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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

Investigation No. 303-TA-16 (Preliminary)

LIME OIL FROM PERU

Determination
On the basis of the record 1/ developed in the subject investigation, the

Commission determines, pursuant to section 303 of the Tari 1930 (19

N

U.S.C. § 1303), that there is no reasonable indicatijo a) dustry in the

United States is materially injured, or threat ith erial injury, or

that the establishment of an industry in nited States is materially
retarded, 2/ by reason of imports from Pe§§§§§;§i§§ oil, ovided for in item
452.38 of the Tariff Schedules of th:§§§$§:d S
subsidized by the Government o Peé%i%iig) S Q;ii;;i>
K %@
s fi

,» which\are> allegedly

Background

On May 29, 1985, a he Commission and the

of ndall, Inc., Goulds, FL, alleging

ited S materially injured or threatened with
ty~free imports from Peru of lime o0il which are
S

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 notice in the Office of the Secretary, U.S. International Trade

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

2/ Chairwoman Stern determines that there is a reasonabie indication that an
industry in the United States is materially injured or threatened with
material injury.



Commission, Washington, DC, and by publishing the notice in the Federal Register
of June 5, 1985 (50 FR 23778). The conference was held in Washington, DC, on
June 21, 1985, and all persons who requested the opportunity were permitted to
appear in person or by counsel. The Commission's determination in <this
investigation was made in an open "Government in the Sunshine" meeting\held on

S
July 10, 1985.
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VIEWS OF VICE CHAIRMAN LIEBELER, COMMISSIONER ECKES,
COMMISSIONER LODWICK, AND COMMISSIONER ROHR

On the basis of the record in investigation No. 303-TA-16 (Preliminary),
we determine that there is no reasonable indication that an industry in the

United States is materially injured or threatened with materi injury, or

1/ In particular,

we note the generally robust growth of{the do ince 1983, a
period of generally declining consumptian.\\Moreover, is®no reasonable
indication that imports are a rea i ég% threat e industry given
the positive trends in the cond e dom {ndustry and the

ével eyed by the imports from Peru.

f 1930 defines the term "industry"”
whole of a like product, or those producers
ke product constitute a major proportion of
ion of that product." "Like product" is, in turn,

of the Act as '[a] product which is like, or in the

1/ \Commissioner Eckes finds that there is a reasonable indication of
material injury to the industry but concurs that there is an absence of a
reasonable indication of a causal connection between the condition of the
domestic industry and the subjeclL imports.

Commissioner Lodwick concurs only that there is an absence of a causal
connection between the condition of the domestic industry and the subject
imports.



absence of like, most similar in characteristics and uses with, the article
subject to an investigation . . . ." 2/
The imported Peruvian product under investigation is lime oil made by a

distillation process from the whole fruit of the Key lime. 3/ .The Key lime

used by the Peruvian producers is a small, walnut-sized seeded 1 with a
sharp taste. The Peruvian producers produce no other type of \lj The
bulk of the imported lime oil from Peru is used as la <§§§§ﬁ> verages,
with a small amount used as a flavoring agent in othe ood The information

gathered in the investigation indicates that/ no’ lime oil orted from Peru

was used in perfumes or in cosmetics. 4
Lime oil produced in the United Statesg\is pro

lire found(in ermarkets and

gSse m\the Persian

%6 ruvian producers.
0 cesses: a process

N
available tg'the C ind'c;§§§:§gat the domestic distilled oil is used
almost exclusively as a fra 6>perfumes, with a small amount used as a
k of the domestically produced lime o0il is now
pressed o0il is used primarily as a food flavoring

ggrance in perfumes, with a small amount used as a flavoring in

2/ 19 U.S.C. § 1677(4)(A); 19 U.S.C. § 1677(10).

3/ Citrus aurantifolia Swingle.

4/ Transcript of the conference (Tr.) at 114-15; Report of the Commission
(Report) at A-2-A-4. ‘

S5/ Citrus latifolia Tanaka.

6/ Tr. at 46, 70-74; Report at A-2.

