984).



result from including related parties whose operations are shielded from the -
effect of the imports. 25/

Eveready, a domes£ic produce; of EMD, aiso imports the merchandise under
investigation. 267 As such, Evgpead} ié a "related party" within the
meaning of thé sta&ute. Petitioners havé-urged the Commission to exclude
Evereédy #s a related party. 21/ ;esoiution ;fiihe rélated party issue,
however, is comﬁlicated by the fac£ that Everéady is vertically integrated and
- sells none of iﬁs captively préduced EHD og the épen market. 28/ Eveready's"
décisioﬂ to conéume all of‘iﬁs EMD internally obscufes‘the degree to which
captive production is affécfed by the subject impofts. 29/ |

As a éecbnﬁ and.rélate& issﬁé, Ev;;e;dy has stated that its decision to
rebuild ifé Eub manufa;tufing facility a£ ﬁariettﬁ, Ohiq, which was partially
déstroyeé by fire-in April 1987, "w;s nét hade without considering all supply

and demand conditions.” 30 Eveready also argues that its imports from

Japan are explainéd by its need temporarily to replace the output no longer

25/ Granular Polytetrafluoroethylene. Resin from Italy and Japan, Inv. Nos.
731-TA-385 and 386 (Preliminary), USITC Pub. 2043 at 9-11 (1987). See also
Erasable Programmable Read Only Memories from.Japan, Inv. No. 731-TA-288
(Final), USITC Pub. 1927 at 12-13 (1986); Rock Salt from Canada, Inv. No.
731-TA-239 (Final), USITC Pub. 1798 at 10-13 (1986).

26/ Eveready post-conference brief at 9,

27/ Petitioners also requested that Rayovac be excluded as a related party,
but due to confidential information in the record, we determine that Rayovac
should not be excluded from the domestic industry under the related parties
provision.

28/ Report at A-12.

29/ In a final investigation-we will seek-additional financial information
relating to the profitability of -Eveready's EMD operation.

30/ Eveready's post-conference brief at 28-29; Conference Transcript (Tr.) at
143-146.
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available from its.burned f;cility. To the exgent that the price for alkaline
EMD meeting Eveready's standards was set by the subject imports, the size of
Eveready's investment in rebuilding its captive Marietta plant may have been
influenced by existing prices of these imports. ar/ Eveready did not

explain its decision to rebuild its plant to the selected scale. Eveready's
decision to rebuild its plant may indicate a healthy domestic industry; on the
othér hand, its decision with respect to the scale of its new plant may
indicate a response to import prices. 32/ We will seek further information

on this issue shéuld this matter return for a fihal investigation.

Given the information available at this stage of the investigation; we
find that.excluding ﬁhe captiQe EﬁD_producers would skew the data on the
domestic iﬁdustry. Accordingly, we have determined, for purposesbof these
preliminaéy investigations, not to exélude Eveready from the domestic industry

as a related party.

Condition of the domestic industry

In assessing the condition of the domestic industry, the Commission

considers, among other factors, production, capacity, capacity_utilizat;on,

.. /
shipments, inventories, employment, wages, sales, and profitability. 33

The period of the Commission's investigations covers the years 1985 through

31/ See Tr. at 144-145.

32/ Petitioners argue that the industry is characterized by economies of scale
and declining unit costs. See Tr. at 79; KMCC post-conference brief at 22.
33/ 19 U.s.C. § 1677(7)(C)(iii).
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the first quarter of 1988. 3—/ ;here is,.howeeer, a clear lack of
comparability between any two years within this per1od due to major changes ln
the U.S. EMD market In 1985, KMCC converted to titanium anodes in order to
become competitlve in the alkaline EMD market In 1986, Foote/Chemetals
entered into commerclal EHD productlon and Rayovac also converted to titanium
anode EMD productlon Flnally, in Aprll 1987 the cell room at Eveready's
Marietta, Oth plant was destroyed by fire, e11m1nat1ng Eveready s EMD
production to date. 32/ 36/

Given'these limitatlons on'the data,-total u. Sv apparent consumption of
EMD was 41 5 thousand tons valued at $S6 7 mlllxon in 1985, rose to 45.4
thousand tons valued at $57 0 m1lllon 1n‘1986, and then fell to 44.3 thousand
tons valued at $54 4 million in 1987 Apparent consumptlon for the interim
perlod January—March 1988 was 11 9 thousand tons valued at $13 7 million
compared to 10.6 thousand tons valued at $12.9 million in interim 1987. ar/

" Domes t1c product1on 1ncreased in 1986, decreased in 1987 and decreased

again in January-narch 1988 as compared with the corresponding period of

38/ : ' 4 ‘e ’
1987. 38/ Capacity to produce EMD rose in 1986, then declined in 1987, and

34/ Much of the information regarding the condition of the domestic EMD
industry 1s confidential and, therefore, can only be discussed in general
terms.

35/ Report at A—16

36/ Over the period of these investigations, prices steadily fell in the U.S..
EMD market. Foote/Chemetals' experience in entering the U.S. EMD industry,
however, reflects the unsettled condition of the industry. Foote's decision
to enter was based upon prevailing market conditions, but when faced with
falling prices in 1986, Foote decided to exit the EMD industry, selling its
plant to Chemetals at less than the original plant conversion cost.
Chemetals' decision to purchase Foote's EMD assets was similarly based upon
market conditions at the time of sale, but prices have continued to fall in
1987 and 1988.

37/ Report at A--10, table 1.
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continued declining in January-March 1988. as comparedeithtintérim'

39/ ey . . . ,
1987. — Capacity utilization increased in 1986 but then decreased in

1987. 40/
From 1985 through interim 1988, domestic open-market shipments were up in -
both quantity and value terms, but the unit value’peb~pound'declinéd
steadily. AL/ Prices generally declined over this period. U.S. inventories
of EMD increased in 1986, declined in 1987 and futrther declined in intééim"
1988 as compared with interim 1987. 42/ |
The average number of workers engaged in producing EMD rose by 59.6
percent in 1986, fell by 15.4 percent:in 1987, and fell again by 18.0 peréenﬁ'
in January--March 1988 compared with interim 1987. 43/ " The 'total number of
hours and tofal wages paid tojtheée workers followed-the samé trend as
employment. 5%/» Average hourly wages paid; howéver, rose steadily over the
period. 43/
Net sales increased from 1985 to 1986, ‘declined in 1987 and rose in

46/,

interim 1988 as compared with interim 1987 . fThe'EHD“iﬁﬂUStry repofted

aggregate operating losses in each period except interim -1988.' The losses

38/ 1d. at A-17.

39/ 1d. at A-16. . T, L B - - ’

40/ 1Id. at A-18. We note that capacity utilization rates during the period
covered by these investigations varied significantly by producer and by period.
41/ 1d. at A-20.  ° - S e I
42/ Id. at A--22.

43/ 1d. at A 23,

FN

(V)]

~
A

at A 25. Net sales of petitioners * * *  however.

-3
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declined over tﬁe period, and operating loss as a percent of net sales fell
over the period of i-nvestigat'ion7 a1/ wﬂile aggregate opérating losses -
shrank somewhat from 1985 to 1987 despite lower unit values received per
pound, we note that the portion of the industry for which we now have profit
and ldss data rém;ined uhpfofitable thrﬁﬁgh most of the.period of
invesfigatioﬁ. ’ - | ’

IWhiie some‘of thé }ndibafors suggést £hat the domestic Eﬁb industry may

be in good condition, in balance we find that the record supports a reasonable

indication that the domestic induétry is experiencing material injury.

Cumulation
Section 771(7)(C)(iv) of;the Tariff and Trade Act of 1984 directs the
Commission to cumulatively assess the volume and effect of imports from two or
more countries if the imports are subject to investigation and if they compete
with each other and with like produéts of the domestic industry in the United
States market. 48/ To make this determination, the Commission has
considered the following factors:
- (1) the degree of fungibility between imports from

different countries and between imports and the domestic

like product, including consideration of specific customer

requirements and other quality related questions;

(2) thé presence of sales or offers to sell, in the same

geographical market, of imports from different countries
and the domestic like product;

48 Egction 612(a)(2)(A) of the Trade and Tariff Act of 1984, amending the
Tariff Act of 1930, as section 771(7)(C)(iv), 19 U.S.C. § 1677(7)(C)(iv).

47/ 14. ' ‘
/
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(3) the existence of common or similar channels of
distribution for imports from different countries and the
domestic like product; '

(4) whether the imports are simultaneously present in the
market. 49/

No single factor is determinative, and.the listAof factors is not exclusive.

Respondent Tosoh arguea £hat EMD imports from Greece should not be
assessed on a cumulated basis with imports from‘Ireland or Japan'bécause
grapﬂite anode EMD, which is produced at the Tosoh Hellas (Greek) faéility?
does not compete with titanium gnode EMD, which is imported from Ireland and
Japan. 20/ Tosoh, in essence, asserted that: (1) gfaphité anode EMD is
inferior to and noncompetitive with titanium anode EMD; (2) Tosoh Hellas EMD
is graphite EMD; therefore (3) Tosoh Hellas' EMD does not compete with
imported or domestic titfanium anode EMD.

Confidential evidence on the record, however, does not confirm Tosoh's
major premise that all graphite anode EMD is inferior to titanium anode EMD.
Tosoh Hellas EMD is at least competitive with some grades of titanium EMD,
both imported and domestic.

Respondentfﬂitsui aggued'that its imports of titaniqm anode EMD from
Mitsui Ireland'shqdld not be cumulated with imports from Japan and Greece

because the Irish product is not fungible with.ghe Mitsui Japan product. The

49/ Antifriction Bearings (Other Than Tapered Roller Bearings) and Parts
Thereof from the Federal Republic of Germany, France, Italy, Japan, Romania,
Singapore, Sweden, Thailand, and the United Kingdom, Inv. Nos. 303-TA-19 and
20 and Inv. Nos. 731-TA-391-399 (Preliminary), USITC Pub. 2083 at 30-31 (May
1988) - : '

50/ Tosoh post-conference brief at 29-35.
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issue, however, is not simply whether Mitsui Ireland and Mitsui Japan EMD are
fungible. al/ Based in part upon confidential raﬁkings in the record, the
Commission finds that EMD from Ireland competes with impoﬁts from Greece and
Japan and with the domestic like product.

Finally, the Commissién recognizes that parent companies located in Japan
control the prodﬁction and mafketing of thé products from Greece and Ireland.
Horéover, both imported énd &omestic‘EMD move through éommon or similar |
chﬁnnels of distribution and are sold directly to end users. 22/

Accordingly, we conclude for purposes of these preliminary investigations,
that we ﬁust cumulativelf assesé the volﬁﬁeland price effects of the allegédly
LTFV im@brts of EMD from Greece,'Irgland and Japan. |

‘Reasonable indication of material injury by reason of allegedly LTFV imports
from Greece, Ireland and Japan : '

Under 19 U.S.C. § 1673(b)(a), the Commission must determine whether there

'is a reasonable indication that an industry in the'United States is materially

- . 3/
injured or is threatened with material injury by reason of imports. 23

determining whether the domestic industry is materially injuréd by reason of"

LTFV imports from Greece, Ireland, and Japan, the Commission considers, among

51/ We note that Mitsui Ireland EMD was present in the U.S. market in 1985
through 1987, but due to Eveready's disqualification of Mitsui Ireland EMD.
there have been no imports of EMD from Ireland in the first quarter of 1988.
See Mitsui post-conference brief at 34. '
52/ Report at A-15. EMD producers in Greece, Ireland and Japan market their
product through trading ¢ompanies located in the United States. Id.

53/ See Hercules, Inc. v. United States, 673 F. Supp. 454, 479-80, 481-82
(C.I.T. 1987).
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other facgors, the volume of imports, the effect of imports on prices in the
United States for the_liké product, and the impact of such imports on the
relevant domestic industryT 34/ The Commission also takes into account any
information demonstrating possible alternative causes of injury to the
domestic industry, 33/ but ip may not weigh causes. 36/

ﬁoth market penetration and the abso;ute volume of imports decreased in
1986, but increased in 1987, and increased again in intgrim 1988 as compgrgd
with interim 1987 levels. 21/

Petitioners assert that a reasonable_inqicagion exists that they have
been materially injured by;feason of theAalleged LTFV imports of EMD in.that
eQery price reduction in the U.S. EHDlmapket during the period of
investigation was led by the Japanese producers and their affiliates.

Although ‘the Commission is not persuaded that thé Japanese producers ‘led all

price péductiqns, based upon confidential accounts of the bidding on several

54/°19 U.S.C. § 1677(7)(B). ] _ .
55/ See S. Rep. No. 249, 96th Cong., 1lst Sess. 58 (1979); 19 C.F.R. § 202:.27
("standard for determination"). o

56/ "Current law does not . . . contemplate that the effects from the
subsidized [or LTFV] imports be weighed against the effects associated with
other factors (e.g., the volume and prices of nonsubsidized [LTFV] 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) which may be contributing to overall injury to an '
industry." S. Rep. No. 249, 96th Cong., lst Sess. 57-58, 74 (1979).

57/ Report at A-40, A-45. ’ A



17

significant EMD contracts, the Commission'finds that there is a reasonable
indication that the éubject imports were a factor in depressing or suppressing
EMD prices. 28/ :

Evidence in the.record suggests that the presence of imports in the
doﬁéstic market‘had at.least some influence over the pricing behavior of
doﬁestic producers during the period of investigation. Moreover, it is
important to note that the U.S. EMD industry is characterized by long-term
contracts of up to 3 years and a lengthy battery qualification process, which
make bidding dynamics very:impqrtant in determining the "market" price for.
EMD. For exampie, in 1984, Duracell entereq into a three-year contract with
FAote, in which Duracell agreéa to purchase Foote's entire EMD production in
1986 and a specified amount of EMD in 1987 and 1988. The contract provides
for a sale'pricé n§ higher than the prevailing market price for comparable
‘products over the next fear. Thus, the pricé that petitioner Chemetals
receives for its EHb from Duracell is tied directly to bids from other EMD
suppliers in the market, which includes foreign suppliers. Thus, the record
as a whole provides a reasonable indication that the subject imports, by
. virtue of their role in the domestic bidding process, were a cause of falling
U.S. EMD prices.

Respondents Tosoh and Mitsui have argued that any injury to the domestic
industry was caused by tﬁe U.S. producers' entry into the alkaline EMD market,

which added domestic supply in a market with relatively stable demand and

58/ We also note, however, that throughout the period of these investigationms,
imports generally oversold the domestic like product. Domestic pricing data
will be explored further in any final investigations.
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resulted in a glut of EMD with concomitant declines in EMD prices. 29/

HWHile'increased”U.S: prédﬁctive capacitylmay'have contributed to depressing
prices in the United States, the subject imports increased U.S. EMD
éurchasers' leverage in negotiating price rédﬁctioﬁé.- The record reasonably
indicates that the subject imports were a caﬁse in the décline of U.S.
prices. The Commissidn doés not find respoﬁdents'.arguments that there is no
reaéonable indibation of material injury by reason of the subjeét imports to
be persuasive on the record before it. The causation arguments will be
reexamiﬁed in light of thé fecord developed in any final investigations;

Finally, Evefeady's claim that its EﬁD purchase decisions were motivated
by quality concerns g;ggg is central to these investigations and will be

| further exdnined in mi_y' final 1nve.at.1gatiénm Bveready ha_s presented details
6f its purchase‘decisions which'indicate that iis purchases of_EMD.during the

4§eriodnbf investigation may not have been sensitive to price.'ﬁg/ Although

the imporked EMD may have beén of higher'quality, there is generally a

v

trade-off between érice and quality..
Eveready unéquivocélly claims that one domestic producer, its captive
Marietta plant, will produce top quality éHD that can replace alleged LTFV

61/ .
imported EMD in Eveready batteries. —  The scale of Eveready's investment

in febuildihg its Marietta, Ohio plant may provide evidence of whether the

le.Toébh post—confefenéé brief at 35-36; Mitsui post-conference brief at
25-26.

60/ Other U.S. purchasers of EMD, however, have found the imported and

domestic EMD to be of comparable quality. Duracell post-conference brief at
10. .

61/ Eveready post-conference brief at 24.
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domestic EMD industry is suffering injury by reason of the subject

imports. 62/ The extent to which Eveready's investment in its captive
63/

production depended upon the imported EMD 83 and the degree to which

imports may have displaced domestic captive capacity, will be further explored

in any final investigations.

Conclusion
For all of the reasons set forth above, we determine that there is a

reasonable indication that the domestic industry producing electrolytic
manganese dioxide is materially injured by reason of alleged LTFV imports from

Greece, Ireland, and Japan.

[+,

See 19 U.S.C. § 1677(7)(C)(iii)(III).

62/
/ Tr. at 144-145.

[}
W
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ADDITIONAL VIEWS OF
VICE CHAIRMAN ANNE E. BRUNSDALE,
COMMISSIONER SUSAN LIEBELER, AND
COMMISSIONER RONALD A. CASS

Electrolytic Manganese Dioxide from
Japan, Ireland, and Greece

Inv. Nos. 731-TA-406 - 408

July 15, 1988

We'join the Commission's unanimous preliminary determination that,
based on the best information available to us at this time, there
is a reasonable indication that an industry in the United States
has been materially injured by reason of the import of electrolytic
manganese dioxide (EMD) allegedly sold at less than fair value
(LTFV). In reaching this determination, we admit that the present
record suggests only weakly that an industry in the United States
has been injured "by reason of" the alleged LTFV imports. Given
the weakness of that showing, we believe that additional attention
to the standérd governing our determination and its application in

this case is required.

The Standard Governing Evaluation of the Evidence Gathered during
the Preliminary Investigation

When making a preliminary determination in a Title VII case, the
Commission must consider the same factors it considers when making
a final determination. These factors include the volume of the
allegéd LTFV imports subject to investigation, the effect of those

imports on the domestic price of the product, and the impact of the
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imports on domestic producers of the like prodyct.l/ 1In a final
determination, the Commission must decide whefher a domestic
industry has in fact suffered matefial'injﬁry or threat of material
injury by reason of LTFV imports; in a’preliminary determination,
the Commission reviews the record developed up to that point to
determine whether "there is a reasonable indication that" a
domestic industry has been materially injured or threatened with
material injury by reason of the imports under investigation.2/

In making its preliminary determinations, the Commission has
adopﬁéd a two-part test to detefmine whether "there is. a reasonable
indication thatﬁ the requisite material injury by reason of the
alleged LTFV impo:ts has occurred. The Commission will make an
affirmative determination regarding the reasonable indication of
material injury at the prgliminary stage of the investigation
uniess (1) there is clear and convincing evidence of the absence of
such material,injury»or threat of such injury, and (2) it is
unlikely that evidence of such injury would be developed in a final
investigaﬁion.g/ The U.S. Court of Appeals for the Federal Circuit
has found this approach permissible under the governing statute.4/

While it has approved our general standard, the Federal

Circuit has not ruled on several issues raised by this approach,

l/ See 19 U.S.C. 1677(7) (B). o . . :
2/ See 19 U.S.C. 1673b(b) 1673d. o ‘

3/ See, e.dg., Top-of-the-Stove Stainless Steel Cooking Ware from
Korea and Taiwan, Inv. No. 731-TA-304 - 305 (Preliminary), USITC
Pub. 1820 (1986); Low-Fuming Brazing Copper Wire and Rod from
France, New Zealand and South Africa, Inv. Nos. 701-TA-237 and 731~
TA-247 (Preliminary), USITC Pub. 1673 (1985). .

4/ American Lamb Co. v. United States, 785 F.2d 994 (Fed. Cir.
1986) .

0
(U]

]
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including the criteria by which the Commission is to e&éluate the
evidence, the relative 1mportance of the two parts of the analy51s,
and the possibility that a different standard might be perm1551ble
or more approp:iate in certain ci;cumstances.é/ The Federal
‘Cifcuit, when approving the Commission's practice in American Lamb,
provided guidance for our consideration of these issues and our
treatment of preliminary determinations in general. First, the
court noted that the pre}iminary determination procedure minimizgs
the institution of unnecessary.final investigations, with their,
attendant costs and disruptions to trade.6/ Second, the court
-approved the Commission's practice of weighing the evidence on the
record at the preliminary stage_of the investigation to determine
whether the statutory standard for institution of a final
investigation has been met.7/

We should apply the preliminary standard with these
instructions in mind. The Commission should not reach negative
determinations in preliminary cases solely when a realistic
prospect of an affirmative final determination cannot be found.

The Commission, rather, should reach negative determinations when

5/ In a recent decision, the Court of International trade referred
. to the two-part test approved in American Lamb as a "requirement."
Yuasa-General Battery Corp. v. United States, Slip op. No. 88=-89"
(July 13, 1988). The Court's decision, however, does not indicate
whether the standard must be applied in all cases, or whether the
standard was required in that case because of its adoption by the
Commission during the administrative proceedings. See id., Slip
op. at 5 n.2 ("Defendants' memorandum states . . . that '[t]here is
no question in this case' that this is the standard applicable")
(emphasis added).

6/ See American Lamb, supra, 785.F.2d at 1002-03, citing S. Rep.
No. 1298, 93d Cong., 24 Sess. 171. :
7/ Id. at 1003.
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the evidence now on the record on balance does not lend enough
support to the Petitionér's claims to provide at least a colorable
basis for an affirmative determination and when the relevant
information that remains to be gathered does not leave open the
prospect that any judgment made on the current record well might be
changed at the final determination stage. |

" Accordingly, the Commission's two-part prelimihary standard
frames complementary issues. Not only does the likelihood that
additional relevant evidence will arise during a final
investigation diminish as the data collected during the preliminary
phase of the investigation approaches a complete picture of the'
relevant industry, but also the evidence relating to material
injury (either affirmative Qf negative) becomes more "clear and
convincing" as the record becomes more complete.

Thus, the question in each case is not whether the record
could be more complete, but how likely it is that the missing'
evidence will affect fhe outcome of a final determination. Thus,
the Commission must assess (1) whether the evidence that might be
obtained during a final investigation is reasonably probative of
one of the statutory factors tpat underlie our material injury
analysis;§/~and (2) what weight that anticipated evidence would
carry in light'of the evidence already available on the record. If
_the additional evidence expected from a final investigation plainly
would be adverse to the Petitioner (as, for instance, where migsing

information on domestic production would reduce the market share of

8/ See 19 U.S.C. 1677('})(3), (c).
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the subject imports, thereby weakening the likely causal relation
the imports bear to adverse economic data)9/ or if the evidence,
even though favorable to the Petitionef,'would not outweigh the
contrary evidence already on the record, theh the evidence may be
found to be clear and convincing that no material injury has
occurred by reason of the alleged LTFV imports. In such instances,
we are constrained by Commission practice and the Federal Circuit's

admonitions to issue a negative determination.l0/

The Reasonable Indication of Material Inijury in This Case

In the instant case, one might at first blush conclude that a
negative determination at this preliminary stage is appropriate
under the applicable standard. We have receivéd almost all of the
relevant data .that the Commission can expect from a finalv

investigation.ll/ The evidence indicates generally that U.S.

