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UNITED STATES INTERNATIONAL TRADE CCMMISSION
Washington, D.C.

Investigation No. 731-TA-30 (Final)
UNREFINED MONTAN WAX FROM EAST GERMANY

Determination

On the basis of the record 1/ developed ir investigation No. 731-TA-30
(Final), the Commission unanimously determines, pursuant to section 735(b)(1)
R
of the Tariff Act of 1930 (19 U.S.C. 1673d(b)(1l)), that an industry in the
United States is materially injured by reason of imports from East Germany of
unrefined montan wax, provided for in item 494.20 of the Tariff Schedules of

the United States, which the Department of Commerce has determined to be sold

in the United States at less than fair value (LTFV).

Background

The Commission instituted this investigatior effective March 4, 1981,
following a preliminary determination by the Department of Commerce that
unrefined montan wax from East Germany is being, or is likely to te, sold in
the United States at LTFV.

Notice of the institution of the Commission's investigation and of the
public hearing to be held in connection therewith was duly given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on March 25, 1981 (46 F.R. 18633). The hearing was held in
Washington, D.C. on July 20, 1981, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

}/ The record is defined in sec. 207.2(j) of the Commission's Rules of
Practice and Procedure (19 CFR 207.2(j)).






VIEWS OF THE COMMISSION

Our determination is based on the considerations set forth below.

Domestic industry

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry"
as the "domestic producers as a whole of a like product or those producers
whose collective output of the like product constitutes a major proportion of
the total domestic production of that product." 1/ "Like product" is defined
as a product which is like, or in the absence of like, most similar in
characteristics and uses with, the article under investigation. g/

The imported product which is the subject of this investigation is
unrefined montan wax from East Germany. Unrefined montan wax is a mineral wax
distilled from lignite with the use of chemical solvents. There are five
grades of the wax being imported into the United States at the present time.
Four of the five grades of the imported wax are used primarily in the
production of one-time carbon paper.

There are several domestic products which are like-product candidates
with respect to the imported montan wax. The first is unrefined montan wax
produced by American Lignite Products Co. (Alpco), of Ione, Calif. 1It, like
the imported wax, is distilled from lignite with the use of chemical solvents
and is used primarily in the production of one-time carbon paper. Alpco is

the only domestic producer of this product in the United States. The other

/ 19 U.S.C. § 1677(4)(A).
/ 19 U.S.C. § 1677(10).
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products are Bareco, Moore & Munger, Frye and Carnauba waxes.

The Moore & Munger, Frye, and Bareco waxes are modified microcrystalline
waxes. They are produced from different raw materials, through a different
production process than unrefined montan wax, and have a different chemical
composition. Carnauba wax is a natural vegetable wax which is also derived
from a different raw material, through a different production process than
unrefined montan wax, and it also has a different chemical makeup.

It is clear from the hearing transcript that the substitutability of
Carnauba wax for montan wax is not direct, but requires changes in the formula
for the end ﬁroduct. 3/ Moreoever, there is not a large amount of
subsititution of Carnauba wax for unrefined montan wax because it is priced
significantly higher. 4/

Although petroleum-based Bareco, Moore & Munger, and Frye waxes were
priced competitively with Alpco's wax in 1979, by mid-1980 they were priced
higher. Furthermore, substitution of these products for unrefined montan wax
would require changes in the ink formulations and could affect the qualitv of
the end product. 5/

For these reasons, we conclude that the would be substitutes are not
sufficiently akin to the imported montan wax to be considered like products.
We do find the montan wax produced by Alpco to be like the imported wax.
Accordingly, since Alpco is the only domestic producer of the product which is

like the unrefined wax from East Germany sold at less than fair value (LTFV),

it comprises the domestic industry.

3/ Hearing Transcript at 138, 139, 149, and 150.
4/ Staff Report at A-38.
5/ 1d. at A-39.



Section 771(4)(D) of the Act directs the Commission to assess the effect
of dumped imports in relation to the U.S. production of a like product if
available data permit the separate identification of that product in terms of
such criteria as the production process or the producers' profits. 1In this
investigation, however, the like product constitutes almost all of production
of the industry and, therefore, total industry data are considered to give an

accurate reflection of the industry.

Material injury by reason of LTFV imports

Section 771(7) of the Act directs the Commission to consider, among other
factors, (1) the volume of imports of the merchandise under investigation, (2)
their impact on domestic prices, and (3) the consequent impact on the domestic

industry. 6/

Volume of imports.--Imports of unrefined montan wax from East Germany

increased steadily from 1977 through 1980, with a substantial increase shown
in 1980. This increase in imports reflected an effort to buildup inventories
in anticipation of a dock strike in the fall of 1980. However, the build-up
continued through the end of the year, even after the threat of a dock strike
had passed. Subsequently, there was a radical drop in the volume of imports
in the first quarter of 1981, and then a substantial increase in the second

quarter of 1981l. Thus, in the period June 1980 through June 1981, imports

increased not only in absolute volume, but also relative to U.S.

6/ Specific company-related data are confidential and cannot be discussed in
this public document.



consumption, with the ratio of shipments of imports to consumption reaching
its highest level in the fourth quarter of 1980. Overall, shipments of
imports increased their share of the U.S. market by eight percentage points
from 1977 through 1980. Despite a decline in the absolute volume of shipments
of imports in the first six months of 1981, their share of the market
increased by two percentage points when compared with the corresponding period

in 1980.

