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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigation No. 731-TA-155 (Final)

CHOLINE CHLORIDE FROM CANADA

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, pursuant to section 735(b)(1l) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)(1)), that an industry in the United States is materially
injured or threatened with material injury by reason of imports from Canada of
choline chloride, 2/ provided for in item 439.50 of the Tariff Schedules of
the United States, which have been found by the Deparﬁment of Commerce to be

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

Background

The Commission instituted this investigation effective April 30, 1984,
following a preliminary determination by the Department of Commerce that
imports of choline chloride from Canada were being sold in the United States
at LTFV.

Notice of the institution of the Commission's investigation and of a
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 on May
23, 1984 (49 F.R. 21810). The hearing was held in Washington, DC on July 24,
1984, 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/ Commissioners Lodwick and Rohr determined that an industry producing
liquid choline chloride ‘in the United States was materially injured and that
an industry producing dry choline chloride was being threatened with material

injury. .






| VIEWS OF THE COMMISSION
Qn‘tﬁe basisvof the record developed in this investigation, we determine
that an indusory in the United States is materially injured or-throatened with
motorial injurj by reason of imports of choline chloride from Canada which are
‘being sold at_loss than fair value (LTFV). The'record demonstrates that
| increased LfFf imports of choline chloride from Canada are a cause of
declln;ng poices, declining fingncial performance, and lost sales experienced

by the domestic industry.

Domegtic industry ‘

* _ The choline chloride which is the subject of this investigation is a
synthetiérproduct which is used as a nutritive supplement in animal feeds
(primarily in poultry feeds) in order to . promote growth. l/b It is'oold in
both a liquid and a dry form. Tﬁe liquid form is'a 70 oercent soiﬁtion in"
water;'whefeas the dry form is either a 50 or 60 percent diiution on é‘carrier
material, typically ground corn cob or a cereal base. The dry form is
produced by spraying the liquid solution oo the carrier material.

of the‘five domestic producers, the three largest (Syntex Agribusiness,

“Inc. CSyntex) Nutrius, Inc. (Nutrius), and International Mineral and

Chemicals Corp. (IMC)) produce both liquid and dry choline ohloridek 2/ The

1/ There is also a medicinal-grade choline chloride, suitable for human
consumption. but that is not part of this 1nvestisatlon. Report of the
Commission (“Report”) at A-z. " o
- 2/ Report at A-9,
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two smaller companies (Thompson-Hayward Chemical Co. and Cholineco, Inc.)
produce only liquid choline chloride. 3/
| As a general propositioﬁ;”feed mills and large-scale poultty and
'livestbck'produEefs purchase ch&lihe chloride in the liquid form ;nd éhen
manufacture their own animal feéd. Premixers, companies which sell vitamin,
" mineral, 'and micronutrient premixes to small or local feed mills and to
smail~sca1e“p6ultfy'aﬁh'liVesteck gfoﬁers; generally purchase choline Chiofide
in the dry form.
 ‘Despite these diétinct‘diéitibution‘chaﬁnélé;‘uitimeteliieli ehoiiﬁe:\
chloride is dedicated to the same end use--animal feed. There ie:ais6:90me
evidence in the record suggesting that if the price of one fqrmzwere_to“4r9p.
atAleaeg some end‘users would eqnside: ewiechinghbegween'the_liguidxqu dry
products. 4/ Further, the_proceesing_necessery_to produce dpy‘cholinef;ne._
chloride from liquid choline chloride is fairly simple. 3/ Thus, the only.
reelsdiffeyence:between tﬁe'two forms is the value added by the addition of

’_the cargier mate:ie;_go,the liqg;d.to make the dryﬂprqégctﬁ Qe,conqlu@e,}w

¥

3/ 1d.  Thompson-Hayward, however, has now begun having dry choline chloride
"toll produced" for it, i.e., another company is pcoducing the dvy form from
Thompson-Hayward's liquid ‘solution.

4/ There are some limitations on this, however. 1In order for a customer to
use liquid choline chloride,- it would have to own a tank in which to store the
product TheSe tanks are fairly expensive and are therefoce typically owned
only by larger operations.” Transcript of the heering ("Tr.") at 68. Further.
most premix operations could not use the liquid choline chloride because they
sell their premixes in 50 lb. paper bags. Tr. at 102.

5/ Report at A-4.
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therefore, that liquid and dry choline chloride constitute one like

product. 6/ 7/

Condition of the domestic industry

The primary indicators of the condition of the domestic industry showed
‘declines over the period of investigation. 8/ U.S. capacity-to produce liquid
and dry choline chloride remained stable in 1982, 1983, and the first half of
1984. However, production of liquid choline chloride declined from
60.1 million pounds in 1982 to 49.3 million pounds in 1983, and from 26
million pounds in January-June 1983 to 23.8 million pounds in January-June .

1984. 9/ sSimilarly, production of dry choline chloride declined from 33.6

6/ We note, however, that even if we were to have found two like products,
our result here would not have changed.

1/ Commissioners Lodwick and Rohr determine that liquid and dry choline
chloride are separate products. Therefore there are two domestic industries
each producing a "like product" corresponding to each of the two imported
products subject to this investigation. This investigation, like that of
Sorbitol from France: Determination of the Commission in Investigation No.
731-TA-44 (Final-Court Remandz . ., USITC Publication 1441 (October 1983),
involves a product produced in two distinct forms, a liquid form and a dry
form. In Sorbitol from France, the Commission determined that the two forms
of sorbitol were separate products due to the lack of competition batween the
two forms. For example, there are different additional production processes
used to produce the dry or crystalline form, different prices, and different
end uses. In this case, there are distinct characteristics and uses of the
dry and liquid forms of choline chloride which, with the additional fact that
changes in the price of one form are not related to changes in the price of
the other, require us to find two separate products and industries. Dry
choline chloride is a more advanced product requiring additional production
processes. Given sufficiently large relative price changes between the liquid
and dry forms, substitution may be advantageous for a few purchasers.
However, substitution requires much larger price changes than have
historically existed or seem likely to exist in the foreseeable future.
Further, as noted above, there are different marketing and distribution
patterns for the two products.

8/ Much of our discussion of the condition of the domestic industry is
limlted to 1982, 1983, and the first half of 1984. Although data were
collected for 1981 as well, it does not include complete data for Nutrius,
Inc., which is a relatively large producer. Report at A-15.

9/ Id4. at A-11, table 3, and A-48, table D-1. We note that much liquid
choline chloride produced is captively consumed to produce dry choline
chloride.
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million pounds in 1982 to 30.6 million pounds in 1983 and from 16 million
pounds in January-June 1983 to 14.4 million pounds in January-June 1984. 10/
As a result, capacity utilization rates also declined. 11/

U.S. producers' domesti§ open-market shipments of choline chloride also
declined, from 47.4 million pounds in 1982 to 37.9 million pounds in 1983 and
from 20.1 million pounds in January-June 1983 to 17.1 million éounds in
January-June 1984. 12/

Employment turned downward as well. The average number of production and
related workers producing choline chloride fell from 51 in 1982 to 47 in 1983
and from 47 in January-April 1983 to 45 in January—Aprii 1984, 13/ The |
average hours worked by these employees and total compensation paid-to them
also declined over the period of 1982-83, and January-April 1983 compared with
that in January-April 1984. 14/

Reliable profit-and-loss data were available for only two compaﬁies,
Syntex and Nutrius, but together they account for a substantial portion of
U.S. production. 15/ Net sales from choline chloride operations declined for
both companies from 1982 to 1983 and in the interim period ended April 30,

1984, from those in the corresponding 1983 period. 16/ At the same time,

10/ Id.

