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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations Nos. 731-TA-161 and 162 (Preliminary)
TITANIUM SPONGE FROM JAPAN AND THE UNITED KINGDOM

Determinations

On the basis of the record 1/ developed in the subject investigations,
the Commission determines, pursuant to section 733(a) of the Tariff Act of
1930 (19 U.S.C. § 1673b(e)), that there‘is a reasonable indication that an
industry in the United States is threatened with material injury by reason of
imports of titanium sponge 2/ from Japan (investigation No. 731-TA-161
(Preliminary)) and tﬂe United Kingdom (investigation No. 731-TA-162
(Preliminary)), which'allegedly are being, or are likely to be, sold in the

United States at less than fair value (LTFV). 3/

Background

On November 28, 1983, petitions were filed in proper form with the
Commission and the Department of Commerce by counsel on behalf of the RMI
Company, Niles, Ohio, alleging that imports of titanium sponge from Japan and
the United Kingdom 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). Accordingly, effective November 28, 1983, the Commission instituted

preliminary antidumping investigations Nos. 731-TA-161 and 162 (Preliminary)

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/ For purposes of these investigations, the term "titanium sponge” includes
all imports of such merchandise, whether entered into the United States under
item 629.14 of the Tariff Schedules of the United States (TSUS) or under the
provisions of part 3A of schedule ‘8 of the TSUS.

3/ Commissioner Haggart determines that there is a reasonable indication
that an industry is materially injured by reason of imports of titanium sponge
from Japan and the United Kingdom, which allegedly are being, or are likely to
be, sold in the United States at less than fair value (LTFV).



under section 733(a) of the Act to determine whether there is a reasonable
indication that an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded,'by reason of imports of such merchandise.
Notice of the institution of the Commission's investigations and of a
conference to be held in connection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and ﬁy publishing the notice in the Federal
Register on December 7, 1983 (48 F.R. 543910). A clarification of the scope
of the Commission's investigations was published in the Federal Register on
December 14, 1983 (48 F.k. 55645). The conference was held in Washington,
D.C., on December 20, 1983, and all persons who requested the opportunity were

permitted to appear in person or by counsel.



VIEWS OF COMMISSIONERS PAULA STERN, VERONICA A. HAGGART, AND SEELEY G. LODWICK

We determine that there is a reasonable indication that an industry in
the United States is threatened with material injury by reason of imports of
titanium sponge from Japan allegedly sold at less than fair value (LTFV), and.
that there is a reasonable indication that an industry in the United States is
threatened with material injury by reason of imports of titanium sponge from
the United Kingdom allegedly sold at LTFV. 1/ 2/

Although domestic demand for tiﬁanipm sponge increased between 1980 and
1981, it declined sharply in 1982 and continued to decline during
January-September 1983. Production, capacity utilization, and employment
decreased; inventories increased. There was also a sharp decline in
profitability. Imports from Japan decreased between 1981 and 1982, but
increased during January-September 1983. Imports from the United Kingdom were
negligible during the period under investigation. Significant increases in
imports from both countries as a result of Government procurement of titanium

sponge are expected in 1984. The domestic industry has been adversely

1/ Commissioner Haggart determines that there is a reasonable indication
that an industry in the United States is materially injured by reason of
imports of titanium sponge from Japan allegedly sold at LTIFV and by reason of
imports of titanium sponge from the United Kingdom allegedly sold at LTFV.
The U.S. General Services Administration contracts for titanium sponge upon
which the petitioner's claim of injury is based have already been lost to
imports from Japan and the United Kingdom. See discussion infra at 10-16.

2/ The issue of cumulation was raised by the parties. See e.g., RMI Co.'s
postconference brief at 15-19; Timet's postconference brief at 8;
postconference brief of Billiton Metals, Inc., at 25. For purposes of these
preliminary investigations, we assessed the impact of the Japanese and United
Kingdom. imports separately. However, we do not preclude cumulation in any
final investigation if the information obtained therein so warrants.
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affected by the loss of Government contracts in the emerging Government
procurement market segment. Prices in the domestic commercial market have
also been negatively affected. Both Japan and the United Kingdom have
titanium-sponge-producing capacity that is available for titanium sponge

exports, and the United States is a likely market for such exports.

