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Introduction

On October 10, 1980, at the direction of the President, the United States
Trade Representative (USTR) requested that the United States International
Trade Commission prepare a background study on the economic structures and
international trade patterns of the United States, Canada, Mexico, and other
North American countries. Accordingly, on November 13, 1980, the United
States International Trade Commission instituted investigation 332-119,
Background Study of the Economies and International Trade Patterns of the
Countries of North America, Central America and the Caribbean. This
investigation will provide materials for incorporation into the USTR response
to section 1104 of the Trade Agreements Act of 1979, which directs the
President to:

. « . study the desirability of entering into trade agreements with
countries in the northern portion of the western hemisphere to promote
the economic growth of the United States and such countries and the
mutual expansion of market opportunities and report to the Committee on
Ways and Means of the House of Representatives and the Committee on
Finance of the Senate his findings and conclusions.

The United States International Trade Commission investigation on the
economies and trade relationships of North American countries will be
incorporated into the President's report to Congress, as chapters III and IV
of the outline that was developed by the Trade Policy Staff Committee (TPSC).
Primary emphasis is given to the economies and trade relationships of the
three largest North American economies: The United States, Canada, and
Mexico; however, the report also covers Central America and the Caribbean
(excluding Cuba) to a limited extent. 1/

This report was prepared principally in the Commission's Office of
Economics, which analyzed economic output, price levels, resource endowments,
labor characteristics, capital and investment, infrastructure, taxes and
governmental regulations, patterns of merchandise trade, exchange rate trends,
and the present degree of trade integration in the North American market. The
Office of Industries contributed analyses of key industrial sectors and growth
areas for North American exports.

This report was principally prepared by Martin F. Smith, Barbara G.
Norton, Hilliard H. Goodman, Patricia G. Marx, Bruce Guthrie, and Norman Elrod.

1/ Central America includes Belize, Costa Rica, El Salvador, Guatemala,
Honduras, Nicaragua, and Panama. The Caribbean includes the Bahamas,
Barbados, the Dominican Republic, the French West Indies (Guadeloupe,
Martinique, northern St. Martin, and lesser islands), Haiti, Jamaica, the
Netherlands Antilles (Curacao, Aruba, Bonaire, Saba, St. Eustatius, and
southern St. Martin), and Trinidad and Tobago. Bermuda, the Cayman Islands,
the Turks and Caicos Islands, and the Leeward and Windward Islands (St.
Christopher-Nevis-Anguilla, the British Virgin Islands, Antigua, Montserrat,
Dominica, St. Lucia, St. Vincent, and Grenada) are also included where
indicated. While recognizing that there are differences among countries, we
have shown some of the data for Central America and the Caribbean in

aggregated form to simplify the presentation. In many cases, data for
individual countries are available in the original source material. 1






CHAPTER III

THE BROAD ECONOMIC CONTEXT OF NORTH AMERICAN RELATIONS:
COMPARATIVE ANALYSIS

Comparisons of Economic Output, Population, and Per Capita Income

The following sections describe economic output, population, and per
capita income levels and trends for the United States, Canada, Mexico, Central
America, and the Caribbean. 1/ Changes in the composition of economic output
for all areas are discussed and more detailed information for the United
States, Canada, and Mexico is provided.

Economic output and per capita income

In 1978, the United States accounted for about 87 percent of the combined
gross national product (GNP) of the United States, Canada, Mexico, Central
America, and the Caribbean. Canada and Mexico followed with 8 and 4 percent,
respectively, of the region's total GNP.

Per capita GNP was much higher in the United States and Canada than in
the rest of the region, reaching $9,728 in the United States and $8,242 in
Canada in 1978 (table III-1). Mexico's 1978 per capita GNP ($1,290) was much
nearer levels in Central America and the Caribbean.

Canada led the region in rate of GNP per capita growth during 1960-78,
achieving an average annual growth rate of 3.5 percent. Mexico's GNP per
capita grew at an average annual rate of 2.7 percent, and GNP per capita
growth rates for the United States, Central America, and the Caribbean were
2.4, 2.3, and 1.9 percent during this period.

1/ This report does not include information on Cuba. Cuba is a nonmarket
economy country and a member of the Council for Mutual Economic Assistance
(CEMA) which includes the Soviet Union, Poland, East Germany, Czechoslovakia,
Hungary, Romania, Bulgaria, Mongolia, and Vietnam. In 1979, Cuba conducted
88.5 percent of its total world trade with other CEMA countries (80 percent
with the Soviet Union), and the remaining 11.5 percent with Western
countries. These shares were somewhat atypical; over the past 5 years,

Cuba's trade with other CEMA countries has averaged about 75-80 percent of its
total trade, and in 1980 trade with CEMA countries is estimated to have
accounted for approximately 70 percent of Cuba's total trade. The volume of
Cuba's trade with the West is highly dependent upon world sugar prices--the
higher world sugar prices, the more Cuban exports to the West. Other Cuban
exports include citrus fruits and nickel (Cuba is the world's 4th largest
nickel producer).

In 1979, Canada's imports from Cuba totaled $91 million; exports were $220
million. Mexican imports from Cuba in 1979 totaled $5 million and exports
were $35 million. Mexican imports from Cuba in 1980 are expected to be
somewhat more than $5 million owing to large Mexican purchases of Cuban
sugar. The United States exported $298,823 worth of goods to Cuba in 1979;
imports totaled $152,338. U.S. trade with Cuba has been under an embargo 3
since February 7, 1961, when President Kennedy, acting under the authority of
Section 602(a) of the Foreign Assistance Act of 1962, as amended, issued
Presidential Proclamation 3447 that declared the embargo. A limited amount of
trade is allowed under special permits of the U.S. Department of Commerce and

U.S. Department of the Treasury.



Table III-1.--Gross National Product (GNP) statistics for the United States,
Canada, Mexico, Central America, and the Caribbean and selected Central
American and Caribbean countries

Average annual
growth rate of
GNP per capita,

GNP per

Country and region capita, 1978

GNP in 1978

: : : 1960-78
: Billion : :
H dollars : : Percent
United States : 2,127.6 : $9,728 : 2.4
Canada : 193.7 : 8,242 : 3.5
Mexico-—-- : 86.4 : 1,290 : 2.7
Central America 1/--------- : 18.5 : 876 : 2.3
Guatemala- ] 6.2 : 910 : 2.9
El Salvador : 2.9 660 : 1.8
Honduras —_— 1.7 ¢ 480 : 1.1
Nicaragua : 2.0 : 840 : 2.3
Costa Rica—- : 3.2 ¢ 1,540 : 3.3
Panama—- : 2.4 ¢ 1,290 : 2.9
Other Central America--—3 .1 2/ 2/
Caribbean 3/ : 12.8 : 876 : 1.9
Dominican Republic—-—————3: 4.7 - 910 : 3.5
Haiti : 1.3 260 : .2
Jamaica —— ‘2.4 1,110 2.0
Trinidad and Tobago————-- : 3.3 : 2,910 2.2
Other Caribbean-------- — 1.1 ¢ 2/ /

1/ Central America includes Guatemala, El Salvador, Honduras, Nicaragua,
Costa Rica, Panama, and Belize. Totals for Central America were estimated
from available data.

2/ Not available.

3/ The Caribbean ‘includes the Dominican Republic, Haiti, Jamaica, Trinidad
and Tobago, Guadeloupe, Martinique, the Netherlands Antilles, Barbados, the
Bahamas, and the Turks and Caicos Islands. Totals for the Caribbean were
estimated from available data.

Source: World Development Report, 1980, World Bank; International Financial
Statistics, International Monetary Fund. ' ‘




PoEulation

Table III-2 shows population in 1979, population growth rates, and
projected population for the United States, Canada, Mexico, Central America,
and the Caribbean. In 1979, the United States population was nearly 221
million, about 63 percent of the region's population. Mexico ranked second,
Canada third, followed by Central America and the Caribbean.

Population growth slowed during 1970-78, compared with 1960-70, in most
areas; average annual population growth slowed from 1.3 percent to 0.8 percent
in the United States, from 1.8 percent to 1.2 percent in Canada, and from 3.0
percent to 2.9 percent in Central America. However, in Mexico and the
Caribbean average annual population growth in both periods remained unchanged
at 3.3 percent for Mexico and 2.1 percent for the Caribbean.

From 1980 to 2000, the regional population is expected to increase by
nearly 30 percent. As seen in figure III-1, estimates for Mexico show the
greatest increase, accounting for 20 percent of the regional total in 1980 and
25 percent by 2000. In 1980, Mexico's projected population was about 30

percent of that of the United States; by 2000, it is estimated that Mexico's
population will be nearly half as large as the U.S. population.