11/ 1d.

12/ Id. at A-12, table 4, and A-48, table D-1.
13/ Id. at A-16, table 8.

14/ 1d.

15/ Profit-and-loss data were obtained from three of the five domestic
producers. However, the data reported by one of the companies were determined
to be based upon unreliable allocations and therefore were not used. Id. at
A-15. Of the two companies from which reliable data were obtained, only
Syntex was present in the market throughout the period of investigation.
Nutrius, Inc., began operations in 1981, when it purchased Diamond Shamrock
Corp.'s choline chloride operations and therefore was able to provide only
fourth quarter data for 1981. Id. at A-6, A-11.

16/ 1d. at A-17-A-18.
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increased product costs resulted in declining operating margins for both
companies throughouf the period investigated. 17/ The lower operating margins
indicate that neither company was able to raise its prices sufficiently to

offsel these increased product costs. 18/ 19/

Material injury or threat of material igjurx by reason of LTFV imports

LTFV imports of choline chloride from Canada increased steadily

throughou£ the period of investigation, 20/ capturing an increasing portion of
domestic consumption. 21/ By the first half of 1984, liquid choline chloride
from Canada increased its share of domestic consumption by almost

one-half. 22/ Although dry choline chloride was not exported by the sole
Canadian producer, Chinook Chemicals Co., until 1983, it succeeded in
capturing a small portion of the domestic market during that year and

increased its share of the market in the beginning of 1984. 23/

17/ 1d.

18/ 1d.

19/ Commissioners Lodwick and Rohr concur with their colleagues that the
factors noted above describe an industry experiencing material injury.
However, in light of our finding of two domestic industries, we considered the
condilion of each industry separately to come to our conclusion that the
liquid choline chloride industry is now materially injured and that the dry
choline chloride industry is currently in a weak and vulnerable position.
This is because the facts described above are heavily weighted by the liquid
form because its production is nearly twice that of the dry form, thereby
masking the true performance of the dry choline chloride industry..

For the dry choline chloride industry, capacity utilization is 15 to 20
percentage points higher, and domestic shipments fell by one-half as much as
liquid chlorine over the period of investigation. Also, although production
for Lhe liquid form fell sharply in 1983, dry production fell at one-half the
rate. Meanwhile, exports of the dry form, although below 1983 levels,
continued larger than the level in 1981, even in the interim period of
January-April 1984. - As for the financial performance, operating income over
sales, although slowly declining, was generally higher and more stable for dry
choline chloride than liquid. Additionally, gross margins as a percentage of

‘net sales were substantially above those for the liquid industry

20/ Id. at A-23, table 18.°

21/ Id. at A-22-A-24.

22/ 1d.

23/ 14.



Prices of choline chloride declined irregularly over the period of
investigation. Thus, prices of domestically produced liquid choline chloride
were 45 cents per pound in January-March 1981 and declined by 25.1 pereent to
33.7 cents per pound in January-March 1984; prices of domestically produced
dry choline chloride fell by 13.5 percent during the same period, from 47.5
cents per pound to 41.1 eents per pouhd.‘ggl A comparison of irport prices
shows that there were margins of underselling by imports of liquid choline
chloride in 8 of the 11 duarters studied 25/ and by imports of dry choline
chloride in 3 of the S quarters for which such data were available. 26/ 27/

The data on prices and underselling margins are in part explained by the
“meel or release” clauses contained in most choline chloride sales contracts.
As a result of these clauses, most contracts are merely supply contracts, with
prices negotiated at the time of each shipment. 28/ 1If a purchaser isvable to
obtain the product from aoother source at a orice lower than that which the
producer holding a contract is willing to meet, a producer will lose the sale
of that shipment.

Although borh domestic prodocersraod the importer allege that they have
been foroed to reduce prices and have lost sales to one another under the

terms of the "meet or release" clauses, the participation of the importer in

24/ Id. at A-25-A-26, tables 20 and 21. The price data collected from
purchasers of liquid choline chloride showed similar declining trends. Id. at
A-28, table 22. ‘

25/ Id4. at A-25-A-26, tables 20 and 21. Price data obtained from purchasers
of liquid choline chloride show underselling in all but one of the quarters
studied. Id. at A-28, table 22. Ce

26/ 1d. at A-25-A-26, tables 20 and 21.

27/ Chairwoman Stern notes that the LTFV margins found by Commerce account in
large part for the ability of the. imported product to undersell the domestic
product.

28/ 1Id. at A-23.
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this practice with such a relatively large volume of significantly undersold,
dumped imports of choline chloride from Canada has contributed to an overall
decline in prices and has caused material injury to the domestic industry.
Meanwhile, the importer has recently increased its capacity to produce
choline chloride by more than one-half. 29/ Given the limited size of the
Canadian market for choline chloride 30/ and the limited number of export
markels for Canadian choline chloride, 31/ we determine that the domestic
induslry producing choline chloride is also threatened with material injury by

reason of imports from Canada. 32/

29/ Id. at A-21.

30/ The total Canadian market for choline chloride is 6 million pounds
annually. Transcript of the Preliminary conference at 11 and 129.

31/ According to respondent, it recently began exporting choline chloride to
Japan, Tr. at 99, but before then, the United States was its only export
markel.

32/ Commissioners Lodwick and Rohr concur that the liquid choline chloride
induslry is currently experiencing material injury due to imports from Cariada
as evidenced by the large and rapidly increasing penetration ratio of imports
to consumption and the significant margin of underselling in the vast majority
of the quarters compared.

We determine that the domestic dry choline chloride industry is
threatened with material injury by imports even though there is a relatively
small amount of imported dry choline chloride in the market and the instances
of underselling are few and by small margins. We believe that the Canadian
producer is able and intends to export larger quantities of the dry form to
the United States in the near future. Although the increase in foreign
capacity was for liquid choline chloride, the Canadian producer has entered
into a relationship with a firm that has the capacity to process the
additional liquid into dry choline chloride. Further, the recent entry of
Canadian dry choline chloride into the U.S. market and the fact that the
importer has acquired substantial warehousing capacity in the United States
demonstrates its intent to participate in the U.S. market.
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A-1
INFORMATION OBTAINED IN THE INVESTIGATION

Introduction

On November 14, 1983, a petition was filed with the United States
International Trade Commission and the Department of Commerce by counsel on
behalf of Syntex Agribusiness, Inc. (Syntex), alleging that imports of choline
chloride from Canada are being, or are likely to be, sold in the United States at
less than fair value (LTFV) and that an industry in the United States is being
materially injured, or is threatened with material injury, by reason of such
imports. 1/. Accordingly, effective November 14, 1983, the Commission instituted
antidumping investigation No. 731-TA-155 (Preliminary) under section 733(a) of
the Tariff Act of 1930 (19 U.S.C. 1673d(a)) to determine whether there is a
reasonable indication that an industry in the United States is materially
injured, or is threatened with material injury, or the establishment of an
industry in the United States is materially retarded, by reason of imports from
Canada of choline chloride, provided for in item 439.50 of the Tariff Schedules
of the United States (TSUS), which are allegedly being sold at LTFV.