The domestic industry

Under section 771(4)(A) of the Tariff Act of 1930, the term "industry" is
defined as "the domestic producers as a whole of a like product, or those
- producers whose cpllective output of the like product constitutes a major
proportion of the total domestic production of that product."™ 3/ A "like
product” is one "which is like, or in the absence of like, most similar in
characteristics and uses with, the article subject to an
investigation . . . ." 4/

The subject of these investigations is titanium sponge, a porous, brittle
metal which has a high strength-to-weight ratio and is highly ductile. 1It is
an intermediate product that is used to produce titanium ingot, slab, billet,
bar, plate, and sheet. Titanium has low thermal and electrical conductivity
and is one of the most corrosion-resistant structural metals. 5/

Titanium and its alloys are widely used in the airframes and engines of
high-performance military and commercial aircraft, powerplant surface
condensers, missiles, space vehicles, and a wide variety of

chemical-processing and chemical-handling equipment. 1In recent years, about

3/ 19 U.s.C. § 1677(4)(A) (1980).
4/ 19 U.S.C. § 1677(10) (1980).
5/ Commission Report (Report) at A-1.
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60 percent of U.S. titanium metal consumption has been in aerospace
applications; 20 percent has been used as an additive to steel and other
alloys; and 20 percent has been consumed in other industrial uses. 6/

The production of titanium sponge involves a process of chlorination and
reduction of certain titanium concentrates. The concentrates react with
chlorine gas and coke in a fluidized-bed reactor to form impure titanium
tetrachloride, which is then combined with magnesium (the Kroll process) or
sodium (the Hunter process) to férm titanium sponge and a chloride salt. The
salt and the residual magnesium or sodium metal must then be separated from
the titanium sponge in a purification process. 7/ Both the Kroll process and
the Hunter process result in products containing their own characteristic
impurities. 8/ However, these differences in physical characteristics of
titanium sponge as a result of the particular production process are not
significant. 9/

Both the imported and the domestically produced titanium sponge are

produced using the Kroll or Hunter process and are vacuum distilled or acid

6/ 1d.

1/ In the basic Kroll process, residual magnesium chloride and magnesium
metal are separated from the sponge by vacuum distillation, or by an inert gas
sweep, or by acid leaching. 1In the basic Hunter process, titanium sponge and
sodium chloride are leached in dilute hydrochloric acid solution to dissolve
the salt. The washed titanium sponge is then dried, screened to remove fines,
and pressed into compact blocks. Report at A-2.

8/ These impurities can be divided into two categories: nonvolatiles, such
as oxygen and iron, and volatiles, such as magnesium and magnesium chloride in
the Kroll process and sodium and sodium chloride in the Hunter process.
Minimizing the volatiles in titanium sponge is significant in simplifying and
improving the subsequent melting operations. Neither leaching nor vacuum
distillation can remove all volatiles, although the latter method removes
considerably more. Report at A-2-A-3.

9/ Certain independent melters have expressed a preference for magnesium

reduction/vacuum distillation titanium sponge for reasons of efficiency.
Report at A-3.
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leached to remove the impurities. 10/ Whether titanium sponge is produced by

the Kroll process or the Hunter process and is vacuum distilled, acid leached,
or swept with inert gas, it is put to the same use by purchasers and can be
used for the same applications. 11/ Therefore, we conclude that regardless of
the production process utilized, the domestically produced titanium sponge
constitutes a single like product and, consequently, the domestic industry

consists of the U.S. producers of titanium sponge. Five U.S. companies

produced titanium sponge during the period covered by the investigations: RMI
Co. (the petitioner), Oregon Metallurgical Corp. (Oremet), Titanium Metals
Corp. of America (Timet), International Titanium, Inc. (ITI), and Teledyne Wah

Chang Albany (Teledyne). 12/ 13/

Condition of the domestic industry

The bulk of U.S. production of titanium sponge is consumed captively to
produce ingots, which are either sold or further worked into semifinished and

finished products. 14/ Only a small percentage of titanium sponge is sold

10/ Purification by inert gas sweeping is practiced by one domestic producer
but not by any of the Japanese or United Kingdom producers. Report at A-2.

11/ See Petition at 2, 5; Transcript of Proceedings (Tr.), Conference of
Dec. 20, 1983, at 15, 28; RMI's postconference brief at 6, 13; Timet's
postconference brief at 3-4.

12/ Teledyne Wah Chang Albany is not to be confused with Teledyne Allvac, a
nonintegrated producer of titanium bar products which imports titanium sponge
for use in its operations. Teledyne Allvac appeared at the conference in
opposition to the petition. See Tr. at 145-147 and Conference Exhibit 8.

13/ One other company, Western Zirconium Co., has the capacity to produce
titanium sponge, but did not do so during the period covered by the
investigation. Report at A-6-A-7.

