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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-126 (Final)

POTASSIUM PERMANGANATE FROM SPAIN

Determination

On the basis of the record 1/ developed in the subject iﬁvestigatiou, the
Commission unanimously determines, pursuant to section 735(b)(1) of the Tariff
Act of 1930 (19 U.S.C. § 1673d(b)(1)), that an industry in the United States
is materially injured 2/ by reason of imports of potassium permanganate,
provided for in item 420.28 of the Tariff Schedules of the United States,
which have been found by the Department of Commerce to be sold in the United

States at less than fair value (LTFV).

Background

The Commission instituted this investigation effective August 9, 1983,
following a preliminary determination by the Department of Commerce that
imports of potassium permanganate from Spain are being sold in the United
States at LTFV.

Notice of the institution of the Commission's investigation and of a
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 August 31, 1983 (48 F,R. 39519). The hearing was held in
Washington, D.C., on December 2, 1983, and all persons who requested the

opportunity were permitted to appear in person or by counsel.

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

2/ Commissioner Stern determines that an 1ndustry in the United States 13
materlally injured, or threatened with material injury, by reason of the
subject imports. , o1






VIEWS OF THE COMMISSION
We determine that an industry in the United States is materially injured
by reason of imports of potassium permanganate, from Spain with respect to
which the Department of Commerce has made a final affirmative determination of -

sales at less than fair value (LTFV). 1/

The 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 éf that product.” 2/ Section 771(10), in turn,
defines "like product" as "a product which is like, or in the absence of like,
most similar in characteristics and uses with, the article subject to" thig
investigation. 3/

The product under investigation is potassium permanganate from Spain.

Potassium permanganate is a compound of manganese, potassium, and oxygen. It

exists at room temperature as a dark purple crystalline solid of rhombic shape

e Ad PO Py e b ot abe

1/ In sum, Commissioner Stern notes that the domestic industry in this
investigation has experienced economic and financial hardship, and that some
of these difficulties are the result of material injury which exists by reason
of LTFV imports of potassium permanganate from Spain. Although the sole
domestic producer lost its major customer during the period under review for
reasons unrelated to imports, an analysis of the industry's performance shows
that the industry's injury went beyond the loss of this customer. Declining
profits and a decrease in the domestic industry's market share was coincident
with both absolute and relative increases in imports from Spain. Price
suppression and underselling of the domestic product were found to exist, and
were particularly significant since most imports from Spain are sold to local
municipalities on a bid basis. Also, extensive lost sales data based on
actual contracts lost by the domestic producer further substantiate the
conclusion that LTFV imports from Spain have had a materially injurious effect
on the domestic industry.

2/ 19 U.s.C. § 1677(4)(A).

3/ 19 u.s.c. § 1677(10).




with a blue metallic sheen. 4/ Potassium permanganate is used by various
industries and municipalities as an oxidizer. Municipalities use it primarily
for water and waste water treatment for the removal of impurities and the
reduction of odor. Industrial uses for potassium permanganate include
chemical manufacturing and processing, aquaculture (fish farming), metal
processing, air and gas purification, water treatment and waste water
treatment. In addition, potassiﬁm permanganate is also used as a decoloring
and bleaching agent in the textile and tanning industries, as an oxidizer in
the decontamination of radioactive wastes, and as an aid in flotation
processes used in mining. 5/

Potassium permanganate is manufactured and sold in three grades:
technical gradé; free—fiowing grade; and pharmaceutical grade, §/ All three
grades are impoftéd from Spain and produced by the petitioner, Carus Chemical
Co. Most of the potassium permanganate imported from Spain is free-flowing
grade. All three grades have the same chemical formula but are generally
distinguishable by variations in their degree of purity. At a minimum, the
free-flowing grade must have 95 percent potassium permanganate by weight.

Technical grade must contain at least 97 percent potassium permanganate by

o S PO P P S S TP |

4/ Commission Report (hereinafter "Report") at A-2.

5/ Report at A-3 - A-5. Currently, use of potassium permanganate for
municipal waste water treatment represents one-third of the domestic market.
Municipal water treatment also represents one~third of the market. The
remaining one~third is composed of various industrial uses. Report at A-5.