Growth and composition of economic output

Table III-3 describes the growth and composition of gross domestic
product (GDP) for the United States, Canada, Mexico, Central America, and the
Caribbean. For most countries, average annual GDP growth rates were lower in
1970-78 than in 1960-70. Mexico and Central America had higher GDP growth
rates than the United States and Canada. In 1960-70, Mexico grew at an annual
average of 7.2 percent; Central America, 6.0 percent; Canada, 5.6 percent; and
the United States, 4.3 percent. In 1970-78, Mexico grew at an annual average
of 5.0 percent; Central America, 5.1 percent; Canada, 4.4 percent; and the
United States, 3.0 percent.

United States and Canada.--In the United States and Canada, the services
sector accounted for a larger portion of GDP in 1978 than in 1960, growing
from 58 to 63 percent in the United States and from 60 to 65 percent in
Canada. Shares of agricultural and manufacturing sectors were lower in 1978
than in 1960. From 1960 to 1978, the manufacturing sector, as a share of
total GDP, fell from 29 to 24 percent in the United States and from 23 to 19
percent in Canada. Nonmanufacturing industry 1/ in both countries grew
slightly relative to other sectors in 1960-78, rising from 9 to 10 percent in
the United States and from 11 to 12 percent in Canada.

Mexico, Central America, and the Caribbean.--In Mexico, Central America,
and the Caribbean both manufacturing and nonmanufacturing industrial sectors
assumed a larger share of GDP in 1978 than in 1960, while shares of
agricultural and services sectors declined. Interestingly, by 1978, Mexico's
manufacturing sector supplied a larger portion of total GDP (28 percent) than
manufacturing sectors of the United States (24 percent) and Canada (19
percent). Manufacturing sectors in Central America and the Caribbean also
accounted for larger shares of GDP in 1978 than in 1960, rising from 14 to_l17
percent in Central America and from 17 to 18 percent in the Caribbean. Im

spite of trends in structural change, the agricultural sector forms a much

1/ Includes mining, construction, and utilities (electricity, gas and water).



Table I11-2.—Population statistics for the United States,
Canada, Mexico, Central America, and the Caribbean

Average annual growth : *Projected population

c . :Population ¢ rate of population ¢
ountry and region in 1979 - . -
. S 1960-70 . 1970-78 ; 1980 2000
: Millions : Percent : Percent :Millions : Millions
United States————-—- -1 220.58 1.3 ¢ 0.8 : 225 252
Canada H - 23.69 1.8 : 1.2 ¢ 24 28
Mexico : 69.38 : 3.3 : 3.3 : 70 116
Central America 1/---: 21.97 : 3.0 : 2.9 @ 23 : 38
Guatemala—--——----—- — 7.05 : 2.8 : 2.9 7 : 12
El Salvador-——---——- : 4.66 : 2.9 : 2.9 5 : 8
Hondurag——====—==—31 3.56 : 3.1 3.3 : 4 7
Nicaragua—-——----—- : 2.48 : 2.9 : 3.3 : 3: 5
Costa Rica------—- -3 2.19 3.4 : 2.5 2 23 3
Panama : 1.88 : 2.9 2.6 : 2 : 3
Belize : 2/ .15 3/ : 3/ : 3/ : 3/
Caribbean 4/---------: "14.90 @ 2.1 : 2.1 : 14 24
Dominican Republic-: 5.28 : 2.9 : 2.9 5 : 9
Haiti s 4,92 ¢ 1.5 ¢ 1.7 ¢ 5 : 8
Jamaica : - 2.16 @ 1.4 ¢ 1.7 2 : 3
Trinidad and Tobago: 2/ 1.15 : 2.0 : 1.2 1: 2
Guadeloupe------- —: 2/ .33: 3/ : 3/ : 3/ : 3/
Martinique-——-----—-: 2/ .33 : 3/ : 3/ : 3/ : 3/
Netherlands : : : : :
Antilles—------- : .26 3/ s 3/ 3/ 3/
Barbados-—-—---=== —: .25 3/ : 3/ 3/ : 3/
Bahamas : .22 3/ 3/ 3/ : 3/
Turks - and : : : : : :
Caicos Islands—-: 2/ .01 : 3/ : 3/ : 3/ 3/

1/ Central America 1nc1udes Guatemala, El1 Salvador, Honduras, Nicaragua,
Costa Rica, Panama, and Belize. Totals for Central America were estimated
from available data. »

2/ Estimated from available data.

3/ Not available.

4/ The Caribbean includes the Dom1n1can Republic, Haiti, Jamaica, Trinidad
and Tobago, Guadeloupe, Martinique, the Netherlands Antilles, Barbados, the
Bahamas, and the Turks and Caicos Islands. Totals for the Caribbean were
estimated from available data.

Source: World Development Report, 1980, World Bank; International Financial
Statistics, International Monetary Fund.
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larger share of total GDP for the developing Central American and Caribbean

countries, and even for Mexico, than for the more industrially developed
United States and Canada.

National accounts statistics for the United States, Canada, and
Mexico.--Table III-4 shows 1970-79 GNP 1/ in 1975 prices and other national
accounts statistics for the United States, Canada, and Mexico. 2/ Real GNP
(in 1975 prices) in 1970-79 rose 33 percent in the United States and 26
percent in Canada, but fell 12 percent in Mexico. In 1979, GNP in 1975 prices
was $1,820.4 billion in the United States, $162.1 billion in Canada, and $52.7
billion in Mexico.

During 1970-74, the GNP for Canada and Mexico grew faster than it did for
the United States, real GNP grew 28 percent in Canada, 26 percent in Mexico,
and 13 percent in the United States. However, in 1975-79 real GNP rose 19
percent in the United States and fell 0.4 percent in Canada and 33 percent in
Mexico. 3/

Exports as a share of GNP rose in all three countries during 1970-79.
Canada had the highest ratio of exports to GNP in 1979 (28.6 percent),
followed by Mexico (11.6 percent), and the United States (9 percent).

Government consumption as a share of GNP in 1979 was highest in the
United States (20.1 percent), next highest in Canada (19.7 percent), and
somewhat lower in Mexico (11.5 percent). During 1970-79, the ratio in the
United States trended slightly down, and in Canada a slight rising trend was
apparent. In Mexico, Government consumption as a share of GDP rose
considerably, from 7.8 percent in 1970 to 11.5 percent in 1979.

Private consumption as a share of GNP remained fairly steady in the
United States and Canada during 1970-79, reaching 63.7 percent in the United
States and 57.8 percent in Canada in 1979. In Mexico, private consumption as
a share of GDP fell from 74.2 percent in 1970 to 62.1 percent in 1979.

In 1979, GNP per capita in 1975 prices was $8,253 in the United States,
$6,841 in Canada, and $760 in Mexico. As seen in figure III-2, real United
States per capita GNP fell below real Canadian per capita GNP in 1974
and remained close to Canadian values in 1975 and 1976. During 1976-78, real
Canadian GNP per capita dipped sharply and real GNP per capita in the United
States began a rising trend. In 1978, real GNP per capita in Canada began
(and in the United States continued) to rise gradually. Real Mexican GDP per
capita showed very little change during 1970-75, fell more than 38 percent in
1976 (when the dollar/peso exchange rate changed) and then held fairly level
during 1977-79.

1/ For Mexico, GDP is used instead of GNP.

2/ Gross national product equals gross domestic product plus the income
accruing to domestic residents arising from investment abroad less income
earned in the domestic market accruing to foreigners abroad.

3/ The sudden sharp fall in the dollar value of Mexico's GDP was largely a
result of exchange rate changes. An exchange rate of 12.5 pesos per dollar
was maintained until 1975. Spurred by accelerating inflation, the rate was
increased to 19.95 pesos per dollar in 1976. Further increases occurred in
1977 and 1979. 1If the earlier exchange rate had been used, real Mexican GDP
would have shown an apparent increase of nearly 22 percent in 1975-79.
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Mexico, 1970-79

Table III-4.--Selected national accounts statistics for the United States, Canada, and

GNP 1/
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.

8.2

661
690 :
755 :

36.2
41.0 :

33.5 ¢
International Financial Statistics, International Monetary Fund; Monthly Bulletin of

Statistics, February 1980, United Natioms.

1/ For Mexico, gross domestic product.

2/ Estimated.