14/ As noted above, titanium sponge is an intermediate product used by
titanium mill product producers, melters of titanium sponge into ingot, and
product converters. RMI, Timet, Teledyne, and Oremet are vertically
integrated; ITI and Western Zirconium are not. (Teledyne and Western

Zirconium are not currently producing titanium sponge.) Report at A-6-A-8,
A-11.
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commercially to independent melters. 15/ An important new element in the
condition of the titanium sponge industry is Government procurement for the
National Defense Stockpile. 16/

Titanium sponge is a structural metal ghat is subject to sharp swings in
supply and demand. The recent acute shortage of supply and increased demand
which began in December 1978 and continued through 1980 was due to the
increase in commercial aerospace activity. 17/ The aerospace industry, which
accounts for about 60 percent of U.S. consumption, and the steel alloy
industry, which accounts for 20 percént of U.S. consumption, have both
encountered poor conditions since 1980. 1In spite of the downturn in these
industries, demand for titanium sponge continued to increase in 1981 before
declining sharply in 1982 and during January-September 1983, compared with
that in the corresponding period of 1982. 18/ The downturns in the consuming
industries adversely affected the performance of the domes£ic titanium sponge
industry.

The domestic demand for titanium sponge in the United States increased
substantially from 59.3 million pounds in 1980 to 64.3 million pounds in 1981
and then dropped to 35.2 million pounds in 1982. During January-September
1983, apparent U.S. consumption was 24.7 million pounds, compared with 25.0

million pounds during the corresponding period of 1982. 19/

15/ Commercial sales annually accounted for less than 7 percent of total
U.S. production in the period covered by the investigations. Report at A-11.

16/ Titanium sponge stockpiled by GSA is not intended for domestic
consumption except in a national emergency. See 50 U.S.C. § 98f.

17/ See Conference Exhibit 3 at 1, 9.

18/ Id. See also Report at A-8-A-9.

19/ Report at A-8-A-9.
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Most of the key indicators of the condition of the domestic titanium
sponge industry reflect a sharp decline in 1982, which continued during
January-September 1983. Although production increased from 50.4 million
pounds in 1980 to 55.7 million pounds in 1981, it deecreased sharply to 32.9
million pounds in 1982. During Janyary-September 1983, production decreased
to 20.0 million pounds, compared with 28.1 million pounds in the corresponding

period of 1982. 20/

Total U.S. capacity increased 17 percent from 51.4 million pounds per
year in 1980 to 60.4 million pounds per year in 1982 in response to the
favorable market conditions existing at that time. 21/ Although demand fell
off in 1982, some capacity expansion continued in January-September 1983, 22/
in the hope that the market would recover. No significant long-term recovery
is in sight. 23/

Capacity utilization rose from 98.0 percent in 1980 to 99.2 percent in
1981, but, like production, it decreased sharply in 1982 to 54.5 percent and
decreased further to 42.8 percent during January-September 1983, compared with
62.2 percent in the corresponding period of 1982. 24/ Because of the small
size of the commercial market, domestic shipments of titanium sponge represent
only a small fraction of U.S. production. Even so, domestic shipments

declined between 1980 and January-September 1983. 25/ Exports also represent

20/ Id. at A-10.

21/ 1d.

22/ One domestic producer, ITI, is a newcomer and has produced titanium
sponge only since 1982. ITI has announced plans to expand its capacity over
the next few years. Report at A-8

23/ Tr. at 17-19, 47; RMI's postconference brief at 38-39.

24/ Report at A-11.

25/ 1Id. at A-12.
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an insignificant share of U.S. titanium sponge production. U.S. Department of
Commerce data indicate that exports declined from 226,000 pounds in 1980 to
116,000 pounds in 1981, to 72,000 pounds in 1982, and to zero during
Jenuary-September 1983, compared with 60,000 pounds in the corresponding
period of 1982. 26/

U.S. titanium sponge producers generally do not keep substantial
inventories on hand, but instead attempt to tailor production output to either
captive needs or arm's-length saies as they arise. 1In 1980 and 1981, total
inventories amounted to about 6 percent of annual production. However, with
poor market conditions in 1982 and January-September 1983, inventories
accounted for up to 1€ percent of production. 27/

Employment of production and related ﬁorkers producing titanium sponge
and the number of hours worked by such employees declined during the period
covered by the investigations. 28/ Although the average number of production
and related workers producing titanium sponge increased in 1981 by 2.0 percent
and the number of hours worked increased by 6.8 percent, the average number of
prodﬁction and related workers, as well as the number of hours worked, fell

sharply in 1982 and declined again in January-September 1983. 29/

26/ 1d. at A-9.