On December 30, 1983, the Commission determined that there was a reasonable
indication that an industry in the United States is materially injured by reason
of alleged LTFV imports of choline chloride from Canada. Commerce, therefore,
continued its investigation into the question of alleged LTFV imports and
published its preliminary determination in the Federal Register of April 30, 1984
“(49 F.R. 18344). Commerce preliminarily determined that choline chloride from
Canada is being, or is likely to be, sold in the United States at LTFV. 2/ On
the basis of Commerce's affirmative preliminary determination, the Commission
instituted a final antidumping investigation on April 30, 1984.

Following the receipt of a request from Chinook Chemicals Co. Ltd., the sole
-exporter of choline chloride from Canada, Commerce extended the date of its final
determination by 60 days and published a notice of postponement in the Federal
Register of July 13, 1984 (49 F.R. 28590). On September 12, 1984, Commerce
determined that choline chloride from Canada is being sold in the Unted States at
less than fair value. Margins were found on 73 percent of the choline chloride
sold during June-November 1983, with the weighted-average margin on all sales
being 9.73 percent. 3/

"Notice of the institution of the Commission's investigation and of the
public hearing held in connection therewith was given by posting copies of the
notice in the Office of the Secretary, U.S. International Trade Commission,
Washington, DC, and by publishing the notice in the Federal Register of May 23,
1984 (49 F.R. 21810). 4/ The public hearing was held on July 24, 1984, at
‘whichall interested parties were afforded an opportunity to present information
for consideration by the Commission. 5/ The briefing and vote on this
investigation occurred on October 18, 1984,

1/ Concurrently, counsel for Syntex filed a dumping petition on chol1ne
chloride from the United Kingdom.

2/ On this same date, Commerce preliminarlly determined that choline chloride
imported from the United Kingdom is not being sold in the United States at LTFV.

3/ Copies of the Department of Commerce's notice of postponement of final
determination and notice of final determination are presented in app. A. Aol

4/ A copy of the Commission's notice of institution of the investigation is
presented in app. B.

5/ A copy of the calendar of the public hearing is presented in app. C.
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The Product

Description and uses

Pure choline chloride is a chemical with the formula CsH;4C1NO and a

molecular weight of 139.6. The chemical name for choline chloride is
(2-hydroxyethyl)trimethylammonium chloride. 1/ The pure chemical occurs as

white powder or crystals that are soluble in both water and alcohol. Choline
chloride is the chloride salt of choline, a chemical that occurs widely, but
in low concentration, in many natural products. Choline is a strong organic
base which readily reacts with organic and inorganic acids to form various
choline salts. Choline chloride, for example, is an organic salt obtained
from the reaction of choline and hydrochloric acid. The petitioner explicitly
states that choline salts other than choline chloride are not the subject of
its complaint.

Choline chloride is marketed in two grades and in several forms. The two
grades are medicinal (pharmaceutical) grade and animal feed grade. The
medicinal grade is virtually pure choline chloride and must meet Food and Drug
Administration standards for use by humans, which require that choline
chloride meet the specifications published in the Food Chemicals Codex. 2/
Specifications are less stringent for the animal-feed grade. Medicinal-grade
choline chloride recently had a list price of about $2.30 per pound versus
less than 50 cents per pound for 70-percent choline chloride in the animal
feed grade. 3/ Thus, there are two markets for choline chloride, a very small
market for medicinal grade and the larger animal feed market, which accounts
for virtually all U.S. consumption of choline chloride. 4/ Imports of
medicinal—grade choline chloride are not alleged by the petitioner to be a
cause of injury to the domestic industry.

According to industry sources, there are three standard dilutions of
choline chloride marketed for use in animal feeds: (1) a 70-percent solution
in water (CC70), (2) a 60-percent dry form absorbed on an inert carrier
material, such as ground corncobs or a cereal base carrier (CC60), and (3) a
50-percent dry form absorbed on an inert carrier such as silicate or cereal
(CC50). CCS0 which uses a silica carrier is not produced in the United States
and does not compete with CC50 which uses a cereal carrier. 5/ Also, this
product is priced considerably higher than CC60 and is sold to the dairy
industry as a milk replacement for weaning calves and piglets and not as a
feed additive. . All the animal feed grade is marketed for the same end uses,
although different customers purchase different dilutions.

1/ USAN and the USP Dictionarz of Drug Names, 20th ed., The United States
Pharmacopeial Convention, Inc., 1982, p. 123.

2/ National Academy of Sciences, Food Chemicals Codex, 3d ed., 1981. Pp. 84
and 85.

3/ Chemical Marketing Regorter. Schnell Publishing Co., Apr. 23, 1984,

4/ Syntex is the only domestic producer which is currently producins
medicinal-grade choline chloride. *%x,

5/ The United Kingdom is believed to be the only known source of this
product. Canada neither produces nor exports choline chloride of ‘a 50-percent
standard dilution.

A2
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Medicinal-grade choline chloride has been used in the treatment of
certain diseases and medical conditions, including Huntington's disease and
drug-induced tardive dyskinesia. 1/ It is also sometimes used to increase the
choline content of infant formulas and as a nutritional supplement for acutely
ill patients. 2/

Choline chloride has been clearly demonstrated to be effective in the
nutrition of poultry and swine and is routinely added to the feed rations for
these animals. Most commonly used poultry feeds, especially the cereal
grains, do not have the optimum amount of natural choline for maximum animal
growth, so choline chloride is added to bring the choline content up to the
desired level. According to one reference source, young chickens require
about 0.15 percent choline in their diet, and young turkeys require 0.20
percent. 3/ Thus, about 3 to 5 pounds of choline chloride are required per
ton of feed. The natural choline content of feed can vary widely; therefore,
the amount of choline chloride added may also vary. Industry sources have
stated that 1 to 1.5 pounds added per ton of feed is a crude approximation.

The choline ion in the choline chloride molecule is the physiologically
active part of the molecule. It is necessary in fat metabolism and is also
believed to be involved in the metabolism of the essential amino acid
methionine, which is also routinely added to poultry and swine feed. Other
salts of choline exist, such as choline bitartrate and choline dihydrogen
citrate, but they are more expensive to produce than choline chloride and are
not price competitive in the animal feed market. Choline is necessary for
animal growth and must be present in the diet in the required amounts. No
other chemical is known to be a physiological substitute for the choline ion
in animal metabolisms. Humans normally obtain the required amounts in their
diets; but poultry, swine, and other livestock need additional amounts added
to their feed rations in order to maximize their growth potential.

Manufacturing process

A published procedure for the production of choline chloride involves a
process in which 300 parts of a 20-percent solution of trimethylamine is
neutralized with 100 parts of concentrated hydrochloric acid. The solution is
treated for 3 hours with 50 parts of ethylene oxide under pressure and at a
temperature of 60 degrees Celsius. This procedure results in a practically
quantitative yield of choline chloride. 4/ All domestic and foreign producers
of choline chloride are believed to use a variation of this synthesis in their
manufacturing process.

The synthesis yields a solution of about 75 percent choline chloride in
water. The concentration of the solution varies according to the concentration
of the hydrochloric acid used in the manufacturing process. The product is
either concentrated by evaporation or diluted to a standard concentration of

1/ American Medical Association, AMA Dfug ﬁvaluations. 4th ed., 1980, p. 262.
2/ Remington's Pharmaceutical Sciences, 16th ed., 1980, pp. 957 and 969.
3/ Kirk-Othmer Encyclopedia of Chemical Technology, 3d ed., vol. 6, 1979,

P. 24.

4/ Kirk-Othmer Encyclopedia of Chemldil Technology, vol. 5, John Wiley &
Sons, Inc., 1964, p. 407. A-3
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70 percent choline chloride in water, and most is marketed as such. To produce
dry choline chloride for the animal-feed market, the aqueous choline chloride
solution is mixed with an inert material and dried so that the dry material
has a guaranteed minimum analysis of 50 or 60 percent choline chloride.

