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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 731-TA-282 (Final)

CANDLES FROM THE PEOPLE’S REPUBLIC OF CHINA

Determination

On the basis of the record 1/ developed in the subject investigation, the
Commission determines, 2/ pursuant to section 735(b) of the Tariff Act of 1930
(19 U.S.C. § 1673d(b)), that an industry in the United States is materially
injured by reason of imports from the People’s Republic of China of candles of
petroleum wax, provided for in item 755.25 of the Tariff Schedules of the
United States, which have been found by the Department of Commerce to be sold

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

Background

The Commission instituted this investigation effective February 19, 1986,
following a preliminary determination by the Department of Commerce that
imports of petroleum wax candles from the People’s Republic of China are being,
or are likely to be, sold in the United States at LTFV within the meaning of
section 731 of the Act (19 U.S.C. § 1673). Notice of the institution of the
Commission’s investigation and of alpublic 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, DG, and by pub-

lishing the notice in the Federal Register of March 12, 1986 (51 F.R. 8569).

The hearing was held in Washington, DC, on July 16, 1986, 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/ Chairman Liebeler and Vice Chairman Brunsdale dissenting.
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VIEWS OF COMMISSIONERS PAULA STERN, ALFRED ECKES,
SEELEY LODWICK, AND DAVID ROHR

We determine that an industry in the United étates i§ materially iﬂjured
by reason of imports of ﬁetcoleum wax candles from thg People's Republic of
China (Chiﬁa) that arve being sold.at less ghan fair value (LTFV). 1/ 2/

Our detefﬁination is primarily based:on: declining performanpe_and
emploiment in the domestic industry; substantial increases iﬁ the volume and
value of candles imported from China and sold in all domestic markets;

significant margins of underselling by the imported ﬁroduct; and evidence of

price suppression.

Like product/domestic industry

In a title VII investigation, the Commission must determine if the
domestic industry is materially injured or threatened with material injury by
reason of the subject imports. Section 771(4)(A) of the Tariff Act of 1930
defines "‘ndustry“ as the "domestic producers as a whole of a like product, or
those producers whose collective output'of<the like product constitutes a
major proportion of tﬁe total AOmestic préduction'ofAthat product.” 3/

"Liké product".is defined éé “auproduct which is iike, or in the ébsence of

like, most similar in characteristics;and.uses_with the article subject to the

1/ Chairman Susan Liebeler and Vice Chairman Anne Brunsdale determine that
an industry in the United States is not materially injured by reason of
imports of petroleum wax candles from China. See, supra. Chairman Liebeler
and Vice Chairman Brunsdale concur in the llke product, domestic industry, and
related parties determination.

2/ Material retardation is not an issue in this 1nvestxgat1on and will not
be discussed.

3/ 19 U.S.C. § 1677(4)(A).



investigation . . . .” The Commission is required to make its "like product”
and "domestic industry” determinations on a case-by-case basis. 4/

The impofts from China in this investigation are scented and unscented
petroieum wax candles:having fiber or paper-cored wicks. They are made in
various shapes and sizes, including tapers, spirals, straight-sided dinner
candles, rounds, columns,.pillars, votives, and vafious wax filled containers
as provided for in the Tariff Schedules of éhe Unitéd States (TSUSA) item
number 755.25;.“C§nd1es and Tapers." 2/

Candles are made gy maiching wax of various types and chemical
compositions with wicking in the appropriate configurations and widths to
produce a combustible article giving heat, light and, sometimes, scent.
Commercial production of candles generally uses "natural” waxes (paraffins,
microcrystallines, stearic acid, and beeswax) in various combinations.

Petroleum wax candles are those composed of over 50 percent petroleum wax, and

4/ Section 771(10); 19 U.S.C. § 1677(10). The legislative history of title
VII makes it clear that "the requirement that a product be 'like' the imported
article should not be interpreted in such a narrow fashion as to permit minor
differences in physical characteristics or uses to lead to the conclusion that
the product and article are not 'like' each other, nor should the definition
of 'like product®' be interpreted:in such a fashion as to prevent consideration
of an industry adversely affected by the imports under investigation.* S.
Rep. No. 249, 96th Cong., lst Sess. 90-91 (1979). The Commission has
consistently defined "like product” as one having the same intrinsic qualities
and essential characteristics and uses as the subject imports.

5/ S0 Fed. Reg. 39,743 (Sept. 30, 1985). On March 20, 1986 the Department
of Commerce clarified the scope of products subject to investigation in a
communication to all U.S. Customs Service field offices. WNot included in the
description are birthday, birthday numeral and figurine type candles that are
outside the scope of the investigation. Report of the Commission (Report) at
A-2. '

It is also noteworthy that the TSUSA does not distinguish between
petroleum wax and candles of other compositions of wax. There are no reported
imports of candles other than petroleum wax from China. Id. at A-35.
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may contain other waxes in varying amounts, depending on the size and shape of
the candle, to enhance the melt-point, viscosity, and burning power. &/

In making a like product determination in this investigation, we have
considered whether candles made of materials other than petroleuﬁ, principally
beeswax, should be considered a part of the like product. We have also
considered respondent's contention that petroleum wax candles from China are
so markedly inferior in quality to domestic candles as to preclude a finding
by the Commission ihat domestic candles are "like"” or "most similar in
characteristics and uses" to imports of petroleum wax candles from China. 1/

Beeswax candles are composed of more than 50 percent beeswax. They are
manufactured by U.S. producers principally for religious and specialty
markets, and are priced considerably higher than petroleum wax candles.
Ninety-five percent of beeswax candle shipments from 1983 to 1985 were to
churches and religious dealers. 8/ The remaining S5 percent were beeswax
dinner candles. 8/ Ninety-four percent of the domestic beeswax shipments
were for wax-filled glaés containers used in religious observances and "other”
miscellaneous candles such as straight-sided altar and sanctuary candles. 10/

Major domestic producers of petroleum wax candles who produce a small

amount of beeswax candles stated that beeswax candles do not compete with

6/ Id. at A-2-A-4.

1/ The petitioner in this investigation is the National Candle Association,
an organization of domestic candle producers. The respondent is the China
National Native Produce and Animal By-Products Import Export Corporation
(China Native Products Corp.), a firm in China that buys candles from
“factories owned by local collectives and exports them to the United States.’

8/ Report at A-10-A-11.

9/ 1d.

10/ Id. While beeswax candles are not required in the Roman Catholic Church,
their use is the generally accepted practice. Id.



their petroleum wax candles. 11/ Based upon different characteristics and
uses for petroleum and béeswax candles, we determine that beeswax candles
should not be included within the domestic.like product.

Respondent alleges that domestic petroleum wax candles are of such
superior quality as not to be like candles imported from China. They argue
that the allegedly inferior characteristics of Chinese candles constitute
essential, iantrinsic differences and result in different uses from domestic
petroleum wax candles. Among the characteristics alleged are: inferior
burning qualities, limited range of colors and few imports in “fashion
colors,™ poor color consistency, inferior wicking, low quality scents, and
poor packaging. Rgspondents contend that as é result of inferior
characteristics, Chinese candles do not compete with domestic petroleum wax
candles in the marketplace and, therefore, are not "like" domestic

12/
candles. —

There is no domestic industry quality standard for candles. 13/

Although there may be quality differences between different ‘batches or "runs"

]

11/ Transcript of Commission Hearing (Tr.) held July 16, 1986 at 8. The
domestic producers indicated the chief reason why beeswax candles are not used
interchangeably with petroleum candles is because of their significantly
higher cost of production. Id. The cost of producing beeswax candles is more
than three times the cost of producing petroleum wax candles. Report at
A-29. The hearing testimony is consistent with responses by eight producers
of beeswax candles who were interviewed during the preliminary investigation.
Those producers -stated that beeswax candles are not "like" or "similar” to
petroleum wax candles, primarily because of different uses.

12/ Respondent's Pre-Hearing Brief at Appendix I; Respondent's Post-Hearing
Brief, Appendix I at 3; Tr. at 121-28, 134-39. The respondent has also
repeatedly requested the Commission to "test"” Chinese and domestic candles.
Respondent's letter of July 8, 1986. :

13/ Tr. at 15.



of candles, the differences are essentially not susceptible of
quantification. 14/

In response to a Commission request for test results, the petitioner
provided confidential results from tests done within the period of
investigation that compare certain domestic and Chinese'éandles. In addition,
the Commission has received the only known independent laboratory analysis of
candles, which also was provided in copfidence.

The tests showed that neither the domestic candles nor the Chinese
imports smoked. In certain teéts, tﬁe‘imported candles burned more quickly’
than the domestic.counterparts, and in qﬁhers.they burned’ﬁt the same rate or
more slowly. . In cértain instanéés both the domeétic and imported candles
dripped and fadéd. In other'tests they did not. 1In many instances Chinese
candles had the same raiings for appearance apd workmanship as their domestic
counﬁerparts. -Characteristics<sﬁch as wicking (including the number of plys),
melt point of the wax, manufacturing process, "overdipping” 12/ aﬁd the
packaging of the candles (including cellophane wrapping), and additives to the

wax varied from test-to-test and did not appear dispositive of the overall

14/ 1Id. Domestic candle producers who testified at the hearing stated that
although there are price differences between the candles they sell in
department and specialty stores and the candles they sell to mass
merchandisers, there is no quality difference between candles sold through
different retail outlets. "Id4. at 61-66.

15/ Overdipping is a finishing process used on certain domestic and imported
candles to produce a harder, smoother finish to the candle which producers
believe has more eye appeal to candle consumers.



quality rating of the candles. 16/ Moreover, individual variations in the
rating factors between different domestic candles appear to be as great as
between domestic candles and the Chinese imports.

Respondents argue that purportedly different characteristics (discussed
above) result in different uses for domestic candles and Chinese imports and
that thepe is no competition between them. They allege that the differences.
in product mix, seasonality, and channels of distribution are indicative of

lack of competition. 17/

16/ For example, the number of plys of wicking varied between candle types
and producers; in certain instances Chinese imports had fewer plys to the wick
than the domestic candles and in other instances they had more plys. Other
*characteristics®” such as wrapping, beveled edges, and boxing are alleged. by
respondents to be inferior in Chinese imports. Chinese candles are beveled by
hand. Three major domestic manufactures submitted affidavits that their
candles are also hand-beveled. Petitioner's Post-Hearing Brief at Appendix
I1I.. Respondents claim their candles hand-wrapped in cellophane are inferior
to domestic "shrink-wrapped” candles. One of the petitioners stated at the
hearing that hand-wrapping is preferable to "shrink-wrapping” and that they do
the latter only for cost savings. Tr. at 180. With regard to boxing, at the
hearing we observed boxing of Chinese votive candles that was virtually
indistinguishable from the domestic boxing.

17/ Over three-quarters of domestic candles are non-Christmas shipments, in
contrast to Chinese imports of which only one-third are non-Christmas
shipments. Report at A-8. Although the greatest domestic production, by
volume, is for wax-filled glass containers, in 1985 Chinese imports were
reported for all types of candles. The majority of Chinese imports were for.
tapers and columns arnd votives which comprise over 85 percent of all imports.
Tapers, columns and votives account for just over 50 percent of all domestic
candle production. Id. at A-5. Almost all Chinese candle imports are to mass
merchandisers, wholesale distributors.and department and specialty stores.

Id. at A-18. Over 80 percent of domestic shipments are in those same three
channels. Moreover, although respondents contend that they do not compete in
the "higher end" department and specialty stores, in 1985 over 10 percent of
Chinese imports_wefe to su¢h outlets. 1In the same year domestic shipments to
those outlets were slightly over 15 percent. 1d. ,

The Commission has found before that: "[tlhe domestic industry is to be
defined in terms of the product that it produces, not the distribution
channels or marketing techniques it employs.” Views of the Commission (Eckes,
Stern and Haggart) in Bicycles from Taiwan, Inv. No. 731-TA-111 (Final), USITC
Pub. No. 1417 at 6, citing, 19 U.S.C. § 1677(10); S. Rep. No. 249, 96th Cong.,
1st. Sess. 90 (1979). ' ,



Our investigation revealed that the majority of domestic and imported
candles are of the same types, and are sold in the same channels of
distribution. We cannot conclude that because there are more Chinese candles
éhipped for Christmas that they do not compete with domestic candles. 1Indeed,
the contrary conclusion is as easily supportable: that Chinese candles
compete best with domestic shipments during the Christmas season and
consequently more are shipped then. 18/

Thus, we dete;mine that the domestic like product shall consist only of
petroleum wax candles. The domestic industry, therefore, consists of the

producers of petroleum wax candles. 19/

Related parties--We also considered whether nine domestic producers of

candles who imported candles from China during the period of the investigation
should be excluded as related parties. The statute provides for excluding
from the domestic industry producers who are also importers or are related to

. . .. . 20/
importers or exporters in appropriate circumstances. —

18/ Respondents also contend that Chinese candle production methods are
antiquated and inferior to high-tech domestic candle production, and that
those differences are important to the Commission's "like product"”
determination. Our definition of like product is based upon the
characteristics and uses of the product and not upon production methods.
Based upon the evidence presented we do not conclude that Chinese candles are
inferior to domestically produced candles. Consequently, we have not found it
necessary to reach a conclusion regarding the alleged inferiority of Chinese
candle production methods. '

19/ Chairman Liebeler and Vice Chairman Brunsdale concur in the like product
and domestic industry determination. They find, however, that there is a
significant difference in the average quality of Chinese imports and domestic
candles that is important to their negative determinations. See Dissenting
Views of Chairman Liebeler and Dissenting Views of Vice Chairman Brunsdale,
supra.

20/ 19 U.S.C. § 1677(4)(B) provides in pertinent part:

When some producers are related to the exporters or
importers, or are themselves importers of the allegedly
subsidized or dumped merchandise, the term 'industry' may
be applied in appropriate circumstances by excluding such
producers from those included in that industry.
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Application of the related parties provision is within the discretion of
the Commission, after analyzing the facts of each case. The ultimate
consideration is whether there is a connection or nexus between a domestic
producer and the LTFV imports which, if not accounted for, may result in an
inaccurate assessment of material injury or threat of such injury. Domestic
producers who substantially benefit from their relation to the subject imports
are properly excluded as related producers. 21/ Among the factors
considergd by the Commission in previogs investigations are:

1. the percentage of domestic production attributable to
the related producers; 22/

2. the reasons the domestic producers have chosen to
import the product under investigation, i.e., to
benefit from.the dumping or subsidization or in order
to enable it to continue production and compete in the
domestic market; and 23/

3.. the position of the related producers vis-a-vis the
rest of the domestic industry. 24/

Thus, if the exclusion of related producers would necessarily exclude or

distort economic data of considerable significance to or determinative of an

21/ See GC-F-280, Frozen Concentrated Orange Juice from Brazil, Inv. No.
701-TA-84 (Preliminary) at 13 (GATT committees have interpreted "related
producers” for purposes of antidumping considerations as those for whom the
benefit from the dumped imports is so significant that it causes them to
behave differently from other producers and confers upon them a substantial
advantage inimical to a finding of injury or threat of material injury).

22/ Unlasted Leather Footwear from India, Inv. No. 701-TA-1 (Final), USITC
Pub. No. 1045 (1980); Melamine in Crystal Form from Austria and Italy, Invs.
Nos. 731-TA-13-14 (Final), USITC Pub. No. 1065 (1980); Motorcycle Batteries
from Taiwan, Inv. No.. 731-TA-42 (Final), USITC Pub. No. 1228 (1982); Certain
Iron-Metal Castings from India, Inv. No. 303-TA-13, USITC Pub. No. 1098 (1980).

23/ Snow. Grooming Vehicles, Parts Thereof and Accessories Therefor from the
Federal Republic of Germany, Inv. No. 731-TA-36 (Preliminary), USITC Pub. No.
1117 (1980).

24/ Television Receiving Sets from Japan, Inv. No. 751-TA-2, USITC Pub. No.
1153 (1981); Sugars and Sirups from Canada, Inv. No. 731-TA-3 (Final), USITC
Pub. No. 1047 (1980).
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accurate picture of the domestic industry as a whbie, exclusion of the related
producer would not be appropria£e. 25/

In 1985, the ratio of total imports to domestic shipments by the six
importing firms was less than 10 percent. 26/ With the exception of two
firms, the majority of reiated imports were novelty-type household and other
miscellaneous candles to supplement other lihes of candles. 31(

We particularly examined the position of the one firm whose 1985 imports
constituted most of the related impbrté. Its Chinese impofts constituted a
small amount of its total domestic shipmeﬁts by volume and value. 28/ The
majority of its shipments were for one type of candle that it also produces
domestically. It would appear from the data>£h§t the firﬁ imports to
supplement its prbduction, rather than to protect itself from injury by dumped
candles from China.

We determine that none of the related producers substantially benefit
from their imports of Chinesé candles so as to be excluded as related
producers. We further determine that inclusion of the related produéers does

not bias the data and that their exclusion would present an incomplete picture

of injury to the domestic industry. We, therefore, have not applied section

771(4)(B).

25/ See Certain Table Wine from France and Italy, Invs. Nos. 701-TA-210-211
and 731-TA-167-168 (Preliminary), USITC Pub. 1502 at 10-11 (1984); Certain
Color Television Receivers from the Republic of Korea and Taiwan, Invs. Nos.
731-TA-134-135 (Final), USITC Pub. 1514 at 9-10 (1984); see also Certain
Forged Undercarriage Components from Italy, Inv. No. 701-TA-201 (Final), USITC.
Pub. 1465 at 5-6 (1983); Frozen Concentrated Orange Juice from Brazil, Inv.
No. 751-TA-10, USITC Pub. 1623 (1984); and Rock Salt from Canada, Inv. No.
731-TA-239 (Preliminary), USITC Pub. 1658 at 10-11 (1985).

26/ Report at A-15.

27/ 1d4. at A-37.

28/ Id. at A-15.
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Condition of the domestic industry

In determining the condition of the domestic industry, the. Commission
considers, among other factors, domestic consumption, U.S. production,
capacity, capacity utiiization, shipments,,invgntories. employment, and

profitability. 29/

Apparent domestic consumption of petroleumﬁwag candles increased by 12.8
percent from 1983 to>1984 and declined s;igptly, by less than 1 percent, in
1985. 30/ .Appareni domestic consumption declined by 12.8 percent during
interinm (January to uarop) 1986 as compored‘to the previous year's interim
period. ax/ Domestic production of candles remained essentially flat during
the period of inyest;gation, increasing by less than 1 percent from 1983 to ., -
1985. Domestic éhipments also remgined flat during 1983-85. The share of
apparent consumpiion accounted for by domestic shipments declined by 7
percentage points from 1983 to 1985.'32/ 33/

The valué of domestic shipments of petroleum wax. candles also declined

duringvthe investigatory'period from $144.7 million in 1983 to $136.6 million.

in 1985, or 5.6 percent. 1In interim 1986 the decline continued, by an-

29/ 19 U.S.C. § 1677(7)(C)(iii).

30/ Report at A-16.

317 1Id. We note that there is a seasonality in candle shipments. The
majority of shipments take place during the last two quarters of the year, for
the Christmas season. As a result, although interim data may be useful, they
do not provide a sound basis for conclusions or prOJect1ons concerning whole
year 1986. We include them for completeness, but primarily base our .
determination on the whole year 1983-85 data. '

32/ 1d4. at A-19-A-21. 1In 1983, domestic producers shipped 90 929,000 pounds
of candles and in 1985 they shipped 90,933,000 pounds; interim 1986 shipments
for domestic producers increased 300,000 pounds over interim 1985 shlpments of
20,067,000 pounds. Id. at A-21.

33/ Id. at A-16. 1In interim 1986, after the flllng of the case, domestlc
shipments as a share of apparent consumption increased. Importers and
purchasers of candles report that their ability to source candle purchases in
China has been affected by this investigation.
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. . 3
additional 1.3 percent, when compared to the corresponding 1985 period. 24/

We also analyzed domestic shipments in terms of market share and segment
share for U.S. produced candles and imports from China. 1In terms of the total
market for U.S. and Chinese candles, U.S. producers' market share fell by 6.4
points from 1983 to 1985. When considering e;ch segment of the market

separately, U.S. producers lost 6.5 points of the mass merchandiser market to
Chinese imports from 1983 to 1985, 4.9 points of the wholesale distributor

market, and 8.1 points of the department and specialty store

market. 32/ 36/

During the 1983 to 1985 investigatory period domestic capacity increased
by 6 percent. 31/ In interim 1986, domestic capacity increased by 2.2
percent over the previous corresponding period. 38/ Capacity utilization

declined by approximately 3 percentage points from 1983 to 1985, remaining

just over 50 percent through March 1986. 39/

The candle inventories of domestic producers increased by 10.9 percent

from 1982 to 1985 and by 7.0 percent in interim 1986 as compared to

40/

1985. At the same time, employment declined. The number of workers

producing petroleum wax candles declined 19 percent from 1983 to 1985, and

41/

declined by another 3.9 percent in interim 1986. Worker productivity

34/ 1d. at A-20-A-21.

357 14. at A-17, A-19. 1In the same period Chinese candle imports gained both
market and segment shares in each of the three markets.

36/ Domestic exports also declined 54 percent by volume and 49 percent by
value from 1983 to 1985. 14. at A-22.

377 1d. at A-20. Domestic capacity increased by 12 million pounds, or 7
percent in 1984 because of the addition of capacity by two firms. 1In 1985,
capacity decreased mainly as a result of the closing of production by one
domestic producer.

387 1d.

39/ 1d.

40/ Id. at A-23.

41/ 1d. at A-23-A-24.
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increased by 4.2 percentage points from 1983 to 1985, and by 4.9 percentage

points .in interim 1986 over the corresponding period in 1985. 42/

Candles are produced commercially by over 100 domestic firms. 43/

of
those firms, 18 who accounted for over three-fourths of known domestic
production in 1985 provided income-and-loss data. A4/ The financial
indicators declined in all areas during the investigatory period.

Net sales on operations producing petroleum wax candles declined by 7.6
percent from 1983 to 1985 and declined by another 3.4 percent in interim 1986
as compared to 1985. 45/ Operating income declined 42.1 percent from 1983
to 1985.. As a ratio to net sales, operating income fell 4.3 percentage points
between 1983 and 1985, and fell 2.3 percentagé points in the interim
comparison. Operating margins declined from 11.6 percent in 1983 to 7.3
percent in 1985.and 5.6 percent in the 1986 interim. 1In 1983, two firms
reported operating losses from candle production, in 1984 three firms reported
losses, in 1985 four firms reported losses, and in interim 1986 five firms
reported operating losses compared to three firms who reported losses'in the

previous comparable 1985 period.‘ﬂg/ A1/

42/ 14.

43/ Id. at A-12.

44/ 1d. at A-25.

45/ 1d4. at A-28, Table 16.

46/ I1d. at A-27.

47/ Because the industry producing candles consists of so many different
types of firms, we considered data for different types of firms in order to
assess overall profitability. ‘For example, when data for firms which market
their products through franchises is taken into account, the overall
profitability of the domestic industry declines further. Id. at A-31. We
also looked at profit-and-loss data for candle production by conglomerates as
compared to firms with sales of less than $5 million. Although the
conglomerates have a higher ratio of operating income to net sales, the ratio
for both declined during the period of investigation, with that for
conglomerates declining by greater percentages than the smaller firms. Id.
When the profit-and-loss picture for petitioners in support of the petition
was compared to that of nonpetitioners, the financial indicators are virtually
identical. Id.
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on the basis of the data discussed above, we determine that the domestic
industry in the United States producing petroleum wax candles is materially

. s 48/ 49/
injured. — —

Material injury by reason of LTFV imports

In determining whether material ihjury to the domestic industry is "by
reason” of LTFV imports of petroléum wax candles from China, we considered,
the volume of imports, the effeét of imports on pricés in the United States
for the domestic like product, and the impact of the relevant imports on the
domestic industry. 20/ 31/ |

From 1983 to 1985 impdrts of candles from China increased from 16.5
million pounds to 28.9 millioh pounds or over 75 percent. 22/ The value of
candle imports ftom China more than doubled during the investigatory period,
from $7.2 million in 1983 to $14.7 million in 1985. =2’ As a percentage of

the total quantity of candle imports from all countries, Chinese imports

increased by 10 percentage points, from 36.2 percent in 1983 to 46.2 percent

48/ Commissioner Stern does not regard it as analytically useful or
appropriate to consider the question of material injury completely separate
from the question of causation. See Additional Views of Chairwoman Stern in
Cellular Mobile Telephones and Subassemblies Thereof from Japan, Inv. No.
731-TA-207 (Final), USITC Pub. No. 1786 at 18-19 (Dec. 1985).

49/ Commissioner Eckes believes that the Commission is to make a finding
regarding the question of material injury in each investigation. See Cellular
Mobile Telephones and Subassemblies Thereof, Inv. No. 731-TA-207 (Final),
USITC Pub. No. 1786 at 20-21 (Dec. 1985).

50/ 19 U.S.C. § 1677(7).

51/ In the preliminary investigation we noted the paucity of data concerning
the Chinese candle industry and the problem that we had in gathering data.
Although we were somewhat more successful in this final investigation, certain
of the data which are not from official Customs statistics are of questionable
value to the Commission. Report at A-33-A-34.

527 1d4. at A-36-A-37. ©Nearly all Chinese candle exports to the United States
are exported by the China Native Products Corp., respondent. Id. at A-33.

53/ 1d. at A-36. : :
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in 1985. 24/ Although the value and volume of imports declined in the most

recent interim period, we do not find those declines significént in light of
evidence that the declines resulted, at least in part, from this
investigation. 33/

As a share of apparent domestic consumption, candle imports from China

56/

.increaséd from 11.7 percent in 1983 to 18.0 percent in 1985. =™  Imports

from China gained both market share and segment share for each of the three

markéting channels (mass merchandisers, wholesale distributors, and department

and specialty étores) that comprise nearly all of their U.S. sales. 21/

Candles from China were consistently priced lower than the comparable
domestic prodﬁct. Pricing data‘for Chinese candles reflect large margins of
underselling for all candle varieties examined during the period of

58/ 59/

investigation. There is evidence of domestic price suppression or

54/ Id. . . , .

55/ 1d. at A-37. '

56/ Id. at A-38.

57/ 1d. at A-17-A-19. Notwithstanding increases in all marketing channels,
the majority of Chinese candles were sold to mass merchandisers rather than
specialty and department stores. Domestic manufacturers produce candles in
more sizes, shapes, colors and fragrances than the Chinese, who tend to '
concentrate production on fewer colors and styles which are sold in greater
quantities to mass merchandisers. Nonetheless, Chinese candles were not
absent from department and specialty stores. Chinese tapers and columns o
(representing more than 70 percent of total Chinese candle imports) were sold
more often to department and specialty stores than to mass merchandisers.
Votives (representing approximately 15 to 17 percent of Chinese candle
imports) were sold principally to mass merchandisers. Id. at A-42.°

58/ 1d. at A-44-A-45. - :

59/ Commissioner Stern notes that while there are reported differences in
quality between the domestic and the imported products, it should be noted
that this product is a consumer good and not .subject to rigid specifications
by the buyers. 1Id. at A-47. Consequently, the substantial margins of
underselling more than compensate for the relatively lower quality of the
imported candles. Commissioner Stern further notes that the weighted average
LTFV margins of 54.21 percent account in large part for the Chinese product's
ability to undersell the domestic product and establish an unfair price
advantage that has resulted in material injury.
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depression for various types of candles in the marketing channel most affected
by imports. 0/ In general, domestic prices to mass merchandisers decreased
during the period. Prices to department and specialty stores, on the other
hand, increased very slightly. The trend for Chinese imports is just the
opposite. Prices to mass merchandisers generally increased, while prices to
department and specialty stores decreased. Thg greater margins of
underselling by imports to department and specialty stores suggest that the
domestic product ﬁay be priced more competitively in mass merchandising
outlets as a result of greater market penetration by Chinese imports in those
outlets. 61/ Lower prices of Chinese candles may have allowed fhe Chinese
imports to gain market share in the department store market.

Based upon significant increases in imports, both in volume and as a
share of domestic consumption, substantial margins of underselling, and
evidence of price suppression as a result of Chinese candie imports, we
determine that the domestic industry is materially injured by reason of

imports of petroleum wax candles from China.

(<3

d. at A-47.

0/ Id. at A-42-A-46.
/

[~
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VIEWS OF CHAIRMAN LIEBELER
Inv. No. 731-TA-282 (Final)

.I determine that an industry in the United States is
* not materially ihjured, or threatened with material
injury, by reason of imports of candles from the Peopies
_Republic of china (PRC) which the Department bf'éommerce
has determined are being séld at less than fair value.1

I concur with the determination of the majority with
respect to like product,2 domestic industry, and related'

parties.’

Material Injury by Reason of Imports

. In order- for a domestic industry to prevail in a

final investigation, the Commission must determine that

1
Material retardation is not an issue because the
industry is well established.

2

The majority found that domestically produced petroleum
wax candles are most similar in characteristics and uses
to the imported article. I agree. I do not concur,
however, with their conclusion that there are only
insignificant quality differences between the imported and
domestic product. These quality differences are relevant
for purposes of my causation discussion. See text
accompanying note _, infra.
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the dumped or subsidized imports cause or threaten to
cause material injury to the domestic induétry producing
the like product. First, the Commission must determine
whether the domestic industry producing the like product
is materially injured or is threatened with material
inju:y. Second, the Commission must determine whether any
injury or threat thereof is by reason of the dumped or
subsidized imports. Only if the Commission answers both
questions in the affirmative, will it make an affirmative

determination in the investigation.