27/ 1d. at A-12.

28/ Commissioner Stern notes that employment in domestic establishments
producing titanium sponge declined between 1980 and 1983, with a significant
decrease occurring between 1981 and 1982, followed by a decline during
January-September 1983, compared with the corresponding period of 1982. The
average employment of all persons decreased by 0.6 percent from 1980 to 1981
and by an additional 14.1 percent in 1982. During January-September 1983,
employment declined by 15.0 percent from the number of persons employed in the
corresponding period of 1982. Report at A-13.

29/ Id. at A-12-A-14. .
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It was difficult to evaluate the financial experience of the U.S.
titanium sponge producers as a group. 30/ However, the information obtained
in these preliminary investigations indicates that the titanium sponge
industry suffered a sharp decline in profitability between 1980 and 1983. 31/
Although one producer showed some recovery in profitability in 1983, it was

only marginal.

In sum, the economic and financial data depict a domestic industry in a

vulnersable state.

Injury

The petition and the supporting domestic producers' injury allegations
are predicated largely onAthe October 1983 GSA purchase of 4,500 tons of
titanium sponge for the National Defense Stockpile. This was GSA's first
major unencumbered purchase of titanium sponge for the stockpile in more @han

20 years. The bidding was open to both U.S. and foreign entities. Bids were

30/ It was impossible to achieve usable aggregate data for various reasons.
First, financial statements associated with titanium sponge operations were
submitted by only three of six U.S. producers, and one of those reporting had
not produced titanium sponge since before the fourth quarter of 1982. Second,
one producer had only begun operations in 1982 and had not yet established a
normal operating pattern. Third, while one produced for the commercial -
market, the other two consumed most of their own titanium sponge in downstream
operations. In addition, we note that the wide disparity in the size of the
producers' operations must be considered in assessing the aggregate picture
because of possible distortion by the largest firm's data., Should these
investigations return to the Commission for final determinations, it is
expected that more complete data will be forthcoming.

31/ See generally Report at A-14-A-20.

10



‘11
solicited on three types of titanium sponge. 32/ GSA sought to purchase 9
million pounds of titanium sponge in nine lots of 1 million pounds each. GSA
apparently had no preference for any one type of titanium sponge, since it
asked for bids up to the maximum 9 million pounds for each type. Although
titanium sponge purchased for the National Defense Stockpile may enter the
United States duty free, GSA imputed a duty of 17 percent ad valorem to each
foreign bid for purposes of comparisons with domestic bids. 33/

GSA's Federal Property Resources Service awarded four contracts.to three
firms as a result of bids received on September 2, 1983. 34/ The awards were
made on the basis of price alone as all bids met GSA specifications. 35/
Philipp Brothers, Inc. (Phibro) received two contracts for delivery of
titanium sponge produced in Japan. One contract calls for delivery of 2,500
short tons of type A titanium sponge for a total amount of $16,000,000; the
other is for 500 short tons of type C titanium sponge valued at
$3,200,000. 36/ Billiton Metals, Inc. (Billiton) was awarded a contract to
deliver 500 short tons of type C titanium sponge produced in the United
Kingdom. The Billiton contract value is $2,920,000. 37/ The only domestic

producer to be awarded a contract was Timet. Timet received a contract for

32/ GSA categorizes titanium sponge as type A, B, or C, depending upon the
process used in its manufacture. Titanium sponge produced by magnesium
reduction/vacuum distillation is classified as type A. That produced by
magnesium reduction/inert gas sweep or by magnesium reduction/acid leaching is
classified as type B. Titanium sponge produced by sodium reduction/acid
leaching is type C. Report at A-3.

33/ See Report at A-4, A-34-A-36, Appendix C at A-50-A-5S1.

34/ See Petition at Appendix 1; Report at A-35-A-36.

35/ Report at A-34-A-36. '

36/ This amounts to $6,400 per ton or $3.20 per pound for both contracts.
Report at A-36, Appendix C at A-52-A-54.

37/ This amounts to $5,840 per ton or $2.92 per pound. Report at A-36,
" Appendix C at A-52-A-54.

