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REPORT TO THE PRESIDENT
ON INVESTIGATION NO. TA-201-54
POTASSIUM PERMANGANATE
UNITED STATES INTERNATIONAL TRADE COMMISSION
Apri 1 30, 1985
Determination
On the basis of
No.

TA~201-54,

~he

information developed in the course of investigation

the Commission has determined:!/ that potassium permanganate,

provided for in item 420.28 of the Tariff Schedules of the United States
(TSUS), is not being imported int-0 the United States in such increased
quantities as to be a substantial cause of serious injury, or the threat
thereof, to the domestic industry producing an article like or directly
competitive.with the imported article.
Background
On November 30, 1984, the United States International Trade Commission
instituted investigation No. TA-201-54, under section 20l(b)(l) of the Trade
Act of 1974 (19

u.s.c.

225l(b)(l)), in order to determine whether potassium

permanganate is being imported

in~~

the United States in such increased

quantities as to be a substantial cause of serious injury, or the threat
thereof, to the domestic industry producing an article like or directly
competitive with the imported article.

The investigation was instituted

following the receipt of a petition for import relief filed on behalf of Carus
Chemical Co., the sole domestic producer of potassium permanganate.
Notice of the institution of the Commission's investigation and of the public hearing to be held in connection therewith was given by posting copies
of the notice in the Office of the Secretary, U.S. International Trade
1/ Co1ilmissioner Eckes determined that potassium permanganate is being
imported into the United States in such increased quantities as to be a
substantial cause of serious injury to the domestic industry producing an
article like or directly competitive with the imported article~

2
Commission, Washington, DC, and by publishing the notice in the Federal
Register of December 19, 1984 (49 FR 49392).

The hearing

wa~

held in

Washington, DC on March 5, 1985, at which time all persons were afforded the
opportunity to appear in person, present evidence, and be heard. ];/

The

Commission's determination in this investigation was made in a public meeting
held on April 8, 1985.
The report is being furnished to the President in accordance with section
20l(d)(l) of the Trade Act.

The information in the report was obtained from

fieldwork and interviews by members of the Commission's staff, and from
information obtained from other Federal agencies, responses to Commission
questionnaires, information presented at the public hearing, briefs submitted
by interested parties, the Commission's files, and other sources.

l/ A transcript of the hearing and copies of briefs submitted by interested
parties in connection with the investigation were attached to the original
report se~t to the President. Copies are available for inspection at the u.s.
International Trade Commission, except for material submitted in confidence.
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VIEWS OF CHAIRWOMAN PAULA STERN AND COMMISSIONERS SEELEY G. LODWICK
AND DAVID B. ROHR l/
We determine.that potassium permanganate'/:_/ is not being imported into
the united States in such increased quantities as to be a substantial cause of
serious injury, or the threat thereof, to the domestic potassium permanganate
industry.

Having found that the requirements of section 201 of the Trade Act

of 1984 l/ are not satisfied, we do not recommend to the President that import
relief be provided.
Section 201 of the Trade Act requires

~hat

each of three conditions be

satisfied
before we make an.affirmative
determination-.
'·
(1)

imports are increasing, either in actual terms or
relative to domestic production;

(2)

the domestic industry is seriously injured or
threatened with serious injury; and

(3)

the increased imports are a substantial cause of the
serious injury or threat thereof to the domestic
industry. !I

,

.

In the present case; we find that imports are increasing and that the
domestic industry is suffering serious injury.

However, we find that the

1/ Vice Chairman Liebeler concurs in the result reached by Chairwoman Stern
and Commissioners Lodwick and Rohr. She joins in the section relating to the
definition of the domestic industry. Because the rationale for her_
determination differs from th•t of the rest of the majority, Vice Chairman
Liebeler has addressed the remaining issues in separate views which follow.
'/:_/ Potassium permanganate is provided for in item 420.28 of the Tariff
Schedules of the united States (TSUS). In two recent investigations, the
Commission dete~ined that less than fair value imports of potassium
permanganate from China (Inv. Bo. 731-TA-125 (Final)) and Spain (Inv. Ro.
731-TA-126 (Final)) had materially injured an industry in the United States.
The weighted average margins calculated by the Department of Commerce
(Commerce) were 5.49 percent -for imports from Spain and 39.63 percent for
imports from China. 48 Fed. Reg. 53,589 (1983); 48 Fed. Reg. 5,737 (1983).
Collection of antidumping duties w,ith -respect to the imports f·rom Spain was
suspended following an expedited administrative review by Commerce, pursuant
to section 736(c) of the Tariff Act of 1930.
ll 19 u.s.c.
2251.
!I Id.

s
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third condition, that the increase in imports and the industry's serious
injury causally be linked, is not satisfied.

Therefore, we have made a

negative determination.
Domestic Industry
In the present case, we must address two issues.

First, we must

determine what domestic articles are like or directly competitive with the
imported articles.

Second, we must determine what domestic facilities produce

the like or directly competitive article.
The domestic industry for purposes of an investigation under section 201
consists of the producers of articles which are ''like or directly competitive
with the imported article." 2/

Under the statute, like articles are those

which ar.e "substantially_ identical in inherent or intrinsic characteristics
(i.e., materials from which made, appearance, quality, texture, etc.)." §/
Directly competitive articles are those which "although not substantially
identical in their inherent or intrinsic characteristics, are substantially
equivalent for commercial purposes•. that is, are adapted to the same uses and
are essentially interchangeable therefor."

11 The terms "like" or "directly

competitive" are disjunctive in nature and serve to distinguish between like
articles and articles which, although they are not "like, .. are ''directly
competitive."§/
The imported article which is the subject of this investigation is
potassium permanganate, a dark-purple, inorganic compound which has the
~I

19 U.S.C. S 2251(b)(3).

ii s. Rep. No. 1298, 93rd Cong., 24 Sess. 122 (1974).
11 Id.
!I Id. at 121-22.
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chemical formula K Mn
gcades:

o4 .

Potassium permanganate is manufactured in three

technical, free-flowing, and pharmaceutical. !I

With the exception of pharmaceutical uses, which account for a
negligible portion of domestic consumption, the three grades are generally
substitutable in their,applications. 10/ Potassium permanganate is used
primarily for water and wastewater treatment, but is also employed in chemical
manufacture and processing, aquaculture,metal processing, and air and gas
purification.

Both the U.S. and Spanish producers are able to manufacture

potassium permanganate to comparable specifications. 11/
p~oducer,

we

The primary foreign

the Spanish firm Asturquimica, produces all three grades. 12/
note there are competing products or alternative processes for the

various specific end uses.
permanganate over

th~

However, no product competes with potassium

coiaplete range of applications. 13/ Therefore, we

conclude that the domestic article which is like or directly competitive with
~he

imported product is potassium permanganate.
There is only one domestic producer of potassium permanganate.

Carus

Chemical CompanJ.(Carus) has manufactured potassium permanganate since 1915
~d

has been the sole U.S. producer since shortly after the First World War.

Carus produces potassium permanganate in all three grades.

There have been no

!I All three grades of potassium permanganate are provided for in item
420.28 of the TSUS.
10/ Report of the Commission (Report) at A-3.
11/ 14.

!!I Imports from Czechoslovakia and the German Democratic Republic are
classified as technical grade. All potassium permanganate produced in China
is of one variety, which is considered to be comparable to the U.S. and
Spanish pharmaceutical grades, but is often referred to as technical grade.
last German, Czechoslovak, and Chinese manufacturers all produce a technical
grade that is substitutable in all applications, with the exception of
pharmaceutical uses for which only the Chinese products compete. Id.
13/ Id. at A-42.
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arguments made in support of co~idering the various grades of"potasSium
permanganate as separate industries.

Accordingly, ·we find that the dODiestic

industry consists of· the facilities of Carus producing potas~·ium petlnanganate.
Increased Imports
·.f : . .

The requirement that imports must be increasing is satisfied
__w~ere an
...
~.

~{ :~

.

•. •.L. • .

!

increase is "either actual or relative to domestic production." 14/ Whether
..

~

'·.

-

.

'

...... ...

..

imports of potassium permanganate are increasing may depend
.
. on what
.

·~

selected as the base year.

.'"

..

y~ar

.

.

is

..

' :

The statute is silent with respect to the period
..

:

:, ·

.: ·~

;

of time during which imports are to have increased; however, .. the

..
~

~ormal

··~

,;

I

practice of the Commission is to consider the most recent five years. 15/
·~...: -

.

.,

Imports of potassium permanganate are increasing in both actual and
relative terms.

The quantity of imports .increased from 1.2 million pounds in
'~ ;."

·:. . .

.;•

~:· .'~.

~

,.. ; "

I

1980 to 1.4 million pounds in 1981, and, again to 1.7 million pounds in
-

1982. 16/

•

,;

....

:

!

;

..

From 1982 to 1983, imports rose to 2.9 million pounds, followed by
••

a decline to 2. 6 million pounds in 1984,. 17 /

':..:: .

. f

~..:-::

•

The unit value of ,, ..
U.S.
_imports
•
.

has fluctuated over the 1980 to 1984 period, increasing slightly from 1980 to
.. :

'

- }' :: -. <.;

~.. ...

.'

' ;,. ,. .. .

1981, decreasing between 1981 and 1983, then rising from 1983 to 1984. 18/
•

11'·, '

• ,

•

1; •

.,

I

The value of imports in 1984 is greater than the value of imports in each of
·,

. :.

--~

.

.. -

;

. .

.~- ...:.. .

~

the preceding four years. 19/
'"

...

. Imports of .potassium permanganate also increased reiatfye'to dome:stic

..

production.

The ratio of imports to domestic production increased
..• ·.

14/ 19 u.s.c. 2251Cb>C2>C.c).·
. ·.
15/ fil, ~. Stainless Steel Table Flatware,- · Inv. Ho.
1536 (1984), Views of the Commission at 9.
!§/ R~ort at A-11.
' .,
17/ Id.
18/ Id.
19/ Id. at A-12, ·Table 3.

fr~

1980

r.·;· ..

,.
TA-201'-4'9'~

··
·u:sITC Pub.

,,.

'I
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to 1982.

In 1983, the ratio of imports to production again increased, but

declined in

19~4.

20/

U.S. production declined between 1980 and 1982, rose in

1983, and remained essentially stable between 1983 and 1984. 21/

Despite

increased domestic production from 1982 to 1983, imports relative to domestic
production

rose~

22/

In summary, we conclude that the facts of this case

satisfy the first statutory requirement:

imports are increasing.

Serious Iajurr
The statute does not define the term "serious injury," but instead sets
forth certain economic factors which the Commission is to take
making its determination with respect to serious injury.

in~o

account in

section 201(b)(2)

provides that-['?]he Commission shall take into account all economic
factors which it considers relevant, including (but not
limited to) ••• with respect to serious injury, the
significant idling of productive facilities in the
industry, the inability of a significant number of firms to
operate at a re~sonable level of profit, and significan~
unemployment or underemplo~t within the
·
·
industry. • • • ll/
.
·
The '.rrade and Tariff Act of 1984 amended section 201(b)(2) in several
respects.

These amendments,

among

other things, state that the presence or

absence of any other economic factors is not dispositive, and they define the
term "significant idling of productive facilities."
The first amendment to the existing law is new section 201(b)(2)(D),
which provides that:
['?]he presence or absence of any factor which the
Commission is required to evaluate in subparagraphs
20/
21/
22/
23/

Id. at A-13.
Id.
Id. .
19 U.S.C. S 2251(b)(2)(A).

(A)

and

8
~B) shall not necessarily be dispositive of whether an
article is being imported into the United States in such
increased quantities as to be a .substantial cause of
serious injury or threat of serious injury to the domestic
industry.

The second amendment to section 20l(b) consists of a paragraph defining
the term .. significant idling of productive facilities ...

This term is defined

to include .. the closing of plants or the underutilization of production
capacity ... 24/

The legislative history to this amendment indicates that it is

.. intended to clarify congressional intent by elaborating on the language of
section 201 ... 25/
Trends for production, capacity, shipments, employment, and financial
data were all affected by the loss of Carus' primary customer of potassium
permanganate in 1981.

The domestic industry's production for Chemagro alone

declined between ·1980 and 1981, and ceased altogether in the last half of
1981. 26/

Consequently, overall domestic production of potassium permanganate

4ecreased substantially from 1980 to 1982.

Between .1982 and 1983, production

increased slightly and remained es~entially stable in 1984.

Production for

customers other. than Chemagro rose from 1980 to 1981, but fell in the period
·-~

·...

1981 to
1982.
27/
'•
..
-PFior to,1980, the domestic industry increased its capacity to.produce
potassium permanganate by 50 percent to accommodate.demand by Chemagro.
However, capacity remained constant throughout the 1980-84 period. 28/
Capacity utilization declined from 1980 to 1982, increased to a certain degree
24/ 19 u.s.c. § 225l(b)(7).
251 S. Rep. No. 1156, 98th Cong., 2d Sess. 141-42 (1984).
26/ Report at A-14.
27/ Id. at A-15.
28/ Id.
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in 1983,but declined again slightly in 1984. 29/

The level of capaeity

utilization in 1984 was less than half the 1980 level.

In addition to the

decline in capacity utilization during the period under investigation, the
domestic industry also experienced plant shutdowns between 1982 and 1984. 30/
Domestic shipments of potassium permanganate, excluding those to
Chemagro, fluctuated only slightly between 1980 and 1982, and then increased
to above the 1980 level in 1983 and 1984.
Year-end inventories of potassium permanganate fluctuated over the period
of investigation.
in 1982.

Inventories rose sharply between 1980 and 1981, but dropped

In 1983, inventories again increased, but declined in 1984.

The

1984 level of inventories is well below that in 1980.
Employment of production and production-related workers declined from
1980 to 1982.

Similarly, the number of hours worked declined steadily during

the same period. 31/

Both employment and hours worked rose in the period

January-May 1984 as compared with the same period in 1983.

~/

The domestic potassium permanganate industry ex.perienced declining net
profits between 1980 and 1981. 33/

After the loss of Chemagro, in 1982, the

domestic industry incurred net losses. 34/

These losses decreased in 1983 and

1984, but the industry still experienced a net loss at the end of the
reporting period. 35/
While the overall condition of the domestic industry appears to be
somewhat improved, capacity utilization and employment are still below 1980
29/ Id.
30/ Id.
31/ Id. at A-20.
32/ Id. The Commission used January-May comparisons because production
workers were on strike during June-December 1984.
!31 Id. at A-22.
34/ Id.
35/ Id.
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levels, and the industry continues to operate at a loss.

Therefore, we

determine that the domestic industry is seriously injured.
Substantial Cause
Having found that imports have increased and that the domestic industry
is suffering serious injury, we must determine whether increased imports are a
substantial cause of such injury.

For the reasons set forth below, we have

concluded that they are not.
In order for the Commission to make an affirmative determination, it must
also find that increased imports are a "substantial cause" of serious injury
or the threat of serious injury.

substantial cause is defined as "a cause

which is important and not less than any other cause." 36/

The statute also

provides that the Conunission, in considering the cause question, is to take
into account all economic factors which it considers relevant, including but
not limited to-an increase in imports (either· actual.or relative to
domestic production) and a decline in the proportion of the
domestic market supplied by domestic pr~ducers. 37/
In determining whether increased imports are a substantial cause of
injury, we believe that section 201 provides that we are to isolate, to the
extent practicable, each of the economic factors relevant to the question of
serious injury and to compare each of them with the factor of increased
imports.

We are not to aggregate other economic factors which may be present

s

36/ 19 u.s.c.
225l(b)(4).
37/ 19 U.S.C. § 225l(b)(2)(C).
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and then compare the total with the factor of increased imports.

~/

However,

this does not mean that a given causal factor will not have multiple effects.
It often will.

Therefore, 'We must be careful to distinguish between factol."s

which are causes of serious injury and the effects of these factors.
As we have noted earlier in these views, imports of potassium

permanganate have increased in both actual terms and relative to domestic
production.

In addition, imports have increased their share of the domestic

market, with the ratio of imported potassium permanganate to domestic
consumption showing an upward trend during the five-year period of
investigation.

The rate of imports to U.S. consumption increased steadily

between 1980 and 1983, but declined in 1984. 39/
We find at least one cause of injury, the loss of the domestic industry's
major customer, Chemagro, to be a more import.ant cause of injury than
increased imports. ~/

The loss of Chemagro in 1981 resulted in a significant

~I The Senate Report discusses the substantial cause standard and the
Commission's analysis as follows-·
The Committee recognizes that 'weighing' causes in a
dynamic economy is not always possible.· · It is not intended
that a mathematical test be applied by the Commission. The
Commissioners will have to assure themselves that imports
represent a substantial cause or threat. of injury, and not
just one of a multitude of equal causes or threats of
injury. It is not intended that the escape clause criteria
go from one extreme of excessive rigidity to complete
laxity. An industry must be seriously injured or
threatened by an absolute increase in imports, and the
imports must be deemed to be a substantial cause of the
injury before an affirmative determination should be made.
s. Rep. Ho. 1298, 93rd Cong.,.2d Sess. 120-21 (1974).
39/ Report at. A-36-37.
40/ Chairwoman Stern notes further.that declines in the aggregate value of
export shipments may have been at least as important a cause of injury to the
domestic producer as increases in the value of imports, cumulatively
throughout the period as well as each year bet.ween 1980 and 1983. It is
difficult to directly compare the net contribution to prof it (or loss) of the
considerable drop ·in exports in 1983 and 1984 and the simultaneous increases
(Footnote continued)

12
loss ofr· demand for domestically produced potassium permanganate. 41/ ·Total
d0mestic shipments by the U.S. industry declined precipitously between 1980
and 1982.

Simultaneously, approximately 50 percent of the domestic industry's

capacity devoted to production for Chemagro was idled, and employment of
production workers fell, together with the number of hours worked by the
remaining employees.
Tb:~

lo.s.s of Chemagro' s business also caused the industry to suffer a

severe fi.nanci,al squeeze.

Uot only did sales volume decline, but unit costs,

both variable and fixed, escalated sharply from 1980 to 1982. 42/

Although

variable .and fixed unit costs fluctuated between 1982 and 1984, they remained
high throughout the latter period and well above the 1980 level.

A breakeven

analysi~ substa~tiates the conclusion that Carus was not able to quickly shed

its costs in proportion to the loss of Chemagro's sales.
requir~d

Rather, Carus

several years to reduce its cost structure in proportion to its

reduced sales. 43/
Carus argued that a primary indicator of its serious injury due to
increased i1'1Ports was its inability to obtain further financial resources and
greater difficulty servicing its debts. 44/

However, a ratio analysis of

Carus' financial condition since 1980, particularly concerning the company's
(Footnote continued)
,
in imports because of unusual variations in the unit value of exports.
However, an analysis of the changes in value (quantity multiplied by unit
value) of exports and imports does indicate that the decline in the value of
exports during most years and in the aggregate throughout 1980-84 surpassed
increases in the value of imports. Compare Id. at Table 6 with Id. at Table 3.
41/ Id. at A-41.
42/ Id. at A-33, Table 20.
43/ Id. .
. .
44/ Petitioners argued that "our borrowing capacity is near its limits .. and
that "lenders are not giving us any more money ... Transcript of hearing (Tr.)
at 120 and 117. Also, petitioners stated that they were ..paying very high
interest rates in order to just get borrowing capacity to fund the losses we
have. There is no more." Id. at 117.

13
debt to equity and cash flow position, reveal that the bulk of Carus'
financial problems stem from the earlier .period of investigation, when the
loss of Chemagro, and not increased imports, was Carus• primary concern.

~/

A further result of the decline in demand associated.with the termination
of tJie Chemagro contract and the

concomi~t

imbalance between production and

sales volume was a considerable increase in inventories in 1981.

~/

These·

inventories and their release on the market in 1982 clearly had a dampening
effect on prices.

-

Prices weakened in the second half of 1981, remained at .

depressed levels
during 1982,
and began to improve only by mid-1983·.
.·
.
.

Thus,··

•lthough Carus argued that a major source.of serious injury was .its inability
to raise prices throughout the period of investigation, this price suppr.essian
occurred in the earlier period, and was due primarily to the decline in
4omestic demand.

llOreover, Carus did increase prices in mid-1983 and

late..,.19M, wheD imports were at their highest levels.

'?he domestic industry's

gross •rgin, which measures the relationship between the price and the cost
of goods sold,' improved in both 1983 and 1984.

The 1984 gross· margin was the

for the 1980-84 period.

~ighest

In comparison to the loss of Chemagro, the effect of imports on the
~omestic

to

1.7~

industry was modest.