A modification of the synthesis can be used to react trimethylamine and
ethylene oxide in the presence of water and carbon dioxide to form
cholinecarbonate, which can easily be converted into the desired salt by
reaction with a particular acid. For example, citric acid could be used to
produce choline dihydrogen citrate, or tartaric acid could be used to obtain

choline bitartrate. .

Of the varjous synthesis processes, the one yielding choline chloride is
the most economical, because it uses low-cost, commodity-type organic and
inorganic cheplcals. In September 1984, the published prices of the chemicals
used to produce animal-feed-grade choline c¢hloride were about 46 cents per
pound for trimethylamine, about 29 cents per pound for ethylene oxide, and
about 4 cents per- pound for hydrochlorlc acid. On the other hand, the price
of citric. acid was about 85 cents per pound, and that for tartaric acid about
80 cents per pound. Thus, the cost of these acids would more than double the
cost of producing choline dihydrogen citrate or choline bitartrate compared
with the cost of producing choline chloride. ' As stated earlier, since the
choline part of the molecule is the physiologically active portion, salts
other than choline chloride are not price competitive in the large animal-feed
market. However, choline dihydrogeéen citrate and choline bitartrate may offer
some advantages not related to price in the small pharmaceutical market for
choline salts. ’

U.S. tariff treatment

Choline chloride is classified under item 439.50 of the TSUS. The
column 1 rate of duty is 3.7 percent ad valorem and has been in effect since
January 1, 1980. 1/ The current column 1 rate reflects the full U.S.
Multilateral Trade Negotiations (MIN) concession rate implemented without
staging for articles classifiable under TSUS item 439.50.

Channels of distribution

Domestic producers of animal-feed-grade choline chloride market their
product directly, or through subsidiary operations, to two major types of
customers: (1) feed mills and (2) premixers, which sell vitamin, mineral, and
micronutrient premixes to feed mills. Ralston-Purina Co. is an example of a
large feed company that would purchase significant quantities of choline
chloride. Ralston-Purina has about *** feed mills which purchase the general
ingredients--including vitamins and micronutrients--to manufacture its wide
range of animal feeds, which are then sold through its own distributors and
outlets. Most large-scale poultry and swine producers are also likely to have
their own feed mills; they usually purchase CC70 directly from domestic
producers, importers, or distributors. ‘

1/ The rates of duty in col. 1 are most-favored-nation (MFN) rates and are
applicable to imported products from all countries except those Communist A4
countries gnd areas enumerated in general headnote 3(f) of the TSUSA.
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There are certain geographical concentrations of chicken, turkey, and
swine producers (the principal end-use markets for choline chloride), and it
is industry practice to assign sales representatives to serve these
geographical areas. Principal chicken-producing States are Arkansas, Georgia,
Alabama, North Carolina, and Maryland. Key turkey-producing States include
Minnesota, North Carolina, California, Missouri, and Pennsylvania. U.S. swine
production is concentrated mainly in Iowa, Illinois, Ohio, and Georgia. Sales
representatives routinely contact customers, and potential customers, in these
market areas to solicit sales.

Premixers purchase (or produce) vitamins, minerals, and micronutrients,
which they dilute and mix together in concentrations suitable for local feed
mills or regional markets. Most producers of choline chloride had premix
operations at one time, but the premix market is highly price competitive,
with low profit margins. Some choline producers, including Syntex, have
divested themselves of their premix operations. However, Nutrius, Inc.,
another large producer of choline chloride, continues to operate premix
facilities throughout the United States. There are reportedly a few firms
that could be considered national premixers. Most local and regional
premixers are entrepreneurial entities which purchase all the ingredients for
their premixes. According to the petition, these premixers constitute the
principal market for dry choline chloride in 50- and 60-percent concentrations.
The premixers sell to feed mills that are not equipped to use concentrated
forms of vitamins, minerals, and micronutrients in their milling operations.
The finished feed must be a homogeneous mixture of all the ingredients,
including all the additives added in low concentrations, so that each fed
animal receives all its required nutrients, minerals, and vitamins.

Nature and Extent of Sales at LTFV

Commerce's investigation of LTFV sales covered the period June 1, 1983-
November 30, 1983, and compared U.S. purchase prices with foreign-market
values based on home-market selling prices, allowing for certain deductions
and adjustments. Commerce found that the foreign-market value of choline
chloride from Canada exceeded the U.S. price on 73 percent of the sales
compared. The LTFV margins ranged from 0.1 to 39.7 percent. The weighted-
average margin on all LTFV sales compared was 9.7 percent. :

The Domestic Industry

There are five domestic producers of choline chloride as follows:

Cholineco, Inc.
Hampton, SC;

International Minerals and Chemical Corp.
North Brook, IL;

Nutrius, Inc.
Cleveland, OH;

Syntex Agribusiness, Inc.
Springfield, MO; and : _ A-5

Thompson-Hayward Chemical Co.
Kansas City, KS.
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Prior to April 5, 1984, Cholineco, Inc., was a privately held corporation
that was owned and managed by one individual. Under a purchase agreement
executed on April 5, 1984, Southern Micro Blenders, a major wholesaler/
distributor of animal feed additives, acquired the physical plant assets of
Cholineco and retained the latter's corporate name. 1/ Choline chloride is
the only known product which Cholineco produces.

International Minerals & Chemical Corp. (IMC) is a multinational
corporation producing principally fertilizers, industrial products,
ferroalloys, industrial minerals and chemicals, animal products, and oil and
gas. Most of its plants are located in the United States or Canada.

Nutrius, Inc., is a jointly owned subsidiary of Mitsui & Co. (U.S.A.),
Inc. (*** percent), and Mitsui & Co., Ltd. (*** percent). Mitsui & Co., Ltd.,
is one of Japan's largest trading companies; it deals in iron and steel,
nonferrous metals, fuels, chemicals, textiles, and other products. Mitsui &
Co. (U.S.A.) Inc., purchased Diamond Shamrock Corp.'s choline chloride
operations in 1981 and continued these operations under Nutrius, Inc.

Syntex Agribusiness Inc., the petitioner, 2/ is a wholly owned subsidiary
of Syntex (U.S.A.) Inc., a multinational corporation producing principally
pharmaceutical products. Syntex is incorporated in Panama and has plants and
offices in the United States, Puerto Rico, and nine foreign countries.

Thompson-Hayward Chemical Co. is a wholly owned subsidiary of Harrisons
Crosfield (America) Inc., which, in turn, is a subsidiary of Harrisons
Crosfield Ltd. of Canada. Thompson-Hayward's principal activities include the
manufacture and distribution of chemical products to a wide range of
industries. From June 1981 to March 1984, liquid choline chloride produced at
Thompson-Hayward's Kansas City, KS, facility was marketed and distributed
exclusively by the nutritional health division of Thompson-Hayward. This
marketing arrangement, however, was terminated on February 29, 1984, following

the acquisition of the nutritional health division by Salsbury Laboratories,
Inc. 3/ .

U.S. Importers

All import transactions involving Canadian-produced choline chloride are
handled directly by the sole Canadian manufacturer, Chinook Chemicals Co.
Ltd., through its sales office in Toronto, Canada. Choline chloride exported
by Chinook enters the United States by truck at one of two entry points,
Buffalo, NY or Port Huron, MI. Choline chloride, the only choline salt which
is exported to the United States by Chinook, is one of several chemical
products exported by that firm.