1/ Report at A-6.




beverages. Cold-pressed lime oil apparently cannot be used in cosmetics
because the cold-pressed oils contain certain skin-sensitizers. 8/
Respondents claim that no like product should be found in this

investigation because the lime o0il produced in the United States is produced

imported Peruvian lime oil. 9/

Petitioner claims that its distilled lime oidl, ile identical to the

imports from Peru, is like or most similar the Peruvi product in

the §g§§§§§>from Peru, the

characteristics and uses. 10/
We find that, while there is no pro

lime 0il produced in the United is sufficiently

"most similar in characteristi n oil, and thus is

<

the like product as defined ents’' argument that we

e subject to an investigation

ime oils are made from a different variety

8/Mr. at 114-15; Petitioner's Post-Conference Brief at 8.
9/ Tr. at 119-20; Brief of the Peruvian exporters at 20.

10/ petitioner's Brief at 9-19. The petition had defined the domestic
industry as "domestic processors of lime oil from fresh limes,'" Petition at 2,
which would necessitate defining the like product as including both
cold-pressed and distilled lime oils. In his post-conference brief,
petitioner argued for defining the like product to exclude cold-pressed lime
oil.

11/ 19 U.S.C. § 1677(10) (emphasis added).



imported lime oils are made from the same general type of fruit, are used as a
flavoring agent or fragrance in various products, and are often sold through
the same distribution network of brokers and distributors.

our finding is that there is one like product consisting of all lime oil,

both distilled and cold-pressed, produced in the United States. While the
parties agreed that cold-pressed and distilled oils are ddstinét dpro ts with
different chemical compositions, flavors, fragrances s e note

n
that the same characterization can be made with respe to distilled

Persian lime oil when comparing it to the di‘:‘ned Key 1 0il imported from
ced

é:3f>are produced from the

same species of lime, are marketed through)the sa anne istribution,

and have similar uses, though col : limg>011 a@i;ﬁ@ cannot be used
Co
<

Peru. 14/ Moreover, both domestically produce

in cosmetics. The best informa ssion in fact

suggests that the domestic co ed\Persian li il may be more similar
ey—1ime jﬁizgﬁgn is the domestic distilled
it dxg characteristics. 15/

O\

in use to the distilled

Persian lime oil,( fotwith

t a like product exists and that the
pflessed and distilled lime oil does not
\ing precisely where in the market
Bject imports and the domestic product. See
Je Storage Batteries from the Republic of

ed Persian lime oil is a different product from the Peruvian distilled
Key lime 0il. However, even petitioner conceded that its distilled lime oil
is at least somewhat different in characteristics, flavors, and aroma. Tr. at
47-48; Petitioner's Brief at 11-19.

15/ Cold-pressed oil is used primarily as a food flavoring and as a fragrance
in perfumes, with a small amount used in beverages; distilled Peruvian Key
lime o0il is used almost exclusively in beverages, with a small amount used as
a food flavoring; distilled domestic Persian lime o0il is used almost
exclusively as a fragrance in perfumes, with a small amount used as a food
flavoring. Report at A-4.



Accordingly, while the domestic distilled and cold-pressed lime oils are not
"like" the imported Peruvian product, we find that the domestic lime oils are
both sufficiently similar.in characteristics and uses to the imported product
to be considered the like product. 16/

The domestic industry is thus comprised of the producers oEMime oil in

the United States, which are the petitioner, Parman-Ken 1% Minute
Maid Corp. 17/ &

PN (ﬂ\\\ NN

16/ We note that the like product and mestfhi%;éﬁstry éigination has no
effect on the outcome of this case, and would have ed\ the same result

even if we had defined the like pro o™Mnclude o tically produced
distilled Persian lime o0il. To t separate((dat e available with
respect to cold-pressed and dist ime) 0oil, the ta on cold-pressed oil
generally tend to lend greate he pétitioner than do the data on

distilled lime 0il. Inclusion)of C¢ 0il In the definitions of 1like
product and industry favo : atdons. To the extent separate
data are not available led lime 0il, we are required
by the statute to _ex ports on the narrowest group of
products for wh D U.S.C. § 1677(4)(D). Income-
and-loss and in
generally or fo

‘§~J§érations. Report at A-9-A-14.

d defined t like product more narrowly as
nade determination of no reasonable
SRSy _reasons
& \le;e son of allegedly subsidized imports on the
-\-\-;-'
™

ed only incomplete data to the Commission. We
: primarily on data submitted by the petitioner,
Eiites a major proportion of the total domestic
" of the product. Report at A-3, A-5-A-6.
Petitioner argued that Minute Maid should be excluded from the definition
the domestic industry because it captively consumes all of its production.