9/ In this respect, the Commission also may evaluate the likelihood
that the evidence developed during a final investigation will or
will not actually support the proposition as expected. If the
evidence already on the record indicates that it is extremely
unlikely that the evidence produced in a final investigation will
support a certain proposition, then the Commission may exclude the
mere possibility of a surprise result. See American lLamb, supra,
785 F.2d at 999-1000 (rejecting the Court of International Trade's
view that the mere possibility that evidence developed in a final
investigation is sufficient to support an affirmative preliminary
determination).
10/ An example of this procedure was the Commission's negative
preliminary determination in Welded Steel Wire Fabric for Concrete
Reinforcement from Italy, Mexico, and Venezuela, Inv. No. 731-TA~
289 (A)-291(A) (Preliminary), USITC Pub. 1795 (1986), in which the
Commission rejected Petitioners' arguments regarding the price
effect of alleged LTFV imports on the ground that gross profit
margins in the domestic industry were increasing.
11/ This is the result of the relatively small size of the
industry, consisting of two domestic commercial producers of EMD,
(continued...)
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producers' domestic commercial shipments increased substantially
from'1985 through 1987, and that EMD imports from Japan, Greece,
and Ireland declined in 1986 but then increased in 1987
(principally because of one significant purchase).l2/ The
profitability of domestic production fluctuated during the period
of investigation, but overall the domestic industry was much more
profitable at the end of the period than at thé beginning (or, at
least, its losses declined significantly).l13/ The data show an
increase in domestic employment in 1986 and a decrease in 1987.14/
Domestic producers' inventories as a percentage of their total
domestic shipments during the preceding period declined by a small
amount overall.l5/ On a generally similar record, the Commission
has reached a negative preliminary determination in the past and

that result has been upheld by the Court of International Trade;lé/

11/(...continued)

three major domestic consumers of EMD (two of which are also
captive producers), and a handful of relevant forelgh producers and
domestic importers. Furthermore, we are aided in our analysis by
the fact that the only substantial use for EMD is in the
manufacture of dry cell batteries and by the fact that sales of EMD
generally occur on a long-term contract basis. We are thus able to
analyze the industry on a contract-by-contract basis.r

12/ Report at A-42-45. The details of that purchase indicate that
it was not necessarily based on the relative prices of the domestlc
EMD and the alleged LTFV imports of EMD.

13/ Id. at A-25. o

14/ Id. at A-23. The 1985-86 increase was principally the result
of Petitioner Chemetals' entry into the domestic industry. The
subsequent decrease was the result of a fire at Eveready's
production facility. Id. at A-23.

15/ Id. at A-22.

16/ Thin Sheet Glass from Switzerland, Belgium, and the Federal
Republic of Germany, Inv. Nos. 731-TA-127, 128, and 129
(Preliminary), USITC Pub. 1376 (1983), aff'd, Jeannette Sheet Glass
Corp. v. United States, 654 F.Supp. 179 (1987), appeal dismissed.
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The record in the instant invest;gation, however, contains
some important uncertainties or gaps in the evidence, notably
regarding the relative prices of the domestic EMD and the alleéed
LTFV imports, the similarity of the products, and the effect of the
alleged uﬁfair pricing of the imports on the imports' prices and
sales volume in the United States. The current record information
in these categories differs both in quantity and quality.

With regard to pricing data, there is some evidence that is
relatively complete but adverse to Petitioners, and there is other
evidence that is incomplete and ambiguous but could support the
Petitioners. The Tariff Act directs the Commission to consider
 whether (1) there has been significant price undercutting by the
imported merchandise as compared with the price of the domestic
like product, and (2) whether the effect of the imports has been to
depress the price of the domestic like product or prevent price .
increases that otherwise would have occurred.;i/ on the first of
these issues, the record is clear. There is no material, probative
evidence of a pattern of price undercutting in the domestic EMD
market and, given the reasonably complete record of the
transactions in EMD during the period of the investigation, no
significant likelihood of such evidence arising in a final
investigation.

The record is less clear, however, on the price effectAof the
alleged LTFV imports of EMD. The prices of the domestic EMD and

the imported EMD declined substantially during the period of the

17/ 19 U.S.C. 1677(7) (C) (ii).
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investigation. The record does not reveal the cause of the
decline. For example, and by way of illustration only, the record
contains very little information on alternate sources of imported
EMD, on whether a world market exists in EMD, and on whether the
decline in the U.S. price of EMD merely reflects a world market
trend. We are thus unable to determine on this record whether the
existence of the alleged LTFV imports drove down the domestic
price, or whether the domestic manufacturers of EMD merely
anticipated that decline in order to maintain their market share.
The Commission on several occasions has indicated that such
information is material to the issue of whether an industry in the
United States is materially injured by reason of LTFV imports.l18/
Information that might be gathered in a final investigation on the
existence and state of a world market in EMD and/or on other
possible explanations for the decline in the domestic érice of EMD
could be probative of this issue, and thus critical to the
Commission's determination of whether a domestic industry is
materially injured by reason of the imports. |

Similarly, the relationship between the imported and domestic

products is critical to assessing price effects, as is the manner

18/ See, e.q., Erasable Programmable Read Only Memories from Japan,
731-TA-288 (Preliminary), USITC Pub. 1778 (1985) at 21 ("The
information presently before the Commission suggests that the
aggressive pricing of the allegedly LTFV imports has contributed to
the dramatic downward price spiral. Thus, we conclude that there
is a reasonable indication of material injury by reason of the
allegedly LTFV imports from Japan'"); Offshore Platform Jackets and
Piles from the Republic of Korea and Japan, Inv. Nos. 731-TA-259 -
260 (Preliminary), USITC Pub. 1708 (1985) at 12 (noting that the
existence of the alleged LTFV imports may have had a depressive
effect on the bids submitted by United States manufacturers).
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in which the market for EMD responds to changes in the price of
EMD. The récord is incomplete on both of these points. Thus, for
instance, Eveready contends that the domestic and imported EMﬁ
differ significantly in quality. This éoint is pressed
particularly with respect to alkaline-grade EMD from Japan.l9/
However, the domestic like product and the Japanese product are at
least somewhat substitutable, as evidenced by Eveready's purchases
from domestic sources and statements in the record regarding the
products' relative quality.20/ Moreover, it is unclear how closely
related the prices are for EMD of different quality and of
. different grades, given the apparently substantial competition
between batteries in which EMD is used.2l/ The same argument
applies to claims by Tosoh aﬁd Mitsui that their Greek-produced and
Irish-produced EMD are distinguishable from U.S.-produced EMD.22/
The information on these issues should be developed further in any
final investigation.

| We also should have better informaﬁion on dumping margins in

any final investigation.23/ The only information on margins now

19/ Post Conference Brief of Eveready Battery Co. at 19-21.

20/ See Post Conference Brief of Petitioner Chemetals, Inc., at 34.
As discussed in the Views of the Commission in this case, the
relative quality of the EMD from different sources is a controversy
which the Commission will seek to resolve during a final
investigation in this matter.

21/ See Post Conference Brief of Kerr-McGee Chemical ‘Corp. at 13.
Respondents rebut this point by submitting evidence as to the
technical differences between alkaline and zinc chloride batteries,
not the competition between them. See, e.g., Post Conference Brief
of Tosoh Corp. at 10.

22/ See Post Conference Brief of Tosoh Corp. at 4.

23/ The Court of International Trade has approved our con51deratlon
of dumping margins. See Hyundai Pipe Co. v. U.S. International
Trade Commission, Slip Op. No. 87-18 at 5 (February 23, 1987).
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available appears questionable. Petitioners allege very high
dumping margins in this case based principally on price
comparisons.24/ The highest alleged margins attach to exports from
Japan. Most_of the amount by which sales in Japan exceed those in
the United States allegedly arises from sales in Japan far above
the foreign producers' cost of production.25/ A substantial
portion of the émoﬁnt, however, derives from sales in the United
States alleged ﬁo be below the fqreign producers' costs of
production.

The Department of Commerce, of course, must determine what the
actual dumping margins, if any, are. But the Petitioner's
allegation of below cost sales in the United States seems
improbable in light of other information in the record. The
Commission Staff Report indicates that the foreign producers are
generally selling their products in the U.S. market at prices above
those charged by domestic companies for similar products.26/ If
this information and the Petitioner's assertions are both true,
thén the Japanese cost of product}on is substantially in excess of
that of U.S. producers -- well above the'prices at which the
Japanese are selling domestic EMD in the U.S. market. This
inference is questionable, given that the record provides some

indication that the opposite is true. Chemetals only began

24/ Post-Conference Brief of Kerr-McGee Chemical Corp. ("KMCC"), at
2. '

25/ Id.

26/ Report at A-48. Petitioners declare that all EMD produced
using titanium anodes are essentially identical to each other.

KMCC Brief at 23.
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producing in late 1985, within the period of investigation27/ and
has apparently borne substantial start-up expenses,28/ while KMCC
switched its production process to using titanium anodes in -
1985,29/ again within the period of investigation. It is difficult
to understand how it can be that foreign producers can have costs
so far in excess of two much less experienced producers. The
essential relationship of the costs of Japanese production to
dumping margins alleged by Petitioners thus faises inherent
questions of plausibility.

Nevertheless, it is not -clear that the margins were improperly
calculated. The alleged margins may be accurate and the |
Petitioners' assertions about exporters' production costs wrong.

In a preliminary determination, when there is no explicit
calculation by the Commerce Department, reliance on the margins
presented by Petitioners is acceptable. |

For the foregoing reasons, we believe that affirmative
preliminary determinations are appropriate in these investigations

and concur in the Commission's affirmative determination.

27/ Report at A-11.
28/ Report at A-27.
29/ Report at A-28, n. 2.
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INFORMATION OBTAINED IN THE iNVESTIGATIONS'
Introduction

On May 31, 1988, an antidumping petition was filed with the U.S.
International Trade Commission and the U.S. Department of Commerce by
Chemetals, Inc., Baltimore, MD, and Kerr-McGee Chemical Corp., Oklahoma City,
OK. The petition alleges that an industry in the United States is materially
injured, and is threatened with further material injury, by reason of imports
from Greece, Ireland, and Japan of electrolytic manganese dioxide (EMD), 1/
provided for in item 419.44 of the Tariff Schedules of the United States
(TSUS), 2/ that are alleged to be sold in the United States at less than fair
value. .3/ Accordingly, effective May 31, 1988, the Commission instituted
antidumping investigations on EMD from Greece (investigation No. 731-TA-406
(Preliminary)), Ireland (investigation No. 731-TA-407 (Preliminary)), and
Japan (investigation No. 731-TA-408 (Preliminary)) under section 733(a) of the
Tariff Act of 1930 (19 U.S.C. § 1673b(a)) to determine whether or not there is
a reasonable indication that an industry in the United States is materially *
injured, or is threatened with material injury, or the establishment of an
industry in the United States is materially retarded, by reason of such
imports. :

3

Notice of the institution of the Commission’s investigations and of a
public conference to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington,; DC, and by publishing the notice in the Federal
Register of June 8, 1988 (53 F.R. 21530). 4/ The conference was held in
Washington, DC, on June 20, 1988. 5/ )

. Effective June 20, 1988, the U.S. Department of Commerce initiated
antidumping investigations to determine whether the subject merchandise is
being, or is likely to be, sold in the United States at LTFV (53 F.R. 24114,
June 27, 1988). 6/ ' '

The Commission’'s briefing and vote on these investigations was held on
July 11, 1988. The applicable statute directs that the Commission make its
injury determinations within 45 days after receipt of a petition, or in this
case by July 15, 1988. The Commission has conducted no previous investigations
on EMD. '

1/ EMD is manganese dioxide (Mn02), refined in an electrolysis process. EMD

is 'used principally in'dry cell batteries.

2/ EMD is also provided for in subheading 2820.10. 00 of the proposed ,
Harmonized Tariff Schedule. of the United States (USITC Publication 2030).

3/ Petitioners also allege the existence of critical circumstances (massive
imports over a relatively short period) under sec. 733(e) of the act (19

U.S.C. § 1673b(e)) with respect to the subject imports.

4/ A copy .of the Commission’s notice of institution is presented in app. A..

5/ A list of theé witnesses who appeared at the conference is presented in app.
3 , ‘ ..

6/ Copies of Commerce’'s notices are presented in app. C.



A-2

The Product

Description and uses

EMD, whether imported or domestically produced, is manganese dioxide
(Mn02) that has been refined in an electrolysis process. Virtually all EMD is
used in dry cell batteries, 1/ which are able to discharge electrical current
as a result of an electrochemical reaction between the manganese dioxide and
an electrolyte such as zinc or potassium hydroxide. 2/ The preparation of EMD
by electrolysis and the use of EMD in dry cell batteries were reported as
early as 1918, 3/ but commercial use in dry cell batteries began in the
1940's. EMD accounts for only *** to *** percent of the cost of producing dry
cell batteries, but its importance in the operating performance of such
batteries is far greater. 4/ ’

Physically, EMD is a black powder (or plate or chip that will be ground
into powder) that has a gamma crystalline structure. The powder form is
required for use in dry cell batteries. The gamma crystalline structure, as
opposed to most other crystalline structures that manganese dioxide can
assume, allows for the free transfer of hydrogen ions within the manganese
dioxide crystal, thus resulting in the fullest possible utilization of the
manganese dioxide in the production of electrical current within a dry cell
battery.

There are two grades of EMD, alkaline grade and zinc chloride grade.
Alkaline grade EMD, because of certain particle size, 5/ pH (acidity
1eve1),A§/‘and shelf life, qualifies for use in the manufacture of alkaline

1/ There are no other significant uses for EMD. Small amounts reportedly are
used as a colorant in bricks, as an absorbent in certain instrument systems,
and in * * *, ‘ '

2/ In the United States, there are 5 popular sizes of ready-to-use consumer
dry cell batteries: AAA, AA, 9-volt, C, and D. They are used in consumer
items such as toys, flashlights, radios, photoflash units, and electronic
games. '

3/ G.D. Van Arsdale and C.B. Maier, Transaction Electrochemical Society, 33,
109 (1918).

" 4/ Meeting with representatives of Eveready, June 20, 1988.

5/ Alkaline grade EMD is less finely ground than zinc chloride grade EMD. The
typical particle size distribution of alkaline grade EMD is 85 to 95 percent
passing through a 200-mesh screen and 50 to 70 percent passing through a
325-mesh ‘'screen. The typical particle size for zinc chloride grade EMD is 90
to 100 percent passing through a 200-mesh screen and 70 to 95 percent passing
through a 325-mesh screen. (Submission entitled "Testimony of Richard Wohletz
at Administrative Conference, June 20, 1988,” pp. 6, 7.)

6/ Alkaline grade EMD tends to have a lower pH (i.e., is more acidic) than
zinc chloride grade EMD. The typical pH specification for alkaline grade EMD
is 6 to 7; however, battery producers reportedly have used material ranging in
pH from 4.5 to 8.5. The typical pH specification for EMD used in zinc
chloride and also in Leclanche batteries is 7 to 8.5; however, battery
producers reportedly have used material ranging in pH from 5 to 8.5.
(Submission entitled "Testimony of Richard Wohletz at Administrative
Conference, June 20, 1988,” pp. 6, 7.)
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‘batteries. 1/ Zinc chloride grade qualifies for use in zinc chloride
batteries. The particle size (grind) and pH are achieved in the finishing
process of the EMD. and require no changes prior to the finishing step. All"
other properties of the two grades of EMD, including the moisture content,
sulfate content, other metallic element content, purity, and crystalline
structure, are essentially identical in the two grades. 2/ Within each of the
two grades of EMD, there is relatively higher and lower quality EMD. Higher
quality EMD tends to have a higher discharge rate and longer shelf life than
lower quality EMD in the same grade.

The petitioners request that all EMD be treated as a single like
product. They contend that all EMD is physically similar, has identical uses,
is broadly interchangeable, and is manufactured in the same production
facilities and by basically the same production process; any variations are a
matter of customer preference. Respondents contend that alkaline grade EMD
and zinc chloride grade EMD are separate "like” products that have different
physical characteristics, are not interchangeable, are dedicated for use in
different batteries, and are perceived as distinct products by customers. 3/
Moreover, respondents contend that EMD imported from Greece, Ireland, and -
Japan are qu1te different from one another in quality, characterlstlcs and
uses.

Of the two major customers for EMD in the United States (Duracell USA and
Eveready), Duracell considers EMD * * * to be of the highest quality, 4/ with -
EMD * * * to be of a lesser quality. 5/ Eveready has stated that it considers
* % % 6/ * % ¥ Of course, the quality of EMD is only one factor out of
many that determine the quality of a finished battery.

1/ A discussion of the general types of dry cell batterles is presented later
in this section of the report.

2/ Submission entitled "Testimony of Richard Wohletz at Administrative
Conference, June 20, 1988,” p. 6. ‘

3/ Postconference briefs of Marks Murase & White, p. 5, and Weil, Gotshal and
Manges, p. 3.

Counsel for Eveready Battery Co., Inc., a major U.S. purchaser of EMD,
stated at the public conference that "Eveready cannot and does not use
alkaline grade EMD interchangeably with zinc chloride grade EMD.” (Transcrlpt
of the conference, p. 115.)

Duracell, the other major U.S. purchaser of EMD, * * % % * % was asked
* % % whether zinc chloride grade could be used in alkaline batteries, he said
that * * *,

* % % said that the alkaline and zinc grades * * * are "different,”
principally in the particle size (grind). He said that * * * zinc chloride
* ok ok .

4/ Duracell, in a recent assessment, reportedly'rated Kerr-McGee EMD as the
best when compared with "all available EMD in the world.” (Statement of
Richard Wohletz, Superintendent of Quality Control and Shipping, Henderson
Plant, Kerr-McGee Chemical Corp., transcript of the public conference in these
investigations, p. 13.)

5/ Confidential app. C to the postconference brief of Foley & Lardner, counsel
for Duracell.

6/ Meeting with representatives of Eveready, June 20, 1988.
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In addition to EMD, there are two other types of manganese dioxide, both
of which are also used in dry cell batteries: natural manganese dioxide (NMD)
and chemical manganese dioxide (CMD). NMD consists of certain naturally
occurring manganese ore, selected because of its high MnO2 content, favorable
electrochemical properties, and low content of impurities. The ore is often
processed to remove impurities and to further improve its battery activity.
NMD has a lower performance rate than EMD or CMD, and is sometimes blended
with such synthetic manganese dioxide for increased performance. For
approximately 80 years subsequent to the invention of the wet zinc/manganese
dioxide primary cell (the ancestor of the present-day dry cell battery) by
Georges Leclanche in the 1860's, NMD was the only type of manganese dioxide
used in dry cell batteries; indeed, NMD is still the world’'s predominant
source of manganese dioxide for batteries. However, its use is very small in
the United States. NMD is not produced in the United States, only small
amounts are imported, and NMD is not within the scope of these
investigations.

CMD is chemically precipitated, battery-active manganese dioxide. It is
generally produced * * *, The properties of CMD differ from EMD in three
major respects: surface area, electrolyte absorption, and density. As a
result, CMD generally exhibits lower discharge rates than EMD. 1/ Chuo Denki
Kogyo Co., a Sumitomo-group company in Japan, hopes to commercialize by about
1990 a chemical manganese dioxide "comparable with, or superior to,
electrolytic type in quality.” 2/ * * % % % %, CMD is not within the scope
of these investigations. '

There are three types of dry cell batteries: (1) the Leclanche ammonium
chloride, or general purpose battery; (2) the zinc chloride, or heavy-duty
battery; and (3) the alkaline battery. 1In 1987, 67 percent of EMD consumption
in the United States was in the manufacture of alkaline batteries, 20 percent
in zinc chloride batteries, and 12 percent in Leclanche batteries. 3/

The Leclanche battery is the oldest and least sophisticated of the three
types. It is inferior in discharge rate, shelf life, and leak resistance to
zinc chloride and alkaline batteries. Any battery grade manganese dioxide, -
including NMD, can be used in Leclanche batteries. 1In a Leclanche battery,
the electrolyte is a solution of ammonium chloride and zinc chloride. The
anode is zinc. Manganese dioxide is mixed with carbon to form the cathode.
The Leclanche battery was the predominant battery used in the United States as
recently as the 1950's, but has since been far surpassed by zinc chloride and
especially by alkaline batteries. However, the Leclanche battery may still be
the principal battery sold worldwide.

1/ Petition, p. 16.

2/ Japan Chemical Week, "Electrolytic Manganese Dioxide Upgrades Dry Cells,”
Feb. 26, 1987, p. 5. )

3/ Petition, p. 14,
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The zinc chloride battery has a higher discharge. rate than the Leclanche
battery, but also is more expensive to produce. In a zinc chloride battery,
the electrolyte is made completely of zinc chloride. The anode is zinc. The
cathode typically contains higher quality blends of manganese dioxide. Zinc
chloride grade EMD is used in zinc chloride batteries; however, petitioners
contend that it is not uncommon for battery producers to use manganese dioxide
intended for alkaline batteries in zinc chloride or even in Leclanche
batteries. 1/

The alkaline battery represents a significant improvement over the
Leclanche battery and typically has a longer shelf life than a zinc chloride
battery. The alkaline battery will only accept EMD (not NMD or CMD) and only
alkaline grade EMD. In an alkaline battery, the cathode consists of a
high-density, 100-percent blend of EMD and graphite. The electrolyte is
concentrated potassium hydroxide; potassium hydroxide is very alkaline or
"basic” (the opposite of acidic). The anode is composed of powdered
amalgamated zinc.

Manufacturing process

All types and grades of EMD, whether imported or domestically produced,
are produced by the same general process. There are three stages of EMD
production: ore handling, electrolysis, and finishing.

~ Ore handling involves the preparation of manganese dioxide for
electrolysis. The manganese ore 2/ is crushed and ground and then fed into
reduction furnaces that convert manganese dioxide to the sulfuric-acid soluble
manganous oxide (MnO) known as the reduced ore. The manganese is then
"leached” from the reduced ore by having the reduced ore digested continuously
in spent electrolyte and sulfuric acid. Next, the resulting manganese sulfate
solution is purified to remove as much as possible such impurities as .copper,
nickel, cobalt, molybdenum, antimony, and arsenic (manganese dioxide for
batteries should be essentially free of impurities that would deposit on a
zinc anode). Iron may be added to aid in the removal of impurities. 3/

In electrolysis, the manganese sulfate solution is processed through a
number of thickeners and filters and is then fed to the electrolytic cell
room. The purified manganese sulfate is then metered to the electrolytic
cells where hydrogen is liberated at carbon or lead cathodes and manganese
dioxide is deposited on titanium or graphite anodes. The period of
electrolysis lasts from 2 to 4 weeks.