1979------===-1

1970---=====—2
197 1=—--==-——=2
1972---=—===—1
19732
1974--—=======:
1975-——-======2
1976~=======—:
1977 -—===m====3
1978-—===~—=—:
Source:

Mexico:
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Price Levels and Inflation

Inflation rates

North American inflation 1/ rates accelerated dramatically in 1970-78,
compared with 1960-70, more than doubling in the United States, tripling in
Canada, quintupling in Mexico, increasing nine times in Central America, and
quadrupling in the Caribbean. As seen in table III-5, Mexico had the highest
average annual inflation rates during both periods, averaging 3.5 percent in
1960-70 and 17.5 percent in 1970-78. U.S. inflation averaged 2.8 percent
annually in 1960-70 and 6.8 percent annually in 1970-78. Canada's average
annual inflation rate rose from 3.1 percent in 1960-70 to 9.4 percent in
1970-78. Average annual inflation rose substantlally in Central America and
the Carlbbean, from rates of 1.2 and 3.2 percent in 1960-70 to 10.5 and 12.3
percent in 1970-78. :

Prices

Figures III-3 and III-4 show trends in consumer and wholesale prices in
1970-79 for the United States, Canada, and Mexico. Mexican consumer prices
increased faster than United States and Canadian consumer prices, beginning to
increase much faster in 1973 and further accelerating in 1976-79. Canadian
consumer prices increased somewhat faster than U. S. consumer prices after
1974, although trends in the United States and Canada were very similar.

Wholesale price trends were similar in all three countries until 1972,
when prices in Canada began to increase faster than those in either the United
States or Mexico. Canadian wholesale prices maintained a faster rate of
increase until 1975, when Mexican prices began to increase faster. After
1975, Mexican wholesale prices accelerated, and Canadian wholesale price
increases remained slightly higher than those of the United States.

More detailed listings of consumer and wholesale price indexes for the
United States, Canada, Mexico, and selected Central American and Carlbbean
countries are given in tables III-6 and III-7.

Resource Endowments

Climate

The United States has the greatest variety of climates in North America.
They are polar, subarctic, humid continental with warm summers, humid .
continental with cool summers, dry climates in both steppe and desert areas,
and humid mesothermal climates (Mediterranean-type and Marine west coast).

In Canada, polar, subarctic, and humid continental (with cool summers)
predominate, but the Canadian Pacific has a humid mesothermal climate.

Mexico has dry climates in steppe and desert areas and tropical rainy

climates in forest and savannah areas.
12

1/ On the basis of the implicit GDP deflator, inflation is calculated by
d1v1d1ng the value of GDP at current market prices by the value of GDP at
constant market prices.
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Table III-5.--United States, Canada, Mexico, Central America and the
Caribbean: Average annual rates of inflation, 1/ 1960-70 and 1970-78

Average annual rate of inflation

Country/region : : -

. . 1960-70 i 1970-78

: . Percent
United States : 2.8 : 6.8
Canada : 3.1 : 9.4
Mexico : 3.5 17.5
Central America 2/-------- : 1.2 ¢ 10.5
Caribbean 3/ : 3.2 : 12.3

1/ On the basis of the implicit gross domestic product (GDP) deflator,
inflation rates are calculated using the value of GDP at current market prices
and the value of GDP at constant market prices.

2/ Central America includes Guatemala, El1 Salvador, Honduras, Nicaragua,
Costa Rica, Panama, and Belize. Totals for Central America were estimated
from available data.

3/ The Caribbean includes the Dom1n1can Republic, Haiti, Jamaica, Trinidad
and Tobago, Guadeloupe, Martinique, the Netherlands Antilles, Barbados, the
Bahamas, and the Turks and Caicos Islands. Totals for the Caribbean were
estimated from available data. -

Source: Compiled from official statistics of the World Bank, the
International Monetary Fund, and the United Nations.

13
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Table III-6.-—Consumer price indexes for the

United States, Canada, Mexico, and selected Central American and Caribbean
countries, 1971-79

16

4/ Prices
5/ Prices
6/ Prices
1/ Base:
8/ Prices
9/ Prices
10/ Prices
11/ Base:

Source: Monthly Bulletin of Statistics

at Panama City; begin 1976, base: 1975=100.

at San Jose.

at Port-au-Prince.

1971 = 100; prices at St. Domingo.
at Nassau.

at Fort-de-France.

at Basse-Terre.

1971 = 100.

Labor Office.

1970 = 100
Country/item D971 Too1972 T 1973 L1974 . 1915 . 1976 . 19 o 1978 : 1979

United States: H : B : : : H : : : H

All items s 104.3 : 107.7 : 114.4 : 127.0 : 138.6 : 146.6 : 156.1 : 167.9 : 187.2

Food : 103.0 : 107.5 : 123.1 : 140.7 : 152.7 : 157.4 : 167.3 : 179.5 = 199.0
Canada: H H : H H H : H H

All items : 102.9 : 107.8 : 115.9 : 128.6 : 142.5 153.2 : 165.4 180.2 : 196.7

Food : 101.1 : 108.8 : 124.7 : 145.0 : 163.7 : 168.0 : 182.1 : 210.3 : 238.0
Mexico: : : : H H : H : H

All items : 105.4 : 110.7 : 126.0 : 153.6 : 176.8 : 204.7 : 263.9 : 310.1 : 366.6

Food : 104.7 : 108.9 : 126.1 : 163.8 : 184.3 : 207.7 : 267.5 @ 311.4 368.7
Honduras: : : H H H . : : : H

All items : 103.1 : 108.7 : 113.2 = 127.5 : 135.4 142.3 : 154.3 : 163.8 : 178.3

Food H 103.9 : 112.3 : 116.6 : 134.6 : 145.3 : 154.0 : 170.8 : 182.1 = 196.2
El Salvador: H ' H . H : : H H : :

All items : 100.3 : 102.0 : 108.5 : 126.8 : 151.1 ¢ 161.7 : 180.8 : 204.8 : 1/

Food : 100.2 : 101.3 : ©108.9 : 127.8 154.1 : 164.8 : 179.1 198.3 : 1/
Nicaragua: 2/ : : : : : : : : :

All items : 1/ : 1/ 89.3 : 100.0 : 107.5 : 110.6 : 123.2 : 1/ : 1/

Food : 1/ : 1/ 88.4 : 100.0 : 107.7 : 109.0 : - 125.1 3 1/ : v
Guatemala: 3/ : : : : : s : s :

All items : 99.5 : 100.1 114.4 : 132.7 : 100.0 : 110.6 : 124.4 : 134.5 149.9

Food : 98.1 : 98.2 : 117.1 ¢ 135.7 : 100.0 : 109.5 : 121.7 = 127.3 140.3
" Panama: 4/ : : : : s s : : :

All items : 102.0 : 107.4 : 114.8 : 134.1 : 141.5 104.2 : 109.1 : 113.3 122.3

Food : 102.4 : 107.1 : 117.7 144.5 : 154.3 : 101.8 : 104.5 : 110.9 : 122.1
Costa Rica: 5/ : : : : : : : b :

All items : 103.1 : 107.8 : 124.2 : 161.6 : 189.5 : 196.2 : 204.4 : 216.6 : 236.6

Food : 103.7 : 104.9 : 127.6 : 165.0 : 191.9 : 191.6 : 201.1 : 221.7 : 249.7
Haiti: 6/ - : : : : : : : : :

All items : 110.4 - 113.9 : 139.8 : 161.5 : 188.3 : 200.0 : 213.9 : 208.3 : 235.4

Food H 107.2 : 117.9 : 150.2 : 169.1 : 200.5 : 213.2 : 229.7 : 213.7 : 247.1
Dominican Republic: 7/ H B : H H H ’ H H H

All items : 100.0 : 107.8 : 124.1 ¢ 140.4 ¢ 160.8 : 173.4 : 195.6 : 202.5 : 1/

Food H 100.0 : -106.0 : 125.5 : 147.7 = 173.9 : 169.0 : 184.8 : 179.2 : 1/
Jamaica: : H : : : . H H H . H :

All items : 105.3 : 111.0 ¢ 130.5 : 166.0 : 195.1 : 214.1 238.0 : 321.0 ¢ 1/

Food H 106.6 : 111.7 : 139.3 : 179.9 : 211.7 230.7 : 252.3 : 344.9 ¢ 1/
Trinidad and Tobago: H H : H H H H H :

All items s 103.5 : 113.1 : 129.9 : 158.5 : 185.5 : 204.6 : 228.7 : 252.0 : 289.1

Food : 104.6 : 116.6 : 138.8 : 180.4 : 210.6 ¢ 226.1 : 241.6 : 263.6 : 300.1
Bahamas: 8/ : : : : : : : . :