E.g., Petition at 2. We note both that the domestic industry is to be defined
in terms of the product it produces, not the distribution channels it employs,
and that Minute Maid in fact sells a portion of its production on the open
market. Report at A-3. See, e.g., 12-Volt Lead-Acid Type Automotive Storage
Batteries from the Republic of Korea, Inv. No. 731-TA-261 (Preliminary), USITC
Pub. 1710 at 5 (1985).



Condition of the domestic industry 18/ 19/
In making a determination as to the condition of the domestic industry,
the Commission considers, among other factors, whether there are declines in

or negative effects on production, sales, market share, profits,

utilization of capacity, cash flow, inventories, employment, wages, owth,

and investment. 20/ S <§2§i§§z>

18/ Commissioner Eckes finds a reasonable indicati at domestic
industry is experiencing material injury, though not by the imports

injury. Further, the income-and-loss data develope y and
presented in the Commission Report "are asha reasonable
measure of profitability on its operation - R Re
A-14. Accordingly, overall establishment d he available
information regarding the industry's fi : > Th
decline in operating income in the £i
A-17. See 19 U.S.C. § 1677(4)(D).
Commissioner Lodwick finds 2
be sufficiently ambiguous that he \wo

investigation had there been -@ & ind o a causal connection
between the condition of the and thels imports. However, in
this investigation, he f¢ u indic, of® a causal connection.

19/ In its post-co nc ri etit gi%i%; eged for the first time that

Id. at

he co ‘o§>-f the industry to
vo tinue the

the establishment the dis led liméoi ustry is materially retarded by
reason of imports f Peru cau defined the domestic industry to
essedand distilled lime o0il, and because the
3\ t lleged distilled lime o0il "industry")
e find that the industry is established
at A-5-A-6; Tr. at 11, 27-28. However,

sales have sharply increased, and capacity

9 been at very respectable levels even though petitioner has

; expanded his distilled lime o0il capacity. Petitioner's Brief at
42-44; port at A-5-A-8, A-11, A-13. Further, unlike a new entrant,
petitioner had been in the business of selling lime oil for years and could
utilize existing customer contacts and distribution infrastructure in
introducing distilled lime oil. Rather than establishing an industry,
petitioner was introducing a new product line which has established a stable
presence in the market.

Commissioner Eckes concurs in this footnote and notes that this issue was
raised at the preliminary conference, and that respondents were thus on notice
that the issue was suitable for discussion in post-conference submissions.

20/ 19 U.s.C. § 1677(7)(C)(iii).



As background, we find it important to note that prior to 1983,
petitioner manufactured only cold-pressed lime o0il. In 1980-83, the
cold-pressed market was being dominated by imports from Brazil and petitioner
decided to enter the much larger distilled lime oil market principally
supplied by Mexico. Accordingly, petitioner invested in equipment to produce
distilled lime oil and in the process greatly increaséd its(c c to

produce lime oil beginning in 1983. The revampin

facilities was not completed until May 1984.

greatly increased its productivity. 21/

limited use because of proble

i an
ti@ this lime oil
profit s-§§:£§ng income, cash flow,
<
the ef investigation. The
ction, shipmgnts, market share,
Y andQ§§§§§§§§%t and wages all increasing
f\@e?‘ covered by the period of
déclining consumption. 23/ Capacity

ally between 1982 and 1984, notwithstanding a

production, they do suggest

and net income have all

While capacity utilization appears to have

e at least in part to further increased production capacity as petitioner

completed revamping its production facilities. 24/ While inventories have

21/ Tr. at 19-22; Report at A-5-A-6.

22/ Due to the small size of the domestic industry, our discussion of these
and other issues relevant to this determination must be in general terms to
avoid disclosure of confidential information.

23/ Report at A-5-A-7, A-9-A-12, A-17; Tr. at 21-22.

