


















been rising in the meantime due both to 
inflation and to partial loss of scale 
economies (resulting from declining 
capacity utilization), so that producers 
have been caught in a "cost-price 
squeeze". 

Manganese producers have evolved a 
number of strate�ies to deal with these 
problems and with the more general dif
ficulties of operating in an industry 
which, like almost all mineral in
dustries, is cyclical by nature. 

First, a number of major ore pro
ducers have become involved in ferro
alloy production and/or have establish
ed ownership ties with major customers, 
in order to ensure a guaranteed outlet 
for at least part of their output, and so 
reduce or remove one source of uncer
tainty and instability. The degree of ver
tical integration in the industry has con
sequently increased. 

Second, a number of firms have left 
the industry, while some of those re
maining have merged their interests, 
with the result that production is in
creasingly dominated by a small num
ber of large units. third, producers have, 
as mentioned above, become more ag
gressive in competing for the markets 
which remain. Price competition may 
represent a rational strategy from each 
individual firm's point of view, but from 

the perspective of producers as a whole 
it almost certainly results in lower 
average prices and profits, putting them 
under further financial pressure. 

If the trends evident during recent 
decades continue, the manganese in
dustry outside the socialist countries 
will before long consist of a handful of 
very large integrated producers, supply
ing ferro-alloy to steel makers and other 
consumers in the developed market 
economies. It is difficult to gauge what 
the implications of such a development 
would be for consumers and producers. 
Consumers would certainly have 
benefited from the overcapacity and 
resultant price competition which 
would have helped to bring this situa
tion about, but in the longer term their 
interests might suffer. A small number 
of large integrated producers might be 
in a position to exert upward pressure on 
prices, while a high proportion of 
western world manganese supplies 
would originate in a small number of 
countries, some of which might be 
regarded as vulnerable in a strategic or 
political sense. The developed market 
economies would no longer possess a 
substantial ferro-alloy capacity (the US 
is already in this position), making it im
possible to simply switch to alternative 
sources of ore. 

The Moanda manganese mine in Gabon 
is controlled by COM/LOG, the world's 
leading manganese producer. 

The remaining producers might be in 
a significantly stronger position than 
they are today, better able to plan mine 
and smelter capacity to match market 
developments, and able to maintain 
prices at levels which offered a satisfac
tory return on investment. For the mo
ment, however, such a possibility must 
seem remote for manganese producers 
saddled with excess capacity and com
peting more keenly than ever for a 
shrinking market. 
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