Imports grew from 1.20 million pounds in 1980

million pounds in 1982, but these volumes are small relative to the

decline in domestic shipments. 47/

In fact, the increase in imports in 1982

is far less than even the rate of destocking in that year, and the total

volume of imports in 1982 is only of a comparable magnitude to tbe,stock
45/ §!!t Report at Table 15 and A-29.
Id. at A-18, Table 8.
47/ ~· at A-16.

~I
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withdrawals.
exceeded ·the

-~

.

Further, the decline in exports during 1980 and 1982 also
incr~ase

in imports. 48/

During.1983 and i984 import volumes were somewhat higher,·2.86 million·
pounds and 2.62 million

po~nds

respectively, 49/ but these occurred in the

context of recovering domestic shipnients and generally improved perf ormarice of
the domestic industry. ·SO/

The increase in imports from 1982 to i'984 ·is ··only

a s~ll fraction of the increase in domestic shipments during that'period.
l>olMastic production has trended· upward since 1982, utilization of the cap~city

., ·1···

that was not shut dow with the loss of Chemagro is currently fairly' high, and
.inventories. at year-end 1984 are down considerably from year-~d 1982
levels. 51/
Threat of Serious Injury
Section 20l(b)(2)(B) states that the C011Dl\ission is to take into...
. '{'

. ·:·

all relevant economic factors, including but not limited

to~. ;

(B) with respect to threat: of serious injury, a decline
. in sales' .a higher 'and growing inventory' and a doWriwarC1
trend in production, profits, wages, or. ~loym~t (or
increasing underemployment) in the d0mestic industry
concerned.
The Senate Finance Committee Report makes the
~

:.

~cc~nt .

~o~lowing

:

c.

.

;,

.

cqmme,nt on .the

.

analysis the Commission is to undertake:
With respect to threat of serious injury, the
Commission should consider a decline in sales, a higher·and
growing inventory, and downward trend in production,
profits, wages, or employment (or increasing··
underemployment) in the affected domestic industry. The
existence of any of these fac·tors such as the ·growth 'in
inventory would not in itself be relevant to the threat of
injury from imports if it resulted from conditions
48/ Id. at A-18.
!,!/ Id. at A-14.

SOI Id. at A-17.
S~/ Id. at A-lS and A-18.

:

'·
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unrelated to imports. Such conditions could arise from a
variety of other causes, such as changes in technology or
in consumer tastes, domestic competition from substitute
products, plant obsolescence, or poor management. _It is
the intention of. the Committee that the threat of serious·
injury exists when serious injury, although not yet
existing, is clearly imminent if imports trends continued
unabated. 52/
·
Among the factors, other than those noted by Congress, that the
Commission has taken into account in prior cases in assessing a threat of
serious injury are excess capacity in the exporting countries, 53/. the fact
there is no domestic market for the product in the exporting country, 54/ a
Sudden increase in imports or a strong upward trend ~n imports, ~/ high
inventories maintained by importers, 56/ and a downward trend in prices of
imports. 571

It has been pointed out that although the threat of injury

analysis requires an estimate of future events, "the fundamental statutory
tests of injury and causation are no less rigorous." 58/
As we have noted, despite the increase in imports, the performance of the
domestic industry has been improving since 1983 and 1984 as indicated by
rising production, sales, and prices.
52/ s. Rep. No. 1298, 93rd Cong., 2d Sess. 121 (1974). We note that the
admonition in the legislative history against regarding the presence or
absence of any one factor as dispositive on the question of threat of
substantial injury is now embodied in the statute. 19 u.s.c. S 2251(b)(2)(D).
531 See, !L.&..:..· Stainless Steel and Alloy Tool Steel, Inv. Ho. TA-201-51,
USITC Pub. 756 (1976), Opinion of Commissioners Moore and Bedell at il.
54/ See Heavyweight Motorcycles and Engines and Power Train SUbassemblies
Therefor, supra, Views of Chairman Eckes at 14. Motorcycles of more than
-750ce could not legally be sold in Japan.
55/ Mushrooms, TA-210-17, USITC Pub. 708 (1977) at 13-14.
56/ Heavyweight Motorcycles and Engines and Power Train SUbassemblies
Therefor, supra, Views of Chairman Eckes at 13. ("[P]rimary factor underlying
threat of injury to this industry consists of importers' and dealers'
inventories.") Commissioner Stern, however, considered the large inventories
to be the result of an over optimistic demand forecast, and predicted that
liquidation of inventories would result in a reduction in imports. Id. at 73.
571 Honey, Inv. No. TA-201-14, USITC Pub. 781 (1976) at 11.
~~I Heavyweight Motorcycles and Engines and Power Train SUbassemblies
Therefor, supra, Views of Commissioner Stern at 70.
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Capacity figures for the foreign exporters reveal that, where data is
available, very little excess capacity exists. 59/

Asturquimica, the Spanish

exporter, has been producing at near capacity in 1984. 60/

Capacity in China

declined from 1980 to 1982 with the closure of two plants, which are not
scheduled to reopen.

According to the best available information, the

East German producers operated at capacity in 1984, as did producers in
Czechoslovakia and the U.S.S.R. 61/

Excess capacity may exist in India and

.Japan. 62/
'Importers' inventories of potassium permanganate trended downward between
1980 and 1984.
1984. 63/

Imports increased steadily from 1980 to 1983, but declined in

The imports' share of U.S. consumption, excluding Chemagro,

increased from 1980 to 1982.

In 1983, domestic shipments of imports held an

increased share of the U.S. market as compared with 1982, but the imports'
market share declined in 1984. 64/
Conclusion
In view of the foregoing, we have concluded that potassium permanganate
is not being imported into the United States in such increased quantities as
to be a substantial cause of serious injury, or the threat thereof, to the
domestic industry producing articles like or directly competitive with the
imported articles.
59/ Report
601 Id. at
61/ Id. at
62/ Id.
63/ Id. at
64/ Id. at

at A-34-35, Table 21.
A-34, Table 21.
A-35.
A-12, Table 3.
A-36.
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ADDITIONAL VIEWS OF VICE CHAIRMAN LIEBELER
A.

INTRODUCTION

I have joined with the majority in defining the domestic
industry and the like product covered by this investigation.
The like product is potassium permanganate.

The domestic

industry is comprised of the sole domestic producer of
potassium permanganate, Carus.

I concur with the Commission

majority in determining that the increased importation of
potassium permanganate is not a substantial cause of serious
injury or threat thereof to the domestic industry.

Because my

analysis of increased imports, injury and causation diffexs
from that of the majority, I offer these additional views.
Competition among producers of goods and services is
generally regarded as beneficial to society. 1

Our economic

system is premised on the notion that competition, both
domestic and foreign, will increase efficiency and enhance
consumer welfare.

This country and other nations have

experimented with import barriers and retaliatory tariffs.
There is general agreement among policymakers and commentators
that those measures have been counterproductive.

As a result,

the United States signed the General Agreements on Tariffs and
Trade (GATT), the purpose of which is to move the world toward
a state of free trade.
our import relief laws attempt to incorporate the spirit of
the GATT.

Congress fashioned a series of statutes to protect

lThe classic defense of free trade was written by
Adam Smith over 200 years ago. The Wealth of Nations
(Mod. Libr. ed. 1937).
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domestic industries from

11

unfair 11 trade practices where there

has been a "wrongful or unfair" practice by foreign
competitors. importe·rs or foreign countries. 2 Co~gress also
provided for import relief from goods which are fairly traded
when the domestic industry is harmed by the imports: the relief
is available even though there has been no wrongful act or
unfair practice. 3

A compa·rison of the requirements

concerning rising imports. causation. and injury in these laws
makes it clear that the

re~uirements'for

relief are far more

stringent under those statutes dealing 'with fairly traded
goods.

4

2The following statutes require the finding of an
unfair trade practice as a condition for import
relief: sections ~03 and 705 of the Tariff Act of
1930. 19 u.s.c. §§ 1303 and 167ld (1982) (subsidy):
section 735 of the Tariff Act of 1930. 19 u.s.c.
§ 1673d (1982) (dumping); section 337 of the Tariff
Act of 1930. 19 u.s.c. 1337 (1982) (unf~ir
competition other than dumping or subsidies).
3These statutes include section 201 of the Trade
Act of 1974. 19 u.s.c. § 2251 (1982) (escape clause)
and section 406 of the Trade Act of 1974. 19 U.S.C. §
2436 (1982) (market disruption).
4The 11 fair 11 trade statutes require rising imports.
Section 406 requires rapidly increasing imports.
either absolutely or relatively. Section 201
requires that articles be imported in increased
quantities. There is no similar requirement that
imports be increasing under .the unfair trade laws.
Also. a higher injury standard is found in the fair
trade statutes. Section 201 requires serious injury
or threat of serious injury to a domestic industry.
For Title VII subsidy and dumping cases. the injury
need only be material. For unfair import practice
cases under Section 337. the injury standard is the
effect or tendency to destroy or substantially injure
a domestic industry. the prevention of the
establishment of such an industry. or the restraint
(Footnote continued to page 19)
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This investigation is under a fair trade statute. Section
201.

Under this statute. petitioners need not alleqe any

wronqdoing on the part of any importers. foreiqn produce.cs. or
foreiqn .qovernmer:its.

Rathe-1:. they merely must alleqe that

increased imports are a substantial cause of serious injury. or
threat thereof. to
B.

th~

domestic industry.

INCREASED IMPORTS

The first hurdle that a petitioner must leap in.order to
obtain relief is the requirement of increased imports.
concur with the majority's finding of inc~eased imports.

I
I do

so because potassium permanganate is beinq imported in
increased quantities.

I do not agree with their construction

of the statute that the increased imports requirement is
satisfied if imports are increasing ·only relative to domestic
•
5
pro d uct10-n.
·.

(Footnote continued from paqe 18)
or monopolization of trade and commerce in the United ·
States. Section 406. which does not require unfair
trade. only requires a finding of material injury or
threat thereof. This lower standard is attributable
to the fact that these imports are from Communist
countries.
5aeference to relative increases in imports in
Section 201 concern the causation strand of the test
for relief. Before this issue can be reached. it
must first be determined that imports are increasing
absolutely. In contrast. the statute qoverning
market disruption a-llegations explicitly states that
the increase in imports can be.either absolute or
relative. Section 406 of the Trade Act of 1974. 19
U.S.C. § 2436 {1982). Fo.c a full discussion of this
issue. see Views of Vice Chairman Liebeler in Carbon
and Certain Alloy Steel Products: Report to the
President on Invest1qat1onNo. TA-201-51. USITC
Publication 1553 (July 1984) {"Carbon and Certain
{Footnote continued to paqe 20)
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G-

INJURY

The focus of my inquiry with respect to serious injury is
whether the domestic potassium permanganate industry is in
danger of disappearing or suffering a major contraction. 6
The confidential record in this case indicates that the
sole domestic producer of potassium permanganate is not
financially healthy.

The majority's opinion describes Carus•

recent p~oduction and financial statistics. 7

Although these

data provide a good indication that Carus• financial position
is precarious, the question remains whether the viability of
the industry is at stake.

It is my view that Congress was not

concerned with the fate of individual firms and workers, but
rather the long-run existence of the industry.

Although some

suppliers of labor and capital may be displaced by imports, if
it is clear that the industry can survive, then there is no
.

.

.

serious inJury.

8

Operationalizing this notion of serious injury is not
easy.

Section 20l{b){2){A) lists a number of factors which are

{Footnote continued from page 19)
Alloy Steel Products") at 132-34 and Views of Vice
Chairman Susan Liebeler in Unwrouqht Copper: Report
to the President on Investigation No. TA-201-52,
USITC Publication 1549 {July 1984) {"Unwrouqht
Copper") at 54-55.
6see Carbon and Certain Alloy Steel Products,
supra note 5, at 132, 134-37; Unwrouqht Copper,
supra note 5, at 54, 56-59.
7see Majority Views, at 7-10.
8see Carbon and certain Alloy Steel Products, supra
note 5, at 137; Unwrouqht Copper, supra note 5, at
56-58.
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indicative of the long-run prospects of an industry.
include:

These'

"significant idling of productive facilities in the

industry. the inability of a significant number of firms to
operate at a reasonable level of prof it. and significant

f~nemployment

or underemployment within the industry . . . . 11

Factors which the Commission considers as evidence of threat of
serious injury are listed in section 20l(b)(2){B) and include
"a decline in sales. a hiqher and growing inventory. a downward
trend in production. profits, waqes. or employment (or
inc.reasing underempJ.,oyment) in the domestic industry

II

All of the factors enumerated in the statute concern the
viability of an industry.
Analysis of this particular industry is complicated by the
fact that there is only one firm. ergo. a monopolist. making
it hard to separate the prospects of the firm from the

prospects of the industry.

Carus• production and shipments

have declined precipitously during the period under
investigation.

Exports have also declined substantially.

Carus testified that

it~

debt-equity ratio has

where it is no longer able to borrow.

reach~d

a point

It would be easy to fall

into the trap that as Carus goes. so goes the industry.

Though

Carus may be forced to abandon the industry because of the
large loss associated with losing its major customer. an
.examination of Carus• performance. excluding Chemagro.
indicates that the long term prospects for the industry are not

22

as bleak as are the prospects for Carus. 9

For example. total

shipments. excluding Chemagro. remained steady during the
period of investigation even though exports decreased
substantially.

Domestic shipments. excluding Chemagro.

increased substantially. more than making up for the decrease
in exports.

Moreover. most of the domestic increase in

shipments occurred during 1983 and 1984. a period in which
Carus was able to raise its prices significantly.
Thus. a company unburdened by the financial distress caused
by the loss of a major customer could prove to be a viable
.
entrant into
t h is ind ustry. lO
0

•

.
.
Th e question
is
a close one

9The separation of the situa~ion of Carus from that
of the industry is clearly illustrated if one assumes
that Carus will go .bankrupt without import relief. ·
Because Carus• assets may still have a positive net
present value in the same use. either Carus will
reorganize or another firm may buy its assets. The
industry would then continue in operation.
lOAnother way to view this problem would be to view
production of potassium permanganate for Chemagro as
one industry and production for all other customers
as a different industry. One justification for such
an approach is that Chemaqro•s use for the chemical
(for production of herbicide) was different from the
use that others made of the chemical (generally for
water purification). Under such an approach. it is
clear that the Chemagro industry was seriously
injured. in fact destroyed. The case for serious
injury to .the other "industry". as noted above. -is
not as clear.
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in this case.

The financial data do not permit an unambiguous

conclusion on the question of viability, and therefore

i~jury.

Because I have ·determined that imports are not a substantial
cause of whatever injury the domestic industry is suffering. I
will not belabor this discussion and assume arquendo that the
domestic industry is suffering serious injury.

D. SUBSTANTIAL CAUSE
Section 201

~eguires

that the Commission find that

increased imports are a substantial cause of serious injury. or
a threat thereof. to the domestic industry before granting
relief.

Substantial cause is defined as

11

a cause which is

important and not less than any other cause."

11

In an effort

to achieve some methodolog.ical consistency and rigor. I have
attempted to compare increased imports with concepts of the
12
.
same 1 eve 1 o f genera 1 1ty.

An

. t he
a d verse c h ange in

fortunes o~ ~ domestic firm or industr.y must entail a decrease
either in the 9uantity of the product which they sell. its
price, or both.

At this level of generality. there ace only

three possible causes which could be responsible for such

1119

u.s.c.

§ 225l{b){4) {1982).

12see Views of Vice Chairman Liebeler in Carbon and
Certain Alloy Steel Products. supra note s. at
137-42. and in Unwrouqht.Copper, supra notes. at
60-65.

.
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changes.

They are (1) a decline in demand. represented by an

inward and leftward shift of the demand curve;

(2)

a decline in

domestic supply. represented by an inward and leftward shift of
the domestic supply curve; and

(3)

an increase in foreign

supply. represented by an outward and rightward shift of the
foreign supply curve.
The loss of Chemagro as a customer is reflected in (1)
above. an inward and leftward shift of the domestic demand
curve.

A small part of this decrease in demand was apparently

offset by an increase in demand for new potassium permanganate
products. 13
According to the testimony of carus. a shift outward and to
the right of the domestic supply curve occurred during the
period under investigation as a result of cost saving
measures. 14
Finally. imports increased between 1980 and.1984.

An

increase in imports can result from a shift in either the
domestic supply and demand curves. or shifts in both curves.
Thus. if demand in the U.S. increases (e.g .• new uses) or

13aeport at A-48.
14aeport at A-31.
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domestic supply at a given price decreases (e.g., wage rates
up}, imports may increase.

This type of import increase is not

actionable under section 201 because the increase is the result
of problems in the domestic market, not the cause of them.·
However, because domestic demand declined and domestic supply
costs decreased, the increase in imports in this investigation
was not caused by changes in the domestic market.
Rather, the increased· imports seem to have been primarily
the result of a shift outward and to the right of the foreign

.

supply curve, the type of shift for which relief can be granted
under section 201. 15

The next question is whether this shift

in the import supply curve was at least as great as the
downward shift in domestic demand.

Even the most casual

comparison of the decrease in domestic demand with the increase
in imports demonstrates that the imports were not

11

a cause

15Foreign production appears to be down somewhat
over the period. See Report at A-34. If this is
true, then the increase in imports may be due to a
decrease in foreign demand for potassium
permanganate. The fact that Carus• exports decreased
substantially over the period lends some evidence to
this conclusion.
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which is important and hot less than any other
cau·se. 1116

Imports increased from

pounds in 1980 to

2~~2

l. 2

million

million pounds in 1984.

This

increase is substantially le•s than the drop in
demand occasiohed by ·the loss
· therefore find that the

ot

in~reased

Chemagro.

I

imports are not a

substantial cause of serious injury to the domestic
industry.
E•

THRE.AT OF SERIOUS INJURY
.. l find nothing· in the record to forbocie a shift

in the import supply curve of such a magnitude so as ·
to replace the loss of Chemagro as the most important
cause of the domestic industry's.current and future
condition.

The record indicates that there is very

little• excess foreiqn capacity available. 17
Further. there is no evidence that foreign demand is
going to decrease substantially.
F.

CONCLUSION
I concur in the determination of the majority

that potassium permanganate is not being imported
into the United States in such increased quantities
as to be a substantial· cause of serious injury. or
the threat

there~f.

t~

the domestic industry

producing articles like or directly competitive with
the imported articles.

1619 U.S.C.

§

22Sl{b){4) {1982).

17Report at A-SJ. Table 21.
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VIEWS OF COMMISSIONER ECKES

I respectfully disagree with my colleagues who made a
negative determination.

Potassium permanganate is being

.. ,.

imported into the United States in such increased quantities as
to be a substantial cause of serious injury to the domestic
industry producing articles like or directly competitive with
the imported articles.
Like most escape clause investigations. this one has
certain unique aspects that warrant particular attention.
Unlike automobiles. fishing rods. motorcycles •. st:_eel. footwear
and tuna--all subjects of recent Section 201 escape clause
investigations--potassium permanganate. a_ dark pur·ple inorganic
~

compound. is not a familiar product wi'th which one
identify,

can

~

·;

ea13_ily

And. the petitioner. carus ChemicalCorporatJon. is

not a giant public corporation or broad-bas~d ind~stry.
Instead, Carus is a small firm. and a monopoly.

•·.

~--

'

When its

officials appeared before the Commission to argue their
case.
. .
.
\

~

they were accompanied only by counsel, not by legions of expert
',.'.

witnesses. public officials. publicity agents and other
interested parties who sometimes embellish such-. proceedings.
..
.
•,

~

In my view the domestic.industry presented _a factual.
comprehensive, and cogent case.

It easily satisfied the

statutory tests of increasing imports and serious inj~ri. ~nd.
;:->

28

clearly demonstrated that imports are a substantial cause of
injury.

Consequently, I am puzzled that the Commission

majority could report a neqative determination.

From my

vantaqe point, only an affirmative determination is consistent
t.rith the facts, the law, and conqressional intent.

One Qf my

colleaques has described the ITC as "a veritable M.A.S.H. unit
~or

the battlefield victims of international competition." l/
•'

·1 trust the present determination is not an indication that the
Commission is abandoninq these victims.
so· 'that I can explain fully the basis fo.r my own decision,
a few preliminary comments about the statute are necessar·y.
S~~tion

20l(b)(l) of the Trade Act of 1974

st~pulates

that:

• the comm~ssion shall promptly make an
investiqation to determine whether an article is beinq
impo_rted into the ·Uni.ted States in such increased
quantlties a·s to be a substantial cause of serious
injury. or threat, thereof, _to the domes'tic industry
producinq an ~rticle like or directly competitive with
the imported
articlf! .1,./
·
... '.
.

Based on this statutory instruction the Commission
custo~arily

employs a four-step analysis in each case.

First,

it define~ the industry in terms of a product that is like _or

directly competitive with the imported article.