24/ Report at A-5-A-6.
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increased substantially during the period of investigation, the increase also
appears to be caused by increased production. 25/
Overall establishment operations also generally reflect a healthy

condition. 26/ Total sales, gross profits, capital expenditures, and

investments in productive capacity all increased over the period of
investigation. Although operating income, cash flow, and nﬁk P

data have fluctuated over the‘course of the investigati

on\the” generally

he condition of

ommission to

< gi 1
requir t
atiot@rial injury by

hsSide ng other factors, (1)
the volume of alleg idize , e effect of such imports on

e u
prices in the United\ States 1} odiict, and (3) the impact of such
g like product. 28/
N\

25/ Cgﬁiare Report at A-5-A-6 with A-8.
26/ To the extent data on such factors as the production or profitability of

production of the like product are not available, we are instructed to examine
the effect of the imports on the narrowest group of products, including the
like product, for which data are available. 19 U.S.C. § 1677(4)(D).

27/ Report at A-9-A-14. We also note that petitioner's lime o0il sales
accounted for a small percentage of establishment sales over the period of
investigation, which suggests that overall establishment data are also limited
in their utility. Id. at A-10-A-12.

28/ 19 U.s.C. § 1677(7)(B).
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While imports from Peru have increased in volume from 130,000 pounds in
1982 to 209,000 pounds in 1984, and have further increased in the most recent

period covered by the investigation, the Peruvian market share has fluctuated

over this same period, and has in fact declined slightly between 1982 and the

Price comparisons are difficult in“this i gatid§§§§§§fail to

establish any indication of a ¢ tg:agh ect imports and the
ene y do not directly

<
eport, "[tlhe

erl%pected end uses of the major

ic %nd importers." 31/ The best
available information indicates é&g§;¥> ually all imports from Peru are used
as a flé(é%é;;iifent in bev . OThese data are consistent with information

in ;ijfiq\\\ t approxi percent of distilled Key lime o0il imported
AN '

condition of the domestic indu

(2]
:
o
pd
o
£
Po
o
=2
o
-
o
g
®
]
o
[
o
(<]

sales each quarter by th

Report/dt A-16-ASIR\ ™
30/ )/)1d. -23. Vice Chairman Liebeler notes that the presence or absence
onfirmed lost sales is not determinative or persuasive on the question of
sal link between allegedly subsidized imports and material injury to the
ic industry. Typically, a subsidized import that is sold in the United
States affects the domestic industry the same way regardless of whether it is
a confirmed lost sale. Although it might be appropriate to inquire whether a
sale by a respondent has been in lieu of sales by the domestic industry or,
alternatively, at the expense of imports from other countries, Commission
information on lost sales is not capable of providing an answer to such a
question because the data are based on a very small and biased sample.
31/ Id. at A-18.
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into the United States from all sources is used as a flavoring agent in
beverages. 32/ Similarly, information gathered during the course of the
investigation suggests that the bulk of the domestic lime o0il was sold for use
as a fragrance in perfumes, with only a small amount sold for use in

beverages. 33/ End-users generally are reluctant to change the t of lime

0il that is used, due to the impact on their often complefcfla r rance

h §$;§§§>

As tually all of

formulae. This reluctance is especially pronounced i

industry, 34/ which predominantly uses Key lime oilY" 3

the Peruvian Key lime o0il is sold in the beve market,

s indicates that
there is no apparent widespread competition bet imports from Peru and

the domestic product due to the inherently ar ristits of the
two products. iﬁiﬁ)

ergizigggiige quality of the
th stilled Persian lime

:¢n{ ’ ey would be reluctant to

additive, except as a component

In addition, some purchaser
distilled Persian lime oil,
0il comes under no Food C
purchase it for useé¢ (in beve es or as

in a blend of ‘iime o . 36/) Whether\t concern is valid or not, we find it
t

to be addi al eyidence §§§§§§§§%>£é a barrier to direct competition
AN
. . at

.N\’

4

it wo significantly change the flavor of their beverage products. One
manufacturer specifically indicated he would be willing to pay a premium price
to continue using the imported distilled Key lime o0il his company currently
uses, and thus avoid having to change product formulae). See also Tr. at 92
(buyer of lime o0il was willing to pay twice as much for a given o0il to obtain
specific flavor and aroma characteristics).

35/ Tr. at 109-11; INV-1-147 at 1.

36/ Tr. at 100-06; Peruvian Brief at 18-20; INV-I-147 at 2.
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between the imports and the domestic product that is caused by the
ch#racteristics of the products and not by the presence of the imﬁorts.