1/ * % %, _

2/ Manganese ore is relatively abundant in the earth’s crust, but only certain
manganese oré has the relative purity and other properties that make it ’
suitable for use in the production of EMD. Principal sources for manganese
ore used in the production of manganese dioxide include Gabon and Australia.
3/ Later removal of the iron is important because it would otherwise
contaminate the product and affect efficiency in the electrolysis process, and
because impurities such as arsenic and lead are coprecipitated when the iron
is precipitated.
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In the finishing process, the anodes are removed from the cell and are
immersed in hot water to remove the electrolyte solution. The EMD deposit is
then removed from the anodes, washed, and neutralized to remove traces of the
electrolyte. Neutralization ‘determines the final pH of the EMD. When the EMD
is removed from the anodes and neutralized, it is in a plate or chip form, but
it must be ground into a powder for use in batteries. Therefore, it is
usually ground and sold as a powder by the EMD producers. Prior to shipment,
the EMD is dried and packed according to customer specification.

The only major change in the production process for EMD during the past
decade has been the switch by the major producers of quality EMD from graphite
anodes to titanium anodes, which has significantly improved product
quality. 1/ ' The major Japanese producers of EMD reportedly installed titanium
anodes in the early 1980's. * * * Kerr-McGee installed titanium anodes in
1985, Rayovac did so in 1986, and Chemetals’ predecessor (Foote Minerals Co.)
installed titanium anodes when it converted its New Johnsonville, TN,
manganese metal plant to an EMD plant in 1985. Tosoh Hellas A.I.C. reportedly
uses graphite anodes and Mitsui Denman (Ireland) reportedly uses titanium
anodes.

In addition to the conversion to titanium anodes, new process technology,

"learning curve” experience, and better cell- room management have resulted in
improvements in EMD performance.

U.S. tariff treatment

EMD is classified in TSUS item 419.44 and statistically reported under
item 419.4420 of the Tariff Schedules of the United States Annotated, as.
supplemented (TSUSA). The most-favored- nation (MFN) (col. 1) rate of duty 2/
since January 1, 1987, applicable to imports of EMD from Greece, Ireland,
Japan, and all other MFN countries, is 4.7 percent ad valorem. 3/ This duty
rate does not apply to the Communist countries enumerated in TSUS general
headnote 3(d), 4/ or to imports from countries that qualify for preferential

'

1/ According to the petition, p. 21, the conversion to titanium anodes, which
is still continuing, began in the early 1980's and resulted in an initial
improvement of 2 to 3 percent in the discharge rate.

2/ The MFN rates of duty in rate col. 1 of the TSUS generally represent the
final stage of the reductions’ granted in the Tokyo Round of the Multllateral
Trade Negotiations.

3/ In addition, pursuant to the Omnibus Budget Reconciliation Act of 1986, a
user fee (to cover the cost of the U.S. Customs Service's processing of
imports) of 0.17 percent ad valorem on most imports is in effect. Also, in
April 1988, in order to help finance Federal harbor maintenance, the United
States began asse551ng a 0.04 percent fee on forelgn cargo entering U.S.
seaports.

4/ Col. 2 rates of duty apply to products of such: countries, which currently
include all Communist countries except the People’s Republiic of China,
Hungary, Poland, and Yugoslavia, all four of which are eligible for MFN
treatment. The col. 2 rate of duty for TSUS item 419.44 is 25 percent ad
valorem. : ' '
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tariff programs. 1/ EMD is provided for in subheading 2820.10.00 of the
proposed Harmonized Tariff Schedule of the United States. 2/ '

Nature and Extent of Alleged Sales at LTFV

The petition alleges that EMD is being offered for sale and sold in the
United States at LTFV. Alleged dumping margins are presented in the
following tabulation: o

Alleged margin of
sales at LTFV

Countries and exporters (Pexcent)
Greece:
Tosoh Hellas A.I.C............. 115.95
Ireland: _
Mitsui Denman (Ireland) Ltd.... 119.74 .
" Japan: C '
Mitsui Mining & Smelting
Co., Ltd............ ..., 125.87
Tosoh Corp........ i e '126.47
All other................. ..., 126.17

Evidence provided in the petition for the allegations of sales at LTFV of
EMD from Greece and Ireland consists of information on EMD produced and sold
by Tosoh Hellas A.I.C. (the only producer of EMD in Greece) 3/ and by Mitsui
Denman (Ireland) Ltd. (the only producer of EMD in Ireland). 4/ The U.S.
price for EMD produced in both Greece and Ireland was calculated by using $**x*
per pound 5/ as a representative price and subtracting estimated total
expenses and trading-company markup from the representative price. The
foreign market value used by the petitioners for EMD produced in Greece and
Ireland is the foreign market value of EMD produced by Mitsui Mining &
Smelting Co., Ltd. and by Tosoh Corp. in Japan. The reasons that the

1/ Preferential tariff programs include the Generalized System of Preferences
(GSP), which affords nonreciprocal tariff preferences to developing countries
to aid their economic development; the Caribbean Basin Economic Recovery Act
(CBERA), which grants nonreciprocal tariff preferences to developing countries
in the Caribbean Basin area to aid their economic development; and the United
States-Israel Free Trade Area Implementation Act, which applies to products of
Israel. '

2/ The Harmonized Commodity Description and Coding System, known as the
Harmonized System or HS, is intended to serve as the single modern product -
nomenclature for use in classifying products for customs tariff, statistical,
and transport purposes. Legislation to replace the TSUS with an HS-based
tariff schedule known as the Harmonized Tariff Schedule of the United States
is not yet law. _

3/ Tosoh Hellas is a joint venture between Tosoh Corp., Tokyo, Japan (a
producer of EMD in Japan), and Mitsubishi Corp. Tosoh Corp. owns *** percent
of the joint venture and operates it.

4/ Mitsui Denman (Ireland) * * * subsidiary of Mitsui Mining & Smelting Co.,
Ltd., Tokyo, Japan.

5/ $*** per pound * * *,
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petitioners use Japanese foreign market values as proxies for the Greek and
Irish foreign market values are that (1) both Tosoh Hellas and Mitsui Denman
are allegedly owned and controlled by multinational corporations that also own
or control, directly or indirectly, EMD production facilities in Japan; and
(2) sales in the home market by the Greek and Irish producers allegedly are
either nonexistent or inadequate as a basis for comparison to sales of EMD in
the United States. 1/ Accordingly, the petitioners request that the U.S.
Department of Commerce apply the ”"special rule .for multinational corporations”
(the so-called "multinational provision”) contained in section 773(d) of the
Tariff Act of 1930 (19 U.S.C. § 1677b(d)), to calculate the foreign market
value of EMD produced in Greece and Ireland. Application of the multinational
provision is allegedly necessary to prevent Mitsui and Tosoh from effectively
subsidizing low-priced sales to the United States from their affiliates in
Greece and Ireland with their high-priced sales in their home market in Japan.

Evidence provided in the petition for the allegations of sales at LTFV of
EMD from Japan consists of information on EMD produced and sold by Mitsui
Mining & Smelting Co., Ltd., and by Tosoh Corp. The U.S. price for such EMD
was calculated by using $*¥* per pound as a representative price and
subtracting estimated total expenses and trading-company markup from the
representative price. The foreign-market values for such EMD consist of
calculations of the ex-factory value for sales in Japan.

Petitioners allege the existence of critical circumstances under section
733(e) of the Ta:iff Act of 1930 (19 U.S.C. § 1673b(e)) with respect to the
subject imports. Petitioners allege that there has been a massive increase in
U.S. imports of EMD beginning in the last half of 1987, and that manufacturers
in Greece, Ireland, and Japan and the U.S. importers should have known that
they were selling EMD in the United States at LTFV. Accordingly, petitioners
contend that antidumping duties must be applied retroactively on LTFV
imports. Pursuant to section 733(a)(e)(2) of the Act, any such retroactive
application of antidumping duties on LTFV imports would apply to unliquidated
entries of merchandise entered, or withdrawn from warehouse, for consumption
on or after the date which is 90 days before the date on which the suspension
of liquidation is first ordered.

1/ The volume of Tosoh Hellas’ home-market sales, **%* short tons in 1987, is
very small compared with its sales in third-country markets. Petitioners
believe that the price of Tosoh Hellas’ small home-market sales is below its
cost of production. Petitioners also note that Tosoh Hellas'’ purchaser of EMD
is Ralston Hellas, a subsidiary of Eveready, and prices between them could be
or could become fictitious prices in the context of a trade dispute proceeding.

Mitsui Denman * * %, Petitioners believe that the foreign-market value
of Mitsui Mining & Smelting Co., Ltd., in Japan is the proper basis for
determining the foreign market value of EMD imported from Ireland.
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The U.S. Market

The U.S. market for EMD is derived from the market for dry cell
batteries, which is in turn derived from the market for consumer products such
as toys, flashlights, etc., that use such batteries.

The U.S. market for EMD is essentially composed of the three major U.s.
battery manufacturers (Duracell, Eveready, and Rayovac). 1/ The three firms
accounted for approximately *** percent of total apparent U.S. consumption of

EMD in 1987. 2/

Apparent U.S. consumption

Table 1 presents information obtained by the Commission on the apparent
U.S. commercial consumption of EMD and on total apparent U.S. consumption
(including captive consumption) of EMD. The data on apparent U.S. commercial
consumption of EMD are composed of U.S. producers’' reported domestic
commercial shipments of EMD plus importers’ domestic shipments. 3/ The data
. on total apparent U.S. consumption are composed of U.S. producers’ reported
domestic shipments (commerc1al and captive) of EMD plus importers’ domestic
shipments. ‘

‘The quantity of total apparent U.S. consumption of EMD increased by 9.4
percent in 1986, decreased by 2.5 percent in 1987, and increased by 11.9
percent in January-March 1988 compared with the level in the corresponding
period in the previous year. The quantity of apparent U.S. commercial
consumption of EMD increased by *** percent in 1986, by *** percent in 1987,
and by *** percent in January-March 1988 compared w1th the level in the
corresponding period in the prev1ous year.

U.S. producers

Four firms produced EMD in the United States during the period covered by
these investigations. The four firms, .their positions regarding the petition,
and their shares of reported U.S. production of EMD in 1987, are presented in
the following tabulation:

1/ According to the petition (p. 14), Eveready has about 50 percent, Duracell
35 percent,” and smaller manufacturers (including Rayovac) about 15 percent of
the primary consumer battery market (AAA, AA, 9-volt, D, and C sizes) in the
United States, '

2/ Duracell. does not produce EMD, and must purchase all its EMD requirements
in the commercial market. Eveready and Rayovac produce EMD in the United
States and use their EMD in the captive productlon of batteries, but also
purchase EMD in the commercial market.

3/ All imports of EMD are for resale in the commercial market or are
commercial purchases for the importer’s own use in the production of batteries.
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Table 1 : _
EMD: Apparent U.S. consumption, commercial and total, 1985-87, January-
-March 1987, and January-March 1988 '

January-March- -

Item 1985 1986 1987 1987 1988

Quantity (short. tons)

U.S. producers’ domestic

commercial shipments........ *kk *kk *kk *kk *k%k
U.S. importers’' domestic
commerxrcial shipments........ *kk *dk *kk ok *hk
U.S. importers’ imports . _
for ownuse................. *kk dkk *kk k% *kk
Subtotal, apparent .
commercial consumption.. Fkk *hk *okk Fkk *hk
U.S. producers’ domestic ) ; o
captive shipments........... dhk Kk *kk Fkk Rkl
Total apparent U.S. . . ,
consumption............. 41,543 45,446 . 44,307 10,617 11,881

Value (1,000 dollars)

U.S. producers’ domestic

" commercial shipments........ kK *hk L *dkek *%kk
U.S. importers’ domestic _ .
commercial shipments........ LRk *kek Fkk *hk - dekk
U.S. importers’ imports .
forownuse................. ekl FEk fakadad : akakd Fhk
Subtotal, apparent ' ‘ , :
commercial consumption.. kK Feokok *kk Fkk *kk
U.S. producers’ domestic "
captive shipments........... *kk *hk k% *hk Fkk
Total apparent U.S. :
consumption............. 56,664 57,004 54,445 12,861 13,740

Unit'valué:(per pound)

U.S. producers’ domestic L -
commercial shipments........ Shxx Shkk Skhk: . GERA* $xxk

U.S. importers’ domestic
commercial shipments........ Fkk *kk *kk Fkk *k
U.S. importers’' imports
for owmuse................. *k% *kk *kk *kk *hk
Average, apparent . .
commercial consumption.. L *h% L KEk L *kk
U.S. producers’ domestic . '
captive shipments........... faialil fadadad fudolol Khk¥ L KEk
Average, appareht U.S. . . oo .
consumption......... SRR .68 .63 .61 .61 , .58

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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N Share of Ehe;guantit§~of~U;S.
Position on production of EMD in 1987

Producers . the petition (Percent)

Chemetals, Inc. 1/........ Supports...... Fkk X

Eveready Battery Co., Inc. Opposes......, 2/%%%

Kerr-McGee Chemical Corp..  Supports...... Fkk

Rayovac Corp.............. * ok koL, *xk
Total................. o 100.0

1/ Chemetals is a producer by virtue of its purchase of Foote Mineral Co.'s
EMD plant in New Johnsonville, TN, on June 1, 1987.

2/ Eveready experienced a fire at its EMD plant in April 1987, and has not
produced EMD since that time. Eveready * * *, accounting for *** percent of
U.S. production.

* % * domestic producers of EMD support the petition. The *¥¥% producers
accounted for *** percent of U.S. production of EMD in 1985, *** percent in
1986, **% percent in 1987, *** percent in January-March 1987, and *** percent
in January-March 1988. Each of the four domestic producers is discussed
below, beginning with the two petitioners.

Chemetals. - -Chemetals, Inc., Baltimore, MD, a petitioner in these
investigations, produces EMD at its plant in New Johnsonville, TN. 1/ The
plant was purchased from Foote Mineral Co. on June 1, 1987. 2/ The plant had
~ been a manganese metal -plant until 1985, when it was converted to an- EMD plant
by Foote. Production of EMD began in November 1985. Full commercial
production began in June 1986. The plant was shut down temporarily ow1ng to
excess inventory in September 1986.

As of * * % ~Chemetals * * * by *** percent. It will % % * by * * % 3/

Chemetals is wholly owned by Sadacem} S.A., Tertre, Belgium. Sadacem

~ does not produce or export EMD. However, Sadacem produces and exports CMD,
* * *, '

Since Chemetals is not a producer of dry cell batteries, its EMD is.
produced entirely for sale in the commercial market.

Kerr-McGee. - -Kerr-McGee Chemical Corp., Oklahoma City, OK, a petitidner
in these investigations, produces EMD at its plant in Henderson, NV. The
Henderson plant was converted to titanium anodes in 1985. Kerr-McGee Chemical
Corp. is wholly owned by Kerr-McGee Corp., Oklahoma City, OK.

Since Kerr-McGee is not a producef of dry cell batteries, its EMD is
produced entirely for sale in the commercial market. Kerr-McGee * * *,

1/ Chemetals * * *, :

2/ Foote reportedly made the decision to sell the plant because a competing
bid on EMD produced in Japan had depressed prices to a level that "drastically
affected the (Foote's) return on investment.” (Dwight Glover, EMD Product
Manager, Chemetals, transcript of the.conference, pp. 46, 47.) .

3/ Postconference brief of Squire, Sanders & Dempsey, p. 15.
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Eveready. --Eveready Battery Co., Inc., St. Louis, MO, produces EMD only
for captive use in its production of batterles Eveready is % * %,
Eveready’'s * X : :

Eveready was sold by Union Carbide Corp. to Ralston Purina Co., St.
Louis, MO, in 1986. Eveready is affiliated with Electro Manganes, LTDA, Sao
Paulo, Brazil, a producer and exporter of EMD. Electro Manganes is *%%*
percent owned by Eveready do Brasil Industria E Comercio, which in turn is
wholly owned by Ralston Purina Overseas Battery Co.

The cell room of Eveready’'s sole EMD plant, located in Marietta, OH, was
destroyed in a fire in April 1987. Accordingly, since that time Eveready has
been forced to purchase its entire EMD requirements in the commercial market.
Eveready is investing over $*** to rebuild and upgrade its Marietta facility
in a manner consistent with technological developments, and expects the plant
to be operational in the fall of 1988. ‘

Rayovac. - -Rayovac Cotp., Materials Division, formerly known as ESB
Materials Co., Covington, TN, produces EMD at its plant in Covington. 1/
* % * Rayovac's production of EMD is for captive use in the production of
batteries; however, Rayovac has also sold * * * EMD in the commerc1al market.
* % ¥, Rayovac * * %, % % %, * % *, 2/

U.S. importers

Six' firms accounted for all known imports of EMD during the perlod
covered by these investigations (table 2). The Commission sent its
questionnaire to each of the 2 importers 1dent1f1ed in the petition and also
to 21 other firms that were identified by the U.S. Customs Service as having
imported merchandise that was classified for statistical purposes under TSUSA
419.4420, i.e., the item under which EMD is classified. The two importers
identified in the petition and four other importers provided data in response
to the Commission’s questionnaire. 3/ Of the remaining firms to which
questionnaires were sent, virtually all responded that they did not import EMD
(although they may have imported other types of manganese compounds), and the
few that did not respond are known to have imported only very small quantities
under TSUSA 419.4420. The six responding importers accounted for 99 percent,
if not all, EMD imported into the United States during the period covered by
the investigations. Each of the six importers is discussed below.

‘Mitsubishi.--Mitsubishi International Corp., New York, NY, is a wholly
owned subsidiary of Mitsubishi Corp., Tokyo, Japan. Through Mitsubishi Corp.,
Mitsubishi International imports EMD produced in Japan by Tosoh Corp. 4/ In

1/ Rayovac's Materials Division is wholly owned by Rayovac Corp., Madison, WI.
2/ According to * * * % % % also said that if the * * *x,

3/ In addition, * * *x, ' C

4/ Mitsubishi Corp. * * % EMD pr1ce On the basis of this * * *, Mitsubishi
Corp. then * * * customers. ' '
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Table 2 -
U.S. importers of EMD and their shares of the quantity of U.S. imports from
the countries subject to these investigations and from all sources, 1987

Share of aggregate
U.S. imports from

. Source Greece, Ireland, Share of total
Importer . of imports . and Japan U.S. imports
- Percent Percent
* ok k_ L. * ok k..., e *¥kk *%k
* ok k L .., * ok k..., *kk *kk
Mitsubishi . . .
International..... * ok k 1/, o *kk kK
Mitsui & Co......... Ireland, Japan... *kk *kk
* ok kL .., L . s KRR *kk
ok ok ..., : ok ok L. vk alakad
Total........... . A 100.0 : 100.0

1/ Mitsubishi imported * * *,

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

addition, Mitéqbishi Corp. owns *** percent (and Tosoh Corp. owns *¥* percent)
of a joint venture known as Tosoh Hellas A.I.C., Thessaloniki, Greece, a
producer and exporter of EMD established in 1973 that began operation in 1976.

Mitsubishi International Corp. has imported EMD from Greece and from
Japan during the period covered by these investigations. Its major U.S.
customer * * * for its imported EMD'is * * *. 1/ 1In addition, Mitsubishi
supplies * * % 2/ '

In its response to the Commission’s questlonnalre Mitsubishi
International Corp. indicated that * * %,

Mitsui.--Mitsui & Co. .(U.S.A.), Inc., New York, NY, is a wholly owned
subsidiary of Mitsui & Co., Ltd., Tokyo, Japan. Through Mitsui & Co, Ltd.,
Mitsui & Co. (U.S.A.) is related to Mitsui Denman (Ireland), the Irish
producer and exporter of EMD. 3/

Mitsui & Co. (U.S.A.), Inc. imported EMD from Ireland and from Japan
* * ¥ In its response to the Commission’s questionnaire, Mitsui & Co.
(U.S.A.) reported that * * * Mitsui & Co. (U.S.A.), Inc.’s U.S. customers
have been * * ¥, In addition, Mitsui & Co. (U.S.A.) supplies * * *

* : * * * % * A *

1/ Mitsubishi International had supplied * * * % % %,

2/ In its response to the Commission’s questionnaire, Mitsubishi International
stated that it * * *,

3/ Mitsui & Co., Ltd. holds **%* percent of the equity of Mitsui (Denman)
Ireland, and Mitsui & Co. (U.K.), Ltd. (which is wholly owned by Mitsui & Co.,
Ltd.) owns **%* percent. - . L '
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- U.S. purchasers

As previously mentioned, Duracell, Eveready, and Rayovac account for the
great bulk of purchases of EMD in the U.S. market. The three firms are the
largest U.S. producers of dry cell batteries. '

Duracell USA was wholly owned by Kraft, Inc., Glenview, IL, until June
1988, when a leveraged buyout set up by Kohlberg Kravis Robert & Co. in
conjunction with Duracell’s management resulted in the formation of a new
company, Duracell Holdings Corp. Duracell is in opposition to the petition in
these investigations. )

Duracell’s purchases of EMD are presented in table 3. Duracell required
between *** and *** short tons of EMD in each of the calendar years 1985-87
for use in its production of batteries. In 1985, * * % of its EMD
requirements were met by * * *.  However, Duracell did not purchase any
imports in either 1986 or 1987, and obtained its EMD from Chemetals and
Kerr-McGee. In January-March 1988, most of its EMD requirements * * *,

Table 3
EMD: Duracell’s purchases, 1985-87,. January-March 1987, and January-March 1988

(Short tons)

. January-March- -
Item : 1985 1986 1987 - 1987 1988

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

Eveready’s purchases of EMD are presented in table 4. Eveready required
approximately *** short tons of EMD in each of the calendar years 1985-87 for
use in its production of batteries. 1In each of the years 1985 and 1986, a
large share (about *** percent) of its requirements were met by obtaining EMD

from Eveready’s production facility in Marietta, OH. * * * Evéready’s EMD was
* % K, 4 :

Table 4 - , . : : .
EMD: Eveready's purchases, 1985-87, January-Makrch 1987, and January-March 1988

(Short tons)

] January-March- -
Item ‘ 1985 1986 1987 1987 1988

* * * * * * *

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Subsequent to the April 1987 cell room fire at the Marietta facility,
Eveready was forced to decrease its inventories and to purchase all its new
EMD requirements in the commercial market. It asked for bids from * * * for
EMD requirements. According to * * * % * % purchase Japanese EMD for * %k *x,

* % %, the great bulk of Eveready’s commerc1a1 purchases in 1987 consxsted of
* % %, Eveready contends that EMD purchased in Japan is superior to any other
EMD in quality and that Eveready's purchase dec151ons are based solely on
quality considerations. 1/

Rayovac’'s purchases of EMD are presented in table 5. Rayovac obtains

* % * of its EMD requlrements from its EMD production facility in Covington,
TN. % % %, % % %,

Table 5
EMD: Rayovac'’'s purchases, 1/ 1985-87, January-March 1987, and January-
March 1988

(Short tons)

January-March- -

Item ' ~ 1985 1986 1987 1987 1988

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

Channels of distribution

Both imported and domestic EMD are sold through the same channels of
distribution and are sold directly to end users. These end users, i.e.,
battery manufacturers, purchase EMD from sales representatives of the EMD
producers and importers (the EMD producers in Greece, Ireland, and Japan use
trading companies located in the United States to market their product). U.S.
producers and importers reported that virtually all EMD was shipped directly
to battery manufacturers

A significant share of U.S. producers’ total domestic shipments of EMD
consists of intracompany transfers by Eveready and Rayovac. Such transfers
accounted for *** percent of U.S. producers’ total domestic shipments in 1985,
**% percent in 1986, *%%* percent in 1987, **% percent in January-March 1987,
and **¥* percent in January-March 1988. * % %,

1/ Postconference brief of Sidley & Austin, pp. 19-22.
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Consideration of Alleged Materiélflnjury

In order to gather data on the question of material injury to the U.S.
industry producing EMD, questionnaires were sent to the four firms that
produced EMD in the United States during any part of the period January 1,
1985, through March 31, 1988. All four firms provided responses to the
Commission’s questionnaire. Accordlngly, the data appearing in this section
of the report represent 100 percent of the U.S. industry producing EMD.