Before analyzing the data, however, the first
question is whether the statute is clear or whether one
must resort to the legislative history in order to.
interpret the relevant ééctioné of the antidumbing law.
The accepted rule of stétutory construction is that a
statute,'clear'and unambiguous on its face,Anged not. and
cannot be intérpreted using secondary sources. Only

statutes that are of doubtful meaning are subjectvto such
, 3 ,
statutory interpretation.

3

Sands, Sutherland Statutory Construction Sec.. 45.02
(4th EQ.) ‘
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The statutory language used for both parts of the
two-part analysis is ambiguous. "Material injury" is
defined as "harm which is not inconsequential, immaterial,
or unimportant."4 This definition leaves unclear what
is meant by harm. As for the causation test, "by reason
of" lends itself to no easy intefpretation, and has been
the subject of much debate by past and pfesent-
commissioners. Clearly, well-informed persons may differ
as to the interpretation of the causation and material

injury sections of title VII. Therefore, the legislative

history becomes helpful in interpreting title VII.

The ambiguity arises in part because it is cléar
that the presence in the United States of additiohal
foreign supply will always make the domestic in&ustry
worse off. Any time a foreign producer exports products
to the United States, the increase in supply, ceteris
paribus,bmust result in a lower price of the product than
would otherwise prevail. If a downward effect on price,
accompanied by a Department of Commerce dumping or subsidy
finding and a Commission finding that financial indicators

were down were all that were required for an affirmative

4
19 U.S.C. sec. 1977(7) (A) (1980).
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determination, there would be no need to inquire further

into causation.:

But the legislative history shows that the mere
presence of LTFV imports is not sufficient to establish
causation. In the legislative histbry tovthe Trade
Agreements Acts of 1979, Congress stated: ‘

r‘.[Tjhe Ifc wili consider information which .

indicates that harm is caused by factors other
- than the less-than-fair-value impor‘:ts;5
The Finénce Committee eﬁphasized the need for an extensive
causa?ion analysis, stating, "the Cqmmissipn must satisfy
itéeif thét, inllight of.all @he information presented, -
therelis a §uffiqient causal link between the .

- L - 6
less-than-fair-value imports and the requisite injury."

The . Senate Finance ‘Committeé ackncwiedged that the
causation analysis would not be easy: "The determination
. of the ITC with respect’ to déuéation}“ié'unaer current

- law,.and will be, under section 735, cbmplex and

5

Report on the Trade Agreements Act of 1979, S. Rep. No.
249, 96th Cong. 1lst Sess. 75 (1979).

Id.
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: : , 7
difficult, and is matter for the judgment of the ITC."
Since the domestic industry is no doubt worse off by the
presence of any imports  (whether LTFV or fairly traded)
and Congress has directed that this is not enough upon
which to base an affirmative determination, the Commission

must delve further to find what condition Congress has

attempted to remedy.

~In the legislative history to the 1974 Act, the Senate
Finance Committee stated that the law was designed to

prevent unfair price discrimination:

This Act ‘is not a ’protectionist’ statute
designed to bar or restrict U.S. imports; rather,
it is a statute designed to free U.S. imports
from unfair price discrimination practices. * * *
The Antidumping Act is designed to discourage and
‘prevent foreign suppliers from using unfair price
discrimination practices to the detriment of a’

8
United States industry.

Thus, the focus of the analysis must be on what .
constitutes unfair price discrimination and what harm

results therefrom:

Id.

8

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 24
Sess. 179.
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[Tlhe Antidumping Act does not. proscribe: g
‘transactions which involve selling an imported
product at a price which is not lower than that
needed to make the product competitive in the
U.S. market, even though the price of the -
imported product is lower than its home market

9
price.

fhis "difficult and complex" judgment by the
Commission is aided greatly by the use of economic and
‘financial analysis._ One of the_mostrimportantuassumptions
“of traditional microeconomicvthepryzie that firms attempt

10 e
to maximize profits.’  Congress was obviously familiar -

with the econonmist’s t0015°, "[I)mporters. as prudent
bu51nessmen dealing fairly ‘would be 1nterested in

max1mlzlng proflts by selllng at prlces as h1gh as the
11° _ :
- U.S. market would bear.™

An assertion of unfair price discrimination should be
accompanied by a factual record that can support such a

conclusion: In accord with economic theory and the

Id.

10

See, e.g., P. Samuelson & W. Nordhaus, Economics 42-45
(12th ed. 1985); W. Nicholson, Intermediate Mlcroeconomlcs
and Its Application 7 (3d ed. 1983). v

11

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.
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legislative history, foreign firms should be presumed to
behave rationally. Therefore, if thé factual setting in
which the unfair imports occur does not support any gaiﬁ
to be had by unfair price discrimination, it is reasonable
to conclude that any injury or threat of injury to the
domestic industry is not "by reaéon of" such imports.

In many cases unfair price discrimination by a
competitor would be irrational. In general, it is not
rational to charge a price below that necessary to sell
one’s product. In certain circumstances, a firm may try
to capture a sufficient market share to be able to raise
its price in the future. To move from a position where
the firm has no market power to a position where the firm
has such power, the firm may lower its price below that
which is necessary to méet competition. It is this
condition which Congress must have meant when it charged
us "to discourage and prevent foreign suppliers from using
unfair price discrimination practices to the detriment of

12
a United States industry."

12

Trade Reform Act of 1974, S. Rep. 1298, 93rd Cong. 2d
Sess. 179.
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In Certain Red Raspberries from Canada, I set forth a

framework for examining what factual setting would merit
an_ affirmative finding under the law interpreted in light

.13
.of the cited legislative history.

The stronger the evidence of the following . . .
the more likely that an affirmative determination
will be made: (1) large and increasing market
share, (2) high dumping margins, (3) homogeneous
products, (4) declining prices and (5) barriers
to entry to other foreign producers (low '

14

elasticity of supply of other imports).

The statute requires the Commission to examine the volume
of impérts, the effect of imports on prices, and the

.15
general impact of imports on domestic producers. The

legislative history provides some guidance for appfying
these criteria. ‘The factors incorporate both the
statutory criteria and the guidance provided by the
legislative history. Each of these factors isvevaluaﬁed
.in turn. . But first I will ‘discuss the coﬁdiﬁioh of the

domestic "industry.

13
Inv. No. 731-TA-196 (Final), USITC Pub. 1680, at 11-19
(1985) (Additional Views of Vice Chairman Liebeler).

14
Id. at 16.

15 '
19 U.S.C. 1677(7) (B)-(C) (1980 & cum. supp. 1985).
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Condition of the induétgy

It is by no means clear that the domestic producers of
petroleum wax candles are suffering financial difficuity.
Net sales are down since 1983. The ratio of operating
income to net sales is also down. It should be noted,
however, that despite this decline, thé.dperating’income
margin still exceeded 7 percent in 1985.16

The non-financial indidatofs are also mixed. For
instance, production has béén almost constant since.1983.
Total capacity has increased éligﬁtly. Capacity |
utilization has declined slightly to 52 per‘c:'ent.17
Inventories as a percentagélbf total shipments were also
relatively constant Hhrihg 1983-85.18 The number of
hours worked has declined,aﬁproximately 13 percent but
output per worker>and_hour1y wages both iﬁcfeased by'more
than 15 percerit.19 o

Even if we assume arguendo that the domeétic'industry

is experiencing financial difficulty;'it is not by reason

16

Report at A-28, Tables 16. The exclusion of beeswax
candles lowers the financial indicators, although not:
significantly. Therefore, the problem of allocating costs
between the two product lines will not be considered.

17
Report at A-20, Table 10.

18
Report at A-23.

19
Report at A-24 Table 13.



28

of imports of candles from the PRC.

Causation analysis

Let us start with import penetration data. A large
market share is a necessary condition for a seller to
obtain or enhance market power thrqugh:unfairAprice.
discrimination.’ Impqrt penetration for the PRC increased
from 11.7 percent in 1983, to 16.8 percent in 1984, :and
then to 18.0 percent inﬂ1985,?9 Thus, PRC market share.

is increasing and moderately high. ,

The second factor is a high margin of dumping or

subéidy. The higher the margin, ceteris paribus, the more

likely it is that the product is being sold below. the

' : 21
competitive price . and the more likely it is that the"
domestic producers will‘be adversely affectedu. The

weighted-average margin galculated by .the Department: of

22
Commerce is 54.21 percent ad valorem. . This is a high
dumping margin.
20
Report at A-38.
21
See text accompanying note __, supra.

22

Foreign market value was based on the weighted-average
price of candles imported into the U.S. from Malaysia. -
Report at A-2.
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The third factor is the homogeneity of the products.
The more homogeneous the products, the greater will be the
effect of any allegedly unfair practice on domestic
producers. This case was characterized by assertions by
Respondents that their product wés of a lower quality than

23
the domestic like product.

This is consistent with the results of the one
independent laboratory analysis submitted to the
Ccommission. The results, presented only in the

confidential version of this opinion, are as follows:

24
* k Kk %

Moreover, these claims seem meritorious on their
face. Candles from the PRC‘have sold for consistently
less than domestic candles. Over the period of
investigation, the price for 12-inch tapers paid by

department stores and specialty stores has been five times

23

Respondent’s Pre-Hearing Brief at Appendix 1 (July 11,
1986) (characteristics of PRC candles: burn too quickly
and unevenly, limited color range, poor color consistency,
inferior wicks, no brand name, rough surface, low quality
scents, hand wrapping, poor packaging, and inferior
service package). :

24
Report at A-8 & Appendix D
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higher for domestic candles than those from the PRC.

25
Similar ratios exist for other candle categories.

At the same time, purchases of domestic candles still
occurred. If the products are homogeneous, I find it
difficult to understand‘why either the store buyers or the
ultimate consumer would pay such disparate prices for the

26
same product for so long.

Counsel for Respondent was quite persuasive on this
point during the hearing. In an one exchangé'with the
President of Lenox Candles, counsel presented the

following the hypothetical:

Mr. Horlick: Would you be willing to swap, even up,
one million pounds of tapers ~- you would take
Chinese; you would give the Chinese your candles and

you would send them to your customers with your label
on them.

Mr. Kreilick: That is irrelevant.

25
Report at A-44, Table 25.

26

This is a classic case where the presence of
"underselling" can lead to the wrong conclusion. See
Certain Table Wine from the Federal Republic of Gernamy,
France, and Italy, Inv. Nos. 701-TA-258-260 &
731-TA-283-285 (Preliminaries), USITC Pub. 1771 (1985) at

36-38 (Views of Vice Chairman Liebeler on underselling).
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Mr. Horlick: Yes or no. If they are fungible,
you would be willing to.27
While the Président of Lenox was certainly not
required to anser.this queétion, The pointimade by
Reépondent's counsel is indeed relevant. 1If prodgcts.are

closely shbstitutable, then ceteris paribus the purchaser

will beAindifferent’between them. The seller would not
‘care which bfoduct he sold-becapse the sale of either
product would have an equal effect on his,reputation. If
there are two prbducts that are,identical in all respects
except for price, only the lower priced article will be
28 | _' |
bought. The fact that sales of domestic and PRC
candles persist despite the price differentiai indicates

that the two are differentiated.

As- to the fourth factor, declining domestic prices
could indicate that domestic producers are lowering.fheir
prices to maintain market share. Price information wés‘
gathered for petroleum wax candles sold to departmentvand
specialty stores and mass merchandisers. Domestic prices

showed little change between the first quarter of 1983 and

27 ’
Transcript at 103. See also id. at 102.

28
This abstracts from search costs and will be the
~ equilibrium solution over time.
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_ 29
the first quarter of 1986.

The fifth factor is barriers to entry (foreign supply
elasticity). If there are barriers to entry (or low
foreign elasticity of supply) it is more.likely that a
producer caﬁ gain market power. Impérts of candiés from
countries other than the PRC decreased from 64 to 54
percent of the total quahtify ofjimporté betweén 1983 énd
1985‘.30 During this same ﬁeiiod, howéver;ltofal imports
" from these countries not under ihvestigation increased by
more than 15 percent. Moreovef, the value of imports‘from
these other countries indreése& by épprbximately_4ok.
percent.31 There do not appear to be any barrie;s to -

entry in this industry.. This is what one would expect

given the low capital intensity in this industry.

These factors must be balanced in each case to‘reach a
sound determination. Import penetration by PRC candles
has increased to a moderate level. The dumping margin is

large. The last three factors, however, are not

29
Report at A-44 and A-45. Tables 25-26.

30 ,
Report at A-36, Table 20.
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consistent with a finding of unfair price discrimination.
The products are heterogeneous, domestic priées are
stable, and there is no evidence to indicate that the
elasiticity of féreign supply is low. Thus, the factors
when viewed together are inconsistent with a finding of

unfair price discrimination.

Conclusion

Therefore, I conclude that an industry in the United
States is not méterially injured or threatened with
material injury by reason of imports of candles from the

Peoples Republic of China.
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DISSENTING VIEWS OF VICE CHAIRMAN BRUNSDALE . -

Candles from the Peoples’ Republic of China

Investigation No. 731-TA-282 (Final)

ABQSed on the record in this case, I determine that the: domestic
industry in the‘United_States is not materially injured, or
threatened with material injufy, by reason of'the,imports of;
candles from the Peoples’ Republic of China (PRC) that the
Department of Commerce hgs found to have been sold at
less-than-fair-value (dumped). Material retardation of the
establishment of.an industry in the United States is not an issue
in this case and will not be discussed.

Although I dissent from the affirmative Aecision reacied by
my colleagues in the majority, I concur with three of their
findings. Spedifically, I agrée on (1) like ﬁroduct -- the-iike
product is petroleum wax candles;1 (2)‘domestic indﬁstfynrf

the domestic

1 : o

However, I have serious reservations about this L
definition. In particular, I believe that Respondent has
made persuasive arguments for including beeswax candles in
the definition of like product. Prehearing Brief by the
China Native Products Corp., at Appendix 1. By adopting
the definition of the majority I am granting Petitioners |,
the benefit of the doubt on this issue. Posthearing Brief
of the National Candle Assn., at 2.
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‘industry consists of the domestic producers of petroleum wax candles;
and (3)'telafed parties -- it s not appropriate to exclude from the
domestic industry any of the U.S. companies that import PRC candles.
In order for a domestic industry to prevail ‘ir a final
investigation, the Commission must Qetérminé”that the dumped imports
cause or threaten to cause material injury to the domestic industry
-producing the IikE‘productuz‘ In making this determination, the
CommiSsiOn’typically follows ‘a two-stage prbcedure:3 ‘It first
addresses the question of ‘injury. If it does not find material injury
4

or threat' thereof, it summarily makes a negative determination.

If, however, it finds material- injury, it proceeds -to the .second stage

2 .
19 U.S.C. sec’1673.

3 .
"The ITC determination of injury basically involves a
two-prong inquiry: first, with respect to the fact of

* materisl 1njury, and second, with respect to the causation
of such material injury." Subcomm. on Trade, House Ways &
Means Comm., 98th ‘Cong., 2d Sess., Overview of Current
Provisions of U.S. Trade Law, at 51 (Comm. Print 1984).

4

See, e.g., Certain Fresh Atlantic Groundfish from

Canada, Inv. No. 701-TA-257 (Final), USITC Pub. No. 1844
at 17-19 (May 1986), in which the Commission made a
negative determination for subsidized fresh Atlantic
groundfish fillets because material injury or threat
thereof was not found. See ‘also my views (together with :
Vice Chairman L1ebe1er) in Certain Unfinished Mirrors from
Belgium, the Federal Republic of Germany," Italy, Japan
Portugal, Turkey, and the United Kingdom, Inv. No.

701- TA 273 (Prellmlnary) USITC Pub. No. 1850 at 16 17
(May 1986) in which I made a negatlve determination for o
allegedly dumped ‘imports of certain unfinished mirrors
because I did not find a reasonable indication that a
domestic industry was materially injured or threatened
with material injury.
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and decides whether the subject imports are a cause of that injury.
Thus only if the Commission answers both questions in the affirmative
5
will it make an affirmative determination.

In this case I find. that the domestic industry is not materially
injured or threatened with material jnjury. Conéequently I do not
consider the issue of causation. My determination on material injury

6
is based primarily on the following evidence:
o the average price (or unit valﬁe) of domestic candlé; ha;
not changed significantly; o
o domestic production and shipments have remained steady;
o imports from the PRC account for only a small portion of

total U.S. consumption;

Material Injury

I do not question that the domestic candle industry has been

5 . .
I note that Commissioner Stern does not adopt this two
stage procedure. She does not regard it as analytically
useful or appropriate to consider the question of material
injury separate from the question of causation. While I
do not use Commissioner Stern’s approach in this case 1
believe it raises important issues and deserves careful
study. See Cellular Mobile Telephones and Subassemblies
Thereof from Japan,. Inv. No. 731-TA-207 (Final), USITC
Pub. 1786 at 18-19 (Dec. 1985) (Additional Views of
Chairwoman Stern).

6 . .
In making its determination of material injury, the
Commission is directed by statute to consider, among other
factors: (1) the volume of the subject imports; (2) the
effect of such imports on prices for the domestic like
product; and, (3) the impact of the subject imports on
domestic producers of the like product. 19 U.S.C. sec.-
1677(7). '
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harmed. One possible sign of harm would.be a decline in the
average price of domestic candles. Looking at the record, that
price fell from $1.59 a pound in 1983 to $1.50 a pound in 1985, a
drop of only 5.7 percent.7'1When considered with other evidence
in this case, a drop of that small magnitude does not support a
conclusion of material injury. The statute does not-state that
any harm, no matter how small, entities a domestic industry to
succeed in a Title VII investigation. -Indeed, Congress
épecificaily rejected é de miﬁimis.injury standérd and instéad
established.the definition that material injury "means harm which
is:not inconsequential, immaterial, or unimportaﬁt."8

The condition of the domestic candle indugtry is nét'that of
an industry experiencing material injury. For example, domestic
shipments ‘and production were almost level in the 1983-85 period,
and both increased slightly in interim 1986 compared with interim

1985. Domestic shipments were 90,929 thousand pounds in 1983,

90,933 thousand pounds in 1985 and, for interim 1986, 20,367 ~

7 o
Report at A-21 and A-25.

8

19 U.S.C. sec. 1677(7). "[Tlhe term ‘de minimis’ in
antidumping cases has a.long and contentious history. Use
of that term was specifically rejected by the Committee.
Rather it was agreed that the statute should define
‘material - injury’ to mean 'harm which'is not.
inconsequential, immaterial, or unimportant.’"™ H. Rep.
96-317 at 46.(1979). o
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9
-thousand. pounds compared to 20,067 thousand in interim 1985:
Similarly, .production wés.94,427 thousand pounds in 1983, 94,708
thousand in 1985 and, for interim 1986, 24,745 thousand compared
to 22,234 thousand in interim 1985.10"Inzaddition, domestic’ -
inventories, which were:essentially unchanged between 1983 and
1985, do not give the impression of an industry experiencing-
material injury.11
.. Furthermore, . if a domestic industry is materially injured I
would ﬁormally'expect-torsee some sign that its size had : |
contracted:and its investment prospects had faltered. But this
is not the case here: - Industry capacity went up from 171.6
million pounds a year in 1983 to 181.7 million pounds in |
1985.12: Spending on R&D'andron~capita1 equipment increased
steadily between 1983 and 1985, the former rising from $629,000
to,$795,000,13 and the -latter from' $3,455,000 to
$4,835,000.14
Finally, "although the.financial'conqition'offthe industry

weakened over the period of the investigation, the industry as a

9

Report at A-21.
10

Id. at A-20.
11

Id. at A-23.
12

Id. at A-20.
13

Id. at A-32.
14
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whole was profitable throughout-and much of the weakenirig was due
.to noﬁrecurring-costs at three large firms. The figures for
bperating income were $18,593,000 in 1983, $10,771,000 in 1985.
and, for the interim period, $2,081,000 in 1986 compared to
$3,009,000 in 1985;15 It is iﬁportant to note that most of the
drop in operating income between 1983 and 1985, more than 60
percent, is explained by special factors (incldding relocating
and startup expenses) experienced by just three firms. Moreover,
_the vast'majority of firms were profiﬁable over the period.

Positive operating income was reported by sixteen out of eighteen

firms in 1983 and byithirtéen,out of seventeen firms in -
' 16
1985.

.This condition of stability for the industry is consistent
with the fact that imports of PRC candles, when measured
properiy, have been relatively small. 1In-1985, the PRC supplied
about 18 percent of total gquantity (in pounds) of all candles.

, éonsumed in the United States but only 8 percent of tﬁe total

17 18
value (in dollars). The latter measure is the -

15

Report at A-28.
16

Id. at A-27.
17

Memorandum by the Director, Office of Investigations,
INV-J-132 (Aug. 12, 1986).

18
Report at A-38.
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appropriate one to use here. This is because not all pounds of

candles, or candlepounds, are the samé. In particular, I find

that the quality of PRC candles is significantly lower on average
19

than that of domestic candles. Under these conditions it is

important to use dollar spending to compare PRC imports and

domestic consumption. -Ultimately, consumer budgets limit candle

consumption, domestic and foreign firms essentially compete for

H

19

The issue of quality was sharply contested in this’
case. Based on the record, however, it is clear that
there is a significant difference between PRC and domestic
candles. But this is not to say that these two products
are not close substitutes or that the domestic product is
not "like" the PRC candles. I believe that they are close
substitutes. ' What is relevant for a like product finding
~is that the relevant domestic product and the article
- subject to investigation be close substitutes.

I base my finding on the quality issue on two
points. First, the Commission has received the results of
‘a comparison of domestic and PRC candles performed by an
independent laboratory, apparently the only independent
laboratory to make such a test. The Staff Report (at
A-12) summarized the results as follows. kdkkdkikd,
Second, a substantial quality gap between domestic

and PRC candles is revealed most directly by public data
on average prices. Between 1983 and 1985 the average
price of domestic candles was consistently more than 2.9
times that of PRC candles. (This is based on average
price data for domestic and PRC candles, Report at A-21
and A-36). In ordinary markets such substantial price
differences indicate differences in quality. I have no
reason to suspect that we do not have ordinary markets in
this case. -
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‘shares of these budgets,'and'bddgets‘dre normally set in terms of
dollar spending, not -in terms 6f candlepounds.

-

Threat of Material Injury

The principal factors relevant to my analysis of threat are the

low import penetration' and’ the evidénce on PRC candle capacity

and capacity utilization, both of which suggest that imports of
20

PRC candles do not pose a real threat of material injury.

Unfortunately, information in the Report on the capacity and

P21 - ' ‘
confidential. - However, théfe'éfé ipdications that the PRC

capacity utilization of the PRC candle industry is

industry faces important constraints that would limit or &t least
delay'significant:expaﬁsidpg~in candlemaking capacity.  These
constraiéts*iﬁclude a éhér;age»bf'eiégt;icgl generating capacity,
an inability to produce new molds or bgvelihé;machines ﬁuickly,
and a poorly'déygloﬁed”trgpsppxﬁaﬁiqn syéfem that_poseé obstacles
for obtaining‘delivery7of'importaht_;aQ mét§ria1s.22 The

i

20 ‘ R
19 U.S.C. sec. 1677(F)(ii) (1986).

21 . ¢ . . - .

Report at A-34. Capacity utilization for PRC candle
export factories was reported to be *** in 1984 and ***
percent in 1985.

22
Posthearing Brief of the China Native Products Corp.,
at 9.



43

. combination of these points leads me to conclude that
23
there is no threat of material injury.

23

I note that at the end of this investigation, after
the post-hearing briefs had been filed, a submission by
the Petitioner raised questions about several important
issues, including the number of candle factories in the
PRC, their degree of modernity, and their capacities to
produce candles. However since the Commission chose not
to give Respondent an opportunity to respond to these
issues, 1 believe it is inappropriate to consider
Petitioner’'s last submission and do not do so here.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On September 4, 1985, an antidumping petition was filed with the U.S.
“International Trade Commission and the U.S. Department of Commerce by the
National Candle Association, Arlington, VA. The petition alleged that an
industry in the United States is materially injured, or is threatened with
material injury, by reason of imports from the People’s Republic of China
(China) of candles of petroleum wax, provided for in item 755.25 of the Tariff
Schedules of the United States (TSUS), which are being sold in the United
States at less than fair value (LTFV).

Accordingly, the Commission instituted antidumping investigation No.
731-TA-282 (Preliminary) under section 733(a) of the Tariff Act of 1930 to
determine whether there was 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 China of candles of petroleum wax that were
allegedly being sold in the United States at LTFV. On October 21, 1985, the
Commission determined that there was a reasonable indication that an industry
in the United States 1s materially injured by reason of such imports.

On February 19, 1986, Commerce published notice in the Federal Register
(51 F.R. 6016) of its preliminary determination that petroleum wax candles
from China are being, or are likely to be, sold in the United States at LTFV.
Accordingly, effective February 19, 1986, the Commission instituted
investigation No. 731-TA-282 (Final) to determine whether an industry in the
United States is materially injured, or is threatened with material injury, or
the establishment of an industry is materially retarded, by reason of imports
of such merchandise. Notice of the institution of the Commission’s final
investigation and of a public hearing to be held in connection therewith was
given by posting coples 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 March 12, 1986 (51 F.R. 8569). 1/

On March 19, 1986, Commerce published a notice in the Federal Register
(51 F.R. 9490) postponing its final antidumping duty determination.
Accordingly, the Commission published a notice in the Federal Register of
April 17, 1986 (51 F.R. 13111) revising the schedule for the conduct of its
investigation. On July 10, 1986, Commerce issued its final determination that
imports of petroleum wax candles from China are being, or are likely to be,
sold in the United States at LTFV.

A public hearing was held by the Commission in connection with this final
investigation on July 16, 1986, in Washington, DC. 2/ The briefing and vote
was held on August 13, 1986. The statutory deadline for notifying Commerce of
the Commission’s determination is August 21, 1986.

The Commission has not conducted previous investigations concerning
candles. :

1/ A chronology for the subject investigation and copies of the Commission’s
and Commerce’s notices are presented in app. A. )
2/ A list of witnesses appearing at the hearing is presented in app. B.’
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" Nature and Extent of Sales at LTFV

On July 10, 1986, Commerce issued its final determination that petroleum
wax candles from China are being, or are likely to be, sold in the United
States at a weighted-average margin of 54.21 percent ad valorem. In making
its decision of sales at LTFV, Commerce compared the U.S. price with the
foreign market value. The U.S. ‘price was represented by the purchase price of
‘the subject merchandise on the basis of c.i.f. prices with deductions, when
applicable, for ocean freight and marine insurance. Commerce concluded that
China is a state-controlled economy, so the foreign-market value was based on
the weighted-average price of candles imported into the United States from
Malaysia. : »

In responding to petitioner’s ‘allegation that imports of petroleum wax
candles from China present "critical circumstances", Commerce found that
“import levels of thé subject merchandise for equal periods immediately
‘preceding and following the filing of the petition were not massive; this
‘analysis also took seasonal factors into consideration. Therefore, Commerce
determined that critical circumstances within the meaning of section 735(a)(3)
of the Tariff Act of 1930 (19 U S -C. 1673d(a)(3)) do not exist for imports of
" ‘candles from China

On March 20, 1986, Commerce clarified the scope of products subject to

" investigation in a communication to all customs field offices. -Commerce

;specified that the products under investigation are certain scented or
unscented petroleum wax candles sold as tapers, spirals, straight -sided dinner
candles’, rounds, columns pillars, votives and various wax-filled containers.

'~ Candles not described, such as birthday, birthday numeral, and figurine type

r

candles are outside the scope of the investigation

The Products

t - e . . PR

*- Description and uses

A candle is made of solid fusible, combustible waxes or fatty substances
‘surrounding ‘and saturating a combustible wick. Candles are used to give
light heat ‘or scent, or are used for celebration or votive purposes

As a candle burns, its flame is fed by a supply of melted wax that flows
‘up the wick as a result of capillary action. Wax is melted as the flame runs
down the wick, and a cup of melted wak forms as the outside layer of the
candle is cooled by the upward current of air produced from the heat of the
candle. A candle burning properly is the result of interactions among candle
diameter, wax, wick, air movements, drafts and other factors. l/

History --Candles were among ‘the earliest inventions, as shown by
candlesticks from Egypt and Crete dating back to 3000 B.C. By the 13th
century, tallow candles were in wide use, with 71 candle makers named in a
1292- Paris tax list. 2/ - c : :

l/ Coggshall & Morse; Beeswax Ithaca NY, 1984, p. 127.
2/ New Encyclopedia Britannica vol 2 Hicropaedia 1985, p. 798.