6/ Although the importers argued during the preliminary investigations
involving imports from Spain and China that the three grades of potassium
permanganate are three separate products for the purposes of defining the
domestic industry, they have not raised that issue during the final
investigation. In fact, counsel for Spain admitted at the hearing that all
three grades of potassium permanganate are fungible. Transcript at 174.



weightland pharmaceutical grade generglly has at least 99 percent potassium
permanganate by weight. 7/

Technical grade potassium permanganate is the basic product from which
free-flowing grade and pharmaceutical grade are derived. The major part of
the manufacturing process for all three grades is identical. Free-flowing
grade is pfoduced by adding an anti-caking agent to technical grade potassium
permanganate. This is a simple p¥ocess which requires relatively little
additional expenditure. 8/ The pharmaceutical grade is technical grade that
has gone through Qpecial testing or recrystallization in order to meet the
specificatiohs of a use not appropriate for free-flowing or any technical
grade. 9/

For many potassium permanganate uses, such as non-water and non-waste
water treatment, technical and free-flowing grade.potassium permanganate are
interchangeable. 10/ While free-flowing grade potassium permanganate has been
preferred for many years for water and waste water treatmenf because of the
use of dry chemical feeders, 11/ the use of technical grade is increasing due

to the recent availability of significantly lower priced technical grade
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1/ Report at A-3.

8/ Preliminary Conference transcrlpt at 8.

9/ Report at A-3. The processing to qualify technical grade potassium
permanganate as pharmaceutical grade is an added cost. Thus, it would not
normally be used in place of free-flowing or technical grade. Petitiomer's
Post Conference Memorandum of Law at 4-5. We note that imports from Spain of
pharmaceutical grade potassium permanganate were insignificant durlng the
period of investigation. Report at A-30, table 17,

10/ Report at A-3.

11/ Carus, which created the domestic market for the use of potasgsium
permanganate in municipal water and waste water treatment, would introduce the
use of dry chemical feeders when it developed new customers. Report at A-3 -
A-4. Free-flowing grade potassium permanganate performs well in dry chemical
feeders but technical grade cakes up. Id.



imported from China and the consequent increased use of solution tank

feeders. 12/ 13/
Finally, the historically similar pricing of the domestically produced
technical grade and free-flowing grade potassium permanganate indicates that

they are interchangeable. Technical and free-flowing grades were similarly

priced throughout 1981-1982. 14/
Based on the foregoing discussion, we conclude that there is one like

product, potassium permanganate. Consequently, we determine that there is one

domestic industry consisting of the sole domestic producer, Carus Chemical Co.

The Condition of the Domestic Industry 15/

.Based on our analysis of factors such as production, capacity, capacity
utilizatiop, U.S. producer's shipments, inventories, employment, 16/ and
financial performance, we conclude that the domestic industry in this
investigation has experienced material injury. Carus' total production has

decreased significantly from 1980 through 1982. It increased slightly in the

first 8 months of 1983 compared to the corresponding period of 1982.

Excluding Chemagro, a major customer which ceased purchasing from Carus in

Aninathusie . Angrtnanite Aottt as Aabobebohob b b

12/ In the solution tamk feeders, potasslum permanganate 1s dlssolved in a
liquid which is then fed into the water or waste water treatment system. This
method permits successful use of either technical grade or free-flowing grade
potassium permanganate. There are some safety benefits to solution tank
feeders, and the cost of solution tank feeders is comparable to that of dry
chemical feeders. Report at A-3 - A-4.

13/ Five municipalities contacted by the Commission staff are currently
using solution feeders. A sixth municipality is planning to switch to a
solution feeder in the near future, and a seventh would switch if the capital
investment could be recovered in two years. Report at A-4.

14/ Report at A-35 -~ A-36, tables 21 and 22. ‘

ué/ Since there is only one domestic producer, the specific data concerning
the_ condition of the domestic industry are confidential.

16/ Commissioner Stern notes that Carus' employment problems were related to

the loss of Chemagro as a customer and not LTFV imports from Spain.