With respect to price trends, petitioner entered the market with
significant quantities of distilled lime o0il in 1983 at prices well below that
of the imports from Peru. 37/ Once petitioner's product sett into the

market at the end of 1983, the price of imports from Peru

systematically reduced to narrow the price premiu Peruvian

distilled Key lime o0il compared to the price charged\ for “the estic

product. 38/ This undercuts petitioner's gation of price sugpression. In
addition, petitioner's gross margin, which the relationship between
the value of price of sales and the ;§§§§§§ goo0 old c y increased for
both lime o0il and overall establi %:@tioas t e fiscal year
ending March 31, 1985. This ind v e j §§;;9

pr not suppressed
&°

g€ ovement of prices for the subject

for the domestic product. Prices

stilled lime wil the imports from Peru have generally

relative to costs. 39/
We also find no
imports as compared wit

of both domestic

tigation, but prices of each have fluctuated

ithout moving in tandem. Prices for

/ 1r. at 20.
38/ Report at A-17-A-23.
39/ Id. at A-10-A-14.

/ Id. at A-18-A-23.
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Accordingly, in light of the decreased market share of the imports from
Peru, the lack of confirmed lost sales, the absence of significant competition
between the domestic product and the imports, and the increase in domestic

sales and market share while the market share of the imports from Peru

declined, we find no reasonable indication of a causal link between

subsidized imports

The "threat of material injury"”
relief under the countervailing duty injury

4 amends
Qi;ﬁ§ ubparagraph, §
C ission shall

S

threat of material injury. { s the Act are generally

occurs. 41/ Section 612(a)(2)(b) of
title VII of the Tariff Act of 1930
771(7)(F), which lists a series o

consider, among other relevan

those which the Commission h iti ﬁézizsb sidered in making
determinations dn thr of teri 1<§;§§hy. In addition, the Act provides

fial injury "(s)hall be made on the

upposition.” 42/ Our consideration of the factors set forth in
the Acb leads us to conclude that the record does not provide us with a
reasonable indication that a threat of material injury is real and that actual

injury is imminent.

41/ 3. Rep No. 249, 96th Cong., lst Sess. 89 (1979); H.R. Rep. No. 317, 96th
Cong., lst Sess. 47 (1979).
42/ 19 U.S.C. § 1677(7)(F)(ii).
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Imports from Peru have increased in absolute terms during the period of
investigation. tHowever, much of the increase went into importers’
inventories, causing these stocks to grow considerably. 43/ Nonetheless,

there has been no "[r]apid increase in United States market penetration,"

section 771(F)(I1I), but rather a decline in penetration 44/ sin the highest

level of penetration by imports from Peru in 1982. 45/ <%he b £
increased volume of imports from Peru took place i 8 i3¥;¥35> domestic
6/

industry continued to increase its market share. 46

Moreover, the increase in import volumé friom Peru b een 1982 and the

most recent period covered in the invesgtigatior gars to due to temporary
factors. Specifically, the climatological phenomenon k <§§§§;§§El Nino,"
which caused a dramatic rise in rajnt in tke limeQiiT;§l2 regions in Peru,
dramatically increased fresh li e "El Nino" further

caused a sharp decline in

in .
%Q
g§§i§ 1984, which in turn

i
caused a downturn in d g 0 se as a condiment, the

primary market f fresh . e factors caused a massive
diversion fresh\ himes the‘zfgzggéjng market where they were processed
0
) s this lime oil which caused the sharp increase in
giZ;> he United States in 1984 and early 1985. 47/ It is predicted that

43/ Report at A-14-A-16.

44/ The penetration ratio measures the ratio of all imports, whether shipped
to markets or going into importers' inventories, versus apparent consumption.
45/ Id. at A-17; Confidential Staff Chart of Distilled Lime 0il Import
Penetration.

46/ Id. at A-17.

47/ In fact, the percentage of Peru's production that was exported to the
United States in 1984 was lower than the percentage of procduction exported to
the United States in 1983. Id. at A-15.
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these climatological effects will not recur for approximately 300 years. 48/
It is further anticipated that lime oil production in Peru in 1985 will

decline to below 1982 levels. 49/ Accordingly, we find that this phenomenon
is not likely to recur and that imports from Peru are not likely to increase.

Finally, the threat could not be considered real and immine As noted

above, imports from Peru and the domestic industry satisfy differe ents

of the market demand for lime oil due to their differing (cka
Purchasers are reluctant to change formulae to acc te those differing
characteristics. Therefore, even if imports to increase, they

would have little impact on those segments of et served by the

domestic industry.