‘.
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Through the years, candles have developed from pine torches, rope strands
covered with resin or pitch, and pitch coated with beeswax. In the early
dipping process,’ strands or yarn were coated by repeated dipping in molten
tallow or wax and then cooled. Introduction of molds in the 15th century by
Sieur de Brez marked the beginning of the modern candle. 1/

In the 19th century, paraffin wax from petroleum was first introduced
into candle-making. Stearic acid was produced by separating the fatty acid
from the glycerin of fat, and made a superior candle because of its hardness.
A composite of paraffin and roughly 5 to 10 percent stearic acid as a
hardening agent became the basic candle stock for U.S. manufacturers. 2/

Domestic product

Waxes.--There are two broad categories of wax used for commercial
purposes: natural and synthetic. The bulk of candle manufacturing utilizes
natural waxes, principally paraffins, microcrystallines, stearic acid, and
beeswax. However, specialty candle making operations do have requirements for
the more "exotic" types of waxes, such as hydrogenated vegetable oil or jojoba.
Selection of wax for candle making takes into consideration a number of
characteristics of wax, such as melting point, viscosity, and burning power.
Typically, U.S. manufacturers will use higher melt-point waxes (130 to 150
degrees F.) for tapers, columns, and votives, and use lower melt-point or
slack waxes for wax-filled containers. U.S. manufacturers use both refined
and semi refined waxes in candle production.

The U.S. petroleum wax market, based on U.S. Department of Energy (DOE)
statistics for domestic production, 1s estimated to be 1.5 billion pounds of
wax annually. Candle manufacturing accounts for approximately 10 percent of
petroleum wax usage. In terms of a typical barrel of oil, wax represents 1
percent, with wax used In the candle industry accounting for approximately
one-tenth of 1 percent of a barrel. Other commercial applications for wax
include adhesives, coatings, cosmetics, pharmaceutical preparations, plastics,
polishes, and rubber. ‘

Wicks.--There are almost 100 different sizes and types of wicking
available for candle manufacturing. Wicks may be flat braid, square braid,
stranded, twisted, metal core, glass fiber, or hollow. Wick sizing depends
upon the number of threads used, such as a 30-ply wick that consists of a
3-strand braid of 10 threads each. The size of the wick must be adjusted to
the diameter of the candle for proper burn. For example, a candle of lower
melting-point wax should have a wick of looser plait than one with a higher
melting point and less ready combustion. 3/

" An important characteristic of wicking is braiding. Braided wicking
tends to bend slightly at the tip during burning, which reduces "afterglow".
A wick standing straight up will accumulate a carbon cap, and when
extinguished the afterglow would destroy the wick down to the bottom of the

1/ Warth. The Chemistry & Technology of Waxes, Reinhold Publishing Corp., NY,
1947, p. 359.

2/ A detailed listing of wax properties is presented in app. C.

3/ Bennett, Industrial Waxes, NY, 1975, p. 211.
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cup, making relighting difficult. In addition to braiding, a wicking
characteristic that causes a candle to burn properly is "pickling". A wick is
pickled with chemicals, which keeps the candle from smoking and allows. the
wick tip to burn to an ash that falls off. 1/

Industry sources indicate that there is only one major supplier of
wicking for the domestic industry--Atkinson & Pearce Mfg. Co., Cincinnati,
OH. Although no major concerns have been raised about quality or supply from
this sole source, one major manufacturer * * * has established its own wicking
operation for greater quality control.

Other raw materials.--In addition to wax and wick, scents, dyes,
labeling and packaging are other components in the production of candles.
Scents added to wax are created by the same companies that produce expensive
perfumes, and they are specially compounded for use in petroleum wax; scents
as a share of production costs can range from O for unscented candles to 60
percent for scented votives. Special wax soluble dyes are used in color
formulations, which are controlled in order to produce color consistency.
Labeling and packaging as costs of production may be provided at the request
of purchasers (e.g., private labeling and UPC labels) or may be required
(e.g., warning labels). '

Foreign product

Waxes.--Chinese candle factories that manufacture for export
reportedly use only semi refined petroleum waxes. 2/ In addition, stearic
acid or plastic wax as a hardening agent accounts for approximately.l percent
of the composition of a Chinese manufactured candle. 3/ .Candle export
factories in China use high melt-point wax in the range of 133 to 140 degrees
F. 4/

Wicks.--Candles from China are reported to use 18- 21-, or 27-ply
wicks; Chinese wicks are often not braided. 5/. In addition, a representative
from the China Native Products Corp. indicated that Chinese wicks are not
chemically treated, and so the candles may smoke and burn quickly. 6/

Other raw materials.--When the scent is provided by the Chinese
factory, candles from China may be scented with variations of spices or
flavorings (e.g., cinnamon or vanilla). 7/ However, Chinese contracts with
U.S. importers often require that scents, dyes, and labels will be provided by
the purchaser. 8/ -

l/ Coggshall, op. cit., pp. 128-129.

2/ Transcript of the hearing (TR), p. 122. However, petitioners in their
posthearing brief (app. IV, sec. B, exhibit 3) provided pictures of bags of
fully refined petroleum wax waiting to be used at an export factory in China.
3/ Respondents’ prehearing brief, app. I, p. 3. .

4/ Commerce verification report for the Jikou Candle Factory, July 3, 1986,
p. 2. '

5/ Respondents’ prehearing brief, app. I, p. 3.

6/ TR, p. 123.

7/ Respondents’ prehearing brief, app. I, p. 9.

8/ Commerce verification report for sales of the Beijing branch, July 3, 198s,
p- 2.
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Product types.--Many varieties of candles are sold in the U.S. market;
they come in different sizes and fragrances, and all come in a range of colors.
Typically, a major U.S. manufacturer will offer 2,000 to 3,000 types of candles
in its product line. Questionnaire responses have provided useful data with
which to compare the types of .products offered by both U.S. manufacturers and
-importers of candles from China; such data are presented in tables 1 and 2.

Table 1.--Petroleum wax candles: Domestic shipments by U.S. producers and
importers of merchandise from China, by types, 1983-85

1983 , - 1984 1985
Item Quantity Share Quantity Share Quantity Share
1,000 1,000 1,000
pounds Percent pounds Percent pounds Percent
U.S. produced candles: ,
Wax filled containers.. 30,893 .= 33.5 32,844 34.7 31,388 34.0
Votives................ 18,125 19.7 18,280 19.3 19,343 21.0
Tapers........ceeeuuvns 17,858 19.4 17,543 18.5 16,903 18.3
Columns/pillars........ 11,428 12.4 11,618 12.3 10,317 11.2
Straight-sided dinner.. 2,941 3.2 3,295 3.5 3,990 4.3
Spirals.......... PR 1,495 1.6 1,201 1.3 1,333 1.4
Novelties.............. 1,700 1.8 1,945 2.0 977 1.1
Other............. P 7,653 8.3 7,936 8.4 7,977 8.6
Total 1/............. 92,093 100.0 94,662 . 100.0 92,228 100.0
Imports from China: , :
Wax-filled containers.. 102 0.7 124 0.6 75 0.3
Votives........... e 2,359 - 15.7 3,410 17.1 4,087 17.3
Tapers.........eeveuunn 5,482 36.6 6,969 34.9 7,754 32.9
Columns/pillars...... «. 5,562 37.1 7,421 37.1 8,520 -36.1
Straight-sided dinner.. o .. - 0. - 150 .6
Spirals................ 671 4.5 594 3.0 594 2.5
Novelties.............. 584 3.9 693 3.5 1,328 5.6
Other....... et 222 1.5 776 3.9 1,092 4.6
Total.........covuvns 14,982 100.0 19,987 100.0 23,600 100.0

1/ Total shipments are overstated by approximately 1.5 percent compared with
totals for domestic shipments of petroleum wax candles in tables 7 and 11, as
several reporting companies included inventories and/or intracompany or inter-
company transfers in the distribution breakout.

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

Product mix.--In 1985, the line of candles imported from China
consisted principally of tapers, columns, and votives, which together
represented 86 percent of total shipments of imports (table 1). In that same
year, half of the shipments of domestic products were in these popular
categories. From 1983 to 1985, the domestic product lines remained relatively
stable, with decreases of about 1.2 percentage points in shipments of tapers
and columns and an increase in shipments of votives of approximately
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Market share and segment share for domestic
shipments by U.s. producers and importers of candles from China, by types,

IS

1983~ 85
_ Shipments by U.S. producers - Shipments by importers
Item 1983 1984 ~ 1985 1983 1984 1985
‘ -Market share (percent)
Type of candle: - o :
Wax filled containers.. 28.9° 28.6 27.1 0.1 0.1 0.1
Votives...........o...n 16.9 .15.9 16.7 2.2 3.0 3.5
Tapers...... e 16.7 15.3 14.6 5.1 6.1 6.7
Columns/pillars........ 10.7°~ 10.1 - . 8.9 5.2 6.5 7.4
Straight-sided dinner.. 2.7 2.9 3.4 0 0 .1
Spirals............:... 1.4 - 1.0. 1.2 .6 .5 .5
Novelties.............. 1.6 1.7 0.8 .5 .6 1.1
Other............ PN 7.1 6.9 6.9 .2 .7 .9
o Total 'l/............. 86.0 82.6 79.6 140 ©17.4 20.4
Seasonal nature ‘ R | ’
Christmas........... e 17,90 17.7 15.3 © 8.8 10.8 13.5
Non-Christmas.......... 68.2 - 65.0 64.5 5.2 6.6 6.9
Total......vevvennnnn 86.0 82.6 79.6 14.0 17.4 20.
: ' Segment share (percent)
Type of candle: g : .
Wax filled c¢ontainers.. 99.7 99.6 - 99.8 0.3 0.4 0.2
Votives.......oovvinuns . 88.5 84.3 82.6 11.5 15.7 17.4
Tapers.......oovevvunnn 76.5 71.6 68.6 23.5 28.4° 31.4
Columns/pillars........ 67.3 61.0 '54.8 32.7 39.0 45.2
Straight-sided dinner.. 100.0 ° 100.0 - 96.4 0] 0 3.6
‘Spirals............ L. 69,0 66.9 - 69.2 31.0 33.1 30.8
"Novelties.............. 74.4 73.7 42.4 25.6 26.3 57.6
Other........coevvnernn 97.2 91.1 88.0 2.8 - 8.9 12.0
Seasonal nature: o
Christmas........ weeesn 6700 . 61.9 - 53.0 33.0 38.1 47.0
Non-Christmas..... el 92,9 90.8 90.4 7.1 9.2 9.6

1/ Total shipments are overstated by approximately 1.5 percent compared with

totals for domestic shipments of petroleum wax candles in tables 7 and 11, as

several reporting companies included inventories and/or intracompany or inter-
company transfers in the distribution breakout. -

Source:

U.S. International Trade Commission.

1.3 percentage points

Compiled from data submitted in response to questionnaires of the

Shipments of importsdfrom China decreased by roughly 4

percentage points for tapers and 1 point for columns, and shipments of votives
and novelties increased_by 1‘6 points and 1.7 points, respectively.

Market share.--When considered firom the standpoint of the total

market for U.s. -produced candles and imports of candles from China, the U.S.
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producers’ share of the total market was substantial but decreased steadily
during the period of investigation, from 86.0 percent in 1983 to 82.6 percent
in 1984 and 79.6 percent in 1985 (table 2). On the other hand, imports of
candles from China rose steadily from 14.0 percent of the market in 1983 to
17.4 percent in 1984 and 20.4 percent in 1985.

Segment share.--Table 2 also provides a breakdown of the markets for
each type of candle. 1In almost all segments of the market, U.S. producers
lost market share; the exceptions were wax-filled containers and spirals,
segments in which U.S. producers gained 0.1 and 0.2 percentage points,
respectively. Conversely, imports of Chinese candles gained segment share in
six of the eight product types. i :

Seasonality.--Many of the purchasers contacted in the course of this
investigation indicated that they only purchase Chinese candles in red, white,
and green for the Christmas season, and that they primarily rely on domestic
candles for their everyday displays of many candle colors. Findings from
questionnaire responses, as reflected in tables 2 and 3, clarify the question
of seasonality. 1/ '

Product mix.--From 1983 to 1985, U.S. producers maintained a steady
product mix of approximately 20 percent Christmas candles and 80 percent non-
Christmas candles (table 3). Shipments of imports from China over the same
period show that Christmas candles accounted for the majority of shipments of
such imported candles, at 63 percent in 1983 and rising to 66 percent in 1985.

Market share.--The majority of the U.S. candle market is comprised
of non-Christmas candles shipped by U.S. producers, which accounted for 68
percent of domestic shipments in 1983 and decreased to approximately 64
percent of shipments by 1985 (table 2). From 1983 to 1985, imports of candles
from China gained 1.7 percentage points of the market for non-Christmas
candles, while U.S. producers lost 3.7 points of market share for such
candles. . With respect to Christmas candles, whereas U.S. producers’ shipments
of such candles represented a 2.6 point decrease in market share, shipments of
imports of Chinese Christmas candles increased by 4.7 points during 1983-85.

Segment share.--In the Christmas market, U.S. producers accounted
for 67.0 percent of the total domestic shipments by U.S. producers and
importers of candles from China in 1983 (table 2). The U.S. producers’ share
then fell by 5.1 percentage points in 1984, and they lost another 8.9 points
in 1985, so that U.S. producers’ shipments of candles for the Christmas market
represented a little more than half (53.0 percent) of shipments of Christmas
candles in 1985. Conversely, imports of Chinese candles for the Christmas
season gained 14.0 percentage points from 1983 to 1985. U.S. producers
continued to dominate the non-Christmas market, although their share of this
market fell slightly from 92.9 percent in 1983 to 90.4 percent in 1985.

1/ Data on seasonality should be used with caution, as no clear definition of
"Christmas candle"” has been offered. Some reporting companies indicated that
all red, white, and green candles were reported as Christmas candles, whereas
other companies indicated that they sell Christmas colors year round and
reported sales for October through December as Christmas candles.
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Table 3.--Petroleum wax candles: Domestic shipments by U.S. producers and
importers of merchandise from China, by seasonal nature, 1983-85

1983 . 1984 1985

o N

Type Quantity Share Quantity Share Quantity Share
: 1,000 1,000 1,000
. pounds Percent pounds ' Percent pounds Percent
Shipments of U.S.-
produced candles: : : o
Christmas.......... 19,184 20.8 20,239 - 21.4 -17,690 19.
Non-Christmas...... 72,909 79.2 74,423 78.6 74,538 . 80.
Total 1/......... 92,093  100.0 94,662 100.0 92,228 100.0
Shipments of imports ) : SR
from China: ) .
Christmas.......... 9,443 . 63.0 12,431 - 62.2 15,676 - 66.
Non-Christmas...... 5,539 37.0 7,556 37.8 7,924 - 33,
Total 1/......... 14,982 100.0 19,987 100.0 23,600 100.

oloy &

1/ Total shipments. are overstated by approximately 1.5 percent compared with
totals for domestic shipments of petroleum wax candles in tables 7 and 11, as
several reporting companies included inventories and/or intracompany: or inter- '
company transfers in the seasonal breakout.

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

Characteristics.--Physical characteristics, including content and
packaging, for both U.S.-produced candles and candles imported from China were-
discussed in the "Description and Uses" section of the report. ‘A candle also
has performance characteristics, and information. has been received from all
parties relating to the laboratory testing of candles based on performance-
standards.

The Commission’s staff received.the results of the only known independent
laboratory analysis of U.S. produced candles and candles imported from China.

% %* % . * ) * * ‘%

Manufacturing processes

U.S. process.--Candle manufacturing has evolved over the years from hand .
dipping at a few dozen candles per hour to the automatic rotary molding
machines that produce at the rate of 6,000 per hour. At one time, all candles
were produced from hot liquid wax, but technology has created a cold process
that allows wax to be compressed into various candle shapes :and forms. In the
hot wax process, wax is shipped and stored in liquid form. Steam-heated
storage tanks and remote-controlled pumping systems permit custom blending of
each batch of candle wax in its individual steam kettle. Cold wax processes
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take hot liquid wax and freeze the liquid in towers or through rotating drums
to a powdered form, which is then supplied through tanks into compression and
extrusion machines. Manufacturing techniques currently in use by U.S. manu-
facturers include dipping, molding, pouring, extrusion, and compression. 1/
A discussion of the principal manufacturing techniques is presented below.

Pouring.--U.S. candle manufacturers employ hand-poured processes for
certain types of candles, when unusual shapes or dimensions impose physical or
cost restrictions on the method of production.

Dipping.--The repeated dipping process is a hot process. It
consists of the following procedures: free-hanging wicks are attached to
candle dipping boards or cages; dipping stations containing liquid wax are
positioned along the path, either straight line or circular; candles are
cooled and cut or melted to the desired length, then tapered, including any
reverse taper at the base; two final dips in microcrystalline or high
melt-point wax are applied as a color over dip, and to harden the candle
exterior for better burning; and the candles are cut down from the dipping
board, inspected, and packaged.

Molding.--Machine molding techniques are also a hot process and may
be semi automated or fully automated. The procedures for semi automated
machine molding include the following: wicks are tended (made taut or
straight, and centered); the molding machine is heated; liquid wax stored in
steam kettles is poured into the molds encased in the machine; the machine is
water cooled and the candles are ejected from the molds; wicks are cut for the
removal of the set (group of candles) In the rack; and the set of candles is
removed, inspected, and packaged.

Extrusion.--Extrusion can be a hot or cold process, in which
formulated wax is supplied to an extruder and the wax is then forced through
an orifice with a selected metal die for the shape of the candle (dies can be
changed in 10 minutes). Long strips of extruded candles are then cut to
length and tipped. This is the principal manufacturing method used in the
production of beeswax candles.

Chinese process.--Candle manufacturing in China is reportedly highly
labor intensive and utilizes primitive manufacturing techniques. Wax slabs’
are melted in vats that are heated when steam from a boiler is piped through
the hollow walls of the vats. 2/. Wax is blended manually with scents and dyes
and hand poured into molds. Candle molds in one particular Chinese factory
were cut and welded from 55-gallon scrap drums. 3/ The molds are water cooled

1/ Candle making machinery is no longer manufactured in the United States; the
principal source of machinery is West Germany. However, major domestic
manufacturers maintain a staff of in-house engineers to adapt the machinery
for a variety of tooling purposes.

2/ Commerce verification report for the Fengtal Candle Factory, July 3, 1986,
P 2.

3/ TR, p. 145. However, petitioners presented photographs of more elaborate
molding machines from the Taiping Export Candle Factory in China (Petitioners’
posthearing brief, app. IV, sec. B, exhibit 30.
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to set the candles, which are then individually removed from the mold by hand,
polished, beveled, hand wrapped in cellophane, and packaged. 1/

Liké products

In making its determination of likelihood of material injury during the
preliminary phase of this investigation, the Commission requested that data be
gathered in the final investigation concerning the extent to which domestically
produced beeswax candles are fungible with petroleum wax candles. Information
on petroleum wax candles and beeswax candles is presented separately in this
report wherever possible in order to facilitate analysis. Should Commissioners
wish to include beeswax candles in the scope of investigation, the impact on
key indicators is presented in appendix E.

Beeswax candles are manufactufed by U.S. producers for religious and
specialty markets. The use of beeswax in the Roman Catholic Church is not
required, but is generally accepted practice. Since 1969, the Church’s
General Instruction of the Roman Missal "makes no determination regarding the
material of composition of candles, except in the case of the sanctuary lamp,
the fuel for which must be oil or wax." 2/

As indicated in table 4, approximately 95 percent of domestic shipments
of beeswax.candles during 1983-85 were made to churches and religious goods
dealers. Most beeswax candles, representing about 94 percent of domestic
shipments in 1985, were wax-filled containers and "other" types of
miscellaneous candles such as straight-sided altar and sanctuary lights.
Beeswax dinner candles accounted for approximately 5 percent of domestic
shipments of beeswax candles during 1983-85; they were sold through department
and specialty stores. 3/ :

U.S. tariff treatment

U.S. imports of candles are classified in item 755.25 of the TSUS. This
tariff item provides for candles and tapers. The current column 1 rate of
duty 4/ is 6.3 percent ad valorem; this rate is scheduled to be reduced to
5.8 percent on January 1, 1987. The United States extended column 1 duty

1/ Respondents’ prehearing brief, app. I, p. 2.

2/ National Conference of Catholic Bishops, Bishops’ Committee on the Liturgy,
Newsletter, Washington, DC, November 1984.

3/ The specialty market, as a share of the total beeswax candle shipments, is
understated because only 1 of 4 known beeswax candle manufacturers that
produce for the specialty market responded to the Commission’s questionnaire.
4/ 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
countries and areas enumerated in general headnote 3(d) of the TSUS. China,
Hungary, Romania, and Yugoslavia are the only Communist countries eligible for
MFN treatment. : ’
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Table 4.--Beeswax candles: Domestic-shiﬁments by U.S. produéers, by
type of candle, sales outlet, and seasonal nature, 1983-85

1983 1984 1985
Item Quantity Share Quantity Share Quantity Share
: 1,000 1,000 1,000
pounds Percent pounds Percent pounds Percent
Type of candle:
Columns................ 20 1.6 16 1.3 10 .8
Straight-sided dinner.." 67 5.4 ° 60 5.0 58 .9
Votives..... e e 3 .2 4 .3 3 .3
Wax-filled containers.. 163 ©13.2 164 13.8 158 13.2
Other.......... e 983 79.5 946 79.5 966 80.8
Total................ 1,236 - 100.0 1,190 '100.0 1,195 100.0
Type of sales outlet:- ' ‘ '
Churches and religious
goods dealers........ 1,169 94.6 1,128 94.8 1,135 95.0
Department and o '
specilalty stores..... 65 5.3 61  5.1° 59 .9
Wholesale distributors. 2 .1 1 S | 1 1
T Total..........00n ... 1,236 100.0 1,190 100.0 1,195 100.0
Seasonal nature: ‘ : - .
Christmas.............. 163 13.2 151 12.7 154 12.9
Non-Christmas.......... 1,073 86.8 1,039 87.3 1,041 87.1
Total............. e 1,236 100.0 1,190 100.0 1,195 100.0

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

treatment to China effective February 1, 1980. 1/ Priof to that date, imports
from China were dutiable at the higher column 2 rates. 2/

The petitioner has alleged that significant quantities of candles
produced in China are being transshipped through Hong Kong and are entering
the United States as products of Hong Kong. The rate of duty currently
applicable to U.S. imports of candles from Hong Kong is the column 1 rate of
duty. Because imports .of candles from Hong Kong exceeded the competitive-need
limits, as of March 30, 1980, Hong Kong is no longer accorded duty-free

1/ In Proclamation No. 4697, dated Oct. 23, 1979, the President, acting under
authority of the Trade Act of 1974, amended general headnote 3(f) (now
redesignated 3(d)) of the TSUS by deleting "China (any part of which may be.
under Communist domination or control)" and "Tibet," effective Feb. 1, 1980,
the date on which written notices of dcceptances were exchanged, following
adoption by the Congress on Jan. 24, 1980, of a concurrent resolution of
approval extending nondiscriminatory treatment to products of China.

2/ The col. 2 rates of duty apply to imported products from those Communist
countries and areas enumerated in general headnote 3(d) of the TSUS.
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treatment on candles under the Generalized System of Preferences (GSP). 1/
Also, on March 31, 1982, Hong Kong was graduated from GSP eligibility for
candles. Accordingly, since March 30, 1980, there has been no duty rate
differential between candles from Hong Kong and those from China.

The Domestic Market

U.S. producers

There are over 100 known producers of candles for commercial sale in the
United States, not to mention the many small craft producers for local,
noncommercial use. The Commission sent questionnaires to 47 firms believed to
produce candles in the United States for commercial sale. These firms
" consisted of all the known major producers of candles and a number of medium-
size and small producers. It is estimated that the 47 firms to which question-
naires were sent account for approximately 95 percent of U.S.-produced candles.

Completed responses to the questionnaire were received from 22 firms,
including nearly all of the largest candle producers. 2/ It is estimated that
the responding firms account for most (approximately 75 percent) of the total
U.S. production of candles. Table 5 shows the responding producers, subsidiary
companies included in the questionnaire responses, the location of production
facilities, production levels in 1985, and each producer'’s share of known
production. :

1/ The GSP affords nonreciprocal tariff preferences to developing countries to
aid their economic development and to diversify and expand their production
and exports. The U.S. GSP, enacted in title V of the Trade A¢t of 1974 and
renewed in the Trade and Tariff Act of 1984, applies to merchandlse imported
on or after Jan. 1, 1976, and before July 4, 1993. It prov1des duty-free
entry to eligible articles imported directly from designated beneficiary
developing countries.

2/ Commission staff did not receive usable data from * * % and * * *; these
companies accounted for a combined total of approximately *** percent of known
production in 1985, which is an estimate based on the.limited 1nformat10n
provided by company officials.
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Table 5.--Candles: U.S. producers, location of production facilities,
and production in 1985, by types of wax

Production
Producer Location Petroleum Beeswax Total Share
' -  me==---1,000 pounds------- ~ Percent
American Greetings....... Corbin, KY Yedek Fedede ek Vedede
Candle Corp. of America.. Chicago, IL dokede Fedede Fedede Yokt
Yevdede
Candle Artisans.......... Washington, NJ ke Fedrde Foede e
Candle-Lite.............. Leesburg, OH . Yedeke ol e o e
Caribe Candle............ Penuelas, PR wiek tedrk Jedede Fedede
Colonial Candle of Cape
Cod.........iiivinnnn Hyannis, MA
Dadant & Sons............ Kahoka, MO ek Ve dedede dedee
General Wax & Candle Co.. No. Hollywood, CA Fedede Yook debede deded
Hallmark Cards........... Leavenworth, KS Yedeve Yedede Yedede Yedede
Lenox Candles............ Elkin, NC *iek dedede Fedeke Jedede
Subsidiaries:
Columbia Wax Product
Carolina Soap &
Candle

Meunch-Kreuzer Candle Co. Syracuse, NY Yedeke Fekek ke Jedede
WNS, InC....ovvvnnnnnnns Houston, TX Yedeke Fedck ke Fedede
Will & Baumer............ Syracuse, NY o Yk Yedeke Yedede Yekke
All others 1/............ 4,864 - 299 5,163 5.5

Total.......ovvenvnnnn 93,630 1,078 94,708 100.0

1/ Data are included for 8 firms, none of which accounted for more than 1.1
percent of total U.S. production in 1985,

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

Industry sources indicate that prior to the 1970’s the major candle-
making factorles were privately held, family-owned, single-product concerns,
During the 1970’s and 1980’s, many of the major companies were taken over by
larger conglomerates and candles became one in a line of many, diversified
products. An analysis of the industry today reveals that seven of the candle
producers, which represent approximately 40 percent of total production, are
owned by conglomerates. . As the following tabulation shows, the candle
operations of these seven companies accounted for an average of approximately
2 percent of their consolidated net sales of ¥%¥%* in 1985:
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Sixteen of the reporting producers, representing 69 percent of reported
production, are in support of the petition in this investigation. Of the
eight major producers, six’'are in support, and two * * % are in opposition.
Each of the known major producers is discussed on the follow1ng pages.

U.S. importers

Information provided by the U.S. Customs Service identified over 175
“importers of candles from China during fiscal years 1983-85 and January-March
1986. - Most of the importers imported only small quantities. The Commission

1_‘sent,questionnaires to 62 importers, including all the known major importers

"of candles and also a number of medium and small importers. The 62 importers
are believed to account. for approximately 90 percent of total imports of
candles from China during the period covered by the investigation.

Thirty-three importers, accounting for approximately 85 percent of total
~imports -in" 1985, provided usable data on theéeir imports of candles from China.
Table 6 presents information from the largest responding importers, including
several U.S. producers that import. 1In 1985, approximately 48 percent of the
imports of candles from China were purchased by importers for sale in their
own retail ‘outlets, 28° percent by importers that purchase for wholesale
distribution, and ¥¥* percent by importers that are also U. S. -producers. On
the average, candle imports accounted for approximately 4 percent of the value
of total import business for importers responding to the Commission’s
questionnaire.:
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Table 6.--Importers of candles from China and imports,
by types of purchasers, 1985

. Imports in 1985
Importer Location Quantity Share

1,000 pounds Percent

Importers that are also U.S.
producers:

* % % * % * %

Importers that purchase
for sale in their
own retail outlets:

%* % * %* * * %
13,959 48.2
Importers that purchase for
wvholesale distribution:

* %* % % %* % *
8,123 ‘ : 28.1
Total imports by
reporting companies..... dekde dekek
Imports not identified........ dedede Fedede
Total imports 1/.......... . 28,949 ~100.0

1/ Official import statistics of the U.S. Department of Commerce.
Source: Compiled from data submitted in response to questionnaires of the

U.S. International Trade Commission, except as noted.

For the six U.S. producers that imported candles from China in 1985, the
following tabulation presents information on their domestic shipments and
imports in that year:

Domestic Ratio of imports

Producer shipments Imports to Shipments

(1,000 pounds) (1,000 pounds) (Percent)

* % L * % % *

In 1985, candle imports by the six U.S. producers accounted for * * *
percent of total domestic shipments for those companies. The highest ratios
to domestic shipments were registered by % * *, 1/

1/ The impact on key indicators of excluding * * * as a related party is
presented in app. E. '
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Apparent U.S. consumption = ) . .