1/ Southern Micro Blenders' parent firm (Con Agra) uses substantial amounts
of choline chloride in its U.S. poultry operations.

2/ In the preliminary investigation, Syntex was the only petitioner
However, in the final investigation, all current members of the domestic
industry have actively participated as petitioners.

3/ Salsbury Laboratories, Inc., subsequently changed the name of the
nutritional snd health division to Duphar Nutrition, Inc.
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Foreign Producers

Limited information is available concerning foreign producers of choline
chloride in countries other than Canada and the United Kingdom. The petition
alleged that Chinook Chemicals Co. Ltd., is the source of the choline chloride
from Canada that is the subject of the complaint. The official import
statistics of the U.S. Department of Commerce indicate that about 83 percent
of all choline salts imported into the United States in 1983 and January-July
1984 originated in Canada. An additional 13 percent of such imports came from
the United Kingdom in 1983, but only 6 percent of imports were from that
country in January-July 1984. Other sources of choline salts, but not
necessarily choline chloride, include Belgium, Yugoslavia, France, the
Federal Republic of Germany, Switzerland, Spain, and Italy.

Demand Factors

Choline chloride is considered an essential ingredient in the diet of
poultry, swine, and other animals. Nearly 70 percent of domestic consumption
is used in feed for poultry, 1/ especially broilers 2/ or young chickens,
whose dependency on choline decreases with age. The remaining 30 percent of
consumption is used in feed for swine and other livestock animais. Since feed
for young chickens is the primary market for choline chloride, its demand is
heavily dependent on U.S. poultry production and, perhaps to a greater extent,
U.S, feed consumption (i.e., pounds of feed required per pound of poultry
produced). Recent statistics published by the U.S. Department of Agriculture
indicate that, from 1970 to 1980, the amount of feed required to produce. 100
pounds ofkbr011ers has decreased by 4 percent, from 217 pounds in 1970 to 208
pounds in 1980. 3/ Also during this period, the average market weight per
broiler produced increased from 3.6 pounds in 1970 to 4.0 pounds in 1980.
Improvements in these production efficiencies influence U.S. choline chloride
demand -

Notwithstanding the production efficiencies mentioned above, U.S. choline
chloride consumption is heavily influenced by the numbers of chickens and
other livestock animals in production in a given period of time. As chown in
table 1, the overall production index for U.S. poultry and livestock declined
by nearly a full percentage point in 1982, increased by about 4 percentage
points in 1983, and is expected to decrease by about 1 percentage point in
1984. The index for U.S. poultry production showed an ll-percent increase in
1983 over that in 1981 compared with an increase of less than 1 percent in the
index for U.S. livestock production.

Since no alternate uses for choline chloride are anticipated over the
next several years, demand for this product ‘will most likely be influenced by
changes in U.S. poultry production.

1/ See petition at p. 5. '

2/ According to the U.S. Department of Agriculture, broilers are defined to -
include young chickens, fryers, roasters, capons, and cornish hens generally
weighing from 2.5 to 4.8 pounds.

3/ See: The U.S. Poultry Industry, Changing Economics and Structure, July
1983, PP. 14 and 15.

A-7
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Table 1.--U.S. livestock and poultry production, 1981-84

Production

_ ) °  Index (1981=100.0)
PeriOd : : . . : . L3
. Livestock Poultry | Total | Livestock  Poultry . Total
! ——— Millions of gounds ————— : : :
1981 : 38 675 : 14,415 53,090 : 100.0 : 100.0 : 100.0
1982 : 37,266 : 15,425 : 52,691 : 96.4 : 107.0 : 99,3
1983 : 38,972 16,047 : 55,019 : 100.8 : 111.3 ¢ 103.6
1984 :1/ 39,199 :1/ 16,312 :1/ 54,511 :2/ 101.4 12/ 113.2 :

2/ 102.7

1/ U.S. Department of Agriculture estimate.
2/ Estimated on the basis of January-May data.

Source: Compiled from official statistics of the U.S. Department of
Agriculture.

" Apparent Consumption

Apparent consumption of liquid choline chloride increased irregularly
from *** pounds (dry weight) in 1981 to *** pounds (dry weight) in 1983
(table 2). Consumption rose from *** pounds in January-April 1983 to *¥x
pounds in: January-April 1984, or by less than *** percent. The 1981-83 ,
consumption trend for dry choline chloride was similar to that for the lxquid .
product. However, unlike the slight increase in consumption of liquid choline
chloride in January-April 1984 over consumption in January-April 1983,
apparent consumption of dry choline chloride declined by *** percent in
January-April 1984 from that in January-April 1983. The ratio of imports of
liquid and dry choline chloride to apparent consumption of the liquid and dry
products increased from **x agnd *** percent of consumption in 1981, , }
respectively, to *** and *** percent of consumption in 1983, respectively.
U.S. imports of 1liquid choline chloride as a share of liquid choline chloride
consumption increased from nearly *Xx percent of consumption in January—hpril
1983 to nearly *** percent of consumption in January-April 1984. Although
consumption of dry choline chloride declined in absolute terms, the ratio of

imports to consumption remained unchanged in January-April 1984 from that in
the correspondlng 1983 period.

Consideration of Alleged Material Injury

Since 1981, two firms have withdrawn from the domestic choline chloride
industry only to be replaced by two new entrants. In June 1981, TH
Agriculture and Nutrition Co. sold its liquid choline chloride plant to _
Thompson-Hayward Chemical Co. TH Agriculture and Nutrition Co. then entered
into an arrangement with Thompson-Hayward whereby the former became the
exclusive customer of choline chloride produced by the latter. 1/ "The second
firm to withdraw from the industry was Cholineco, Inc. The plant assets and
company name of Cholineco were sold to Southern Micro Blenders on April 5,

1/ On Mar. 1, 1984, TH Agriculture & Nutrition Co. was acquired by Duphar A8
Nutrition, Inc.
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Table 2.--Choline chloride: U.S. producers’' shipments, imports for
consumption, exports of domestic merchandise, and apparent consumption, by
‘types, 1981-83, January-April 1983, and January-April 1984

: U.s. : : : : Ratio of
Item - sproducers' : Imports : Exports : Apparenti s imports to
: shipments : H : consumpt on, consumption
P mm————— 1,000 pounds, dry weight-——--—- : —-—-Percent-—-
Liquid: : : : : :
1981-————————— : 16,841 : *kk Kkk 3 *kk %%k
1982-———————me e : 24,036 : *kk fatat *kk ) *kk
1983~ : 18,089 : *kX 3 *kk *kk *kk
January-April-- : : : : :
1983~ ————mmmmm : 5,597 : *kk *kk *kk *kek
1984————————— : 4,195 : ot ot B ot ot ot LI *kk
Dry: : H : : H
1981-————— : 16,489 : *kk 3 *kk o Kkkk %kk
1982~ : 29,218 : *kk *kk xkk *kk
1983 : 25,106 : *kk g *kxk *kk 3 *kk
January-April-- : : : : :
1983 = 8,734 : *kk *kk *kk *kk

p 117 V— : 7,809 : KRR *kk *kK 3 *okk
Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.