There thus is no reasonable thqs>the s real and

material injury is imminent. E?E

Eﬁvian brief at 46-47.
e§> id receive in early February 1985 an
vernment to sell to petitioner a
an open-ended monthly basis. It would be
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UVIEWS OF CHAIRWOMAN PAULA STERN
On the basis of the record in investigation No. 303-TA-16
(Preliminary), I determine that there is a reésonable

indication that an industry in the United States dis materially

injured or threatened with material injury by reas of imports

petitioner's inability to obtain orders it roduct in

1985; (2) the sudden and precipitous
the apparently higher quality.Peruvy
fell to or below the price O;Q§€§$;f
quality product; and (3) ' oker who placed
an order for a signifi -gfiéggén titioner's product

refused delivery d s at it posed by imports.
Like producf:gﬁégihe ‘StiQf§§§§§§iy
)
Secti 771(\@) o% riff Act of 1930 defines the
th

oQ stic producers as a whole of a like

efs whose collective output of the like

bn the price of
in 1985, which

y lower

Q

ter industr
or those
stit major proportion of the total domestic

ion of th product." 1/ "Like product" is, in turn,

defined by section 771(10) of the Act as "[a] product

which is like, or in the absence of like most similar in

characteristics and uses with, the article subject to an

investigation . . . ." 2/

1/ 19 U.S.C. sec. 1677(4)(A).
2/ 19 U.S.C. sec. 1677(10) (emphasis supplied).
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The Commission has defined "like" to mean "substantially
similar in characteristic and uses." Thus products do not have
to be identical or completely substitutable to be considered

"like." However, they must demonstrate substantial similarity

in characteristics and substantial interchangeability.
The imported Peruvian product under investigatloOn

Q

1imes; most

0il distilled from the whole fruit of the ke of the

lime o0il produced domestically is made fr

of it is distilled, but some is cold-pressed. itioner

maintains that the domestically-produce sian lime oils are

"like" the key Time oil lmpor‘ted(\;\t\QQg§>
fact that they are made fromdi 'nt@pecn. imes.
However, it maintains that m§§§xp rs$ed S;;ﬁillpd lime oils
are not "like". Respondent <f5<§g>tha zgzéas;essed and

distilled lime oils

with the assertion th
lime oil.

Thits the L'1ike prod

of the

ke t\disagree vigorously

key%%l is "like" the Persian

i¢sues presented in this

‘here a domestic product that is

imported distilled key lime oil; (2) if not, what
tically-produced Persian lime o0il is "most similar" in
characteristics and uses to the imported product.
Specifically, is the "most similar" domestic product distilled
or cold-pressed Persian lime oil, or both?
The fragrance industry distinguishes lime 0il both by the

species of lime from which it is made and by the production
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process with which it is made. This investigation involves two
distinct species of lime- -the "key" lime, which is grown in
Peru, Mexico, and other major lime oil exporting countries,

except Brazil. The other species, which is referred to as the

"Persian" lime, is grown in less tropical locations--—

specifically, in Brazil and the United States.Qé/ I &
e

to botanical and chemical differences in ¢ <§§§§>

major commercial difference between the vil f t two limes

is that the key lime o0il has a disti ly shar and tangier
flavor than the Persian lime oi az§§2§;i§§er aroma. 4/

Many end-users in the Food%éiéggrin nd e e sector

3 gizgﬁmately 75

e% ime o0il,

of the market—-—-a sector whi

percent of the overall ms

the Persian lime
6§§§%> cise extent of consumer
lime QAIN\d he beverage and food

e
we/ know . th significant part of this

apparently because it
oil. 5/ - Although
preferences f the

flavorin ect

%

manufacturers of soft drinks,
ical reasons are locked into using

lime o0il.

/ U.S. production of limes apparently concentrated in the
;E§§S of Florida. Petitioner generally sells only distilled
Persian lime o0il; the only other domestic producer makes
cold-pressed Persian lime oil.

4/ Report, A-2, n.4; Haro & Foss, "Comparative Study of the
Essential Oils of Key and Persian Limes", quoted in
respondents' brief at 6. .