Second, it

consider·s whether the imported article is increasinq either in
actual· terms or relative to domestic production.

Third,_ the

l/ Speech delivered -by Chairwoman Paula-Stern to the' Chemical
Manufacturers Assocfation, in Washington, D.C., on
November 14, 1984.
2/ 19 U.S.C. sec. 2251(b)(l).
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Commission considers whether the domestic industry is
experiencing serious injury or threat of serious injury.

And.

last. the commission assesses whether increased imports are a
substantial cause of the serious injury or threat thereof.
In this investigation. it is my impression that all members
of the Commission are in agreement concerning the definition of
the appropriate domestic industry.

It is also my impression

that members of the Commission agree that imports are
increasing and that the domestic industry is experiencing
serious injury.

Although these issues apparently are not in

dispute. I shall consider each in order to satisfy my statutory
responsibility.

But. I will concentrate this discussion on

what I believe to be the principal point of disagreement-whether the facts in this case warrant the conclusion that
imports are a substantial cause of serious injury.
Before elaborating on this analysis. it is appropriate to
observe that this escape clause investigation is not the first
in which this agency has analyzed potassium permanganate import
trends and their impact on the domestic industry.

In two

separate investigations completed slightly more than a year
ago. the Commission found that

less-than-fair~value

imports

from Spain and China were each a cause of material injury to
this domestic industry. 1/

one colleague even concluded that

1/ Potassium Permanganate from the People's Republic of
China. Inv. No. 731-TA-125 (Final) USITC Pub. 1480. 1984.
(Hereinafter. "Potassium Permanganate from China~) and
Potassium Permanganate from Spain. Inv. No. 731-TA-126 (Final)
USITC Pub. 1474. 1984. (Hereinafter. "Potassium Permanganate
from Spain").
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imports from.each country were also a real and imminent threat
of material injury 4/.

Moreover. with respect to Chinese

imports the. Commission found it appropriate to impose
retroactive duties because of the "massive" nature of those
imports during the 1983. period.

That. incidentally. is one of

, the rare instances where the Commission majority voted to
impose retroactive duties in a Title VII investigation.

Domestic Industry-For purposes of a section 201 investigation the domestic
industry consists of the producers of articles which are "like
or directly competitive with the imported article."

In the

present case the imported article is potassium permanganate. a
dark purple. inorganic compound of manqanese. potassium and
oxyqen.

It is manufactured in three· distinct grades:

te;chnical. f ree-f lowinq, and pharmaceutical.

However, these

three qrades are qenerally substitutable in their applications,
e?Ccept for

ph~rmaceuticaluses

percent.

domestic consumption.

o~

~()tassium
wast~water

which account for a neqliqible

permanqanate is used principally in water and

treatment.

Althouqh other products compete for

various specific end uses, no other such product competes with
potassium permaQ.qanate over the complete ranqe of its various

4/ See "Views of Commissioners Stern. Haqqart, and Lodwick."
Potassium Permanqana.te ·from China, footnote 40 at 12, and
"Views of ,the Commission." ·Potassium Permanganate from Spain.
footnote 3~ at 10.
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) .;

applications.

.' .

.

.' .

- ...

'

~:·:

Nor did the Commission ·hear any requests during

the current investigation to consider the various grades as
separate industries ..
Consequently. I find that the appropriate "like product" is
all potassium permanganate. and conclude that the domestic
industry consists of only one domestic pr~ducer. C~rus Chemical
Company and its facilities.

Increasing Imports-The requirement that imports niust be increasing is
satisfied where an increase is "either actual or 'relative to
·~

domestic production.",2./

.. .

'

..

In· the instant investigation imports
..

-

;

.··· "·· . . .

have increased from 1.2 million pounds in 1980 to 2.6 million
-':~

pounds in 1984.

':;J .. ~

'

It is ttue that th·e i984 import le:Ve1 is
i ··~

:. ..

slightly lower than the recotd 2.9 million pounds'"imported in
1983.

But. as I will explain later in

~his

opinion. the slight

drop in 1984 imports has no significance. and it cannot
properly be the basis for di~missinq .the. p~tltion-. ; .
Imports as a share of production followed'.,a ,similar rising
trend. ranging from an import penetration Qf less than
5 percent in 1980 to nearly 20 percent in 19.83. then dropping
slightly in 1984.

In my judgment these data pr·ovide compelling

evidence for concluding that imports have increased both in
actual numbers and relative to domestic production over the
·.

,2./ 19 U.S.C. sec. 225l(b)(2)(C).

..._:·
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five-year period for - which data ..were . collected in this
,

~

investigation.

These import trends.

.

ther;efo~e.

satisfy the

second statutory requirement.

Serious Injury
The statute itself does not define the term "serious
injury." but over the yea.rs Commissioners have concluded tqat
~he

phrase requires a f indinq of damaqe or a hurt of grave or

·important proporti<>ns.
~he

One Commissioner. for instance. he;ld

view that serious injury was "an important. crippling. or

~Qrtal

injury: one having permanent or lasting conse-

quences." 6/

My own analysis in this case does not seek to

....

reinterpret
Commission practice.
.
.
.
The statute does provide some guidance to the Commission.
and this language suggests the
opinion.

apP..~oach.

I shall take in this.·

The Commiss_ion in making its deter-minations: ..
• • • shall take into acc·ount all economic
factors which it considers relevant.
includ-ing (but- not limited to')-(A) with respect to serious . .
in.jury.· the' siqnificant idlinqof
productive_ fac~lit~e.s in the
industry. th·e inability of a
significant number of firms to
operate at a reasonable level of.
prof it. and siqnif ican~
unemployment or underemployment
within the industry: II.

6/ "Views of Commissioner George. M. Moore." Bolts. Nuts. and
Screws of Iron or Steel. No. TA-201-2. USITC Pub. 747. 1975. at
19.
Zl 19. u.s.-c .• sec. 22s1 (b)(2)(A).

33

Because there is only one domestic producer. much of the
data gathered in this investigation must remain classified as
business confidential.
this written opinion.

I shall describe only the trends in
concerning the idling of productive

facilities. one should note that production dropped sharply in
1982 and recovered only slightly through 1984.

Capacity

utilization also dropped sharply in 1982 and remained at
·

~harply

depressed levels.through 1984.

4~cline

in_l982. domestic shipments recovered sbmewhat.

After the same sharp

reflecting the industry's success in finding additibnal uses
for potassium permanganate.

Nonetheless. total 1984 shipments

remained substantially below the 1980 peak

level~

!I

Export sales plummeted in 1983 and recovered slightly in
1984 •. but remained.significantly below the levels recorded in
1980 and l98L Despite. export. sales volume declines. these·
lower-volume sales on a value basis accounted for only a
slightly lower percentage of the value of total domestic
shipments than they did during 1980 and 1981. Inventories
fluctuated throughout the period.

In 1981 and 1983 inventories

reached higher leve.ls than in 1980. but extended plant
8/ Some may observe that the growth in shipments from 1982 to
1984 exceeds the growth in imports-over the same period. This
fact demonstrates how Carus• management has sought to adjust to
adversity. It does .not. however. explain away serious injury.
or demonstrate that imports are an unimportant cause of that
injury. When considered in conjun~tion with extended
production shutdowns during the period and information
concerning inventory levels. it is apparent that a ~ubstantial
amount of those shipments has been· from inventory. and that
during a significant period of time covered by this
investigation. the domestic productive facilities have been
idle.
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shutdowns in 1982 and 1983 affected

levels.

year~end

~Because

of a strike. beginninq in June 1984. year..;;.end 1984 levels were
almost non-existent.

Based on the information discussed :above.

I can only conclude that there has been a "•ignific~rit i~lfrig
of productive facilities .in the industry." ·
From the data on production and eapacityLutilization. one
might surmise that the domestic industry had difficulty·
operating at a "reasonable level of profit.
information supports that conclusion.

The confidential

11

Carus • op'eratlng marg,i,ns

on its chemical operations. most of which refTect the production of potassium permanqanate. show a'aecline in

pt~fitability

from 1980 to 1981. and then substantial losse• in 19~2 ~~d 1983
with only marginal profitability in 1984. · The apparent
improvement in
situation.

198~

is deceptive and overstates the actual

It reflects considerable

l~bor

cost economies

qrowinq out of the strike situation as.well as increased sales
made in anticipation of price increases for

Jantiary~l985:

Viewed in a comparative framework. Carus had oper.ating · ·
income margins considerably below both the

all~-industry

average

and the average for manufacturers of industriai' inorigahic
chemicals during 1981-1984.

~/

Finally. let me address briefly the issue rif 11 sigriilici~n~
unemployment or underemployment."

The

numb~r

of employees and

hours worked peaked in 1980 and 1981 and 'then 'dropped
9/ Memorandum from the Actinq Director; Office of ·
Investigations. Inv.-I-070. dated Apr. ·s. 199:5.
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precipitously in 1982 and still further in 1983.

In this

category, as in the others relating to production and
profitability, the basic data point to serious injury.
The .data must· ·be viewed in a broad perspective as well.

A

review of the record indicates that there have been two
significan.t .events impacting the condition of the domestic
industry during .this five-year p·eriod.
largest. custome.r, Chemaqro. _The

In 1981 Carus lost its
of Chemagro augmented

pres~nce

Carus• data in 1980.but marred that chemical producer's
performance, in 19-82 and 1983, ·especially.
however, imports became

a

major factor.

Separately,

They first entered the

open market in substantial quantities in 1981, and registered
..

siqnif icant volume and market s.hare increases during the 1981
to 1'984 period.
Substantial Cause-'

:

As I have indicated, the outcome o( this investigation

appears to rest on the interpretation of a fourth criterion,
substant,ial cause of serious injui:y. Before analyzing this
. ··-·
issue and my points of difference with the majority of the
..

Commission, it is appropriate to note statutory
considerations.

The law provides:

In making its determinat.ions . • • the Commission
shall. ta.k.e into account all economic factors which
it considers relevant. including (but not limited
to)-• . . (C) with respect to substantial
cause. an increase in imports (either
actual or relative to domestic
. production)· and a decline in the
proportion of the domestic mar.ket
supplied bydomestic producers. 10/
10/ 19

u.s.c. Sec. 22Sl(b)(2)(C).
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It further provides:
For purposes of this section. the term "substantial
cause" means a cause which is important and not less
than any other cause. 11/
The Senate Report also offers quidance to the
reqardinq analysis of the

substan~ial

cause

Commissio~

crit~rion:

The Committee recogniz.es that "weighing" causes in a
dynamic economy is not always possible. It is not
intended that a mathematical test be applied by the
Commission. The Commissioners will have to assu.re
themselves that imports repr:esent a substantial cause
or: thr:eat of injury. and not just one of a multitude
of equal causes or: thr:eats of injur:y. (emphasis
added) 12/
Durinq the cour:se of this investiqation the Commission
hear:d four: possible substantial causes for the current serious
injury beinq experienced by Carus.

These were:

(1) loss of a

major customer (Chemaqro); (2) a decline in export performance;
(3) a shift to substitute products; and (4) incr:eased imports.
My colleaques obviously believe that either imports are an
..

unimportant cause of serious injury or that .some other cause is
more important than imports.

1

disaqree.

Increased imports

are both an important cause and a cause not l.f!SS than any other
cause of serious injury.
Earlier in these views. I noted that there have been
previous Title VII investiqations reqardinq iJ.llports of
potassium permanqanate.

Althouqh the statutory standards

reqardinq injury and causation differ in a Title VII investiqation and a sec. 201 investiqation. the salient facts
11/ 19 u.s.c. Sec. 2251 (b)(4).
12/ S. Rep. No. 1298. 93rd Conq. 2nd Sess. at 120.
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underlyinq each determination are the same.

Almost 11 years

aqo. in 1974. Carus entered into an exclusive five-year supply
agreement with Chemaqro which was subsequently extended by
mutual agreement through 1982.

There was a major decline in

shipments under the extended aqreement in 1980 through 1981:
there were no shipments to Chemaqro in 1982.

Thus. the

agreement was effectively terminated in 1981.
The record also shows that only subsequently did imports
become a siqnificant factor in the marketplace.

In 1980. well

under l million pounds were imported for open-market
consumption.

In 1981. imports rose to l.4 million pounds.

climbed further to 1.7 million pounds in 1982. and soared in
1983 to 2.9 million

pound~.

In the four-year period, then. the

quantity of imports essentially quadrupled.

In the fifth year.

1984, it is true that imports declined slightly to 2.6 million
pounds. but, as I discuss below, this decline has no
significance.
Rather. these data show not only that imports soared but
also that during that period two emerging supp].iers, Spain and
China. seized a substantial portion of the domestic market in a
four-year period.

The over-all ratio of imports to U.S.

consumption increased from less than 5 percent in 1980 to
almost 20 percent in 1983 and 1984.

As a share of domestic

production imports also quadrupled durinq the five-year period
of the investigation. even as consumption recovered from
earlier declines.

In light of these dramatic import trends, it

is impossible for this commissioner to dismiss imports as an
unimportant cause of serious injury.
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L do not· attach any particular siqnif icance to the slight
dip in import quantities during 1984.

There is a persuasive

explanatio.n for that· phenomenon. ·which is shown in the
confidential data.
petitions in 1983

The

d~m~stic

industry filed antidumping

aqain~t prod~cers

in China and Spain.

consequence of these-proceedings.· it is

re~sonable

As a

to infer

that importers boosted shipments to avoid any antidumpinq
du.ties...,-and these actions inflateci import .figures for. 1983.
Si~ilarly.

these trade -proceedings had another

on imports in 1984 ..
instead~

Importe~s

d~layed

impact

reduced imports and increased.

,their sales from inventories accumulated in the United

St.ates.
. From my standpoint. the special circumstances brought
,.;,'..
. .
about by the.antidumpinq cases adequately explain the slight
de~lin~

in 1984 imports.

that
fo.re.ign
suppliers
.
...
..•

There is no evidence on the record

.are·~withdrawing from
.

the U.S. market.

Nor can one cite pricing·data to create a persuasive case
that increased imports are unimportant because imports
ove.,:sold •.n9t undercut., the domestic product.

It is true that

a ··'.comparison.
of weiqhted-avetage f. o. b. point-of-shipment
..... .
prices todistributors-shows'that imported potassium
permangana~e

of the.free-flowing grade occasionally costs more

than the domestic equivalent..
broader signif icanc.e·.
points
. :
.. out that
~

~the

However·. this comparison lacks

.The Commission report unambiguously
three grades of

pota~sium

permanganate are

generally .substitutable in their various applications."

The
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f .o.b. comparison for technical grade potassium permanganate
shows that imports consistently undersold~the ~omestic
technical grade since the first quarter'of

19~3.

Other pricing iriformation for at least 6ne substitute
product (chlorine) indicates that the prfce trends for
potassium permanganate failed to track price increases for
chlorine. particularly during the last ha'if of i983 and l984.
These data support my overall conclusion that lmpo'rts have
captured market share on the bas is of price bedltise; of the
product's fungible nature.

This condition of ftade; a~ the

commission knows from its investigations of othe·r ·fungible
products like steel. makes this domestic industry particu1'arly
sensitive to import competition. ·Nor is this a novet
\

revelation in this investigation: as the Commission emphasized
in both of the earlier Title VII affirmative determinations,
i;,

"Potassium permanganate is a fungible product which is
especially price sensitive." 13/
Is the loss of a single large customer. the~~gio~ a more
important cause of present serious injury than'impoit~?
is the key question which the Commission is required
answer.

by

This
law to

It is in analyzing this issue that I believe my

colleagues have gone astray.

~Because

there is only one

domestic producer. it is impossible to aiscuss' spec.ific data
publicly.

Nonetheless. I would infer tl'l.at JnY colleagues

13/ Potassium Permanganate from China at 10; Potassium·
Permanganate from Spain at 9.
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believe that in losing the. Chemagro contract Carus lost a
greater volume of shipments and percentage of its overall sales
than it has lost to _imports.

Consequently. a mathematical

weighing might suggest that Chemaqro was a more important cause
of injury than imports.
In my judgment. such a line of analysis places undue
emphasis on remote events--the loss of Chemagro in 1981 and
1982--and neglects the emerging role of increased imports as a
dominant cause of injury in.1983 and 1984.

Such.analysis also

rests on a flimsy foundation of hypothetical a:ssumptions.
"what-if" calculations. and "mathematical _weighing."

Further.

it raises _questions as. t.o which period o-f serious injury i-s the
focus of my co I leagues ' ana ~ys is ..
Neither the statute nor the.. legislat.ive history establishes
a time-frame for consid,ring serious injury.

Thus~

the

Commission has discretion to.determip.e the appropriate period
based on the facts of each investigation.
Commission

ut~lizes

customarily. the

a :cfive-year perioQ. for: its analysis, but in

some instances wher_e events have warranted. the Commission has
considered a shorter, mor,e relevant period of time. 14/

It is:

evident from both the statute and_ Commission practice that the·
focus of the Commission's detcermination is o.n the impact of
increasing imports and the performance of the industry. 15/

In

14/ In one group of investigations the time-frame began with
the conclusion of the period covered by a prior escape-clause
investigation. In a second group of cases the-time-frame began
with removal of import restriction·s.
15/ See 19 u.s.c. Sec. 2251(b)(2)(C). quoted at p. 9.
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this investigation. I believe that the appropriate period for
the causal analysis should be the most recent three-year
period.

It is evident that the conditions of trade in 1984

differed from the conditions in 1980 and 1981.

Since the loss

of Chemaqro. imports have entered the market. and increased
dramatically. both absolutely and relatively.

As a result.

Carus has experienced a sharp decline in its market share.
In response to requests from the Commission. the staff
performed a number of interesting hypothetical exercises to
evaluate the relative importance of the Chemaqro loss and
imports.

At the request of Chairwoman Stern. for instance.

Carus submitted a restatement of its yearly earninqs with the
assumption that the Chemaqro business had been retained. 16/
As a companion to that. the Commission staff developed an
alternative model which rested on the assumption that Carus may
have managed the fixed cost portion of its chemical business to
maintain a constant gross margin (percentage) return. 17/

At

my own request the Commission staff sought to calculate Carus•
adjusted net income before taxes on chemical operations.
assuming:

That imports remained constant at the 1980 level in

1981-1984. that car.us increased its sales to replace actual

imports in the period. and that Carus sold the increased volume

16/ Memorandum from the Acting Director. Office of Investigations. INV-1-063. dated Apr. 3. 1985.
17/ Id.
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at the same ·average price as its actual sale£ during 19811984. 18/
The divergent results must necessarily remain
confidential.

But I hasten to say.the numbers do suggest the

relative importance of the Chemagro sale and imports at various
points over the five-year period, depending on the assumptions
employed.

In my view suc.h an approach is quite consistent with

the statutory injunction for the Commission to take into
account "all economic factors which it considers relevant."
But, in my view. the differing studies all confirmed the
underlying wisdom of the Senate Finance Committee's awareness
that "'weighing' causes in a dynamic economy is not always
possible."

Consequently, I did not attempt to apply a

mathematical test to answer the key question regarding the
relative importance of imports and the_Chemagro loss.
Based on the complete record before the Commission, it is
clear that the Chemagro cause is less consequential than
imports to present serious injury .. Carus knew when it entered
the fixed-term agreement to supply Chemaqro in 1974 that the
contract was for a limited duration.

Nothing in the record

suqqests that Carus ' .. management imI>rudently ignored the pending
termination of the agreement, or that the loss skewed Carus'
current profit-and-loss data.

Instead, the record shows how

the petitioner recovered the cost of its plant expansion before
18/ Memorandum from the Acting Director, Office of Investigations, INV-1-069, dated Apr. s, 1985.
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pr9duct since 1980.

This suggests that imports. not

·substantial competition from substitutes. have· been the
p~incipal

cause of suppressed potassium permanganate prices.

When one looks carefully at Carus' exports. one finds that
export volume has fallen sharply from 1980, but Carus' export
prices are higher than previous levels.

Given the steep rise

in the dollar which has made Carus• exports less competitive in
foreign markets and imports correspondingly more· comp.etitive in
the U.S. market. 011e would expect that lost export sales would
.have some impact on carus' profit-and- loss figures.

I do not

think it was the intent of Congress for the Commission to weigh
increased

impo~ts

against diminished exports. which in part are

both consequences of a strong dollar. and thus deny domestic
petitioner's relief from increased imports.
resp~nsible

for the strong

~ollar.

Cartis.is not

and withbut some measure of

relief against increased imports an otherwise competitive
industry could be precluded from adjusting to increasing import
trends.
Further. attempts to quantify the domestic industry's
export performance as a more important cause·of injury are
flawed.

The record of this investigation contains rio analysis

regarding the selling price differentials between domestic and
export mar.ket sales·.