Effect of LTFV imports on domestic prices.--Price comparisons were made

between Alpco's type 1650 wax and the imported Romonta type 6715 wax. These
two products were chosen for comparison because they are the two products used
most often in the production of one-time carbon paper and are the two that
compete most directly. In every quarter in the three and a half years in
which the comparisions were made, the imported product undersold the domeétic
product by weighted average margins ranging from 9.3 percent to 24.2
percent. 7/ 1In July-September of 1980, and again in January-March of 1981,
the domestic producer lowered its price by 2.5 cents and 1.5 cénts,
respectively, in an attempt to compete with the imported wax. These price
reductions during a period of increasing production costs, coupled with the
large margins of underselling, are clear indications of price depression.
Evidence on lost sales was not overwhelming, however, one company cited

as a lost sale substantially decreased its purchases of the domestic product

7/ Pricing information was also obtained on the substitute products. As
mentioned earlier at the present time they are priced signifcantly higher than
the unrefined montan wax and do not seem to be a depressing factor in the
market.
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and increased its purchases of the imported product citing price as a major
factor in its decision. Other companies show increased purchases of the

imported product while purchases of the domestic product remained stable. 8/

Impact on the domestic industry.--The economic indicators present a

picture of a domestic industry in reasonably good health up until 1980.
Production in the U.S. industry increased from 1978 to 1979 énd the ratio of
production to capacity during this time period was above 90 percent. Domestic
shipments increased from 1978 to 1979 and inventories remained at a low
level. Financial data provided by Alpco show that its gross profit increased
from 1978 to 1979 as did its operating profit and net profit before taxes.
From 1980 to the present time, however, the economic indicators give
clear evidence of an industry suffering material injury. Production declined
in 1980 and again in the first six months of 1981. The ratio of productién to
capacity fell sharply, in part because of the decline in production, but also
because of increases in capacity resulting from the installation of new, more
efficient equipment. Shipments of the domestic producer dropped substaﬁtially
from 1979 to 1980, a trend that has continued in the first six months of
1981. Inventories remained fairly low but show an increase at the end of June
1980, the time the effect of the injury first became apparent. In fact, by

July of 1980, the producer indicates he had no more back orders and was forced

§/ Chairman Alberger, Vice Chairman Calhoun, and Commissioner Stern also
note that the price sensitivity of unrefined montan wax is difficult to
determine. There is testimony that at least one purchaser was willing to
switch with a price difference of only 1 cent a pound while others continued
to purchase the domestic wax although it was being undersold by almost 10
cents a pound.



to begin producing as the orders came in. Alpco reported a number of plant
shut-downs in the period July-December of 1980. This drop in production and
shipments had its effect on employment, which dropped substantially. Although
some of this drop in employment may have been the result of the new, more
efficient machinery, much of it is attributable to the decline in production
and shipments, and the consequent plant shut-downs.

Perhaps the most telling indication of material injury is in the
financial experience of the domestic producer. In the accounting year ending
on May 31, 1981, Alpco's net sales fell by almost 30 percent. Operating
profit fell sharply in 1981 as did the operating profit margin. The company
showed a pre-tax loss which resulted from declining sales and increased
interest expense.

Alpco apparently first became aware of its declining orders in early 1980
and noticed the impact of the imports in June of 1980. This coincides with
the time period when the margins of underselling were at their highest.

During 1978 and 1979, prior to the period of Commerce's investigation, Alpco
was producing at near capacity and doing so profitably. The margins of
underselling declined only in January-March of 1981, when the average price of
the domestic product was reduced, thus further aggravating Alpco's financial
difficulties.

The respondent has argued that if there is any material injury suffered
~ by the domestic industry, that this injury is due entirely to "vicissitudes
unrelated to imports,' namely, inefficiencies which were exacerbated by costs

of solvents and natural gas, the high costs of raising money for investments,



unwillingness to maintain higher inventories, the low wax content of its
lignite, a transportation cost disadvantage, declining export sales and price
competition from Carnauba wax. This view is not supported by the record in
this investigation.

First, the domestic industry did have certain operating inefficiencies
when it was purchased by the current owners in 1977. This was admitted by the
petitioners at the hearing. 9/ However, despite these inefficiencies Alpco
was doing well in 1978 and 1979, while being undersold by an average weighted
margin of approximately 13 percent. These admitted inefficiencies,
themselves, therefore, did not seem to have an injurious effect although
Alpco's new owners recognized them from the beginning and made substantial
investments in new machinery to improve their efficiency. 1In late 1979 and in
1980, however, when Alpco should have been able to realize the benefits of its
investments, the margin of underselling increased to more than 20 percent.
Despite its efforts to be more efficient, the domestic producer was hit by
substantial cost increases for energy and solvent. 1Its attempts to pass these
costs on to its customers were thwarted by the low price of the imported
product. In fact, petitioner was forced to roll back its prices. This price
reduction did not increase sales, however, as the price of the imported
product increased only slightly and the margin of underselling remained above
20 percent. The resulting drop in profitability had the effect of interfering
with the ability of Alpco to raise the capital needed to make further
investments in equipment to improve operating efficiences, particularly with

respect to energy usage.

9/ Transcript, at 12.
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As to respondents' argument that Alpco was unwilling to maintain high
inventories, the company's ratio of production to capacity indicates that
prior to 1980, Alpco was operating at more than 90 percent of capacity. Thus,
it was producing and shipping almost as much as it could, with little product
available for building inventories.

Higher transportation costs for shipping montan wax from California to
carbon paper manufacturers, most of whom are located east of the Mississippi,
place Alpco at a disadvantage when compared with the importer located in New
Jersey. This disadvantage has been in effect, however, since Alpco's
inception and whatever negative effect it may have had could not have been
major since Alpco had no problem with declining sales prior to late 1979 and
particularly 1980.

The legislative history of the Act indicates that the law does not
contemplate that the cause of material injury from LTFV imports be weighed
against other factors which may be contributing to over-all injury to the
domestic industry. In this case, there are many factors which have
contributed to the injury, but given the increasing volume of imports and the
high margin of underselling, there is no doubt that these LTFV imports are a

cause of material injury.

10
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On September 8, 1980, the U.S. International Trade Commission and the
U.S. Department of Commerce received a petition from American Lignite Products
Co. (Alpco) of Ione, Calif., alleging that montan wax from East Germany,
provided for in item 494.20 of the Tariff Schedules of the United States
(TSUS), is being, or is likely to be, sold in the United States at less than
fair value (LTFV). Accordingly, effective September 8, 1980, the Commission
instituted preliminary antidumping investigation No. 731-TA-30 (Preliminary).
On October 23, 1980, the Commission unanimously determined, on the basis of
the information developed during the course of investigation No. 731-TA-30
(Preliminary), that there was a reasonable indication that an industry in the
United States was being materially injured, or was threatened with material
injury, by reason of imports from East Germany of montan wax which are
allegedly being sold at LTFV. 1/ As a result of the Commission's
determination, the Department of Commerce continued its investigation into the
question of sales at LTFV.