All items B 1/ 100.0 : 105.3 : 119.1 131.4 137.0 : 141.3 ¢ -150.0 163.6

Food : 1/ 100.0 : 105.4 : 125.1 ¢ 139.7 : 143.8 : 146.4 : 158.4 175.6
Barbados: H H ' : H H .ot : : . H

All items : 107.5 : 120.2 : 140.5 - 195.1 @ 234.7 :. 246.4 : 267.0 : 292.3 : 330.8

Food H 108.2 : 126.3 : 148.7 : 214.6 : 262.5 : 273.7 297.0 : 326.9 : 363.2
Martinique: 9/ : : : : : H : : :

All items H 106.6 : 112.8 : 121.5 144.4 165.7 184.3 : 202.8 : 224.1 ¢ 246.7

Food : 107.8 : 112.4 : 121.3 ¢ 148.4 : 165.8 : 181.4 : 199.6 : 215.0 : 234.4
Guadeloupe: 10/ : : : : : : : s :

All items : 106.4 : 114.9 : 122.7 : 162.3 : 166.4 : 180.7 : 197.5 : 213.1 : 232.1

Food H 107.8 : 117.0 : 126.2 149.9 ¢ 174.3 @ 188.6 : 206.7 : 1 223.3 : 246.2
Netherlands Antilles: 11/ : : : B : : : : : :

All items : 100.0 : 104.0 : 112.5 : 134.5 : 155.3 163.5 : 172.4 186.4 : 1/

Food : 100.0 : 106.8 : 123.2 168.5 : 207.5 : 219.4 : 232.6 : 275.3 : 1/

1/ Not available.

2/ Base: 1974 = 100; prices at Managua.

3/ Prior to 1975, Guatemala City only; beginning in 1975, urban areas. Beginning 1975, base: 1975 = 100.

» February 1980, United Nations; Bulletin of Labor sutistics,‘ 2d quarter 1980, Internaticirbll
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Table III-7.—Wholesale price indexes, 1/ general and by categories, for the United States, Canada, Mexico and selected Central
American and Caribbean countries, 1971-79

1970 = 100
Country and item. . 7y D972 01973 1 1974 [ 1975 1 1976 G 1977 1 1978 ¢ 1979
United States: : : Coe : s : : : .
General : 103.2 : 107.9 : 122.7 ¢ 145.9 : 158.4 : 165.7 : 175.9 : 189.7 : 213.1
Raw materials—-——————======- —_ 102.5 : 113.7 ¢ 155.0 : 174.7 : 175.5 = 182.8 : 191.1 : 213.8 : 249.2
Intermediate products—--—=—=: 103.8 : 108.1 : 120.1 : 148.8 : 163.9 : 172.3 : 183.7 : 196.0 : 220.6
Finished goods--—-—----- H 102.8 : 106.2 : 117.3 135.5 ¢ 148.0 : 154.5 : 163.6 : 177.8 : 195.0
Farm products—=----- : 101.7 : 112.6 : 158.8 : 169.1 : 168.2 : 172.1 : 173.4 : 191.6 : 217.4
Building materials-—- H 106.1 : 112.0 : 121.4 142.9 : 154.5 : 166.7 : 182.1 : 201.9 : 223.3
Textiles : 101.4 ¢ . 106.0 : 115.6 : 129.8 : 128.8 : 138.2 : 143.2 @ 149.1 157.3
Canada:’ : : : : B ’ : : : :-
General : 101.2 : 108.3 : 131.5 ¢ 160.7 : 171.5 : 178.8 : 195.0 : 212.7 : 2/ .
Rav materials----——------—-- —: 96.5 : 102.8 : 138.6 @ 176.7 : 177.1 : 179.5 : 196.9 : 211.4 @ 2/
Finished goods—---—- : 103.6 : 111.2 ¢ 128.0 : 152.8 : 168.8 : 178.2 : 193.7 212.9 2/
Farm productg--=—-======== : 90.0 : 112.9 : 166.1 : 194.5 : 190.5 : 182.2 : 178.5 198.7 : 2/
Building materials 3/-——-===—-: '103.5 108.6 : 117.1 142.1 152.2 : 161.8 : 171.4 ¢ 186.1 = 4/ 208.3
Building materials 5/---——-—3 104.9 : 115.2 : 130.1 141.9 : 146.6 : 161.3 : 173.3 ¢ 192.6 : E/ 213.4
Textiles - : 101.9 : 108.3 : 131.4 : 164.6 : 157.7 172.2 : 183.6 :. 195.0 : 2/
Mexico: 6/ : : : : : : .8 : ]
General 14 103.9 : 106.8 : 123.6 : 150.7 : 167.4 : 204 .6 288.9 : 334.6 : 1/ 382.2
Rav materials---=——===—===- — 101.0 : 104.6 : 130.2 : 157.2 : 171.3 211.4 : 283.5 : 325.1 + 7/ 371.4
Pgoducers' goods—--- : 102.2 : 104.6 : 122.7 : 148.4 @ 162.1 : 198.2 : 277.8 : 308.7 : 1/ 339.5
Consumers' goods——--- H 104.6 : 107.9 : 123.9 : 152.8 : 170.1 : 208.0 : 295.0 : 346.3 : 7/ 399.7
Farm products—=~—-—==r=c==uu : 100.9 : 104.6 : 124.9 : 154.1 ¢ 173.8 : 207.5 : 294.8 : 354.6 : 8/ 405.3
Building materials—----=——==—: 105.4 106.1 : 111.0 134.1 ¢ 165.4 : 197.9 : 249.0 ¢ 314.0 : 7/ 372.8
Textiles : 104.6 : 108.2 : 124.2 : 150.2 : 154.5 219.9 : 315.2 : 337.0 = 7/ 377.5
Guatemala: 9/ : : : : : : : s :
General -2 101.5 : 101.4 : 115.8 : 142.1 : 159.7 ¢ 176 .4 : 198.1 184.7 ¢ 2/
Domestic goods-——=—====-= -1 100.3 : 100.1 115.5 : 140.2 : 158.4 175.0 199.0 ¢ 181.3 2/
Imported goods-—=-==--==-== : 99.3 : 99.8 : 105.9 : 134.5 : 153.4 : 168.4 : 173.7 : 177.8 : 2/
Building materials——-———---—: 100.5 : 98.4 : 104.7 134.9 : 166.2 : 218.5 : 257.2 : 173.4 : 2/
Textiles H 98.5 : 104.8 : 120.6 : 160.3 : 174.8 : 176.8 : 187.4 : 176 .4 : 2/
El Salvador: 10/ : : : : : : : : :
General H 94.6 3 100.0 : 121.2 : 151.8 : 154.6 : 208.2 : 306.7 : 234.6 : 11/ 251.6
Producers’' goodg--————-=--e—3: 102.7 : 109.2 : 120.7 : 161.6 : 173.0 : 224.6 : 240.0 ¢ 239.3 : T_T/ 248.1
Consumers' : 91.2 97.2 : 121.5 ¢ 138.9 138.7 : 200.3 : 331.4 : 244.9 ¢ 11/ 243.9
Building materials--------- — 100.3 : 99.5 : 119.5 158.1 : 167.8 : 182.2 : 212.7 : 226.6 : 11/ 242.8
Costa Rica: 12/ : T : : : H : H :
General H 106.4 : 112.2 : 130.5 . 182.4 ¢ 221.8 : 242.3 260.6 ¢ 280.8 : 13/ 326.8
Finished goodg-—=—=====mm ————3 108.2 : 117.9 ¢ 136.9 : 174.6 : 210.4 ¢ 237.9 : 262.3 : .280.7 ¢ 13/ 303.1
Farm products 109.5 = 117.7 ¢ 136.1 : 178.7 : 234.7 : 254.8 : 276.2 315.5 ¢ 13/ 368.9
Building materials—=--==-=-==: 105.4 : 107.8 : 130.9 : 185.2 : 209.0 : 217.3 : 228.9 : 248.9 : 13/ 295.3
Textiles : 99.1 : 106.1 ¢ 131.7 ¢ 185.3 : 215.7 : .255.6 : 284.2 : 297.4 ¢ 13/ 315.2
Panama: H H : H R ] H H H :
General : 105.4 : 114.4 : 126.4 : 164.6 : 187.8 s 202.4 : 217.0 : 228.5 : 14/ 256.5
Dominican Republic: H e : H H H H H :
General : -100.0 ¢ 102.7 : 117.3 ¢ 141.1 176.0 : 164.9 : 187.3 : 185.2 : 15/ 199.7
: B : : : 2 : 3 s
1/ Prices are based on a representative list of commodities priced at the wholesale stage of distribution.