Nor .does it offer any cogent· explanation

of the relative price structure for exports. imports and
domestic sales.

Moreover. the impact 'of export sales on the

domestic profit-and-loss data remains unclear.
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To deny an industry relief because exports are perceived
to be a greater cause of injury at a time when currency values
fluctuate widely. disrupting longstanding comparative
advantages and patterns of trade. is a

p~escription

for

dismantling the U.S. industrial base.

I do not think this was

Congress• intent.
The congressional authors of the 1974 Trade Act also
emphasized that the escape clause was not intended "to protect
industries which fail to help themselves become more
competitive through reasonable research and investment efforts.
steps to improve productivity and other

measu~es

that

competitive industries must continually undertake." 19/

Based

on the record of this investigation. these factors do not
disqualify carus from escape clause relief.

Rather. Carus is

the victim of a high-dollar and changing global competitive
conditions. which together have heightened import competition.
In my view. this is one type of situation that the escape
clause was designed to address.

It is intended to provide

temporary assistance to facilitate orderly adjustment to
increased import competition in the U.S. market.
In conclusion. the Commission's negative majority
determination is disturbing.

carus should not be denied relief

because ot a lost customer four years in the past. or because
of macroeconomic factors--the high dollar--beyond Carus•

19/ s. Rep. No. 1298. 93rd Cong. 2nd Sess. at 122.
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control.

Carus has adjusted to the·loss of its customer. and

its imaginative manaqement has cut costs and developed new uses
for its product.
T.he

fa~t

that carus is a monopoly does not warrant special

cons.idera.tion in this investiqation.

Conqress did not say that

the ITC should deny monopolies import relief when imports were
increas,inq. when the. domestic· industry was seriously injured.
and. when the

increas~d

serious injury.

imports were a substantial cause of the

.By statute, the President, not the Commission,

is authorized to consider "the effect of import relief on
consumers . . . and on competition in the domestic markets for
such articles."
F.or the Commission to r·each back for distant causes. engage
in hypothetical weighing. and ·overlook the present dynamic
.

-

.

condit.ions of trade. i_s to call into c;ruestion the usefulness of
-~~ctio.n

20.l as an

i~port

relief

remedy~

The domestic industry

competing,
with
,...
..
. increased. imports can find little comfort in the
majority's "what if" scena:cios,.when the conditions under which
thii indust~y actually competes point to imports as th~
dominant cause of its serious injury.

Hopefully, the

majority's determination in this investigation will not
dissuade individual producers, large and small, from availing
themselves of this country•. s tr.ade laws.

The ITC has the

statutory respon.sibility. to ·p.r:ovide more than lip service to
such "battlefield victims."

A-1
INFORMATION OSTAINED IN THE INVESTIGATION
Introduction
On November 30, 1984, the U.S. International Trade Commission institut~d
investigation No. TA-201-54, under section 20l(b)(l) of the Trade Act of 1974
(19 u.s.c. 225l(b)(l)), to determine whether potassium permanganate, provided
for in item 420.28 of the Tariff Schedules of the United States (TSUS), is
being imported into the United States in such increased quantities as to be a
substantial cause of serious injury, or the threat thereof, to the domestic
industry producing an article like or directly competitive with the imported
article. The investigation was instituted following receipt of a petition
filed by counsel on behalf of Carus Chemical Co. (Carus), the sole domestic
producer of potassium permanganate.
· Notice of the institution of the investigation and the scheduling of a
hearing to be held.in connection with the investigation 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 December 19, 1984 (49 FR 49392). l/ The
Commission's public hearing was held in Washington, DC, on March 5, 1985. !/
The Commission voted on the injury issue in this investigation on April 8,
1985. ·An administrative deadline of April 30, 1985, has been established for
transmitting the Commis.sion's.determination and report on the investigation to
the President; the statutory deadline· is May 30, 1985.

publi~

Past Commission Investigations
During 1927-28, the U.S. Tariff Commission conducted an investigation
under the provisions of section 315 of title III of the Tariff Act of 19.22 at
the request of Carus Chemical Co. The Commission examined the differences in
costs of production and other advantages and disadvantages in competition of
potassium permanganate in the United States and Germany, the principal source
of competing imports. Upon the recommendation of the U.S. Tariff Commission,
the President proclaimed an increase in the duty on potassium permanganate
from 4 cents per pound to 6 cents per pound.
More recently, on July 6, 1982, the Commission instituted a
countervailing duty investigation, No. 701-TA-183 (Final), concerning imports
of potassium permanganate from Spain. The investigation was instituted in
r_esponse to a final affirmative subsidy determination by the Department of
Commerce. No preliminary material injury investigation was conducted by the
Commission because Spain was not a "country under the Agreement" when the
l/ A co.py of the Commission's notice is presented in app. A.
"'J:/ A copy of the calendar of the public hearing is presented in app. B.

petition was originally filed on November 10, 1981. 1/ The Commission made no
determination in .that case because the petitioner, Carus Chemical Co.,
withdrew its petition.
On February 22, 1983, Carus'filed an antidumping.J>etition under section
733(a) of the Tariff Act of 1930 (19 u.s~c. 1673b(a)) concerning imports of
potassium permanganate from Spain and the People's Republic .of China (China).
on January 5 and 20, 1984, the Commission unanimously determined that an
industry in the·united States was materially injured by reason of less than
fair value (LTFV) imports from Spain (investigation No. 73 l-TA-126 (Final))
and the People's Republic of China (in..;.estigation:' No. 731.;.TA-125 (Final)),
respectively. The determinations were pl,,.bl°ished in the Federal Register
issues of January 11, 1984 (49 FR 1436)'" and January 25, 1984 (49 FR 3148),
respectively.
In the Department of Commerce's final determinatiort'of sales at less than
fair value, the weighted-average margins calculated were 5.49 percent with
respect to imports from Spain and 39.63 percent with respect-·to imports from
China. 2/ Collection of antidumping duties with respect to imports from Spain
was suspended following an expedited administrative review at Commerce in
accordance with section 736(c) of the Tariff Act of 1930. 3/ By comparing the
U.s. price with the foreign market value,- Commerce determi-;;ed- that no dumping
existed for potassium permanganate manufactured by Asturquimica, S.A. (the
Spanish producer and exporter of potassium permanganate) or entered during the
prescribed period of review, August 8, 1983, through January 10, 1984. 4/
The Product
Description and uses
The subject of this investigation, potassium permanganate, or·
permanganate of potash, is the compound-of manganese, potassium, and oxygen
which has the chemical formula KMn04. It ex1sts at room temperature as a
dark-purple crystalline solid of rhombic shape with a blue metallic sheen.
Potassium permanganate is odorless and has a sweetish, astringent taste. It
is soluble in water, acetone, and methanol and;:i..t decomposes in alcohol. It
is highly toxic by ingestion or inhalation, is a strong irritant to tissue,
and is a dangerous fire risk when in contact with combustible acids, reducing
agents, and organic material because of its strength as an oxidizing agent.
Potassium permanganate should be stored in a cooi, -dry area in closed
containers. It must be shipped in accordance with Interstate Commerce
Commission regulations for oxidizing mater~al.
l/ On Apr. 14, 1982, Spain acceded to the Subsidies eode and became a
"country under the Agreement" in accordance with s-ecti.on 70l(b) of the Tariff
Act of 1930, entitling it to the injury test in U.S. countervailing duty
investigations; see 19 u.s.c. 167l(b).
2/ 48 FR 53589, Nov. 28, 1983; 48 FR 57347, Dec. 29, 1983.
"'J'/ 49 FR 2277, Jan. 19, 1984; 49 FR 6956, Feb. 24, 1984.
4/ 49 FR 18341, Apr. 30, 1984.
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Potassium permanganate is manufactured and sold in three grades: freeflowing, technic~l, and pharmaceutical. l/ All three grades have the same
chemical formula but .are generally distinguishable by the variations in their
degree of purity. The grades are available in a variety of p~rticle sizes,
although particle size· is seldom an important determinant of end use. All
three grades are produced ,by Carus and Asturquimica, which employ similar
manufacturing processes. In contrast, ·all potassium permanganate produced in
China is of one variety, which is most comparable to the u.s. and Spanish
pharmaceutical grades but is often referred to as technical grade. Imports of
potassium permanganate from Czechoslovakia and East Germany are classified as
technical grade.
Technical grade potassium permangan~te, from which free-flowing and
pharmaceutical grades.are derived, must be at least 97 percent potassium
permanganate by weight, although approximately * * * of the technical grade
has an assay of at least 99 percent. The free-flowing grade is produced by
adding an anticaking agent to the technical grade, preventing th~ particles
from sticking together when in contact with moisture. As a result of the
addition of the anticaking agent, the free-flowing grade has a grayish hue and
is slightly less pure than the technical or pharmaceutical grades. The
minimum assay is 95 percent, but the product is usually assayed at 97 or 98
percent.
The pharmaceutical grade must be at least 99 percent potassium
permanganate by weight in order to conform with the requirements specified in
the United States Pharmacopeia (U.S.P.) and the British Pharmacopeia (B.P.).
It is the only. grade approved by the Food and Drug Administration for use in
applications involving contact with food and for pharmaceutical use. The
pharmaceutical-grade usually requires more testing than the other grades and
may require recrystallization to remove additional impurities or to meet
customer specifications regarding particle size•· Carus produces this grade,
which accounts for about * * * percent of its production, only on order.
Although virtually ·100 percent of the potassium permanganate produced in
China qualifies as pharmaceutical (U.S.P./B.P.) grade, only a relatively small
but undetermined percentage of it is purchased for applications requiring that
grade. The manufacturing process used in China involves a recrystallization
step that yields a large-particle, high-assay product. * * *·
With the exception of the pharmaceutical applications, the three grades
of potassium permanganate can generally be substituted for one another in
their various applications. According to Carus, pharmaceutical applications
account for approximately O.l percent of domestic consumption. The .
free-flowing grade cannot be used in such applications because it does not
meet ·the 99-percent assay requirement. The same is true for about * * * of
the technical grade produced by Carus and Asturquimica.
l/ The three grades of potassium permanganate were determined to constitute
a single '"like product" by the Commission in recent antidumping investigations
(Nos. 731-TA-125 and 731-TA-126 (Final), January 1984).
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In the more important applications of water· and wastewater treatment,
which together currently account for. apout * * * percent of domestic
shipments, all three grades can be used, but the free-flowing grade is
preferred by customers that use a dry chemical feeder to inject the potassium
permanganate into the water. The other grades have a tendency to "cake up" in
the feeder, prohibiting a smooth, even injection into the water. The
alternative is a solution tank feeder system, which can efficiently use any of
the three grades. D~y chemical feeders are used by the majority of water and
wastewater treatment customers because Carus, as a practice, has provided such
feeders to new customers for a trial period, following which the feeders are
offered for sale or lease. The majority of these customers have retained the
dry chemical feeders, but others have switched to solution feeders for a
variety of reasons. The dry chemical feeder, a more complex piece of
equipment, was more susceptible to mechanical failure and had caused a number
of fires. At the end of 1983, Carus worked with BIF, a manufacturer o.f dry
materials feeders, to develop a new all-metal feeder to eliminate the fire
hazards associated with the feeders. l/ The costs of the solution tank and
dry chemical feeders are approximately the same, ranging from about $2 ,500 .to
$10,000 depending on the volume of potassium permanganate that must be
processed.
Potassium permanganate is used principally as an oxidizing agent in the
following applications:
1.

Water treatment: 2/
a. Municipal--Re'iioves iron, manganese, and hydrogen sulfide;
eliminates taste, odor, and color; and controls algae growth.
b. Industrial--Controls phenol and other industrial pollutants.

2.

Wastewater treatment: 2/
a. Municipal--Oxidizes organic and inorganic contaminants,
removes toxic and corrosive hydrogen sulfide from sanitary
sludge, deodorizes wastewater streams, and dewaters sludge.
b. Industrial--Removes soluble iron and manganese from acid
mine wastes, removes hydrogen sulfide_ from sludge, and
dewaters sludge.

3.

Chemical manufacture and processing: 3/ Aids in synthesis of
organic products for the chemical process and pharmaceutical
industries.

J:./ Conversation with John J. Bortak during a field trip to La Salle, IL,
Jan. 17, 1985.
2/ The free-flowing grade is most commonly used in this application.
3! The technical grade is most commonly used in this application.
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4.

Aquaculture (fish farming): 1/ Controls fish diseases and
parasites, and detoxif.ie.s poisons while relieving oxygen
depletion in fish ponds.

5.

Metal processing: 1/
residues on steel.-

6.

Air and gas purification: l/ Removes pollutants from air and
impurities from industrial-gases, and quenches slag from foundry
operations.

Removes oxides, mill scale, and carbon

According to a study prepa~ed by the Department of Defense, potassium
permanganate is used in national defense applications for which there are no
known substitute products. These uses include * * *· !I
In addition to the above, potassium permanganate is used as a decoloring
and bleaching agent in the textile and tanning industries, as an etchant in
the manufacture of printed circuit boards, as an aid in flotation processes
used in mining, and in numerous other applications.
Carus' domestic shipments of potassium permanganate by end use were
estimated as follows during 1984:
End use
Wastewater treatment--------~
Water treatment-------------~
Chemical manufacturing and
processing-•-;--------------Aquacul ture------------------Metal processing-----------~
Air and gas purification-----Oth·er usea---~----------------

Total---------------------

Percent
of total

***

***

***
***
***
***
***
100

Wastewater treatment is the fastest growing market for potassium
permanganate, accounting for * * * percent of Carus' new accounts in 1984
and growing at a rate of more than * * * percent a year. This application was
developed by Carus in 1980, and by the end of 1984 it accounted for more than
* * * of domestic shipments of the product.

l/ The technical grade is most commonly used in this application.
2/ Petitioner's posthearing brief, p. 32 and exhibit M.
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Water treatment, an application for more than-10 years, currently
accounts for * *. * of U.S. shipments. This application may grow in importance
as a result of a recent finding that potas.sium permangana_te reduces
tri-halo-methane (THM) levels in drinking water. THM is a su~pected
,
carcinogen.
-

Consumption of potassiumpermanganate in the chemical-manufacturing and
metal-processing applications had- been depressed because of the influence of
the recession on those industries_. Sales to the rapidly growing aquaculture
industry have been stable because of the increased.use of aeration as a
substitute for potassium permanganate.
There are no products that compete" with. potassium permanganate over the
complete range of applications in which it is-used. However, there are
competing products or alternative processes for specific end uses. For
example, activated carbon is the major product that competes with potassium
permanganate in the purification of drinking water; hydrogen peroxide competes
in the treatment of wastewater; and aeration of water is often used as a
substitute in aquaculture.
Manufacturing processes
The primary process for potassium permanganate production is based on the
electrolytic oxidation of potassium manganate (K2Mn04), which is prepared
by the fusion of pyrolusite and potassium hydroxide~ The manganese ion in
potassium manganate is oxidized to change the molecular structure to potassium
permanganate (KMn04).
The production of potassium manganate may be accomplished by one of two
processes: the liquid-phase process or the roas~ing process. In the
liquid-phase process, manganese dioxide· ore -(MnQi) and potassium hydroxide
(KOH) are mixed together to form a -slurry, and oxygen is blown through the
mixture in an oxidizer. - The potassium,manganate produced is then centrifuged
with the liquor that is being retur-aed to the -oxidizer. In the roasting
process, manganese dioxide ore is react-ed with caustic potash in a rotary kiln
or roaster to form hypomanganite (K3Mn04). The hypomanganite is ground in
a ball mill and then transferred to a second rotary kiln or roaster where it
is oxidized to potassium manganate. Part of the .potas-s·ium manganate is
returned to the first reactor.
In both the liquid-phase and roasting processes, the -solid potassium
manganate produced is dissolved in water in' a leach tank and solid impurities
are removed by a vacuum filter. The solution is further clarified and then
pumped through electrolytic cells, where the potassium manganate is oxidized
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to potassium permanganate. The solution is cooled and crystallized, with the
crystals separat~d from the mother liquor. The crystals are then dried and
packaged. Most manu~acturers of permanganate use the roasting process, or a
variation of it, in the manganate stage of production. l/ The liquid-phase
technology, however, is employed in the United States and the'u.s.s.R. Unlike
the Soviet process, Carus ', liquid-phase operation is continuous and highly
automated.
Although the oxidation of manganate to permanganate can-be accomplished
by chlorination, ozonation, or disproportionation, electrolysis is the
preferred method of oxidation.· The comm~rcial manufacturing process used in
the United States and Spain is continuou's -electrolysis of a solution of
potassium manganate with continuous crystallization, resulting in the
production of potassium permanganate and the byproducts potassium hydroxide
and hydrogen _gas, according to the reaction-2K2Mn04 + 2H20 electrolysis:)2KMn04 + 2KOH + H2•
The potassium permanganate crystals formed by these processes are
packaged for shipment in steel drums or in bulk. Shipments made in bulk
accounted for approximately * * * percent of sales in 1984. 2/ The most
common sizes of drums are 50 kilogram (kg) and 150 kg, although shipments made
in 25 kg drums are** *·and represented-roughly*** percent of sales in
1984. 1/
U.S. tariff treatment
Potassium:permanganate is classified in TSUS item 420.28. Since
January 1, 1985, the column 1 (most-favored-nation) rate of duty for potassium
permanganate has been 5.7 percent ad valorem. 4/. This rate represents the
sixth in a series of staged reductions granted-in the Tokyo round of the
Multilateral Trade Negotiations (MTN). The duty is being reduced through
eight annual staged reductions beginning with a rate of 7.5 percent ad
valorem, effective January l, 1980, and ending with a rate of 5 percent ad
valorem, effective January 1, 1987.

lf Kirk-Othmer: Encyclopedia of Chemical Technology, John Wiley & Sons (New
York, 1981), Jd ed., vol. 14, P• 870.
2/ Conversation with John J. Bortak during a field trip to La Salle, IL,
Jan. 17, 1985.
3/ Ibid.
4/ Col. 1 rates of duty are applicable to imported products from all
countries except those Communist countries and areas enumerated in general
headnote J(f) of the TSUS. However, these rates do not apply to products of
developing countr-ies where such articles are eligible for preferential tariff
treatment provided under the Generalized System of Preferences or under the
LDDC column.
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Imports of potassium permanganate from least developed developing
countries (LDDC's) are dutiable at 5. percent ad valorem. l/ The column 2 rate
of duty is 23 percent ad valorem. 2/ Imports of potassium permanganate from
beneficiary developing countries have been designated as eligible for
duty-free treatment under the Generalized System of Preferences (GSP) and the
Caribbean Basin Initiative (CBI).]_/
Since China has'been removed from the list of Communist countries for the
purposes of general headnote 3(f) of the TSUS and is neither an LDDC nor a
beneficiary developing country under the GSP, imports from both China and
Spain are subject to the column 1 rate of duty. In addition, imports from
China are subject to antidumping duties, as describe~ above. Imports from the
remaining .producers, East Germa.ny, the u.s.s.R., and Czechoslovakia, are
subject to the column 2 .duty rates.
U.S. Producer
The sole U.S. manufacturer of potassium permanganate is carus Chemical
Co •. , located in La Salle, IL. The firm is a division of Carus Corp., a small,
privately.held firm •. Carus has manufactured potassium permanganate, sold
under the trade name CAIROX, since 1915 and has been the sole U.S. producer
since.shortly after WoTld·War I. The firm also.produces small quantities of
other chemicals at the La Salle plant.
Carus Corp. has four operating divisions, which, in addition to Carus
Chemical Co., include the Open Court Publishing Co., which publishes textbooks
in the field of elementary education; the Magazine Division, which publishes
Cricket Magazine for children ages 6-12; and the La Salle Transport Co., which
operates three small railroads in the Midwest.
U.S. Importers
There were five principal ~.s. importers of potassium permanganate during
1980-84 (table 1). From 1981 to 1984, four importers accounted for more than
70 percent of all imported potassium permanganate. * * *, American
International Chemical, is currently the sole importer of Spanish potassium
permanganate and has purchased imports exclusively from Spain since 1983. 4/
l/ The preferential rates of duty in the LDDC column reflect the full U.S.
MTN concession rates implemented without staging for particular items that
cover products of LDDC's enumerated in general headnote 3(d) of the TSUS.
2/ Col. 2 rates of duty apply to imported products from those Conununist
co"ii'ntries and areas enumerated in general headnote 3(f) of the TSUS.
'l/ The GSP, enacted as title V of the Trade Act of 1974, and the CBI,
pursuant to the Caribbean Basin Economic Recovery Act, provide duty-free entry
to specified eligible articles imported directly from designated beneficiary
developing countries.
!:../ Transcript of the hearing, p. 179.
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Table 1.--Potassium permanganate: u.s. importers' shares of
reported ~mports, 1980-84
(In percent)
Importer

*
*
*
*
*

1980

.