*On March 4, 1981, the Department of Commerce made a preliminary
determination that there is a reasonable basis to believe or suspect that
exports of unrefined montan wax from East Germany are being, or are likely to
be, sold in the United States at LTFV within the meaning of section 731 of the
Tariff Act of 1930 (19 U.S.C. 1673). 2/ As a result of this preliminary
determination by Commerce, effective March 4, 1981, the Commission instituted
investigation No. 731-TA-30 (Final) to determine whether an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry in the United States is materially retarded,
by reason of LTFV imports of unrefined montan wax from East Germany.

Notice of the Commission's institution of investigation No. 731-TA-30
(Final), 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 Commission, Washington, D.C., and by publishing the notice
in the Federal Register of March 25, 1981 (46 F.R. 18633). Subsequent to the
posting of the notice, however, the Department of Commerce extended the period
for its final determination for up to 60 days. Accordingly, the Commission
postponed (46 F.R. 25376) and later rescheduled (46 F.R. 32702) its
hearing. 3/ Commerce made its final LTFV determination on July 22, 1981 (46
F.R. 38555). This determination was revised on August 25, 1981. A full
discussion of that determination is presented in the section of this report
entitled "Nature and Extent of Sales at LTFV." The Commission's hearing was
held in Washington, D.C. on July 20, 1981, 4/ and its vote in the
investigation was made on August 26, 1981.

1/ A copy of the Commission's preliminary determination is presented in app.
A :
Z/ Copies of Commerce's preliminary determination and revised preliminary
determination are presented in app. B.

é/ Copies of the Commission's notices are presented in app. C. 1

_&/ A list of witnesses appearing at the hearing is presented in app. ﬁf.
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Previous U.S. International Trade Commission Investigation
Concerning Montan Wax

On October 28, 1955, the Secretary of the Treasury advised the Chairman
of the United States Tariff Commission (former name of the U.S. International
Trade Commission) "that montan wax in its crude form from the Soviet Zone of
Germany and from Czechoslovakia is being, or is likely to be, sold in the
United States at less than fair value."” The Tariff Commission then conducted
investigation No. AA1921-6 to determine whether imports of montan wax
were injuring or were likely to injure a domestic industry.

A hearing was held in connection with the investigation on January 10,
1956. On January 18, 1956, a press release was issued which stated that after
"investigation in accordance with the provisions of section 201(a) of the said
Antidumping Act, the Commission, by unanimous opinion, has determined that the
domestic industry producing montan wax is not being, and is not likely to be,
injured by reason of the importation of crude montan wax from East Germany or
from Czechoslovakia."ql/

Descriptions and Uses

Unrefined montan wax is a hard, brittle mineral wax found in lignite or
brown coals and generally extracted from them with the use of solvents.
Although it has been used in the production of floor and shoe polishes, and as
a mold release agent, its main use in the United States is as a flow agent in
the manufacture of one-time carbon paper.

Lignite, from which the montan wax is extracted, is a soft low-grade
coal, classified between peat and sub-bituminous coal. Wax-bearing lignite is
found in those areas where the plants from which the coal was eventually
formed had a high wax content. This wax was preserved in the coal.

Genetically, montan wax is a fossilized plant wax and is similar to vegetable
waxes in many of its characteristics and uses.

To produce montan wax economically, it is necessary to find a source of
lignite with a high wax content and a low resin content. Worldwide, the
principal sources of lignite suitable for producing montan wax are in the Rob-
lingen area of East Germany and in Amador County, Calif. The world's two
principle facilities for the production of montan wax, VEB Braunkohlenkombinat
of East Germany and Alpco of California, are located near the source of the
raw material. There have been reports of some production in Russia and China,
but there have been no imports from these countries in recent years and
production may have been discontinued due to a shortage of suitable lignite.

The imported product

Romonta montan wax.—-The imported product which is the subject of this
investigation is unrefined montan wax from East Germany. It is sold under the
brand name Romonta.

i/ A copy of the Tariff Commission's press release announcing this
determination is reproduced in app. E.
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In East Germany the lignite is mined using the open-pit method. The
coal, which has a moisture content of less than 50 percent, is dried to a
moisture content of * * * percent and then crushed to a grain size of 0.2 to 2
millimeters. The crushed lignite is then placed in an extraction machine with
hot organic solvents where the wax itself is extracted using the
countercurrent principle. The solvents used vary but they generally contain
some combination of benzene and ethyl alcohol. The actual solvent mix used at
the present time is proprietary. The wax is then separated from the solvent
by distillation and by blowing in steam. It is then mixed with various
chemicals to produce specific grades of unrefined montan wax. The finished
wax is cast into small blocks, or sprayed in a special unit to form a fine
granulate, or, while still in liquid form, poured into heatable tank cars or
trucks. Most of the unrefined montan wax imported into the United States is
in the granulated form.

VEB Braunkohlenkombinat produces several grades of montan wax which it
ships throughout the world. There are five grades being exported to the
United States at the present time. The Romonta "regular" or "normal"” grade is
in the crudest state. Romonta 6715 is a very hard dark wax in which the resin
content is reduced and the asphalt content increased. This is the grade used
most often in the production of carbon paper. Romonta 76 is also a hard dark
wax and is considered an improved form of type 6715. Romonta CP-77 is a
premium product. All of these grades can be used in the production of
one-time carbon paper. The fifth grade exported to the United States is
called Romonta-Y, a specially formulated wax with a low ash content for
precision molding. It is not believed to be used in the production of
one-time carbon paper at the present time.

An estimate of the share of imports of each grade in 1980 is shown in the
following tabulation:

Share of total

(Percent)
Regular--————=—————————— e~ kkk
6715———- - - *kk
76 kkk
CP-77- * %k
Romonta-Y ——— - kkk
Total--—=———- _— 100.0

The U.S. importer.--There is one importer of montan wax from East Germany
in the United States--Strohmeyer & Arpe Co., Inc., of Millburn, N.J. It is
the exclusive distributor of the East German product in both the United States
and Canada and is a wholly owned subsidiary of Chr. Bjelland & Co., Inc., a
ma jor international food supplier also located in Millburn, N.J.