2/ Not available, :

3/ Non-residential building materials.
4/ January-August

5/ Residential building materials.
6/ Prices at Mexico City.

7/ January-July.

8/ January-March.

9/ Prices at Guatemala City.

10/ Prices at San Salvador.

TI/ January-June.

12/ Prices at San Jose.

13/ January-November.

14/ January-September.

15/ January-October.

Source: Monthly Bulletin of Statistics, February 1980, United Nations.
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The countries of Central America and the Caribbean have tropical rainy
climates in forest and/or savannah areas.

Minerals

Almost without exception, the United States, Canada, and Mexico are the
only North American countries that are major producers of metallic and
nonmetallic minerals. Each of them has reserves of dozens of mineral
commodities. Some examples of these reserves are shown in table III-S8.

Examples of minerals for which U.S. reserves are small, insignificant, or
nil, but for which another North American country has significant or larger 1/
reserves are as follows: nickel (Canada), natural graphite (Mexico), cesium
(Canada), bauxite (Jamaica), yttrium (Canada), tantalum (Canada), fluorspar
(Mexico), asbestos (Canada), magnesite (Canada), antimony (Mexico), and
strontium (Mexico).

Conversely, for various minerals, the United States is the only North
American country whose reserves constitute a substantial share of the world
total. Examples are borate materials, feldspar, kyanite and related
materials, talc and related materials, and vermiculite.

Transportation routes

The countries of North America are linked by air, water, railroad, and
highway transportation. The air routes are so numerous that they constitute a
network. Waterborne transportation routes use Hudson Bay, the St. Lawrence
Seaway, the Great Lakes, Chesapeake Bay, intracoastal routes along the
Atlantic and Pacific Oceans, the Panama Canal, the Gulf of Mexico and a
multiplicity of rivers, such as the Mississippi, Ohio, Missouri, Columbia, and
Mackenzie.

Canada, the United States, and Mexico are closely linked by standard gage
railroads. Among the border-crossing points between the United States and
Canada are Rouses Point, New York; Niagara Falls, New York-Ontario; Detroit,
Michigan-Windsor, Ontario; Sault Saint Marie, Michigan-Ontario; Emerson,
Manitoba; and Blaine, Washington.

Among the (railroad) border crossing points between the United States and
Mexico are Brownsville, Texas-Matamoros, Tamaulipas; Laredo, Texas-Nuevo
Laredo, Tamaulipas; Eagle Pass, Texas-Piedras Negras, Coahuila; El1 Paso,
Texas-Ciudad Juarez, Chihuahua; Nogales, Arizona-Nogales, Sonora; and
Calexico, California-Mexicali, Baja California.

Labor Force Comparisons

Table III-9 shows comparative labor statistics for the United States,
Canada, Mexico, and selected Central American and Caribbean countries.
Sections which follow cover wages, productivity, unemployment, labor
migration, education and skill levels, and labor organization.

1/ Larger than United States reserves. 18
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Table III-8.—Reserves of certain minerals in the United States,
Canada, Mexico, and the world
Commod ity ; g:;z:: ; Canada : Mexico ; ?g:;g

Iron Ore : H H H

(Recoverable iron) : : : :

" (million short tons)-—: 4,000 : 12,000 : 1/ 189 : 102,600
Lead metal s : : :

1,000 short tong—=-=-~ —_— 28,400 : 12,900 : 4,500 : 136,000
Zinc metal H : : :

1,000 short tong—=—--- —_ 30,000 : 37,000 : 3,500 : 175,000
Copper metal s : : : :

1,000 short tons————- —_ 93,000 : 34,000 : 2/ 15,400 : 503,000
Silver metal 3/ : : : :

* million troy ounces-—-—: 1,510 710 : 850 : 6,100

Gold metal , s : : : '

million troy ounces—-—: 110 : 45 : 4/ 1,215
Mercury metal : H : :

76-pound flask : H H s

equivalent H 407,000 : 100,000 : 250,000 : 5,207,000
Sul fur : : : : )

1,000 long tong—--=---- s 205,000 : 250,000 : 90,000 : 1,700,000
Potash---thousand short : : : e

tons K,0 equivalent—--: 200,000 : 10,000,000 : 4/ : 13,230,000
Rare-earth metals : : : :

short tons of rare : : : : :

earth oxide : 5,000,000 : 250,000 : 4/ : 17,700,000

1/ Converted from data in metric tonms, pub11shed

Journal November 1980, p. 65.

2/ Unpubllshed data from U.S. Bureau of Mines.
3/ Includes a silver recoverable as a byproduct of base metal ores.

4/ Not reported separately.

Source:
Commodity Summaries 1978.

in Engineering and Mining

(Search for data is pending).

Complled from data reported by the U.S. Bureau of Mines in Mineral

19
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Wages

Table III-10 compares hourly wage rates in manufacturing in the United
States, Canada, Mexico, Guatemala, Nicaragua, Panama, and the Bahamas. The
United States and Canada have the highest, and Guatemala and Nicaragua the
lowest, manufacturing wage rates of the countries listed. Wage rates in the
Bahamas are shown to be higher than those in Mexico. Low wage rates are
prevalent in most Central American and Caribbean countries.

As seen in figure III-5, manufacturing wage rates in the United States
and Canada, besides being higher, have increased faster during 1969-76 than
manufacturing wage rates in Mexico. This is true even though annual value
added per worker in manufacturing increased faster in Mexico than in either
the United States or Canada during 1965-75 (see the following section on
productivity).

Average hourly wages in manufacturing in the United States and Canada are
very similar and have followed the same general trend during 1969-79. The
U.S. average hourly wages in manufacturing followed a steady, slightly
accelerating trend in 1969-79, reaching $6.69 per hour in 1979. Canadian
average hourly wages were about 18 percent lower than U.S. wages in 1969, rose
slightly above U.S. wages during 1974-76 and fell below U.S. levels in 1978
and 1979, when the average hourly wage in manufacturing in Canada reached
$6.36, about 5 percent below U.S. levels.

Productivity

Table III-11 and figure III-6 contrast trends in annual value added per
worker in manufacturing in the United States, Canada, and Mexico. Annual
value added per worker in manufacturing is higher in the United States and
Canada than in Mexico.

During 1965-75 annual value added per worker in manufacturing rose an
average of 5.1 percent per year in Mexico, 2.6 percent per year in Canada, and
only 1.3 percent per year in the United States. During 1975-76, United States
manufacturing value added per worker rose sharply, while in Canada it
continued on the gradual rising trend which began in 1965. 1In 1976-78, U.S.
manufacturing value added per worker continued to rise (to $21.12 thousand in
1978) while Canadian manufacturing value added per worker fell abruptly (to
$15.03 thousand).

Unemployment

Table III-12 shows rates of unemployment as a percentage of the labor
force for the United States, Canada, Mexico, and several Central American and
Caribbean countries. Sources warn that unemployment statistics for developing
countries must be interpreted with caution, since underemployment,
particularly in subsistence agriculture, is a large problem in these areas;
for example, there is substantial underemployment in countries such as Mexico,
Costa Rica, and Panama.

Since 1976, unemployment rates have been lower in the United Statesi¥han,
in Canada. Unemployment in Canada rose to 8.4 percent in 1978. Unemployment
rates declined in the United States from 6 percent in 1978 to 5.8 percent in
1979 and in Canada from 8.4 percent in 1978 to 7.5 percent in 1979.
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Table III-1l.—Annual value added per worker in manufacturing, in 1975 prices

Year

United States

Canada

Mexico

1965

1970

1975
1976

1977

1978

1 1965-75
1975-78

"Value added in thousands of

1975 dollars

16.77 : 12.78 : 4.56
17.36 : 14.48 : 4.09
19.02 : 16.46 : - 7.50
20.45 16.92 : 1/
20.98 : '15.94 1/
21.12 : 15.03 : 1/
Average annual percentage growth rate
1.3 : 2.6 : 5.1
3.6 : -3.0 :

1/

1/ Not available.