* *------------~--~----------~--:
* *-----------------------------:
* *---------------.--------------:
* . *-----------------------------:
* *---~-------------------------:

All

·other--------------~~------~--:

Total-------------------------:

***
***
***
***
***
***

100.0

1981

.
.

***
***
***
***
***
***

100.0

1982

..

***
***
***
***
***
***

.
100.0

1983

1984

***
***
***
***
***
***

***
***
***
***
***
***

100.0

100.0

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
The Domestic Market
u.s~

consumption

As shown in table 2,.overall U.S. consumption of potassium permanganate
declined by * * * percent from 1980 to 1981 and by * * * percent from 1981 to
1982, and then increased by * * * percent from 1982 to 1983 and by * * *
percent from 1983 to 1984. The downward trend during 1980-82 can be explained
in large part by reduced purchases of potassium permanganate by Carus' largest
customer, Chemagro Agricultural Division of Mobay Chemical Corp. (Chemagro), a
U.S. subsidiary of Farbenfabriken Bayer, AG, of West Germany. Chemagro
accounted for * * * percent of U~S. consumption of potassium permanganate in
1980, * * * percent in 1981, and zero in 1982-84. 1/ The rise in consumption
from 1982 to 1983 resulted from increases in both the u.s. producer's and the
importers' domestic shipments. From 1983 to 1984, U.S. consumption of
potassium permanganate continued to rise, despite a slight decline in domestic
shipments of imports.
Channels of distribution
_Distribution of potassium permanganate, whether domestic or imported,
takes place thr~ugh either direct sales to end users or sales to distributors
or jobbers, which in turn supply end-user markets. Carus stocks potassium
permanganate only at its plant in La Salle, IL; whereas * * *, American
International Chemical, maintains stocks· throughout the United States in the
following locations: * * *• 2/

1/ For more information concerning Chemagro, refer to the section of this.
report entitled "The Question of Serious.Injury."
2/ Conversation with Michael D. Schrage, president of American International
Chemical, Inc., Mar. 11, 1985.
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Table 2.-Potassium permanganate:

Item

.

.
.

U.S. consumption, 1980-84

(In thousands of pounds)
1982

1984

1983

***

..

***

:

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

*

The domestic producer, Carus, sells * *
(about * * * percent) of its
domestic shipments of potassium permanganate to distributors. Carus'
principal end-user customers are municipalities, which purchase on a contract
basis. Approximately 50 percent of the total market for potassium
permanganate is supplied through annual public competitive bids. The share of
Carus' total sales made under contract increased from * * * p·ercent· in 1982 to
***percent in 1984. The percentages of estimated shares of Carus' domestic
shipments that were made to distributors and end users during 1982-84 are
shown in the following tabulation:
Year
1982------------19·83-----------1984------------~

Shipments to
distributors

***
***
***•

Shipments to
end users

***
***
***

Imported potassium permanganate is·sold by·foreign producers to importing
firms, which then resell the material either to distributors (the majority),
or to end users, in particular municipalities, on a bid basis.
In general, distributors do not have agreements with domestic or foreign
producers, or with importers, to sell one producer's product to the exclusion
of the others'. As a matter of practice, ·1Dany of the small distributors
handle potassium permanganate from Carus and/or one foreign source.
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The Question of Increased Imports
U.S. imports
Total U.S. imports of potassium permanganate, as reportea by the
Department of Commerce, 1/ increased steadily from 1980 to 1982, by 17.5
percent from 1980 to 198l 'and. by 24.3 percent from 1981 to 1982. From 1982 to
1983 imports climbed by 63·.9 percent, followed by a decline of 8.4 percent
from 1983 to 1984. The average unit value of imported potassium permanganate
increased only slightly from 1980 to 1981, decreased from 1981 to 1982 and
again from 198~ to 1983, and then increased by 19.0 percent from 1983 to 1984
(table 3).
The two principal sources of imported potassium permanganate during the
period covered by this investigation were Spain and China, which together
accounted for more than 85 percent of all imports for each year from 1980 to
1984. Though there were no imports of potassium permanganate from Spain in
1980, Spain was the largest source of imports of the product in 1981 and 1982,
and again in 1984. Imports from Spain rose by 5.3 percent •from 1981 to 1982,
by 1.9 percent from 1982 to 1983, and by 91.2 percent from 1983 to 1984.
Imports of potassium permanganate from Spain accounted for 69.5 percent of all
imports of potassium permanganate in 1981, 58.9 percent in 1982, 36.7 percent
in 1983, and 76.5 percent in 1984.
Imports of potassium permanganate from China have fluctuated considerably
during the period covered by this investigation. Imports decreased by
72.4 percent from 1980 to 1981, more than doubled from 1981 to 1982, almost
tripled from 1982 to 1983, and then dropped by ·76.9 percent from 1983 to
1984. The shu:p decrease in imports of potass.ium permanganate from China from
1983 to 1984 reflects the imposition of a 39.63-percent antidumping duty on
Chinese material, retroactive to early May 1983 •. The Department of Commerce
determined that "critical circumstances" existed, on the basis of the finding
that importers knew or should have known that the material was being imported
at LTFV and that there were massive imports of the Chinese material over a
relatively short period (March through July 1983). Imports from China
accounted for 85.1 percent of all imports of potassium permanganate in 1980,
20.0 percent in 1981, 33.7 percent in 1982, 59.4 percent in 1983, and 15.0
percent in 1984.
Current known producers of potassium permanganate are also located in
East Germany, Czechoslovakia, and the U.S.S.R. Imports from the U.S.S.R.
accounted for 2.8 percent of all imports of potassium permanganate in 1981.
There were no imports from the u.s.s.R. in 1982, 1983, or 1984. Imports from
East Germany, which accounted for 2.9 percent of total potassium permanganate
imports in 1983, rose to 6 .7 percen·t of total imports in 1984. There were no
imports from Czechoslovakia from 1980 to 1983 and, in 1984, Czechoslovakian
exports represented 1.5 percent of all imported potassium permanganate.

17 The Department of Commerce has revised its import statistics for 1983 and
1984. The revisions have not yet been published but are reflected in the
Commerce statistics presented in this section.
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.Table 3.--Potassium permanganate:

U.S. imports for consumption, by specified
·1980-84

sourc~s,

Source

1980

1981

1982

Qu~ntity

China------------------: !/ 1,019
Spain------------------:
0
0
East Germany-----------:
Czechoslovakia---------:
0
178
All other--------------:
Total--------------: l/ 1,196

China------------------:
Spain------------------:
East Germany-----------:
Czechoslovakia---------:
All other--------------:
Total--------------:

695

.
...

-.

183
878

.

1983

1984

(l,000 pounds)

2/ 1,702
281
588
1,029
1,049
977
82
0
0
0
0
0
30
147
129
5/
6/
2/ 2,862
5/ 1,405
6/ 1,746
Value (l,000 dollars)

3/

392
2,006
41
176
40
9
3/4/ 2,623

.

.

183
699

323
704

151
1,033

142
1,169

.

852
801
40
125
1,818

.

201
1,596
84
20
77
1,977

Unit value (per pound)
China------------------:
Spain------------------:
East Germany-----------:
Czechoslovakia---------:
All other--------------:
Average - - - - - - - - - - - - :

$0.68

1.03 ·:
.73 :

-

:

l.ll
.67

1.02
.74

$0.51

$0.50
.76
.49

$0.55
.68

$0.65
.72

4.17
.63

.so

.48
.51
8.56
.75

.

--~_.;...;..,;;~~~~..;;.;;~....;.~~~~-=-~~~....;.~~~~~~-:-;:~~~~~~~~~~~~~~~~~~~~~~~~~~~-

Percent of total quantity
China----------•-------:
Spain------------------:
East Germany-----------:
Czechoslovakia---------:
All other--------------:
Total--------------:

85.l

-

:

- ..

14.9
100.0

33.7
58.9

20.0
69.5

.

~

10.5
100.0

7.4
100.0

59.4
36.7
2.9
1.0
100.0

15.0
76.5
6.7
1.5
.3
100.0

1/ Includes * * * pounds purchased by Carus.
2/ Includes 501 thousand pounds that were transshipped through Europe and
were originally reported as 576 thoua.and pounds of mostly European origin.
1./ Includes 83 thousand pounds that were transshipped through Europe and
were originally reported as of European origin.
!!_/ Includes 40 thousand pounds that were originally reported as of other
European origin and 18 thousand pounds that were not recorded.
11 Does not include * * * pounds of Carµs-produced potassium permanganate
imported in 1981.
6/ Does not include * * * pounds of Carus-produced potassium permanganate
imported in 1982.
Source:
Commerce.

Compiled from official Hatistics of the

u.s.

Department of

Note.--Because of rounding, figures may not add to the totals shown.
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According to official statistics, other sources of potassium permanganate
during the period of investigation iµc_luded Belgium and Luxembourg, Canada,
West Germany, Hong Kong, Italy, Japan, the Netherlands, Sweden, Taiwan, and
the United Kingdom. Most of this material is believed to have originated in
China and to have been transshipped. The Department of Commerce has revised
its import statistics for 1983 and 1984. These revisions include 501,000
pounds and 83,000 poupds of Chinese potassium permanganate that were
originally reported as 576 ,000 pounds and 83 ,000 pounds in 1983 and 1984, .
respectively, of mostly European origin. Revisions for 1984 also include
40,000 pounds of Spanish potassium permanganate that were originally reported
as of other European origin and 18,000 pounds that were not previously
recorded~
Counsel for Asturquimica has suggested that the domestic industry
may not be benefiting from all Qf the relief afforded by antidumping duties on
potassium permanganate from China because these duties are not being assessed
on transshipments. l/ According to the u.s. Customs Service, antidumping
duties were not assessed on liquidated entries of 348,600 pounds of potassium
permanganate that were transshipped through Europe and entered the United
States since May 11, 1983. 2/ The antidumping duties.on this merchandise
would have.totalled approxi'iately $60,275.
Data on imports of potassium permanganate, as reported by Commerce, do
not include imports of Carus-produced material that was exported to Europe and
reimpo·rted into the United States duty free. These imports, i f added to the
Commerce statistics, would account for * * * percent and * * * percent of all
imports of potassium permanganate in 1981 and 1982, respectively.
Ratio of imports to production
The ratio of imports to domestic production has followed the trend o.f
imports of potassium permanganate·over the 5-year period, increasing steadily
from * * * percent in 1980 to * * * percent in 1983 and then declining to
* * * percent in 1984 (table 4). The level of imports relative to domestic
production increased sharply from 1981 to 1982 because of the decline in
production and the rise of imports of potassium permanganate. In spite ~f the
increase in production from 1982 to 1983, imports relative to domestic
production rose from * * * percent to * * * percent as a result of the sharp
increase in the quantity of imports.

1/ Transcript of the hearing, p. 137; Asturquimica's posthearing brief, p. 9.
2/ Telex from U.S. Customs Service, .June 29, 1984.
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Table 4.--Potassium permanganate: U.S. imports, production, and
ratio of imports to production9 1980-84
Item
Imports-------------1,000 pounds--:
Production------------------do----:
Ratio of imports to production
percent--:

1980

1981

1,196
***

1,405
***

***

.....
.

1982

...

***

l,_746
***

-·:

...
.

***
:

:

1983

1984

2,862
***

2,623
***

***

***
:

Source: Compiled from data submitted in response to a questionnaire of the
u.s. International Trade Commission and' from official statistic_s of the U.S.
Department of Commerce.
The Question of Serious Injury
To analyze the question of serious injury, the Commission sent a
questionnaire to Carus Chemical Co., the sole U.S. producer. The analysis is
complicated by the 1981 loss of Carus' largest customer, Chemagro. In 1974,
Carus signed a 5-year agreement (subsequently·extended) to supply 'tree-flowing
grade potassium permanganate to Chemagro for'production of a herbicide. In
order to supply the quantities specified in the agreement, which varied from
approximately 4 million to 12 million pounds a year, Canis increased its plant
capacity by 50 percent to a level of 30 million pounds a year. 1/ In 1981,
Chemagro switched to a different manufacturing process that did-not require
the use of potassium permanganate. 2/ The impact of the loss of this customer
on Carus is evident through examination of the share_ of total company
shipments that were directed to Chemagro. These shipments decreased from * * *
percent of the total in 1980 to*** percent in-1~81 and to zero in 1982.
Carus acknowledged in the petition for this investii~tio~ that ~he loss
of Chemagro as a large customer was arguably a special case for the U.S.
industry but that the magnitude of the alleged injury attributable.to
increased imports is far greater than the los·s of demand associated with
Chemagro. 1/ To the extent possible, the•data and analyses that follow both
include and exclude Chemagro.
· ·

];,/ Petition on investigations Nos. 731-TA-125 and 731-TA-126, January 1984,
P• 4.
~_/ .In a telephone conversation on Mar. 18, 1983, a Carus official indicated
th_at Chemagro used potassium permanganate in the manufacture of an organic
chemical intermediate, which, in turn, was used in the manufacture of a
soybean herbicide. By means of a * * * investment, Chemagro was able to
develop a completely new manufacturing process that eliminated the oxidation
step that formerly required the use .of potassium permanganate. -Carus 1· final
shipment to Chemagro occurred in * * * 1981.
3/ Petition on investigation No. TA-201-54, P• 20.
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U.S. production, capacity, and capacity utilization
Carus' total pro.duction of potassium permanganate decreased by * * *
percent f.rom 1980 to 1981 'and by * * * percent from 1981 to 1982 before
increasing by * * * percent from 1982 to 1983. From 1983 to 1984, production
* * * (table 5). Product~on for customers other than Chemagro * * *·
Production for Chemagro decli~ed by * * * from 1980 to 1981 and by 100 percent
from 1981 to 1982.
Carus' capacity to produce potassium permanganate remained constant at
***million pounds a year during 1980~84. Carus' plant expansion by 50
percent to the present capacity was completed by the end of 1976. 1/ Carus'
capacity utilization declined from.* *.*··percent in 1980 to * * * percent in
1981. In 1982, when no material was produced for Chemagro, capacity
utilization fell to * * * percent. The trend reversed to a degree in 1983
when capacity utilization increased to * * * percent, but that was followed by
a * * * decline to * * * percent in 1984.
Carus closed its La Salle plant for 10 weeks during the summer in 1982,
for 9 weeks in 1983, and for 8 weeks in 1984 in order to liquidate·
inventories. According to Carus, these shutdowns were not for maintenance
purposes. Carus alternates between two independently operated production
lines, eliminating the need for maintenance-related shutdowns. J:./
Table 5.--Potassium permanganate: u.s. production, capacity, and capacity
ut.ilization 1 1980"'."84

·uem

..
.

Production:
For Chemagro------1,000 pounds--:
For other customers--••-•-do----:
Total-------------------do----:
Capacity 1/-------------~---do----:
Capacity utilization-----percent--:

.

1980.

***

***
***
***
***

.
.
*** .
.
***
***
***
*** .
.

'1981

..
.
.
.
***
***
.
1983

1982

***

***
***
***

..

***
*** :
***
***

.
.

1984

***

***
***
***
***

..
the normal sustained production

l/ Practical rated capacity is defined as
that can be achieved on an annual basis, making allowances for normal
maintenance and downtime. It is based on a 24-hour-a-day, 7-day-a-week,
52-week-a-year operation.

Source: Compiled from data submitted in response to a questionnaire of the
-International Trade Commission.

u.s.

I/ Transcript of the hearing,· pp. 70-71.
2/ Petitioner's posthearing brief, p. 9. Each of these two production lines
has a capacity of approximately 50 percent of Carus' total capacity. Carus
reports that, with the loss of Chemagro as a customer, it chose to operate
only one line at a time, effectively halving its functional capacity (see,
e.g., petitioner's posthearing brief, pp. 19-20). ***(see exhibit L to
petitioner's posthearing brief, letter of Yale Brozen).
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Production workers, represented by Local 79 of the International Chemical
Workers Union, have been on strike since June 1, 1984. According to Carus,
the company has been able to maintain full production volume since the strike
by operating its highly automated plant with management personnel and
nonunion workers. l/
U.S. producer's

ship~ents,

inventories, and imports

As shown in table 6, Carus' total domestic shipments of potassium
permanganate decreased by * * * percent from 1980 to 1981 and by * * * percent
from 1981 to 1982, before increasing by * * * percent from 1982 to 1983 and by
* * * percent from 1983 to 1984. Shipments to domestic customers other than
Chemagro * * *, whereas shipments to Chemagro fell by * * * percent and then
by 100 percent during the same periods.
Export shipments declined by*** percent from 1980 to 1981, by * * *
percent from 1981 to 1982, and by*** percent from 1982 to 1983. Carus
attributed its decline in exports in 1983 to a decision to raise prices on
sales to Europe (see unit val.ues of exports in table 6). The petitioner
allegedly * * *· From 1983 to 1984, export shipments rose by * * * percent.
In spite of the steady decline in exports from 1980 to 1982, such shipments
increased as a share of total shipments, from * * * percent to * * * percent
during that period. However, from 1982 to 1983, when exports declined by
* * * percent, such shipments as a share of total shipments also fell, to
* * * percent of total shipments in 1983. In 1984, when exports increased by
* * * percent over those in the previous year, exports held a * * * percent
share of total shipments.
The unit value of Carus' domestic shipments to customers other than
Chemagro fluctuated upward from *· * * per pound in 1980 to * * * per pound in
1984. The unit value of Carus' shipments to Chemagro * * *· * * *· The unit
values of Carus' export shipments were below the unit values of its domestic
shipments * * * from 1980 to 1984. The unit value of Carus' exports * * *
from 1980 to 1982. The unit value of Carus' exports rose by*** percent to
* * * per pound in 1983, * * *·
As shown in table 7, ***and*** were the two largest markets for
Carus' export shipments from 1980 to 1984. ***accounted for*** percent
of Carus' exports in 1980, ***percent in 1981, ***percent in 1982, * * *
percent in 1983, and*** percent in 1984. Carus' shipments to***
represented * * * percent of exports in 1980, * * * percent in 1981, * * *
percent in 1982, ***percent in 1983, and ***percent in 1984. In 1982,
***was one of the largest markets for Carus' exports, accounting for***
percent of export shipments for· that year.

J:.) Petition on investigation No. TA-201-54, p. 3.
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Table 6.--Potassium permanganate: U.S. producer's domestic shipments,
export shipments, an.d .total shipments, 1980-84
Item

1980

1981

1983

1984

Quantity (1,000 pounds)

.

Domestic shipments:
To Chemagro---------------------:
To other customers--------------:
Tot.a

1982

1------------------------:

Export shipments------------------:
Total shipments:
Total (including Chemagro)------:
Total (excluding Chemagro)------:

.

Domestic shipments:
To Che111'1sro---------------------:
To other customers--------------:

Total-------------------------:

Export shipments-------..------~---:
Total ·shipments:
Total (including Chemagro)------:
Total (excluding Chemagro)------:

***
***

***
***
***
***
***
***

:

Domestic shipments:
To Chemagro~--------------------:
To other customers--------------:
Average------------------~-~~:

Export shipments------------------:
Total shipments:
Average (including Chemagro)----:
Average (excluding Chemagro)----:

***
***
***
***

***
***
***
***

***
***
***
***
Value {1,000 dollars)

***
***

***
***
***
***

***
***
***
***

.
.

.

***
***
***
***

***
***

***
***

...
***
***
***

***
***
***

***
***
***
***
***
***
Unit value (per pound)

***
***

***

***

***
***
***

.

***
***
***
***

***
***
***
***

***
***

***
***

***
***

***
***

***

..

***
***
***
***
***

***
***
***

..

***
***

Source: Compiled from data submitted in response to a questionnaire of the
International Trade Commission.

u.s.

Carus' total shipments of potassium permanganate declined steadily from
1980 to 1982, falling by * * * percent from 1980 to 1981 and by * * * percent
from 1981 to 1982. Carus' total shipments to customers other than Chemagro
* * *· As a result of the sharp decline in export shipments, Carus' total
shipments fell by * * * percent from 1982 to 1983 despite an increase in
domestic shipments of * * * percent during that period. From 1983 to 1984,
Carus' total shipments rose by*** percent because of increases in both
domestic shipments and export shipments.
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Table 7.--Potassium permanganate: U.S. producer's export shipments,
by markets, 1980-84
(In thousands of pounds)
Country

* * *-----------------------------:
* * *-----------------------------:
* * *-----------------------------:
* * *--------~----------------·----:
* * *--~------------------------~-:
* * *----------------------------~=
* * *-----------------------------:
* * *-----------------------------:
..
Other countries-----------------...:.:
Total-------------------------:

1980

.