Strohmeyer has been in the wax business for more than 75 years and is one
of the largest suppliers of natural waxes in the world. It has been importing
unrefined montan wax from East Germany since 1907. Its agreement with VEB
Braunkohlenkombinat as exclusive distributor runs for a period of sever
years, however, the price and quantity of purchases are negotiated on an
annual basis.
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The unrefined montan wax is exported from East Germany by AHB
Chemie-Export-Import, a government foreign trade organization responsible for
exporting chemical products. VEB Braunkohlenkombinat delivers the product to
Hamburg, West Germany, where the importer takes control of the goods.

As stated previously, the importer handles five grades of montan wax. In
addition, Strohmeyer imports Carnauba wax from Brazil, candelilla wax from
Mexico, beeswax from Chile, Mexico, Dominica, Ethiopia, Tanzania, Australia,
New Zealand, Brazil, and Argentina, Japan wax from Japan, bayberry wax from
Colombia, and ouricury wax from Brazil.

The East German producer.--The world's major producer of unrefined montan
wax is VEB Braunkohlenkombinat of the Roblingen area of East Germany. It
accounts for approximately * * * percent of total world production. VEB
Braunkohlenkombinat is part of a state-—owned lignite works called "Gustav
Sobottka."” The lignite works include open-cast mines, railroad installations
for transporting the lignite to the refineries, briquetting and wax
refineries, a power plant, and the firm's internal lines for electric power
and steam. Lignite is mined to provide fuel for generating electricity and
for compression into briquettes for other requirements. The lignite
briquettes are used throughout East Germany and exported to other European
countries. The onsite electric generation plant supplies power for the public
population in the surrounding area as well as company requirements.

When lignite with highwax content is encountered during the mining
process, it is diverted to the wax plant. After the wax is extracted, the
lignite residue is used in the production of briquettes. The plant produces
* * * million pounds of montan wax a year, which is exported to 40-50
countries throughout the world.

Tariff treatment.--Montan wax is classifiable under item 494.20 of the
TSUS. Imports are duty free from all countries. The duty-free status was
provided for in the Tariff Act of 1930 as originally enacted and has been
bound since June 1951 as a concession granted by the United States in the
General Agreement on Tariffs and Trade.

On at least two occasions in recent years, attempts have been made in
Congress to have a duty placed on montan wax. In July 1978, a bill was
proposed (H.R. 13412) to provide a column 2 rate of duty of 6.5 cents per
pound. The bill was never reported out of Committee. In March 1980, H.R.
5242 was proposed to amend the TSUS by deleting current item 494.20, which
provides for duty-free treatment of imports of montan wax from all countries,
and substituting new items 494.19 and 494.21 in lieu thereof. Item 494.19
would cover unrefined montan wax and provide for a column 1 duty rate of free
and a column 2 rate of 11 cents per pound, thus maintaining the duty-free
status of imports from countries entitled to most-favored nation treatment
while imposing a duty on imports from.all other sources including East
Germany. TItem 494.21 would cover all other montan wax which would be duty
free in both column 1 and column 2. This bill also was never reported out of
Committee.
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The domestic product

Alpco montan wax.--Unrefined montan wax is produced in the United States
by one producer, Alpco of Ione, Calif. The means of extracting the wax is
basically the same in the California plant as it is in the East German
facility.

First, lignite with a sufficiently high wax content must be found. Once
located, the suitable lignite, which has a moisture content of roughly * * *
percent, is mined and stockpiled, then taken to the plant where it is dried
and crushed to a grain size of 0.2 to 2 millimeters. After being sifted to
remove the fine particles (fines) which would clog the machinery, the crushed
lignite is placed in an extraction machine where hot solvent is poured through
it, removing the wax from the lignite. This solution is then distilled to
remove the solvent, which is circulated through the system to be used again.
Prior to 1979, the fines which were sifted out were unusable. With the
addition in that year of a fines plant, however, these fine particles became
subject to an extraction process whereby they are dipped in hot solvents. The
solvent is then distilled to separate the wax as in the other process.

After distillation, the wax is moved to a mixing tank where chemical
additives are introduced. Finally, the liquid wax is placed on a cold roll to
solidify, after which it is chipped and bagged.

Unrefined montan wax is produced in the United States in two grades, type
1650 and type 16, both of which are used in the production of one-time .carbon
paper. Both grades are priced the same, but over * * * percent of Alpco's
business is in type 1650. Approximately * * * percent of the company's sales
by volume are of these two grades. The remaining * * * percent of Alpco's
sales are of a refined montan wax, type 400, which is priced substantially
higher than type 1650 and type 16, and is not used in the production of
one-time carbon paper.

The U.S. producer.—-Alpco began operations in 1947. It was formed by an
Eastern U.S. family in the coal business. The company initially intended to
produce briquettes for use as a fuel, but the lignite proved to be
unsatisfactory for this use. It was discovered to contain appropriately high
levels of wax for the production of montan wax, however, and the company began
the commercial production of that product during 1948. The only other sources
of montan wax at that time were East Germany and, to a much lesser extent,
Czechoslovakia.

In 1968, the company was sold to the Interpace Corp. of Parsippany, N.J.
Interpace had extensive mineral-processing and mining operations in Amador
County, Calif. 1In 1975, following a change in management, Interpace decided
to sell the montan wax plant. After more than a year on the market, three
employees made an offer to purchase the plant in early 1977. The offer was
accepted and Alpco went into operation under new ownership on June 1, 1977.