Source: Monthly Bulletin of Statistics, February

Yearbook of National Accounts Statistics, 1976, UN;

Statistics, 1973, 1979, International Labor Office;

1980, United Nations (UN);
Yearbook of Labor

International Financial

Statistics, International Monetary Fund; Mexico: Manufacturing Sector:

Situation, Prospects and Policies, World Bank.
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Table III-12,—Rate of unemployment, as a percentage of the labor force, for
the United States, Canada, Mexico, and selected Central American and
Caribbean countries, 1976-79 '

(In percent)

Country . 1976 . 1977 T 1978 . 1979
United States s 7.7 ¢ 7.0 ¢ 6.0 ¢ 5.8
Canada : 7.1 8.1 : 8.4 : 7.5
Mexico 1/ : 6.7 : 8.1 : 7.1 2/
Costa Rica : 4oh : 4.7 4.6 : 2/

' Panama : 6.7 : 8.7 : 8.1 : 2/
Barbados : 15.6 : 15.7 @ 13.8 : ©13.3
Jamaica : 22.4 24.2 : 24.5 2/
Trinidad and Tobago : 2/ : 13.4 : 12.2 ¢ 2/

1/ The Mexican Government officially places unemployment plus
underemployment at about 49 percent of Mexico's labor force.
2/ Not available.

Source: Bulletin of Labor Statistics, 2d Quarter 1980, International Labor
Office (ILO); Year Book of Labor Statistics, 1979, ILO; Statistical Bulletin
of the OAS, Organization of American States. '
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Labor migration

Complete labor mobility exists between Canada and the United States, but
access to U.S5. labor markets for Mexican workers is limited. The migration of
Mexican workers into the United States is an international political issue.

A congressional report estimated that between 300,000 and 600,000
undocumented Mexican migrants enter the United States annually. Mexican
migrants are attracted by higher wages in the United States and pushed by high
unemployment in Mexico. Many sources have described the phenomenon of
migration from Mexico to the United States as a '"safety valve," helping to
close the gap between the annual increase in people looking for work in Mexico
and the number of new jobs the Mexican economy is able to create. The report
also listed the following countries as sources of undocumented migrants: EI1
Salvador, Dominican Republic, Haiti, Jamaica, Guatemala, and Belize. Migrant
labor from the Caribbean also enters Canada, but is subject to quota.

As seen in table III-9, the growth of the Mexican labor force has been
accelerating, growing 2.8 percent annually in 1960-70, 3.3 percent in 1970-80,
and is projected to grow 3.5 percent in 1980-2000. According to a report
issued by the U.S. Department of Labor, "at least 700,000 new jobs are needed
each year to absorb additions to the work force, if no emigration takes
place.”" 1/ Employment in Mexico is estimated to be increasing at about 3
percent a year.

Poverty, rapid population growth, and lack of adequate employment
opportunities have also caused significant legal labor migration. During
1970-76, immigrant labor exported legally by Mexico and selected Central
American and Caribbean countries to the United States was distributed as
follows: Mexico, 419,407; Dominican Republic, 99,669; Jamaica, 85,504;
Trinidad and Tobago, 45,467; Haiti, 44,423; Barbados, 11,395; and Panama,
11,263.

Training and skill levels

Skill levels of Canadian workers are comparable to those of U.S. workers
and literacy rates in both countries are about 99 percent. In Mexico,
unskilled labor is plentiful but skilled labor is relatively scarce. Census
figures revealed that in 1970 Mexican labor force workers averaged 3.6 years
of education and that only 13 percent had studied more than 6 years. However,
the Mexican Government has attempted to improve the education level
of its labor force by enlarging its education budget and, in 1975, by
launching an education program for adults. Reflecting past attempts to
improve education levels, the adult literacy rate in Mexico rose from 65
percent in 1960 to 76 percent in 1975, and it has been estimated that Mexican
labor productivity rates in border companies now exceed U.S. rates. Skilled
labor is scarce, and adult illiteracy a major problem, in most Central
American and Caribbean countries.

Labor organization

Fourteen percent of the Canadian labor force, 22 percent of the u.s.?’

labor force, and 24 percent of the Mexican labor force are members of trade
unions. Many Canadian unions are affiliated with U.S. unions (47.7 percent of

1/ Profile of Labor Conditions: Mexico, U.S. Department of Labor, 1979.
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Canadian union members belong to international unions headquartered in the
United States), and the "trade union climate" is similar in Canada and the
United States. According to a publication of the U.S. Department of Labor: 1/

"Beginning about 1860, Canadian workers looked to United States
unions for support, and many unions with members in both countries
became "international unions." The influx into Canada of skilled
U.S. workers with trade union backgrounds, as well as seasonal
employment of Canadian building trades workers in the United States
contributed to the growth of U.S.-based unions in Canada."

The organized labor movement in Mexico is closely involved with, and
controlled by, the Mexican Government. Government approval is required for
strikes to be "legal" and in the event of an "illegal" strike, ''the employer
may use strike breakers, or dismiss striking workers, after proper notice.
There are relatively few strikes in-Mexico." 2/

Integration of North American Capital Markets

This section discusses various aspects of capital markets in the
countries of North America, with principal emphasis on the United States,
Canada, and Mexico. First, detailed summaries are presented of U.S. and
Canadian financial integration and U.S. and Mexican financial integration.
Next is a section on the rate of return of U.S. investment in North America,
followed by a discussion of investment trends by sector. Finally, there are
brief discussions of savings and investment rates and capital/labor ratios.

Integration of U.S. and Canadian Capital Markets

U.S. investment in Canada.--Throughout Canada's history, external capital
and external markets have contributed heavily to its economic development.
Prior to World War I, the proportion of external capital (at that time largely
in the form of British investments) in the Canadian economy was greater than
it was in the 1970's. After World War I the United States became the
principal supplier of Canadian capital. Between 1914 and 1930, U.S. direct
investment in Canada expanded rapidly, concentrated in such sectors as the
extractive and processing industries, automobile manufacturing, pulped paper
production, electrical manufacturing, and nonferrous mining and refining.
After a lull in the 1930's, another great expansion in U.S. investments in
Canada occurred beginning with war-related investments during World War II,
but the most noticeable increase began at the end of the war. Between 1945
and 1975, total U.S. investment in Canada increased from $5 billion to $52
billion; direct investment increased from $2 billion to $31 billion. By 1979,
U.S. direct investment in Canada had increased to $41 billion (see table
I1I-13). Nearly one-half of this direct investment was in manufacturing, a
percentage which has remained relatively constant at least since 1966. Within
the manufacturing sector, the most significant areas of U.S. direct investment
were iron and iron products, wood and paper products, and chemicals and allied
products. By the 1970's, U.S. corporations controlled approximately 50
percent of Canadian manufacturing industry, but the percentage of U.S.
ownership in sectors such as petroleum, transport, and chemicals, was much
higher.
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1/ Profile of Labor Conditions: Canada, U.S. Department of Labor, 1980.
2/ Profile of Labor Conditions: Mexico, U.S. Department of Labor, 1979.
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U.S. direct investment in Canada grew at an average rate of 7.7 percent
annually between 1966 and 1979. During the 1970's, U.S. direct investment in
Canada accounted for approximately 80 percent of total direct investment in
that country. Except for a slight increase in 1973, however, the Canadian
share of total U.S. direct investment abroad has decreased in every year since
1966. U.S. direct investment in Canada in 1966 represented 30.3 percent of
total U.S. direct investment abroad; by 1979, the Canadian share had decreased
to 21.3 percent. :

This U.S. expansion into the Canadian economy has taken place through the
takeover of Canadian firms and the establishment of new subsidiaries and
branch plants. U.S. investors have been attracted in recent years by the
cheaper Canadian dollar and lower energy prices.

Canadian investment in the United States.--Canadian direct investment in
the United States has been mainly in primary resource industries and
resource-oriented manufacturing such as lumber and paper, mining, primary and
fabricated metals, food and alcoholic beverages, and agricultural machinery.
Real estate has been another popular sector for Canadian investment. In many
cases, the Canadian firms investing in the United States had outgrown the
Canadian market, and were attracted to the large, close, familiar, and open
U.S. market with a stable economic and political environment, lower production
costs, and a large easily~-trainable labor force.

During 1974-78, Canadian investments were placed in 35 States, the
District of Columbia, and Puerto Rico. New York recorded the highest number
of Canadian transaction, followed by Florida, California, and Texas. Overall,
about 34 percent of Canadian investments were in the Sunbelt States, compared
with 26 percent in the Northern industrial States and 20 percent in the
West /Northwest States. Canadian investors have indicated that abundant
reserves of comparatively inexpensive skilled labor, low corporate taxes, tax
holidays, good transportation, and industrial revenue bond financing with low
interest rates are key factors which have attracted them to Southern States.

Canadian manufacturers have cited additional reasons for their increasing
acquisitions of U.S. companies, construction of new plants, or relocation
across the border. Some Canadian firms relocate in the United States to be
closer to their customers. Others have relocated in the United States because
of concern over the movement for independence in Quebec. In addition, some
Canadian business people are concerned about the stated aims of some of the
more nationalistic members of the Quebec Government on the issue of
nationalizing industry, particularly natural resource industries. Finally,
because under Canadian law provinces lose control over resources once they
leave the provincial border, some natural resource companies based in western
provinces have relocated in the United States to gain greater control over the
shipment of resources to the industrial eastern provinces.