1982

.
***
*** .
•***
***
***

***
***
***
***

***
"'***
***
***
***
***

1981

..

.
:

***
***
***
***
***·

1983

*** ::
***
*** :
•***
•***
***
'***
***
. *** :
*** ..

..

.

1984

***
***
***
***
***
*** .
*** :·
*** .
***
'*** .

***
***
***
***
***
***
***
***
***

.
.
.

***

Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.
Note.--Because of rounding, figures may not add to the totals shown.
End-of-year inventories held. by Carus * * * (table 8).
End-of-period inventories as a share of shipments * * *•
Table 8.--Potassium permanganate:
Item
Inventories _!/------1,000 pounds--:
Ratio of inventories to shipments::
Including Chemagro-----percent--:
Excluding Chemagro--------do----:

u.s'.

·* * '*·

producer's yearend inventories; 1980-84

1980

.
•·

l9131

***

***

***
***

***
***

.
•·

.

1982

. ***

.

***
***

...

1984

19.83

***' ':

***
***

..

.

·:

***
***
***

1/ All inventories held by Carus were reported by Carus to be related to
production for customers other than Chemagro.
Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.
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Carus' production, shipments, and inventories, by grades, are shown in
table 9.
Table 9.--Potassium permanganate: u.s. producer's production, shipments, and
inyentories, by grades, 1980-84
(In thousands of pounds)
Item
Production:
:
Free-flowing--------------------.:
Technical--------------------__;:
Pharmaceutical-------.;.----------:

1980

.

1983

1982

1981

1984

***
***
***
***
*** ·:
*** :
***
***
***
***
***
***
***
***
Total---~-------------------~=-----*-*
__*_.;._____*_*_*__.;...._____**
__*__;._____*_*_*.....;_.;.___*_*__
*
.
Inventories:
Free-£ lowing-------------------:
***
***
***
*** :
***
Technical--------------------~--:
***
***
***
***
***
Pharmaceutical------------------:
***
***
***
***
***
----------------------------------------------Tot a 1-- - - - - - - - - - - - - - - - - - - - - - - :
***
***
***
*** :
***
Domestic shipments:
.
Free-flowing----------------:
*** :
***
***
***
***
Technical------~----------------:
*** :
***
***
***
***
Pharmaceutical------------.;..;._:
·***
***
***
***
***
Total-------------------------:----~:-:--------~~----~..,..,._.;.----~..,......;..----~~
*** :
***
***
*** :
***
Export shipments:
Free-flowing---------------~:
***
***
***
*** :
***
Technical------------~---------:·
'***
***:
***
***
***
Pharmaceutical---~-~--~-------:
***
***
***
***
***

"'***

.

.

.

-----**..,...*~----.;._.-.-.--------.-.-.-------**~-*-------**~*
Total-------------------------:
Total shipments:

Free-flowing-----;..--------~----:
Technical-----------~----------:

Pharmaceutical------------------:

*** :
***
***

*** :
***

***

***
***

***

***
***
***

***
***
***

Total------------------------=-----*~*P*P-.-=-----*-**--------~**--*-------**-.-.~*--=-----**~*

Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.
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Carus purchased***·
thousands of pounds):

Carus' purchases of imports were as follows (in

Purchases of imports from--

* * *------------------------*------------------~------

* *

* * *------------------------Total---------------------

1980

1981

***
***
***

***
***
***

***.

"***"

U.S. employment and productivity
The number of workers engaged in employment related to the production of
potassium permanganate and hours worked by such workers * * * from 1980 to
1981 (table 10). Employment and hours worked fell by** * from 1981 to 1982
and decreased by * * * percent and * * * percent, respectively, from 1982 to
1983_. Employment and hours worked * * * in January-May 1984 compared with
those in January-May 1983. l/ Average hourly wages and total compensation
paid to production workers
* *·

*

Table ·10.--Average number of production and related workers engaged in the
manufacture of potassium permanganate, hours worked by such workers, wages
paid, and total compensation, 1980-83, January-May 1983, and JanuaryMay 1984
Number
of
workers

Period
. ':

1980--~--------------------------:

1981-----------------------------:
1982-----------------------------:
1983-----------------------------:
January-May 2/-1983-------=--------------------:
1984---------------------------:

Hours
worked

.

:Thousands
***
***
***
***
***
***

..

***
***
***
***
***
***

..
.
.

Total
:compensation 1/
-----Per hour----Wages
paid

***
***
***
***

.

..

***
***

***
***
***
***
***
***

1/ Wages plus fringe benefits •

. 21 January-May comparisons are made because production workers were on
strike during June-December 1984.
Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.

];_/ January-May comparisons are made because production workers were on
strike during June-December 1984.
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Plant shutdowns in 1982 and 1983 resulted in ·the layoff of more than
* * * percent of Carus' production w.or.kers on each occasion. These shutdowns
were the first in recent years. On September 28, 1982, Carus and the
International Chemical Workers Union, Local 79, which represents the
production workers at .Carus, signed a negotiated modification to the
collective bargaining agreement between ·the two parties. The contract
modification, in effect from October 1982 through December 1983, resulted in
concessions in wages~ hours worked, and benefits equivalent to $1.80 per
hour. Carus attributed both the shutdowns and the concessions to lost sales
and suppressed prices caused by imports. Wages and benefits were fully
restored as of January 1, 1984. ];_/
Production workers have been on strike since June 1, 1984, after the
failure to renegotiate a labor contract. Production workers are seeking to
recoup the value of wage and benefit concessions made during the last
contractual period and to secure an increase in future wages and benefits.
Carus' management is requesting that workers make both permanent and temporary
concessions. The requested temporary concessions include * * *· 2/
The productivity of the company's workers involved in the production of
potassium permanganate***· In 1983, the number of pounds produced per
1,000 hours worked by employees producing potassium permanganate * * *·
Produc·tivity levels for January-May 1983 and January-May 1984 are not
available. However, as a result of its experience since June 1, 1984, Carus
anticipates that when the strike is over it will be able to improve its
productivity by combining jobs and raising the efficiency of labor. 3/ The
following tabulation describes the quantity of potassium permanganate produced
in pounds per hour worked by employees producing potassium permanganate.
Year
1980-------------------1981-------------------1982-------------------1983--------------------

l/ Transcript of the hearing, P• 123.
2! Petitioner's prehearing brief, p. 5.
3/ Transcript of the hearing, p. 93.

Quantity

***

***

***
***

A-22
Financial experience of the U.S. producer
Carus Chemical Co. operations.-•The major product produced an:d sold by
Carus Chemical Co. has been potassium permanganate; which acc-ounted for * * *
percent of total chemical sales over the past 5 years. Theret'ore,·the
analysis herein, unless st:·ated otherwise, is performed on total chemical sales
because the sales of other chemical products, which amounted to**.* percent
of total chemical sales in the 1980-84 period, * * *·
Table ll summarizes Carus' operating results during 1980-84. Sales of
potassium permanganate declined irregularly, from*** in 1980.to **.*in
1984, a decrease of * * * percent. The ·.company lost a major customer,
Chemagro, in 1982 after Chemagro reformulated a herbicide that no longer uses
potassium-permanganate as an ingredient. Sales to Chemagro ·accounted for
* * * percent of sales in 1980 and*** percent in 19~1. ·with the sal'es to
Chemagro, Carus * * *· * * *·

*

*

*

*

*

*'·'

Overall operations of Carus Corp.--From 1980 to 1982, Carus· Corp~'s net
sales derived from all four of its operating divisions·* * *·(table 12).

* * *·

*

*

*

*

*

*

*
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Table 11.--Income-and-loss experience of Carus Chemical Co. on its chemical
operations, for the 12-month periods ending on December 31, 1980-84
Item

...

1980

1982

i981

1983

1984

:
Net sales:
Potassium permanganate
1,000 dollars--:
***
***
***
***
***
Other chemicals----do----:
***
***
***
***
***
Total------------do----:--·.,....--*~*~*~--..;..--~**,...,..*,......;....____~*~*~*,.....··-·----~**..,...,*.,....------~*~*-*Cost of •oods sold:
Raw materials-----~do----:
***
***
***
***
*** ..
Energy-------------do----:
***
*** :
***
***
***
Direct labor-------do----:
*** :
***
***
***
***
Other factory costs
:
:
1,000 dollars--:
***
***
***
~*
***

...

~

Total------------do----=------*~**~------.,....**,...,...*..-------~*~**~------~**~*.,....------**~~*-

Gross profit--------~do----:
***
***
*** :
***
***
General, selling, and
administrative expenses
1,000 dollars--:
***
*** :
***
***
***
Operating income or (loss) :----------------------------------------------------~
:
1,000 dollars--:
***
***
***
***
***
Other income or (expense), :
net 1/----1,000 dollars--:
*** :
***
***
***
***
Net income or (loss)
----------=~.--------....;;.--------------------~=--------before income taxes
1,000 dollars--:
***
*** :'
***
***
***
Depreciation and amortization expense
1,000 dollars--:_·-----*-*-*--=~·-----**--*__.;...._____**--*--------**--*-·-------*-**--Cash flow from operations
1,000 dollars--:
***
***
***
***
***
Ratio to net sales:
Cost of goods sold
percent-:
*** :
***
***
***
***
Gross profit-------do---:
***
***
***
***
***
General, selling, and
administrative expenses:
percent--:
***
***
***
***
***
Operating income or
(loss)--------percent--:
***
***
***
***
***
Net income or (loss)
~efore income taxes
:
***
percent--:
***
***
***
***
Ratio of potassium perman- :
ganate sales to total
chemical sales--percent--:
***
***
***
***
***

...

.

.

.

.

...

.

* * *·
Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.
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Table 12.--Income-and-loss experience of Carus Corp. on its overall company
operations, for the 12-month perjods ending on December 31, 1980-84
Item

1980

1981

.

Net sales:
Potassium permanganate
1,000 dollars--:
Other products-----do----:

1983

1982

.

1984

.

***
***
***
***
***
***
***
*** :
***
***
Total------------do----:~----•..,...,.*~*--------**.,..,,..*..--------**--*..--------**--*---------.-*-*~
Cost of goods sold---do----:
***
***
*** :
***
***
Gross income---------do----:~----.-**----------.-.-.---------.-.-.---------**--.---------.-.-.~
General, selling, and
administrative expenses
1,000 dollars--:
***
*** :
***
*** :
*** :
Operating income or (loss) =-----------=-------------------------------=--------1,000 dollars--:
***
***
***
***
***
Interest expense-----do----:
***
***
***
***
Net income or (loss)
--------------------------------------------------before income taxes 1/
1,000 dollars--:
***.
*** :
***
*** :
***
Depreciation and amortization expense
***
1,000 dollars--:
***
*** :
***
***
Cash flow from operations ----------------------------------------------------1,000 dollars--:
***
*** :
***
***
Ratio to net sales:
:
Gross income----percent--:
*** :
***
***
***
***
Operating income or
*** :
***
(loss)--------percent--:
***
*** :
.***
Net income or (loss)
·
be.fore income taxes
percent--:
***
***
***
***
*** :
Cost of goods sold
percent--:
***
***
***
***
***
General, selling, and
:
administrative expenses:
percent--:
***
***
***
***
***
Potassium permanganate
***
net sales-----percent--:
***
***
***
***

*** :

.
.

.

.
.
.

.

.
.

.

.

..

1

* * *·

Source: Compiled from data submit.ted in response to a questionnaire of the
U.S. International Trade Commission.
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*

*

*

*

*

*

*

. Combined publishing, railroad, and magazine operations.--The
income..and-loss exper.ience of Carus Corp. on its combined publishing,
magazine, and railroad operations for 1980-84 is presented in table 13.

* * *·

Caru·s ,Corp. 's financial condition.-Carus Corp. 's balance sheets for the
past 5 years are shown in table 14. A ratio analysis of the company's
financial condition is presented in table 15.
In reviewing liquidity indicators such as the ratio of current assets to
current liab~lities (current ratio) or the sum of cash plus trade receivables
~o current liabilities (acid-test or quick ratio),***·
* * *·
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Table 13.--Income-and-loss experienc·e of Carus Corp. on its combined
publishing, railroad, and magazine operations, for the 12-month
periods ending on December 31, 1980-84 1./
Item

1980

-··..
.

.

1981
'

..

1982

...

1983

...

1984

***
***
*** 'i
*** ·
***
Net sales---1,000 dollars--:
Cost of goods sold---do----:
***
***
*** :
***
***
Gross income---------do----:--------------..,.....,.....----,..-----,..------------....--------*** : .
*** :'
**'!< ...:
***
***
General, selling, and
administrative expenses
1,000 dollars--:
***
***
***
***
***
Operating income or (loss)" :----...,-----:~-----------------..,...------------~-------1,000 dollars--:
*** ·:
***
***
***
***
Other income or (expense), :
net-------1,000 dollars--:
***
***
***
***
**'*
Net income or (loss)
----------------------------------------------------before income taxes
1,000 dollars--:.
***
***
***
***
***
Depreciation and amortization expense
1,000 dollars--:
***
***
***
***
***
Cash flow from operations
1,000 dollars--:
***
***
***
***
***
Ratio to net sales:
Gross income----percent--:
***
***
***
***
*** .:
Operating income or
(loss)--------percent--:
***
***
***
***
***
Net income or (loss)
.
before income taxes
percent--:
***
***
***
***
***
Cost of goods sold
percent--:
***
***
***
***
***
General, selling, and
administrative expenses:
percent--:
***
***
***
***
***

---------------------------------------------------

.

1/ Includes operations of the Open court Publishing co., the La Salle
Transport Co., and Cricket Magazine.
Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.
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Table 14.--Consolidated balance sheets of Carus Corp.
as of December,Jl, 19.80-84
(In thousands of dollars)
Item
Assets:
Current asset.s:

.
...

1980
'

'

***

Cash------------------~--:

Accounts receivable---~--:
Other receivables--------:
Inventories--------------:
Prepaid expenses---------.:
Other current assets----.;.£
Subtotal, current assets---:
Fixed assets (orig_~nal

***
***
'***
***
***
***

Accumulated depreciation--~:
Net fixed assets--------~--:
Other assets----~-------~-~=
Total assets,;.-----------~·:

.

liabilities'"'.'---------~---:

Equity:
Common stock---------------:
Capital surplus------------:
Retained earnings----------:
Treasury stock-------------:
Total equity---------------:
Total liabilities and
equity-----------------:

'

"

.

***
***
***
***

***

.

Deferred . taxes----'"'.'---:-~-'"'.'-:_
Pension liability----------:
Term debt------------------:
Unearned subscription
income-----------------:
Total liabilities--------:

.
.

..

1981

1982

***
***
***
***
***
***
***

***
***
**'*
***
***
***
***

***
***
***
***
***

***
***
***
***
***

1983

1984

***
***
***
***
***
***
***

***
***
***
***
***
***
***

'***
***
***
***
***

***
***
***
***

0,

cost)---------~-~--------: ..

Liabilities:
Current liabilities:
Notes payable-bank-------:
Accounts payable---------:
Accrued liabilities------:
Taxes payable-------'-----.:
Current maturities of
long-te~ debt---------:
Subtotal, current
.•

.
'..

.

.'

***-.:
***
***
*** .

.
***
..
..
***

***
***
***
***
***

.
***· .
*** .
***
*** .
.
*** ..
.
..•

...
.

.

'

***
***
***
***
***

***
***
***
***

***
***
***
***

***
***

***
***

***
***
***
***
***

***
***
***
***
***

***
***
***
***
***

***

***

***

..

.
..
.
.

***
***
***
***

***

.

***
***
***
***

***

***

***
***
***
***

***
***
***
***

.

***
***

***
***

***
***
***
***
***

***
***
***
***
***

***

***

source: Compiled from data submitted in response to a questionnaire of the
International Trade Commission.

u.s.

Note:

Because of rounding,

figur~s

may not add to the totals shown.

A-28
Table 15.--Ratio analysis of Carus Corp., 1980-84
Item

1980

Liquidity ratios:
Acid-test or quick ratio---:
Current ratio-----~--------:
Receivables turnover-------:
Average collection
period-------------days--:
Inventory turnover---------:
Inventory on hand----days--:
Accounts payable outstanding-----------days--:

:

1981

.
.•·

1984

1983

1982

***
***
***

*** :
***

*** .:

***

*** :
***

***
***
***

***
***

***

***
***
***

***
***
***

***
***
*** :

***
***
***

*** :

***

***

*** :

***

***

***
***

***
. ***
***

...

·

.

.

Leverage:
Debt to worth--------------:
Capitalization----percent--:
Fixed assets to net worth
percent--:
Debt·coverage--------do----:

***

*** .:

***
***

***
***

***

*** .:

***
***

***
***

***
***

Other ratios:
Return on assets--percent--:
Return on investment-do----:
Dividend payout------do----:

***
***
***

***
*** :
***

***
***
***

***
***
***

***
***

.

*** : .

***

***

***

.
from data submitted in response to a questionnaire of the

Source: Compiled
International Trade Commission.

·u.s.

Receivables turnover, which is also an indication of the liquidity of
receivables and a barometer of how well or poorly credit is managed, * * *·

*

*

*

*

*

*

*
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The .interest co-st ·Of the corporation's debt is reflected .in the following
tabulation, on the basis of data fro'!ll .the Federal Reserve Bulletin and Carus
Corp.'s annual reports.
(In percent)
1980

Item

1982

1981

1984

1983

Carus' average borrowing

rate-----------------------:

Average prime rate-----------:
Difference-------------------:

*

*

***

.

15 .27

***

*

***

***

18.87

14.86

***

***

***

.

10.61

.

***

.

*

*

*

*

*

*

*

*

***

12.04

***

Carus Corp. 's ·cash flow.--

*

*

*

Research and development expenditures.--As shown in table 16,

* * *·

Table 16.--Research and development expenditures on potassium
permanganate, 1980-84
Item
and development
expenditures-1,000 dollars--:
Net sales of potassium
permanganate----------do----:
Potassium permanganate
research and development,
as a percentage of sales
percent-:

1980

~esearch

.
..

1981

***

***

***

***

***

.
~

I

***

.
.
.
***
.
***
...

1982

.
.

***

.

1983

***
***
***

1984

.
.

***
***
·***

Source: Compiled from data submitted 1n response to a questionnaire of the
International Trade Comminion.

u.s.
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Capital and investment.--The following quotation is taken from Carus'
response to the <;:ommission's questionnaire:

*

Capital

*

*

expenditures.-~As

*

*

shown

i~.kable

17,

*

*

* * *·

Table 17.--carus Chemical Co.'s capital expenditures for facilities and
equipment used principally in potassium permanganate production
and marketing, 1980-84
Item
All chemical products
1,000 dollars--:
Potassium permanganate---do--:
Potassium permanganate,
as a share of total
expenditures------percent--:

1980

1981

1982

1984

1983

.

:

***
***

***
***

***

***

***

***

..
*** .

***
***
***

***
***

.

***

Source: Compiled from data submitted in res.ponse to a quest1onna1re of the
International Trade Commission.

u.s.

A-31

As shown in table 18,

* * *· * * *·

Table 18.--Carus Chemical Co. 's capital expenditures res·!Jlting from
·efforts to comply with various Government regulations, 1980-84
Item
Expenditures resulting from
efforts to. comply with
regulations of:
EPA_!:/------1,000 dollars--:
OSHA 2/--------------do----:
Other-=---------------do----:
Total--------------do~---:

Potassium permanganate
expenditures, as a share
of total expenditures
percent--:

1982

1981

1980

1983

1984

.:'

***.':.
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***

***

***

***

***

1/ Environmental Protection Agency.