5/ See Report at A-24, n.1; Transcript of Staff Conference
(Tr.) at 77. Another apparently inhibitive factor is that the
petitioner's product used alone does not satisfy the "CODEX"
standards. See July 9, 1985, Memorandum from Director, Office

of Investigations to the Commission (INV--I-147) at 3-4.
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The main use for which we know there is some
substitutability between key and Persian lime oil is in the
making of blends, because small amounts of either may not be
strong enough to affect negatively the overall flavor of the
blend. 6/ 1In addition, it appears that both could ¢ ete
directly with respect to the development of né& flav mulas
or new products. 7/ Nevertheless, based n <§§§§> ation
currently on the record, I find that these oduckxs clearly are

not substantially similar in charac

istics (characteristics

er, while there is
substantial. Thus,
e" products. 8/
se d distilled

8e n e

by which the lime

Wf§§§§§bt on the taste of the
s

that are significant commercially).

some degree of overlapping uses,

I find that key and Persia
The second issue is

lime oil are "like"

0il is produced h

lime o0il. There are\xwo mi%%S;g?} ses: the "cold-pressed"
. at ;

/ Sege Report at A<33;
/ J 9

6
2

roblem in this investigation is that
e used in the same general end-use

bevérages--even the same product--does not necessarily mean
that they are substitutable. The fact that they are sold
through the same brokers alone is not relevant. This
particular industry is characterized by a wine-connoiseur-like
attention to nuances in flavor, and expensive formulas that
reflect the exacting balancing of flavors and aromas. I believe
that the distinctions raised by the parties are realistic and
go a long way toward understanding the marketing of these
products.
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method and the "distilled" method. The key distinction between
the two methods is that the application of heat results in
changes in chemical composition, flavor and aroma. 9/
Cold-pressed 0il has been described has having "a very quiet,
subtle type of flavor." 1In contrast, the distille ime oil 1is
characterized by its aroma. As petitioner testiffG ey
just have completely different qualities e o110/

ics d ‘Uses between

The substantial differences in charact

Therefore, since distill »nd<§old— oil are not

substantially similar in—s S f§2i2<> ses, I find that
ille ' 1]§~ hey from key or

sed is able to enjoy
dd@._l_y
ozgg

u{%%%?i}%ucts us that, even in the
oduct§§§§§> ust define the domestic

terms of ction of a product that is "most
charac it¢s and uses" to the imported

Report at A-3.

Testimony of Mr. Kendall, President of petitioner, Tr. at
All of the parties agree that cold-pressed and distilled
0ils are separate products. Although I do not believe
that the parties' position should necessarily dictate the
Commission's findings.

11/ Id., n.1 and Economist's notes of phone conversation with
[confidential].

12/ See n.2 supra.
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The information on the record indicates one area in which
the marketing of the imported oil and domestically-produced oil
overlap. Given a large enough price spread between the price
of petitioner's distilled Persian oil and that of imported

distilled key 1lime o0il, the petitioner's product can belJsold to

use in making a blend of lime oils. 13/ Such bTend
used in many of the applications in which di

called for. Similarly, according to one expe

encourage the deuvelopment of new f° ~f that
incorporated petitioner's pr that the

domestically-produced prod

and uses to the imported——

Persian lime oil. Adeo th estic industry consists
solely of the stilledN\lime oi ions of the petitioner,
Par‘man«K@( K). Q

<

Conditien e Domesti stry 15/
N\

competition posed by imports of cold-pressed Persian lime oil

omatime 1983, P-K sold only cold-pressed

Petitione aims that in response to import

from Brazil, and in an attempt to enter the substantially

larger market for distilled lime o0il, it decided to switch

13/ See n.6 supra; Tr. at 20.

14/ See n.7 supra.

15/ Since this investigation involves only one domestic
company, much of the following analysis is necessarily general
in order to avoid use of confidential information.
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Persian lime o0il. 17/ It also decided to expand capacity both
in anticipation of participating in the growth of the market
and to reduce costs.