Data presented herein on the question of material injury are for 1985-87
and January-March of 1987. and 1988. However, there is a clear lack of
comparability among the years and periods owing to developments such as the
entry into commercial operation of the Foote/Chemetals EMD production facility
in 1986, the conversion to titanium anodes * * * Kerr-McGee in 1985 and
Rayovac in 1986, and the fire at Eveready's plant in April 1987.

U.S. capacity, production, and capacity utilization

‘Capacity.--U.S. producetrs’ ‘average-for-period capacity to produce EMD
increased by #*** percent in 1986, decreased by *** percent in 1987 to a level
*** percent above the level of 1985, and decreased by *** percent in
January-March 1988 compared with the level of capacity in the corresponding
period of the previous year (table 6). For purposes of comparison, aggregate
data on the four producers’ average-for-period and end-of-period capacity are
presented in the following tabulation (in short tons):

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

Average-for-period ;: . End-of-period

Year or period capacity capacity
1985............. **% *kk
1986............. F*kk dokk
1987............. *kk . | Xkk
January-March } N

1987........... *hk _ . *kk

1988. .. ." *kk " sk

The reported capacity increase in 1986 is * * % to. the. entry of the
Foote/Chemetals EMD plant in New Johnsonville, TN. The reported capacity
decreases in 1987 and in January-March 1988 are * * * to the loss of capacity
resulting from the fire at Eveready’'s EMD production facility in Marietta, OH.

* * * and * * * have the largest capacities to produce EMD. * * * annual
capacity was * * *, % % % annual capacity was * % *_ . % % % reported * * *,
* % % a result of increases in efficiency and not a result of the addition of
new production equipment. Kerr-McGee could increase its overall capacity by
3,000 short tons by making a modest capital expenditure for new grinding
equipment in its cell plate finishing section, but reportedly only will do so
when it feels that "market conditions for EMD warrant.” 1/

1/ Industrial Minerals, May 1987, p. 17, and transcript of the public
conference, p. 18.
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Table 6 :
~EMD: U.S. producers’' average-for-period capacity, production, and capac1ty
utilization, 1985-87, January-March 1987 and January-March 1988 -

January-March- -

Firm ' 1985 1986 1987 1987 1988
Capacity (short tons)

Chemetals 1/...... e *kk *kk *kk *k Yok

Eveready 1/................. *kk ok *kk Ldatel 0

Kerr-McGee 2/...... R LYt Fkek Kk *dk kK

Rayovac 1/....... EI *rk *xk *kk Ikl *kk

Total : o *hk - dkk ek *hk hdkek

Production (short tons)

Chemetals.......... e *xk Tk it falaial falald
Eveready........ e e TRk T ek *xkk *kk 0
Kerr-McGee.................. : Fekok S i *kk Fkk | hkk
Rayovac................. PR LY hadadad S/%kk  kkk *%k Fkk

Total ................ . | kR dokk *kk *hk Fkk

Capac1ty utlllzatlon (percent)

Chemetals................... L okEk *kk Fkk *kk *kk

Eveready....... P S Fokk | kkk ke L

Kerr-McGee.................. dkk Fkk *kk *kk Fkk

Rayovac..............ccuun.. 6 /***% 6 fx*k ok *kk *kk
Average............... P VAL L 1 /%% *kk *kk *kk

1/ * * %,

2/ * * k.

3/ % k k.

Ly % k Kk % Kk x,

5/ % k k, k k *,

6/ * * %,

7/ * % %,

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

Production --U.S. production of EMD increased by Tokk percent in 1986,
decreased by **%* percent in 1987 to a level #*#%* percent above the level of
1985, and decreased by *** percent in January-March 1988 compared with the
level of production in the corresponding périod of 1987. The reasons for the
fluctuations in aggregate productlon are identical to the reasons for capacity
fluctuations discussed above Tk ok *
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U.S. production of EMD by type of anode is presented in the following
tabulation (in short tons): C e : . Cae ;

PRI

- . . e e

Year or period ~ Graphite ' Titanium
1985 ok ok
1986..:..... R 3 S
1987. ..., e 0 ok
January-March: S o
1987 0o, 0 ok
1988.......... e 0 L

Capac1ty utilization: 1-U S. producers’' aggregate average-for-period
capacity utilization increased in 1986 and decreased in 1987 to a level * * *
the level of capacity utilization in, 1985. Aggregate average-for-period
capacity utilization increased sllghtly as of March 31, 1988, compared with
the level of capacity utilization on March 31, 1987. If capacity utilization
is measured on end-of-period capacity, U.S. producers’ aggregate capac1ty
utlllzatlon would be *** percent in 1985, *** percent in 1986, *** percent in
1987, *** percent in January-March 1987 and *** percent in January -March 1988.
Under either measurement, aggregate capacity utilization would be lowef in
1985 and 1986 if * * *, Capacity utilization rates during the period covered
by the 1nvest1gat10ns varied significantly by producer and by period.  * * *
throughout the period covered by the investigations, thus influencing the»four
producers’ aggregate capacity utilization data. SRR

Establishment ‘product lines. --The Comm1551on s questlonnalre sent to
producers asked the firms to report whether they produced products other than
EMD on the same equipment -and machinery used in the production of EMD. *- * *
responded "no.” * % % responded "yes,"” * * %, % % %, :

U.S. producers’ shipments

There are three types of U.S. producers’ shipments of EMD: (1)
intracompany transfers, which are for the firms’ own use in the productlon of
dry cell batteries, (2) domestic open-market shipments (commercial, shlpments)
and (3) export shipments. .

- L I B

- Intracompany transfers.--Two producers, Eveready and Rayovac, transfer
thelr production of EMD for their own use. in the production of :batteries.
Intracompany transfers comprlse * % % Eveready s shipments.of. EMD and * * *
Rayovac’s shipments of EMD. Intracompany transfers * * * in 1986, .decreased
by * * % percent in 1987, and decreased by *** percent in January-March 1988
compared with the level of intracompany: transfers in-January-Maxch 1987 - (table
7). The- ‘décrease in intracompany transfers in 1987 and - in January March; 1988..
was * % * result of the fire at Eveready’s EMD plant in April 1987.
Intracompany transfers accounted for *** percent of the quantity of U.S.
producers’ aggregate domestic shipments of EMD in 1985, *¥** percent in 1986,
*%% percent in 1987, #*%*% percent during January-March 1987, and *** percent in
January-March 1988,
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Table 7 : , g
EMD: U.S. producers’ irntracompany transfers and domestic commercial
shipments, 1985-87, January-March 1987, and January-March 1988

de

January-March--"

Firm ' ‘ ' 1985 - 1986 1987 1987 . 1988

Quantity (short tons)

Intracompany transfers:

Chemetals............ e *kk *hk Kk *kk *%kk
Eveready.................. *kk *kk LR *hk *kk
Kerr-McGee................ *hk *kk *k%k *Ahk Fkk
RAYOVAC. . . o vveevvnenn. L Rkk 1/%%* . *kk hk *kk
Total................... 1/%%% 1 /% *kdk ks *k%
Domestic commercial '
shipments:
Chemetals................. *kk *kk *¥kk *h¥k *k%k
Eveready.................. *k% *kk *kk *kk Sk
Kerr-McGee................ B Gkl *kk *k%k *k% *kk
Rayovac..........coveuennn. 1/*%% 1%k *kk F k% F*kk
Total.................. - 1/%%% 1 /% fakaked fakadid hakaliad
Total domestic shipments: ‘ ,
Chemetals................. *kk *kk LA Kk *%k%k
Eveready....... e ok falaled dhk ke bl
Kerr-McGee................ *kk’ *%kk *kk *kk Fkk
Rayovac................. R L 1 /kk% Fkk Jkkk *kk
Total......ocvueunn.. R 1 /%% Fokk ok Fokk

Value (1,000 dollars)

Intracompany transfers:

[

Chemetals.:.i"............ ek kkk  kkk *kdk ek
Eveready.................. F*okk *xk *kk *kk *kk
Kerr-McGee................ *hk Kk *kk dkk - k%
Rayovac................... 1/*%*% 1/%%% *kk *kk kkk
Total....... ... .o, 1 /% %% 1/%%% k% *x% - k¥
Domestic commércial ° ‘ S o .
shipments:’ S E o o _ o
Chemetals................. dkk *kk Fokk dededk *hk
Eveready...........c....... *kk N *kk T dkk *ak
Kerr-McGee................ *k% TotkR | okkk T kK *%k%
Rayovac................... 1/%%%x 1/%%* Kk *k¥ ok
Total................... 1/%%*% 1 /%%% k| Rk Fkk
Total domestic shipments: : ,
Chemetals..... e e *kk k¥ *kk *%hKk *kk
Eveready.:......... e dekd *kk Fhk E:: 2 *kk
Kerr-McGee................ *kk *hk *kk *kk Rk
Rayovac:............ AU ¥k T V4. A ek ek

Total............ N N e 1/%%% *Ak *kk kot

Séé footnote at end of table.



A-20

Table 7--Continued
EMD: U.S. producers’ intracompany transfers and domestic commercial
shipments, 1985-87, January-March 1987 and January-March 1988

~ January-March- -

Firm o 1985 . 1986.. 1987 1987 1988

Unit value (per pound)

Intracompany transfers: ~ o - Do
Chemetals.................. Sh¥kk Sk $hxk | Gk §kk

Eveready................... *kk ik *kk . KEk *hk
Kerr-McGee................. *xhk dkk xxk *kk . kRE
Rayovac................. e 1/*** : 1/*%*x *¥xk ek _ Kkk%
Average........ S, SR 4 2 1/%*%%x *kk bkl kel
Domestic commercial : ' o
shipments: o
Chemetals..... e e s ok xxkk *kk *hkk E LS
Eveready......,............ " *kk *kk *kk *kk _ *kx
Kerr-McGee................. *kk Fdkek *kk *kk dhk
Rayovac....... ,;' .......... B 1/%x% - Feddk  kkk *kk
AVerage..........v...iy..  L/%%k 1/%%k. k% *H¥ F*kk
Total domestic shipments: SRR I S
Chemetals.................. *kk *kk *kk *kk Fkk,
Evereédy .................... *kk *kk kx| j*** _ *kk
Kerr-McGee................. *kk Kk *kk Kok S ekl
Rayovac......... e S 1/***‘ 1/***“ . *kk ke *** -
Average..... e P 22 S 2 *kk Fdeok ek
1/ % * %

Source: Complled from data submitted in response to questlonnalres of the'-
U.S. International Trade Commission. :

Domestic commercial'shipments.*-Chemetals,'Kerr-McGee, and Rayovac made
domestic commercial shipments of EMD during the period covered by these
investigations. The three producers’ aggregate domestic commercial shipments
of EMD increased in quantity by *%* percent in 1986, increased by *** percent
in 1987, and increased by *** percent in January-March 1988 compared with the
level of domestic commercial shipments in January-March 1987. The trend was:
identical for the value of U.S. producers’ commercial shipments. * * *,

* % % of U.S. producers’ domestlc commerc1a1 shipments of EMD is accounted:
for by Chemetals and Kerr-McGee.

The unit value of U.S. producers’ domestic commercial shipﬁents of EMD
decreased from $*** per pound in 1985 to $*** per pound in 1986, $**% per
pound in 1987, and $***.per pound in January-March 1988. :

U.S. producers’' domestic shlpments of EMD by grade ‘are presented in the
following tabulation (in short tomns):
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Year or'period_ .+ .. .. .. , Alkaline .. Zinc cﬁioride ;:bbétﬁer_l/

1985, 0. 00 T ek B P e
1986.......... U Dok ekw T wkk .
1987. . ... o T e ek T kR i
January-March e “

1987. ... e L RRE *xk Y Y falal I

1988 . .ttt Sk Ak C L 3 e

1/ Consists primarily of EMD described by * % % ag "% * 0o
2/ Includes *** short tons of undetermined grade. R
3/ Includes *** short.tons,oﬁ undetermined.grade.

Export shlpments --U s, producers export shxpments of EMD * * *. in
quantity by *** percent in 1986, * % * by *** percent in 1987, and L by
*%% percent during January-March 1988 compared with'the level of export v
shipments in the corresponding period of 1987 (table 8). . * * -k producers
(* * *) had export shipments during the period covered by these
1nvest1gat10ns Prlnc1pa1 .export markets were * * * .

Soshe. v

Table 8 = 1% T R o
EMD: U.S. producers’ exports, 1985-87, January-March 1987, and January-
March 1988 : L L

B dénueryQMarch---.

Firm o o 1985 1986 . - 1987 - »11987":' -1988:
o C . Quantlty (short tons) L
Chemetals...; ....... e e e RRR T Rk *hk Lk __f. FKk
Eveready...;uﬁu...u. i i KRk *kk - " dekk ‘u-f',***'. B
Kerr-McGee.............ouvun.. *kk Sk dkk dkk o dekk
RayovVaC. .. ..overeriinnnnn... kR L kkk L kkk L kkk L kkk
Total......oovvirunnnnn.. L kkk dokk *hkk o kkk . kkk

Value (1,000 dollars)rfj_'-?za -

Chemetals........... i kR kkk Fdok Nt
Eveready.j...........;; ....... kkk ‘ ***'"-ti: ***;TT' k: -;}***T'
Kerr-McGee..........ouvuuno... *kk Fdk CokkR L S kkek T kkk o
Rayovac.............cciivvnn.. *%% fakadad kxR kK ek

Total.. ..., *kk Fkk *hk | kkk . K%

Unit value'(éer boﬁﬁd)'A.

Chemetals........... e L L L -1 S $hkkxk - Gkkk . o Gkkk
Eveready..... ......i........ L kk% L ek Fhk L kdk o Kk
Kerr-McGee...............c..... *k% o dkk Lt A *kk L kkk
Rayovac.............. e SR Ao . o kR Hkk L dkk
Average........... e R - I "t;f**” R S

Source: Complled from data submitted in response to questlonnalres of the
U.S. International Trade Commission. e '

in
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Total shipments.--U.S. producérs’ total shipments of EMD (i.e.,
intracompany transfers plus commercial shipments plus export shipments) ,
increased from *+** short tons in 1985 to *** short tons in 1986, or by *%*
percent, and decreased in 1987 to *** short tons, or by *** percent. U.S.
producers’ total shipments amounted to *** ghort tons in January-March 1988, a
decrease of *** percent compared with the level of total shipments in the
corresponding period of 1987. ‘

U.S. producers’' purchases

Eveready and Rayovac * * * purchased * * * EMD during the period covered
by these investigations * * *, Data on Eveready and Rayovac’'s * * * are
presented in the section of this report entitled "U.S. purchasers.”

U.S. producers’ inventories

All four U.S. producers reported inventory data on EMD produced in their
establishments. U.S. producers’ inventories of EMD increased by *** percent
as of December 31, 1985, increased by *** percent as of December 31, 1986, and
decreased by *** percent as of December 31, 1987, as shown in table 9.

Table 9 o , ' ) v
EMD:" U.S. producers’ end-of-period inventories as of Dec. 31, 1984-87,
Mar. 31, 1987, and Mar. 31, 1988 .- . ‘

Dec. 31-- - ' ‘ Mar. 31--

Item - ' S i 1984 1985 1986 1987 1987 1988
Inventories: : .
Chemetals (short tons)... *%% *kk *kk *k%k *hk *hk
Eveready 1/ (short tons). #%* = %% *kk ke *k Fxk
Kerr-McGee (short tons).. *%%¥ Tk *hk %k *hk *kk
Rayovac l/ (shoft .tonsg) .. *k* dkk Kk dekk Kkt k&t
Total (short tons)..... *kk | kkk *kKk k% *kk it
Ratio of reported inven-
tories to U.S. produ- -
cers’ total domestic
shipments in the
preceding périod: _ 4
Chemetals (percent)...... - F*kk L2 2 k% 2/ k%% 2 %%k
Eveready (percent)....... - *kk *kk *kk 2/ *%* 2/%%*
Kerr-McGee (percent)..... - kkk *hk kR 2/ %Kk* 2 /%%
Rayovac (percent)....... L e %kk Kk *kok 2 %%k 2 k%%
Average (percent)...... - *kk *kk *kk 2/%%x 2 fhEk

» 1/ * % % -

2/ Based on annualized shipment data.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.S. producers’ inventories decreased by *** percent as of March 31,
'_1988 compared with the lével of inventories.on March 31, 1987. Inventories
-of EMD as a- share of U.s. producers total shipments 4in the preceding period.
. were over. k¥ percent in each year: and period except. for January- -March 1988..
Inventories of EMD as a share of U. S. producers’ ‘total’ shipments in the
preceding period increased by *¥* percerntage points- as of December 31, 1986,
decreased by k¥ percentage points as of December 31, 1987, -and decreased by
. kkk percentage p01nts as of March 31 1988 compared with . the share as of
gMarch 31, 1987

’Employment wagesb.and'prOductivityf

» Except for average hourly wages which rose: throughout ‘the period covered
by the 1nvestigat10ns, all the aggregate employment-related indicators '

" obtained from ‘the four U.S. producers show increases in.1986, decreasés in-*
1987, and decreases in: January -March 1988 compared with the corresponding -

v period of the previous year (table 10): * % % in 1986 is the commencement of
production of EMD by Chemetals. % * * 1987 1is the fire. at Eveready s -

" Marietta, OH, facility L A * * * Eveready s fac1lity was still not in
-operation following the fire T ST - o

. The number of production and related workers producing EMD increased by
59. 6 percent in. 1986., decreased by 15.4 percent in-1987, and decreased by
18.0 percent in January- -March’ 1988 compared with the number: of workers in -the
correspondingperiod of 1987. " -Hours ‘worked -by such workers increased by
'56.4 percent in 1986, decreased by 19. 0 percent in 1987, ‘and’ decreased by
20,5 percent in January -March 1988 compared with ‘the number of hours worked in
the corresponding’ period ‘of '1987. -Total wage's ‘paid to such ‘workers increased
by 63.5 percent -in 1986, decreased- by 17:5 percent :in 1987, ;and decreased by '
19.9 percent in January- ‘March 1988 compared with total wages in-the
. corresponding period of 1987 . Total compensation paid to such workers _
increased by 66.2 percent in‘1986, .decreased by 14.8- percent in 1987, and
decreased by 18.3 percent in’ January -March 1988 compared. with total
‘-compensatlon in the correspondlng period of 1987 '

m1. . ff*** of the
\ ep! , hey’ reduced the number of production and

related workers produc1ng EMD by at least:5 percent or: 50 workers during the
period covered by ‘the: 1nvestigations % % % reported no such reduction.

* ok k. reported a reduction * * * for ¥ * * owing to "* % %" .and-a ‘reduction
ke *7. of dkk- workers (*** percent of its workers) owing to Mk ok K 7 .
'Eveready reported a reduction as of April- 22, 1987, of *** workers for *kk

months owing to the fire at ‘its Marietta OH fac111ty A : '

‘In responselto a questf

Production and related workers produc1ng EMD at three of the four U.s. .
producers are unionized: Chemetals’ workers belong to the. International Union
" of Operating Engineers, Eveready's workers belong to the Industrial Chemical
Workers Union; and Kerr-McGee's.workers belong to. the: 0il, Chemical; and
Atomic Workers Internat10na1 - Rayovac’s' production and related workersrdognot
belong to a union : : S ' :
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Table .10 :

Average number of production -and related workéets employed in U.S.
establishments ‘producing EMD, -hours worked by such workers, wages pald and
total compensation paid, 1985-87, January-March 1987, -and January-March 1988

JanUary-MarCh--

Item . - Sl 1985 1986 1987 = 1987 1988

Average number of employees..... Fkk bt *kk Fdk Ak
Production and related workers

producing-- ,

All products..............cu... *kk | dkk Tokkk ek *kk

EMD. . . ... i *k%k *kk *kk *k *kk
Hours worked by production and ’
related workers producing-- : - ) T
All products (1,000 hours).;.. ks T Rk dkkk T Rk Fkk
EMD (1,000 hours)............. kK ckkk T kkk hkk *kk
Wages paid to production -and ' 8 Co
related workers producing-- , :
All products (1,000 dollars).. %% . *kk *kk *kk Kk
EMD (1,000 dollars)........... *k% *kk R L kkk *kk
Average hourly wages paid to
production and related .
workers produc1ng-- : :
All- products e e CGkEx $hkk " Gkkk §hkk Gkkk
EMD.. . .i.. .. ... FUPU U i Rk dhkk T okkk *k%
Total compensatlon paid to ' ‘
.production and related
workers producing-- - :
All products (1,000 dollars) N Wk kkk ke il
EMD (1,000 dollars).; ......... L A L Tk *kk

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

* * . * Sk * * *

The U.S. producers’ labor productivity (aggregate production of EMD per
1,000 hours worked) amounted to *** short tons in 1985, *** short tons in
1986, *** short tons'in 1987, **%* short tons in January-March 1987, ‘and *+**
short tons in January -March 1988. 1/ * * *. ‘ "

The U S. producers average unit labor costs for EMD -(total labor
compensation per short ton produced) amounted to $*** in 1985, $*** in 1986,
$*x%x* in 1987, $***ain JanuaryeMarch 1987, and $*** in January-March l988. 1/

_/ Data for most of 1987 and January March 1988 exclude Eveready, which d1d
not produce EMD following ‘the April 1987 fire in its EMD plant.
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Financial experience of U.S. producers

Three U.S. producers (Chemetals, Kerr-McGee, and Rayovac), accounting for
*%%  *%% and **%* percent of U.S. production of EMD, respectively, in 1987,
provided usable income-and-loss data on their EMD operations as well as on
their overall operations. A fourth producer, Eveready, accounting for ¥**
percent of EMD production in 1987, did not furnish complete income-and-loss
data on its EMD operations because it captively consumed * * *.  Eveready did~-
not supply such data * * *.