The data on apparent U.S. consumpﬁion of candles presented in table 7
are composed of the sum of (1) reported domestic shipments of U.S.-produced
candles by producers responding to the Commission’s questionnaire, and (2)

" ‘imports of candles as reported in official statistics of the U.S. Department

of Commerce. Apparent U.S. consumption of petroleum wax candles increased
from 135.9 million pounds in 1983 to 153.4 million pounds in 1984, or by 12.8
percent, and then decreased slightly to 152.0 million pounds in 1985, or by
0.9 percent. Apparent consumption of such candles was 26.3 million pounds
during January-March 1986, or 12.8 percent less than consumption in the
corresponding period of 1985.

Table 7.--Candles: U.S. producers’ domestic shipments,'imports,'and apparent
consumption, by types, 1983-85, January-March 1985, and January-March 1986

January-March--

Item ' ' 1983 1984 11985 1985 1986
U.S. producers’ domestic
shipments:
Petroleum wax candles 1/
1,000 pourds. . 90,929 93,179 90,933 20,067 20,367
Beeswax candles...... do.... 1,236 1,190 1,195 333 352
Total.............. do.... 92,165 94,369 92,128 20,400 20,719
' U.S. imports g/....;...do.... 45,015 60,226 61,056‘,A10,082 , 5;930

Total apparent consumption:
Petroleum wax candles

_ - 1,000 pounds. . 135,944 153,405 151,989 .. 30,149 26,297
Beeswax candles...... do.... =~ 1,236 1,190 -1,195 333 . 352
Total.............. do.... 137,180 154,595 153,184 30,482 26,649

Ratio of U.S. producers’
" domestic shipments to
apparent consumption:
Petroleum wax candles

percent.. - 66.9 60.7 59.8 66.6 77.4
Beeswax. candles...... do.... 100.0 100.0 100.0 100.0 100.0
Average............ do.... 67.2 61.0 60.1 66.9 77.7

¢

1/ Includes captive consumption (intracompany and intercompany transfers),
which accounted for less than 1.5 percent of total domestic shipments in all
periods.

2/ All known imports are petroleum wax candles. Adjusted for the exclusion of
novelty items imported from China.

Soufce:, U.s producers"domestié shipments, compiled from data submitted in
response to questionnaires of the U.S. International Trade Commission; imports,
compiled from official statistics of the U.S. Department of Commerce.
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Channels of distribution

Domestic producers and importers sell candles directly to department and
specialty (gift) stores 1/ or mass merchandisers (chain, variety, drug, and
discount stores), or to wholesale distributors that later distribute the

" ‘candles to various retail outlets and end users. Department stores and

specialty stores are generally considered the "high" end of the market, since
they tend to carry a wider selection of candles in a large assortment of sizes
and colors especilally formulated to match the latest home furnishings. Mass
merchandisers--which include drugstore chains, discount stores, and
supermarkets--carry a more limited selection of candles (mostly dinner
candles), although they frequently introduce a Christmas line (including
novelties and other types of candles in seasonal colors).

Table 8 presents comparative share of sales information (based on
thousands of pounds of wax) for both U.S. producers and importers during
1983-85. U.S. producers typically sell through all channels, but the bulk of
sales (approximately 81 percent in 1985) are to mass merchandisers, wholesale
distributors, and department and specialty stores. During 1983-85, the share
of U.S. producers’ shipments to mass merchandisers increased by 2.9 percentage
points, and the share to department and specialty stores decreased by 2.5
points.

Sales of imports from China are heavily concentrated in the mass
merchandiser sales outlet, which represented 74.5 percent of total shipments
of candles from China in 1985. However, during the period 1983-85, the share
of sales to mass merchandisers decreased by 5.2 percentage points, and the
share of sales to department and specialty stores increased by 2.8 points.

Market share.--In 1985, U.S. producers accounted for 27.9 percent of the
aggregate market for U.S. and Chinese candles through sales to mass merchandi-
sers, and this share held relatively constant from 1983 (table 9). The U.S.
producers’ share of the market to wholesale distributors dropped by 1.5
percentage points from 1983 to 1985, and 3.2 points of market share was lost
in the department and specialty store channel during the same period. On the
other hand, imports of candles from China gained 4.0 points of market share in
the mass merchandiser channel, 1.3 points in the wholesale distributor
channel, and 1.1 points of market share in the department and specialty store
channel. :

Segment share.--In analyzing the total market for U.S. and Chinese
candles on a segment basis, U.S. producers lost 6.5 points of the share of the
mass merchandiser market to imports from 1983 to 1985; 4.9 points of the whole-
sale distributor market was lost to imports; and 8.1 points of the department
and specialty store market was lost to imports during the same period.

1/ Through telephone calls to reporting companies, the staff has verified that
the category "department and specialty stores" includes non-discount mass
merchandisers such as Sears and J.C. Penney, and is comparable with the data
presented in the pricing section of this report.
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Table 8.--Petroleum wax candles: Shipments of candles by U.S. producers and
importers of merchandise from China, by types of sales outlets, 1983-85

‘ 1983 1984 1985
OQutlet Quantity Share Quantity Share Quantity Share
1,000 1,000 1,000

pounds Percent pounds Percent pounds Percent

Shipments of U.S.
produced candles:

Mass merchandisers...... 29,676 32.2 31,788 33.6 32,334 35.1
Wholesale distributors.. 28,086 30.5 29,541 31.2 28,624 31.0
Department and

specialty stores...... 16,430 17.8 15,789 16.7 14,112 15.3
Religious outlets....... 14,018 - 15.2 14,293 15.1 14,481 15.7
Restaurants............. 2,598 2.8 2,079 2.2 1,881 2.0
Other........cvvvu eees 1,285 1.4 1,172 1.2 796 0.9

Total 1/.............. 92,093 100.0 94,662 100.0 92,228 100.0

Shipments of imports

from China: , .
Mass merchandisers...... 11,943 79.7 16,107 80.6 17,573 74.5
Wholesale distributors.. 1,930 12.9 2,578 12.9 3,641 15.4
Department and . ' .

specialty stores...... 1,101 7.3 1,293 6.5 2,382 10.1
Religious outlets....... 4 2/ 5 2/ 2 2/
Restaurants............. 4 2/ 4 2/ 2 -2/
Other........... e 0 - o - - 0 -

Total....coeiuinuennns 14,982 100.0 19,987 100.0 23,600 100.0

1/ Total shipments are overstated by approximately 1.5 percent compared with
totals for domestic shipments of petroleum wax candles in tables 7 and 11, as
several reporting companies included inventories and/or intracompany or inter-
company transfers in the sales outlet breakout. ’

2/ Less ‘than 0.05 percent.

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

Note 1l.--Shipments of candles from China were reported by U.S. firms that are
listed as being importers of record on official U.S. Customs Net Import Files.
Purchases of candles from China by firms that were not importers of record
(e.g., * % % buying Chinese candles from a wholesaler) were reported separately
in the questionnaire and are not included in the channels of distribution
breakout.

Note 2.--The category "Private Label" has been removed from the channels of
distribution analysis since the prehearing report. Telephone calls were made
to both producers and importers, and revised information was received on the
redistribution of private label shipments through the other available channels.
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Table 9.--Petroleum wax candles: Market and segment shares for domestic ship-

ments of U.S.-produced candles and imports of candles from China, 1983-85

(In percent)

Shipments by U.S. producers Shipments by importers

Outlet 1983 1984 1985 1983 1984 1985

Market share

Mass merchandisers........ 27.7 27.7 27.9 11.2 - 14.0 15.2
Wholesale distributors.... 26.2 25.8 24.7 1.8 2.2 3.1
Department, jewelry, and '
specialty stores........ 15.4 13.8 12.2 1.0 1.1 2.1
Religious outlets......... 13.1 12.5 12.5 - -
Restaurants............... 2.4 1.8 1.6 - - -
Other.........ivvirennenn 1.2 1.0 .7 - - -
Total 1/............. 86.0 82.6 79.6 14.0 17.4 20.4
‘Segment share
Mass merchandisers........ 71.3 66.4 64.8 28.7 33.6 35.2
Wholesale distributors.... 93.6 92.0 88.7 6.4 8.0 11.3
Department, jewelry, and
specialty stores........ 93.7 92.4 85.6 6.3 7.6 :14.4
Religious outlets......... 100.0 100.0 100.0 - - -
Restaurants............... 99.8 99.8 99.9 .2 .2 .1
Other..........ciiievunnn. 100.0 100.0 100.0 - - -

1/ Total shipments are overstated by approximately 1.5 percent compared with
totals for domestic shipments of petroleum wax candles in tables 7 and 11, as
several reporting companies included inventories and/or intracompany or inter-
company transfers in the sales outlet breakout.

Source: Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
Consideration of Alleged Material Injury
The information in this section of the report was compiled from responses
to questionnaires of the U.S. International Trade Commission. The 22
producers that provided questionnaire responses are believed to account for

approximately 75 percent of total U.S. production of candles.

U.S. production, capacity, and capacity utilization

Data on known U.S. production, end-of-period capacity, and capacity
utilization of candles are presented in table 10. Production of all candles
increased from 94.4 million pounds of wax in 1983 to 95.8 million pounds in
1984, or by 1.4 percent. Production decreased in 1985 to 94.7 million pounds,
or by 1.1 percent. Production during January-March 1986 amounted to 24.7
million pounds, an increase of 11.3 percent compared with the level of
production in the corresponding period of 1985.
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Table 10.--Candles: U.S. production, end-of;period capacity, and capacity
utilization, 1983-85, January-March 1985, and January-March 1986

January-March- -

Item 1983 1984 1985 1985 1986
Production..... 1,000 pounds.. 94,427 95,769 94,708 22,234 24,745
End-of-period capacity :
1,000 pounds.. 171,596 183,554 181,709 47,093 48,112
Capacity utilization v
percent. . 55.0 52.2 52.1 47.2 51.4

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

Capacity to produce candles increased from 171.6 million pounds of wax in
1983 to 183.6 million pounds in 1984, or by 7.0 percent, chiefly because of a
#% pound capacity increase for * * * and a *¥* pound capacity increase for
* % %, Capacity decreased in 1985 to 181.7 million pounds, or by 1.0 percent,
mainly because of the closing of Wheaton Candles *#* pound manufacturing
capacity. Capacity during January-March 1986 amounted to 48.1 million pounds,
representing a 2.2-percent Increase from that in the corresponding period of
1985. '

End-of-period capacity utilization was 55.0 percent in 1983, 52.2 percent
in 1984, and remained steady at 52.1 percent in 1985. Capacity utilization
during January-March 1986 was 51.4 percent, representing an increase from the
47.2 percent capacity utilization rate in the corresponding period of 1985.

U.S. producers’ domestic shipments

Data on U.S. producers’ domestic shipments of candles are presented in
table 11. U.S. producers’ domestic. shipments of petroleum wax candles
increased from 90.9 million pounds of wax in 1983 to 93.2 million pounds in
1984, or by 2.5 percent. Shipments decreased by 2.4 percent in 1985 to 90.9
million pounds, down to the level of 1983. 1/ Shipments during January-March
1986 amounted to 20.4 million pounds, an increase of 1.5 percent compared with
the level of domestic shipments in the corresponding period of 1985.

‘The value of U.S. producers’ domestic shipments of petroleum wax candles
decreased slightly from $144.7 million in 1983 to $144.4 million in 1984, or
by 0.2 percent. The value of shipments decreased at a greatér rate in 1985,
to $136.6 million, or by 5.4 percent. The value of U.S. producers’ shipments
in January-March 1986 amounted to $28.9 million, a decrease of 1.3 percent
compared with the level in the corresponding period of 1985.

1/ The data reflect the closing of Wheaton Candle and the relocation of Lenox
Candles Manufacturing from Wisconsin to Kentucky. : '
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Table 11.--Candles: U.S. producers’ domestic shipments, by types
1983-85, January-March 1985, and January-March 1986

- January-ﬁarch--
Item . 1983 1984 1985 1985 1986

Petroleum wax candles:
Quantity:
Amount........ 1,000 pounds.. 90,929 - 93,179 90,933 20,067 20,367
Percentage change........... 1/ 2.5 -2.4 )4 1.5
Value:
Amount....... 1,000 dollars.. 144,746 144,445 136,617 29,251 28,865
Percentage change........... 1/ -0.2 -5.4 1/ -1.3
Unit value......... per pound.. $§1.59 §1.55 $§1.50 $§1.46 $§1.42
Beeswax candles:
Quantity:
Amount........ 1,000 pounds.. 1,236 1,190 1,195 333 352
Percentage change........... 1/ -3.7 0.4 1/ 5.5
Value:
Amount....... 1,000 dollars.. 6,424 6,398 6,835 1,978 1,934
Percentage change........... 1/ -0.4 6.8 1/ -2.2
Unit value......... per pound.. $5.20 §5.38 $§5.72 §5.94 $§5.49
Total:
Quantity:
Amount........ 1,000 pounds.. 92,165 94,369 92,128 20,400 20,719
Percentage change........... 1/ 2.4 -2.4 1/ 1.6
Value:
Amount....... 1,000 dollars.. 151,170 150,843 143,452 31,229 30,799
Percentage change........... 1/ -1.0 -5.1 1/ -1.4
Unit value........ .per pound.. $§1.64 §1.60 §1.56 $§1.53 §1.49

1/ Not available.

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

The unit values of U.S. producers’ domestic shipments of petroleum wax
candles declined from $1.59 per pound in 1983 to $1.55 per pound in 1984 and
$1.50 per pound in 1985. The unit value of domestic shipments of candles in
January-March 1986 was $1.42, a further decrease compared with the unit value
of $§1.46 in the corresponding period of 1985.

As shown in table 11, the unit value of U.S. shipments of beeswax-candles
is higher than that of petroleum wax candles and the difference between the
two widened during the period covered. The ratio of the unit value of beeswax
candles to the unit value of petroleum wax candles was 3.3 to 1 in 1983, 3.5
to 1 in 1984, 3.8 to .1l in 1985, and 3.9 to 1 during January-March 1986. The
higher unit value for beeswax candles is partially explained by the higher
price of beeswax compared with petroleum wax. Industry sources have ‘quoted a
range of 20 to 40 cents per pound for petroleum wax, whereas the price of
beeswax ranged from 90 cents to $1.10 per pound during January-March 1986.
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U.S. exports

Data on U.S. exports, obtained from official statistics of the U.S.

. Department of Commerce, are presented in table 12. Exports of candles
decreased from 3.2 million pounds of wax in 1983 to 2.3 million pounds in
1984, or by 27.0 percent. Exports decreased further in 1985 to 1.4 million
pounds, or by 37.6 percent. Exports during January-March 1986 amounted to
500,000 pounds, an increase of 42.5 percent compared with the level of exports
in the corresponding period of 1985.

Table 12.--Candles: U.S. exports, by markets 1983-85,
January-March 1985, and January-March 1986

' January-March--
Market 1983 - _ 1984 1985 1985 1986

Quantity (1,006 pounds)

Canada........cooovvunnnnn 807 1,039 657 _ 134 : 295
SwWeden. ....ovviiernnnnsens 512 . 308 . 189 36 28
United Kingdom............ 320 221 131 35 47
Australia................. 134 109 123 30 . 2
All other................ 1,384 627 337 116 129

Total................ 3,157 2,304 l 437 . 351 500

Value (1,000 dollars)

Canada..................: 1,190 . 1,558 . 899 206 _ 298
Sweden.........ooiiiuinnn 305 ) 201 175 - 34 15
United Kingdom......... - 409 331 - 185 61 76
Australia................ 76 77 51 13 3
All other................ 1,548 1,040 497 .. 158 - 234

Total..... e 3,528 3,207 1,807 , 472 626

Unit value (per pound)

Candda.................. $1.47  .§1.50 $1.37  $1.54 $1.01
Sweden..........oo0vuen. .60 ° .65 .93 .94 .54
United Kingdom.......... 1.28 1.50 = = 1.4 - 1.72 1.64
Australia....... e .56 .70 ’ .42 .41 1.40
All other............... 1.12 1.66 1.47 1.38 1.81

Average...... cereae 1.12 1.39 - 1.26 1.35 1.25

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

Data on U.S. producers’ exports of candles, obtained from responses to
the Commission’s questionnaire, are presented in the following tabulation (in
thousands of pounds of wax): ’ .
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The export  data in the tabulation above are significantly lower than official
export statistics, owing to the incomplete industry response to the
Commission’s questionnaire, and to the possibility that firms other than
producers may be exporting. o

U.S. producers’ inventories

U.S. producers’ inventories of petroleum wax candles increased from 18.8
million pounds as of December 31, 1982, to 20.4 million pounds as of December
31, 1983, or by 8.0 percent. Inventories decreased slightly to 20.2 million
pounds as of December 31, 1984, or by 0.8 percent, then iIncreased to 20.9
million pounds as of December 31, 1985, or by 3.5 percent. Inventories on
March 31, 1986, amounted to 24.0 million pounds, representing an increase of
7.0 percent compared with the level of inventories on March 31, 1985.

As a share of U.S. producers’ total domestic shipments during the
preceding year, inventories decreased from 22.4 percent as of December 31,
1983, to 21.7 percent as of December 31, 1984, and increased to 23.0 percent
as of December 31, 1985. On the basis of annualized shipments, the ratio was
28.0 percent as of March 31, 1985, and 29.5 percent as of March 31, 1986, as
shown in the following tabulation: S

Date Inventories - e Percent of
' (1,000 pounds) _ total shipments
As of Dec. 31--
1982------c-ceimmee e - 18,839 1/
1983----cccmmcceae ————- 20,353 . 22.4
1984~---mcmcmcc e 20,190 o 21.7
1985-~ccccmmecccmme s 20,890 ' . 23.0
As of Mar. 31-- -
1985c-c-cccm e ' 22,466 2/ 28.0
1986------mceomeememas 24,037 2/ 29.5

1/ Not available. .

2/ Based on annualized shipment data, which tends to understate shipments
because first quarter shipments are traditionally lower due to the seasonal
nature of the industry.

U.S. producers’ employment and wages

The average number of production and related workers producing petroleum
wax candles for the 20 producers that provided employment data decreased from
1,794 in 1983 to 1,663 in 1984, or by 7.3 percent, and decreased again in 1985
to 1,453, or by 12.6 percent (table 13). The number of workers during
January-March 1986 was 1,411, representing a decrease of 3.9 percent from the
1,469 workers in the corresponding period of 1985. The average number of
production and related workers producing beeswax candles decreased during the
period of investigation from 40 employees ‘in 1983 to 38 employees during
January-March 1986. The number of hours worked by production and related
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Table 13.——Employment‘statistics for.U.S. establishmenrs in which candles are
produced:. Average number of employees, hours worked, wages, hourly wages,
and labor productivity, 1983-85, January-March 1985, and January-March 1986

January-March--

- Item 1983 1984 1985 . 1985 1986

Production and related

workers producing: o .
All Products.....vvvuivnennnn . 3,272 .- 3,191 2,875 2,988 2,837

. Percent change............... 1/ -2.5 -9.9 1 -5.1
Petroleum wax candles......... 1,794 1 663, 1,453 1,469 - 1,411
_ Percent change.............. 1/ -7.3 . -12.6 1/ . -3.9
Beeswax candles..........0u00 - 40 37 39 . 38 38

Percent change.............. 1/ -7.5 +5.4 1/
Hours worked by production and . o o
related workers producing:
Petroleum wax candles: ‘ o . .o .
.. 1,000 hours.. 3,358 3,229 ' 2 928 . . 755 719
Beeswax candles......... do.... 85 76 : 80 25 26
Wages paid to production and T :
related workers producing:
Petroleum wax candles:
: L 1,000 dollars.. 19,980 20,961 20,562 - 5,192 5,026
- Beeswax candles......... do.... 446 466 476 141 154
Hourly wages for production
and related workers

producing: - : :
Petroleum wax candles ........ . §5.95 $§6.49 §7.02 §6.88 $§6.99
Beeswax candles..........c..cnn $§5.25 . §6.13 §5.95 §5.64 §5.92

Labor productivity:
Petroleum wax candles .
pounds per hour.. 27.8 29.3 32.0 - 29.1 34.0
Beeswax candles......... do.... 13.0 13.9 13.5 11.7 11.8

1/ Not available.

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

workers producing petroleum wax candles decreased from 3.4 million to 2.9
during 1983-85. The number of hours worked during January-March 1986 was
719,000, representing a decrease of 4, 8 percent from the number worked in .the
corresponding period of 1985. . :

.The number of produetion and related workers producing all products in
establishments in which candles are produced decreased from 3,272 in 1983 to
3,191 in 1984, or by 2.5 percent, and decreased again to 2,875 in 1985, -or by
9.9 percent. The number of workers during January-March 1986 was 2,837, or
5.1 percent less than the-2,988 workers in the corresponding period of 1985.
Personnel reductions were attributable to declining sales, plant closings or
relocations, and increased productivity.
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The production and related workers producing candles at most of the
reporting producers are not represented by a union. Workers at American
Greetings Corp. and Candle Corp.’s Chicago facility are represented by the
Teamsters Union. Workers at Candle Corp.'’s Brooklyn, NY, facility are
represented by the Production, Services, and Sales Workmen’s Union. Workers
.at Cathedral Candle Co. and Meunch-Kreuzer are represented by the United
Steelworkers of America. Workers at Will & Baumer, Inc., are represented by
the International Union of Electrical Workers.

Financial experience of U.S; producers

Eighteen U.S. producers, Aécounting for 77 percent of known candle
production in 1985, supplied usable Iincome-and-loss data for both their overall
establishment and candle operations. These data are discussed separately
below. :

Overall establishment operations.--Net sales declined 8.5 percent from
$168.0 million in 1983 to $153.8 million in 1985 (table 14). Interim 1986
sales were $37.6 million, a decline of 4.5 percent from the $39.4 million in
net sales in the 1985 interim period. Operating income was $18.8 million in
1983, or 11.2 percent of sales; $8.8 million in 1984, or 5.4 percent of sales;
and $9.9 million in 1985, or 6.4 percent of sales. Operating income was $2.0
million, or 5.1 percent of sales, in interim 1985 and $2.1 million, or 5.5
percent of sales, in interim 1986. Two firms reported an operating loss in
1983, three firms in 1984 and 1985, two firms in interim 1985, and four firms
in interim 1986.

Operations producing candles.--The income-and-loss experience of the 18
producers on their operations manufacturing candles is presented in table 15.
The financial data were affected by companies with varying fiscal years. 1In
addition, relocations, factory closings, and capital expenditures affected the
results. Additional segmented income-and-loss data that isolate some of the
previously mentioned factors are presented later in the report. These supple-
mental data may be useful in assessing the performance of the U.S. industry.

Net sales declined 7.3 percent from *¥¥ in 1983 to *%%* in 1985. Interim
1986 sales were *¥*%, a decline of 3.6 percent from the *¥* net sales in the
interim period of 1985. Operating income was *¥¥, or 11.8 percent of sales,
in 1983; %%, or 6.7 percent of sales, in 1984; and *%¥, or 7.7 percent of
sales, in 1985. An operating income of ¥¥*, or 8.3 percent of sales, was
achieved in the interim period of 1985, and in the interim period of 1986,
the operating income was *¥¥, or 6.1 percent of sales. Two firms reported an
operating loss in 1983, three firms in 1984, four firms in 1985, three firms
- in interim 1985, and five firms in interim 1986.
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Table 14.--Income-and-loss experience of 18 U.S. producers on the overall
operations of their establishments within which candles are produced,
accounting years 1983-85 and interim periods ended March 31, 1985, and
March 31, 1986 1/

Interim period
ended March 31--

Item 1983 1984 1985 1985 1986
Net sales...... 1,000 dollars.. 168,010 162,110 . 153,814 39,406 37,625
Cost of goods sold...... do.... 104,047 - 105,529 98,095 27,575 26,089
Gross profit............ do.... 63,963 - 56,581 55,719 11,831 11,536
General, 'selling, and

administrative expenses .

' 1,000 dollars.. 45,159 47,827 45,831 9,810 9,482
Operating income........ do.... 18,804 8,754 9,888 2,021 2,054
All other income or ‘ '

(expense)....1,000 dollars.. (7,440) (7,333) (12,439) (2,200) (635)
Net income or (loss)
before income taxes o
1,000 dollars.. 11,364 1,421 (2,551) (179) 1,419
Depreciation and amortization ‘ , - '
expense...... 1,000 dollars.. 2,592 3,844 4,196 1,164 1,256
Cash flow from operations .
1,000 dollars.. 13,956 5,265 1,645 985 2,675
- Ratio to net sales of--
Cost of goods sold
percent.. 61.9 65.1 63.8 70.0 69.3
' Gross profit..........do.... 38.1 34.9 36. 30.0 30.7
General, selling, and '
administrative expenses .
percent. . 26.9 29.5 29.8 24.9 25.2
‘ Operating income...... do.... 11.2 5.4 6.4 5.1 5.5
".Net income or (loss) before '
* income taxes..... percent. . 6.8 .9 (1.7) (.5) 3.8
Number of firms reporting--
Operating losses............ 2 3 3 2 4
"Net losses........... PR 3 5 4 2 4
Data......oiiviienneinnnenns 18 18 17 10 10

1/ Fiscal years ending in the following months are represented in the data:
January (3 companies), February (2) April (2), June (3), July (1), August (1),

and December (6).

Source:

Compiled from data submitted in response to questionnaires of the U.S.
International Trade Commission.
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Table 15.--Income-and- loss experience of 18 U.S. producers on their operations
producing candles, accounting years 1983-85, and interim periods ended
Mar. 31, 1985, and Mar 31 1986 17 - - : :

Interim period
‘ ended Mar. 31--2/
1984 1985 1985 1986

-
e
[o<]
W

Item

Net sales...:..1,000 dollars..
Cost of goods sold...... do....
Gross profit............ do....
General, selling, and
administrative expenses
1,000 dollars..
Operating income........ do....
All other income or
(expense)....1,000 dollars..
Net income before income
taxes........1,000.dollars..
Depreciation and amortization
-expense...... 1,000 dollars..
Cash flow from operations
1,000 dollars..
Ratio ‘to net’ sales of--
"Cost of goods sold
percent..
Gross profit..........do....
General, selling, and
administrative expenses -

) _percent.: Yok
Operating incomé...... do.... dedede
Net income before income

taxeS...oveennnnn percent.. = ok
2
2
18

ilss
1l
1t
1t
1t

Plr

P oE
SN
PR

Plror ol

é%f
¥
¥
¥
¥

Number of firms reporting-- -
Operating losses............ :
Net losses............ ceeen

Do i
cue § 1
;dwpipii;

o 1 i

| @
[
owm

- 1/ Fiscal years ending in the following months are represented in the data:
January (3 companies), February (2), April (2), June (3), July (1), August
(1), and December (6). Do

2/ * % % did not provide interim data. -

3/ These 5 firms accounted for 15.7 percent of total reported production in
1985. .

4/ These 10 firms accounted for 51.9 percent of total reported production in
1985.

Source: Compiled from.data submitted in response to questionnaires of the U.S.
International Tradée Commission.
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Separate income-and-loss experience of the 18 firms in producing petroleum
wax candles,and beeswax candles dre presénted,in table_16ﬂ Beeswax candle
sales represent a :small portion of total candle sales, but they are a highly
profitable item for the candle industry. Information on the proportion of
beeswax candle sales and petroleum wax candle sales to total candle sales is
" 'presented in the following tabulation (in percent):

Period _ "Beeswax . - Petroleum wax
1983, .ttt erannan e Cel ek e
1984...... e P ek | s
1985 . ... i e e i Yedoke ) Fedek
Interim period ended Mar. 31--
1985, ittt L e dedede
1986....:....... e e Yedede Yedele

Table 16.--Income-and-loss experience of 18 U.S. pfoducers on their -operations
producing beeswax candles and petroleum wax candles, by types, accounting
years 1983-85, and interim periods ended Mar. 31, 1985, and Mar. 31, 1986

‘ Interim period
- R ' ‘ . ended March 31--
Item 1983 1984 1985 . 1985 1986

, Value (1,000 dollars)
~ Net sales:. ' o -
Petroleum wax..... e 160,384 156,504 148,203 . 38,310 36,999
BEeSWAX. . .0t rrennnnnennn. ikl ek Yelok ke Sedede
i Total. . ..o eivvnnnnnnns Fekcde odeke Fdee ekl hedede
Gross profit: N ’ o S
Petroleum wax.............. 61,304 56,238 54,781 12,305 - 11,269
Beeswax........... e T ek ok ik . Yk dedede
Total.........iivivnonnans Fdck drdrde dedke ik Jedede
Operating income: . o
" Petroleum WaxX.............. - 18,593 9,930 10,771 3,009 2,081
Beeswax.......... [ : dedek Yedede ek ke Fiede
dedede ik Fkede Jedede

Percent of net sales

‘Gross profit:

Petroleum waxX........oo0u.. 38.2 35.9 37.0 . “32.1 - 30.5
BeeswaX...... .o veienens P i Jedede dedek dedeks < dedede
Total...voveieeennnenn.s Yol edede Sk frrees o
Operating income: - .
Petroleum wax.............. 11.6 6.3 7.3 7.9 5.6
Beeswax......co00tietensnnn kX dedek dokede Yekke dedede
Total.......covvevvunvans Yedede Yedede Yedede edek Fdek

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Only 3 of the 18 producers reported beeswax sales, and 1 producer * * %
accounted for more than *¥¥ percent of beeswax sales throughout the reporting
period. The cost of producing beeswax products is more than three times the
cost of petroleum wax products. The much higher profit margin is mainly due
to a selling price that is more than seven times that of petroleum wax
© products.