Between 1951 and 1974, the share of total Canadian investment abroad
going to the United States (direct investment plus portfolio investment)
increased from 35.0 percent to 44.5 percent. However, the share of Canadian
direct investment abroad going to the United States declined from 78.2 percent
in 1951 to 52.7 percent in 1974. This decline is partly attributable to
increased Canadian interest in investment opportunities in Europe, the Far
East, and Latin America. However, more importantly, an increasing numbedlof
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Canadian corporate investors have transferred ownership of American assets to
wholly owned subsidiaries in the Netherlands. Usually, these companies are
active holding companies carrying on international transactions, and as such
they are able to avail the Canadian parent company of such benefits as lower
taxes and access to the European money market. Since the investor is defined
as the country of the first foreign parent rather than that of the beneficial
owner, the transfer of direct ownership appears as a decline in Canadian
direct investment in the United States and an increase in direct investment
from the Netherlands, as shown in table III-14.

In 1973, Canada was the second largest investor in the United States,
with $4.2 billion, which represented about 20 percent of the total $20.6
billion foreign direct investment in the United States for that year. More
than one-half of the Canadian direct investment was in the manufacturing
sector with food products, machinery, and fabricated metals the major

subsectors. :

During 1973-79, Canadian direct investment in the United States grew at
an average annual rate of 9.1 percent. In spite of this growth, the Canadian
share of direct investment in the United States declined to 13.3 percent of
the total $52.3 billion in 1979, ranking it as the third largest investor
behind the Netherlands and the United Kingdom. As in other years of the
period, the most popular subsectors for Canadian investors were communications
equipment, electric and electronics equipment, fabricated metal products, food
and beverages, nonelectrical machinery, office equipment and supplies, and
publishing and printing. The petroleum and trade (wholesale and retail
stores) industries also attracted Canadian investment during the period.

Between 1973 and 1979, the majority of Canadian investments took the form
of real estate activity, acquisitions including mergers, and new plants.
There were also some investments in the following categories: equity
increase; joint venture; new branch, agency, office, outlet or subsidiary; and
plant expansion.

Other United States-Canadian capital flows

The determinants of international capital flows and of the pattern of
international financial integration are complex. Some of the more important
in the Canadian-United States context are simple interest rate differentials,
the structure of yields in the two economies, regulatory policies, the role of
the U.S. dollar as an official reserve asset, and the desire of investors to
reduce portfolio risks by spreading assets among a mnumber of countries.

During the past three decades, there has been a large and growing volume
of two-directional capital flows between the United States and Canada in the
form of purchases and sales of outstanding securities. In general, these
capital flows have followed a fairly consistent pattern in which long-term
capital moves predominantly from the United States to Canada, while short-term
capital moves from Canada to the United States. The explanation for this
pattern is that, historically, the yield on long-term bonds has been greater
in Canada than in the United States, while the short-term rate has been higher
in the United States. Table III-15 shows that through 1975, the yield on
6-month U.S. Treasury bills was greater than on Canadian Treasury bills. The
pattern was reversed in 1975 and 1976, but since 1977 the short-term yield
relationship between the two countries has moved toward its normal pattern.
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Table III-14.—Foreign direct investment position in the United States, by industries, by countries or areas, 1973-79
(In millions of dollars)
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Regulatory policies may encourage capital flows that are not based on
differentials in market-determined yields. For example, insurance companies
usually are required to maintain assets in each country in which they do
business that are proportional to their policy liabilities in that country. 1/

Thus, since Canadian and United States insurance companies do business in both
countries, they must each make sizable investments of the other country's

securities, based not on relative yields but on regulatory policies and the
companies' policy liabilities in the other country.

Regulation Q in the United States also induces a flow of capital from the
United States to other countries, including Canada. Under Regulation Q the
interest rates that U.S. banks can pay on domestic short-term deposits have
been strictly limited. When U.S. short-term interest rates become
uncompetitive, foreign banks, including those from Canada, are able to attract
deposits from the United States and place them on deposit in Toronto or
Montreal, thus allowing the foreign banks to escape the U.S. regulations.
Subsequently, the funds are relent in the New York market at a profit for
Canadian banks.

Under similar Canadian banking regulations, U.S.-dollar deposits in
Canadian banks have not been subject to Bank of Canada reserve requirements.
This has created a significant incentive for Canadian banks to solicit
deposits and to make loans in U.S. funds. In addition, U.S.-dollar banking in
Canada has been unaffected by various formal and informal limits on interest
rates paid on deposits or charged on loans, creating an additional incentive
for the growth of such operationms.

The U.S. dollar has been a major reserve asset since World War II. For
countries with a managed floating exchange rate like Canada, the government or
central bank may purchase or sell U.S. dollars in order to influence the
exchange rate. This causes a flow of capital between the two countries for
reasons other than interest differentials.

Finally, investors will distribute their portfolio among assets in
various countries typically having at least somewhat different business and
monetary—policy cycles in order to reduce the risk of capital loss. Thus,
some money usually is flowing against modest interest-rate differentials.

U.S. investment in Mexico

The United States has been investing in Mexico since the 1800's. By
1914, Mexico accounted for between 35 and 40 percent of total U.S. investment
in Latin America. These investments were in the forms of government bonds and
portfolio investments; investments in the gold, silver, and copper mining
industries; investments in Mexican railways; and investments in public
utilities. In 1950, U.S. direct investment in Mexico amounted to $415
million, increasing to $795 million in 1960. Of this latter amount, $391
million was in manufacturing, $130 million in mining and smelting, $119
million in public utilities, $85 million in trade, and $32 million in
petroleum. Between 1970 and 1979, U.S. direct investment grew from $1.9

1/ Canadian companies are the only foreign life insurers operating in the
United States and accounted for about 6 percent of the life insurance -
industry's 1974 premium volume. U.S. insurance companies also operate in
Canada.
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billion to $4.6 billion, or by an average of 10.5 percent annually (table
III-13). By 1979, U.S. direct investment was concentrated in the
manufacturing sector, with chemicals, machinery, and transportation equipment
the principal subsectors.

Despite the increase in U.S. investment in Mexico, the Mexican share of
total U.S. direct investment declined from 2.5 percent in 1970 to 2.4 percent
in 1979, owing to an annual increase of 11.0 percent in total U.S. direct
investment abroad. Mexico's share of U.S. direct investment in the
Caribbean/Central American region also declined during 1970-79, largely
because of increased U.S. investment in the Caribbean nations. In 1970,
Mexico accounted for 34.8 percent of U.S. direct investment in the
Caribbean/Central American region; by 1979, this share had decreased to 22.1
percent. In contrast, U.S. direct investment in the Caribbean nations as a
share of the Caribbean/Central American region increased from 33.8 percent in
1970 to 60.2 percent in 1979. The Bahamas and Bermuda accounted for more than
80 percent of U.S. direct investment in the Caribbean nations in 1979; the
major sector for investment was finance and insurance.

Foreign investment accounts for only a small part of total investment in
Mexico. Mexican data, as reported by the Department of Commerce, show that
the foreign participation in total private fixed investment slipped from 5
percent in the 1960's to 4 percent in the early 1970's, and to 3 percent in
1976. This downward trend continued into 1977, but more recently, foreign
investment has taken an upturn. The United States is by far the largest
foreign investor, followed by the Federal Republic of Germany and the United
Kingdom.

About three-quarters of the total amount of foreign capital went to the
manufacturing sector, a share which has remained relatively constant
throughout the 1970's. It is estimated that foreign capital has accounted for
about 25 percent of total new investment in manufacturing. 1/ Within the
manufacturing sector, more than one-third of foreign investment was in the
machinery and transport equipment industry and another one-fourth in the

chemical industry.

Mexican interest in foreign private investment has been stimulated by the
foreign investor's greater access to financing. Since 1973, a decreasing
amount of domestic credit has been available for the Mexican private sector,
with the effect that Mexican firms have been unable to obtain working capital
or to invest in new capacity to the extent that would have otherwise been the
case.