11
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1,000 short tons of type B titanium sponge valued at $7,140,000. 38/ The GSA
contracts provide that all titanium sponge must be delivered by October 28,
1984. 39/

Japan.—-The volume of titanium sponge to be imported in 1984 as a result
of the GSA contracts represents a significant increase in the volume imported
from Japan. Imports from Japan increased from 9.2 million pounds in 1980 to
10.0 million pounds in 1981, and then fell to 2.9 million pounds in 1982.
During January-September 1983, iﬁports from Japan amounted to 2.6 million
pounds, compared with 2.2 million pounds during the corresponding period of
1982. Japan will'export 6 million pounds of titanium sponge to the United
States in 1984 as a result of the GSA stockpile purchase alone. 40/

Although GSA officials could not say when or in what quantities new
solicitations for titanium sponge would be made, there is information on the
record that indicates that such solicitations are likely. 41/ The latest

Stockpile Report to the Congress (October 1982-March 1983) shows that the

stockpile goal for titanium sponge is set at 195,000 short tons. Currently,

38/ This amounts to $7,140 per ton or $3.57 per pound. Report at A-36,
Appendix C at A-52-A-54.

39/ Petition at Appendix 1; Report at A-35.

40/ As noted previously, this industry is subject to sharp swings in supply
and demand. See discussion, supra, at 7. The ratio of imports from Japan to
total U.S. consumption declined from 1980 to 1982, but increased significantly
in January-September 1983. Such imports accounted for 15.6 percent of
apparent U.S. consumption in 1980 and 1981 and 8.1 percent in 1982. 1In
January-September 1983, these imports accounted for 10.6 percent of
consumption, compared with 7.7 percent in the corresponding period of 1982.
Report at A-29. The petitioner estimates that the total GSA purchase accounts
for 15 to 20 percent of total U.S. demand projected for titanium sponge in
1984, and that GSA imports from Japan will account for a 13.6-percent share of

the U.S. market. RMI's postconference brief at 18.
41/ Report at A-36.

12
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GSA has 32,331 tons in inventory. 42/ Moreover, the soft market and the low
prices make this an ideal time for GSA to purchase titanium sponge at low
cost. Finélly, GSA and the Federal Emergency Management Agency (FEMA) have
emphasized the high priority of titanium sponge in the overall stockpile
requirements. 43/

These facts indicate the emerging importance of the U.S. Government
procuremeﬁt market to the U.S. titanium sponge industry and the clear portent
for additional loss of market sh;re to imports from Japan. Importers of
titanium sponge from Japan can enter strong bids in response to any future
solicitations of titanium sponge for the stockpile, given their knowledge of
competing bids on the recent GSA solicitations.

In the commercial market, offer prices, ex-dock, duty paid, for Japanese
titanium sponge show a steady decline over the period covered by the
investigation. 44/ This decline is paralleled by an increase in the number
and total value of contracts won by importers of sponge from Japan. The value

of commercial contracts to supply Japanese titanium sponge won by Phibro in

1983 increased significantly. 45/

42/ Stockpile Report at 20. Although titanium sponge has a ghelf life of
more than 10 years, much of the stockpiled titanium sponge, which was
purchased more than 20 years ago, may no longer be suitable for national
defense because of deterioration. See Tr. at 82-84.

43/ This priority was reiterated strongly during the recent GSA bid and
award process. A letter from FEMA to GSA dated Oct. 5, 1983, states,
"Titanium sponge is among the materials accorded the highest acquisition
priority by the President, as announced in the White House press release of
March 13, 1984." The letter goes on to conclude, "We see a compelling and
urgent need to acquire titanium sponge for the stockpile." Letter from
Bernard A. Maguire, Assistant Director, National Preparedness Programs,

Federal Emergency Management Agency, to Carroll Jones, Federal Property
Resources Services, GSA.

44/ See Report at A-33.
45/ 1d.

13
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The information in these preliminary investigations indicates ﬁhat the
low bids offered for Japanese-produced titanium sponge for the GSA contract
had an adverse impact on prices in the commercial market. Confirmed price
data regarding 1983 offer prices (bids) for contracts not yet awarded indicate
a willingness by importers to quote even lower bids in the post-GSA award
period. 1In fact, the bids quoted were significantly below the winning
Japanese bid (including the imputed duty added for purposes of bid
comparisons) to supply titanium sponge to GSA. Moreover, the bid to supply
Japanese titanium sponge at allegedlj LTFV prices has adversely affected a
contract already won by a domestic producer to supply a major nonintegrated
melter's needs for 1983, 1984, and 1985. The pattern of declining offer
prices and this example of post-GSA award price undercutting underscores the
likelihood that these imports of titanium sponge from Japan wiil suppress
prices and/or capture an increased share of the market.

In addition to the increased volume of imports in 1984 stemming from the
GSA transaction and its potential adverse impact, other indicators of a threat
of material injury are the existence of subsfantial idle foreign capacity
#vailable for export and the attractiveness of the United States as an export
market, as indicated by the continued attempts of foreign producers to market
titanium sponge in this country.