Analysis of cost of goods sold and general, selling, and administrative
expenses.--Eleven firms, accounting for 62 percent of reported production of
petroleum wax candles, provided detailed breakdowns of the components of cost
of goods sold and general, selling, and administrative expenses. The results
are presented in table 17.

Table 17.--Petroleum wax candles: Components of cost of goods sold and
general, selling, and administrative expenses, 1983-85, January-March 1985,
and January-March 1986

(In percent)

January-March--

Item 1983 1984 1985 1985 1986
As a share of net sales:
Wax.....oovnennn e e 19.9 19.8 19.9 22.5 22.6
Other raw materials.............. 15.9 17.3 15.4 16.6 16.1
Direct labor.............c.vuuvnn 9.4 10.2 9.2 8.4 8.6
Other factory expenses........... 14.1 15.9 17.5 20.4 22.3
Total cost of good sold........ 59.3 63.2 62.0 67.9 69.5
General and administrative
expenses........ et 11.8 14.2 13.1 12.5 12.7
Selling expenses........covvevnnn 13.4 13.9 14.6 11.7 12.1
Total general, selling, and
administrative expenses...... 25.2 28.1 27.7 24.3 24.8
Operating income................. 15.6 8.7 10.3 7.9 5.6

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

Despite decreases in the prices of crude oil of 7 percent from 1983 to
1985 and 13 percent during the first quarter of 1986, 1/ the average cost of
petroleum wax for the 11 reporting producers showed a stable pricing trend of
approximately 20 percent of net sales. 2/ Likewise, other raw material costs
as a percent of net sales fluctuated during 1983-85 but leveled off at
approximately 15 percent in 1985. Direct labor costs as a percent of net

1/ Department of Energy, Monthly Energy Reviews, various issues.

2/ In a July 29, 1986, telephone conversation with the Commission’s staff,
Robert Stewart of Sun 0il indicated that petroleum wax has its own market and
does not necessarily follow other raw material costs. Petroleum wax is a
byproduct of lube oil refining, and as the demand for lube oil has changed to
lighter weights, the resulting wax byproduct has a lower melting point. A
shortage of the premium higher melting-point waxes has occurred, but the
impact of petroleum wax imports has helped to hold down the price of wax.
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sales decreased slightly from 9.4 percent in 1983 to 9.2 percent in 1985.
Other factory costs as a percent of net sales increased from 14.1 percent in
1983 to 17.5 percent in 1985 and were 20. 4 percent ‘and 22.3 percent in interim
1985 and 1986, respectively. Thus, other factory costs were the major source
of the increase in the total cost of goods sold; this increase was the result

of increased depreciation expenses for new plant and equipment purchased by
* % %,

General, selling, and administrative expenses increased for the 11 firms,
from 25.2 percent in 1983 to 27.7 percent in 1985. This overall increase
reflects roughly equal increases of 1.3 percentage points for general and
administrative expenses and 1.2 points for selling expenses.

Industry financial analysis.--The staff searched for but was unable to
obtain a reliable measure for comparing income-and-loss data from candle
operations with other appropriate industries. Therefore, this section of the
report will discuss segmented profitability data for the 18 firms responding
to the financial portion of the Commission’s questionnaire.

. As previously mentioned individual company circumstances affected the
aggregate financial results of the candle producers. A summary of some of
these factors follows: : ' '

The segmented income-and-loss data for the producers of petroleum wax
candles presented in table 18 include the following:

Segment A--Excludes operating income/loss from operations
producing beeswax candles.

Segment B--Excludes * % * as a producer/importer that
may be considered a related party.

Segment C--Excludes those firms vhose data do not reflect
normal operating conditions, * % * and * * %,

Segment D--Exciudes firms in segment C, as well as ¥ * %,

Segment E--Excludes firms in segment C, as well as * * %,

Segment F--Examines firms with sales less than $5 million, and
excludes * * %, Although operating results for firms in the rest of
the industry are mixed, firms whose sales are less than $5 million

have the lowest level of profitability.

~ Segment G--Examines those firms that are subsidiaries or
divisions of larger parent companies (see p. A-14).

Segment H——Examines firms that are independently owned and
operated.
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Table 18.--Segmented income-and-loss experience of 19 U.S. producers on their
operations producing petroleum wax candles, accounting years 1983-85, and
interim periods ended Mar. 31, 1985, and Mar. 31, 1986 1/

(In percent)
Ratio of operating income to net sales Share of

Jan.-Mar.-- 1985 pro-

Segment 1983 1984 1985 1985 1986 duction 2/
A: Petroleum wax only....... 11.6 6.3 7.3 7.9 ‘5.6 3/ 98.9
B: % % % , Hedede dedede dedeke Fedede Jedeke Yk
C: * % % dedeke Fodek dedede dedek Yok dokoke
D: % % % dedese dedede Sedede dedeke Fedeke dedoke
E: % % % _ Fedede dedede dedede dekede dedeke dedede
F: Companies w/sales

less than $5 million... . 5.8 4.9 2.2 -4.0 -11.3 15.2
G: Conglomerates ........... 16.3 8.2 9.4 11.5 8.7 40.6
H: Non-conglomerates........ 5.3 4.0 4.6 2.8 1.5 59.4
I: Petitioners.............. 11.6 6.0 7.6 8.4 6.1 34.5
J: Non-petitioners.......... 11.6 6.6 7.0 3.5 1.6 65.5
1/ % % %,

2/ Based on production of etroleum wax candles.
P
3/ Based on production of the total of petroleum wax and beeswax candles.

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

Segment I--Examines the operating condition of five petitioning
firms and includes * * %, : .

Segment J--Examines the operating condition of 12 firms that
are not petitioners in this investigation.

Investment in productive facilities.--Eleven U.S. producers supplied data
concerning their investment in productive facilities employed in the production
of candles. Their investment in such facilities, valued at cost, rose from
$23.6 million as of the end of 1983 to $33.9 million as of the end of 1985.

The book value of such assets was $21.7 million as of yearend 1985. Ten firms
furnished interim data. The original investment cost was $33.0 million for
interim 1986 and the book value was $20.8 million for the same period. These
data are shown in the following tabulation (in thousands of dollars):

Period - Original cost Book value

1983......... e 23,567 11,697
1984......vi v ein 31,206 20,951
1985, ... .0 33,874 21,678
January-March--

1985............. 29,821 19,733

1986....... R 32,987 20,849
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Research and development expenses.--Spending for research and development
by 11 producérs was $629,000 in 1983, $770,000 in 1984, and $795,000 in 1985.
Nine companies reported research and development expenses of $360,000 in
interim 1985 and $408,000 in the corresponding period of 1986

Capital expenditures.--Thirteen U.S. producers supplied information on
their capital expenditures used in the production of candles. Capital
expenditures increased from $5.6 million in 1983 to $7.9 million in 1984 and
$8.0 million in 1985 (table 19). Nine companies reported expenditures of $4.7

million in interim 1985 and $1.3 million in the corresponding period of 1986.
" Two companies (* * % and * * %) accounted for most of the expenditures.

Table 19.-- U.S. producers’ capital expenditures for facilities used in the
production of candles, 1983-85, January-March 1985, and January-March 1986

(_In thousands of dollars)

January-March--

Item ) : 1983 1984 1985 1985 1986

; Land and land improvements...... 200 <265 10 Yrick ‘ 0
Buildings.......ccivuviiiiienn., 1,989 3,242 3,113 ik 182
Machinery and equipment ......... 3,455 4,398 4,835 deick 1,126

Total..... B 5,644 7'905 : 7,958 4,734 1,308

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

Capital and investment.--Several U.S. producers provided questionnaire
comments as to the actual and potential negative effects of imports of candles
from China on their firm'’s growth, investment, and ability to raise capital.
Their verbatim comments follow:

Consideration of Alleged Threat of Material Injury

Among the relevant economic factors that may contribute to the threat of
material injury to the domestic industry.are (1) any increase in production
capacity or existing unused or underutilized capacity in China likely to
result in a significant increase in ‘exports of candles to the United States,
(2) any substantial increase in inventories of Chinese candles in the United
States, (3) any rapid increase in U.S. market penetration and the likelihood
that the penetration will increase to an injurious level, and (4) the
probability that imports of LTFV candles will enter the United States at
prices that will have a depressing or suppressing effect on U.S. prices of
candles. The available information on China’s .production and exports of
candles and U.S. importers’ inventories of such merchandise is presented
below. The issues of import penetration and price suppression/depression are
discussed in subsequent sectionms. ' :



Ability of China to generate exports

Information in this section of the report was received by the Commission
principally from O'’Melveny & Myers, counsel for the China National Native
Produce and Animal By-Products Import and Export Corp., respondents in the
investigation. 1/ It should be noted that petitioners have taken exception to
many of the points made by respondents, and an effort has been made to note
these exceptions in the report. 2/ The United States embassy in Beijing was
unable to provide any data on Chinese production and exports.

Approximately **% percent of U.S. imports of candles from China are
exported by the China Native Products Corp. The corporation is an import/
export entity, with candles accounting for 0.05 percent of its business. When
the Corporation receives an order for candles, it contacts one of its branch
offices, located in Beijing, Tianjin, Shijiazhuang, Dalian, Shanghai, Fuzhou,
Hangzhou, Qingdao, Guangzhou, and Nanning. The branch office then makes
arrangements with local factory managers to fill the order. The Corporation
buys candles from factorles that are primarily devoted to export production.
Candle sales to foreigners take place primarily at the annual Canton Fair.
However, industry sources indicate that at least two U.S. producers of candles
have established direct ties for importing certain Chinese candles.

Chinese candles produced for the domestic market are reported to be
different in size and quality than those produced for the export market. The
Chinese Government apparently has no centralized data system that would
provide aggregate data on the nature of the Chinese candle industry.

Most of the candles exported from China to the United States are
allegedly shipped through Hong Kong. 3/ U.S. importers claim that
transshipping occurs via Hong Kong because it is cheaper to ship by rail to
Hong Kong, transload on board a freighter, and ship to the west coast of the
United States, than it is to ship directly from Shanghai or Canton. Also,
U.S. importers of candles use Hong Kong agents with established contacts in
China, thereby avoiding language, cultural, and governmental problems
associated with importing from China.

Chinese production capacity and capacity utilization.--Counsel for
respondents is unaware of any statistics compiled by the Chinese Government,
or any other party, regarding total candle production in China. Capacity for
the export factories from which China Native Products Corp. sources candles
was approximately *¥* pounds in 1984. China Native Products Corp.’s export
volume was **¥ pounds, which represents ¥*¥%¥* of China’s export volume of
candles. The 1984 capacity utilization rate for Chinese export factories was

1/ Includes the written submission of June 16, 1986, and testimony and briefs.
2/ For example, a list of the China Native Products export factories was
submitted by respondents to the Commerce Department for Commerce's
verification work in the field; the list, obtained by Commission staff from
Commerce, consists of 11 factories (memorandum to Michael Ready, Nov. ‘19,
1985), while petitioners have listed 44 known export factories that produce
for the China Native Products Corp. (petitioners’ posthearing brief, app. V,
sec. B).

3/ Counsel for respondents has reported that the China Native Products Corp.
does not know the final destination of its exports to Hong Kong.
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estimated to be about ¥*¥%¥%; the rate decreased to **% in.1985. However, these
capacity utilization rates are based on operation of China export factories
for one shift of 8 hours per day, 6 days a week. 1/ Respondents report that a
shortage of electrical generating capacity limits both the number of new
factories that can be built and the hours that existing factories can

operate. 2/ :

. Counsel for respondents reports that, in late 1985, two Chinese candle
factories with a total annual production of *** pounds ceased production. 3/
Counsel is not aware of any new export candle factories that opened in 1985.
However, petitioners have presented photographs of the construction of a
three-story addition to the Tail Ping Export Candle Factory in China. 4/

. Some information is available on the Chinese petroleum industry and it
may serve as an indicator of Chinese candle manufacturing capacity. According
to a U.S. iIndustry newsletter, 5/ the Chinese produced approximately 1.75
billion pounds of wax in 1984 dnd it has internal uses for only about 25
percent of that total. Chinese production was slightly higher than U.S.
production of 1.5 billion pounds of wax in that same year. Much of the
Chinese wax is said to be of poor quality and unsuitablé for export, but less
than 1 percent of total wax production would be needed to equal current levels
of U.S. wax consumption for candle making. Chinese petroleum is reported to
have a 22 percent wax content, -compared with U.S. domestic crude oil that
ranges from 3 to 12 percent .in wax content.

Chinese candle exports.--The China Native Products Corp. provided Chinese
customs statistics for 1983-85 on candle exports from China, and a comparison
with U.S. official import statistics is presented below (in thousands of
pounds): .

1983 ) 1984 : 1985

U.S. imports from China.......... 16,539 26,705 28,949
Chinese exports to-- - .
United States........c..cv0viunn 8,549 9,074 1,544
Hong Kong.......... e ... 24,985 - 35,893 34,985
Third countries................ 27,126 . 19,902 19,622

Total eXportsS.....vvivivvvnses 60,660 64,869 56,151

Counsel for:the respondents has indicated that the decline in exports to the
United States from 1984 to 1985 is attributable to declining orders due to the
following: price increases, Wal-Mart’s "Buy America" program that phased out
overseas purchases, and the rumor that the tallow in Chinese candles was
carcinogenic. In addition, the China Native Product Corp. does not know the
final destination of candles exported to .Hong Kong.

1/ Respondents’ prehearing brief, p. 37.

2/ Ibid., p. 9. :

3/ Commission staff has learned that these two factories reopened in June or
July of 1986.

4/ Petitioners’ posthearing brief, app. IV, sec. B, exhibit 6.

5/ Wax Data, Flight Data Corp., Jaffrey, NH, Aug. 29, 1985.
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Export diversion.--Counsel-for the petitioner provided the Commission
with a copy of an Australian’dumping order relating to'l0-inch and 12-inch
dinner tapers from China; the order took effect in March 1985. Australia’s
Department of Industry, Technology, and Commerce concluded that dining candles
had been imported from China at less than the. assessed normal values, that
material injury had been caused, and that there is a threat of material injury
from future imports at dumping prices. The Commission’s staff is aware of no
other dumping case pending against China with respect to petroleum wax
candles.

Importers’ inventories

The available data on U.S. importers’ inventories of candles from China,
as reported by 13 importers in response to the Commission’s: question-
naires, are presented in the following tabulation:

Date A Inventories
: (1,000 pounds)

1983---cmmecmmmeeeas 1,219

1984--c-cmcmvccia e 2,661

1985---cc-mcm e 3,466
As of Mar. 31--

1985--nccemme e mmeeoae 3,172

1986-------- mmmmmeeimenn 3,234

U.S importers’ reported inventories of Chinese candles increased from
1.2 million pounds on December 31, 1983, to 2.7 million pounds on December 31,
1984, or by 118 percent, and increased further to 3.5 million pounds on
December 31, 1985, or by 30 percent. Inventories on March 31, 1986, amounted
to 3.2 million pounds, representing an increase of 2 percent compared with the
level of inventories on March 31, 1985.

Coﬁsideratioh of the Causal Relationship Between LTFV Imports
and the Alleged Material Injury or Threat Thereof

U.S. imports

Data on U.S. imports of candles from China are presented in table 20.
For reference purposes, -the table also shows imports of candles from Hong
Kong, since an undetermined portion of such candles may in actuality have ‘been
produced in'China. 1/ None of the 27 importers responding to the Commission’s
questionnaires reported imports of beeswax candles, and the Commission’s staff
is aware of no evidence that China exports such candles.

1/ The allegation by the petitioner that sﬁbstantial amounts -of candles from
China are entering the United States improperly marked with Hong Kong as the
country of origin is discussed in a later section of this_report.

b



Table 20.--Candles: U.S. imports, by principal sources, 1983-85,
‘ . ‘January-March 1985, and January-March 1986

s
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. January-March--

“1984 1985 . 1985

Source 1983 1986
Quantity (1,000 pounds)
China.........oivvvinensds 16,539 26,705 28,949 ~ 3,552 1,814
Hong Kong......... [P 18,125 20,766 19,174 3,807 1,655
South Korea...........0.. 2,100 2,075 2,438 602 457
Israel...........coinunnn 1,627 2,892 2,565 425 465
Malaysia.................. 1,518 1,243 602 8 64
Brazil............ e 1/ 55 948 .. 226 296
All other............ S - 5,750 7,426 8,000. 1,660 - -1,281
Total........covvvnnnn 45,660 61,161 62,677 10,281 6,032
Value (1,000 dollars)
China...............o00e 7,207 12,885 14,692 1,811 1,122
Hong Kong........oovvenunn 12,444 14,946 17,161 4,358 1,690
South Korea.........coc00.. 2,179 2,393 2,928 647 511
Israel.......coivinennenenn 1,000 1,540 1,634 221 286
Malaysia............oo0nen 1,279 960 376 8 51
Brazil.............ovvunns 2 19 376 - . 81 86
All other..........co0vuun 6,382 7,969 9,645 1,839 1,728
Total.......ioivennnnn 30,493 40,711 46,812 8,964 5,474
Unit value (per pound)
China..........iiveeennn.n $0.44 . §0.48 $0.51 .§0.51 - $§0.62
Hong Kong................. 69 . .72 .90 . 1.14 1.02
South Korea:............ e 1.04 1.15 1.20 1.07 1.11
Israel.....\...... ........ .61 .53 .64 . .52 .61
Malaysia.......... S .84 77 .62 .99 .79
Brazil.................... - .35 .40 .36 .29
All other..........ovvvunn 1.11 1.07 1.21 1.11 1.35
Average............... 67 .67 . .75 .87 - .91
Percent of total quantity
China..............cccuvs. 36.2 43.7 46.2 34.5 30.1
Hong Kong..........oovvvu 39.7 34.0 30.6 37.0 27.4
South Korea....... Celiee 4.6 3.4 3.9 5.9 7.8
Israel.......couunnn DU 3.6 4.7 4.1 4.1 7.7
Malaysia.................. 3.3 2.0 1.0 2/ 1.1
Brazil.............. e 2/ Sy . 1.5 2.2 4.9
All other............ e 12.6 12.2 L 12.7 16.3 ‘21.0
Total........coovuuenn 100.0 100.0 '100.0 100.0 100.0

1/ Less than 500 pounds.
2/ Less than 0.05 percent.

Source: Compiled from official statistics of the U.S. bepartment of Commerce.

Note.--Because of rounding, figures may not add to the totals shown.
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U.S. imports of candles from China increased from 16.5 million pounds of
wax, valued at $7.2 million, in 1983 to 26.7 million pounds, valued at $12.9
million, in 1984, or by 61.5 percent in quantity and 78.8 percent in value.
Imports from China increased to 29.0 million pounds valued at $14.7 million in
1985, or by 8.4 percent in quantity and 14.0 percent in value. Imports of
candles from China during January-March 1986 amounted to 1.8 million pounds
valued at $1.1 million, a decrease of 48.9 percent in pounds and 38 percent in
value compared with the amount and value of imports in the corresponding
period of 1985. The sharp decline in imports from China that occurred during
January-March 1986 may have been affected by the withholding of appraisement
that took effect on February 19, 1986, and the potential liability for
substantial dumping duties on subsequent imports.

The unit value (per pound) of U.S. imports of candles from China was
$0.44 in 1983, $0.48 in 1984, and $0.51 in 1985. The unit value was $0.62
during January-March 1986, representing an increase of 21.6 percent compared
with the unit value of $0.51 during the corresponding period of 1985. - The
increase in unit value may reflect a shift in product mix toward higher priced
candles, such as novelty items, and not an increase in prices.

Table 21 presents import activity, on a company-by-company basis, for
all U.S. producers that imported candles from China during the period of
investigation. Most of the imports were by one firm, * % %, Imports by U.S.
producers increased from **¥* pounds in 1983 to *¥%* pounds in 1984, or by 75.5
percent. Imports from China in 1985 decreased to *¥%* pounds, or by 27.4
percent. Imports during January-March 1986 amounted to ¥¥%% pounds, represent-
ing a decrease of 12.2 percent compared with the level of imports in the
corresponding period of 1985. As a share of total imports of candles from
China, known imports by U.S. producers accounted for *¥* percent in 1983, ¥k
percent in 1984, ¥*¥** percent in 1985, *#* percent in January-March 1985, and
¥k percent in the corresponding period of 1986.

An analysis of Chinese candles, by types, that have been imported by U.S.
producers 1s presented in table 22. During 1983-85, * % * accounted for * * *
of U.S. producers’ shipments of imports. 1/ ¥ * * imports of tapers comprised
*%% percent of shipments of imports in 1983, and then declined to *¥% percent
in 1985. 2/ Shipments of "other" types, namely household and chime light
candles, increased from #*¥¥ percent of import shipments in 1983 to *¥%* percent
in 1985. Other U.S. producers’ imports consisted of columns, tapers, and
novelty candles from China, representing *¥%¥% percent of producers’ import
shipments in 1983, #¥* percent in 1984, and ¥¥* percent in 1985. In 1984 and
1985, three U.S. producers purchased Chinese columns and tapers on an
experimental basis, which accounted for approximately *¥** percent of other
producers’ imports in that year. These producers have indicated that they
will only import novelty candles in the future.

1/ The impact on key indicators of excluding * * * as a related party is
presented in app. E.
2/ In a July 23, 1986 telephone conversation with Commission staff, * ¥ *,
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Table 21.--Candles: U.S. impofts from China by U.S. producers,
1983-85, January-March 1985, and January-March 1986

* * * ' Y %* * %*

Table 22.--Candles: Imports from China by U.S. producers,
by types, 1983-85 ‘

As outlined in table 23, imports of candles from China entered the United
States through.all geographic areas during the period of the investigation.
However, imports principally enter through east and west Coast ports, with
both coasts together comprising approximately 73 percent of all candle
shipments in 1983 and 83 percent of all shipments in 1985. Port-of-entry
statistics also show a shift of imports from the northeast to the west, with
the northeast ports comprising 21 percent of total shipments during

January-March 1986, while 62 percent of shipments came through western ports
during the same period.

Market penetration of imports

The share of apparent U.S. consumption accounted for by imports of candles
from China (excluding novelty candles) increased from 11.7 percent in 1983 to
16.8 percent in 1984 and to 18.0 percent in 1985 (table 24). Imports from
China accounted for 6.5 percent of apparent U.S. consumption in January-March
1986, down from the 11.1 percent share during January-March 1985.

- .. The following tabulation shows the impact on market share if beeswax
candles are included and if * * * is excluded as a related party (in percent):

January-March--

Item ’ 1983 1984 1985 1985 1986

All imports from China..... 11.7 16.8 18.0 11.1 6.5
Ratio with adjustments:

Including beeswax.......... 11.6 16.7 17.8 11.0 6.4

Excluding * % *,,,......... dedede doieke Yok
Both adjustments......... dedede dedeke Fedede

it



A-39

Table 23.--Candles: U.S. imports from China, by regions'and major ports
of entry, 1983-85, January-March 1985, and January-March 1986

January-March--

Port 1983 1984 1985 1985 1986
Northeast:
Baltimore....... 1,000 pounds.. 1,041 1,055 © 1,990 211 59
BOSEOM. o' vvvveennrnnnsn do.... 615 1,157 360 119 1
New York.........co0un., do.... 2,165 2,470 2,605 21 83
Philadelphia............ do.... 1,556 ‘5,310 3,106 755 198
- All other........... ...do.... 167 461 886 0 40
Subtotal.............. do... 5,544 10,453 8,947 1,106 381
Share. of total......percent.. 33.5 39.1 30.9 31.1 21.0
South: : Co - ’ )
Houston......... 1,000 pounds 474 186 255 38 0
Miami..... et do.... 44 375 157 27 0
New Orleans............. do.... 151 422 270 67 48
Savanah............ccc... do.... 242 927 ‘716 112 10
All other............... do.... 1,128 ~1,051 © 775 96 ' 6
Subtotal......... e do.... 2,039 2,961 2,173 340 64
Share of total...... percent. . 12.3 11.1 7.5 9.5 3.5
Great Lakes:
Chicago......... 1,000 pounds.. 1,363 1,325 1,017 30 213
Detroit............... ..do.... 787 937 1,019 127 0
New Orleans............. do.... - 83 233 412 17 21
All other...............do.... 148 190 259 0o 16
Subtotal.............. do.... 2,381 2,685 2,707 174 250
Share of total...... percent. . 14.4 1 10.1 9.4 4.9 13.8
West: - '
Los Angeles..... 1,000 pounds.. 4,910 ‘8,122 12,392 1,638 988
Portland............. v..do.... 201 747 7903 60 37 -
San Francisco........... do.... 757 738 844 95 .0
Seattle.............. ...do. ... 448 801 822 72 88
All other.............. .do.... 257 198 163 66 2
Subtotal.............. do.... 6,573 10,606 15,124 1,931 1,116
Share of total...... percent.. 39.7 - 39.7 52.2 54.4 61.5
Total U.S. imports’ .
1,000 pounds.. 16,539 26,705 28,949 3,552 1,814

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



Table 24.--Petroleum wax .candles:
U.S. consumption, 1983-85, January-March 1985,
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U.S. imports from China and‘apperent‘
and January-March 1986

January-Merch-—

Iten 1983 1984 1985 1985 1986
Imports from China l/ .
1,000 pounds.. 15,894 25,770 27,328 3,353 1,712
Total U.S. imports 2/ : , o
: 1,000 pounds.. 45,015 - 60,226 61,056 '10,082p - 5,930
Apparent U.S. consumption 3/ < S
1,000 pounds.. 135,944 '~ 153,405 151,989 30,149 26,297
Ratio of imports from -
China to apparent.U.S. N , '
consumption......percent.. 11.7 16.8 18.0 11.1 6.5
Ratio of total imports ' -
to apparent U.s. : . « .
consumption....q.percent . 331 39.3 40.2 33.4 22.6

1/ Adjusted for the exclusion of novelty items,

at rates of 3.9 percent in

1983, 3.5 percent in 1984, and 5.6 percent in 1985 and during January-March
1986, as determined from questionnaire responses (see table 1, p. A-5).

2/ Includes the adjustment in imports from China to exclude novelty items.
3/ Based on domestic shipments of petroleum wax only; no imports of beeswax‘
candles from China were reported by U.S. importers.

Source:

Compiled from data submitted in response to questionnaires of the u.s.

International Trade Commission and from official statistics of the U.S.

. Department of’ Commerce

"

Hong Kong transshipments.--The petitioner has alleged that substantial
. quantities of candles from China are entering the United States improperly.
marked with "Hong Kong" as the country of origin. 1/ On February 14, 1986,
counsel for the petitioner filed a complaint with the U.S. Customs Service
alleging Customs violations and requested that Customs investigate and take
appropriate enforcement action with respect to candles manufactured in China

that may be inappropriately marked as Hong Kong.

Counsel for the petitioner

requested that Customs conduct its investigation as expeditiously as possible
so that the Commission would be ‘able to include all Chinese candles in its

investigation

1/ In * % %, telephone conversation during the preliminary investigation,
* % % stated that he presumes that candles imported from Hong Kong are

produced in China.
factories.
become Hong Kong agents

He said that * * * because "there are no Hong Kong candle
Those factories which were producing in Hong Kong .
. of factories across the frontier."

. have
* % Y, On

the other hand, the questionnaire response of * * %, which imports candles
from China and Hong Kong, names three companies in Hong Kong believed by * * *

to manufacture candles.
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As a result of the petitioner’s request, Customs, through its Commercial
Fraud Detection Section, has initiated the following actions:

1. A commercial fraud marking alert has been submitted to the Cusfoms
Information Exchange for distribution to its field offices.

2. A copy of the petitioner’s submission has been transmitted to the
office of the National Import Specialist for review and to provide Customs
Headquarters with any information for use in initiation of any additional
enforcement action that may be necessary.

3. The Customs Fraud Investigations Center has also been requested to
review past records, provide any relevant information, and be apprised of the
allegations.

4. The Fraud Investigation Division has requested an immediate review of
the candle trade within Hong Kong, by the Customs’ Hong Kong office.

5. On February 1, 1986, the Customs Service launched an intensified
country of origin marking campaign on certain imported articles. Candles were
among the articles targeted in the second phase of the program, which began in
mid-April. '

To date, Customs has Informed the Commission’s staff that a report has
been received from the National Import Specialist (item No. 2). No evidence
at the Import Specialist level had been found to substantiate the charges of
alleged customs violations.

Prices

Prices for petroleum wax candles are determined in a market in which
there are a few major U.S. manufacturers and many smaller manufacturers. 1/
Candles are sold principally in two types of outlets: department stores and
specialty (gift) shops, and mass merchandisers. Merchandisers rarely have to
approach the U.S. manufacturers to arrange candle purchases, as domestic
manufacturers generally compete for business in these outlets by making
presentations to merchandisers of their candle lines for the upcoming season.
Candles from China are purchased by merchandisers in a variety of ways. Some
merchandisers send representatives to China to negotiate with export trading
companies, and then import their candles directly, whereas others purchase
imports through U.S. manufacturers that also import or purchase through import
companies.