The company presently has a sublease on lignite deposits which runs to
the year 2050. The sublease provides Alpco with rights to all lignite with a
wax content above * * % percent on * * * acres of land. In addition, it has
rights to two other tracts of land, one of * * * acres, and another ®P * * *
acres. In order to ensure an adequate supply of lignite with a suitable wax
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content, the company does exploratory drilling every year to determine the wax
content of the lignite at the various locations and plan the order in which
the lignite will be mined. Deposits of lignite are then classified as pro-
ven, 1/ probable, 2/ or indicated. 3/ Alpco has mining reports which estimate
proven reserves for * * * years, probable reserves for * * * years, and
indicated reserves for * * * years. 4/ Alpco contracts with a mining company
that mines the lignite in the summer and stockpiles it, then delivers it to
the plant, as needed, on a daily basis. Lignites with different wax contents
are combined during production to maintain an average wax content of
approximately * * * percent. This facilitates the production of a consistent

quality of montan wax.

Competitive products

Unrefined montan wax is considered to be the product with the best
combination of properties for use in the production of one-time carbon paper.
Those properties which make it the preferred product are its flow and binding
qualities, which enhance its ability to spread and bind the other ingredients
to the paper, its hardness, which provides a clear sharp image, and its high
melting point, which serves to stabilize the end product even under adverse
conditions. There are, however, other waxes both synthetic and natural which
have characteristics similar to unrefined montan wax (although they have
different chemical compositions) and which can be used to complement unrefined
montan wax, or act as a substitute for it in this use. The Bareco, Moore &
Munger and Frye waxes, which are discussed below, have generally the same
properties as montan wax but not to the same degree or in the same
combination. Carnauba wax, which is discussed on the next page, has greater
hardness but lacks in flow qualities. The use of any of these products to
replace montan wax would require substantial reformulations. In addition to
inherent differences, the price of these products makes them commerically
unattractive at the present time.

Bareco waxes.--The Bareco WB series of waxes are produced by the Bareco
Division of the Petrolite Corp. Bareco WB's are modified microcrystalline
waxes which are derived from petroleum. When petroleum is distilled by
heating (in a still), several products are removed at various boiling points.
After these products (such as light petroleum gases, gasoline, naphtha,
kerosene, paraffin wax distillate, and others) have been removed, a residue
remains in the still which will not distill without decomposition. The
microcrystalline wax is derived from this residue by a complex series of
solvent separations.

There are particular Bareco waxes (WB 5, 7, 10, 11, 14, and 16) which are
used in the production of one-time carbon paper. Petrolite reported that all

1/ Proven--Drilled and assayed on 100-foot centers; sufficient data to
assure the wax yield after mining with plus or minus 5-percent accuracy.

2/ Probable--Drilled on 500-foot or closer centers; sufficient data to give
reasonable indication of the grade plus or minus 10 percent.

3/ Indicated--Drilled on greater than 500-foot centers; data indicates
existence of deposition and rough characterization of grade.

i/ A summary of Alpco's wax-bearing lignite reserve estimate is provided in .
app. F. A-
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sales of these products from 1977 to the present time have been to one-time
carbon paper manufacturers.

Moore & Munger waxes.——Other modified microcrystalline waxes used in the
production of one-time carbon paper are Moore & Munger D-6070 and Frye D-6072,
both products of Moore & Munger, Inc., of Fairfield, Conn. They are derived
from petroleum in a process similar to that of the Bareco WB waxes. Like the
Bareco waxes, the Moore & Munger and Frye waxes are used as flow and wetting
agents, and all of the sales of these products are to one-time carbon paper
producers.

Carnauba wax.-—-Carnauba wax is a natural vegetable wax which is derived
from the fronds of the Carnauba palm. This wax is produced only in
northeastern Brazil where it occurs as a coating on the leaves of the Carnauba
palm. Carnauba palms grow to a height of about 35 to 40 feet and bear a crown
of fan-shaped leaves. The leaves are cut during the dry season, then dried,
shredded, and flailed with a stick or by machine to remove the wax, which is
collected as a powder. Each tree produces roughly 3 ounces of wax per year;
however, total annual production is over 25 million pounds.

‘Carnauba is a very hard wax with a high melting point and superior
emulsifying properties as well as a high luster. It is used in high grade
waxes for automobiles, floors, furniture, and shoes, as well as in multiple-
use and one-time carbon paper.

U.S. Market

Unrefined montan wax is used in combination with mineral oil, paraffin,
and carbon black in the production of one-time carbon paper ink. There are
three types of customers for the product: those who make the carbon paper ink,
those who make one-time carbon paper, and those who make the whole business
form. These firms may use Alpco and Romonta waxes in the same ink or they may
use one or the other in separate formulations. A user generally does not
substitute one unrefined montan wax for the other in any given formula,
however, because of the chemical variations in the waxes and the precision in
the formulas. Once a formula is established which combines the four basic
ingredients in a satisfactory manner, the use of montan wax from a different
source would require a reformulation of all the ingredients.

Consumption of unrefined montan wax

Apparent U.S. consumption of unrefined montan wax (based on U.S.
shipments made by Alpco and Strohmeyer) increased annually from 1977 to 1979
and then fell slightly in 1980. A continued decline is indicated during
January-June 1981 as shown in the following tabulation:

- Apparent U.S. consumption
1,000 pounds

1977 1/——— - *xk ‘ A7
1978-=——~ - *kk '
1979--- - Kk k




1980 *kk
January-June--
1980~ - *dkk
1981 k%

i/ Based on an estimate of Alpco's domestic shipments for January-May 1977
of * * * pounds.

From 1977 to 1978, apparent U.S. consumption of unrefined montan wax
increased by * * * pounds or * * * percent. In 1979, consumption increased by
* * % pounds or * * * percent, and in 1980, it decreased by * * * pounds or
* * * percent. The first 6 months of 1981 shows a decline of * * * pounds or
* * * percent when compared with the January-June of 1980.

The single largest use of one-time carbon paper is in manifold business
forms. The use of these forms is tied closely to the computer industry, and
the market for them has been steadily increasing since 1977 according to data
in the 1981 U.S. Industrial Outlook, published by the Department of Commerce.
The business—-form industry experienced one of its best years in 1979. This
growth continued through January-March 1980, but, beginning in April or May of
that year, the industry experienced a slowdown which lasted throughout the
remainder of the year and will likely mean continued slower growth through
1981. Although competing paperless technologies will displace some forms
usage, forms industry shipments are expected to grow an average of 12 percent
a year through 1985. A more imminent concern to the unrefined montan wax
industry is the use of other waxes in the production of one-time carbon paper
inks.