1984. Notwithstanding these: changes, the domestic industry continues to
consist of five producers, all of which were sent Commission questionnaires in
connection with this investigation. The discussion that follows is based on
data submitted in response to these questionnaires. 1/

u.s. foduction capacity, and capacity utilization

Syntex, Nutrius, and IMC each produce liquid and dry choline chloride,
and Thompson-Hayward and Cholineco produce only the liquid pr'oduct. 2/ Since
liquid choline chloride is further processed to produce dry choline chloride,
a significant amount of U.S. production of liquid choline chloride is
captively consumed. As shown in the following tabulation, U.S. producers'

1/ Four U.S. producers submltted data in response to Commission
questionnaires. However, Cholineco, Inc., which accounted for an estimated 5
percent of U.S. production in 1983, did not provide the requested data. Also,
1981 data for Nutrius, Inc., are for September-December only.

Because of the lapse of time between Commerce's preliminary and final
determinations, U.S. producers were requested at the hearing to update their
questionnaire responses with more recent data in order that the Commission
might have the most recent data available in making its determination.

Updated data pertaining to U.S. producers' production, shipments;, and
employment were supplied by Syntex, Nutrius, IMC, and Thompson—Hayward and are
presented in app. D.

2/ In September 1984, Thompson-Hayward signed an agreement with Westway
Trading Co. (Rudd, IA) which calls for Westway to toll-produce dry choline
chloride for Thompson-Hayward. Chinook has a similar. arrangement with wés%way.
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. captive consumption of liquid choline chloride increased from 52 percent of
production in 1981 to about 64 percent of production in 1983 and in
January-April 1984:

Liquid choline chloride

Ratio (percent) of

Captive captive consumption
Period Production consumption to production

-1,000 poundé, dry weight-

1981 35,838 18,579 51.8
1982 60,052 35,533 59.2
1983 49,308 31,712 64.3
January-April--
1983 17,277 ' 10,674 61.8
1984 16,251 10,471 64.4

Data on U.S. production of liquid and dry choline chloride as well as
U.8. producers' capacity to produce both the liquid and dry forms are shown in
table 3. U.S. production of liquid choline chloride increased irregularly
from 35.8 million pounds (dry weight) in 1981 to 49.3 million pounds (dry
weight) in 1983. U.S. production of dry choline chloride also increased
irregularly over the same period, from *** pounds in 1981 to 30.6 million
pounds in 1983. U.S. production of the liquid and dry products was lower by 3
percent and 9 percent, respectively, in January-April 1984 than in
January-April 1983. In terms of liquid versus dry choline chloride capacity
utilization, U.S. producers achieved a significantly higher level of capacity
utilization producing the dry product than they achieved producing the liquid
product. The average annual capacity utilization rate for dry choline
chloride during 1981-83 was 72 percent. This rate compares with an average
annual capacity utilization rate of 54 percent for liquid choline chloride.
In January-April 1984, U.S. producers' capacity utilization for the dry
product was 70 percent compared with a utilization rate of 53 percent for the
liquid product. - During 1981-83, U.S. producers operated their liquid choline
chloride facilities an average of 148 hours per week for 51 weeks a year. Dry
choline chloride production facilities were in operation 143 hours 2 week for
an average of 51 weeks a year during the same period. See table C-1 in
appendix C for updated data on U.S. production, capacity and capacity

utilization. : ,

2 v
U.S. producers' shipments

Domestic_shipments.--U.S. producers' domestic open-market shipments
(excluding intercompany and intracompany transfers) of liquid and dry choline
chloride increased irregularly from 1981 to 1983. U.S. producers' total
domestic shipments of both types declined by 7 and 13 percent, respectively,
in January-April 1984 from such shipments in January-April 1983. U.S.
producers' shipments of liquid choline chloride increased from 16.8 mi1ibh
pounds (dry weight), valued at $8.1 million, in 1981 to 24.0 million pounds
(dry weight), valued at $12.4 million, in 1982 (table 4). In 1983, producers'
shipments declined to 18.1 million pounds valued at $8.8 million. U.S.
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Table 3.--Choline chloride: U.S. capacity, production, and capacity utilization,
by types, 1981-83, January-April 1983, and January-April 1984

. : . : . : Capacity
Type and period . Capacity . Production . utilization
: --——-1,000 pounds 1/---—- : Percent
Liquid: , : : :
1981--- - 75,963 : 2/ 35,838 : 47.2
1982—- : 91,963 : 2/ 60,052 : 65.3
1983--——-~~~ : 91,963 : 2/ 49,308 : 53.6
January-April-- : : :
1983— ——— - H 30,654 : 2/ 17,277 : 56.4
1984-——- - H 30,654 : 2/ 16,251 : 53.0
Dry: : H :
1981l —— e : KA *kk KKK
1982-~—~~- — : 41,200 : 33,594 : 81.5
1983 : 41,200 : : 30,607 : 74.3
January-April-- : : :
1983———- —— - 13,765 : - 10,628 : 74.6
1984———- -— -3 13,765 : 9,644 : 70.1

1/ Dry-weight basis.
2/ Amount shown includes production which is captively consumed.

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

Note.--The table excludes January-September 1981 data for Diamond
Shamrock and data for Cholineco covering all periods. Estimated capacity and
production data for these 2 firms are as follows: Diamond Shamrock's choline
chloride capacity was about *** pounds during January-September 1981; during
this period, the firm produced approximately *** pounds. Cholineco's choline
chloride production approximated *** pounds in 1981, *** pounds in 1982, X%
pounds in 1983, and *** pounds in January-February 1984. Cholineco's capacity
has remained at about *** pounds annually since 1981.

producers' shipments declined to 4.2 million pounds (dry weight), valued at
$2.2 million, in January-April 1984, down from shipments of 5.6 million pounds
(dry weight), valued at $3.1 million, in January-April 1983. U.S. producers'
domestic open-market shipments of dry choline chloride (CC60 and CC50)
increased from *** pounds, valued at **%, in 1981 to 23.4 million pounds,
valued at $15.5 million, in 1982. Producers' shipments declined in 1983 to
19.8 million pounds, valued at $13.6 million. The average unit value of U.S.
producers' shipments of liquid choline chloride peaked in January-April 1983
at 55 cents per pound. The average unit value of dry choline chloride
shipments declined from *** cents per pound in 1981 to 66 cents per pound in
1982 but then increased to 69 cents per pound in 1983.

In terms of the types of product shipped, U.S. producers' domestic
shipments of choline chloride consisted of nearly equal amounts of the liquid
and dry product during 1982 and 1983 and during the two interim periods. With
regard to the two dry forms, CC60 averaged about 54 percent of total shipments
of dry choline chloride during 1981-83 and accounted for 68 percent of such
shipments in January-April 1984. See table D-1 in appendix D for updabed] data
on producers' shipments. :
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'+ Syntex and Nutrius each reported intercompany and intracompany transfer
shipments of CC60 and/or CC50. Syntex indicated that its intercompany
transfers are shipped to a Canadian sister firm; Nutrius ships dry choline
chloride to a total of four company-owned premix plants located in California,
Arkansas, Iowa, and Kentucky. Transfer values assigned to merchandise shipped
to related parties are generally lower than prices received on sales to
unrelated or unaffiliated buyers. U.S. producers' intercompany and
intracompany transfers of dry choline chloride are shown in table 5.