In 1983, after P-K switched to the distillati process,

w0

production and shipments of the distilled prdéduc ased

significantly over production and shipme e
product in 1982. 18/

In 1984, P-K increased capaci very substantially. Both

|d—-pressed

production and shipments increased ntially over that for

1983. However, as P-K has indisated p

far short of production,
inventory. 19/ Capacit

) 2 d oNn d o °
(R
substantially. In the ay g§3g9-=riod, production and

shipments decline ~g;2 the corresponding

o
period of 1<§Eﬁyan en f-p ventories remained high.

ed\Jime o0il but intends it to be only
I& currently sells a little

O
cold/fpre
) .afz\BféﬁS

ction p s he designed for Parman-Kendall resulted
eptable" oil. However, it appears that petitioner's oil
s not gained significant acceptance in the marketplace. One
ert testified that producers in Brazil made an effort to
produce distilled Persian lime o0il before petitioner did, but
that the Brazilian product was not a success. See n.7 supra.
18/ The figures utilized in the following discussion were
taken from the Staff Report. When data in the Staff Report
reflected inclusion of the domestic producer of cold-pressed;
data contained in petitioner's questionnaire were used.
19/ [Confidential].
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We do not have isolated profitability data for interim
1985, when shipments declined and capacity utilization fell
dramatically. Nevertheless, it is reasonable to assume that

profitability may well be declining due to: (1) demonstrated

declining shipments in interim 1985; (2) the lack of orders
booked for sales of distilled oil in 1985; and>
production and capacity utilization due t h

inventory overhang, which will increase gpe in osts.

Petitioner, in expanding capaci made a ry substantial

itures—~d3n 1984, P-K

ri @ime oil to

o @pnerq&éﬁ%ﬁ%ﬁir return on
sQ om Peru have

i§§§§§§ sary and projected

price. 21/ ' G?i§§
The information rrent1ﬁ§§§§> record indicates that P-K
already 1% experdencing s mgigiﬁncations of economic

f%ing capacity utilization, lack of

investment in facilities and capital
argues that it must maintain a re nable

continue to meet its expen

its investment. 20/

diminished its ability at

ysts/believe to be adequate for this kind of by-product
op tion. Nevertheless, a further decline in profitability
appears to be imminent in its fiscal 1985 year. 22/ Thus,

P-K's arguments as to how its performance is or will be

/ See Report at A--19.

/ Id.

/ The latest period for which we have profitability data is
1 fiscal year 1984, ending in March 1985,
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affected by imports from Peru is plausible and reasonable.
Without further information, I cannot dismiss this argument at
this preliminary stage.

Reasonable indication of material injury by reaséh of imports
from Peru

This investigation is relatively unusugl i

involves a single domestic producer that

small percentage of total lime oil co

United States 23/ who is attempti o breakinto the U.S.

market for distilled key lime oil- ket traditionally

dominated by imports from Mex1 an I§§§§§af1on i
. b .nqs s p@giggib s encountering
i ~ parti

large soda

MU14€§é9 elr product to use
distilled key 1i [ 208 <g§§§g producers, the costs of
the lime oi co;§§§$> S;;Sﬁ that even if P-K's price
was vepy fa they?ﬁéi%b ave little, if any, incentive
to tch to pe dme oil. 25/ Thus, it appears

ear tha erally will continue to experience
tigs i g into this fast-growing segment of the

On the other hand, despite the unacceptability of its

oduct to many end-users in the market, petitioner has

increased sales, and satisfactorily supplies some end-users.

23/ Report, Table 11.

24/ See n.5 supra; Tr. at 76.

25/ Other concerns are the cost of reformulating the product
and--as the recent experience of Coca Cola demonstrates--—
satisfying consumers by maintaining a consistency in taste.
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Even if this is a relatively small niche in the market, it 1is
significant relative to petitioner's capacity and the magnitude
of its shipments.

The major conceptual difference between my analysis and

that of may colleaques apparently is that, to me, the\hecessary
focus of our analysis is the effect, if any, oflthd (s
imports on the domestic producer, rather th t all

market. Looking at the éuerall market, it e\ cle that there

has been little direct competition b »en the titioner's

product and imports from Peru. 26/ 1 from Peru

historically have been sold on1y<;§§§> 3 foodK(f
) @i?bbemeam1Q§f§§D
a!‘, In nt t,
S
distilled o0il is sold : , se i@zp. mes--a submarket
ﬁgng;
e

beverages, a submarket that ble to sell

into in any significant ame petitioner's

in which imports of @i ey from Peru have not
§€§:§> h it admits has been

of é@i?& orts from Peru during the

) khat P-K's sales were concentrated

those the imports are in--the

AN
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