Consumption of competitive products

The producer of the Bareco WB 5, 7, 10, 11, 14 and 16 waxes reported that
all of these waxes may be substituted for unrefined montan wax in one-time ink
formulations "although when the substitution is made, the formula must, at the
least, be rebalanced and in the more complex cases, the formula must be
completely revised.” He stated, however, that Bareco waxes differ in raw
materials and chemical composition from unrefined montan wax. Total U.S.
shipments of Bareco waxes are shown in the following tabulation.

Quantity
1,000 pounds

1977 : *¥kk
1978 - kkk
1979 - - kA%
1980- - % k%

The producer of the Moore & Munger D-6070 and the Frye D-6072 waxes
reported that these products are the "functional equivalent to unrefined
montan wax, and can be used as its substitute, or in conjunction with it in
the manufacture of one-time carbon paper.” Total U.S. shipments of these
waxes are shown in the following tablulation:



Quantity
1,000 pounds

1977 *hk
1978 * %k
1979 - kK
1980 *kk

Total imports of Carnauba wax are shown in the following tabulation:

Quantity
1,000 pounds

1977 5,021
1978- - 8,487
1979 6,507
1980 5,731

These figures indicate that imports of Carnauba wax fluctuated throughout the
period. It should be noted that Carnauba wax is used primarily for products
other than one-time carbon paper.

The Robert A. Baldini Co. of New Jersey, a subsidiary of Strohmeyer &
Arpe Co., is an importer of Carnauba wax. This company reported that to
substitute Carnauba for unrefined montan wax, the "formulation changes and
risk involved are not minor from a chemical and business point of view,” and
that to substitute Carnauba wax for unrefined montan wax would be more
difficult than to change from one montan wax to the other.

Nature and Extent of Sales at LTFV

On July 22, 1981, the Department of Commerce made a final determination
that unrefined montan is being sold in the United States at LTFV. Margins
were found on 75 percent of the merchandise sold to the unrelated U.S.
purchaser during the period April-September 1980, and ranged from 5.2 to 13.3
percent. The weighted average margin over all sales was 6.58 percent.
Commerce calculated the margins using a constructed value of specific factors
of production in East Germany, based on similar costs in West Germany. Com-
merce subsequently revised this margin to 13.02 percent on August 25, 1981. 1/

Consideration of Material Injury -

Data presented in this section on Alpco's production, capacity,
shipments, inventories, and employment include the operations on type 400
montan wax, which is a refined product. Alpco estimates that type 400 wax
accounted for about * * * percent of its total shipments in 1980; therefore,
data in the following discussions overstate Alpco's unrefined montan wax
operations by that amount. The inclusion of type 400 wax in the analyses has
only a very minor effect and causes no noticeable distortions.

A-9

1/ Copies of Commerce's final determination and revised final determination
are presented in app. G.
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U.S. production, capacity, and capacity utilization

Total domestic production of montan wax is shown in the following
tabulation:

Quantity
1,000 pounds

June-December 1977 1/------- k%
1978- * k%
1979-~-- - kkk
1980- * kK
January-June:
1980 * k%
1981 k% k

Production of montan wax rose by * * * pounds, or by * * * percent, from
1978 to 1979. It dropped by * * * pounds in 1980, representing a decline of
* % % percent. Figures for January-June 1981 compared with the corresponding
period of January-June 1980, show production dropped by * * * pounds, or by
* % % prcent.

Unrefined montan wax is produced by continuous operation of the production
facilities. When in full operation, the plant runs 3 shifts a day, 7 days a
week. Data on Alpco's productive capacity for montan wax are shown in the
following tabulation:

Quantity
1,000 pounds

June-December 1977--—————- *kk
1978 —-_— —_ *kk
1979--—- -— *k%k
1980~ —_— *kk

These figures show an increase in capacity from 1978 to 1979 of * * *
pounds, or * * * percent. This increase was due to the installation in March
1979 of a solvent recovery system which allows for the extraction of wax from
previously unusable lignite fines. This system increased capacity by * * *
million pounds a year.

Capacity figures show another increase in 1980 of * * * pounds, or * * %
percent. This increase was attributable to the fines plant being operational
for the entire year and to the installation of a surge system in July 1980,
which reportedly improved extraction equipment utilization and eliminated down

time. The new surge system brings total annual capacity as of January 1,
1981, to * * * million pounds. . :

1/ As Alpco began operations under present ownership on June 1, 1977, all

economic data for 1977 were reported only for June-December. A10
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Alpco reported that it had no plant shutdowns in January-June 1980.
During July-December 1980, the plant was shutdown * * * times for a total of
% * * days due to a reduction in orders. Alpco's capacity utilization is
shown in table 1.

Table l.--Unrefined montan wax: U.S. production, capacity, and ratio of pro-
duction to capacity, June-December 1977, 1978-80, January-June 1980, and
January-June 1981

: . : . :Ratio of produc-
Period . Production . Capacity gj stion to cspacity

: 1,000 pounds : 1,000 pounds : Percent
June-December 1977---: *kk . k% . *kk
1978 : *kk o kkdk . kK
1979 . *k% . *kk . k%
1980- : kkk o k% *kk

January-June: : : :

1980 : : kkk o kkk o *kk
1981~ H k% . k%% *k%

oo
oo

1/ Based on operating 3 shifts a day, 7 days a week.

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

Capacity utilization declined * * * percentage points, from * * * percent
in 1978 to * * * percent in 1979, as capacity increased by * *# * percent and
production increased by only * * * percent. In 1980, the ratio of production
to capacity fell sharply, to * * * percent, as capacity increased by * * *
percent and production declined by * * * percent. Capacity utilization
remained low, but improved slightly to * * * percent in January-June 1981.