Chemetals purchased its EMD plant from Foote Mineral Co. in June 1987.
Foote had converted its manganese metal plant to a titanium anode EMD plant in
1985, and had commenced commercial production of such EMD in June 1986.
Kerr-McGee converted its production of EMD to titanium anodes in 1985; because
of this conversion, production of EMD was * % %, % % %,

EMD operations.--The income-and-loss data on the EMD operations of each
individual company are presented in table 11. Total net sales of EMD
increased by *** percent from $*¥* million in 1985 to $*** million in 1986.
This increase reflects the entry of Chemetals (Foote Mineral) into the
commercial market for EMD and the resumption of normal production by
Kerr-McGee in 1986 after its conversion to titanium anodes. .Total net sales
declined by *** percent to $*** million in 1987. During the interim period
ended March 31, 1988, such sales rose by #*** percent to $*** million, compared
with $*** million in the corresponding period of 1987.

The EMD industry reported aggregate operating losses in each period
except interim 1988. However, such operating losses declined each year from
$**% in 1985 to $*** in 1986 and $*** in 1987. The average operating loss
margin fell from *** percent in 1985 to *** percent in 1986 and to *** percent
in 1987. During the interim period ended March 31, 1988, the industry
reported an aggregate operating income of $***, equivalent to *** percent of
net sales, compared with an operating loss of $*¥* or *¥** percent of net
sales in the corresponding period of 1987. During interim 1988, * % *
compared with the data for the corresponding period in 1987.

Kerr-McGee attributed * * %, Chemetals indicated that * * %, Rayovac
also * * *, '

Chemetals is the only producer that reported startup costs and trial-run.
costs; these resulted from the conversion of a manganese metal plant to an EMD-
plant in 1985. * % *, Chemetals’ predecessor (Foote) reported * * %,

Rayovac’'s trade sales * * * from *** percent of its total sales in 1985
to *** percent in 1987 and * * * in interim 1988. Hence, the majority of
Rayovac's sales were company transfers that were captively used in the
production of batteries. Rayovac valued its company transfers at * % *
price. * * % % % %  If Rayovac’s company transfers were valued at * * *.
price for each reporting period, Rayovac’s operating and net income or (loss)
in absolute dollars and in relation to its adjusted net sales, respectively,
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Table "11 |
Income-and-loss experience of U.S. producers 1/ on their operations producing

EMD, by firms, accounting years 1985-87 and interim periods ended Mar. 31,
1987, and Mar. 31, 1988 :

Interim period
ended Mar. 31--

Item 1985 2/ 1986 3/ 1987 1987 1988

Value (1,000 dollars)

Net sales:

Trade: .
Kerr-McGee.............. *kk *kk *hk . *k%k *kk
Chemetals............... *¥kk *kk *kk *¥kk *kk
Rayovac................. *kk *k¥ *k%k ok KKk
Total...... e e *kk *kk *kk *kk *kk

Company tranfers: _ .
Kerr-McGee.............. - - . . - -. -

Chemetals............... - - - - -
Rayovac &4/.............. faalal *k% *kk k% *kk
TOtal. .. .uuonnnnnn,., AKX ok *xk Tk ok
Total net sales: ' . ' _
Kerr-McGee.............. *%% *kk *hK, *kk *hk
Chemetals............... *kk o kkk *kk S i *kk
Rayovac........... e *kk . kkk *kk *kk *kk
Total............ ceee *kk kK . *kk *hk *kk
Cost of goods sold: . ‘ .
Kerr-McGee......... ceees *xk *kk *kk *kk *%k
Chemetals............... *kk ke ' *kk *kk *hk
Rayovac................. *%% *kk  kkk *kk . *kk
Total................. k&% ok Fokk ok *okek
Gross profit or (loss): ' ' R
Kerr-McGee.........,.... *kk *kk I kK *kk
Chemetals............... | ekk *kk *kk *kk Fkk
RAYOVAC. .. oo veennnnnnn.. KKK |k i *kk
Total................. *kk *kk *kk *okok *kk

General, selling, and ad-
ministrative expenses:

Kerr-McGee.............. *kk *kk *kk kK *kk
Chemetals............... *kk *kk *kk *kk Fkk
Rayovac................. k& *kk *kk Hkek kk

Total............. T s . dkk Kkk kk *hk

Operating income or (loss): '

Kerr-McGee.............. *k% *kk *kk *kk *okk
Chemetals.............. A i Fokk Kok Kk *okk
Rayovac.......o.oun.n. .. *kk . *kk Fkk *hk

Total......... A *kk *%k Fksk S kkk

See footnotes at end of table.
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Table 11--Continued o . . _
Income-and-loss experience of U.S. producers on their operations producing

EMD, by firms, accounting years 1985-87 and interim periods ended Mar. 31,

1987, and Mar. 31, 1988

Interim period
ended Mar. 31--

Item - 1985 2/ - 1986 3/ 1987  .1987 1088

Value (1,000 dollars)

Start-up expenses:
Kerr-McGee.............. - - - - -

Chemetals........ e k% - - - -

Rayovac.......... e - - - - -
Total.......... e dkek - - - -

Interest expenses: _ .

Kerr-McGee.............. *¥* F*kk *kk *kk *kk

Chemetals............... *kk *kk *kk k¥ *kk

Rayovac................. foiadal *kk _ kkk *kk il
Total..... [P *kk - kkk *kk F*kk k¥

Net income or (loss)
before income taxes:

Kerr-McGee.............. *kk *hk *kk K%k o kAt
Chemetals............... drksk dkk kK *hk *kk
Rayovac........... e ftakad bkl bl *hk *kdk
Total................. Fkk *hk *hk - hkk *kk
Depreciation and
amortization:
Kerr-McGee.............. *xk T okekk S Fkk *kk
Chemetals.............. L ke *kk *kk *kdk - Rk
Rayovac......... SO ok ke *dok Sk i
Total................. *kk *kk *kk Fkk dkk
Cash flow: 5/
Kerr-McGee........... I ek Fok L : *okk
Chemetals............... ek ' ek Kk Fkk *kk
Rayovac................. *kk *kk fadidad _FR% Fhk
Total...... e i *kk bafiediad Lalal akatyd fakilad

_Ratio to net sales (percent)
Cost of goods sold:

Kerr-McGee.............. Fkk kdk 0 dkk ¥k ok
Chemetals....... PUPURUUNEY VRE T Hkok ok *kk
Rayovac................. Kkk *Ekk bkl *kk *kk
Average............... kkk *kk *kk Fdkk : *hk
Gross profit or (loss): A . :
Kerr-McGee.......... P ik *kk k% *hk - okEE
Chemetals.......... P 6/ *kk *hk L kkk *kk
Rayovac................. *kk bakakad L kA% *kk faakd
Average............ I ek *EE Lt *kk *kk

See footnotes at end of table.



- Table 1l1l--Continued .
Income-and-loss experience of U.S. producers on their operations producing .

EMD, by firms, accounting years 1985-87 and interim perlods ended Mar. 31,
1987, and Mar. 31, 1988

Interim period
ended Mar. 31--

Item - 1985 2/ 1986 3/ 1987 1987 1988

Ratio to net sales (percent)

General, selling, and

administrative

expenses:
Kerr-McGee............... *kk *kk *kk ke Fokk
Chemetals....... PR 6/ *hk *kk ' dad ok
RAyOVAC. . oo v it iiie e fakadad *kk *%k falalad *hx

Average................ ek F*kk Lt *hk Fkk

Operating income or (loss):'_ ,

Kerr-McGee............... kK T Kok *kk *%%k *kk
Chemetals................ 6/ i *k%k Kk *kk
RAyovac........cvvuunnnenn ekl ok *kk dkk dkk

Average................ Fkk *kk *hk *kk *kk

Net income or (loss)
before income taxes:

Kerr-McGee. ..... SO kek ook Skk Sokok *kk
Chemetals........ e 6/ N *rk *kk *kk
Rayovac.................. fakakad *k¥ fokakal faakal faiakad

Average................ *kk *xk *xhk Fkk *kKk

1/ The producers are Chemetals, Kerr-McGee, and Rayovac. Eveready is not
included in the table * * *, reported only the costs of the EMD it transferred
to its battery operations. :The company indicated that all its transfers of
EMD are made at * * * as detérmined by its internal accounting procedures.

* ok ok,

2/ In 1985, Kerr-McGee converted the production of EMD to titanium anodes.
This resulted in * * * in that year. Also in 1985, Foote Mineral Co.
converted its manganese metal plant to a titanium anode EMD plant. Chemetals
purchased the plant in June 1987. '

3/ Foote Mineral Co. started commercial production of EMD in June 1986.
Rayovac converted its EMD production to titanium anodes during 1986.

4/ Rayovac valued its company transfers at * * % .

5/ Cash flow is deflned as net income or (loss) plus depreciation and

amortization.
6/ * * %,

Source: Compiled from data submitted 1n response to questlonnalres of the
U.S. International Trade Commission.-

would have been $*** or *** percent in 1985, $*** or *** percent in 1986, $***
or *** percent in 1987, $*** or *¥* percent in interim 1987, and $*** or #**%
percent in interim 1988, and the EMD industry average operating income and
(loss) margins shown in table 11 would have been as follows: '

* * * * * * *
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Rayovac reported * * %, The company claims that these results'are”just a.
coincidence, and that they.reflect-a * *.*; the data’ reported are as per the_sz
company’s records. :In 1987 due .to the'* * *. P

Eveready * * * reported only the costs of the EMD it transferred to its-,
" battery operations. The company indicated that all its transfers of EMD are o
made at * * * as deterimined by its internal accounting ‘procedures. As all of .
Eveready s production facilities’ are * * * it does not * % %, o

If Eveready's. company transfers were valued at * % *,.1/ and its general
selling, and administrative expenses were.estimated at an industry average :
percent of net sales for each reported perlod it would show sales and.-
operating income or (loss) in absolute dollars and in relation to its
estimated sales value as follows S

“If Eveready s estlmated sales value of “i'ts company transfers and its .
estimated operatlng income or (loss) were included in the: data reported in =~
table 11, adjusted by Rayovac's company transfers- as discussed before in this

section, the EMD industry operating income or (loss) margins would be ‘as’
follows: : : :

The trend of the lndustry operatlng income or (loss) margin * Kk k.

Overall establishment operations.--Income- and loss data for U. S
producers’ establishments within which EMD is produced are shown in table 12.
The share of total sales accounted for by EMD sales increased from ¥ peroent
in 1985 to *¥* percent in 1986 and 1987 and to *** percent in interim 1988: -
Overall establishment net sales rose by *#** percent from 1985 to° 1986 and
declined by *** .percent from 1986 to 1987. However,. the operating: income
margin declined in 1986 from 1985 and then increased in 1987 from 1986- A
During the interim period ended March 31, 1988, net sales. increased by g
percent and the operating income margin rose by ¥%%. percentage points compared
with such data in the corresponding: perlod of'1987.. * * * reported * * * on
its other products--* *: *--produced in its * * * plant * k% reported * -k *

1/ Computed by total net sales in table ll -adJusted by revaluing ‘the éompanv
transfers of Rayovac at its * * * and then d1v1d1ng by the total quantitles
sold and transferred by .the three- producers : e
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Table 12 ' :

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

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

Value (1,000 dollars)

Net sales.................... afald *kk *kk *kk bdald

Cost of goods-sold..,,; ..... . kkk *kk F*kk kK Fedkde
Gross profit................. *k% *kk R S -kkk *kk
General, selling, and

administrative expenses.... *¥% - bakaded - kkk *hk fudadad
Operating income........... A dkk kK *kk *k
Startup expenses............. *k¥ bk *kk *kk *kk
Interest expense............. Fekek dkk - ok Hkk Kk
Other income (expense), net.. *%*% L kkk buiadid fadabal _ k%
Net income. before income o o

Lo 2= | kkk *kk S *kk *kk
Depreciation and amorti- - , T

zation included above...... o Rkk *hk *kk Bt *hk
Cash flow 1/........ccvvunnnn *xk Fokk *kk g ko

Share of net sales (percent)

Cost of goods sold.......... L kkk Fokk Fkk *kk ik
Gross profit................: k% dkdk o kkk kkk o kkk
General, selling, and '
administrative expenses.... *%* *kk *kk *kk T kA
Operating income........... . KEE *kk R ek Cokkk kK
Net income before. .income :
taxes..... P Ckkk *kk SokkR T kekk F*kk

EMD net sales....r,...”ﬁ..;h. *k¥ Frk - *kk : *kk Fkk

- Number of firms reporting

Operating losses........ S i *kk ‘ *hk *hk *d%k

Net losses................... Fkk Fkk *dk ko Fkk
Data.......... e e -3 3 . 3 3 3

1/ Cash flow is defined as net income before income taxes plus depreciation and
amortization. S

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

Investment in productive facilities.--Four U.S. producers provided data
relating to the valuation of property, plant, and equipment used in the
production of all products of their establishments and used in the production
of EMD. These data are presented in the following tabulation (1n thousands of
dollars):
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All estab11shment IR

products ' T :EMD

Original. - Book . . . »Origlnal" Book
Period - ~. - cost . - ,value- - : .. cost .’ value
1985. ... . iiiae el . 97,6910 0 0 .52,095 . 56,663 28, 166
1986.......... SLoLiodo e 101,907 61,163 61,763 37,037
1987 . . e .. 717,286 52, 461 ‘ 34,598 26,490
As of Mar. 31-- S, : o

1987. ..o sy 101,144 59 124 - 60,973 35,272

1988, ... 83,161 ' 56,563 39,431 . 30,243
* % % Hence, assets * % %, 1In l§87 assets * * ok,

To provide an additional measure of profitability, the ratios of -
operating income or loss to the book value of property, plant, and equipment
(i.e., return on fixed assets) employed in the production of all establishment
products and for: EMD are shown in the following tabulation (in percent)

Capital expenditures and research-and development ‘expenses.--Four U.S.
producers supplied data concerning their capital expenditures and their
research and development expenses in connection with ‘all products produced in
their establishments and,  separately, for EMD. These data are shown in the
~follow1ng tabulatlon (1n thousands of dollars) .

Capital 4 Research and
expenditures : : - development
All estab- . .- . - All estab-
' T . lishment L - . . lishment’
Period o products "EMD .products ~ EMD
1985. .. it el 17,242 12,335, - .. - - KAk 1,168 ¢
1986....... ,....}.g' ..... . 6,961, - 3,418 .+ 1,167 - . 1,083
1987........ S Lo k%% 1,457 0 0 1,112 - 7 - 1,071 -
Interim period ended o o ' - s o A "
Mar. 31-- : - o R S '
1987. .. ... SR L Rk Axk 290 - 276
1988........... PR *okk ' ok 260 - 253

In 1985, the’ high capital expendltures reflect the conversion to titanium
anodes by most of the companies. The interim 1988 capltal expenditures
include $*** incurred by * * *,
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Impact of imports on capital and investment

The Commission requested U.S. producers to describe and explain the
actual or anticipated negative.eéffects, if any, of imports of EMD from Greece,
Ireland, or Japan on their firms’ growth, investment, and ability to raise
capital. The producers’ responses are presented in appendix D.

Consideration of the Question of
Threat of Material Injury

Section 771(7)(F)(1i) of the Tariff Act of 1930 (19 U. s.c. § 1677(7)(F)(i))
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 sha11 consider,
among other relevant factors 1/--

(I) If a subsidy 1s 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 merchandisé to
the United States,

(I1I) any rapid increase in United States market
penetration and the likelihood that the penetration will
increase to an injurious level,

(IV) 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,

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

(VI) the presence of underutilized capacity for producing
the merchandise in the exporting country,

1/ Section 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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(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 imported at the tlme) 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.

With regard to item (I) above, no subsidies are involved in these
investigations. The available data on foreign producers’ operations (items
(II) and (VI) above) and on the potential for “product-shifting” (item (VIII))
are presented in the section of this report entitled "Ability of foreign
producers to generate exports.” Information on the volume, U.S. market
penetration, and pricing of imports of the subject EMD (items (III) and- (IV)
above) is presented in the section of this report entitled "Consideration of
the causal relationship between imports allegedly sold at LTFV and the alleged
material injury or threat thereof.” Available information on U.S. importers’
inventories of EMD from Greece, Ireland, and Japan (item (V)) 1s presented
below. ,

U.S. importers' inventories

U.S. importers’ inventoriés of EMD imported from Greece, Ireland, and
Japan increased by *** percent as of December 31, 1985, decreased by . —
percent as of December 31, 1986, increased by *#* percent as of December 31,
1987, and increased by *** percent as of March 31, 1988, compared with the
1eve1 of inventories as of March 31, 1987 (table 13). The increase in
inventories as of March 31, 1988, * * %, % * %, ’

U.S. importers’ inventories of EMD imported from countries other than
Greece, Ireland, and Japan were * * * as of December 31, 1986, and March 31,
1987, but * * * ag of March 31, 1988. Most of the inventories from such other
countries * * %
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Table 13 =
EMD: U.S. importers’ l/ 1nventories of 1mports as of Dec 31 of 1984-87,
Mar. 31, 1987, and Mar. 31, 1988 :

Dec._31-- Mar. 31--
Item 1984 1985 1986 1987 1987 1988
Inventories of EMD imported.

from- - ’ o o
Greece (short tons) 2/.. ek o *hk | kkk | kkk *kk *hk
Ireland (short tons).... %% . k% *kk *kk *hk *okk
Japan (short tons) 2/... ok *kk *kk Hkk Kk *kk

Subtotal (short
tons) .. ...oovii .. *kk *kk F*kk Fokk dkk *kdk
All other countries _ ‘ -
(short tons).......... *kk *kk vokkk *kk *dk *kk
Total (short tons).... **% Kk *kk kK *kk *okk
Ratio of reported inven-
tories as a share of
_ imports from each country

in the preceding period: , .

. Greece (percent)........ - *kk *kk *kk Ly¥kk 4Rk
Ireland (percent)....... - *kk *kk *k%k b4jkkk 4 Fkk
Japan (percent) 2/...... - F*kk *kk *kk 4/kdk L[ hk%

Average (percent)..... - : *%k% *kk *kk 4 [k 4/ %*%%
All other countries ‘

(percent)............. - k% dkde *k¥k 4 f X% 4 k%

Average (percent)..... - - . kkk C kkk ke LKk 4 fRkk

1/ Only * * * had inventories of their imports of EMD. * * * reported that
they do not keep inventories of EMD, although *ok ok,

2/ * * %, , .
3/ Excludes inventories malntalned by *.% %k, Such inventories amounted to #*%*
short tons as of Dec. 31, 1984, #*%* short tons as of Dec. 31, 1985, *** short
tons as of Dec. 31,(1986, *%% ghort tons as of Dec. 31, 1987, * % *
inventories as of Mar. 31,.1987, and. *** ghort tons as of Mar. 31, 1988.

4/ Based on annualized shipment data.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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U.S. importers’ current orders for EMD

The Commission’s questionnaire requested importers to specify whether
they imported, or intended to import, EMD in 1988. * % %, % % %, & % % -
stated that "% * % " * % * indicated that it * * ¥, The * * * importers’.
current orders for EMD are .presented. in the following tabulation (in short:*
tons):

Country ' " January-June 1988 "~ July-December 1988 l/

Brazil.,........ Jokk Kkk
Greece......... *kk *kk
Ireland........ *kk _ - *hk
Japan.......... Fokk kK
South Africa... #*** Kk

Total........ ek : *kk

1/ The data in this column are not directly comparable to those in the column
for January-June 1988 because additlonal orders may still be made for
July-December 1988.

Abiligy of foreign producers to generate exports

The Commission requested counsel for two of the four Japanese producers
of EMD (Mitsui Mining & Smelting Co., Ltd. and Tosoh Corp.) 1/ and for the
producers of EMD 'in Greece and Japan to provide information on their clients’
EMD operations. The information requested consisted of the number and names
of producing firms; plant locations; production, capacity, capacity
utilization, home-market shipments, exports to the United States, exports to
other major markets, and total exports, for each of the years 1985-87 and for
January-March of 1987 and of 1988; projected changes in production, capacity,
or capacity utilization in 1988 and 1989; and intentions or projections as to
the quantity of exports to the United States and to other major markets in
1988 and 1989. Similar data were requested by the Commission from the U.S.
embassies in Athens, Dublin, and Tokyo. Information received in response to
the Commission's requests is presented below. ‘

Greece.--The only producer of EMD in Greece is Tosoh Hellas A.I.C.,
formerly known :as Tekkosha Hellas A.B.E., located in the industrial area of
Sindos, Thessaloniki, Greece. Tekkosha Hellas was established in 1973 and
productlon of EMD began in 1976. Tosoh Hellas' production and capacity
utilization * * * (table 14). * * %,

1/ The other two producers of EMD in Japan (Japan Metals and Chemicals Co.,

Inc., and Daiichi Carbon Co., Ltd.) were not represented by counsel and were
not contacted directly to provide information. However, information on the

EMD industry in Japan was obtained from various public sources and from the

U.S. embassy in Tokyo.
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Table 14 o
Salient data on the EMD industry in Greece, 1/ 1985- 87 January-March 1987,
January-March 1988, and prOJectlons for 1988 and 1989

January-March- -

Item : . 1985 1986  ,1987," 1988 . 1989 1987 1988

Production (short tons).. **=* Kk *kk *k Fkk *okk *kk
Capacity 2/ (short tons) *kk E 2 A A *xk *kk Kk Fkk
Capacity utilization o '
(percent)............... Kk *kk %%k . KRk *kk . kkk ok
End-of-period inven-
tories (short tons).... *¥%* *k¥k dkk 3/ . 3/ - kxx *kk
Shipments:
Home market (short . _
tons) . ... .t *kk *dkk dkk T ek *kk " kkk *kk
Exports--
To the United States . = | _ S . ‘
(short tons) . Kk Fkk  dkk *kk *kk dkk | dkk

To all other coun-
tries 4/ (short
tons) *kk *kk *kk *kk *kk *kk *kk

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

Total (short tons)..... *kk *kk *k% *%k% *kk *kk *kk

1/ The data presented in the table are for Tosoh Hellas, A.I.C., the only
producer of EMD in Greece. S S

2/ Capacity data are based on an operatlng perlod of * * *,

3/ Data not projected.