21 Occupational Safety and Health Administration.
Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.
Production costs.--As shown in table 19,

*

*

*

*

* * *· * * *·

*

*

*

*

*

*

Unit costs and breakeven analysis.--

*

*

*

*
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Table 19.--Carus Chemical Co.'s aggregated costs of producing
potassium permanganate, ll 1980-84
Item

1980

1981

1982

1983

1984

Raw materials-1,000 dollars--:
***
***
***
***
***
***
Energy-----------------do----:
***
***
***
***
Direct labor---------~-do----:
***
***
***
***
***
Depreciation and amortization------1,000 dollars--:
***
***
***
***
***
Other factory costs:
Hourly fringe benefits
1,000 dollars--:
***
***
***
***
***
Maintenance labor----do----:
***
***
***
***
***
Engineering----------do----:
***
***
***
***
***
Supervisory----------do----:
***
***
***
***
***
***
Waste disposal-------do----:
***
***
***
***
Analytical laboratory
1,000 dollars--:
***
***
***
***
***
Maintenance supplies-do----:
***
***
***
*** :
***
LIFO-FIFO 2/ adjustments
:
- 1,000 dollars--:
***
***
***
***
***
Strike expense-------do----:
***
Fixed cost (to)/from
inventory at standard
1,000 dollars--:
***
***
***
***
***
·subtotal, other factory
costs---1,000 dollars--:
***
***
***
***
***
Total factory costs
----------....;....;____~--------1,000 dollars--:
***
***
***
***
As a share of total costs:
Raw materials-----percent--:
***
***
***
***
***
Energy---------------do----:
***
***
***
***
***
***
Direct labor---------do----:
***
***
***
***
Depreciation and amortization----------percent--:
***
***
***
***
Other factory costs:
Hourly fringe benefits
percent--:
***
***
***
***
***
***
Maintenance labor--do----:
***
***
***
***
Engineering--------do----:
***
***
***
***
***
***
Supervisory--------do----:
***
***
***
***
. Waste disposal-----do----:
***
***
***
***
***
Analytical laboratory
percent--:
***
***
***
***
***
Maintenance supplies
percent--:
***
***
***
***
***
LIFO-FIFO adjustments
percent--:
***
***
***
***
***
Strike expense-----do----:
***
Fixed cost (to)/from
inventory at standard
percent--=---*-**------·-*-*-*----*-**-..;..___***------***Subtotal, other factory:
costs-----percent--=----**-*_;;....___*-*-*....;___*_*_*_.;:~.---*-*-*-.;...___*_**~
Total factory costs
100.0
100.0
percent--:
100.0
100.0
100.0

---------------------------

1/ The cost data in this table are for Carus' total chemical operations, of
which potassium permanganate accounted for * * * percent during 1980-84.
2/ Last-in-first-out-first-in-last-out (LIFO-FIFO).
Source: Compiled from data submitted in response to a questionnaire of the
U.S. International Trade Commission.
Note.--Because of rounding, figures may not add to the totals shown.
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Table 20 was compiled from data submitted in response to the Commission's
questionnaire and provides unit cost. a~d income data and breakeven points for
Carus Chemical Co. * * *·
Table 20.--Unit cost and breakeven analysis of
C~rus Chemical Co.'s operations, 1980-84
Item

1980

.

Average unit sales price---~:
Unit variable costs---:..------:

***
***

.
Co~tribution-~l,000 dollars--:

.
*** :

1982

1981

1984

1983

*** :
*** :
***
***
***
***
Contribution-----------------:~--**~*~-:---*-**~----**-*__.;....___
*_*_*.....;;.____**
__*_
Unit fixed costs 1/--------:
***
***
***
***
***
Profit (loss) per-unit------~=---**~.~---**---.-----.-*-.----.-**-----***-·•

***
***

...

.

***
***
***
***
Fixed costs-----------do----:
***
***
***
***
***
Gross, margin----------do--~-=~--*~*":"':'*----*~*~*-=----~*~*~*~:....--~*~**-=----...,.**..,...,.*Genera l, selling, administra-:
tive, and other expenses
.. 1,000 dollars--:
***
***
***
*~* :
***
Net ~ncom~ (loss)---7:...-do--~-=----:*~**=-=-----*~*":""!"*---~**~*-----:*~**~-:;....__*~*~*.,._

.

Sales volume---1,000 pounds--:
***
***
*** :
***
***
Breakeven volume------do--:
*** :
***
*** :
*** :
***
D~ ff ere~ce~~--~--------do----:----~------------------------***
*** :
*** :
*** :
***
P~~cent of overage Of
:
(sho~tag~)-~-------------:
***
***
***

...

.

.
.
J:./ Includes production costs and general, selling, and administrative costs.

Source: Compiled from data submitted in response to a questionnaire .of the
U.S. International Trade Commission.
· Nate.--Because of rounding, ·figures may not add to the totals shown.

A-34

*

*

*

*

*

*

The Question of the Th.reat. of Serious. Inju-ry
Foreign producers:

their capacity, prod'uction; and capacit"y

utili~a~ion

Spain.--The- sole producer o·f potasSium permanganate in Spain is
Asturquimica, S.A., located in Trubia, Spain. Asturquimica, organized in
1978, is currently wholly owned by Industrial Quimica del Nalon of Spain
(Nalon). Nalon, a company with annual sales of about $38 million·, has been
involved in the manufacture of potassium' permanganate since 1943.
Data provided by counsel for Asturquimica show that the firm's production
of potassium permanganate increased by * * * percent from 1980 to 1981 and
then declined by * * * percent from 1981 to 1982 and by *·:* * percent from
1982 to 1983, before increasing*** inl984 (table 21). * * *· Capacity.
utilization rose from * * * percent in 1980 to * * * percent in 1981 and then
declined sharply to * * * percent in 1982 and to * * * percent in 1983. In
1984, Asturquimica operated at near capacity, * * *·
Asturquimica's expoTts to the Unite'd States, as a shar~ of _the company's
total exports,·increased from*** pe~cent in 1980 to*** percent in 1981,
to * * * percent in 1982, and to * * ·* 'percent in 1983. As a result of the
* * *, the lev~l of Asturquimica 's expo~ts tQ· the United ·States relative to
Table 21.--Asturquiinica, S.A.'s capacity, production, and exports of
potassium permanganate, 1980-84
Item
Capacity l/---------1,000 pounds--:
Production------------------do----:
Excess capacity .!/----------do----:
Capacity utilization ];_/--percent--:
Exports:
:·
To the United States
1,000 pounds--:
'ro other markets----------do----:
Total-------------------do-~--:

];_/ * * ·*·
Source:

1980

1981

1982

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***

***
***
***

***
***
***

1983

.

1984

***
***
***
***

***
***
***
***

***
***
***

***
***
***

Asturquimica 's prehearing brief, attachment 6.
Compiled from data provided by counsel for Asturquimica, s.A.
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the company's tot a 1 exports fell to * * * percent in 1984 * * *. The Spanish
producer's projected sales targets for 1985 are*** pounds for its home
market, * * *pounds for other European markets, * * *pounds for the U.S.
market, and*** pounds for other markets.
China.--There are ei~ht Chinese producers of potassium permanganate:
* * *· International trade in the product is handled by the China National
Chemicals Import & Export Corp. (SINOCHEM), located in Beijing, China.
China's capacity to produce potassium permanganate was reported to be 12
million pounds a year in 1979. 1/ Capacity subsequently declined
approximately 'Ir * * pounds following the' closure of two p·lants during
1980-82. 2/ Those plants are not expect'ed to reopen. 3/ The Chinese
producers-have not provided data on proauction, capacity, shipments, or
exports for the period under investigation.
East Germany.--The producer of potassium permanganate in East Germany is
VEB Chemie-Kombinat Bitterfeld. East Germany's capacity to produce potassium
permanganate was reported to be 8 million.pounds a year in 1979. 4/ According
to the petitioner, the East German producer operated * * * in 1984, producing
an estimated * * * pounds of potassium permanganate.
Czechoslovakia.--The only known producer of potassium permanganate in
Czechoslovakia is Spolek pro Chimickou a Hutni Vyrobu Usti n.L.
Czechoslovakia's estimated capacity to produce potassium permanganate was 6
million pounds in 1979. 5/ According to the petitioner's estimates,
Czechoslovakia produced
* * pounds of potassium permanganate * * * in 1984.

*

U.S.S.R.--The U.S.S·.R., a net importer of potassium permanganate,
produces the product through the Ministry of the Chemical Industry and was
reported to operate three plants in 1979 with an estimated annual capacity of
11 million pounds. 6/ According to Carus, the U.S.S.R. operated*** in
1984, producing an estimated * * * pounds of potassium permanganate.
India and Japan.--Idle manufacturing capacity may also exist in India and
Japan, although these countries are currently * * * in the world market. In
1982, the Japanese producer of potassium permanganate, Nippon Chemical
Industrial Co., with an estimated annual capacity of 6 million pounds, 7/
ceased production. Potassium permanganate was also produced in India by
Swadeshi Chemicals Private, Ltd., with a reported annual capacity of 2.4
million pounds of potassium permanganate. 8/ The petitioner estimated India's
capacity to produce the product at * * * pounds in 1984.
1/ Kirk-Othmer: ·Encyclopedia of Chemical Technology, pp. 872-873.

71:/ Investigation No. 731-TA-125, ·prehearing brief of ICC Industries, Inc.,
ICD Group, Inc., Wego Chemical & Mineral Corp., and China National Chemicals
Import & Export Corp., exhibit III (Statement of Zhang Furong).
3/ Investigation No. 731-TA-125, counsel's postconference brief of Mar. 22,
l 9'S"3 ' p • 4.
4/ Kirk-Othmer: Encyclopedia of Chemical Technology, pp. 872-873.
S/ I id.
6/ Ibid.
l/ Ibid.
Bl Ibid.
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Other countries.--Former manufacturers that ceased production during
1980-82 include The Boots Co., Ltd., of the United Kingdom and Rhone Poulenc
of France. The Boots Co. is now a distributor of the Carus product in Europe.
Importers'

inventori~s

Importers' yearend inventories of imports of potassium permanganate, as
reported in response to the Commission's questionnaires, trended downward
between .1980 and 1984. The only exception to this trend was from 1982 to
1983, when yearend inventories of potassium permanganate increased by***
percent as a result of the sharp increase in imports. This increase was
followed by declines in imports and yearend inventories of potassium
permanganate from 1983 to 1984. Importers' yearend inventories of imported
potassium permanganate declined steadily as a share of imports, from***
percent in 1980 to.*** percent in 1984, as shown in.the following tabulation:
Importers' yearend
inventories
(1,000 pounds)

Year

1980--------------1981--------------1982--------------1983--------------1984---------------

***
***
***
***
***

Importers' yearend
inventories as a
share of imports
(percent)
***
***
***
***
***

The Question of Imports as a Substantial Cause of
Serious Injury or the Threat Thereof
Market penetration
The ratio of domestic shipments of imported potassium permanganate to
U.S. consumption has trended upward during the 5-year period of
.
investigation. Imports' share of U.S. consumption, including purchases by
Chemagro, rose from** * percent in 1980 to * * * percent in 1981. Excluding
Chemagro, market penetration of imports increased from * * * percent in 1980
to * * * percent in 1981. In 1982, domestic shipments of imports held a * * *
percent share of the U.S. market; they continued to rise, accounting for * * *
percent of domestic consumption, in 1983. In 1984, the ratio of imports to
U.S. consumption decreased, dropping to * * * percent, as a result of the
continuing increase in the U.S. producer's domestic shipments of potassium
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permanganate and the slight decline in domestic shipments of imports
(table 2). The ratio of domestic sh_ipments of imported potassium permanganate
to U.S. consumption is shown in the following tabulation (in percent):

Year

Ratio of domestic
shipments of imports
to U.S. consumption
(including Chemagro)

1980-------------1981-------------1982-------------1983-------------1984--------------

***

***
***
***
***

Ratio of domestic
shipments of imports
to U.S. consumption
(excluding Chemagro)
***
***
***
***

***

Prices
Potassium permanganate is sold mainly to two classes of buyers-and end users. Carus sells about * * * percent of its shipments
to distributors and * * * percent directly to end users. Most importers sell
exclusively to distributors, although some function as distributors
themselves, selling directly to end users. End users include local
governments and industrial consumers. Of the potassium permanganate sold
directly to end users, local governments account for the largest share of
u.s.-produced and Spanish potassium permanganate. By contrast, industrial
customers account for most sales of the Chinese product.
distributo~s

Carus maintains list. prices and a discount schedule providing reductions
in price for***· * * *· Importers that responded to the Commission's
questionnaires indicated that they sold potassium permanganate only in 50-kg
drums. Importers' prices were generally lower when sales were of large
quantities.
Local governments, which use potassium permanganate for water
purification and wastewater treatment, generally solicit sealed bids from
suppliers. Carus and its distributors compete with one another, as well as
with distributors of the imported product, for municipal contracts. The
selected supplier typically receives a contract to provide potassium
permanganate for periods of up to 1 year. Industrial consumers most
frequently buy the product on a spot basis rather than on a long-term
contract, although some may solicit bids when the quantities under
consideration warrant that procedure. Prices to industrial consumers are
usually quoted f.o.b. point of shipment; terms of payment are 30 days net.
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Figure 1 shows an index of weighted-aver~ge prices received by Carus for
sales of free-flqwing grade potassium· permanganate 1/ and producer price
indexes (PPI's) for industrial chemicals and basic Tnorganic chemicals.
Producers' prices of basic. inorganic chemic~ls increased from· 1980 through
mid-1982 by more.than 40 percent-but declined late in that year and became
relatively stable through l984. ·Industrial chemical prices, which include
those of the basic inorganics, peaked in mid-1981 and declined slowly through
1982, but remained relatively flat in 1983.;..84. By comparison, Carus' prices
changed very little from 1980 to mid-1983 with the exception of 1981.
However, the*** percent price increase in late 1983 pushed Carus' prices
above those of industrial chemicals. !/ ·
Also sho.wn in figure 1 is the PPI Jor chlorine. Chlorine is used to
produce a wide variety of chemical products in addition to any direct uses in
water treatment, and its trends reflect conditions in many markets. Chlorine
is also the chemical from which one oxidizer, chlorine dioxide, is derived.
Chlorine dioxide is a direct substitute for potassium permanganate in some
uses and is produced at the location where it is to be used by the end user.
Between 1980 and mid-1983 the PP! for chlorine fluctuated considerably but
showed a flat or slowly declining trend. ln late 1983, however, chlorine
prices apparently began to increase rapidly, climbing by nearly 30 percent in
about 18 months.
Price comparisons.--Carus and the importers were requested to supply
weighted-averages of f.o.b. prices received for sales to their largest
distributors of the technical and free-flowing grades of potassium
permanganate for 1980-84. In addi.tion, these firms were requested to provide
transportation charges relating to delivery of the product. Carus provided
f.o.b. prices f~r the entire period but was unable to provide costs of
delivery of the product to its customers. Carus stated that * * *· carus
observed that shipping costs are * * * of total ·~costs of the product, and
* * *· 3/ Four importers provided the Commission with usable price data on
their sales of imported potassium permanganate for 1981-84 as well as
information on freight costs. In all cases these imports were from Spain or
China. No importer provided price data for 1980.. ,

1/ Carus' prices of technical grade potassium permanganate*** as the
free-flowing grade after * * *·. Free-flowing grade represented * * * percent
of Carus' total sales in 1984.
2/ In November 1984, Carus announced an additional * * * increase in its
list price, effective Jan. 1, 1985.
}_/ See Transportation factors, which follows in the "Other Factors Affecting
Supply and Demar1:d in the U.S. Market." section of this report.

Figure 1.--Producer price indexes for poteeetU11 per.en1enete, chlorine, industrial
chew1tcala, and bAstc tnorR•ntc che11tcele, bJ quarters, 1980·84.
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Prices of the technical grade.--The technical grade of potassium
permanganate accounted for * * * perce~t· of Carus' domestic shipments in 1984
and for * * *percent of total imports in 1980, * * * percent in 1981, * * *
percent in 1982, ***percent in 1983, and ***percent in 1984.
Carus' weighted-average f.o.b. price of the technical grade remained
stable at * * * per ppund in 1980 but increased to about * * * through the
first 9 months of 1981 (table 22). The average price then fell back to the
* * * level from October 1981 through June 1983. At that time, Carus
increased its price by * * * percent to * * * per pound. The average price
remained.stable through 1984.
Table 22.-•Domestic producer's and importers' weighted-average f.o.b.
point-of-shipment prices to distributors of technical grade and free-flowing
grade potassium ~ermanganate, by quarters, 1980-84
Technical grade

Free-flowing grade

Period
Carus

Imported

Carus

Imported

---------------------P·rice per pound-----------------1980:
January-March-------:
April-June----------:
July-September------:
October-December----:
1981:
January-March-------:
April-June----------:
July-September------:
October-December----:
1982:
January-March-------:
April-June----------:
July-September------:
October-December----:
1983:
January-March-------:
April-June----------:
July-September------:
October-December----:
1984:
January-March-------:
April-June----------:
July-September------:
October-December----:

...

***
***
***
. ***

***
***
***
***

***
***
***
***

*** :
***
....**
***

***
***
***

*** .:

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
***
***

***
***
*** :
***

***
***
***

***
***
***
***

***
***
***

*** :

*** :.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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No importer reported: prices for 1980. The weighted-average price of
imports of technical grade potassium permanganate from Spain and China
declined from** * per pound in early 1981 to * * * in January-March 1982.
The aver,ge price then increased to* * * per pound by early 1983, * * *
perf~nt above the aver~ge price.of the Carus product at that time.
Import
prices then de.clined again, by * * * percent, to * * * and remained stable.
threugh the remainde~ of 1983, in spite of the change in Carus' prices in the
~hird quarter of that year.
P~ices in 1984 fluctuated between about * * * per
_pound and * * * per pound.
Prices of the free-flowing grade.--Free-flowing potassium permanganate
accounted for*** percent of Carus 1 domestic shipments in 1984 and for***
percent of total imports in 198p, * * * percent in 1981, ***percent in
1982, * * * percent in 1983, and * * * percent in 1984. Comparative prices of
the free-flowing grade of potassium permanganate are also presented in
table 22.
Carus' weighted-average f.o.b. price of free-flowing potassium
permanganate paralleled its price for technical grade in nearly every quarter
for which data are available. l/ With the exception of three periods, the
prices of free-flowing and technical grades were within * * * per pound of
each other. Carus' price increased from*** per pound to * * * in early
1980, but remained stable for the remainder of that year. After climbing to
* * * per pound in January-June 1981, the average price declined again to the
* * * level and remained stable through June 1983. Carus increased its price
in the third quarter of 1983 to the * * * level, where it remained through
1984.
Importers' weighted-average prices for free-flowing potassium
permanganate were considerably more stable than they were for the technical
grade. 2/ From April 1981 through June 1983, these prices fluctuated between
* * *per pound and * * *per pound, * * *· As in the case of Carus,
importers increased prices for free-flowing potassium permanganate in
July-September 1983. Prices then remained relatively steady again at about
* * * per pound, * * * Carus' price.
·
Other Factors Affecting Supply and Demand in the U.S. Market
Loss of Chemagro
The 1981 loss of Chema~ro .created a significant loss of demand in the
potassium permanganate industry. 3/ . In 1980 and 1981, Carus devoted
* * * and*** percent, respectively,-of its production to sales to Chemagro,
which accounted for * * * percent of U.S. consumption of potassium
permanganate in 1980 and * * * percent in 1981. While Carus has acknowledged

u.s.

.1/ Carus' pric~ for its sales of the free-flowing grade to its largest
customer, Chemagro, was** *·per pound in 1980 and*** per pound in 1981.
2/ All imports of free-flowing grade potassium permanganate for which prices
were reported were of Spanish origin.
.
.
3/ For data concerning Chemagro, refer to the section of this report
entitled "The Question of Serious Injury."
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that part of the alleged serious inJury it suffered is attributable to the
loss of its major, customer, Carus has stated in the petition that "the U.S.
industry lost Chemagro as a customer more than three years ago, and the effect
of that loss is far less significant than the cumulative injury directly
attributable to increased imports." l/ Carus has sought to quantify and
compare the relative injur.ies due to-increased imports and the loss of demand
associated with Chemagro. 2/ ln response to the questionnaire sent by the
Commission, Carus identified price suppression/depression, compounded by lost
sales, as the most important reason that the company has suffered injury from
imports.
Product substitution
There are no substitute products that compete with potassium pe~anganate
in all of the applications in which it is used. The substitute products or
processes that compete with potassium permanganate in its principal
applications are:
1.

Water
a.
b.
c.
d.
e.

treatment:
Chlorine
Sodium hypochlorite
Chlorine dioxide
Activated carbon
Ozone

2.

Wastewater treatment.:
a. Hydrogen peroxide
b. Aeration
c. Oxygen
d. ozone
e. Chlorine
f. Chlorine dioxide
g. Sodium hypochlorite
h. Lime
i. Masking agents

3.

Catfish farming:
a. Aeration
b. Copper sulfate

4.

Chemical purification and organic synthesis:
a. Hydrogen peroxide
b. Chromic acid
c. Sodium bichromate

1/ Petition on investigation No •. TA-201-54, p. 20.
See petition on investigation No. TA-201-54, P• 24, and the petitioner's
posthearing brief, in which the petitioner analyzes the impact of the loss of
Chemagro assuming Chemagro had never been a customer and assuming Chemagro had
remained a customer throughout the P.eriod 'of investigation.