1981, 17/ overall production increased slightly from 1980-1981, but decreased
significantly from 1981-1982, 18/ Since Carus' capacity remained constant
during the period of the investigation, its capacity utilization reflected
trends similar to that of production. 19/ Employment declined significantly
during the period under investigation. 20/ We note that in 1983 there was
some indiCati§n by some economic factors that the condition of the domestic
industry had improved slightly. 21/ K

Due to a sharp increase in inventories from 1980 to 1981, Carus shut down
its LaSalle, Illinois, plant for a period of time during the summer of 1982.
This permitted Carus to reduce the lével of its inventories. Carus held a
similar shutdown during the summer of 1983 for the liquidation of
inventories. 22/ In September, 1982, Carus and the union which represents the
production workers at Carus signed a contract modification wﬁich resulted in
wage and benefit concessions by the union equivalent to $1.80 per hour
effective October 1, 1982. 23/

Finally, with regard to evaluating Carus'Aprofitability during the period
under investigation, we analyzed sales, operating and net profit or loss, and

the ratio of such profits or losses to net sales. 24/ These data showed a
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17/ For further discussion concerning the impact of the loss of Chemagro on
our determination, see infra n. 27 at 8.

18/ Report at A-ll.

19/ 1d.

20/ Report at A-15 - A-16.

21/ There was a small improvement in production, capacity utilization, and
Carus' domestic shipments during the first eight months of 1983 when compared
to the same period in 1982. Report at A-11 - A-12.

22/ Report at A-15. :

ZE/ Report at A-16.

24/ Report at A-21, table 11.




decline in the financial condition of the domestic industry during the period
of this investigation. Carus sustained net losses on its chemical operations

in 1982 and January - August 1983. 25/

Material injury by reason of LTFV imports from Spain

When determining whether the domestic industry has suffered material

injury by reason of LTFV imports,Lsection 771(7)(B) of the Tariff Act of 1930
directs the Commission to consider, among other factors, (1) the volume of
imports of the merchandise under investigation, (2) their impact on domestic
prices for’the like product, and (3) the consequent impact of the imports on
the domestic industry. 26/ 27/ |

The importation of potassium permanganate from Spain began in 1981. In
that year, approximately 975,000 éounds of potassium permanganate were
importe& from Spéin. In 1982 the imports from Spain rose to over 1,025,000
pounds. 28/ The amount imported during the first two quarters of 1983 was
higher than in the corresponding period of 1982. This trend was curtailed
when iméorts from Spain dropped during the third quarter of 1983, after this
antidumping investigation was instituted. 1In addition, the ratio of imports
fromVSpain to appareﬁt domestic consumption rose substantially from 1981 to

1982 and slightly during the first eight months of 1983 when compared to the
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22/ 1d.
26/ 19 U.s.C. § 1677(7)(B). ,
27/ The question of whether the problems of the domestic industry were due
to Carus' loss of its largest customer, the Chemagro Agricultural Division of
the Mobay Chemical Corporation (Chemagro), has been raised. Chemagro was lost
as a customer because it switched to a different manufacturing process that
did not require the use of potassium permanganate. Report at A-10. Although
the record indicates that the loss of Chemagro has been a source of injury to
the domestic industry, there is sufficient information in this investigation
to determine that imports of potassium permanganate from Spain are also a

cause of material injury to the domestic industry.
28/ Report at A-25, table 14.



corresﬁonding period in 1982. 29/ Significantly, the increase in imports from
Spain and Spain's increased share of domestic consumption were coincident with
the domestic industry's declining profits and its decrease in market share. 30/

Potassium perﬁanganate is a fungible product which is especially price
sensitive. During the period of investigation, the great majority of the
imports from Spain were free-flowing potassium permanganate, 31/ These
imports particularly impacted salés to municipalities for water and waste
water treatment, which represents two-thirds of the total domestic use for
potassium permang#nate. Contracts for sales to these municipalities are
awarded on a.sealed bid basis. In those circumstances, price is a critical
factor in winning the bid, and small margins of underselling are especially
significant. 32/

The pricing information gathered during the course of this investigation
reveals that imports of the free-flowing grade from Spain undersold the
domestic product for every quarter during the period under investigation
except two. 33/ The record also contains evidence of price suppression.
Domestic prices of free-flowing potassium permanganate generally fell
throughout the period under investigation. Moreover, there were two verified
allegations of revenues lost By Carus because it was forced, in order to win
the contract, to lower its price to meet or approximate the Spanish price.

Although Carus made three allegations of lost revenues, only two purchasers

At dnotiaiinohuahardy e ORI SV Gl PRV CUPU Gy gy Aebuihuiois
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éee‘Repoft at A-32, table 19.

257 .
30/ Report at A-21, table 11; A-55; A-25, table 14; and A-32, table 19.
31/ Report at A-30, table 17. '

32/ See generally, Report at A-5, A-34, and A-39.