Table 4.--Choline chloride: u.s. producers' domestic open-market shipments,
by types, 1981-83, January-April 1983, and January-April 1984

. . .
. . .

o , Dry
Period *70 percent: ' °  Total

1i d . .
iqui CC60 CCS0 Total

.
*

Quantity (1,000 pounds, dry weight)

3

es oo

oe oo
O T

e oo oo oo

1981 i 16,841 : *xk XXX 3 KKK *xk
1982 : 24,036 : 13,803 : 9,607 : 23,410 : 47,446
1983 : 18,089 : 12,630 : 7,205 : 19, 835 : 37,924
January-April-- : : : N .
1983- : 5,597 : 4,818 : 2,240 : 7, 058 : 12,655
1984 3 4,195 : 4,166 : 1,967 : 6,133 : 10,328
: ' Value (1,000 dollars)
1981 : 8,141 : *KX 3 atat A kKR 3 XXX
1982 : 12,391 : 9,329 : 6,143 : 15,472 : 27,863
1983 : 8,825 : 8,914 : 4,709 : 13,623 : . 22,448
January-April—- : : : : :
1983 : 3,062 : 2,788 : 1,512 : 4,300 : 7,362
1984 : 2,187 : 2,787 : 1,307 : 4,094 : 6,281
; Unit value (cents per pound)
1981 : 48 : xkk o R il xkXk 3 -
1982 s 52 : 68 : 64 66 : =
1983 : 49 : 71 : 65 : 69 : -
January-April-- : K B N ' s
1983 : 55 58 : 68 : 61 : v -
1984 : 52 : 67 :. 66 : -

67

oe oo

Source: Compiled from data submitted in response to questionnaires of the
U.s. Internat:onal Trade 00mmiss1on.' :

E;gor .~-U.8. exports of choline chloride increased from *** pounds,
valued at X**, in 1981 to *** pounds, valued at **X, in 1983 (table 6). 412

Exports declined from **Xx pounds, valued at *xx, in January—April 1983 to *%kx
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U.S. producers' intercompany and intracompany
transfer shipments, by types, 1981-83, January-April 1983, and January—April

item

e es oo

January-April--

P1981 1982 1983 -
: : : 01983 ° 1984
Dry choline chloride: : : : : :

CC60: : : : Se :
Quantity------——-n 1,000 pounds—-: X%k ; *kk 3 *xk *kk 3 *kk
Value- --~1,000 dollars——:  **x : ol ot I *kk *kk *kk
Unit value-—--- cents per pound--: *kk 3 ata i I *kXk 3 atai B *kk

CC50: . R s kKK g *xkX *kk Xk kK
Quantity —————————— -1,000 pounds—-: k%X : *kk 3 *kk *kk 2 *kX
Value- 1,000 dollars—-: X%k 3 *kk 3 *%kk Lot 2 bt
Unit valueh——~-cents per pound—-: 33 *kk 3 Kkk g E 3% I KKk
Total: : *kk 3 *kk 3 *kk g AKX 3 ek

Quantity---—-———- 1,000 pounds--: *kk 3 *kk 3 ot t alad M %kk

Value-———————-- 1,000 dollars——: XXX *XkX *kXk *%x KXk

Unit value———cents per pound--: XXX *kk fatat B *kX 3 balats]
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission.

Table 6.—4Choline chloride:
January-April 1983,

U.S. producers' exports, by types, 1981-83,

and January-April 1984

.
.

.
.

January-April--

Type ‘1981 ° 1982 ° 1983 — -
: : : P 1983 1984
f Quantity (1,000 pounds, dry weight)
Liquid ; XX ; KKk ; KK ; ***,; K%k
Dry—- : *kk AKX *kK xkK 3 KKk
Total : *kK ¢ XKk AKX 3 *%kK *KK
: Value (1,000 dollars)
Liquid. ; Kkk ; Kkk ; *kk ; Fokk ; *kk
Dry , : *KK s XXX XKk *kk kKK
Total : *Kkk *kk - *xK 3 *kk *kk
f Unit value (cents per pound)
Liquid 3 Kkk ; Kkk ;' KKK ; : ***'; *kk
Dry- : *kk 3 dkk 3 *kk 3 o kkk s Kkk
Total : XXX *KK *KK *KK XXk
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade COmmission.

Al3
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pounds, valued at **X, in January-April 1984. U.S. producers export
principally to Canada, Argentina, Colombia, Costa Rica, Venezuela, and
Taiwan. See table D-1 in appendix D for updated data on U.S. exports.

U.S. producers' inventories

End-of-period inventories of domestically produced liquid choline
chloride decreased from 1.6 million pounds (dry weight) as of December 31,
1981, to 648,000 pounds (dry weight) as of December 31, 1983 (table 7).
Inventories held on April 30, 1984, were about 3 percent lower those held on
April 30, 1983. U.S. producers' inventories of dry choline chloride decreased
from *** pounds at yearend 1981 to 856,000 pounds at yearend 1983 and remained
almost unchanged in January-April 1984 compared with those in January-April :
1983. As a share of U.S. producers' total shipments, combined inventories of
liquid and dry choline chloride declined from 5 percent of total shxpmsnts in
1981 to 2 percent of total shipments in 1983 and were higher by 0.5 percentage -
point in January-April 1984 than in January-April 1983. See table D-1 in o
appendix D for updated data on producers' inventories.

Table 7.--Choline chloride: U.S. producers' end-of-period inventories, by
types, as of Dec. 31 of 1981-83, and as of Apr. 30, 1983, and Apr. 30, 1984

f As of Dec. 31-- : f As of Apr. 30--
Type : : : , : —
: . 1981 . 1982 1983 . 1983 . 1984
f Quantity (1,000 pounds. dry weight)
Liquid -+ 1,572 : 1,631 : 648 : 1,998 : 1,944
Dry-——==—===- - *kk ;1,228 : 856 : 1,275 : 1,249
Total--—-— : *%x : 2,859 : 1,504 : 3,273 : 3,243
f Ratio of inventories to total shipments
Liquid : 4.4 : 2.7 : 1.3 : 1/ 4.1 : 1/ 4.4
Dry ‘ =~ : *kX_ 4.2 : 3.4 : 1/ 4.9 : 1/ 5.3
Average----- : *kk 3.2 : 2.0: 1/ 4.4 : 1/ 4.8

oo

1/ Based on annualized January-April data.

Source: Compiled from data submitted in response to questionna;ces of the
U.s. Internatlonal Trade Commission.

U.S. employment and wages

Data concerning the number of workers  employed, hours worked by
production and related workers employed. wages, and total compensation paid to,_,
such workers are presented in table 8. The average number of all persons
employed in U.S. establishments in which choline chloride is produced declined
from 795 in 1981 to 748 in 1983, Of the 748 persons employed in such
establishments in 1983, 47 persons, or 6 percent of the total, were employed
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as production and related workers producing liquid and dry choline chloride.
The number of production and related workers employed in 1983 represented a
decrease of about 15 percent from the number of such workers employed in U.S.
establishments in 1981.

Total wages paid to production and related workers producing choline
chloride and the number of hours worked by such workers rose irregularly from
1981 to 1983. Total wages paid to such workers increased from $816,000 in
1981, on the basis of total of 104,000 hours worked, to 1.1 million in 1983,
on the basis of 125,000 hours worked. Total wages paid to, and the number of
hours worked by, such workers in January-April 1984 remained virtually
unchanged from those in January-April 1983. Total compensation (i.e., wages
plus fringe benefits) paid to choline chloride production and related workers
rose from $1.1 million in 1981 to $1.4 in 1982 and declined by 3.9 percent in
1983 to just under $1.4 million. Total compensation paid to such workers in
Janary-April 1984 ($478,000) was about the same as that paid to such workers
in January-April 1983. The weighted-average hourly compensation paid to such
workers rose steadily from 1981 to 1983, from $10.16 per hour worked in 1981
to $11.14 per hour worked in 1983. The rise in hourly compensation paid to
production and related workers continued in 1984, to $14.06 per hour worked in
January-April compared with $13.22 paid to such workers in January-April 1983.
See table D-1 in appendix D for updated data on U.S. employment and wages.