4/ * * * is the pr1nc1pa1 destlnatlon

Source: Informatlon supplled by Well Gotshal & Manges, counsel for Tosoh
Hellas A I.C.

Tosoh Hellas’ home- market shipments are * ok ok % % % are exported,

principally té * * ok Exports to the Unlted States were s1gn1f1cant in 1985,
but have been minimal s1nce that year * * *; :

Ireland. - -The only pro&dcer of EMD.in Ireland is Mitsui Denman (Ireland),
Ltd., located in Little Island, Cork, Republic of Ireland. Mitsui Denman’s
capacity utilization * * * (table 15) Production * * %, % * %, However,
production, capacity utilization, and exports % * *,  According to counsel for
Mitsui Denman in a June 22, 1988, telephone conversation, Mitsui Denman * * *,

"Japan.--There are four producers of EMD in Japan: Daiichi Carbon Co.,
Ltd., Yokohama; Japan Metals & Chemicals Co., Tokyo; Mitsui Mining & Smelting
Co., Ltd., Tokyo; and Tosoh Corp., Iokyo. * * *; gsalient data on Mitsui and
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Table 15
Salient data on the EMD industry in Ireland, 1/ 1985-87, January-March 1987
and. January-March 1988 2/

January-March- -

Item . 1985 1986 1987 1987 1988
Production (short tons)...... Fhk *kk . *k% *kk - kRkk
Capacity 3/ (short toms)..... Fokk Fkk *kk 0 kkk Lo kR
Capacity utilization _ -
(percent)............ P Kk *kk Fookk *k%
End-of-period inven- ‘ : ' oo ‘
tories (short toms)........ *kk o kE% *Hk CokER L kK
Shipments: ' ' .
Home market (short . S .
BONS) ot it it eennnee., KKK Fkk © kR L A A
Exports-- , '
To the United States o : :
(short toms)........... *kk ek S i *kk ok

To all other coun-
tries 4/ (short : -
toONS) . ..t it it k% . kkk C kkk *kk S kkk

~ Total (short tons)......... *okk T kR T LL L S dkk

1/ The data presented in the table are for Mitsui Denman (Ireland), Ltd » the
only producer of EMD in Ireland. :

2/ No projections were provided.

3/ Capacity data are based on an operating perlod of * % %~

4/ The principal destination in all years and periods is * * %,

Source: Information supplied by Marks Murase & White, counsel for Mitsui
Denman (Ireland), Ltd. ’

Tosoh are presented in table 16. 1/ Mitsui’s EMD manufacturing plant is
located in Takehara City, Hiroshima. Tosoh’s EMD plant is located in '
Funaba-cho, Hyuga City, Miyazaki Prefecture. Japan Metals & Chemicals Co.
plant was constructed in Takaoka in 1980 with a capacity of *¥%* short tons
its capacity was * * * in 1984, and another capacity expansion in 1986
resulted in a total capa01ty of *kk short tons.

Japan is the world's 1argest producer of EMD. _itiaocounts for _
approximately 47 percent of world capacity, excluding China and the U.S.S.R.

1/ The Commission also received a telegram from the U.S. embassy in Tokyo that
supplied aggregate data for the four producers of EMD in Japan. Data and’
trends in the telegram * * * the data provided in table 16.. Of note is the
fact that aggregate inventories of EMD in Japan are reported in the telegram
to have been 8,433 short tons as of Dec. 31, 1985; 12,476 short tons as of
Dec. 31, 1986; 14,472 short tons as of Dec. 31, 1987; 11,482 short tons as of
Mar. 31, 1987; and 13,826 short tons as of Mar. 31, 1988.
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Table 16

- Salient data on the EMD industry in Japan, 1/ 1985-87, January-March 1987,
January-March 1988, and projections for 1988 and 1989

January-March--

Item : 1985 1986 1987 1988 1989 1987 1988

Production (short tons).. #*** *%k *kk 2/%%x% KYAL A VA T2 S VA L
Capacity (short tons).... **%* *h%k *hk ﬁ/*** é/*** *k%k - kkd
Capacity utilization ‘
(percent).............. *kk Fkk *hk 3 kkk 3 kkk 3 akk 3 frkk
End-of-period inven-
tories (short tons).... *%% *hk *hk 3/ 5/ F*kk *kk
Shipments:
Home market (short ,
COMS) et v e eeenn e *kk sk *kk 3 kkk 3 fekk *keok *kF
Exports--
To the United States

(short tons)....... *hk *kk *kk 3 /xE% 2/*** *hk *kk
To all other coun- o
tries 6/ (short
‘ tons)............ I *kk faaded 3/ xkk | J hak okl fulodiod
Total (short tons)..... *kk *k*k *kX . 2/*** 2/*** *kt *kk

1/ The data presented in the table are for 2 of the 4 producers of EMD in Japan,
Mitsui Mining & Smelting Co., Ltd. and Tosoh Corp. Mitsui and Tosoh * * *, '
2/ Data are for Tosoh only. Tosoh’s projected production in 1988 is * * *,

3/ Data are for Tosoh only. ‘ .

4/ Data are for Tosoh only. Tosoh's projected capacity in 1988 is * * *,

5/ Data not projected.

6/ Principal destinations are * * *,

Source: Information supplied by Marks Murase & White, counsel for Mitsui Mining
& Smelting Co., Ltd., and Weil, Gotshal & Manges, counsel for Tosoh Corp.

Japan has played-a major role in the historical development of EMD. A
Japanese patent on the use of EMD in dry cell batteries was obtained in 1929.
Advances in the application of alternating current to MnSO4 solution to
produce MnO2 were detailed by Kameyama and Iida in 1934 and by Takahashi in
1938. The Tokyo Shibaura Electric Co. produced EMD in its Washizu plant as
early as 1944 and ‘Mitsui Mining & Smelting Co. began to produce EMD in its
Takehara plant in 1948. In November 1948, the Japanese Ministry of
International Trade and Industry (MITI) organized an EMD committee composed of
representatives .of EMD producers and dry cell battery producers.
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Consideration of the Causal Relationship Between Imports Allegedly g
Sold at LTIFV and the Alleged Mater1al InJury or Threat Thereof

LTI

U.S. imports

Data on U.S. imports reported herein are based on responses to the
Commission’s questionnaire sent to importers (table 17). All known U.S.
importers of EMD provided data in response to the questionnaire. Official
import statistics of the U.S. ‘Department of Commerce were not used to report
imports of EMD because the TSUSA item under wh1ch EMD is reported also
contains other types of manganese dioxide. :

Table 17

EMD: U.S. imports, by country and by 1mporter, 1985 87, January- March 1987l
and January -March 1988

January-March- -

Item - 1985 1986 . 1987 1987 __ 1988

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

Greece.--The quantity of U.S. imports of EMD from Greece decreased by ***
percent in 1986 and by *** percent in 1987, and increased by *** percent in
January-March 1988 compared with imports in the corresponding period of 1987.
The trend was the same for the value of U.S. imports from Greece. 1/ The unit
value of U.S. imports from Greece was $*** per pound in 1985 and 1986, $*¥*
per pound in 1987, and $*** per pound in January-March 1988. The * * *

importers of EMD from Greece during the period covered by the investigations
were * * % : A

.Ireland. --The quantity of U.S. imports of EMD from Ireland increased by
**% percent in 1986, decreased by *** percent in 1987, and * * * in
January-March 1988. The trend was the same for the value of U.S. imports from
Ireland. The unit value of U.S. imports from Ireland * * * from $*** per
pound in 1985 to $*** cents per pound in 1986, and $*** cents per pound in
1987. The * * * importers of EMD from Ireland are * * %,

1/ For all countries, the value of imports reported in response to the
Commission’s questionnaire consists of the landed, duty-paid value at the U.S.
port of entry, including the cost of ocean freight and insurance, brokerage,
and import duties (i.e., all charges except inland freight in the United
States). Lo
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Japan. - -The quantity of U.S. imports of EMD from Japan decreased by *¥*
percent in 1986, increased by *#** percent in 1987, and increased by *#*¥*
percent in January-March 1988 compared with imports in the corresponding
period of 1987. The trend was the same for the value of U.S. imports from
Japan. The unit value of U.S. imports from Japan was * * *, Théere were *¥%*
1mporters of EMD from Japan during the period covered by these investigations.

Cumulated imports. --The.aggregate quantity of U.S. imports of EMD from
Greece, Ireland, and Japan decreased by #*** percent in 1986, increased by **%*
percent in 1987, and increased by *** percent in January-March 1988 compared
with imports in the corresponding period of 1987. The trend was the same for
the aggregate value of U.S. imports from the three countries. The unit value
of aggregate U.S. imports from Greece, Ireland, and Japan was $*** per pound
in 1985, $*** per pound in 1986, $*** per pound in 1987, and $*** per pound in
January-March 1988. : :

Total imports.--The total quantity of U.S. imports of EMD decreased by
*%% percent in 1986 and by *** percent in 1987, and increased by *** percent
in January-March 1988 compared with imports in the corresponding period of
1987. The trend was the same for the total value of U.S. imports.
The unit value of total U.S. imports of EMD decreased from $*** per pound in
1985 to $*** per pound in 1986, $*** per pound in 1987,and $*** per pound in
January-March 1988.

Market penetration of imports

U.S. importers’ domestic shipments of imports (U.S. importers’ domestic
resales of imports plus captive consumption of imports) of EMD are presented
in table 18 and will be used to calculate the market penetration of imports.

i
' .

‘Theftrehds in the quantity of domestic shipments of imports are identical
to those of U.S. imports in table 17, except that U.S. importers’ total

domestic shipments increased slightly in 1987 whereas total U.S. imports
decreased in that year. % * %,

U.S. importers’ domestic shipments of EMD by grade are presented in the
follow1ng tabulation (in short tons) 1/ |

Year or perlod Alkaline Zinc chloride Other
1985............ e Kk *hk *kk
1986........ . *kk *hk *kk
1987, . i *kk Ckkk . Fhk
January-March : : )

1987, ... ... e *kk L KRk . Fkk

1988 il KRR ek *kk

1/ Aggregate shipments of the data in the tabulation differ slightly from
total shipments in table 18 because * * *,



Table 18 o o
EMD: U.S. importers’ domestic shipments, 1/ by source country, 1985-87,
January-March 1987, and January-March 1988 '

January-March- -

Country : 1985 © 1986 1987 1987 1988
Quantity (short tons)
Greece. ...cvviiiin i i i *%k% *%k% T kkk k%% *k%
Ireland..................... *kk *hk *kk *kk *kk
Japan..........cciiiiiinn *kk *kk *kk *xk el
Subtotal................ dkk *hk *k%k Kk *kk
All other countries......... *kk *kk k% kel *khk
Total...........civvvunn *%x% Fkk *kk *kk *kk

Value- (1,000 dollars) 2/

Greece *kk kkk *kk ok *h%k

Ireland..............c..c.. *hk Fkk *kk *kk *kk
Japan....... e et _kkk *kk *%k *kk fakaiad

Subtotal................ dedede 23 *xk - *kk kK
All other countries......... ' *kk Jokk *kk Kkk fakaliad

Total : kdk " kekk *dk%k dekk dkk

Unit value (per pound)

. Greece..........uiiunrani.n. Gk $rkk . Ghkk T 3/GRk% 3/§%**
Ireland.............cco.... *kk o KRR dokdk ek FAk
Japan. . ........c.eenieaiaas. *kk *kk Rk fuiadad falalil

Average, 3 countries.... *kk *hkk  kkk bl Lokl
All other countries...... e *kk *k% *kk *k¥ *kk
Average, all countries.. = %% T kR *kk Fkk *kk

1/ Consists of U.S. importers’' resales of imports and captive consumption of
imports.

2/ The value of an importer’'s shipments consists of the net value (i.e., gross
value of shipments less all discounts, allowances, rebates, and the value of
returned goods), f.o.b. the importer’'s U.S. point of shipment. * * *,

3/ Based on unrounded data.

Source: Compiled from data submitted in response to questibnnaires of the U.S.*

International Trade Commission.

Commercial market penetration of imports.--U.S. importers' shipments as a
share of apparent U.S. commercial consumption of EMD are presented in table 19.

Greece.--U.S. importers’ shipments of EMD from Greece accounted for
*** percent of the quantity of apparent U.S. commercial consumption in 1985,
*%* percent in 1986, and *** percent in 1987. The * * * share of the imports
from Greece is accounted for by the fact that * * *. EMD from Greece as a
share of apparent U.S. commercial consumption was **%* percent in January-March
1988, * % * from *** percent in the corresponding period of the previous
year. * ¥ %,
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Table 19

EMD: TU,S. producers’ domestic commercial shipments, U.S. importers’ domestic
shipments, 1/ apparent U.S. commercial consumption, and importers’ domestic
shipments as a share of apparent U.S. commercial consumption, 1985-87,
January-March 1987, and January-March 1988

January-March- -

Item | A 1985 1986. | 1987 1987 1988

1/ Consists of U.S. importers’ resales of imports plus their captive consumption
of imports. ' '

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

Ireland.--U.S. importers’ shipments of EMD from Ireland accounted
for *** percent of. the quantity of apparent U.S. commercial consumption in
1985, *%* percent in 1986, and *** percent in 1987. EMD from Ireland as a
share of apparent U.S. commercial consumption was *** percent in January-
March 1987 and * * * in the. corresponding period of 1988. The * * * of the
imports from Ireland in 1987 and January-March 1988 is accounted for by * * *.

Japan.--U.S.. importers’ shipments of EMD from Japan accounted for
*%% percent of the quantity of apparent U.S. commercial consumption in 1985,
**% percent in 1986, and *** percent in 1987. 1/ The decreased share of the
imports from Japan in 1986 'is * * ¥, The increased share of imports from
Japan in 1987 is accounted for by * * *, EMD from Japan as a share of
apparent U.S. commercial consumption was *** percent in January-March 1988, an
increase from *#*% percent in the correspondlng period of the previous year.
The increase is owed ma1n1y to 1ncreased 1mports by * * % dnd to a lesser
extent to * * *,

Greece, Ireland, and Japan cumulated.--U.S. importers’ aggregate
shipments of EMD from Greece, Ireland, and Japan accounted for *** percent of
the quantity of apparent U.S. commercial consumption in 1985, *** pércent in
1986, and *** percent in 1987. The three countries’ share of apparent U.S.
commercial consumption was *** percent in January-March 1988, an increase from
the *** percent share in the corresponding period of the previous year.

Total market penetration of imports.--U.S. importers’ shipments as a
share of total apparent U.S. consumption of EMD are presented in table 20.

1/ U.S. importers’ shipments of Japanese EMD Wbuld,havé'* * % if & * *,
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EMD: U.S. producers' total domestic shipments (including captive shipments),

U.S. importers’ domestic shipments, apparent U.S. consumption, and importers’ -
domestic shipments as a share of apparent U.S. consumption, 1985-87, o
January-March 1987, and January-March 1988

H

K

198

January-March- -

Item 1985 1986 7 1987 1988
Quantity (short tons)
U.S. producers’ total
domestic shipments..... Yk *kk *hK F*dk Fk
U.S. importers' domestic
shipments of imports
from 1/--
Greece............... ¥k k% *kk *dkk *kk
Ireland.............. *kk *kk *kk Fkk ok
Japan................ fakadal badekad aiakad *k% bdiakad
Subtotal........... *kk o *kk F*kk ok
All other countries.. *kk *kk fadiakiad *kk *hk
Subtotal........... *kk *kk hadiadiad *%*% balakad
Total apparent U.S. :
consumption......:....:. 41,543 45,446 44,307 10,617 11,881
Value (1,000 dollars)
U.S. producers’ total ] . ‘
domestic shipments..... Fkok Fdek *kk Fkk *hk
U.S. importers' domestic
shipments of imports
from 1/--
Greece............... *k¥ *kk *kk *kk bt
Ireland.............. *kk Fkokk *kk *kk *kk
Japan................ *k% *kk faaded *kk k%
Subtotal........... *kk *kk *kk *kk F*hk
All other countries. k% *xhk fakaliad fadaked *hk
Subtotal........... adaliad **xk fadodad Kk Fkk
Total apparent U.S.
consumption............ 56,664 57,004 54,445 12,861 13,740
o Percentapge distribution of the quantity of consumption
U.S. producers’ total: = C ) _ '
domestic shipments..... Fkk Fkk *kk Fkk *kk
U.S. importers’ domestic ‘
shipments of imports
from 1/-- ,
Greece............... ke R *kdk *hk L
Ireland............. \ dkeok Lk *dok *kk Kook
Japan........ e Ll el fakalial *xk falakid okt
Subtotal...... .. hkk |k Fkk fakadad *keok
All other countries.. *k% *kk fuodiad *kk *kk
Subtotal........... *kk *kk L dekk baadad Fkk
Total.................... '100.0 100.0 100.0" 100.0 100.0"

See footnote at end of table..



Table 20--Continued

EMD: U.S. producers’' total domestic shipments (including captive shipments),
U.S. importers’ domestic shipments, apparent U.S. consumption, and importers'’
domestic shipments as a share of apparent U.S. consumption, 1985-87,
January-March 1987, and January-March 1988 4

: ' January-March- -
Item ' 1985 1986 1987 1987 1988 .

Percentage distribution of the value of consumption

U.S. producers’ total ,
domestic shipments...... *kk *kk *kk . KRk Fkk

U.S. importers’ domestic
shipments of imports

from 1/-- , x
Greece...........vuu.n ek *kk ok *kk F*kk
Ireland............... *kk *kk *kk kR - Kk
Japan................. kK Fekk . Rk *kk | kkk

Subtotal............ *kk *hk Kkk Jokk *k*k

All other countries... hakadad kil . kkX K%k *xk
Subtotal............ *kk - baieiad el *kk *%kk
Total........ e e 100.0 100.0 100.0 100.0 100.0

1/ Consists of U.S. importers’ resales of imports and captive consumption of
imports.

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

Greece.--U.S. importers’ shipments of EMD from Greece accounted for
*** percent of the quantity of total apparent U.S. consumption in 1985, #%*
percent in 1986, and *** percent in 1987. The decreased share of the imports
from Greece is accounted for by the fact that * * %, EMD from Greece as a
share of total apparent U.S. consumption was *** percent in January-March
1988, % * * from *** percent in the corresponding period of the previous
year. ¥ * %, S '

Ireland.--U.S. importers’ shipments of EMD from Ireland accounted
for *** percent of the quantity of total apparent U.S. consumption in 1985,
*%* percent in 1986, and *** percent in 1987. EMD from Ireland as a share of
total apparent U.S. consumption was *** percent in January-March. 1987 and
* % % in the corresponding period of 1988. The decreased share of the imports
from Ireland in 1987 and January-March 1988 is accounted for by * * *,

Japan.--U.S. importers’ shipments of EMD from Japan accounted for
*%* percent of the quantity of total apparent U.S. consumption in 1985, ***
percent in 1986, and *** percent in 1987. 1/ The decreased share of the
imports from Japan in 1986 is * * *. The increased share of imports from

1/ U.S. importers’ shipﬁents-of Japanese EMD would have * * % if * % *,



Japan in 1987 is accounted for by * * %, EMD from Japan as a share of total
apparent U.S, consumption was *xk percent in January -March 1988, an increase
from *** percent in the correspondlng period of the previous year. The

increase is accounted for mainly by * * * and to a lesser extent to * * %,

Greece, Ireland, and Japan cumulated.--U.S. importers’ aggregate
shipments of EMD from Greece, Ireland, and Japan accounted for **¥* percent of
the quantity of total apparent U.S. consumption.in 1985, *** percent in 1986,
and *** percent in 1987. The three countries’ share of total apparent U.S.
consumption was *%* percent in January-March 1988, an increase from the
*%*%.percent share in the corresponding period of the previous year. -

Prices

The demand for EMD depends upon the demand for consumer batteries and ;.
also upon the amount of EMD that is used in .each battery. The five most - .
commonly used sizes of primary consumer batteries .are AAA, AA, 9-volt, C, and,
D. Two factors have affected the demand for EMD in the past two-or three .
years. As a result of a growing trend towards miniaturization, the demand for
smaller batteries, AA and AAA, has grown. Although these smaller batteries
use less EMD than larger. batterles *.% %, 1/ 1In addition, smaller batteries
are more sensitive to EMD quality differences than large batterles and thus
there has been a shift towards higher quallty EMD.

.EMD can be flnrshed to dlfferent spec1f1cat10ns,,which generally vary
from customer to customer and depend on the type of dry cell battery in which
the EMD is to be used. However, whereas these variations are often subtle,
EMD can generally be classified into two grades: alkaline EMD and zinc
chloride EMD. The two grades- differ according to the particle size and the pH
of the material. 2/ These differences come about during the grinding and
neutralization phases of EMD production and generally do not affect the price
of the EMD. 3/ Some purchasers believe that EMD from different suppliers: is

different. Some firms, * * * * * * from different suppliers, whereas other
firms, * * *x, - : Co

EMD is generally sold as a powder, but can also be sold in chip or plate
form. The price of EMD chip is typically less than that of EMD powder. This -
is because EMD chip must be ground into powder form before it can be used in
battery production. Only those battery manufacturers with grinding equipment
can purchase EMD chip. Battery manufacturers that do not produce their own

3- :

1/ Several battery producers have replaced the metal casings previously used
in battery production with plastic casings.  This change allows battery
producers to pack more EMD in the batteries; the more EMD in the battery, the
longer the battery lasts.