U.S. producer's domestic shipments

Data on the U.S. producer's domestic shipments of montan wax are shown in
the following tabulation:
Quantity
1,000 pounds

June-December 1977 - kK
1978-—————~——— kk%
1979-- - - kel
1980- -= - *kk
January-June--

1980~ . - *kk

198] === — *k%

A-11
These figures show that shipments increased from 1978 to 1979 by * * *
pounds, or by * * * percent. Shipments declined in 1980, however, by * * %
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pounds, or * * * percent. Figures for January-June 1981 compafed with figures
for the corresponding period of 1980 show a drop in shipments of * * * pounds,
or * * * percent.

The value of domestic shipments is shown in the following tabulation:

Value Unit value
(1,000 dollars) Cents per pound

June-December 1977-—---- *kk *kk
1978 *kk *kk
1979 -~ *kk k&%
1980~ k% k%

These figures show that the value of shipments increased steadily from
June 1977 through December 1980. The average value per pound increased by
* % % cents, or * * * percent, from June-December 1977 to December 1978, and
by another * * * cents, or * * * percent, from 1978 to 1979. There was a
continued increase in 1980 of * * * cents per pound, or * * * percent. The
overall increase in the value per pound of shipments from June-December 1977
to December 1980 was * * * percent.

U.S. producer's exports

U.S. exports of montan wax are made primarily to Canada and the Far East,
particularly Japan, and accounted for about * * * percent of Alpco's total
shipments in 1980. Quantity, value, and value per pound of exports are shown
in table 2.

Table 2.--Unrefined montan wax: U.S. exports, June-December 1977

and 1978-80
Period 3 Quantity f Value f Unit value

: 1,000 pounds : 1,000 dollars :Average unit value

: : : cents per pound
June-December 1977-———--: kkk 3 kkk 3 k%
1978 : *k%k . k% . Kkk
1979 — . kkk . kkk . fkk
1980~ - T kkk . *kk kk

.

.
. .
.

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

Exports increased from 1978 to 1979 by * * * pounds, or * * * percent.
They declined substantially from 1979 to 1980, by * * * pounds or * * *
percent. The value of exports increased by * * * from 1978 to 1979, an
increase of * * * percent, and declined in 1980 by * * * or * * * percent.
The average unit value of exports increased steadily throughout the period,A'12
paralleling that of domestic shipments.
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U.S. producer's inventories

Alpco's end-of-period inventories of unrefined montan wax fluctuated
markedly throughout the period for which information was requested but

remained small, as shown in the following tabulation:

Quantity
1,000 pounds

1977 *hk
1978--- k%
1979 *k%
1980~ *kk
June:

1980 *kk

1981 k%

Inventories were * * * pounds higher at the end of 1980 than they were at

the end of 1979, and had increased by another * * * pounds by June 30, 1981.

Ratios of inventories to production and shipments remained at low levels
throughout the period, as shown in table 3. End-of-period inventories on a
monthly basis from January 1979 through June 1981 are shown in figure 1.

Table 3.--Unrefined montan wax: Alpco's ratios of inventories to production
and to domestic shipments, June-December 1977, 1978-80, January-June 1980,

and January-June 1981

(In percent)

e

Ratio of inventories to--

Period

; Production : Do?estic
: : shipments
June-December 1977-- - : 1/ 2/ : WAELL
1978 - : - = kkk . T kkk
197 9-—————==——————=—== : Kkk Kk
1980 : *k%k . Kk
January-June—- : :
1980~ - : 1/ *¥x . WA LL
1981-- - : 1/ *%% T/ Hxk

1/ Based on annualized production and shipment data.
2/ Less than * * * percent.

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

U.S. International Trade Commission.

Delivery lead time

The producer and importer‘provided estimates of their averageAtkhd time
to major customers of montan wax as an indicator of their ability to meet

demand.
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The domestic producer reported delivery lead times of * * * yeeks in
1977. This went up to * * * weeks in 1978 and as high as * * * weeks in
January-June 1979. This occurred during a time of increased production and
shipments. Lead time then dropped to * * * weeks in July-December 1979. 1In
1980, Alpco reported delivery lead times of * * * weeks for January-March then
* * * lead time from April 1980 to March 1981.

The importer has a policy of shipping orders as soon as they come in and
reported * * * delivery lead time. It should be noted that the importer
maintains a substantial inventory which enables it to ship from stock.

Employment and productivity

Alpco's average yearly employment increased by * * * workers from * * *
in June-December 1977 to * * * in 1978 and then remained constant until 1980
when it dropped by * * * workers. The average number of workers during
January-June of 1981 decreased by * * * employees, or * * * percent, compared
with the corresponding period of 1980.

"Part of the drop in 1980 followed installation of the surge bin system.
* % * operators were eliminated when the mill- and process-operator positions
were combined into one. Supervisory responsibilities were taken from the
operators and used to create * * * foreman positions. * * * of these foremen
were hired in 1981. The remaining drop in employment in 1980 was the result
of a reduction in force. Among those released were * * *, TIn most instances,
these functions continue to be carried out, to the extent possible, by the
remaining employees. As shown in table 4, productivity has risen sharply as
the number of workers was reduced in 1980 and 1981.

Table 4.--Average number of production and related workers engaged in the
production of montan wax, man-hours worked by such workers, and output per
man-hour, June-December 1977, 1978-80, January-June 1980, and January-June
1981

:Man-hours worked:

Period Production and ¢ by production : Output per
related workers : and related : man-hour
workers :
: : : Pounds
June-December 1977-——=-- : *kk . kkk o *kk
1978- —_— *kk . k% . *kek
1979- : *kk . kkk o *kk
1980~ - kkk o k% . *kk
January-June-- : : :
1980=———— e : hkk o *kk o Kk
1981 -~ : kkk *kk o k%

.

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

CA-15
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Financial experience of the U.S. producer

Profit-and-loss experience of the overall company.--During 1978-80,
Alpco's overall net sales rose from * * * million to * * * million,
representing an increase of * * * or * * * percent. However, during the
latest accounting year ended May 31, 1981, Alpco's overall net sales fell * * *
percent to * * * million (table 5).