In response to increased world demand during 1980 and 1981 and projected
further increases in 1982 and beyond, the collective Japanese capacity rose by
122 percent from 35.8 million pounds per year in 1979 to 79.6 million pounds
per year in 1983. Current overall capacity utilization is estimated to be

approximately 35 percent. 46/ The Japanese producers have demonstrated an

46/ See generally Report at A-22-A-24.
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ability and intent to compete in the U.S. market. With low domestic demand in

Japan, Japanese producers can achieve volume production by selling in the U.S.

market at low prices.

United Kingdom.--The volume of imports of titanium sponge from the United
Kingdom during the period covered by the investigations was negligible when
compared with total U.S. imports during the period. Such imports did,
however, increase significantly in January-September 1983 over those in the
previous periods. Additionally, at least 1 million pounds of titanium sponge
will be imported in 1984. 47/ '

The Billiton contract from GSA amounts to $2.9 million. 48/ Billiton's
lowest bid to GSA was to supply United Kingdom titanium sponge at $3.37 per
pound ($2.92 plus the imputed duty added for purposes of bid comparisoms).
This bid significantly undercut the losing domestic bids, which ranged from a
low of $3.79 per pound to $6.25 per pound; 49/

As is the case with respect to imports from Japan, other indicators of a
threat of material injury by reason of titanium sponge imported from the
United Kingdom are the existence of substantial idle United Kingdom
titanium-sponge-producing capacity and the United States as a probable market
for United Kingdom titanium sponge exports. The United Kingdom titaniumv

sponge industry comprises a single, newly formed company. Its plant has

47/ 1d. at A-29. As stated previously, the petitioner speculates that the
total GSA purchase accounts for 15 to 20 percent of total U.S. demand

projected for titanium sponge in 1984, and that United Kingdom imports
resulting from the GSA sale alone will represent approximately 2.5 percent of
the U.S. market. See n. 40 supra.

48/ Report at A-36, A-52.

49/ 1d. at Appendix C at A-53-A-54.
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an annual capacity of 11 million pounds per year. 50/ Although a substantial
portion of its output will be allocated to a customer of its predecessor, the
remainder will be directed to the European and U.S. markets. 51/ With low
demand in Europe, the United Kingdom producer can achieve volume production by

selling in the U.S. market at low prices.

Conclusion

On the basis of the foregoing diséussion, we deterwmine that there is a
reasonable indication that the U.S. titanium sponge industry is threatened
with material injury by reason of imports of titanium sponge from Japan and by
reason of imports of titanium sponge from the United Kingdom, allegedly being,

or likely to be, sold in the United States at less than fair value. 52/

50/ 1d. at A-24-A-25. Because this producer was scheduled to begin
operations in October 1983, it is not operating at close to full capacity.
51/ Report at A-24.

52/ See n. 1 supra.
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VIEWS OF CHAIRMAN ALFRED E. ECKES

Determination

I determine that there is a reasonable indication that an industry in the
United States is threatened with material injury by reason of imports of
titanium éponge from Japan which are allegedly sold at less than fair value.

I also determine that there is a ;easonable indication that an industry in the
United States is threatenea with material injury by reason of imports of
titanium sponge ffoﬁ the United Kingdom which are allegedly sold at less than

fair value. l/

Domestic industry

As defined in section 771(4)(A) of the act, the term "industry” means
"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.” 2/ The term "like product” means
a product which is like, or in the absence of like, most similar in
characteristics and uses with, the imported article under investigation. 3/

Titanium sponge is thé imported article subject to this investigation.
It is produced either by the Kroll process (magnesium reduction/vacuum

distillation) or by the Hunter process (sodium reduction/acid leaching). 4/

1/ The issue of cumulation was raised by the parties. See e.g., RMI Co.'s
postconference brief at 15-19; Timet's postconference brief at 8;
postconference brief of Billiton Metals, Inc., at 25. For purposes of these
preliminary investigations, I assessed the impact of the Japanese and -
United Kingdom imports separately. However, I do not preclude cumulation in
any final investigation if the information obtained therein so warrants.

2/ 19 U.s.C. 8 1677(4)(A) (1980).

3/ 19 U.S.C. € 1677(10) (1980).