33/ Report at A-36, table 22. Commissioner Stern notes that the margins of
underselling by the Spanish imports of free-flowing potassium permanganate, on
the average, were in the approximate range of the LTFV margin.

f
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responded to the Commission's questionnaires. Both verifiéd the

allegations. 34/ Finally, the Commission was able to confirm 14 specific
instances of sales lost to imports from Spain on the basis of price. Carus
had alleged sales lost to Spain involving 48 purchasers. The Commission sent
questionnaires to. 15 of the purchasers. All of the questionnaires were

returned and 14 verified the allegations. 35/ 36/

Conclusion

Based on the record in this investigation and our discussion above, we

conclude that a domestic industry is.materially injured by reason of LTFV

imports of potassium permanganate from Spain.

~ St ahadashosdted, -y B
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34/ Report at A-41.

_é/ Report at A-39 - A-40.
36/ Commissioner Stern also finds threat of material injury by reason of
imports of potassium permanganate from Spain. While end of period inventories
of importers of the Spanish product have declined, the sole Spanish producer
has significant excess capacity to produce potassium permanganate, and this
excess capacity has increased over the period under investigation. (Report at
A-9). Domestic demand for the product in Spain has recently declined
(Transcript at 173), and the likelihood of Spanish imports being directed to
other major markets, particularly Europe, is slight (Transcript at 169).
Moreover, there is an increasing level of Spanish imports of potassium
permanganate in the most recent period for which data is available (Jan.-Aug.
1983) and market penetration has also increased.

10



A-1
INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On February 22, 1983, counsel for Carus Chemical Co. filed a petition
with the U.S. International Trade Commission and the U.S. Department of
Commerce alleging that an industry in the United States was materially
injured, or was threatened with material injury, by reason of imports from the
People's Republic of China (China) and Spain of potassium permanganate,
provided for in item 420.28 of the Tariff Schedules of the United States
(TSUS), which were allegedly being sold at less than fair value (LTFV).
Accordingly, the Commission instituted antidumping investigations Nos.
731-TA-125 and 126 (Preliminary), under section 731 of the Tariff Act of 1930,
to determine whether there was a reasonable indication that an industry in the
United States was materially injured, or threatened with material injury, or
the establishment of an industry in the United States was materially retarded,
by reason of imports of such merchandise into the United States. On April 8,
1983, the Commission unanimously determined that there was such a reasonable
indication of material injury. 1/

On August 1, 1983, Commerce made preliminary determinations that there
were reasonable bases to believe or suspect that imports of potassium
permanganate from China and Spain were being, or were likely to be, sold in
the United States at LTFV within the meaning of section 731 of the Tariff Act
of 1930. The notice of preliminary determinations was published in the
Federal Register on August 9, 1983 (48 F.R., 36175). Commerce further
determined that "critical circumstances,”" as defined in section 733(e)(1l) of
the act, existed with respect to imports of potassium permanganate from
China. This determination was based on a finding that the 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).

As a result of the affirmative preliminary determinations of LTFV sales
by Commerce, the Commission instituted investigations Nos. 731-TA-125 and 126
(Final), effective August 9, 1983, to determine whether an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry is materially retarded, by reason of imports
of potassium permanganate from China and Spain. Notice of the institution of
the investigations and of the public hearing to be held in connection
therewith was given by posting copies of the notice at the Office of the
Secretary, U.S. International Trade Commission, Washington, D.C., and by

publishing the notice in the Federal Register of August 31, 1983 (48 F.R.
39519). 2/

Following receipt of requests by counsel for the China National Chemicals
Import & Export Corp. (the State trading organization handling the exportation
of potassium permanganate), Commerce announced the postponement of its final

1/ Commissioner Stern determined that there was a reasonable indication that

an industry in the United States was materially injured, or threatened with
material injury, by reason of the subject imports.

2/ A copy of the Commission's notice is presented in app. A.