There are many varieties of candles sold in the U.S. market, including
tapers, straight-sided dinner candles, spirals, columns, votives, and
wax-filled containers. Some of these varieties come in.different sizes and
fragrances, and all come in a range of colors. Domestic manufacturers

1/ Discussion of prices in this section of the report will only involve
petroleum wax candles. No usable data were provided by U.S. manufacturers on
prices of beeswax candles, as the bulk of these candles are sold to the
religious market and do not fit specific product definitions for which pricing
information was requested. However, comparisons between petroleum wax and
beeswak candles have been discussed in previous sections of the report.
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generally produce a full range of candle varieties, sizes, .fragrances, and
colors, whereas manufacturers in China produce fewer varieties, sizes, and
colors. Chinese production seems to center on producing candles for the
Christmas season, at which time consumers pufchase mostly red, white, and
green candles. In fact, most of the merchandisers contacted indicated that
they only purchase Chinese candles in red, white, and green for the Christmas
season.

Twenty-two importers responded to questions regarding factors involved in
the decision to import Chinese candles. In general, importers believe that
the Chinese candles, and in some cases candles from Hong Kong, have had the
effect of lowering the market price of candles in the United States, thereby
creating a low-end market for consumers of candles. Almost all importers
agreed that the price for Chinese candles is generally less than the price for
U.S. candles, and that this price difference allows them to offer seasonal
‘promotions, such as those during the Christmas season. 1/

In addition to the price factors discussed above, importers commented
that the quality of U.S. candles 1is superior to that of Chinese candles,
especially in terms of color consistency and color fastness. Also, importers
stated that U.S. manufacturers offer a much wider selection of colors and )
designs than do Chinese manufacturers, thus causing several retailer/importers
to purchase U.S. candles for day-to-day candle offerings, limiting purchases
of Chinese candles to holiday promotional purposes.

Many department and specialty stores carry a wide range of candle colors
and sizes year round, and some mass merchandisers only carry candles during
the Christmas season. The quantities of the different varieties of U.S.-
produced candles sold to merchandisers vary with the type of outlet. For
instance, many more votive candles are sold to mass merchandisers than to
department and specialty stores, whereas the opposite is true for sales of
column candles. No domestic producers reported sales of wax-filled containers
to department and specialty stores. Tapers are sold in similar quantities to
both types of outlets. Department and specialty stores purchased many more
Chinese tapers and columns than did mass merchandisers. This evidence
suggests that markets are separated into a seasonal (Christmas) market and a
non seasonal market, as well as into a department and specialty store market
and a mass merchandiser market, depending on the type of candle desired.

The questionnaire survey of importers and producers showed that candle
prices are quoted in a wide variety of ways, but most importers seemed to
quote prices f.o.b. warehouse and most producers quoted prices f.o.b.
factory. Results were also mixed with regard to the question of producers’
and importers’ absorption of freight charges from the shipping point to
customers’ locations; the estimates provided ranged from zero to 100 percent
of costs absorbed. Estimates of average domestic transportation costs ranged
from 5 to 15 percent of the delivered price of candles.

1/ Several respondents are retailers, importing Chinese candles for resale
within their own retail outlets. '



A-43

Trends in prices ' '~

The prices reported below reflect: a weighted-average for largest sales
per quarter ‘of four varieties of candles: 12-inch dinner tapers, 3x6-inch
columns, 15-hour votives, and containers holding 3-1/2 ounces of
petroleumwax. - Prices were requested for all quarters during the period
January-March :1983 “through - January -March 1986 “For all four types of candles
discussed below, the’‘price of the U:S. candle sold to department and specialty
stores was, in most instances, substantially higher than its price when sold -
to mass merchandisers ‘ o A v

Domestic price trends. --U.s. producer pricerdata indicate* that quarterly -

weighted-average prices of tapers and votives sold to department and- specialty
stores (table 25) increased during the period of the investigation, and the
price of columns sold in these same outlets showed a slight overall decrease:
Sales to mass merchandisers (table 26) indicated different movements, in that
prices for tapers and columns moved in a downward direction, and prices for
votives fluctuated slightly, but showed no overall change. Prices for . .
wax-filled containers were only reported on sales to mass merchandisers, and
these prices increased dramatically during the final five quarters of the
investigation pEriod. ) ) . e :

i
[y

Prices for 12-inch petroleum wax tapers sold to department and specialty

-

_stores showed & 3-year increase of 6 percent, increasing from an initial price

of ¥%¥%¥% per candle during January-March 1983 to peak at ¥¥%* per candle during.
January-March 1986. Prices showed relative stability during the period of the
investigation, remaining level at a per candle price of *¥¥ from January-March
1984 through April-June 1985. Prices to mass merchandisers followed opposite

trends from prices to department and specialty stores, with prices to.the mass -

- merchandiser category ‘decreasing by 19 peréent during the period of .the.
investigation. Prices were initially ¥¥* per candle during January-June 1983,
and decreased to a low price of *¥%¥* per candle during July-September of both
1984 and 1985.

The weighted-average price of U.S.-produced petroleum wax columns sold to
department and speclalty stores decreased by 0.03 percent, moving from the
1983 price of *** per candle to ¥%¥%* per candle during the remainder of the
investigation period, with the exception of a one-quarter decrease, during
October-December 1984, to *¥** per candle. Prices for columns sold to mass
merchandisers decreased by a larger overall percentage than did those sold to
department and speclalty stores, falling by 9 percent during the period of the
investigation. Prices fluctuated downward throughout each year, recovered
during the first quarter of the following year, and then decreased again
--during the remainder of the year. Prices were at *%* during January-March
1983 and fell to a 3-year low price of *¥¢ during October-December 1985.

Data for weighted-average prices of 15-hour votives sold to-department
and specialty stores indicate an overall increase for the period of 8
percent. Per candle prices were initially ¥*¥¥ during January-March 1983,
before falling to a low of ¥%* during July-December 1984 and April-June 1985.
Prices then recovered, reaching a 3-year high of *** during January-March
1986. Prices for 15-hour votives sold to mass merchandisers fluctuated with
no apparent pattern throughout the period under investigation, with no overall
change occurring during this time period.
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Table 25.—Selected petroleum wax candles: UWeighted-average prices received by U.S. producers and by importers
of candles from China for sales to department and specialty stores, by quarters, January 1983-March 1986

12-inch tapers ' 3x6-inch columns - 15-hour votives -
T Margin , ) Margin : Margin
o u.s. Chinese - of under- U.S. Chinese of under— - U.S. Chinese  of under—
Period pricé price . selling ~ price price sellmq . price : oprice selling
Per candle—  Percent ——Per candle—  Percent Per candle—-- Percent
1983:
January-March, .. xR haiad ] 80.5 aex balai] 76.9 halaia] e 77.9
April-June........ faiaid bl 80.7 balid i 76.9 XN R 3] - 77.3
July-September. ... %X baiaiel 84.2 faiala haiale 81.2 falalal X - 77.3
- October-December., ¥ e 80.5" xR L] 76.9 . " 3 3% - 78.3
1984: i
January-March..... badadel e 78.8 R bl 70.7 R XX 70.8
April-June..... % i) 79.0 R ex 70.7 % ikl '69.5
July—-September. . e R 82.8 il bdai 79.9 % badai] 80.2
October-December.. X&x % 78.8 taiale] b 72.1 xx K 84.5
1985: ‘ ' .
January-March. .... bl xR 78.9 o] e 69.1 badalal e 88.1
fpril-June....... L e e 79.0 o] baai] 69.2 o badai] 86.5
July-September. ... ¥*xx R 82.6 3 il 77.9 bl balaial 83.3
- October-December,, ¥¥* 6% 82.0 badaid Hex . 76.7 XX *xx 76.4
1986: . ' . '
January-March. .... e wexx - 79.7 i e - 73.8 77.0

|
-

Source: Compiled fr;om data submitted in response to questionnaires of the U.S. International Trade Conmission.

Note: Percentage margms are calculated from unrounded fxgures, thus mar‘gms cannot always be calculated directly
from rounded prices in Table. :



Table 26.~~Selected petroleum wax candles: Weighted-average prices received by U.S. producers and by importers
of candles from China for sales to mass merchandisers, by quarters, January 1983-March 1986

12-inch tapers 3x6-inch columns 15-hour votives Wax~fill containers
Margin Margin Margin Margin
U.s. Chinese of under— U.S. thinese of under~ U.S. Chinese of under- U.S. thinese of under-
Period price  price  selling price price selling price price selling price price  selling
—Per candle-— Percent ~-Per candle-—- Percent —Per candle-—— Percent = -—Per candle--~ Percent
1983:
January-March,., % delck 71.8 baiaiud ok 63.8 dkck ek 5.7 ek ek -
April=June....., ¥k ke 1.5 Jekks deick 60.7 ik Aekck 48.9 Fkek ok -
July-September., ik ok . 67.9 dokk ke 57.6 ik ek 53.8 Hkck ik 51.3
October-Decenber vk ik 63.7 wekek ek 57.8 ek ek - 53,0 dekke ek 49.6
1984 ; ’ ’
January-March,., *&% dekk 70.2 dokk Ak .61.6 ek Feick 58.0 wekk hick 49.6
April-hme.,.... *kk ek 68.6 Jelck edck 59.4 deiek Hokk 45.4 ek el -
July-September,, % dokk 53.9 ek Hkk 54.6 delck Fekk 474 ik ke 37.4
October-December *k dedk 56.7 badaid ok 55.9 ik wokk 48.0 el ick -
1985:
January-March,,, ¥k Fokk 62.0 ek dekk 57.1 *kk ek 38.8 dick ik 72.0
April=June,.,..., ik ek 63.1 deick ek 55.7 bt Ak 3.6 ok okk -
July-September,, ¥** bk 52.5 dekck ik 55.0 ik Foick 26.0 Fokk ik 70.7
October-December  *4k dokk 43.6 Fekek ook 52.0 Fbek bk 34 wekck dokek -
1986:
gggmnry-PBrch... dekek bk 40,7 ek Foick - - ik A - - Felck ik -

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

Note: Percentage margins are calculated from unrounded figures, thus margins carmot always be calculated directly
from rounded prices in Table, ’

SV
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U.S. producers reported prices for petroleum wax-filled containers sold
to mass merchandisers. Prices moved irregularly throughout the period of the
investigation, falling from an initial price of ¥*¥* during January-June 1983
to a low price of ¥¥* during July- September 1984, a decrease of 21 percent.
Prices then recovered dramatically, rising to *¥* per candle during January-
March 1986, representing an increase of 148 percent from July-September 1984
and an overall increase of 97 percent.

Import price trends.--In a pattern opposite to that of U.S.-produced
candles, prices for Chinese candles sold to department and specialty stores
were not consistently higher than prices for Chinese candles sold to mass
merchandisers. -In fact, for votives, prices were usually higher for sales to
mass merchandisers than for sales to department and specialty stores.

Prices for Chinese tapers sold to department and specialty stores dropped
during July-Septembér of each year under investigation, decreasing from *¥* to
k% per unit in 1983 and from *¥* to *** per unit in 1984 and 1985. Prices
during October-December recovered to the January-June prices in 1983 and 1984
and recovered slightly less in 1985, to ¥#* per unit. Tapers sold to mass
merchandisers fluctuated with no apparent trend during the period of the
investigation, peaking at #¥* per unit during January-March 1986, representing .
an increase of *¥%* percent compared with the initial price .of »**, :

Prices for Chinese columns sold to department and speclalty stores
declined sharply during July-September of each year, with per candle decreases
of %%k in 1983, ¥¥%% in 1984, and %%* in 1985. Prices recovered during
October-December of both 1983 and 1984. " Column prices in 1985 increased less
than In the previous years, falling from the initial price of *** per candle
to %%% during July-September, then reaching ¥¥*¥ during January-March 1986.
Columns sold to mass’ merchandisers increased during July-September of 1983 and
1984, although price movements were not as great as those in the department
and specialty store market. Prices increased during the period of the
investigation, with the initial price of #*¥* per unit in January-March 1983
increasing to % during July-September 1984 and then moving between #*¥%* and
%%% per unit through the rest of 1984 and most of 1985.

Prices for 15-hour votives produced in China moved with no apparent
pattern during the period of the investigation. Prices in 1983 were level at
*k% per unit. Prices increased to *** per unit during January-June 1984 and
then fell, moving between *¥% and *** per unit from October-December 1984
through July-September 1985. Prices rose to ¥¥¥ per unit by January-March
1986. Prices for Chinese votives sold to mass merchandisers were at an
initial price equal to those sold .to department and specialty stores. Prices
fluctuated throughout the period of the investigation, increasing from #¥%* per
candle during January-March 1983 to a high of *¥%¥ per candle during April-June
of 1985. D

One importer reported prices for wax-filled containers imported from
China, reporting a price of ¥¥* per unit during July- -December 1983, January-
March 1985, and July-September 1985, and a per unit price of %¥% during
January -March 1984 and. July-September 1984.
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Price comparisons.--Candles imported from China were consistently priced
lower than the comparable U.S. product, and the margins of underselling were,
in most cases, substantial. In general, margins of underselling were greater
in sales to department and specialty stores, which suggests that the U.S.
product may be more competitively priced in mass merchandiser outlets.

Margins by which Chinese dinner tapers undersold U.S. tapers ranged from 79
percent to -84 percent for sales to department and specialty stores and from 41
percent to 72 percent for sales -to mass merchandisers.:

Margins of underselling for Chinese columns sold to department and
speclalty stores were. somewhat closer in range to those sold to mass
merchandisers. Margins on sales to department and specialty stores ranged
- from 69 percent to 81 percent, and margins for sales to mass merchandisers
ranged from 52 percent to 64 percent.

Margins by which Chinese votives undersold U.S. votives were often as
much as, 1f not more than, double for department and specialty stores than for
mass merchandisers. Chinese votives were priced from 70 percent to 88 percent
lower than the U.S. product in department and specialty store sales, while in
sales to mass merchandisers, the margins ranged from 26 percent to 58 percent.

Cﬁinese wax-filled containers priced at *** per unit undersold the U.S.
product by margins of 37 and 50 percent, and margins for Chinese containers
that sold for ek undersold the U.S. product by margins ranging from 50 to 72
percent. : .

Purchaser responses.--Twelve purchasers 1/ responded to questionnaires
requesting information regarding purchasing, pricing, and marketing of
petroleum wax candles. Purchasers’ responses were in line with the responses
of importers in that price was, overwhelmingly, the most important factor in
their purchase decisions. 2/

Only 1 of the 12 purchasers indicated purchases of solely U.S.-produced
candles, due to the quality of the product and reliability of the manufacturer.
One importer reported purchasing only Chinese-produced candles, stating that
the quality of Chinese candles is comparable to that of U.S. candles, but at a
lower price. The remaining purchasers indicated purchases of U.S. as well as
Chinese candles, with most -"dual-sourcing" occurring due to purchases of
Chinese candles for holiday promotions. Several purchasers also reported
buying Chinese-produced specialty and’ novelty candles, that are not produced
by U.S. manufacturers. '

Four purchasers believed that there is little, if any, quality difference
between the U.S. candles and the Chinese candles. Three purchasers stated
that U.S. produced candles are of superior quality to Chinese candles, and one
purchaser felt that the Chinese candles offer a higher quality than the U.S.
candles.

1/ Purchasers responding to Commission questionnaires include: * * %,
2/ Three purchasers reported imports other than Chinese candles as their
imported candles.
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Sales practices ,
Candle producers market their candles through sales or marketing

representatives who call on current or potential retail accounts. Some
manufacturers, such as * ¥ %, employ different representatives-to market
‘different lines of candles, such as .those sold to department stores and those
sold to mass merchandisers. In addition to sales representatives, candles are
also sold to wholesalers or. jobbers, who then resell the candles to purchasers
such as restaurants and florists that generally purchase in limited quantities.

Candle sales increase substantially during May and June, because of the
seasonal nature of candle sales for the Christmas season. Orders taken at
this time are usually for delivery at a specified future date, whereas orders
for a store’s everyday (nonseasonal) candle offerings are usually for - '
immediate delivery.

In order to compete with other U. S. producers; as well as importers,
candle producers have had to introduce, or increase, the perquisites they
offer to their customers. Some of these more common perquisites include
advertising allowances and .fixturing for the customers’ displays, and extended
dating on finance terms. Also, U.S. manufacturers report that they often have
to absorb freight costs, especially on sales to department and specialty
stores. : :

Additional perquisites reported by U.S. manufacturers include buy-back of
unsold promotion inventory and an increased number of promotions offered
during each year. One manufacturer reported that some retail customers have
also required them to purchase the store’'s current inventory of. a competitor’s
candles in order to complete the sale. ;/ This is generally attributed to the
limited amount of floor space available for candle displays.

Lost sales

Final investigation.--Four producers of candles--% * *--submitted -
allegations of sales lost to imports from China. Lost sales .for * % * were
estimated to be valued at $11,524,000. 2/ * % % submitted * * % instances of
alleged lost sales valued at $325,031; but the firm was not able to supply
dates for these lost sales. 3/ Staff ‘contacted 10 companies against whom
these allegations were directed, with allegations against these companies
totaling approximately *%*, Summaries of these telephone conversations are
presented below.

1/ Conversation with * % %, July 10, 1986. _
2/ %* % % and * ¥ * submitted allegations that previously had been submitted
during the preliminary investigation

3/ A company spokesman, * * %, explained that * % * has not issued a new price
list since * * *, and that these sales have been lost since that date.
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% % % glleged a lost sale of #¥%% in % % % 1985 to * * ¥, % % % a buyer
for * * *, was not able to comment on this specific allegation. He stated
that, although he prefers to buy the U.S. product, it was necessary to .
purchase from a lower priced source in order for the discount store to remain
competitive within its geographic region. He added that * * * does purchase
‘U.S. candles in order to supplement its color offering. * % % also stated
that 80 percent of their annual candle sales occur during the Christmas
holiday season.

* % % glleged 8 second lost sale in * % % 1985 to * ¥ %, estimating the
value of the lost sale at ¥, % * %,  the current buyer for * * %, was not
able to comment on this allegation as she was not with the company at the time
of the alleged lost sale. She did comment, however, that * % * has been
purchasing from China for 4 or 5 years, adding that these are purchases of
Christmas candles only. Everyday candle offerings are produced by a U.S.
manufacturer.

The third alleged lost sale reported by * * %, valued at ¥¥*¥%, occurred in
* % % 1985 to * ¥ ¥, % ¥ %, a buyer with * * %, was not able to confirm this
allegation. * ¥ % did state, however, that * * * recently dropped one U.S.
source and switched to another U.S. manufacturer, and that this could be the
reason for the alleged lost sale.

% % % alleged a lost sale, valued at ¥, to * * * during 1986. The
current buyer, * % ¥, was not able to comment on this allegation, adding that
he i1s aware that they had purchased Chinese candles in the past, but have
recently initiated a "Buy America" program for candles. It is interesting to
note that % * %, :

' * % % alleged a lost sale, valued at *¥%, to * * % in 1986, * * %, a
buyer with * * %, stated that the firm had purchased Chinese candles from an
importer for Christmas promotions, but he was not able to specify the exact
amount. He did add that imports accounted for approximately *#* of candle
purchases totaling *¥¥ in 1985. * * % stocks U.S. candles for its day-to-
day sales and imports only candles in sizes not available from a U.S.
manufacturer.

* % % alleged a lost sale, valued at #*¥% 6 to % % % in 1986. The latter
would not comment on this allegation.

* % % alleged a lost sale of %% in % % % to % % %, % % % of % * %,
stated that * ¥ * did have major candle purchases during that year, but that
he was not associated with that department at that time.

* % % glleged lost sales to % % %, % % % and % % %, all in % % % 1985,
at values of ¥¥%*% ¥k  and %%, respectively. Staff attempts to contact these
companies were unsuccessful.

Preliminary investigation.--The questionnaire responses received from
* % % cited approximately $38 million in sales allegedly lost to 33 U.S.
purchasers because of competition from candles imported from China. Nineteen
of these firms were contacted by the staff. Ten of the 19 denied all or part
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of the alleged lost sales; 9 acknowledged all or part of the alleged lost
sales because of price. Of the latter, however, three firms indicated that
the alleged quantities involved in the lost sales were grossly overstated.

For various reasons, six firms contacted could neither confirm nor deny all or
part of the alleged lost sales. From the reports of the firms contacted, it
is clear that the majority of the alleged lost sales were sales for the
seasonal Christmas business from 1982 through 1985.

Three firms acknowledged the entire amount of the alleged lost sale, 1/
one firm acknowledged the lost sales alleged by * * * for only 1982 and
1983, 2/ and one firm acknowledged the lost sales alleged for 1983 only. 3/
These acknowledgments account for approximately $570,000. 4/ In addition,
three firms contacted agreed that at least some of the alleged lost sales had,
indeed, been lost, but disagreed with the quantity of candles involved in the
allegations. Specifically, one firm admitted that it had purchased Chinese-
made imports instead of the U.S. product in 1985, but estimated that the lost
sale amounted to no more than about ¥*¥%%, rather than the *¥%* alleged by
* % %, 5/ Another firm agreed that * * * had lost sales of tapers and columns
only in 1983 and 1984, and estimated that these lost sales totaled approxi-
mately *¥%%, compared with the allegation of ¥¥% made by * * %, 6/ One other
firm contacted confirmed that % * * had lost sales to the firm only for. 1985,
but stated that their alleged value of *** was "grossly overstated." 7/

Of the 19 firms contacted by the staff 7 denied all. of the lost sales
alleged by * * *. These denials amount to $20.6 million Four of these seven
firms suggested that * * * had hoped to make a sale, but no sale took place.
These firms did not believe that they had actually substituted the imported
product for the U.S. product, but merely indicated that they did not buy from
% % %, 8/ Another of the seven firms indicated that it specialized in imported
products, and was only beginning to introduce U.S. candles into its offering
to supplement its import displays. 9/ One of the firms indicated that all of
its purchasing information was strictly confidential, and did not know how.

% % % could allege it had purchased imports when such information would not be
given out. 10/ Another firm indicated that the . alleged lost sale was actually
lost to another U.S. producer, not to imports from China. 11/ In addition to

these denials, three other firms denied part of the alleged lost sales. These

1/ Telephone conversations with * * *, Sept. 26,‘1985; * % %, Sept. 27, 1985;
and * % %, Sept. 27, 1985. . .
2/ Telephone conversation with * * %, 6 Sept. 26, 1985.

3/ Telephone conversation with * % *, Sept. 27, 1985,
4/ This figure understates the acknowledged lost sales because % * * did not
estimate a value for the alleged lost sale to * ¥* %,

Telephone conversation with * * %, Sept. 24, 1985.

Telephone conversation with * * %, Sept. 27, 1985.

Telephone conversation with * % %, Sept. 26, 1985.

Telephone conversations with * * %, Sept. 27, 1985; * * %, Sept. 26, 1985;
% % Sept. 26, 1985; and * * %, Sept. 26, 1985.
Telephone conversation with * % *,6 Sept. 24, 1985.

Telephone conversation with * * * Sept. 26, 1985.

Telephone conversation with * * *, Sept. 26, 1985.

€ reRRY

S
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'partlel denials accounted for another $1,921,829. All three firms denied the
alleged lost sales because they purchased no imports in the periods alleged by

***_/

The alleged lost sales to firms contacted by the staff which could be
neither confirmed nor denied amounted to approximately $2.7 million. 2/

Lost revenue

In addition to the allegations of lost sales, * * % alleged lost revenues
amounting to $1,529,725 to more than 27 firms, 3/ The staff contacted 10 of
these firms in this regard. Of these 10 firms, only 1 acknowledged that * * %
lost revenues due to competition from China. However, this firm acknowledged
lost revenue on only red, white, and green tapers for 1984, and therefore
could neither confirm nor deny the dollar value alleged by * * %, Rather, the
firm acknowledged lost revenue of *** or less. 4/ Three firms denied all or
part of the lost revenues alleged; two of these firms indicated that they do
not purchase votives from China, and that, consequently, U.S. producers were
not competing with a Chinese bid when attempting to make a sale. 5/ A third
firm denied the allegation of lost revenues because it was not purchasing
candles in the period alleged by * * %, 6/ These denials account for more
than $256,285 of the total alleged amount. 7/

* % % submitted seven allegations of lost revenues due to competition
from Chinese-produced candles. Five of these allegations, totaling #¥¥% in
lost revenues, did not specify the purchaser, and only stated that the losses
involved transactions with all private brand customers. * * * alleged lost
revenues of ¥ % % to * * ¥, on production of private label candles. Attempts
to contact a buyer with * ¥ * were unsuccessful. * % % also alleged lost
revenues on a second private label account, valued at ¥ * %, to % * %, The
buyer for * * % was not available for comment.

The alleged lost revenues that could not be acknowledged or denied
account for the major portion of the total allegations. Seven firms contacted
could neither acknowledge nor deny all or part of the lost revenues attributed
to them. % % * accounts for the single largest allegation--over ¥%¥, In sum,
these unacknowledged lost revenues amount to more than **¥. 8/

1/ Telephone conversations with representatives of * * %, cited above.

2/ The following firms could neither deny nor acknowledge all or part of the
alleged lost sales: * % %, In addition, this figure understates the full
amount of the unacknowledged lost sales because % % *,

3/ * k%, :

4/ Telephone conversation with a representative of * * *, cited above.

5/ Telephone conversations with a representative of * % %, cited above; and
* % %, Oct. 1, 1985. '
6/ Telephone conversation with * % %, Oct. 1, 1985.

) ke ok ok,

8/ This figure understates the full amount of unacknowledged lost revenues,
due to * * % failure to estimate lost revenues on a firm-by-firm basis.



A-52

Exchange rates

Since the value of the currency of China is determined by the Chinese
Government, rather than by the free market, meaningful measures of the
exchange rates between it and the U.S. dollar cannot be presented.
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APPENDIX A

CHRONOLOGY FOR SUBJECT INVESTIGATION AND
NOTICES OF COMMISSION'’S AND COMMERCE'’S
ACTIONS REGARDING THE INVESTIGATION
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Chronology for Antidumping Investigation

Subject: CANDLES FROM THE PEOPLES REPUBLIC OF CHINA
ITC Investigation Nos. - 731-TA-282 (Preliminary).
- 731-TA-282 (Final)

Date Action - : Finding

9/4/85 Petition Filed (National Candle Assn.).
- International Trade Commission (ITC)
Department of Commerce, International
Trade Administration (ITA)

9/4 ITC - Preliminary Investigation Instituted
(50 FR 37065 - 9/11/85)

9/30 ITA - Preliminary Investigation Instituted
(50 FR 39743)

10/22 ITC - Final Action/Notification of Commerce Affirmative

of Preliminary Determination
(50 FR 45172 - 10/30/85)

2/19/86 ITA - Preliminary Determination of Sales at Affirmative
Less Than Fair Value (51 FR 6016) (60.66)

ITC - Institution of Final AntiDumping Inv.
(51 FR 8569 - 3/12/86) ‘

377 ITA - Amended Preliminary Determination of Affirmative
Sales at Less Than Fair Value (135.73)
(51 FR 7977)

3/19 ITA - Postponement of Final AntiDumping Duty
Determination (51 FR 9490)

4/1 ITC - Revised Schedule for AntiDumping Inv.
(51 FR 13111 - 4/17/86)

7/10 ITA - Final Determination of Sales at _Affirmative
LTFV (51 FR 25085) (54.21)

7/16 ITC - Public Hearing

8/21/86 ITC - Final Action and Public Report
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Petroleum Wax Candics From the

_ Psople’s Reputlic of China: Final
Determination of Sales at Less Than
Falr Value

AGENCY:International Trade
Administration, Import Administration,
Commerce.

ACTION: Notice.

SUMMARY: We bave determined that
petroleum wax candles from the
People's Republic of China (PRC) are
being, or are likely to be, sold inthe .
United States at less than fair value. The
- U.S. Intemational Trade Commission
(ITC) will determine, within 45 days of
publication of this notice, whether these
imports are materially injuring or are
- threatening to materially injure, 8
United States industry.
SFFECTIVE DATE: July 10, 1888.

FOR FURTHER INFORMATION CONTACT:
Michael Ready or Mary 8. Clapp, Office
of Investigations, Import Administration,
International Trade Administration. U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW.,
Washington, DC 20230, telephone {202}
377-2813 or 377-1789.

- SUPPLEMENTARY INFORMATION:

Final Determination

‘We have determined that petroleum
wax candles from the PRC are being, or
are likely to be, sold in the United States
at less than fair value as provided in
section 735 of the Tariff Act of 1830, as
amended (19 U.S.C. 1673d) (the Act}.

The weighted-average margin apphcable
to all exporters is 54.21 percent.

Case History

On September 4, 1885, we received a
petition in proper form filed by the
National Candle Association, an
organization of domestic manufacturers
of petroleum wax candles. In
compliance with the filing requirements
of § 353.38 of the Commerce Regulations
(19 CFR 353.36), the petition alleged that
imports of the subject merchandise from
the PRC are being, or are likely to be,

sold in the United States at less than fair-

value within the meaning of section 731
of the Act, and that these imports are
causing material injury, or threaten
material injury. to a United States
industry.