2/ Testimony of Richard Wohletz at staff conference on June. 20, 1988, p. ll
3/ Petitioners and respondents disagree as to whether alkaline grade EMD and
zinc chloride EMD constitute one or two like products; however, prices of .
alkaline EMD and zinc chloride EMD were very similar. . Four producers and
three importers stated in their questionnaire responses that prices for the
two were about the same during the past three years and have generally
followed similar trends.
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EMD, e.g., Duracell; usually do not have grinding equipment. During the

period of investigation, there were relatively few sales of EMD chip in the
United States. 1/

Before EMD is accepted for purchase by the major U.S. battery
manufacturers, it must be qualified for use. Both Eveready and Duracell
perform tests on samples to evaluate and rank various suppliers. This
qualification process is lengthy, lasting anywhere from 4 to 12 months. 2/
Both Eveready and Duracell have stated that quality is the most important
factor in a purchasing decision. 3/ Because of the time required to qualify
suppliers, switching from one supplier to another cannot be done easily,
unless a supplier is already qualified with that purchaser. Requalification
of a supplier is necessary if either the battery manufacturer or the EMD
supplier change its production process or if problems arise with the EMD. 4/

. Prices for EMD are quoted in a variety of ways. The two U.S. merchant
producers, Kerr-McGee and Chemetals, generally quote prices on an f.o.b. plant
basis and the customer pays the shipping costs. The other U.S. producers of
EMD, Eveready and Rayovac, consume * * * of the EMD they produce; therefore,
these two firms * * *, 5/ Sales of the imported product are made in a number
of ways and generally vary depending on the customer’'s requirements. * * *,
Purchases of imported EMD by * * %, 6/ * % % % % % % % %,

- Shipping costs for EMD range from approximately #*%** to. *** percent of the’
price of EMD. Leadtime for delivery for domestic and imported EMD differ;

- shipments from U.S. producers to their customers take approximately 1 to 6

weeks, and the leadtime for shipments from importers of EMD averages 6 to 8
weeks.

The Commission requested price data from U.S. producers and importers for
the largest quarterly sale to each of their three largest customers during the
period January 1985 to March 1988. Price data were requested for the
following three products:

PRODUCT 1: EMD (in powder form) qualified for use in the
manufacture of alkaline batteries

PRODUCT 2: EMD (in powder form) qualified for use in the
manufacture of zinc chloride batteries

PRODUCT 3: EMD chip or plate qualified for use in the
manufacture of alkaline batteries

1/ * % % EMD chip during the period covered by the investigations. * * *,
2/ Even EMD produced for captive consumption must be tested and qualified.

% % % gtated that it took * * * months to qualify its own EMD in * * %, Once

the EMD was qualified, * * *,

3/ Postconference submission of Duracell, p. 2, and transcript of the
conference, p. 119.

4/ Staff interview with * * *,

5/ % * %,

6/ * * *x,
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The products for which price data were collected represent *¥* percent of
domestic shipments, *** percent of imports from Greece, *** percent of. 1mports
from Ireland, and ***. percent of imports from. Japan in 1987

* ok ok provided price data for sales of alkaline EMD Kokok, ok ok ok could
not provide sales prices. 1/

«['

The * * * importers, * % % reported prices for the transactions in which
they were the importers of record. 2/ * * *, 3/ : :

Price trends.--Weighted-average prices for.domestic. alkaline grade EMD
(product 1) and zinc chloride grade EMD (product-2) decreased *#** and *%#*
percent, respectively, during the period January 1985 to March 1988
(tables 21 and 22). 4/ No U.S. producer. or importer reported sales of EMD
chip or: plate during the period of 1nvest1gat10n '

Table 21 '

Weighted-average f.o.b.. pr1ces of . U.S. -produced ‘and imported Greek and
Japanese -alkaline EMD (Product 1), 1/ and average margins by which imports of
this product undersold or. (oversold) the U.S.-produced product by quarters,
January 1985-March 1988

1/ On the basis of prices reported by U.S: producers and importers for their
largest quarterly sale. .

Note.--Absolute and percentage margins are calculated from unrounded figures.
Thus, margins cannot always be directly calculated from the rounded Prices
shown in the table, co

Source: Comp11ed from data submitted in response to questionnaires -of the
U.s. International Trade Comm1551on :

Prices for'Greek EMD for.use in alkaline batteries showed * * * during
. the period January-March 1985 through January-Mdrch 1986 (table 21). No
prices were reported for sales of Greek EMD for use in zinc chlorlde batteries.

Prices for Irish zinc chloride grade EMD * * *'throughout 1985 and 1986
and then * * * in 1987 (table 22). No prices were reported for sales of Irish
EMD for use in alkaline batteries. : ’

1/ * * *p'
2+ * %, A . - |
3/ * % % % % % actual purchase prices for EMD that are -discussed in the

section of this report entitled "purchaser prices.”
4y * * X, :
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Table 22 '
Weighted-average f.o. b prices of U.S.-produced and imported Irish and
Japanese zinc chloride EMD (Product 2), 1/ and average margins by which

imports of this product undersold or (oversold) the U.S.-produced product, by
quarters, January 1985-March 1988

1/ On the basis of prices reported by U.S. producers and importers for their
largest quarterly sale.

Note.--Absolute and pércentage margins are calculated from unrounded figures.

Thus, margins cannot always be directly calculated from the rounded prices
shown in the table.

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

Prices for Japanese alkaline grade EMD were * * * in January-March 1988
than they were in January-March 1985 (table 21). * * *. These prices
decreased *** percent from $*** in 1985 to $*** in 1988 (based on year-to-date

information). During the period of investigation, prices of Japanese zinc
chloride grade EMD * * *,

Price comparisons.--Prices for Greek alkaline EMD were * * * than
domestic prices in * * *, with margins ranging from *#** to *** percent. 1/
Prices for Irish zinc chloride grade EMD were *%* to #**%* percent * * * those
for domestic EMD in * * ¥, Japanese prices for alkaline grade EMD were above
the prices for domestic alkaline grade EMD in * % %, In * % % prices for
Japanese alkaline grade EMD were *** percent below those for the similar
domestic product. For zinc chloride grade EMD, Japanese prices * * %, with
margins ranging from **%* to *** percent.

Purchaser prices.--There are three main purchasers of EMD: Duracell,
Eveready, and Rayovac. * * *. Although there are a small number of other
battery producers in the United States, purchases by these firms are small and
since there are two U.S. merchant suppliers and several other producers in the
world that supply the U.S. market, the U.S. EMD market consists of more
suppliers than purchasers. Virtually the only use of EMD is in batteries,
therefore the purchasers, mainly Eveready and Duracell, play an important role
in pr1ce negotiations. 2/

1/***

2/ Questionnaire ‘responses indicate that * * *, * * * stated that "* * % v
* % % gstated that in its * * &, "% % * " and "* * * "
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Both Eveready and Duracell supplied, in their postconference briefs, .

. annual price data for purchases of both domestic and imported EMD during the
period of investigation (tables 23 and 24). Prices reported by Eveready for
domestic EMD are f.o.b. the producer’s plant; prices for imported EMD are

* * %, 1/ Prices reported by Duracell for purchases of domestic EMD are
f.o.b. the producer’s plant; prices for imported EMD are * % *., Duracell

* % %, Purchase prices submitted by Eveready and Duracell were consistent
with the price data submitted by U.S. producers and importers.

Table 23
Purchase prices as reported by Eveready for domestic and imported EMD, by
companies, 1985-88 1/

1/ During the period of investigation, Eveready also purchased EMD from
* % %, Eveready purchased * * *, )

Source: Postconference brief of Eveready Battery Company, June 23, 1988, p.
20. '

‘Table 24 -
Purchase prices as reported by Duracell for domestic and imported EMD, by
companies, 1985-88

Source: Postconference brief of Duracell, Confidential Appendix D,
June 22, 1988.

Eveready's purchase prices, both for domestic and imported EMD, * * %
during the period covered by the investigations. Eveready * * *. Eveready
has * * *, Eveready purchased * * * 2/ * % % 3/ Eveready also purchased
some EMD from * * *; however, * * % 4/ :

Duracell purchased EMD from both domestic and foreign suppliers during
the period covered by the investigations and prices * * *. 1In early 1986,

L/ Rk k. ok ok ok, ok %k,

2/ Eveready claimed that it was “because of the higher quality of Tosoh and
Mitsui EMD in the pre-1986 period, (that) Eveready turned to imports instead
of KMCC to supplement Eveready'’s own captive production.” (Postconference
brief of Eveready, p. 7).

3/ Postconference brief of Eveready, p. 8.

4/ Questionnaire response of Eveready.
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Duracell stopped purchasing from Japan and began to purchase all its EMD from
domestic suppliers. 1/ Duracell resumed purchasing Japanese EMD * * * than it
had previously purchased it -* * *, According to Duracell, it was * * *,
Duracell entered into a 3-year contract with Chemetals for purchases of EMD in
1986-88. According to the terms of the contract, the price is set each year
according to the prevailing market price and is not to exceed the price that
Duracell paid its other suppliers. Duracell’'s purchases from Kerr-McGee * * *.

Lost sales and lost revenues

' * % % U.S. producers, * * *, submitted a total of 11 lost sales
allegations and 6 allegations of lost revenues to competition from imports
from Greece and Japan during the period covered by the investigations. 2/ The
lost sales allegations totaled approximately $**% million and involved
approximately *%* tons of EMD; the lost revenue allegations involved *** tons
of EMD and totaled approximately $*** million. All of the lost sales and four
lost-revenue allegations concerned imports from Japan; * * * reported that the
remaining two lost-revenue allegations concerned imports from either Japan or
Greece. 3/  Staff contacted all three of the purchasers named in these
allegations and a summary of the information follows.

* % * was named by * * * in 8 lost sales allegations, totaling
approximately $*** million, allegedly due to competition from lower priced
Japanese 'EMD. % * * alleged that it offered, * * %, to sell alkaline EMD to
* % % in *¥ % % at prices of $¥*¥, §¥d¥¥  and $¥¥* per pound, but * * % chose to
purchase Japanese EMD because it was lower priced. * * * alleged that it
offered its EMD at prices of $*** per pound for shipment * * %, and prices of
§xkk  Gkkk | $k¥k, and $¥** per pound for shipment * * %, % % * claims to have
offered its EMD for $#*** and $**%* per pound, for delivery * * * % * * denies
that its purchasing decision was based on price. 4/ * * * stated that * * *
chose to purchase Japanese EMD because it was a better quality product. 3/

* % % gtated that because of * * % % % % must % * *, % % %x_ 6/

* % % was named by * * * in three lost-sales allegations involving lower
priced EMD from Japan; these lost-sales allegations totaled approximately $***
million. * % * bid $*** in two of these instances and $*** in the third. One

1/ * % % As prices of Japanese material steadily increased, Duracell decided
to work with the domestic producers to improve the quality of their products.
Duracell increased the quantity of its purchases of U.S.-produced EMD to the
point at which it was buying only domestic EMD in 1986 and 1987.
(Postconference brief of Duracell, pp. 5-6.)

2/ The Commission received no allegations of either lost sales or lost
revenues due to competition from imports from Ireland.

3/ * * %,

4y * % *x,

5/ Staff meeting * * %,

6/ * Kk k. K % ok, :
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of these $*** bids, made in * * *, was for * * *. The remaining twoe bids were
made in * * % for shipment of EMD * * * 1/ * * * also alleged two instances
of lost revenues to * * *; * % * stated that it had to lower its price for EMD
from $*** per pound to $*** per pound.in * * * and from $*** per pound to
§*** per pound in * * *, * * * did not specifically confirm or deny these
allegations but did state that the Japanese have been aggressive in pricing,
According to * * *, no one firm has been a price leader during the period of
investigation; prices have decreased over the period for both domestic and
foreign suppliers. * * * stated that * * * has purchased EMD from * * *, 6

* % %, % % % stated that * * * uses the * * * and * * * material for * * %,
and that it is % * %, % % % added that he does not believe that there is any
quality difference between the Japanese and the domestic product.

* % %  was named by * * % in four lost revenue allegations totaling §$***
million. * * * alleged that it had to lower its EMD price from $#** to S¥**
per pound for shipments in * * * and from $¥** to $*** per pound for * * * in
order to sell EMD to * % %, 2/ * * % alleged that it was necessary to lower
EMD prices from $*** to $*** per pound for shipments during * * *, and from

§x*kx to $*** for * * * shipments. * * * stated that * * *, 3/ In late 1985
* k ok, L4/ * Kk k. 5/ ' .

* * % stated that % * *, 6/ * % & 7/ % % &,
* * % gtated that * * * purchased * *# ¥ * * % explained that * * *
quality of * % %, * * % quality is lower than that of other suppliers. * * %

cannot * * *, % % % purchase prices for * * * were $*** for domestic EMD and
$*** for Japanese EMD; * * * stated that the * * *,

Exchange rates

. Quarterly data reported by the International Monetary Fund indicate that
during January 1985-March 1988 the nominal value of the Irish pound and the
Japanese yen appreciated 66.1 percent and 101.3 percent against the U.S.
dollar respectively. The value of the currency of Greece registered an
overall appreciation equivalent to 0.5 percent in that period (table 25). 8/
Adjusted for relative movements in producer price indices, the real value of
the Irish pound and the Japanese yen achieved overall respective appreciations
equivalent to 72.1 percent and 68.4 percent as of the first quarter of 1988
relative to January-March 1985 levels. The Greek drachma appreciated 36.8 -~
percent in real terms as of the fourth quarter of 1987 with respect to the
January-March 1985 level. 9/

1/
2/
3/
4/
3/
&/
7/ * * %,

8/ International Financial Statistics, June 1988.

9/ The most recent real exchange-rate data for the currency of Greece are for
January-March 1985 through October-December 1987.

¥ % ok X * %
* % % F X *
% N % % % %
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| Bxchangp rates: 1/ Nominal exchange-rate equivalents of selected anrercies in U.S. dollars, real éexcharge-rate
equivalents, ard prodrer price indicators in specified contries, 2/ irdexed by quarters, Jaruary 1985-March 1988

Gnaece. Irelad Japen
u.s. .
pro- Pro- Namiral Real Pro- Nominal  Real Pro-. Namimal = Real
doer drer exchage- exdarge- doer exharge- exchange- doer exchage-  exchange-

"8 dollars/dradhme- 15 dollars/oound-- ~1E dollars/en-

i 1985 : . ‘

Jan.-Mar... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Apr.-Jue.. 100.1 1.0 9.0 102.0 100.8 106.0 106.7 98.8 12.8 101.5

July-Sept.. 9.4 106.0 100.9 107.6 100.8 114.5 116.2 . 97.5 108.0 106.0

Oct.-Dec... 100.0 117.9 0.4 106.6 100.3 125.0 125.4 %7 144 117.8

1986: C
Jan.Mar... 8.5 1238 9B.0 116.9 100.8 135.1 138.2 92.8 137.2 129.2
A -Juae.. %.6 1244 954 122.8 100.7 141.5 147.5 89.4 151.5 140.1
July-Sept.. 9.2 1251 RB.9 128.6 100.3 142.3 1484 - 87.0 165.4 149.7
Oct.-Dec... 9%.5 1300 97.3 131.1 100.1 141.8 147.2 86.1 160.8 143.5

1987: ' .

Jan.-Mar..., 97.7 133.8 100.1 137.1 101.2 151.7 157.3 85.6 168.2 = 147.4
Ap.~Jue.. 9.2 137.7 100.2 139.0 12.7 14.8 160.2 8.9 180.6 1%4.5
July-Sept.. 100.3 1375 %.4 132.2 103.6 152.1 157.0 '86.0 175.4 150.2
Oct.-Dec... 100.8 136.8 100.8 136.8 104.3 163.4 169.0 89.2 189.7 167.9

1988: Jan.- , ‘ .
Mar........ 101.2 4/ 100.5 4/ 169 16.1 5/172.1 8.7 201.3  168.4

|
. 1/ Bxcharge rates expressed in U.S. dollars per wiit of foreign anrency.

- 2/ Producer price indicators--intended to measure final product prices--are based on average quarterly

indices presented in line 63 of the Intermational Finarcial Statistics. -

3/ The indexed real exchange rate represents the naminal excharge rate adjusted for relative movements

in Producer Price Indices in the United States and the respective foreign country. Producer prices in

the United States increased 1.2 percent between Jaruary 1985 ard March 1988 carpared with a 15.3-percent decrease
in Japan, a 4.9-percent increase in Ireland, and a 36.8-percent increase in Greece as of Octber-Decarber

. 1987, the last period for vhich its producer price irdex is reported.

| 4/ Not available.

5/ Data are derived firam Irish producer price indices reported for January-February anly.

Source: Intermational Moretary Red, Intermationsl Financial Statistics, Jure 1988.

Note. - January-March 1985<100.0.
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APPENDIX A

NOTICE OF THE COMMISSION’'S INSTITUTION OF
PRELIMINARY ANTIDUMPING INVESTIGATIONS
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Federal Register / Vol. 53, No. 110 / Wednesday. June

8, 1968 / Notices

INTERNATIONAL TRADE
COMidISSION

. [Investigatlons Nos. 731-TA-406-408
i (Prelliminary)]

Elecirclytic Manganese Dioxide from
1 Creece, irelard, and Japan

: AGERCY United States Internancnal

rade Commission.

ACTION. Institution of preliminary

antidumping investigations and
scheduling of a conference to be held in
connection with the investigations.

SUMMARY: The Commission hereby gives
notice of the institution of preliminary
antidumping investigations Nos. 731~

“TA-206—408 (Preliminary) under section
733(a) of the Tariff Act of 1350 (19 U.S.C.

i 1673b(a)}) to determine whether there is

a reasonable indication that an industry
in the United States is materially
injured, or is threatened with material
injury, or the establishment of an
industry in the United States is
materially retarded, by reason of
imports from Greece, Ireland, and Japan
of electrolytic maganese dioxide (EMD),
provided for in item 419.44 of the Tariff

Schedules of the United States,! that are

alleged to be sold in the United States at
less than fair value. As provided in

_ seciion 733{a), the Commission must

complete preliminary antldumpmg

- investigations in 45 days, or in this case

hy ]uly 15, 1538.
' EMD is also provided for in subheading

2£20.10.00 of the proposed Harmonized Turiff -
Schesule of the United States (USITC Pub. 2020). °

For further information concerning the
conduct of these investigations and rules
of general application. censult the
Commission's Rules of Practice and

-Procedure, Part 207, Subparts A and B

{19 CFR Part 207), and Part 201, Subparts
A through E (19 CFR Part 201).

EFFECTIVE DATE: May 31, 1688.

FOR FURTHER INFOAMATION CONTACT:
George L. Deyman (202-252-1193),
Office of Investigations, U.S.
International Trade Commissicn, 500 E
Street SW., Washingtcn, DC 20436.
Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting the
Commission's TDD terminal on 202-252-

13810. Persons with mobility impairments

who will need special assistance in

" gaining access to the Commission

should contact the Office of the
Secretary at 202-252-1000.

' SUPPLEMENTARY IHFCRMATION:

Beckground—These investigations are
being instituted in response to a petition
filed on May 31, 1988, by Chemetals..
Inc., Baltimore, MD, and Kerr-McGee
Chemical Corp., Oklahoma City, OK.

DParticipation in the investigations—
Perscns wishing to participate in these
investigations-as parties must file an

" entry of appearance with-the Secrntary

to the Commissicn, as provided in
§ 201.11 of the Commission’s rules (19
CFR 201.11), not later than seven (7)
days after publication of this notice in
the Federal Register. Any entry of
appearance filed after this date will be
referred to 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 § 201.11(d)
of the Commission's rules (19 CFR = -~
201.11(d)), the Secretary will prepare 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 CFR 201.16(c) and
207.3), each document filed by a party to
the investigations must be served on all
other parties to the investigations (as
identified by the service list), and a
certificate of service must accompany
the document.. The Secretary will not
accept a document for filing without a
certificate of service.

Conference—The Director of
Operations of the Commission has
schéduled a conference in connection
with these investigations for 9:30 a.m. on
June 20, 1988, at the U.S. International

Trade Commission Buiidirg, 500 E Street

SW., Washington, DC. Parties wishing to
participate in the conference should

contact George Devman (202-252-1103)
not later than June 16, 1988, to arrange
for their appearance. Parties in support
of the imposition of antidumping duties
in these investigations and parties in
opposition to the imposition of such
duties will ezch be collectively allocated
one hcur within which to make an oral
presentation at the conference.

Written submissions—Any person
may submit to the Commission on or
befcre June 22, 1938, a written statement’
of information pertinent to the subject of
the investigations, as provided in
§ 207.15 of the Commission's rules (19
CFR 207.15). A signed original and
fourteen (14) copies of each submission
must be filed with the Secretary ta the
Commission in accordance with § 201.8

" of the rules (19 CFR 201.8}. All written

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 Secretary of the
Conimissicn.

Any business information for which

" confidential treatment is desired must

be submitted separately. The envelope
and all pages of such submissions must

“be clearly labeled “Cornfidential

Business Information.” Confidential
"submissions and requests for
confidential treatment must ccnform
with the requirements of § 201.6 of the
Commission's rules (19 CFR 201.6).

Authority: These investigations are being
concucted under authority of the Tariff Act of
1930, title VII. This notice is published’
pursuant to § 207.12 of the Commission’s .
rules (19 CFR 207.12). .-

By order of the Commission.
Xenneth R. Mason,
Secratary.

Issued: June 2, 1988. .

(FR Doc. 86-12380 Filed 6-7-38; 8:45 am|
BILLING CODE 7020-02-M
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CALENDAR OF PUBLIC CONFERENCE

Investigations Nos. 731-TA-406-408 (Preliminary)

ELECTROLYTIC MANGANESE DIOXIDE FROM GREECE, IRELAND; AND JAPAN

Those listed below appeared at the United States Interhational Trade
Commission's conference held in connection with the subject investigations on
June 20, 1988, in the Hearing Room of the USITC Building, 500 E Street, SW.,
Washington, DC. ' :

In support of the imposition of antidumping duties

Drinker, Biddle & Reath-—Counsel
Washington, DC
on behalf of-—

Kerr-McGee Chemical Corp..

Mr. Richard Wohletz, Superintendent of Quality Contirol and
Shipping, Henderson Plant, Kerr-McGee Chemical Corp.

Mr. W. P. Woodward, Marketing Manager, Electrolytics
Products Division, Kerr-McGee Chemical Corp.

W.N. Harrell Smith, IV—OF COUNSEL
Squire, Sanders & Dempsey—~Counsel

Washington, DC
on behalf of—

Chemetals, Inc.
Mr. W. Dwight Glover, Product Manager, EMD, Chemetals, Inc.

Ritchie T. Thomas)

William D. Kramer) OF COUNSEL

'Or. James R. Burrows, Vice President, Charles River Associates, Inc.,
“Boston, MA '
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CALENDAR OF PUBLIC CONFERENCE-—Continued

In opposition to the imposition of antidumping duties

Marks Murase & White-—Counsel
Washington, DC
on behalf of-——

Mitsui Mining & Smelting Co., Ltd., Mitsui Denman (Ireland) Ltd.,
and Mitsui & Co. (USA), Inc.

Matthew J. Marks)

Ramon P. Marks ) F COUNSEL

Sidley & Austin—Counsel
Washington, DC
on behalf of—

Eveready Battery Co., Inc.