Table 5.--Overall profit-and-loss experience of American Lignite
' Products Co., 1978-81 1/

Accounting year ended May 31--

Item ; n ; n
: 1978 1979 1980 | 1981
Net sales 1,000 dollars—--: *xk *kk *kk o *kk
Cost of goods sold do : *kk *kk *kk o *kk
Gross profit do : *k% o *kk *khk 3 *kk
Operating expenses: : : : :
Marketing expenses do : kkk o kkk o LR 2/
Research and development do : *kk *kk o *kk o 2/
Administrative do : *kk *kk g kK 2/
Total operating expenses do : *kk *kk 3 *kk g *hk
Operating profit do : *kk *kk *kk *hk
Other income and (expense): : : : :
Other income do : *kk *kk *kk 3 *kk
Interest expense do : kkk *kk *k% kK
Total other expense (net) do : *kk *kk o kkdk Fkk
Net profit before taxes- do : *k% *k% o k% . Kk
Ratio of gross profit to : : : :
net sales percent—-: *kE g *kk kkk *kk
Ratio of operating profit : : : :
to net sales- do : *kk o *kk o *kk kkk
Ratio of net profit or (loss) : : : :
before taxes to net sales do : *kk *kk *kk k%
Ratio of cost of goods sold : : : :
to net sales do : *kk *k%k *kk o *kk
Ratio of total operating expenses : : : :
to net sales do : *kk o *kk *kk . *kk

1/ Unrefined montan wax sales accounted for * * * percent or more of the
company's total sales revenue in each of the years 1978-81.
2/ Data not available.

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

As a share of net sales, the cost of goods sold remained relatively
stable during 1978-81--ranging from * * * percent in 1979 to * * * percent in
1980. Operating expenses, as a share of net sales, declined from * * * perce ¢
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to * * * percent during 1978-80. Such expenses, however, rose to * * * percent
during 1981. Interest expense rose sharply from * * * in 1978 to * * * in
1981.

Operating profit increased from * * * in 1978 to * * * in 1979, before
declining slightly to * * * in 1980. Operating profit fell sharply to * * *
during the 1981 accounting year. The operating profit margin rose from * * *
percent in 1978 to * * * percent in 1979, dipped to * * * in 1980, and then
fell sharply to * * * percent in 1981.

Net profit before income taxes rose sharply to * * * or * * * percent of
net sales in 1979, compared with * * * or * * * percent of net sales in 1978.
In 1980, pre-tax profit dipped to * * * or *# * * percent of net sales. The
company sustained a loss of * * * or * * * percent of net sales during the
1981 accounting year. The sharp decline in profit during 1981 resulted from
declining sales and increased interest expense, which occurred in conjunction
with capital expenditures related to a capacity expansion program.

Financial condition.--Balance sheet data relative to Alpco's overall
company operations are presented in table 6. The value of total assets rose
from * * * million as of May 31, 1978, to * * * million as of March 31, 1981.
Total liabilities rose from * * * to * * * million and stockholders' equity
from * * * to * * * during this period.

The current ratio (ratio of current liabilities to current assets) ranged
from a low of * * * to * * * a5 of May 31, 1978, and 1980, to a high of * * *
to * * * as of May 31, 1979. Debt-to-equity ratios ranged from a low of * * *
percent as of May 31, 1980, to a high of * * * percent as of May 1978. Net
sales per dollar of assets ranged from a low of * * * in 1979 to * * * and
* % % respectively, in 1978 and 1980. For the 10-month period ended March 31,
1981, net sales per dollar of assets dipped to * * * compared with * * * in
the corresponding period of 1980.

A-17



A-18

Table 6.--Financial condition of American Lignite Products Co., as of
May 31, 1978-80, March 31, 1980, and March 31, 1981

As of May 31-- f As of March 31--
Item ; - . .
. 1978 ; 1979 . 1980 . 1980 ; 1981
Assets: : : : : :
Current assets: : : : : :
1,000 dollars--: *kk *kk o *kk o *kk *k%
Fixed assets: I : : : :
Cost---1,000 dollars--: *kk . kkk . *k%k o *kk 3 *kk
Accumulated deprecia- : : : : :
~tion-1,000 dollars--: k%% *kk o *kk kkk *kk
Book value : , : : : :
1,000 dollars--: . *kk *kk *kk *kk . kkk
Other assets : : : : :
l ’000 dollars——: kkk . kkxkk . *k%k H kk%k k%%
Total assets : : : : :
1,000 dollars--: *kk o *kk . *kk o *kk o k%
Liabilities and stock- : : : : :
holders' equity: : : : : :
Current liabilities : : . : : :
1,000 dollars—-: *kk *kk *kk *kk *hk
Long-term liabilities : : : : :
1,000 dollars--: *kk *kk o *k%k o k% *k%k
Total liabilities N : : : :
1,000 dollars-—-: *kk o *khk o k% o *hk 3 *khk
Stockholders' equity : : : : :
1,000 dollars--:- *kk *kk o *kk g *kk khk
Total liabilities and : : : : :
stockholders' equity : : : i :
1,000 dollars—-: *kk . *kk o *kk kkk o *kk
Current ratio : *hE ETI k% : *EE 3 * %%
Debt-to-equity ratio : : : : :
percent—-—: * k% . k%% : *kk . k%% . % %%
Net sales per dollar of : : : :
total assets---dollars--: *kk o k% %k *kk . Kk
Ratio of net profit before: : : :
income taxes to-- : : : : :
Total assets——-percent--: *kk *kk o *kk o kkk Kk k
Stockholders' equity : : : : :
percent--: *k%k . *kk *kk . kkk kK
Net investment in : : : : :
assets—----percent—--: kkk g LR *kk o *k% *kk

. 3 . . 3
. . .

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.- :
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The ratio of net profit before taxes to total assets rose from * * *
percent in 1978 to * * * percent in 1979, before declining to * * * percent in
1980. For the two corresponding 1lO-month periods of 1980 and 1981, pre-tax
profit dipped from * * * percent of total assets in 1980 to * * * percent in
1981.

Net profit, as a share of stockholders' equity, ranged from * * * percent
in 1979 down to * * * percent in 1980 for the 12-month periods. For the
10-month period ended March 31, 1981, pre-tax profit dipped to * * * percent
of stockholders' equity compared with * * * percent <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>