After reviewing the petition, we
determined that it contained sufficient
grounds upon which to initiate an
antidumping duty investigation. We
initiated the investigation on September
30, 1985 (50 FR 39743), and notified the
ITC of our action.

On October 16, 1985, the ITC found
that there is a reasonable indication that
imports of petroleum wax candles from
the PRC are materially injuring, or
threatening material injury to, a U.S.
industry {U.S. ITC Pub. No. 1768,
October 1885).

On November 27, 1885, we presented
a questionnaire to counse!} for the China
National Native Produce & Animal By-
Products Import & Export Corporstion, &
major PRC exporter of the subject
merchandise to the United States. On
Jeauary 3 and 15, 1888, we received
replies to the questionnaire.

- We published a preliminary
determination of sales at less than fair
value on February 19, 1888 (51 FR 6010).
Our notice of the preliminary
determination provided interested
. parties with an opportunity to submit
views orally or in writing. Accordingly,
we held a public hearing on Marc.h 12,
1686.

We published an amendment to our
preliminary determination on March ?,
1886 (51 FR 7977).

We published » postponement of our
fina! antidumping duty determination on
Murch 19, 1866 (51 FR 8480).

Scope of Investigation

The products covered by this
investigation are certain scented or
unscented petroleum wax candles made
from petrleum wax and having fiber or
paper-cored wicks. They are sold in the
following shapes: tapers, spirals, and
straight-sided dinner candles; rounds,
columns, pillars, votives; and various
wax-filled containers. The products are
classified under the Tariff Schedules of
the United States (TSUS) item 755 25,
Candles and Tapers.

Fair Valus Comparison

"To determine whether sales of the
subject merchandise in the United
States were made at less than fair value,
we compared the United States price
with the foreign market value.

United States Price

We used the purchase price of the
subject merchandise to represent United
States price because the merchendise
was sold to unrelated purchasers prior
to its importation into the United Btates.
We calculated the purchase price of the
subject merchandise as providedin
section 772 of the Act, on the basis of
the C&F or CIF prices with deductions,
where applicable, for ocean freight and
marine insurance. No deduction was
made for tnland freight in the PRC
because we bad no information
concerning factory-to-port distances or
freight rates in the surrogate country.
Therefore, we made fair value
comparisons between prices on an f.o.b.
besis.

Foreign Markst Value

In accordance with section 773(c) of
the Act, we used the weighted-average
price of candles imported into the
United States from Malaysia as the
basis for determining foreign market
value.

Petitioner alleged that the economy of
the PRC is state-controlled 1o an extent
that sales in that country do not permit u
determination of foreign market value
under section 773(s). Respondent claims
that the PRC candle sector is not state-
controlled and, therefore, the
Department should base foreign market
value on prices or costs in the home
market.

We have examined the informution
submitted by the parties and additional
infarmation on the nature of the PRC
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economy and have concluded that the
PRC is a state-controlled-economy
country for purposes of this
investigation.

In analyzing whether an economy is
state-controlled within the meaning of
section 773(c). the Department
examines, among other things, (1) the
degree of government ownership of the
means of production, (2) the degree of
centralized government control over
allocation of resources or inputa, {3) the
degree of centralized government
control over output and (4) the relative
convertibility of the country's currency
and the degree of government cont.rol
over trade.

Since late 1884, extensive economic
reforms have been introduced in the
PRC. Parallel with this has been an
increase in the output of rural-based
industrial enterprises. These enterprises
operate largely outside centralized
control. Many of the candle producers
are rural enterprises. '

The candle factories we investigated
are managed by, or operate under the
auspices of, collectives. Their inputs are
not supplied under quota, nor are the
prices they pay for their inputs set
directly by the central government.
Their output is not subject to quotas or
price controls. However of the producers
we invesufaled the overwhelming
majority of their output was sold to
state-owned trading companies. While
evidence on the convertibility of the
Renminbi is conflicting, exporters are
require to repatriate their foreign
exchange earnings and e portion must
be surrendered to the Bank of China.

Foreign trade is carried out by licensed -

trading companies and 14 national
foreign trade corporations, with
importers and exporters free to select
their agents.

Despne some indicia of market forces
st work in the PRC candle sector, there
are other factors which lead us to '
conclude that we cannot treat the sector
as non-slate-controlled. Most
importantly, the major input into
candles, paraffin wax, is a quota
product. 1t is produced by state-owned
petroleum firms facing centrally-sel
prices and quotas. There is no evidence
that market forces have any bearing on
the price of quota wax. -

Wax that is produced in excess of the
quota can be sold at prices within 20
percent of the centrally-set price.
Certain other inputs used by the candle
producer, such as cotton yarn for wicks
and coal, may be subject to the same
conditions.

While the central government does
not directly establish the price of wax to
candle producers or the amount of wax
that is to go into candle production, it

decisions on the magnitude of the quota

for wex production and the price for
quota wax effectively determine the

.supply and price range for the

“uncontrolled” portion. Thus, the PRC
government, through its 'quotas and
prices for quota wax and other inputs,
controls the allocation of those inputs.
A second consideration is the relative
insulation of the candle (and other)
producers in the PRC from external
market factors. While trade is no longer
a state monoply. the government
employs extensive foreign exchange

" controls. Candle producers do ot and

cannot receive the foreign exchange
from their exports. Only the national

. foreign trade corporations and the

licensed tradinﬁ companies are
permitted to hold foreign excha

Moreover, licenses are require for all
imports. Additional measures to limit
imports were introduced in 1685. Ths
could potentially limit competition by
similar or competing imports. It could
also insulate supplies to candle
producers from external market sources.
Licenses are also require for many
exports. This “layer"” of government
Eﬁtenually creates a buffer between the

emnal PRC economy and the external,
world market. .

‘While controls in foreign exchange
and imports and exports are not
dispositive on the issue of state-control
(certain market economies dmplay many
of these characteristics), they are -
important criteria to consider in
countries that are moving from highly
centralized systems by introducing
certain market-like mechanisms. This is
because such controls are traditionally
employed by nonmarket economies to
maintain economically frrational prices
by protesting their internal prices from
external market forces. As a result, we
necessarily place more emphasis on the
existence of such controls in countries
like the PRC than we would in countries
that are traditionally more market
oriented.

For the foregoing reasons, we have
concluded that the PRC is a state-
controlled-economy country for the
purpose of this investigation.

As result, section 773(c) of the Act
requires us to use either the prices of, or
the constructed value of, such or similar
merchandise in a “non-state-controlled-
economy™ country. Our regulations
establish 8 preference for foreign market
value based upon sales prices. They
further stipulate that, to the extent

. possible, we should determine sales

prices on the basis of prices in a “non-
state-controlled-economy" country at a
stage of economic development
comparable to the state-controlled-

‘economy country.

ki

We determined that Egypt, India,
Indonesia, Morocco, Pakistan, the
Philippines. and Thailand were the
countries st the most comparable stages
of economic development to the PRC
and it would, therefore, be appropriate
to base foreign market value on their
prices. We sent questionnaires to known
manufacturers of petroleum wax
candles in each of these countries. We
received one reply to the questionnaire
from a company in India, but the
candies produced by the Indian
company were not the product under
investigation.

We also recelved some information
from two candle companies in Thailand.
One of the companies made only a few
of the candle types within the scope of
this investigation. The other company
gl:oduced a8 broader range of candles,

ut it was impossible to verify the
information this company provided in
accardance with section 776(a) of the
Act. None of the manufacturers in the
four other countries named above
replied to the questionnaire or provided
any information.

We also asked and received
information from PRC candle producers
concerning their factors of production in
order that we might base foreign market
value on constructed value based on
PRC factors of production valued in a
non-state-controlied economy counjry at
a comparable level of economic
development in accordance with
§ 353.8(c) of the Department of
Commerce Regulations. However,
because we were unable to develop
necessary information in the non-state-
controlled economy country chosen, it
was not possible to so calculate
constructed value.

Lacking home market prices from non-
state-controlled ‘economy countries at a
level of economic.development
comparable to that of the PRC, and
lacking information needed to calculate
cons!mcted value, we have based
foreign market value on the prices ‘of
imports of the same class or kind of
merchandise into the U.S. from

* Malaysia. Of the countries exporting

candles to the United States, Malaysia

_is at a level of economic development

most comparable to that of the PRC.
Therefore, we calculated foreign market
valie on the basis of f.0.b. values of
candles imported into the United States

- from Malaysia during the nine month

period of investigation. Comparisons
were made using weigited-average
Malaysian.prices for the same type
candles as sold by the PRC. We .
edjusted Malaysian prices-by the cost of
boxes supplied by purchaséers of the
PRC candles, where applicable.
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We considered using a basket of
import prices including prices of imports
from Thailand. Indonesia or Colombis to
determine foreign market value. Since
we ultimately eliminated those countries
from consideration, however, we were
left with simply using Malaysia's prices.
The volume and value of Thai exports to
the United States of all candles, not only
- the candles under investigation, were
extremely small and Thailand hss been
found in previous investigations to -
confer export subsidies on other
products. Similarly, we have determined
in previous investigations that Indonesia
subsidizes exports. Imports from
Indonesia were likewise very small
during the period of investigation. As for
Colombia, we have determined in
previous investigations that its exports
are subsidized. We have no evidence
whether the candles imported from
Colombia are the product under
investigation. Further, imports from
Colombia are very small relative to
imports Irom the PRC. Given these
considerations, we decided not to use
export data from those countries.

It is our preference not to use export
data from countries known to provide
export subsidies when there is other
data available. See Antidumping: Stee)
Wire Nails from the People's Republic of
China; Final Determination of Sales at
Less Than Fair Value, 51 FR 10247
(March 25, 1886); Certain Small
Diameter Welded Carbon Steel Pipes
and Tubes from the People's Republic of
China; Final Determination of Sales at
Less Than Fair Value, publigshed
concurrently with this notice.

All indications are, however, that
Malaysia does not use export subsidies
since our only previous countervailing
duty investigation of a product from
Malaysia resulted in 8 final negative
determination. We also know that
~ Malaysia exports the candles under
investigation and have limited our
comparisons to such candles. While
imports from Malaysia are small relative
to those from the PRC. they are ten or
more times those of Thailand, Indonesia
or Colombia.

Negative Determination of Critical
Circumstances

Petitioner alleged that imports of
petroleum wax candles from the PRC
present “critical circumstances.” Under
section 735(a)(3) of the Act, “critical
circumstances” exist if we determine (1)
there is a history of dumping in the
United States or elsewhere of the class
or kind of the merchandise which is the
subject of the investigation, or the
person by whom, or for whose account,
the merchandise was imported knew or -
should have known that the exporter

was selling the merchandise which is
the subject of the investigation st less
than its fair value; and (2) there have
been massive imports of the class or
kind of merchandise thal is the subject
of the investigation over a relatively
short period.

We generally consider the following
data in order to determine whether
massive imports bave taken place: (1)
The volume and value of the imports; (2)
seasonal trends; and (3) the share of
domestic consumption accounted for by
the imports.

For purposes of this finding, we -
analayzed recent trade statistics on
import levels for petroleum wax candles
from the PRC for equal periods
immediately preceding and following
the filing of the petition. We also took
into consideration seasonal factors.
Based on our analysis of recent import
Matistics, we find that there Is no
reasonable basis to believe that imports
of the subject merchandise from the PRC
have been massive over a short period.

Since we do not find there have been
massive imports, we do not need 1o
consider whether there is a history of
dumping or whether there is reason to
believe or suspect that importers of this
product knew or should have known
that it was being sold at less than fair
value,

Therefore, we determine that critical
circumstances do not exist with respect
10 imports of petroleum wax candles
from the PRC.

Verification

As provided in section 776(a) of the
Act, we verified deta used in making
this determination by using verification
procedures which include on-site
inspection of manufacturers’ facilities °
and examination of company records
and selected original source
documentation containing relevant
information.

Petitioner’'s Comments

Comment 1: Petitioner argues that the
PRC is a staie-controlled economy and
should be treated as such under the
antidumping duty law.

DOC response: We agree. See our
discussion above in the Foreign Market
Value section of this notice.

Comment 2: Petitioner argues that
critical circumstances exist in this case.

DOC response: We disagree. See our
discussion above under Negative
Determination of Critical
Circumstances.

Comment 3: Petitioner argues that,
under section 773(c) of the Act.
Malaysia is the appropriate choice for
the surrogate country in this
investigation. It contends that &

combinatien of macroeconomic
indicators shows that Malaysia and the
PRC are at comparable leve!s of
economic development and that the
Department should not use Gross
Notional Product {CNP) as the sole
measure of comparability.

DOC positian: Using a variety of
indicators, one of which is GNP, we
determined that Malaysia is not at a
comparable level of economic
development to the PRC and therefore
cannot be used as a surrogale under
section 773(c) of the Act or § 353.8(a)
and (b)(1) of the Commerce regulations.
Thus, we have not used Malaysian home
market prices of candles. As noted in
the Foreign Market Value section of this
notice, we were unable to get either
home market prices or constructed value
information from any of the non-state-
controlled economy countries at a level
of economic development comparable to
the PRC. Lacking such information, we
had to use the best information
available. We determined that the best
information svailable is Malaysian
export prices for the candles under
investigation because. of the countries
exporting candies to the United Stales,
Malaysia is at a level of economic
development most comparable to the
PRC.

Comment 4: Petitioner argues that the
Department should have used '
Malaysian home market prices even if
Malaysia is not a country at a level of *
economic development comparable to
the PRC, pursuant to § 353.8{b)(2) of the
Commerce regulations.

DOC position: In this investigation, as
in previous antidumping investigations
of state-controlied-economy countries,
we found it impossible to make the
appropriate adjustments to Malaysian
home market prices to sutisfy the
requirements of § 353.8{b)(2).

See Final Determination of Sales at
Less Than Fair Value: Chloropicrin From
the People’s Republic of China, 49 FR
5982 (Feb. 18, 1884); Final Determination
of Sales at Not Less Than Fair Vulue;
Canned Mushrooms From the People's
Republic of China, 48 FR 45445 (Oct. 5,
1883). As explained in the Foreign
Market Value section of this notice, we
have resorted to Malaysian exporl
prices as best information available.

Respondeat's Comments

Comment 1: Respondent argues thul
the PRC candle industry is not state-
controlled.

DOC response: We disagree. See
discussion above in the Foreign Marhe!
Value section of this notice.

Comment 2: Responden! argues thal
the Department's preliminary
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determination that the PRC candle
industry was state-controlled was based
on “either unstated assumptions or
anonymous mformution furnished by
petitioner.”

DOC response: We have based our
final determination that the PRC candle
industry is state-controlled on the
results of an investigation we conducted
in China. Also, the petitioner’s sources
have been identified to the Department.

Comment 3: Respondent argues that
the Department's preliminary
determination was not made on a faxr
basis because we compared Bureau of

. Census statistics concerning Malaysnan
import.prices with individual sale prices
of PRC candles. -

DOC response: For our ﬁnal
determination we have based foreign -

_market value on the prices of individual

“sales of Malaysian candles to the United
States”

Comment 4: Respondem argues’ thut
the Départment in fact used Malaysia as
a surrogate by basing foreign market . .
value on Malaysian sales prices but
should not have done so because
Malaysia is not at a stage of economic

- development comparable to the PRC.

DOC response: See our response to
petitioner’s Comment 3 sbove.

Comment 5: Respondent argues that
the Department should not have .

. excluded candle imports from Jamaica
and Colombia in determining foreign
market value.

DOC response: At the preliminary

determination we excluded imports from.

Jamaica from consideration because we
received information from petitioner
that the Jamaican candlés were
*household candles” not subject to this
investigation. As noted above, for the
final determination, we have based
foreign market value on Malaysian
imports of candles of types which are
subject to the investigation. We have
excluded from our calculation all other
types of Malaysian candles.

We have excluded imports of candles
from Colombia from our calculations
because: (1) Prior countervailing duty -
investigations have shown that exports
from Colombia benefit from export
subsidies: (2) we do not know whether
the candles imported from Colombia are
the product under investigation; and (3)
the imports from Colombiua are very
small relative to imports from the PRC.
Therefore, we consider import prices of
candles from Colombia to be an
unreliable basis for-calculating forelgn
market value.

Continuation of Suspension of -
Liquidation

We are directing the United States
Customs Service to continue to suspend

liquidation of all entries of petroleum

~ wax candles from the PRC that are

entered, or withdrawn from warehouse,
for consumption, on or after February
19, 1986, the date of publicstion of the
preliminary determination in the Federal
Register. The United States Customs
Service shall continue to require'a cash
deposit or the posting of a bond equal to

- the estimated weighted-average amount

by which the foreign market value of the
merchandise subject to this
investigation exceeds the United States

- price. The bond or cash deposit amounts

established in our amended preliminary
determination of March 7, 1986, remain
in effect with respect to entries or
withdrawals made prior to the date of
publication of this notice in the Federal
Register. With respect to entries or
withdrawals made on or after the’

- publication of this notice, the bond or

cash deposit amounts requu'ed are

‘shown below

"y
Manutacturer/produoes /exponter s
. percent.
age.
AN Producers/Manutacturens/Exp (3]
ITC Notification

In accordance with section 735(d} of
the Act, we will notify the ITC of our
determination. We will allow the ITC
access to all privileged and confidential
information in our files, provided the
ITC confirms that it will not disclose
such information, either publicly or
under an administrative protective
order, without the written consent of the
Deputy Assistant Secretary for Import
Administrative.

The ITC will make its determination
whether these imports are materially
injuring, or threatening to materially
injure, a U.S. industry within 45 days of
the publication of this notice. If the ITC
determines that material injury or threat
of material injury does not exist, this
proceeding will be terminated and all
securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However, if the
JTC determines that such injury does
exist, we will issue an antidumping duty
order directing Customs officers to
assess an antidumping duty on
petroleum wax candles from the PRC

" entered, or withdrawn from warehouse,

for consumption after the suspension of
liquidation, equal to the amount by
which the foreign market value exceeds
the United States price.

This determination is being published

. pursuant to section 735(d) of the Act (19

U.S.C. 1763d{(d)).

Paul Fresdsnberg.

Assistant Secretary for Trade Admlmstrallon.
Yuly 7. 1988,

|FR Doc. 88-15591 Filed 7-8-86; 8:45 am|

" BILLING CODE 3510-D3-M




Federal Register / Vol. 51, No. 74 / Thursday, April 17, 18868 / Notices

A-59

13111

INTERNATIONAL TRADE
COMMISSION

{investigation No. 731-TA-262 (Finsl)] .

import investigations; Candles From
the Peopies Ropubllc of China

AQENCY: United States lntem-ﬂonal
Trade Commission.

ACTION: Revised schedule !or the lublect
investigation.

EFFECTIVE DATE: April 1, 1686,

FOR FURTHER INFORMATION CONTACT:
Diane J. Mazur (202-523-7814), Office of
Investigations, U.S. International Trade
Commission, 701 E Street NW.,
Washington, DC 204386. Hearins )
impaired individuals may obtain
information on this matter by contacting
the Commission’s TDD terminal on 202~
724-0002. Information may also be
obtained via electronic mail by
accessiny the Office of Investigations' -
remote bulletin board aystem for
personal computers at 202-523-0103.
SUPPLEMENTARY INFORMATION: On
February 18, 1886, the Commission
instituted the subject investigation and
established a schedule for its conduct
(51 FR 8568, Mar. 12, 1888). -
Subsequently, the Department of
Commerce extended the date for fts
final determination in the investigation
from April 28, 1888, to July 7, 1888 (51 FR
9490, Mar. 18, 1988). The Commission,
therefore, is revising its schedule in the

investigation to conform with
Commerce's new schedule.

The Commission's new schedule for
the investigation is as follows: requests
to appear at the hearing must be filed -
with the Secretary to the Commission
not later than July 7, 1888; the prehearing
conference will be held in room 117 of
the U.S. International Trade
Commission Building at 8:30 a.m. on July
9. 1888; the public version of the
prehearing staff report will be placed on
the public record on July 2, 1886; the *
deadline for filing prehearing briefs Is
July 11, 1886; the hearing will be held at
10:00 8.m. in room 831 of the U.S.
Internetiona! Trade Commiuion _
Building on July 16, 1986; and the -
deadline for filing all other written
submissions, including posthearing
briefs, is July 23,1888. .

For further information concerning
this investigation see the Commission’s
notice of investigation cited above and
the Commission’s Rules of Practice and
Procedure, part 207, subparts A and C
(19 CFR part 207), and part 201, subparts
A through E (19 CFR part 201).

Authority

This investigation is belng conducted
under authority of the Tariff Act of 1830,
title Vil. This notice is published
pursuant to section 207.20 of the
Commission'y rules (10 CFR 207.20).

By order of the Commission.

Issued: April 7, 1966.

Keaneth R. Mason,

Secmlary .

[FR Doc. 86-8670 Filed 4-16-86; o5 am)
BILLING CODE 7830-02-4 :




———

A-60

Federal Register / Vol. 51. No. 53 / Wednesday. March 19, 1986 / Notices

|A-870-504 )

Postponement of Final Antidumping
Duty Determination; Petroleum Wax
Candles From the People’'s Republic of
China

AGENCY: Import Administration,
International Trade Administration, ,
Commerce

aAction: Notice.

SUMMARY: On March 5. 1986, we
received a request from counsel for the
respondent China National Native
Produce & Animal By-Products Import & |
Export Corporation in the antidumping
duty investigation of petroleum wax
candics from the People's Repoblic of
China that the final determination be
postponed a:’fruvided for in section
735{a){2){A) of the Tariff Act of 1930, as
amended (the Act} {18 U.S.C. 1673d
{a)(2)(A)). Pursuant to this request. we
are postponing our final antidumping °
duty determination as to whether sales
of petroleum wax candles from the
People's Republic of China have becn
made at less than fair value until not
luter than July 7, 1968.

SFFECTIVE DATE: March 19, 1880.

FOR FURTHER INFORMATION CONTACT:
Michuel Ready or Mary Clupp, Office uf
Investigations, Impurt Administrution.
Internutionul Trade Administration, U.S.
Department of Commerce. 141h Street
and Constitution Avenue, NW.,
Washington, DC 20230 telephone: (202)
377-2613 or 377-1768. -
SUPPLEMENTARY INFORMATION: On
September 30. 1885, we published a

_ notice in the Federal Register that we
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were initiating. under section 73"(b) of
the Act (19 U.S.C. 1673a(b)). an
antidumping duty investigution to
determine whether imports of pelroleum
wax candles from the People’s Republic
of China are being. or are likely to be

s0)d at less than fair value (50 FR 39743).

We published our preliminary
affirmative determination on February
18. 1988 (51 FR 6018). This notice llated
that we would issue a final
determination on or before April 28,
1886. On March 5, 1986. counsel for the
respondent! requested that we extend
the period for the final determination -
until not later than the 135th day after
the date of publication of our
preliminary determination in
sccordance with section 735[a)(2){A) of
the Act. This respondent accounts for a
significant proportion of exports of the
subject merchandise to the United
States. and thus is qualified to make this

reques!. if » qualified exporter properly

requests an extension alter an
affirmative preliminary determination,
the Department is required. sbsent
compelling reasons to the contrary, 10
grant the request. Accordingly. we grant
the request and postpone our final
determination until not later than July 2,
1888.

This notice is published pursuant to
section 735(d) of the Act.

Duted: March 13. 1886
Gilbert B. Kaplan,

Deputy Assistant Secretary for lmpon
Administration.

{FR Doc. 86-598) Filcd 3-18-86. 8:45 am|
SuLING CODE 3619-08-

8191
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( lnmﬂgaﬂonmni-n-m (Fln-l)l A

Candln From the People’s Repubuc of
China

AGENCY: International Trade
Commission.

ACTION: Institution of a final
antidumping investigation and
scheduling of a hearing to be held in
connection with the investigation.

SUMMARY: The Commission hereby gives
notice of the institution of final
sntidumping investigation No. 731-TA-
282 {Final) under section 735(b) of the

- Tariff Act of 1930 (19 U.S.C. 1673d(b)} to
determine whether an industry in the
United States is materially injured. or is
threatened with material injury. or the
establishment of an industry in the
United States is materially retarded. by
reason of imports from the People's
Republic of China of candles of
petroleum wax, provided for in item
755.25 of the Tariff Schedules of the

- United States, which have been found .

by the Department of Commerce, in a
preliminary determination, to be sold in
the United States at less than fair value
(LTFV). Unless the investigation is
extended, Commerce will make its final
LTFV determination on or before April
28, 1986, and the Commission will make
its final injury determination by June 18,
1888 {see sections 735(a) and 735(b) of
the act (19 U.S.C. 1873d(a) and
1673d(b))).

For further information concerning the
conduct of this investigation, hearing
procedures, and rules of general
application, consult the Commission’s
Rules of Practice and Procedure, Part

.~ 207, Subparts A and C (19 CFR Part 207),
and Part 201, Subparts A through E (19
CFR Part 201).
EFFECTIVE DATE: February 19, 1986.
FOR FURTHER INFORMATION CONTACT:
Diane J. Mazur (202-523-7914), Office of
Investigations, U.S. Intemational Trade
Commission, 701 E Street NW.,
Washington, DC 20438. Hearing-
impaired individuals are advised that
information on this matter can be
obtained by contacting the
Commission’s TDD terminal on 202-724~
0002. Information may also be obtained
via electronic mail by accessing the
Office of Investigations’ remote bulletin
board system for personal computers at
202-523-0103.
SUPPLEMENTARY INFORMATION:
Background.—This investigation is
being instituted as a result of an
affirmative preliminary determination
by the Department of Commerce that
imports of Candles from the People’s
- Republic of China are being sold in the
Umled States at ‘less than fair value

" notice in the Federal Regi

- within {he meamng of sechon 731 of the

act (18 U.S.C. 1673). The investigation
was requested in a petition filed on
September 4, 1985, by the National
Candle Association, Arlington, Virginia.
In response to that petition the
Commission conducted a preliminary
antidumping investigation and, on the
basis of information developed durirg
the course of that investigation.
determined that there was a reasonable
indication that an industry in the United
States was materially injured by reason
of imports of the subject merchandise
(50 FR 45172, Oct. 30, 1985). .

Participation in the investigation,—
Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary
to the Commission, as provided in
§ 201.11 of the Commission's rules (19
CFR 201.11), not later than twenty-one
(21) days after the publication of this
ister. Any entry
of appearance filed after this date will
be referred to the Chairwoman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.

Service list.—Pursuant to § 201.11(d)
of the Commission's rules (18 CFR
201.11(d)), the Secretary will prepare a
service list containing the names and
addresses of all persons, or their
representatives, who are parties to this
investigation upon the expiration of the
period for filing entries of appearance.
In accordance with § 201.16(c) and 207.3
of the rules (19 CFR 201.16(c) and 207.3),
each document filed by a party to the
investigation must be served on all other
parties to the investigation (as identified
by the service list), and a certificate of
service must accompany the document.
The Secretary will not accept a
document for filing without a certificate
of service.

Staff report.—A public version of the
prehearing staff report in this -
investigation will be placed in the public
record on April 23, 1986, pursuant to
§ 207.21 of the Commnwon s rules (19
CFR 207.21).

Hearing. —The Commission will hold
a hearing in connection with this
investigation beginning at 10:00 a.m. on
May 13, 1988, at the U.S. International
Trade Commission Building, 701 E Street
NW., Washington, DC. Requests to
appear st the hearing should be filed in
writing with the Secretary to the
Commission not later than the close of
business (5:15 p.m.) on May 6, 1986. All
persons desiring to appear at the
hearing and maie oral presentations
should file perhearing briefs and attend

-a prehearing conference to be held at

©:30 a.m. on April 30, 1988, in room 117
of the U.S. International Trade

Commission Building. The deadline for
filing prehearing briefs is May 6, 1988.

Testimony at the public hearing is
governed by section 207.23 of the
Commission’s rules (19 CFR 207.23). This
rule requires that testimony be limited to ,
a nonconfidential summary and analysis
of material contained in prehearing
briefs and to information not available
at the time the prehearing brief was
submitted. Any written materials
submitted at the hearing must be filed in
accordance with the procedures
described below and any confidential
materials must be submitted at least
three (3) working days prior to the
hearing (see § 201.8(b](2) of the”
Commission’s rules (19 CFR 201.6{b}{2))).

Written submissions.—All legal
arguments, economic analyses, and
factual materials relevant to the public
hearing should be included in prehearing
briefs in accordance with § 207.22 of the
Commission's rules (19 CFR 207.22}.
Posthearing briefs must conform with
the provisions of section 207.24 (19 CFR
207.24) and must be submitted not later -
than the close of business on May 16,
19886. In addition, any person who has
not entered an appeamace as a part to
the investigation may submit a wrilten
statement of information pertinent to the
subject of the investigation on or before
May 16, 1986.

A signed original and fourteen (14)
copies of each submission must be filed
with the Secretary to the Commission in
accordance with § 201.8 of the
Commission’s rules (19 CFR 201.8). All
written submissions except for
confidential business data will be
available for public inspection during
regular business hours (8:45 a.m. to 5:15
p.m.) in the Office of the Secretary to the
Commission. .

Any business information for which
confidential treatment is desired must

be submitted separately. The envelope

and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
confidential treatment must conform -
with the requirements of § 201.6 of the
Commission’s rules (19 CFR 201.6).