Mr. Cliff D. Aldridge, Director of Purchasing, Eveready
Battery Co., Inc. ’

Mr. John P. Grady, Manager of Quality, Worldwide, Alkaline
Battery Systems, Eveready Battery Co., Inc.

Nels J. Ackerson)
Richard B. Dangen)A_—OF COUNSEL

Weil, Gotshal & Manges—Counsel
Washington, DC
on behalf of—

Tosoh Corp., fosoh Hellas A.I.C., Mitsubishi Corp., and
Mitsubishi International Corp.

A. Paul Victor )

Jeffrey P. Bialoss)""OF COUNSEL

Mr. John G. Reilly, Vice President, Public Policy and Management Group,
Temple, Barker, & Sloane, Washington, DC
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APPENDIX C

NOTICE OF THE DEPARTMENT OF COMMERCE’S. INITIATION
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Federal Register / Vol. 53, No. 123 / Monday. June 27, 1988 / Notices

International Trade Administra:ion
[A-484-801] - -

Inttiation of Antldumplng Duty .
Investigation; Electrolytic Manganece
Dioxide From Greece -

* AGENCY: Import Admxmstralxon.

" International Trade Administration,
Department of Commerce.
AcTiox: Notice. -

SUMMARY: On the basis of a petition
filed in proper form with the U.S.
Department of Commerce, we are
initiating an antidumping duty
investigation to determine whether - "
imports of electrolytic mangancse
dioxide (heroinafter referred to as EMD)
from Greece are being, or are likely to
be, sold in the United States at less than
fair value. We are notifying the U.S,
International Trade Commission (ITC) -

.

of this action so that it may determine -’
whether imports of EMD materially
injure, or threaten materiel injury to, a
U.S.industry. If this investigation = "~

pteliminary determination on or before
July 15, 1988. If that determination is
affirmative, we will make a prelrnmary
determination on or before November 7,
1988. ) .

EFFECTIVE DATE: June 27, 1988

FOR FURTHER INFORIZATION CONTACT:
Rick Herring, Office of Investigations,
Import Administration, International
Trade Administration, U.S. Department-
of Commerce, 14th Street and

Constitution Avenue NW., Wash'méton. ’

DC 20230; telephone {202) 377-0187, - -

' SUPPLEMENTARY INFORMATION:

The Peutxon

- On May 31, 1988, we recewed a

petition filed in proper form by -
Chemetals Inc. and Kerr-McGee

.Chemical Corporation on behalf of the

domestic EMD industry. In compliance
with the filing requirements of 19 CFR -
353.36, petitioners allege that 1mports of

EMD from Greece are being, or are *

likely to be, sold in the United States at
less than fair value within the meaning

- of section 731 of the Tariff Act of 1930,

as amended (the A‘ct), and that these
imports materially injure, or threaten
material injury to, a U.S. industry.

The petitioners have alleged that they
have standing to file the petition. -
Specificelly, petitioners have alleged
that they are interested partiesas .~ .
defined under sectiori 771(9)(C) of the .
Act, and that.they have filed the petmon
on behalf of the U.S. industry
marufacturing the product that is -
subject to this investigation.

If any interested party as described
under paragraphs (C), (D). (E). or (F) of
section 771(9) of the Act wishes to
register support of or opposition to this
petition, please file written notification
with the Commerce official cited in the
“For Further Information Contact”

" section of this notice. .
United States Pnco and Forengu Market o

Value

Petitioners presume that the

- prevailing price for Greek EMD in the

U.S. market is the same as the price for
Japenese EMD in the United States.
Therefore, petitioners’ estimate of
Urited States price was based on pmces
for END produced in Japan and sold in
the Uniled States. Adjustments were
made for ocean freight, primage, marine
insurance, container handling cost, U.S:
brokerage and handling, customs duty,
and trading company mark-up.

‘Petitioners have celculated foreign
market value (FMV) by applying the

. special rule for certain multinational

" corporations contained in Section 773({d)
proceeds normally, the ITC will make its -

ol the Act. Since petitioners allege that
Greek home market sales are
inadequate for comparison purposes,
they have calculated foreign market
value based on the sales price of EMD
sold in Japan by the Greek producer's
related affiliate in Japan. However, a
comparison of the sales data provided in
the petition indicate that Greek home
market seles may be an adequate basis
for calculating foreign market value.
Petitioners have also calculated
foreign market value based on
petitioners’ estimate of the constructed

. value of Greek EMD as derived from the
. U.S.EMD industry cost experience
‘adjusted for known differences in

manufacturmg costs. Therefore, for :
purposes of this initiation, we have used
constructed value as foreign marlfet

.value. -

Based on a companson of Umted
States price and foreign market value,

- petitioners allege a dumping margin of
. approximately 48 percent.-

Petitioners have alleged that home
market sales were made below the cost
of production. Qur analysw of the cost”
information provided in the petition, -
which have been adjusted to reflect
known differences between the
petitioners’ and Greek manufacturer’ s
costs, indicates that there is a :
reasonable basis to believe or suspect
that home market prices are below the-.
cost of production.

Petitioners also allege that * crmca.l
circumstances” exist vithin the meaning
of section 733(e) of the Act, with respect

"to imports of EMD from Greece.

Initiation of Investigation

Under section 732(c) of the Act, we
must determine, within 20 days after a
petition is filed, whether it sets forth the
allegations necessary for the initiation
of an antidumping duty investigation,
and whether it contains information
reasonably available to the petmmer
supporting the allegations.

We examined the petition on EMD )
from Greece and found that it meets the
requirements of section 732(b) of the
Act. Therefore, in accordance with
section 732 of the Act. we are initiating
an antidumping duty investigation to
determine whether imports of EMD from
Greece are being, or are likely to be,
sold in the United States at less than fau
value. As part of this investigation, we
will determine whether the products
under investigation are being sold in the
home market at less than the cost of
production. We will also make a
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determination as to whether critical -
circumstances exist with respect to the
subject merchandise. If our investigation
proceeds normally, we will make our
prelxmmary determination by Nov ember
7.1988.

Scope of lnvestrgatlon

The United States has developed a.
system of tariff classification based on
the international harmonized system of -
Customs nomenclature. Congress is -~
considering legislation to convert the -
United States to this Harmonized -
System {HS). In view of this proposal.
we will be providing both the - - _ -
appropriate Tariff Schedules of the
. United Sigirs Annotated (TSUSA} item

‘numbers and the appropriate HS item
numbers with our product descriptions
on a test basis, pending Congressional
approval. As with the TSUSA, the HS
item numbers are provided for : :
convenience and Customs purposes. The
written description remains dispositive.

.We are requesting petitioners to.. -. ..

' include the appropriate HS item . - .
number(s) as well as the TSUSA item

number(s) in all.new petitions filed wrt}i :

the Department. A reference copy of the

. propesed HS schedule is available for | |
. consultation at the Central Records . .. .

" Unit, Room B~099, U.S. Department of .

Commerce, 14th Street and Consututrcn '

~ Avenue NW,, Washington, DC 20230.

' __,Additionally. all Customs offices have

. reference copies and petitioners may ' :
. coatact the Import Specialist at their
local Customs office to consult the
schedule. : S

The product covered by thls o
investigation is electrolytic manganese

- dlo\ude from Greece currently provided
for under TSUSA item number 419,4420°
and currently classifiable.under HS 1tem
number 2820.10.000. .. .-

EMD is manganese dioxide (‘vino,)

... that has been refined in an electrolysis
process. The subject merchandise is an .
intermediate product used in the .

.,produchon of dry cell batteries. EMD i is
"suld in three physical forms. powder,

" chip or plate form, and two grades, -

akaline and zinc chloride. EDM sold in

+ all three forms and both grades are.

. tentatively included w1thm the scope of :

the mveshgahon

Natification of ITC

Section 732(d) of the Act requxres us
to notify the ITC of this action and to

- provide it with the information we used

to arrive at this delermination. We will
notify the ITC and make available to lt
all noniprivileged and nonproprie! ary’,

“ information. We will allow the ITC
access to all privileged and business
propriztary information in our files,
provided it confirms in writing that it

will not disclose such information either
publicly or under administrative
protective order without the written
consent of the Assistant Secretary for
lmport Admlmstrahon

Prehmmary Detormmahon by ITC

. The ITC wxl‘ determme by ]uly 15
1988, whether there is a reasoanble

.- indication that imports of EMD from " .

Greece materially injure, or threaten
material m)ury' to, a U.S. industry. If its
determination is negative, the -
investigation will terminate otherwise, it
will proceed according to the statutory -
and regulatory procedures.’.

This notice is published pursuant to’
section 732(c){(2) of the Act.
June 20, 1988.
Jan W. Mares,
Assistant Secretary for lmport
Administration. ..
[FR Doc. 88—14445 Filed 6—24—83 8:45 am]
BILLING CODE 3510-0S-M

© [A-419-801]

Initiation of Antidumpling Duty

Jnvestugat:on, Electrolytic Manganese

Dtoxnde From Iretland .

- 'AGENCY: Import Administration,
- International Trade Administration,

Department of Commerce. - -
acTioN: Notice. . A

" summMARY: On the basis of a petition
" filed in proper form with the U.S.

Department of Commerce, we are . -

- initiafing an antndumpmg duty
* 'investigation to determine whether "
imports of electrolytic manganese ~ "~

dioxide (EMD) from Ireland are being, or

. are likely to be, sold in the United States
. atless than fair value. We are nohfymg i
* the U.S. International Trade :

Commission {ITC) of this action so that
it may determine whether imports of
EMD matenally injure, or threaten = -~

. material injury to, a U.S. industry. If this -

investigation proceeds normally, the ITC

will make its preliminary determination

on or before July 15, 1988. If that
determination is affirmative, we will

.make a prclmmary determination on or

before November 7, 19¢8.
EFFECTIVE DATE: June 27, 1808.

FOR FURTHER INFORMATICN CONTACT:
Rick Herring. Office of Investigations,
Import Administration. International
Trade Administration, U.S. Department
of Commerce, 14th Street.and

. Constitution Avenue, NW., Washmgton.

DC 20230; telephone (202) 377-0187.

SUPPLEMENTARY INFORMAT!ON
The Pehtron

On May 31, 1988, we recewed a’

- petition filed in proper form by ~
Chemetals Inc. and Kerr-McGee **
Chemical Corporation on behalf of the
domestic EMD industry. In comphance
with the filing requirements of 19 CFR
353.36, petitioners allege that imports of
EMD from Ireland are being, or are
likely to be, soid in the United States at’
less than fair value within the meaning
of section 731 of the Tariff Act of 1930,

" as amended (the Act), and that these
imports materially injure, or threaten
material injury to. a U.S. industry.

The petitioners have alleged that they
have standing to file the petition.
Specifically, petitioners have alleged
that they are interested parties as.
defined under section 771(9)(C) of the
Act and that they have filed the petition
on behalf of the U.S. industry .
manufacturing the product that is -
.subject to this investigation..

If any interested party as described -
- under paragraphs (C), (D), (E), or (F) of
section 771{9) of the Act wishes Yo
register support of or opposition to this’
petition, please file writien notification
with the Commerce cfficial cited in the

- *“For Further Informatlor} Contact

section of thxs notice.

United States Price and Forengn Market' '_
Value .. ,

Petitioners presume that the )
prevailing price for Irish EMD in-the U.S..
market is the same as the price for  ~
Japanese EMD in-the United States.
Therefore, petitioners' estimate of
United States price was based on prices '
for EMD produced in Japan and sold in
the United States. Adjustments were -
-made for container handling cost, ocean
freight, marine insurance, U.S. brokerage
and handling, customs duty. ‘and trading
company Mmark-up. o
" Petitioners have celculated foreign |
market value by applying the “special -

- rule for certain multinational
corporations” contained in section

773(d) of the Act. Since petitioners
" allege that Irish home market sales are .
mudequate for comparison purposes,
FMV was based on the sales price of
EMD sold in Japan by the Irish
producer’s related affiliate in Japan.
Adjustments were made for domestic
delivery and trading company mark-up.
. Based on a comparison of United
States prices and foreign market value,
petitioners allege & dumping margin of

" .approximately-120 percent.

Petitioners also allege that “critical
circumstances” exist within the meaning
of section 733(e) of the Act, with respect
“to imports of EMD from Ireland.
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Initiation of Investigation L

Under section 732(c} of the Act, we -
must determine, within 20 days after a
petition is filed, whether it sets forth the
allegations necessary for the initiation -
of an antidumping duty lnvesllgahon.
and whether it contains information -
reasonably available to the petitioner
supporting the allegations.

We examined the petition on EMD .
from Ireland and found that it meets the’
requirements of section 732(b) of the -
Act. Therefore, in accordance with

section 732 of the Act, we are initiating : -

. an antidumping duty investigation to
determine whether imports of EMD from
Ireland are being, or are likely to be,

" sold in the United States at.less than fair .

value. We will also make a
determination as to whether critical
' circumstances exist-with respect to the .

subject merchandise. f our mveshgatlon'.

" " proceeds normally, we will make our .

preliminary delermmatmn by November
7.1988.

| Scopeof Inveshgahon

- The Unites States has developed a
system of tariff classification based on .

the international harmonized system of -

Customs nomenclature. Congress is .
considering legislation to convert the
United States to this Harmonized -
System (HS). In view of this proposa!. ’
we will be providing both the- -~ =~ .
appropriate Tariff Schedules of the» - -
United States Annotated (TSUSA) item

numbers and the appropriate HS item - -
numbers with our product descriptions ™ -
on a test basis, pending Congressional- -

approval. As with the TSUSA, the HS
item numbers are provided for - °

written description remains- -dispositive.
We are requesting petitioners to
include the appropriate HS item

fumber(s) as well as the TSUSA item -
number(s) in all new petitions filed with .
the Department. A reference copy of the

proposed HS schedule is available for
consultation at the Central Records

Unit, Room B~099, U.S. Department of . :-

Commerce, 14th Street and Ccnshlutxon
Avenue NW., Washington, DC 20230.

Addx'xonally. all Customs offices have -

reference copies and petitioners may

_ contact the Ifmport Specialist at their

. locel Customs office to consult the-
schedule,

The product covered b'v this
investigation is electrolytic inangunese
dioxide from Ireland currently provided
for under TSUSA item number 419.4420
and currently classifiable under HS item
nemuoer 2820.10.0000.

EMD is manganese dioxide (\1:*0.)
that kas been refined in an electrolysis -

" process. The subject merchandise is an .

intermediate product used in the :
production of dry cell batteries. EMD is .
sold in three physical forms, powder, -
chip or plate form. and two grades,
akaline and zinc chloride. EMD sold in

_ all three forms and both grades are

tentatively included within the scope of
the investigation.

) Nouﬁmhon of ITC.-

Section 732(d) of the Act’ requxres us
to notify the ITC of this action and to

. provide it with the information we used

to arrive at this determination. We will
notify the ITC and make available to it
all nonprivileged and nonproprietary.

- information. We will allow the ITC -

access to all privileged and business
proprietary information in our files,
provided it confirms in writing that it

" -will not disclose such information either
" publicly or under administrative
~ protective order without the written -

consent of the Assistant Secretary for
Import Administration.

“ .Prelumnary Deter'nmatwn by ITC

The ITC will determine by ]uly 15,
19388, whether there is a reasonable -
indication that imports of EMD from
Ireland matenally injure, or threaten
material i injury to, a U.S. industry. If its
determination is negative, the .
investigation will terminate; otherwise,

. it will proceed according to the statutory.
~ and regulatory pmcedares -

This notice is published pursua'nt to

-section 732(c)(2) of the Act. -

Jan W. Mares, -

. Assistant Secrelary forlmpar! e

Administration. -

" . June 20,1888 -
convenience and Customs purposes. Thel :

[FR Doc. 88-14440 Filed 6—24-88 8:45 am]

" BILLING CODE 3510-DS5-M

[A-58&—806]

Initistion of Antidumping Duty.

_ Investigation; Electrolytic Manganese

Dioxide From. Japan

AGENCY: Import Administration,
International Trade Admmxstranon. v
Department of Comnierce.

ACTION: Notice.

- SUMMARY: On the basis.of'é petition

filed in proper form with the U.S. -
Department of Commerce, we are -
initiating an antidumping duty
investigation to determine whether -
imports of electrolytic manganese
cioxide (hereinafter referred to as EMD)
from Japan are being, or are likely to be,
sold in the United States at less than fair
value. We are notifying the U:S,
International Trade Commission {ITC})

. of this action so that it may determine -

whether imports of EMD matcrially
injure, or threaten material injury to, a

- U.S. industry. If this investigation

proceeds normally. the ITC will make its
preliminary determination on or before -
July 15, 1988. If that determination is
affirmative, we will make a preliminary
determination on or before November 7
1988.

EFFECTIVE DATE:,]une 27, 1988.

FOR FURTHER INFORMATION CONTACT:
Rick.Herring, Office of Investigations,

~ Import Administration. International

Trade Administration, U.S. Department
of Commerce, 14th Street and
Constitution Avenue NW., Washingtén,
DC 20230; telephone (202) 377-0187.

SUPPLEMENTARY INFORMATION: °
The. Petxhon
On May 31, 1988, we received a

" petition filed in proper form by~

Chemetals Inc. and Kerr-McGee
Chemical Corporation on behalf of the
domestic EMD industry. In comphance ’
with the filing requirements of 19 CFR
353.38, petitioners allege that imports of

- EMD from Japan are being, or are likely

to be, sold in the United States at less -
than fair value within the meaning of
section 731 of the Tariff Act of 1930, as

“amended (the Act), and that these

imports matenally injure, or threaten
material injury to, a U.S. industry. "

The petitioners have alleged that they
have standing to file the petition. -
Specifically, petitioners have alleged
that they are interested parties as '
defined under section'771(9)(C) of the

. Act, and that they have filed the petmon

or: behalf of the U.S. industry
manufacturing the product that i is”

- subject to thlS investigation.

If any interested party as descnbed

A under paragraphs (C), (D), (E). or (F) of

section 771(9) of the Act wishes to
register support of or opposition to this

. petition, please file written notification

with the Commerce official cited in the
“For Further Information Contact”
section of thxs notice. ’

United Sta!es PHC° and Foreign Market

Value

Pefmoners esuma(c of Umted Slates
price was based on prices for EMD |

- produced in Jepan and-sold in the: -

United States. less foreign inland freighi
ocean freight, marine insurance, U.S.
brokerage and handling. customs duty.
and tradmg company mark-ub.

Petitioners’ estimate of foreign merke
value was based on Japanese home
merket prices less domestic delivery
and trading company mark-up.

.Bascd on a comparison of United

. States prices and foreign market value,
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petitioners alleged a dumpmg margin of
approximately 126 percent..
Petitioners also ullege that “critical...

of seclion 733{e) of the Acl. with respect
to imports of EMD from Japan.

Initiation cf Investigation

Under section 752(c) of the Act, we
must determine, within 20 days after-g
petiton is filed, whether it sets forth the
allegatlons necessary for the initiation -
of an antidumping duty investigation,

and whether it contains information
reasonably available to the petmoner
supporting the allegations. -

We examined the petition on EMD -
from Japan &nd found that it meets the
requirements of section 732{b) of. the |
Act Therefore, in accordance with
section 732 of the Act, we are nmatmg
. an antidumping duty investigation to -~

. determine whether imports of EMD from -
Jepan are being, or are ikely to be, scld -

in the United States at less than fau' -
value. We will also make a n
determination as to whether crmcal
circumstances exist with respect to thc
subject merchandise. If our mveenguhon
proczeds normally. we will make our
preliminary determination hy November
7,1938. A

Swp~ of Inveshga:.(.n

.The Ur:ited States hds dn\ (-Inued o
system of tariff classification based on
the international harmonized system of

Cthoms nomenclature. Congress is
nsidering legisiation to convert the
U'u'c Stat?s to this Harmonized _sttem

{HIS). In.view of this proposal, we will -

be providing both the appropriate Tanff‘

Schedules of the United States
Arnotcted (TSUSA) item numbers and -
the sppropriate HS item numbers mth
our product descriptions on a test basi
pending Cengressional approval. AsA
will the TSUSA, the HS item numbers
are provided for convenience and
Cusicins purposes. The written -
description remais dispositive. -

. We are reguesting petitipners {0

"include the appropriate HS itern
‘numberls) as wel as the TSUSA item

humber(s) in all new petitions filed with’

the Depzriment. A reference copy of the.

proposed HS schedule is available for-: -

consuiigtion at the Centrel Records -~
Unit. Room B-038. U.S. Department of

Comincree, 14th Sireet and Constitstion” -

Avenue NW.,, Washington, DC 20230.
Additienaily, all Custems offices have -
reicence copies and petitioners may
centact the Import Specialist at their -
local Customs office to consult the

" schedule.

The product covered by lhxs

investigation is electrolytic manganese - .

diexide from Japan currently provided

for under TSUSA itern number 419.4420 -
and currently: classxfxable under HS item-

" number 2820.10.0000.
circumstances” exist within the meamng .

EMD is manganese ledec (MnOz)

- that has been refined in an electrclysis. -
process. The subject merchandise is an--

intermediate preduct vsed in the
praduction of dry cell batteries. EMD is
sold in three physical forms, powder,
chip or plante form, and two grades.

“akalifie and zinc chloride, EMD in all

three forms and both grades are
tentatively included in the scope of the
investigation,

.Notification of ITC

Section. ?JZ!dj of the Act reguires us
Sy s

to notify the I7C of this action and to

-provide it with the information we used

to arrive at this determination. We will

. notify the ITC and make available to it
&ll nonprivileged and nonproprietary - -

information. We will allow the ITC .

access to all privileged and business ..

proprietary information in our files, .
provided it confirms in wriing that it wxll
not disclose such inforrnation either
publicly or under administrative
protective order without the written

* consent of the Assistant Secretary for

lmport Annumstratlon. .

Preumma*; Detnnm"ahon by ITC

The ITC will determice by July 15,
1938, whether there is a reascnable
indication that imports of f EMD from
Jepan materiully injure, or.threaten ,
material injury to, a U.S ind.:sn-. Hits
determinetion is negative, the

investigation will terminate; otﬁcmxse.

it will proceed accorcding to the statutory
and regulitory pr':ced',res .

Tkis netice is published pursuant to’
section 722(c}{2) of the Act.

. “June 20,1988.
Jan W. Mares,

Assistant Secretary for Import
Administretion,

{¥& Doc. £8-14447 Filed 6-24-67: 8:35 am)]

. BILLING COUZ 2010-DS-M
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APPENDIX D

COMMENTS RECEIVED FROM PRODUCERS ON THE IMPACT OF IMPORTS FROM
GREECE, IRELAND, AND JAPAN ON THEIR GROWTH, INVESTMENT,
AND ABILITY TO RAISE CAPITAL
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