%4/ See generally, Commission Report (Report) at A-2 through A-3 and A-22
through A-24.
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The domestic product is titanium sponge made by the same two processes as
the imported article, or by two similar processes (magnesium reduction/inert
gas sweep and magnesium reduction/acid leaching). 5/ Each method results in a
product which differs slightly from the others in physical character-
istics. 6/ Despite these minor variations, 7/ both imported and domestically
produced sponge types 8/ are substitutable and are used to produce titanium
ingot, slab, billet, bar, plate, and‘Sheet. The 1983 U.S. General Services
Administration (GSA) purchase (diécussed below) also indicates that the
various types of sponge are similar. GSA solicited bids on all three types of
titanium sponge because any sponge type is acceptable to the processor/

manufacturers. 9/ For these reasons domestically produced titanium sponge is

5/ Report at A-2.

37 For example, the various types of titanium sponge may contain slightly
different percentages of titanium, iron, and volatile impurities.

7/ Such minor differences in physical characteristics or uses of a product
do not provide an appropriate basis for finding several different like
products and thus several domestic industries (S. Rep. No. 249, 96th Cong.,
1st Sess. 90-91 (1979).

8/ These "types"” depend on the process used to produce the titanium sponge:
Sponge produced by magnesium reduction/vacuum distillation is classified by
GSA as type A; that produced by magnesium reduction/inert gas sweep or by
magnesium reduction/acid leaching, as type B; and that produced by sodium
reduction/acid leaching, as type C. Report at A-2 through A-3.

9/ There is information of record that independent melters have a preference
for type A sponge, because it has fewer impurities. Further, they claim they
are not adequately equipped to process high-volatile sponge (Report at A-3).
Nevertheless, domestic sponge can be and is used by independent melters in
their operations.

18
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"like" the imported product, and the domestic industry consists of the U.S.

producers of titanium sponge. 10/

Condition of the domestic industry

Here I concur generally with my colleagues' discussion of this subject
and conclude that there is a reasonable indication that the domestic industry
is experiencing material injury. In particular, I note that the domestic
industry has experienced a dramatic décline in production and capacity
utilization in 1982 and 1983. Also, average employment has fallen sharply in
the same time period from a 3-year high in 1980. Income-and-loss data,
supplied by three U.S. producers, provide further evidence of injury to the

domestic industry in 1982 and 1983.

Threat of material injury

In my judgment this investigation in the preliminary phase involves a
threat of injury. The domestic industry bases its petition and supporting

injury allegations on the impact of the October 1983 GSA decision to purchase

10/ The issue of whether the Commission should broaden its investigation of
the domestic industry to include domestic production of titanium mill products
as opposed to domestic production of titanium sponge was raised in this
investigation. Most of the domestic sponge is manufactured by integrated
producers, which utilize their sponge in captive production of titanium mill
products. Moreover, it has been alleged that domestic producers refused to
sell sponge to competing nonintegrated producers of titanium products.

The legislatively prescribed standard for defining "industry” is a
determination of what domestically produced product is "like" the imported
article. The article which the petition alleges is being imported and sold or
offered for sale at less than fair value is titanium sponge, not mill
products. Traditionally, injury has been judged in light of the impact of the
imports under investigation upon the production of the same or similar goods
in the United States. Furthermore, a small percentage of sponge is sold to
producers which purchase it as a raw material for use in their mill business
(Report at A-30; see also Timet's postconference brief at 2-3). Thus, for
purposes of this preliminary investigation, the domestic industry comprises
the U.S. producers of titanium sponge. Those producers are RMI Co. (the
petitioner); Oregon Metallurgical Corp. (Oremet); Titanium Metals Corp. of
America (Timet); International Titanium, Inc. (ITI); Teledyne Wah Chang
Albany; and Western Zirconium Co.
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4,500 tons of titanium sponge for the National Defense Stockpile. The
contracts pfovide for future delivery of this sponge by October 28, 1984.
GSA's Federal Property Resources Service awarded four contracts to three
firms as a result of bids received on September 2, 1983. Philipp Brothers,
Inc. (Phibro), received two contracts for delivery of sponge produced in
Japan. One contract calls for delivery of 2;500 short tons (5.0 million
pounds) of titanium sponge for a fotal amount of $16,000,000; the other
involves 500 short tons (1.0 million pounds) of titanium sponge valued at
$3,206;000. These transactions both involve $6,400 per ton or $3.20 per
pound. ll/ Billiton Metals; Inc. (Billiton), also secured a contract to
deliver 500 short tons (1.0 million pounds) of titanium sponge produced in the
United Kingdom. The Billiton contract is worth $2,920,000 ($5,840 per ton or
$2.92 per pound). 12/ The only domestic producer to be awarded a contract was
Timet. It received a contract for 1,000 short tons (2.0 million pounds) of
titanium sponge valued at $7,140,000 ($7,140 per ton or $3.57 per pound). 13/
As a result of GSA's purchases, there will be a significant increase in
the volume of titanium sponge imported from Japan and the United Kingdom in
1984, compared with the volume imported in 1982 and during January-
September 1983. Imports from Japan increased from 9.2 million pounds in 1980
to 10.0 million pounds in 1981 and then fell to 2.9 million pounds in 1982.