. Authority

This investigation is being conducted
under authority of ths Tarifl Act of 1830,
title VIL. This notice is published
pursuant to § 207.20 of the Commission’s
rules (18 CFR 207.20}.

" Issued: March 6. 1988,
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By order of the Conmmnigsion.
Kemnoth R Masomy
Secretary. -
[FR Doc. 88-5409 Filed 3-11-88 &45 am)
SLLMS COOE TE-TI0 -
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[A-570-504]

Petroleum Wax Candles From the
People’'s Republic of China; .
Preliminary Determination of Sales at
Less Than Fair Value

AGENCY: International Trade
Administration, Import Administration.
Commerce.

ACTION: Notice.

SUMMARY: We have amended our
preliminary determination that
petroleum wax candles from the
People’s Republic of China (PRC) are
being, or are likely to be, sold in the: .
United States at less than fair value. The
corrected weighted-average margin
applicable to all exporters is 135.73
percent.

EFFECTIVE DATE: March 7, 1986.

FOR FURTHER INFORMATION CONTACT:
Michael Ready or Mary S. Clapp. Office
of Investigations, Import Administration,
International Trade Administration, U.S.
Department of Commerce, 14th Street
and Constitution Avenue NW.,
Washington, DC 20230; telephone: (202)
377-2613 or 377-1789.

SUPPLEMENTARY INFORMATION: On
February 19, 1988, we published our
preliminary determination that
petroleum wax candles from the PRC
are being, or are likely to be sold in the
United States at less than fair value (51
F.R. 6016). We have subsequently
learned of errors in the import statistics
upon which we based our calculation of
foreign market value. Specifically. the
value recorded for a shipment from
Malaysia was understated. Also the
country of origin of a shipment of
candles from the PRC was erroneously
recorded as being Guinea. In fact there
were no imparts of tha subject
merchandise from Guinea during the
period of investigation. Using corrected
statistics regarding imports of candles
from Malaysia. we recalculated foreign



A- 65

7978 Federal Register / Vol. 51. No. 45 / Friday, March 7. 1986 / Notices

market value and the weighted-average
dumping margin. The United States
Customs Service shall require a cash
deposit or the posting of a bond equal to
the corrected estimated weighted-
average amount by which the foreign
market value of the merchandise subject
to this investigation exceeds the United
States price as shown in the table

below.
WT
ManARCHIer : DrocuCer / expOmer g
percond
age
Ching Natongl Natve Prodce § Armal By-

Proaucts impont 8 Export Corporaton.................. 13873
A3 otrers._. 135.7
Joha L Evans,

Acting Deputy Assistant Secretary for Import
Administrotion.
March 3, 1988

(FR Doc. 86-5036 Filed 3-6-86: 8:45 am|
SRUNG CODE 3510-03-8
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internationa! Trade Administration
[A-570-804)

Petroleum Wax Candies From the
Peopis's Repudlic of Ching;
Preliminary Determination of Sales st
Loss Than Fair Value

AQGENCY: Inlernational Trade
Administration. Import Administration,
Commerce.

ACTONR: Notice.

SUMMARY. We have preliminarily
determined that petroleurn wax candles
from the People’s Republic of Chins
(PRC) are being or are likely to be. sold
in the United States st less than fair
value. and have notified the U.S.
Intermatonal Trade Comarission [TTC)
of our determinstion. We bave also
directed the US. Cumoms Service to
suspend the liquidation of all entries of
petroleum wax candles from the PRC
that ure entered. or withdrewn from
warehouse. for consumption. on or after
the date of publication of this motice,
and to require a cash deposit or bond for
each entry in an amount equal to the
estimate dumping margic as descrbed
in the “Suspension of Liquidation*
sectiop of this noticz.

If this investigation proceeds
normally. we will make ¢ final
determination by April 28. 1886.

EFFECTIVE DATL: February 186, 1886.

POR FURTHER BEORBATION CONTACT:
Micbael Ready or Mary 8. Clapp. Office
of Investigations. Import Administration.
International Trade Administration, US.
Department of Commerce, 34th Street
and Constitution Avenue, NW.,
Washington. DC 20230; telephone: (202)
$77-2818 or 377-1788.

SUPPLEMENTARY INFORMATION:
Preliminary Determination

We have preliminarily determined
that petroleum wax candies from the

PRC are being. or are likely to be. soldin

the United States &t less than fair value
as provided in section 733 of the Variff
Art of 183D. as amended {18 US.C
1673b) (the Act). The weighted-sverage
margio spplicable 1o all exporiers is
60.88 percent

" Case History

On September 4. 1985. we recrived 2
petition in proper form filed by the.
National Candie Associstion. an
organization of domestic manufacturers
of petraleurm wax candles. In
compliance with the filing requirements
of § 353.38 of the Commerce Regulations
(38 CFR 353.38). the petition slleged that
imparts of the subject merchandise from
the PRC are bemg. or are likely to be.
s0ld in the United States at less than fair

. value within the meaning of section 731

of the Tarifl Act of 1930. as amended,
and that these imports are causing

- moaterial injury. or threaten material

injury. to 8 United States infustry.

Alier reviewsing the petitron. we
determined that it continued sufficient
grounds upon which to fnitiate an
antidumping investigation. We initiated
the investigation on September 30,1985
(50 FR 39743}, and potified the ITC of
our sction. .

On October 186, 1985, the ITC found
that there is & reasonable indication that
imports of pciroleurr wax candles from
the PRC are materially injuring. or
threatening material injury to.a U.S.
industry (US. ITC Pub. No 1768,
October 1885).

On November 27, 1885. w'e presented
8 questionnaire to counse’ for the China
National Native Produce & Anirca! By-.
Products Import & Export Corporation. 8
major PRC exporter of the subject
merchandise to the United States. On
January 8 and 15, 1886, we received
replies to the questionnaire.

Scope of Investigstion

The products covered by this
investigation are certain scented or
unscented petroleurs wax candles made
from petroleum wax and having fiber or
paper-tored wicks. They are sold in the
following ahapes: tapers. spirals. and
straight-sided dinner candles: rounds.
columms. pillars: votives: and various
wax-fille& containers. The products are
classified under the Tariff Schedules of
the United Stotes {TSUS) item 755.25,
Candles an Tapers.

Falr Value Comparison
Te determine whether sales of the

. subject merchandise in the United

States were made st less than fair value,
we compared the United States price
with the foreign market value.
United States Price

We used the purchese price of the
subject merchandise 1o represent United
States price because the merchandise
was sold 1o unrelated purchgsers prior
to tts importation into the United States.
We calculated the purchase price of the
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subject mer-chmdxu' 13 provnded in .
section 772 of the Act. on the basis of
the C & F or CIF prices with deductions.
where applicable. for ocean fresght and
marine insurance.

Foreign Marke! Value

In accordance with section 773(c) of
the Act. we used the weighted-average
price of candles imported into the
United States from Guines and
Maelaysis as the basis for foreign market
value.

Petitioner slleged that the PRC is &
state-controlled-sconomy country and
that sales of the subject merchandise in
tha! country do not permit 8
determination of foreigr. market! value
under section 773(s). After an analysis
of the PRC economy. and consideration
of the briefs submitied by the parties,
we have preliminarily concluded thet
the PRC is » state-controlled-economy
country for the purpose of this
investigation.

As s result, section 773(c) of the Act
fequires ue to use either the prices of or
the constructed value of such or similar
merchandise in 8 “non-state-controlied-
economy’ country. Our reguletions
establish a preference for foreign mearket
value based upon seles prices. They
further stipulate that. to the extent
possible. we should determine sales
prices on the basis of prices in a “non-
state-controlled-economy™ country st &
stete of economic development
comparable to the state-controlled-
economy country.

We determuned thet Egvpt Indis,
Indonesis. Morocco. Pakistar.
Philippines. and Thailand were at a
leve! of economic development
comparable to the PRC and it would.
therefore, be appropriate to base foreign
market value or. their prices We sen!
questionnaires to known manufacturers
of petroleum wax candies in each of
these countnes However pope of the
meanufacturers hes to date rephed to ow
questionnaire

Lacking home marke! prices from non-
state-controlied economy countnes at 8
Jeve! of economic development
compareble to that of the PRC. we bave
based foreign market value on the prices
of imports into the US. from Guines and
Maleysia. Of the countries exporting
candies to the United States. these
countries are st a leve! of economic
development most comperable to that of
the PRC. Therefore. we based foreign
market value on the basis of the average
f.o.b. values of candles imported into the
United States from these two countries
during the six month period of
investigation ss provided ir. the IM-14¢.
compiled by the Buresu of the Census
We adjusted this average value by the

* cost'of matemls tuppbed by purchucn
of the PRC candles. where spplicable.

We bave preliminarily excluded from

our weighted-sverage foreign market
value the prices of imports rom
Thailand and Colombia because. based
on information from previous
tnvestigations. shipments from these
countries may benefit from export =

subsidies. We have also excluded . *

shipments from Jamaica because, bncd
on informstion submitted by petitioner. .,
imports from jJameics comprise candles
which are not covered by this ¢
zmieedm We will consider any

er information submitted on the
appropristeness of including certain *°

countries within the welghted-amage o

foreign market value for o final
determination.

Preliminary Negative Doluuﬂuﬁon of
Critical Circumstanoss

Petitioner alleged that imports of
petroleum wax candies from the PRC

Y

circumstances” exis! if we determine: {1)
There is & history of dumping tn the - +
United States or elsewhere of the class
or kind of the merchandise which is the
subject of the investigation. or the
person by whom. or for whose account.
the merchandise was imported knew or
sbould bave knows thst the exporter
was selling the merchandise which is
the subject of the investigation at less
than its fair value; and (2) there have
been massive imports of the class or
kind of merchendise tha! is the gubject
of the investigation over a relatively -
short period

We generally consider the following
concerning massive imports: (1} Recent
trends in import penetration levels: (2)
whether imports have surged recently:
(8) whether recent fmports are
significantly above the sverage
calculated over the last three years: and
(4¢) whether the pattern of imports over
thet three year period may be explained
by seasonal lwmf

For this ﬂndxng we
nna)yzed recent trade statistics op
fmport levels and for petroleum wax
candies from the PRC for equal periods
immediately preceding and following
the filing of the petition. We also took

- into consideration seasonal factors.

Based on this analysis. we find that
imports of the subject merchandise from
the PRC during the period subsequent to
receip! of the petition have not been
massive when compared to recent
import levels.

Since we do pot find there have been
massive imports. we do not need to
consider whether there is 8 history of
dumping or whether there is reasor to

beheve or suspect that importers of this
product knew or should beve known
that it was being sold at less than fair

" value.

Therefore. we determine that critical
circumstances do not exist with respect
to imports of petroleum wax cand]e:

+ from the PRC.

Verification -
As provided in section 770(5) of the

“ . Act, we will verify all information used
. in reaching our fina)] determination.

" Buspension of Liquidation

" In accordance with section 733(d) of
the Act, we are directing the United
States Customs Service. to suspend

* liquidetion of all entries of petroleum
. wax candles from the PRC that are

entered. or withdrawn from warebouse.

" for consumption..on or after the date of

publication of this notice in the Federa!

section 773(e)(1) of the Act. “criticgl - «: - -

Service lball require o cash deposit or
the posting of a bond equa! to the
estimated weighted-average amount by

" whicb the foreign market value of the

merchandise subject to this
investigstion exceeds the United States

_price as shown in the table below. This

suspension of liquidation will remain in

. efect until further notice.

+
' Sverage
N Meruhcure /oo Epone ;oryy-
[
[
Owe Naxrw' Nabvwe Mooce & Ao By
Proocs meon § Eapon Comorseor. ®we
A omen } -«
ITC Notification

In accordance with section 733(f) of
the Act. we wili notify the ITC of ou-
determinstion. In additor. we are
making svailable te the ITC all
nonpriviieged and nonconfidential
information relating to this
investigation. We will aliow the ITC
sccess 1o all privileged and conbdental
information in owr files. provided the
ITC confirms that §t will not disclose
such information. sither publicly or
under ap administrative protective
orde:. without the written consent of the
Deputy Assistant Secretary for Impont
Administretion. The ITC will determine
whether these lmports materially injure.
or threaten material injury to. a U.S.
industry before the later of 120 deys
sfter we made our prehiminary
affirmative determination or 45 davs
afier we make ow fine! affirmative
determinstior.
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Public Comment

In sccordance with § 353.47 of ow
Regulstions (19 CFR 353.47). if
requested. we will bold s public hearing
to afford interested parties an
opportunity to comment on thie
preliminary determination at 9:30 am
cn March 12 1888, at the United States
Departmen! of Commerce. Room B-841,
14th Street and Constitution Avenue,
NW.. Washington, DC 20230. Individuals
who wish to participate in the hearing
must submit & request to the Deputy
Assistant Secretary for Import
Administration. Room B-089, st the
above address within 10 days of the
publication of this notice. Requests
should contain: (1) The party’s name,
sddress, and telephone number: (2) the
pumber of participants; (3) the reason
for attending: and (4) a list of the issues
to te discussed.

In addition, prehearing briefs in at .
Jeast 10 copies must bt submitted to the
Deputy Assistant Secretary by March 8,
1986. Ora) presentations will be limited
to issues raised in the briefs. All written
views should be filed in accordance -
with 19 CFR 353.46, within 30 days of
this notice’s publication. at the above
sddress and in at leest 10 copies.
Gilbert B. Kaplan, .
Deputy Assistant Secretary for Import
Admir.istration.

February 11,1986

(FR Doc 86-3515 Filed 2-18-86: 8:45 am
SRLING CODE 3890-D8-8 _ .
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{investigation No. 731-TA-282
(Preliminary))

Candies From the Poople s nopubnc of
China -

Detemnnnhon

On the basis of the record® developed
in the subject investigation, the
. Commission determines. pursuant to
section 733(a) of the Tariff Act of 1930
(19 U.S.C 1673(a)). that there is a
reasonable indication that an industry in
the United States is materially injured? ?
by reason of imports from the People’s
Republic of China of candles of
- petroluem wax, provided for in item
755.25 of the Tariff Schedules of the
United States, which are alleged to be
sold in the United States ‘at less than fair
value (LTFV) . . -
Background o
On September 4. 1885, a petition was
filed with the Commission and the
Department of Commerce by the .
National Candle Association, Arlington.
VA, alleging that an industry in the -
United States is matenally m)ured or
" threatened with material injury, by
reason of LTFV imports of candles of
petrolem wax from the People’'s
Republic of China. Accordingly.
effective September 4. 1885, the .
Commission instituted preliminary
antidumping investigation No. 731-TA-
282 (Preliminary).
Notice of the institution of the
Commission’s investigation and of a
. public conference to be held in .
connection therewith was given by
posting copies of the notier in the Office
of the Secretary, U.S. International
Trade Commission, Washington, DC,

? The record is defined in § 207.2(i) of the
Commission’s Rules of Practice and Procedure (18
CFR 207.2{i)).

# Chairwoman Stern determines that there isa
reasonable indication that an industry in the. United
States is materially injured, or threstened with
materia! injury. by reason of the subject imports.

3 Vice Chairman Liebeler determines that there is
a reasonable indication that an industry in the
United States is threatened with material injury by
reason of the subject imports.

and by publishing the notice in the
Federal Register of September 11, 1885
(50 FR 37065). The conference was held
in Washington, DC, on September 20,
1885, and all persons who requested the
opportunity were permitted to appear in
person or by counsel.

The Commission transmitted its
determination in this investigation to the
Secretary of Commerce on October 21,
1985. The views of the Commission are
contained in USITC Publication 1768 .
(October 1985), entitled *Candles from
the People’s Republic of China:
Determination of the Commission in
Investigation No. 731-TA~-282
(Preliminary) Under the Tariff Act of
1830, Together With the Information
Obtained in the Investigation.”

Issued: October 22, 1965.

By Order of the Commission.
Kenneth R. Masos,

Secretary.
[FR Doc. 85-25825 l-'iled 10-29-85; 8:45 am)
BILLING CODE 7020-03-M

~
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(A-570-804)

hwbumwummm
Peopie’s Republic of China; Initiation
of Antidumping Duty investigation

AQGENCY: International Trade L
Administration, Import Administration,
Commerce. -

AcTON: Notice.

susmany: On the basis of a petition
filed in proper form with the United
States Department of Commerce. we are
initiating an antidumping duty .
investigation to determine whether
petroleum wax candles from the
People's Republic of Chins (PRC) are
being. or are likely to be. sold in the
United States at less than fair value. We
are notifying the United States )
Intemational Trade Commission (TTC)
" of this action so that it may determine

- whether imports of this product are
causing material injury, or threaten
m:lerial l{:fjg' toa Uda.tad 5!:::;”"
industry. investigation »
pormally, the ITC will make its s~
preliminary determination on or before
October 21. 1885, and we will make ours
on or before February 11, 1688.

EFFECTIVE DATE: September 30, 1985,

POR FURTHER INFORMATION CONTACT:
Ray Busen, Office of Investigations.
Import Administration. International
Trade Administration, U.S. Department
of Commerce, 14th Street and

- Constitution Avenue, NW., Washington,
D.C. 20230; telephone (202) 377-3830.

SUPPLEMENTARY ISFORMATION:
The Petition .

- On September 4, 1985, we received a
petition in proper form filed by the - '
National Candle Associstion. an
organization of domestic manufacturers
of petroleum’ wak candles. In
compliance with the filing requirements
of § 353.38 of the Commerce Regulations
{30 CFR 353.36). the petition alleges that

. imports of the subject merchandise from
the PRC are being, or are likely to be.

- gold in the United States at less than fair
value within the meaning Jf section 731 . -
of the Tariff Act of 1930, as amended _
(the Act). and that these imports are
causing material injury, or threaten
material injury. to a United States
industry. United States price was
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derived from price quotes to US.

candles from the PRC. Some prices were'
f.0.b. Hong Kong while other were ci.f.
Prices were adjusted, where :

insurance. and U.S. inland frenghl

Petitioners. alleging that the PRC isa ”°

state-controlled-economy-country,
derived home market prices from -
information.on the home market prices
for petroleum wax candles in Malaysia
in accordance with the provisions of 19

CFR 353.36{a)(8). In selecting Malaysia ° Allegation of Critical Circumstances

as a surrogate country, petitioner : -
considered the following factors:
structure of gross domestic production
and distribution of labor force, urban
population. per capita gross national
product, wage rates, oil production,and
similarity of the candle industry. The
Malaysian home market prices were
obtained by an independent research
firm in Malaysia for high volume -
standard products. The prices represent
offers at the wholesale level from two
Malaysian candle manufacturers. Based
on these figures. petitioner slleges °
dumping margins ranging from 21
percent to 450 percent. -

Initiation of Investigstion

Under section 732(c) of the Act, we
“must determine, within 20 days after a
" petition is filed, whether it sets forth the
allegations necessary for thie initiation
of an antidumping duty investigation
and further, whether it contains_ .
information reasonably available ta the
petitioner supporting the allegations.
We examined the petition on
" petroleum wax candles from the PRC
and have found that it meets the
requirements of section 732{b) of the
Act. Therefore. in accordance with
section 732 of the Act, we are initiating
an antidumping duty investigation to
determine whether petroleum wax .
candles from the PRC are being, or are .
likely to be. sold in the United States at_
less than fair value. )
In the course of our investigation, we
will determine whether the economy of |
the People's Republic of China is state-
controlled to an extent that sales of such”
or similar merchandise in the home
market or to third country markets do
not permit determination of foreign
market value. If it is determined to be &
state-controlled economy. we will then
choose a non-state-controlled economy
surrogate country for purposes of - -
determining foreign market value. If our
investigation proceeds normally, we will
make our preliminary determination by
February 11, 1886. - .

- Scope of Ipvestigation
purchasers from Hong Kong exporters of = -

The products covered by this
investigation are certain scented or
unscented petroleum wax candles made
from petroleum wax and having fiber or
peper-cored wicks, They are sold in the
following shapes: tapers. spirels. and

“straight-sided dinner candles: rounds,
" ‘columns, pillars; votives: and various

wax-filled containers. The products are .
classified under the Tariff Schedules of

. the United States (TSUS} item 755.25,

Candles and Tapers.

Petitioner alleges that critical

- circumstances exist with respect to

imports of petroleum wax candles from
the PRC. We will determine whether
critical circumstances exist with respect
to these imports in our preliminary
determination, and if the investigation
proceeds. in our final determination.

Notification of ITC

_Section 732(d) of the Act requires us
to notify the ITC of this action and to
provide it with the information we used

. to arrive at this determination. We will

notify the ITC and make available to it
all nonprivileged and nonconfidential

"information. We will also allow the ITC

access to all privileged and confidential

_ information in our files, provided it

confirms that it will not disclose such

-information either publicly or under an

administrative protective order without

- the consent of the Deputy Assistant

Secretary for Import Administration.
Preliminary Determination by ITC

The ITC will determine by October 21, .
1085, whether there is a reasonable
indication that imports of petroleum
wax candles from the PRC are causing
materia! injury, or threaten material
injury. to 8 United States industry. If its
determination is negative; the
investigation will terminate; otherwise.
it will proceed according to the statutory
procedures.

September 20, 1085
Gllbert B. Kaplan,

Acting Deputy Assistant Secnlnly forlmpan
Administration. .

(FR Doc. 85-23230 Filed 0-27-65. 8:45 lml
BILLING 'CODE 3519-08-4
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[Investigation No. 731-TA-282 (Preliminary)

Candies From the People’'s Republic of
China

AGENCY: International Trade
Commission.

ACTION: Institution of e preliminary
antidumping investigation and _
scheduling of a conference to be Leid in
connection with the investigation.

SUMMARY: The Commission hereby gives
-notice of the institution of preliminary
-antidumping investigation No. 731-TA-

282 (Preliminery) under section 733(a) of

the Tariff Act of 1930 (19 U.S.C.

1673b(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 the People's Republic of

China of candles of petroleum wax,

provided far in item 75525 of the Tariff

Schedules of the United States, which

are alleged to be sold in the United

States at less than fair value. As

provided in section 733(a), the

Commission must complete preliminary

antidumping investigations in 45 days.

or in this case by October 21, 198S.

For further information concerning the
conduct of this investigation and rules of
general application, consult the
Commission’s Rules of Practice and
Procedure. Part 207, Subparts A and B
(19 CFR Part 207), and Part 201, Subparts
A through E {19 CFR Part 201).

EFFECTIVE DATE September 4. 1985

FOR FURTHER INFORMATION CONTACT:
George L. Deyman (202-523-0481),
Office of Investigations, U.S.
International Trade Commission. 701 E
Street, NW.,, Washington, DC 20438
Hearing-impaired individuals are
advised that information on this matter
can be obtained by cont the
Commission’s TDD terminal on 202-724-
0002

SUPPLEMENTARY INFORMATION:
Background '

This investigation is being instituted
in response to a petition filed on .
September 4. 1985, by the National
Candle Association, Arlington, VA.

Participafion in the Investigation

Persons wishing to participate in this
investigation as parties must file an
entry of appearance with the Secretary

" to the Commission. as provided in
"§ 201.11 of the Commission’s rules {19

CFR 201.11). not {ater than seven (7)
days after publication of this notice in
the Federal Register. Any entry of
appearance filed after this date will be
referred to the Chairwoman, who will
determine whether to accept the late
entry for good cause shown by the
person desiring to file the entry.

Service list -

Pursuant to §201.11(d) of the
Commission’s rules (19 CFR 201.11({d)}
the Secretary will prepare a service list
containing the names and addresses of
all persons, or their representatives,
who are parties to this investigation
upon the expiration of the period for
filing entries of appearsnce. In
accordance with §§ 201.18{(c) and 207.3
of the rules (19 CFR 201.18(c) and 207.3),
each document filed by a party 1o the
investigation must be served on all other *
parties to the investigation (as identified
by the service list), and a certificate of
service must eccompany the document.
The Secretary will not accept a
document for filing without a certificate
of service. '

Conferencs .

The Director of Operations of the
Commission has scheduled a conference
in connection with this investigation for
9:30 a.m. on September 20, 1885, at the
U.S. Interaaticnal Trade Commission
Building, 701 E Street NW., Washington,
DC. Parties wishing to participate in the
conference should contact George L.
Deyman (202-523-0481) not later than
September 18. 188S. to arrange for their
appearance. Parties in support of the
imposition of antidumping duties in this
investigation and parties in opposition
to the imposition of such duties will

- each be collectively allocated one hour

within which to make an oral
presentation at the conference.

Written submissions

Any person sy submit to the
Commission on or before September 22,
1963, & writtea statement of information
pertinent to the subject of the - .
investigation. as provided in § 207.1S of
the Coramissiar’s rule {10 CFR 207.15). A
signed original and fourteen (14) coples
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of each submission must be filed with
the Secretary to the Commission in
accordance with §201.8 of the rules (19
CFR 201.8). All written submissions
except for confidential business data

" -will be available for public inspection
during regular business hours (8:45 a.m.
to 5:15 p.m.) in the Office of the
Secretary to the Commission.

Any business information for which
confidential treatment is desired must
be submitted separately. The envelope
and all pages of such submissions must
be clearly labeled “Confidential
Business Information.” Confidential
submissions and requests for
confidential treatment must conform
with the requirements of § 201.8 of the
Commission's rules (19 CFR 201.8).

Authaority: This investigation is being
conducted under authority of the Tariff Act of
1830, title VIL This notice is published
pursuant to § 207.12 of the Commission's
rules (19 CFR 207.12).

Issued: September @, 1985.

By order of the Commission.

Kenneth R. Mason,

Secretary.

[FR Doc. 85-21683 Filed 9-10-8S; 8:45 am}
BRLING CODE T030-02-4

-
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TENTATIVE CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject : Candles from The People's Republic
of China
CInv. M. : 731-TA-282 (Final)

Date and time: July 16, 1986 - 10:00 a.m.
Sessions were held in connection with the investigation in
the Hearing Room of the United States International Trade Commission,
701 E Street, N.W., in Washington.

In support of the imposition of antidumping duties:

Taft, Stettinius & Holllster--Counsel
Washington, D.C.
on behalf of

The National Candle Association
Thomas K. Kreilick, President, Lenox Candles

Ruben G. Deveau, Vice Pesident - Operations,
Colonial Candle of Cape Cod

~ Wayne W. Donie, Executive V1ce'P?es1dent of
Candle-lite, Inc.

Economic Consulting Services, Inc.
Stanley Nehmer, President
Mark W. Love, Vice President
Julie R. Solomon, Senior Economist

Randolph J. Stayin)
Ann Ottoson King )--OF COUNSEL

- more -
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In opposition to the imposition of antidumpinggguties:

0'Melveny & Meyers--Counsel
Washington, D.C.
on behalf of

The China National Native Produce and Animal By-Products
Import & Export Corporation ("China Native Products
Corp.)

Juang Chang Xiang Ji, China Native Products
Corporation

Andy Warner, Pier I Imports, Inc.
Darwin Bush, Pier I Imports, Inc.
Gary Horlick )

Amanda DeBusk )--OF COUNSEL
Debra Valentine)
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APPENDIX C

LISTING OF THE PROPERTIES OF WAX
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Listing of Properties of wax (in alphabetical order)

Absorption and adsorption

- Adhesiveness or stickiness
Bacterial content

Blocking (self-adhering)
Bursting strength

Candle power

Clarity

Coefficient of expansion

Cold flow

Color

Compatibility with other ingredients
Corrosiveness

Crystalline structure J
Crystallization from solution
Density or specific gravity
Dielectric strength

Ductility

Edibility

Elasticity

Electrical state
Emulsifiability or dispersibility
Feel or hand

Film-surfact continuity and topography
Flash point

Flexibility

Fluorescence

Form (amorphous or crystalline)
Fracture )

Gelling or thixotropy

Hardness

Heating value

Homogeneity

Hygroscopicity

Iridescence

tength (when melted)

Lubricity

Melting point or range
Migration from composition

Odor
Opacity
Overprinting or coating
Penetration into adjacent materials
pH o
Plasticity
Polishing properties
Polymerization
Power factor
Pressure (behavior under)
Purity
Reactivity
Refractive index
Resistance to bacteria and fungi
to radiation
to shock
to temperature
Saponifiability
Setting time
Sheen and reflectivity
Slipperiness
Solubility
Stability to electrical discharges
to light
to oxidation
Sublimation
Surface tension
Taste
Tenacity or coherence
Tensile strength
Toxicity
Transparency
Ultraviolet Screening
Vicosity (molten in solution)
Volume change with temperature
Water repellency
Water-vapor transmission

Source:
pp. ix—xi.

Bennett, Industrial Waxes, Chemical Publishing Co., NY, 1975;
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APPENDIX D

SUMMARY OF INDEPENDENT LABORATORY
TEST RESULTS
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Table D-1.--Petroleum wax Candles: Summary of test results (8/85)
* % Xk »



A-83

Table D-2.--Petroleum wax Candles: Summary of test results (8/85),
% % ¥%--continued. :









UNITED STATES
INTERNATIONAL TRADE COMMISSION
WASHINGTON, D.C. 20436

OFFICIAL BUSINESS

ADDRESS CORRECTION REQUESTED

ADDRESS CHANGE

O Remcve from List

{3 Change as Shown
Please detach address
label and mail to address
shown above.

Postage And Fees Paid
U.S. International Trade Commission

ITC-653