None of the four firms that responded to the Commission's questionnaire
indicated in their responses that they suffered an interruption in production
due to prolonged shutdowns or employee strikes. Only production and related
workers employed by *** and *** are not represented by a union.

Financial experience of U.S. producers

Income-and-loss data were reported by Syntex, Nutrius, and IMC. However,
the data reported by IMC was not used because of unresolved discrepancies in
that firm's allocation of certain expense items to its choline chloride
operations. Thompson-Hayward did not report income-and-loss data on any of
its operations, because it did not consider that such data were required since
it did not enter the market as a direct seller until February 1984.
Consequently, only Syntex and Nutrius are included in the discussion
concerning U.S. producers' profitability. 1/ The discussion of other areas of
U.S. producers' financial experience include all four firms, except where
indicated otherwise.

Overall establishment operations.--As shown in table 9, Syntex's
establishment sales **X*,

Nutrius began operations in 1982; consequently, financial data for 1981
are not available. Although 1982 and 1983 were *** for Nutrius in terms of
its overall establishment operations, *** in 1983 from 1982. Nutrius *** in
1982 *** (table 10). *%%,

Liquid choline chloride operations.--Syntex *** on its liquid choline
chloride operations in 1981 (table 11). %%x,

1/ Syntex and Nutrius together accounted for *** percent of the domestic
industry's capacity and for about *** percent of the industry's produg&}gn in
1983, '
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workers employed in establishments producing all products and liquid and dry
choline chloride, hours worked, and wages and total compensation paid to,
average hourly compensation earned by, and unit labor costs charged to,
such workers, 1981-83, January-April 1983, and

January-April 1984

.
.

° January-April--

Item . 1981 . 1982 . 1983 T -
. : : © 1983 1 1984
Average number of all persons : : : : :
employed H 795 : 780 : 748 : 746 : 735
Average number of production : : : : :
and related workers : : : : :
producing-- : : : : :
All products--- : 475 : 473 : 472 : 471 : 481
Choline chloride: : : B : :
Liquid : 27 : 25 : 23 : 23 : 23
Dry : 28 : 26 : 24 : 24 : 22
Total-- : 55 : 51 : 47 : 47 : 45
Hours worked by production : : : : :
and related workers : : : : :
producing-—- : : : : : :
All products————-——- 1,000 hours—-: 954 : 990 : 975 : 304 : 312
Choline chloride: : : : : :
Liquid--—---————- 1,000 hours—-: 58 : 73 : 71 : 18 : 18
Dry—- : 46 59 : 54 : 18 : 16
Total-—————————- 1,000 hours--: 104 : 132 : 125 : 36 : 34
Wages paid to production and : : : : :
related workers producing—- : : : : :
All products---——- 1,000 dollars—-:_6,509 : 7,619 : 7,876 : 1,322 : 1,394
Choline chloride: : o : : :
Liquid-——--—=———- 1,000 hours-—-: 431 : 588 : 535 : 179 : 189
Dry do : 385 : 526 : 528 : 180 : 172
Total do : 816 : 1,114 : 1,063 : 359 : 361
Total compensation paid to : s : : :
production and related : : : : :
workers producing: : : : : :
All products———-—- 1,000 dollars—-:_8,640 :10,219 : 10,564 : 1,875 : 1,991
Choline chloride: : : : : : :
Liquid-———————- 1,000 dollars—-: 557 : 7157 : 745 : 254 : 266
Dry do :___ 500 : 692 : 648 : 222 : 212
Total do : 1,057 : 1,449 : 1,393 : 476 : 478
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Table 8.--Average number of employees, total and production and related
workers employed in establishments producing all products, liquid and dry
choline chloride, hours worked, and wages and total compensation paid to,
average hourly compensation earned by, and unit labor costs charged to,
such workers, 1981-83, January-April 1983, and January-April 1984--Continued

’ ’ ° January-April—-

.
.

Item 0 1981 . 1982 . 1983 - -
: : : . 1983 ° 1984
Average hourly compensation paid : : : : :
to production and related : : : : :
workers producing choline : : : : :
chloride: : : : : :
Liquid - per hour--: 9.60 : 10.37 : 10.49 : 14.11 : 14.78
Dry—- do : 10.87 : 11.73 : 12.00 : 12.33 : 13.25
Weighted average do : 10.16 : 10.98 : 11.14 : 13.22 : 14.06
Unit labor costs for production : : : : :
and related workers producing : : : : :
choline chloride: : : : : :
Liquid-—--————- cents per pound--: 2 : 1: 2 : 1: 2
Dry do H 3: 2 : 2 2 : 2

oo

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

Table 9.--Syntex's income-and-loss experience on the overall operations of
establishments within which choline chloride is produced, 1981-83, interim

period ended Apr. 30, 1983, and interim period ended Apr. 30, 1984

Table 10.--Nutrius' income-and-loss experience on the overall operations of
establishments within which choline chloride is produced, 1982 1983, interim
period ended Apr. 30, 1983, and interim period ended Apr. 30, 1984

Table 11.--Syntex's income?énd-loss experience on operations producing
liquid choline chloride, 1981-83, interim period ended Apr. 30, 1983, and
interim period ended Apr. 30, 1984
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Syntex's asset ut111zation. as measured by the ratio of sales to fixed
assets, XXX,

As shown in table 12, Nutrius' liquid choline chloride sales %%,

Dry choline chloride ogerationsqe-Syntex's sales of dry choline chloride
were *Xx (table 13).

Table 12.--Nutrius' income-and-loss experience on operations producing
liquid choline chloride, 1982, 1983, interim period ended Apr. 30, 1983, and
interim period ended April 30, 1984

13.--Syntex's income-and-loss experience on:operations producing dry
choline chloride, 1981-83, interim period ended Apr. 30, 1983, and interim
period ended Apr. 30, 1984

Nutrius' asset utilization showed %X,

Nutrius' income-and-loss experience on its dry choline chloride
operations %X, Spec1f1c financial data on Nutrius' dry choline chlor1de
operations are shown in table 14.

Research and develogment eggenditures.—-Syntex and IMC were the only
domestic producers that reported research and development expenditure data.

Research and development expenditures as reported by these two firms are shown
in table 15. X%,

Table 1l4.--Nutrius® income—and—less experiencevonﬁoperations producing
dry choline chloride, 1982, 1983, interim period ended Apr. 30, 1983, and
interim period ended Apr. 30, 1984

Capital expenditures.--There has been no discernible pattern or trend in
U.S. producers' capital expenditures other than the fact that such
expenditures have been almost entirely on machinery and equipment. U.S.
producers' aggregated capital expenditures for choline chloride producing
assets totaled $1.2 million in 1981, $308,000 in 1982, and $583,000 in 1983
(table 16). U.S. producers reported capital expenditures of $288,000 in the
period ended April 30, 1984, compared with expenditures of $129,000 in the
corresponding 1983 period. Expenditures for liquid choline chloride assets A.|g
accounted for the major share of total choline chloride capital expenditures,
except for the January-April 1984 period. :
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