During January-September 1983, imports from Japan amounted to 2.6 million

11/ Phibro's effective bid for purposes of GSA's evaluation was $3.69 ($3.20
plus 17-percent duty). .

lg/ Billiton's effective bid for purposes of GSA's evaluation was $3.37
($2.92 plus 17-percent duty).

13/ Petition at Appendix 1.
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pounds, compared with 2.2 million pounds during the corresponding period of
1982. Japan will export 6 million pounds of sponge to the United States in
1984 as a result of GSA's stockpile purchase alone. 14/

Prices of Japanese titanium sponge declined steadily throughout the
period of investigation. 15/ This dgéline parallels an increase in the number
and total value of contracts that importers have won in the commercial market,
including the successful bid for 6 million pounds of sponge awarded to
importers of Japanese sponge. Excluding the $19.2 million GSA award, Phibro
significantly increased the value of its contracts to supply Japanese sponge
in 1983.

Imports from the United Kingdom followed a different pattern. The volume
of United Kingdom sponge imported during the period covered by the
Commission's investigation was negligible when compared with total U.S.
imports during that period. However, as a result of the GSA purchase, at
least 1 million pounds will be imported in 1984. 16/ Billiton's bid of $3.37
per pound was the lowest bid received by GSA. 17/ It significantly undercut
the losing domestic bids, which ranged from a low of $3.79 per pound to a high
of $6.25 per
pound. 18/

Although GSA officials could not say when or in what quantities
additional solicitations for titanium would be made, the record in this

investigation indicates that further solicitations are likely. 12/ For

14/ Report at A-29.
15/ 1d. at A-31, A-33.
16/ See Report at A-29.
17/ See Report at A-35 and Appendix C.
18/ Td. at Appendix C.
12/ Id. at A-36.
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example, the latest Stockpile Report to the Congress (October 1982-March 1983)

shows that the stockpile goal for titanium sponge is 195,000 short tons.
Currently, GSA has only 52,331 tons in inventory, ggj and some of this may be
useless for strategic military purposes. Zl/ With prices low and the market
for titanium sponge soft, the present would seem to be an ideal time for GSA
to purchase more titanium. Finally, GSA and the Federal Emergency Management
Agency (FEMA) have emphasized the high priority of titanium sponge in overall
stockpile requirements. This priorify was reiterated strongly during the
recent GSA bid and award process. A letter from FEMA to GSA dated October 5,
1983, stated, "Titanium sponge is among the materials accorded the highest
acquisition priority by the President, as announced in the White House press
release of March 13, 1984."‘ The letter concluded, “"We see a coﬁpelling and
urgent need to acquire titanium sponge for the stockpile.” ggj

More recent confidential pricing information, 23/ which has been
confirmmed, indicates that importers are willing to quote prices lower than
those received by GSA. 1In a subsequent bid, importers quoted prices

significantly below the winning GSA bid to supply Japanese sponge. Moreover,

20/ Stockpile Report at 20.

21/ An estimated one-third of the titanium sponge now in the stockpile was
purchased in the 1950's and has since deteriorated so that it is no longer
suitable for aircraft applications. See Transcript of Proceedings, Conference
of December 20, 1983, at 82 and 83. ~

gzj Letter dated Oct. 5, 1983, from Bernard A. Maguire, Assistant Director,
National Preparedness Programs, Federal Emergency Management Agency, to
Carroll Jones, Federal Property Resources Service, GSA.

23/ Petition at 16-17; RMI's postconference brief at 32-33.
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the GSA contract to supply Japanese sponge at allegedly LTFV prices has
affected another contract already won by a domestic producer to supply a major.
nonintegrated melter's needs for 1983, 1984, and 1985.

In addition to the increased volume of imports in 1984 stemming from the
GSA transaction and its imminent adverse impact, there are other indications
of a threat of material injury. These include the existence of substantial
idle foreign capacity available for export and the attractiveness of the
United States as an export market. In particular, the four Japanese sponge
producers have abundant capacity. gﬁj Responding to increased world demand
during 1980 and 1981 and to projected further increases in 1982 and beyond,
Japanese industry increased its capacity 122 percent from 35.8 m<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>