2!
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Carus has asserted that the injury suffered by the domestic industry has
not been caused by sales lost to lower priced substitute oxidizers. Although
the increase in Carus' domestic sales of potassium permanganate between 1982
and 1984 was primarily att.ributable to first-time users of oxidizers, domestic
shipments of potassium permanganate to established users also'increased during
this period. In a study p,repared by Carus, comparing the costs of using
potassium permanganate, ozone, and chlorine dioxide in potable water
treatment, Carus estimated that potassium permanganate is generally the most
cost-effective oxidant. 1/ Carus has admitted that substitute chemicals have
replaced potassium permanganate in some applications but contended that the
reverse is more often the case. Between· 1982 and 1984, 45 of Carus' current
customers, with a total annual consumption of 1.7 million pounds of potassium
permanganate, switched from a competitive product to potassium permanganate;
whereas only 9 former customers, with a total annual consumption of 420,000
pounds of potassium permanganate, were lost to substitute products. 2/ The
Commission staff contacted seven of these nine users; of.these, five-indicated
that * * * was among the major reasons for switching from potassium
permanganate to other oxidizers. Other factors for switching included * * *·
Carus has also argued that competition with substitute products is not
responsible for holding prices down. Carus has claimed that its prices have
been suppressed as a direct effect of low import prices and that the proper
measure of that suppression is the amount by which the increases in Carus'
prices have lagged behind the increases in the PPI for inorganic chemicals.
Carus presented price data from trade publications for specific chemical
products that may compete with potassium permanganate in some uses. These
data also demonstrate increases exceeding those for the Carus product since
1980. According to Caru.s, this differential i.s conclusive evidence that any
price suppression has not been caused by those low prices of competing
chemicals, but rather by low prices of imported potassium permanganate. 1/
Respondents have criticized Carus' analysis because the data ·presented by
Carus represent changes in list prices rather than actual transaction prices.
Respondents provided import unit values of several chemical products that may
be substitutes for potassium permanganate. Implicit in the respondents'
argument is that these data show actual import values and, while not perfect
surrogates for transaction prices, are a significantly better measure of
market conditions than are list prices. These unit values generally showed
little change through 1983, but several of the imported products showed
increases during 1984. Respondents have argued that Carus' expansion into
markets previously served by other oxidizers has forced Carus to compete on

1/ Hearing statement of John Bortak, exhibit B.

21

Hearing statement of John Bortak, exhibit· E; petitioner's posthearing
brTef, exhibit s.
3/ Hearing statement of John Bortak, exhibit c; petitioner's post hearing
brief, P• 22.
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.the basis of price with the possible substitutes. Because the transaction
prices of those alternative chemical~ ~id not actually rise during the
recessionary periods of 1980-83, Carus could not increase its prices. When
economic conditions improved in 1984, prices of some substitutes increased,
and Carus was able to raise its own prices by about * * * percent.
Respondents have concluded, therefore, that the competition from these other
products, not from im~orted potassium permanganate, caused any price
suppression that may have occurred. !/
Exchange rates
Effects on the domestic ma~ket.-- Among possible causes for changes in
the condition of the domestic industry are changes in the value of the U.S.
dollar relative to the currencies of trading partners. As the value of the
dollar rises relative to the value of foreign currencies, a domestic industry
is faced with the possibility that its foreign competition will be able to
reduce the price of articles sold in the United States without a deterioration
in profit margins. Even if foreign production costs are also rising,
exchange-rate adjustments may offset these inflationary effects on import
prices. The effects of improved import competitiveness generally appear in
the form of increasing imports.
Table 23 shows nominal exchange-rate indexes of the u.s. dollar relative
to the Spanish peseta and the Chinese yuan, and real exchange-rate indexes of
the dollar relative to the peseta (i.e., rates adjusted for inflation rate
differentials). The peseta depreciated in nominal terms by about 50 percent
relative to the dollar during the period January 1981-December 1984. Because
the rate of inflation in Spain was higher than that in the United States,
increasing Spanish production costs may have prevented the entire
exchange-rate benefit from being passed on to U.S. customers. The adjusted
(real) exchange-rate index provides an indication of the improved competitive
position of the Spanish product in the United States. !/ This index shows
that the peseta depreciated in real terms, relative to the dollar, by about 23
percent from January 1981 to June 1984.

!/ Asturquimica's posthearing brief, attachment A; also refer to Prices in
the section of this report entitled HThe Question of Imports as a Substantial
Cause of Serious Injury or the Threat Thereof."
2/ The real exchange rate was calculated by deflating the nominal exchange
rate by the relative rates of inflation (Spain's index of industrial prices
and the U.S. index of wholesale prices). Improved competitiveness of a
specific imported article may deviate from this estimate because the general
indexes used in this calculation may not.be representative of production cost
variations of a specific industry or producer.
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Table 23.--Indexes of exchange rates for the U.S. dollar relative to
the Spanish peseta and the Chinese yuan, by quarters, 1981-84

Period

(January-March 1981 = 100 .00)
Spanish
peseta
Nominal
Real
rate
rate

...

1981:
January-March---------------:

100.0
92.3
85.8
87.5

April-June-----------~------:

July-September--------------:
October-December------------:·
1982:
January-March---------------:
Apri 1-J.une------------------:
July-September--------------:
October-December---••-------:
1983:
January-March---------------:
April-June------------------:
July-September------~-------:

October-December------------:
1984:
January-March---------------:

April-June------------------:
July-September--------------:
October-December------------:

17 Not available.
2/ Estimated.

~/

.

100.0 :
94.9 :
90.0
94.3

100.0
93.0
90.2
91.7

92.0
90.0

88.3
8_6.9
82.4
80.9

.

.

83.l
79.3
15.0
70.l

82.0

64.7
60.5
56.0
59.4

80.5
77.1
12.3
72.5

54.5"
55.0
50.9
50.l

74.8
77.0

86~0

l/

.

Chinese
yuan-Nominal
rate

T/

.

81.7
80.3
80~4

.
.

.
.
.

80.4

!I.

11.1
73.8
66.6
60.0

Source: Compiled from International Financial Statistics, International
Monetary Fund.
The nominal value of the Chinese yuan declined in terms of the dollar by
about 40 percent from January 1981 to December 1984. Because no estimates of
inflation rates in China are available, it is not possible to estimate the
real (adjusted) value of the yuan.
Effects on foreign-market position.-- In addition to the effects of
fluctuations on the .market for imports in the United States, an
appreciating dollar may cause the price of the U.S. exports to increase when
priced in the currencies of third-country markets. If alternative suppliers'
currencies do not appreciate, U.S. exports are likely to decline because of
loss of price competitiveness. The primary export markets for u.s.-produced
exchange~rate
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potassium permanganate are * * *· The nominal value of the U.S. dollar
increased substantially relative to the ctirrencies of each of these countries
during 1981-84. !_/ * * *·
The quantity and unit value of Carus' exports are shown in the following
tabulation. These export~ accounted for more than * * * o.f Carus' sales in
1980 to customers other than to Chemagro, but after a decline of * * * percent
by 1983 and a recovery in 1984, represent!!d ***percept of total shipJUents
in 1984. 2/
......

Item

19.80.

Total exports-----1,000 pounds--:
Unit value
of exports---------per pound--:

....

***

.

:

19.81
***

--

1982

:

***

·.

1983.

.

1984

***

***

:

***

***

***

':It**

...

***

Carus' unit value of exports, which had 'been substantially below the unit
value of its sales in the United States in earlier periods, increased by about
* * * percent in 1983. Carus reports that this inc.rease oc·curred bec~use
* * *· This substantial increase in unit value, along with the appreciation
of the dollar against virtually all foreign currencies, contr.ibuted .
significantly to the decline in Carus' exports in 1983 and 1984 compared with
exports in 1980-82.
··
Transportation factors
The cost of transporting a product from the producer's loc·ation to that
of the customer can significantly affect sales of that product .in competition
with more advantageously located sources of supply.; Imports often have a
distinct advantage in this regard by virtue of the ease of reaching cities
located on major waterways at relatively low costs. In spite of Carus'
location in central Illinois, the firm reports that transportation costs, and
changes in those costs since deregulation of common carriers·, have not been a
significant factor in their loss of customer's to imports;
Both Carus and most importers ship potassium permanganate primarily in
50 kg drums. Carus reports that * * * shipment~ are made by truck but that in
* * * the arrangements for transportation .are made by· the customer •. Whereas
some customers, such as large distributors, might provide the.ir own trucks for
this .purpose, others rely primarily on common carriers. .
Approximately * * * percent of Carus' shipments are made to States in the
North Central and Northeast regions, whereas smaller shares are made to the
l/ From 1981 through 1984, the * * * declined in nominal value by almost
*
* percent relative to the dollar, the* * *by*** percent, and the
* * * by * * * percent.
·
2/ Se~ also tables 6 and 7.

*
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central United States (***percent) and Southeast (***percent). Carus
reports that about * * * percent of shipments were made to the Southwest and
* * * percent to the West.
As noted, Carus reports that transportation is not generally a
significant factor in the .total cost of the product to the end user. Among
the examples cited were shipments to the Atlanta and Philadelphia/New York
market areas, where the cost of transportation was approximately*** percent
(* * * per hundredweight) of the final delivered cost. Shipments to New
Orleans were * * * percent of the total cost. The most distant customers of
Carus, those on the west coast, paid approximately ***·per hundredweight or
* * * percent of total cost for freight ~barges.
Producer's Efforts to Compete with Imports
In response to the questionnaire.sent by the Commission, Carus identified
and categorized its erforts to compete with imports 1/ as (1) cost reductions,
(2) new business development, and (3) new product development.
Cost reductions
Carus' efforts to reduce operating and maintenance costs over the 5-year
period included * * *· * * *·

*

*

*

*

*

*

*

New business development
* * *, the development of new business is central to Carus' efforts to
compete with imports. In mid-1981, Carus inaugurated the New Business
Development Program, the nexus of this strategy, * * *· The company employs
* * * district sales managers * * *, who work with Carus officials in La Salle
1/ During the 5-year period, Carus made competitive adjustments to respond
to-the company's financial condition, which has been the result of multiple
facto.rs. Only those actions ascribed by the petitioner as undertaken
primarily to compete with sales of imported potassium permanganate are
discussed in this section.
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to generate and analyze sales leads. After a series of steps in which Carus
assesses the lead, the company demon.st.rates the use of potassium permanganate
with a plant trial, which generally lasts several days but can last up to a
month. Of these prospects, more than * * * percent become Carus customers.
The majority of the new business is currently in the area of wastewater
treatment. Carus * * *·
Carus has also

~

* *·

New product development
In an effort to increase t~e company's sales volume, Carus has developed
two new potassium permanganate·products: CAIROX nuggets and CAIROX algicide
grade. The CAIROX nugget, developed at a cost of * * *, is used to control
odor in sewer collection systems and to relieve dissolved oxygen depletion in
wastewater lagoons. CAIROX nuggets are manufactured as * * *· Developed at a
cost of * * *, CAIROX algicide grade, available in a free-flowing form, is
used in water treatment to control algae.
Carus has also diversified its product mix, developing a host of new
products:
l.

Carulite catalysts: Manganese dioxide catalysts, which are used in
printing operations and in nuclear submarines to control ozone and
carbon monoxide.

2.

Carusorb: A formulation of potassium permanganate and alumina, which
is used in the preservation of fruit, flowers, and vegetables; in
energy conservation; in odor control; and in corrosion control in
computer rooms.

3.

Curing grade Mno2 : oxidation products, including sodium
permanganate used in the etching of printed circuit boards.

4.

Cesium chemicals: Catalysts that have various uses, including
biological applications and crystal growing in diagnostic equipment
(not yet in production).

The cost to develop the Carulite catalysts was *
grade Mn02 1 * * *; and, cesium chemicals, * * *·

*

*

*

*

* *; Carusorb,

*

*

* * *;

*

curing
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Adjustments to be Made During Import Relief
In an attempt to judge whether a period of temporary import relief would
enable the .domestic.producer to compete more effectively with imports, the
Commission requested the following information in its questionnaire:
. ..

;~

!

'

•

•

1) Specific ~adjustments' in· po·tassium permanganat.e operations
that would be made by' the" firm and/or its· workers
during the periOd of import relief.
2) The anticipated expenditure of funds.
3) The specific competitive advantage to be

g~i~ed by the adjus·tment.

A summary of Carus' response follows.
Cost reductions
Carus plans to reduce costs both by * * * and * * *· These changes,
their anticipated expenses, and the estimated cost savings to be gained by
their implementation are listed in the following tabulation (in thousands of
dollars).
Adjustment

*--------------* * *--------------* * *--------------* * *---------------

***

***

***

***

***

***

***

***

* * *---------------

***

***

* * *---------------

***

***

*---------------

***

***

**

**

*

Annual cost reduction

Exeense

*

*

*

*

*

*

A-50
New business developlllent
Carus plans to !!.xpand, the potassium permanganate market-by * * *•

*

* *·

If granted :relief from imports, Carus intends to continue its efforts to
expand the market for newly developed potassium permanganate products and to
develop new applications for p9tassium ·permanganate. Areas of new
appli~ations that Carus believes to have the potential for substantial future
growth include * * *·

New product

*

developme~t

*

*

*

*

*

*
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APPENDIX. A
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THE COMMISSION'S FEDERAL 'REGISTER NOTICE :

A-52
'
Fed.nl Jtewiater

I

Vol. 49. No. 245

(lnHlll . .tioft Mo. TA-a1-MJ
Potaulu,.~

Investigation and Kuring

lntem. tiona) Trade
CommiMion.
ACTION: lnatitution of en lmntiptfon
under eectfoa 201 of the Trade Act of
1914 ('11 U.S.C. ZZSlJ and ldleduliag of a
heariq lo be held Ill connectfon with
lhe imestiption.
AGPICT:

Followina receipt of a
petltioD filed cm Nowemher 3D. 11164, OD
behalf of Canas Oiemic:al Co~ the
United Statea latensational Trade
Commiaion inatibated investiption Na.
TA-201-M under MCtiCIG 201 of the
Trade Act of 1914 to determine whether
potauiwn penDangaaate. provided for
in item 420.28 of the TarilfSchedulea of
the United States. ia beina imported into
the United States in nch increased
quantities a1 to be a substantial cause of
1erioua injury. or the threat thereof. to
the domeatic lndustrr producing at
article like or directly competitive with
the imported 1rtfcle. T1te Commission
ha1 establi1hed an administratf\·e
deadline of April 30. 1915. for repcntint
It• determination to the President.
For further information concemina the
conduct of thi1 lnvestiaation. bearina
procedures. end ndea of seneral
application. consult tbe Cmnmiuioa'1
Rule1 of Practice ad Procedure. Part
206, 1ubpana A 1Dd I (11 CFR Part 206).
and Part 2D1. Subputa A duoqh E (19
IUllllAll"r.

CFR Part 201).
IFRC'Tlva DAft: Novembu 30.. 1984.
FOR FUln'MIR ~ftOel CONTACT:

Robert Carpenter. &apem9orJ
lnvestisatar (~). Ofrice of
Investigations. U..S. l:Dten18tional Trade
.Commi11ion. 701 E Street NW .•
Wuhi111tcm. DC 20t3e.
IU"'-DllNTAllT ~'nOM:

Participation in thtt in•·esligation.Peraon• wiahfng lo participate ln thi•
investigation n parties mul file 1n
entry of 1ppe1rance with tt.e SeCTetary
to the Commi11ion. H provided in
I 2ou1 of the Commission's Rules of
Practice and Ptocedure (19 CFR ZOt.!1).
not later than twenty.one (21) days after
the publication of thi.a notice in the
Federal Reaf1ter. Any entry of
appearance filed aner this dale will be
referred to the Chairwoman. who will
determine whether lo accept the late
entry for good came ahown by the
peraon desifinC to f&Je die entry.
Sttrvi~ /ist.-P\irsuant to I 201.ll(d)
of the Commission'• rules (19 CFR
201.ll(d)). the Secretary will prepare•
aervice list containing the name1 and
addresses of all persons. or their

I Wednesday.

December 19. 1984

representatives. who are parti~ to this
Investigation upon the upiratrion of the
period for filing entries of appearance.
In accordance with I 20l.16(c) or the
rules (19 CFR Z01.16(c)). each docwnent
filed by a party to the investigation muat
be aerved on all other partiu to the
investiaatfon (81 Identified by die
aenice ti1t), and a certificate of aervica
must 1ccompan1 die documenL the
Secretar)' will not accept a docwnent for
filing without a certificate of aervice.
Ht1t1ring.-The Commission will hold
a. hearing in connection with this
inveatigntion beginning at 10:00 a.m .• on
March S. 1985. at the U.S. International
Trade Commission Building. 101 E Street
NW .. W11hington. De. Requests to
appear at the hearins should be filed in
writiftl with the Secretary to the
Commission not later than the close of
busine11 (5:15 p.m.} on February ZS.
1985. AJI peraona desiring to appear al
the bearing and make oral
presentations. with the exception of
public officials and persona not
represented by counsel should file
prehe•rinl brief• and attend a
prehearing conference to be held at
10:00 a.m.. OD Febnaary ZS. 1985. in room
117 of the U.S. International Trade ·
Commission Buildiftl. Ttie deadline for
filing preheerin1 brief• ii Febroar)' ze.
1985. Poethearing brief1 mast be
1ubmitted nat later then the dose of
business an Mafch lZ. 1985. Confidential·
materiel should be filed in 1ecordance
with the procedurea deacnl>ed below.
Any written materials aubmitted at
the hearing must be flied In accordance
with the procedures described below
and any confldeatial materials mu1! be
1ubm.it1ed at least lhree (3) working
day1 prior tD the bearing (see
I 201.8(b)){Z) of the Comminion'1 rules
(19 CFR zoutb) (Z). H amended by 49
FR 325119. Aus. 15. 1984 J).
Written submissions.-A.. mentioned.
partiea to this inYe1tigatiaD INIJ file
prehearing and poatbemna briefs bf the
datea shown abova. ID addition. aD)'
person who baa not enttftd an
appearilnce as a party to the
investigation mey 1ubmit a written
1ti1temenl of infonnation pertinent to the:
1ubjcct of the im·estigation on or before
March 12. 1985. A signed original and
fourteen (14) copies of each 1ubmission
must ahe filed with the Secretary to the
Commission in accordance witt- section
201.8 of the Commission'• rules (19 CfR
201.81. All Written 1ubmission except !or
confidential buinea1 data will be
available for public inlpection durin!l
regular buainesa houn (8:45 un. to 5:15
p.m.) in the Office of the Secretary to the
Commi1>sion;
An)· businesa infonnation for •·hich
confidcnrial trHtment ia desired shall

I Notices

be 1ubmittcd 1cparatel1·. The 11n·elope
and all pages of 1uch 1ubmi11iona mui;f
be clf!enf labeled '"Confidential
Business Information.· Confidential
submissions and request• for
confidential treatment must conform
with the requirements of I 201.1 of the
Commission'• rulH fll a:R JOI.I). a1
amended bJ 49 FR 3M. Aqwt 15.
1984.
~medr.-ln the event that the
_Commission makes an affirmative injur)·
determination in tlli1 invatiption.
remedy briefs will be due to the
Secretary no later than the close or
business on Apn1 I. 1985. and must
conform with the requirements of I :?01.8
of the Commiuian'1 ruin.
Authority: 11li1 lnve1tigatfon la beina
conducted under 1uthority or 1ection :D1 or
lhe Trade Act of 11'74. Thie notice ii
published parsuut ID I 201.10 of the

Commi11ioa·1 rula (11aR2DU}.
lasued: December 14. WM.
By order of the Comminion.
Keaneth R. M•ICID.

&crr.tary.
(FR

Doc.~

llUlllG

Filed lZ-1&-M: 1:45 1ml

c:ooc 1'ftlMl..tl
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CALENDAR OF PUBLIC HEARING
Those listed below appeared as witnesses at the United States
International Trade Comnission's hearing:
Pennanganate

Subject

Potassiu~

Inv. No.

TA-201-54

Date and time

March 5, 1985 - 10:00 a.m.

Sessions were held in the Hearing Room of the United.States
International Trade Conmission, 701 E Street, N.W. in Washington.
Goverrment appearance:
Federal Trade Comnission, Bureau of Competition, Washington, D.C.
John Warden, Attorney
Fred Martin, Economist
Morris Morkre, Economist
In support of the petition:
Winston &Strawn--Counsel
Washington, O.C.
on behalf of
Carus Chemical Company, La Salle, Illinois
John Bortak, General Manager, Carus Chemical Company
Paul Bousquet >--OF COUHSEL
Kenneth Berlin)
- mure -
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In opposition to the·petition:
Kaplan, Russin &Vecchi--Counsel
washington,

o.c. ·

on behalf of

Asturquimica, S.A. of Spain
Michael D. Schrage. President, American International
Chemical, Inc •• Nattick. Massachusetts
John G. Reilly. Principal, ICF Incorporated,
Wa~hi.ngton,

D.C.

Dennis James, Jr. )
Kathleen Patterson)·-OF COUNSEL