A-1



A-2

LTFV determination on potassium permanganate from China, first until not later
than November 22, 1983, as published in the Federal Register of September 9,
1983 (48 F.R. 40771), and subsequently until not later than December 22, 1983,
as published in the Federal Register of October 7, 1983 (48 F.R. 45815).
Following a request by counsel for Asturquimica, S.A. (the Spanish producer
and exporter of potassium permanganate), Commerce announced the postponement
of its final LTFV determination on potassium permanganate from Spain until not
later than November 22, 1983, as published in the Federal Register of October
5, 1983 (48 F.R. 45447). As a result of Commerce's postponements of its final
LTFV determinations, the Commission postponed its hearing, which was
originally scheduled for October 28, 1983, to December 2, 1983. 1/

On November 22, 1983, Commerce made its final determination that
potassium permanganate from Spain is being sold in the United States at
LTFV. 2/ The Commission's hearing in connection with this investigation, as
well as the investigation on LTFV imports from China, was held in Washington,
D.C., on December 2, 1983. 3/ On December 22, 1983, the Commission was
briefed and voted on this investigation. The Commission is scheduled to issue
its final determinations concerning LTFV imports of potassium permanganate
from Spain and China on January 5 and January 20, 1984, respectively.

The Product

Description and uses

Potassium permanganate, or permanganate of potash, is the compound of
manganese, potassium, and oxygen which has the chemical formula KMnO,. It
exists at room temperature as a dark-purple crystalline solid of rhombic shape
with a blue metallic sheen. Potassium permanganate has a sweetish, astringent
taste; is soluble in water, acetone, and methanol; and 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 organic material because of
its strength as an oxidizing agent.

Potassium permenganate produced by Carus and Asturquimica, which employ
similar manufacturing processes, is classifiable into three grades: Free-
flowing, technical, and pharmaceutical. 1In contrast, all potassium
permanganate produced in China is of the same variety, which is most comparable
to the U.S. and Spanish pharmaceutical grades but is often referred to as
technical grade.

With respect to the U.S., and Spanish products, the free-flowing and
pharmaceutical grades represent slight variations in the manufacturing process
for the technical-grade product. Each grade has the same chemical formula
(identical to that of the Chinese product as well) and is available in a
variety of particle sizes, although particle size is seldom an important
determinant of end use.

1/ A copy of the Commission's notice of postponement of the hearing and
other events connected with the investigations is presented in app. A.

2/ A copy of Commerce's final determination is presented in app. B.

3/ A copy of the calendar of the public hearing is presented in app. C.

A-2
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The technical grade must be at least 97 percent potassium permanganate by
weight, although approximately * * X 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 the particles from sticking together
when in contact with moisture. As a result of the addition of the anticaking
agent, the free-flowing grade 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
pharmaeceutical 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.

Virtually 100 percent of the potassium permanganate produced in China
qualifies as pharmaceutical (U.S.P./B.P.) grade. The manufacturing process
used in China involves a recrystallization step which yields a large-particle,
high-assay product. Although the Chinese product meets the rigid requirements
of the pharmaceutical grade, only a relatively small but undetermined
percentage of it is purchased for applications requiring that grade. The
Chinese producers have not as yet marketed a free-flowing grade in the United
States, although at least one * * * has attempted to do so by adding an
unspecified ingredient to the Chinese material. This effort by * * * was
unsuccessful and was soon abandoned.

The three grades of potassium permanganate are generally substitutable in
their various applications. One exception involves pharmaceutical
applications, which, according to Carus, account for approximately 0.1 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.

In the more important applications of water and wastewater treatment,
which together currently account for about two-thirds of domestic consumption,
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. Dry 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
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reasons. 1/ The dry chemical feeder is a more complex piece of equipment, is
more susceptible to mechanical failure, and has caused a number of fires. The
costs of the two systems are approximately the same, ranging from about $2,500

to $10,000 depending upon 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--removes 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.

4, Aquaculture (fish farming): 3/ controls fish diseases and
parasites, and detoxifies poisons while relieving oxygen
depletion in fish ponds.

5. Metal processing: 3/ removes oxides, mill scale, and carbon
residues on steel.

6. Air and gas purification: 3/ removes pollutants from air and
impurities from industrial gases, and quenches sldag from foundry
operations.

In addition to the above, potassium permanganate is used as a decoloring
and bleaching agent in the textile and tanning industries, as an oxidizer in
the decontamination of radioactive wastes, as an aid in flotation processes
used in mining, and in numerous other applications.

1/ Five municipalities contacted by the Commission staff are currently using
solution feeders: * * *; a sixth, * * X, is planning to switch in the near
future; and a seventh, * * *, would switch if the capital investment could be
recovered within 2 years. All either use the technical grade or would use it
if available at a lower price than the free-flowing grade.

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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According to the petition, estimated U.S. consumption of potassium
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