This credit squeeze occurred as a result of inflation and lack of
confidence in Mexico's financial sector. Until 1973, resources available to
the banking system grew substantially faster than GDP and allowed credit to
the private sector to grow about twice as fast as GDP. Mexican banks
attracted these resources because they offered interest from 2 to 5 percentage
points above that offered by many foreign banks. In addition, Mexico enjoyed
a positive real interest rate in its domestic market until 1972. However,
more than one-half of the banks' resources consisted of very short-term
nonmonetary deposits of 1 year or less, and about one-third of the value of
the deposits were completely liquid. The liquidity of the liabilitiesypf the
banking system, which was one of their attractions, also made the system
highly vulnerable when, beginning in 1973, real interest rates turned negative

1/ Estimate of the World Bank.
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and the interest rate differential between foreign and domestic rates was
reversed. Rising inflation, the loss of the interest rate differential, and
the expectation that the peso would be devalued, not only reduced the
incentive to invest in peso-denominated financial assets, but also resulted in
an actual outflow of short-term capital from Mexico. At the same time,
borrowing by the public sector increased, adding to the credit squeeze on
private industry's cash situation. Thus, savings were directed away from
Mexican financial intermediaries and into foreign assets and cash, thereby
reducing the domestic funds available for investment by Mexican firms and
increasing the share of credit expansion financed by foreign sources to more
than 50 percent.

Concern about the deterioration of Mexico's financial situation caused a
slowdown in foreign direct investment in Mexico between 1976 and 1978, which
reduced the flow of long-term capital into Mexico. However, Mexico's
emergence as a major oil producer in 1978 has restored confidence in Mexico's
economy and in the stability of its exchange rate. This caused long-term
capital in the form of direct investment to increase during 1978 and 1979 and
arrested the outflow of short-term capital, thereby easing the squeeze on
credit. In addition, the supply of loanable funds available from Mexican
banks has increased, reducing the need to borrow from foreign banks.

During 1979, with the restoration of confidence in Mexico's economy and
the stabilization of the exchange rate, interest rates once again became the
principal determinant of capital flows. In January 1978, the Mexican
Government began issuing securities in the form of 90-day Treasury bills. As
shown in table III-15, these carry a higher interest than comparable
securities in the United States or Canada, and therefore attracted a growing
volume of dollar deposits. In addition, since Mexico has no exchange
controls, Mexican banks can accept deposits denominated in dollars or pesos.
Interest rates on dollar deposits are tied to the London Euro-dollar market.
During the second and third quarters of 1979, interest rates in this market
increased, causing a sharp increase in dollar deposits. As-a counter measure,
the Mexican central bank raised interest rates on peso deposits, and began
ad justing these on a weekly basis in August. Although this slowed the growth
of dollar deposits, dollar-denominated liabilities of Mexican private banks
had increased to 17.3 percent of total liabilities by the end of 1979,
compared with 14.5 percent a year earlier. This pattern of interest rate
- movements shows how closely U.S. and Mexican financial markets are tied, in
order to avoid having its market flooded with dollars, Mexico is virtually
obligated to move interest rates on pesos in the same direction as U.S.
interest rates and at a higher level.

Although it is not always available, short-term commercial credit in
Mexico was reported by Price Waterhouse in October 1979 to be available at
interest rates of between 18 and 20 percent per annum for a bank loan to a
Mexican subsidiary denominated in pesos, even if repayment of the loan were
guaranteed by a parent company having the highest credit rating abroad. 1/
Loans made in dollars usually carry an interest rate from 3 to 4 points
lower. 2/ Long-term capital is reportedly relatively scarce in Mexico. Some
larger banks make 5- to 7-year loans for the acquisition of fixed assets and
sometimes participate in banking syndicates with foreign banks to provide up
to 10-year financing to large industries in Mexico.

1/ Price Waterhouse, Doing Business in Mexico, October 1979, p. 48.
2/ The interest rate on dollar-denominated savings is also lower--1
percentage point--than the interest rate on peso-denominated savings.
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Canadian Investment in Mexico

Canadian investment in Mexico amounted to (in Canadian dollars) $54
million in 1973, $64 million in 1974, $75 million in 1975, $68 million in
1976, and $65 million in 1977, the latest year for which published statistics
are available. In 1977, the major sectors of Canadian investment in Mexico
were (in Canadian dollars): Manufacturing--primary industries, $33 million;
mining, $27 million; finance, $2 million; and other industry excluding the
petroleum industry, $2 million.

Mexican Investment in the United States and Canada

Mexican investment in the United States amounted to approximately $100
million. According to Department of Commerce data, Mexico conducted only 10
investment transactions in the United States between 1974 and 1979.

Data on Mexican investment in Canada are unavailable.

Return on U.S. investment in North America

The United States had $61.7 billion in direct investments in North
America at the end of 1979, which generated $9.6 billion worth of income for
1979. Income is the return on the U.S. direct investment position abroad, and
consists of earnings (U.S. parents' equity in the net income after foreign
income taxes) of their foreign affiliates plus net interest received on
intercompany accounts, less withholding taxes on dividends and interest. It
can also be defined as the sum of interest, dividends, and earnings of
unincorporated affiliates plus reinvested earnings of incorporated
affiliates. The following tabulation compares the average annual rate of
growth of income from all U.S. direct investments in various countries and
areas of North America between 1970-79 (in percent):

Average annual growth

Area or Country of income
Canada 15.0
Mexico 22.0
Panama 17.9
Other Central America ‘ 10.0
Caribbean nations 33.5
Bahamas 39.1
Bermuda 1/ 46.1
Jamaica 1/ 2.7

1/ 1971-79.

The tabulation shows that during the 1970's, income from U.S. direct
investments in Mexico grew at a faster annual rate than income from
investments in Canada. However, since Canada is the largest market for u.s.
investments, the income from those investments greatly exceeded that derived
from investments in Mexico. In 1979, for example, income from investments in
Canada was $5.3 billion, more than six times the income derived from
investments in Mexico. More than 70 percent of the income from U.S. 39
investments in Canada came from the petroleum, manufacturing, and chemicals
sectors, all of which experienced higher than average rates of income growth
during the period. In Mexico, the sectors experiencing the highest rates of
income growth during 1970-79 were mining, petroleum, and finance.
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U.S. investments in Bermuda had the highest average annual growth rate
during 1971-79, and in 1979, Bermuda was the second largest source in North
America of investment income for the United States. Most of this income was
generated by U.S. investments in Bermuda's finance sector.

Table III-16 compares the rates of return on U.S. direct investments in
various countries and areas of North America with the world. The rate of
return on the direct investment position is defined as the ratio of income to
the average of the beginning- and end-of-year positions. It is an average for
existing investments at historical book value, and can thus be of only limited
use in predicting the profitability of prospective new investments. As shown
in table III-16, the rate of return on U.S. direct investment was greatest in
the Caribbean nations, particularly in the Bahamas. 1In contrast, the return
on U.S. direct investment in Canada and most Central American nations fell
short of the average rate of return which the United States earned on its
investments. On its direct investments in Mexico and Panama, the rate of
return fluctuated near the average which the United States earned on its
investments in the world.

Investment trends by sector

In this section, sectors are ranked in descending order according to the
level of investment (see tables III-17, III-18, and III-19). For the United
States and Canada, investment is compared for the years 1972 and 1977; for
Mexico, 1975 was the latest year for which data were available. As may be
expected, investment in the United States and Canada was more concentrated in
energy sectors than was the case in Mexico. The United States invested more
heavily in industries requiring advanced technology, while Canada's investment
was more concentrated in industries involving natural resources. Mexican
investment was located for the most part in industries requiring less
sophisticated technology. 1In all three countries, there was a trend toward
investment in increasingly complex industries.

Savings and Investment

Table ITI-20 compares savings and investment rates for selected countries
of North America. The table shows that Canada consistently had the highest
savings rate, while countries such as Honduras, Barbados, and Costa Rica had
the lowest savings rates. The United States, which had a consistently lower
savings rate than either Canada or Mexico, was the only country in which
savings exceeded investment in 4 of the 5 years compared. In most of the
countries, investment exceeded savings, and in the less-developed countries of
Central America and the Caribbean, the difference was noticeably greater than
in the more developed countries. For those countries which cannot finance
their investment from domestic savings, the difference must be made up with
foreign capital.

Capital/labor ratios

Capital/labor ratios are derived by dividing the total capital stock of a
country by its total available work force. Capital stock is defined as total 4
gross domestic capital formation and includes plants, equipment, land, and
livestock. It is obtained by accumulating investment flows, assuming an
average asset life of 15 years (which equals a 13.3 percent depreciation
rate). No other depreciation is assumed. The total available work force
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Table I1I-16.--U.S. Direct investment, rate of return,
by countries or areas, 1974-79 1/

(In percent)

Country or area . 1974 0 1975 ; 1976 . 1977 . 1978 © 1979
Canada 2 12.6 : 11.5 : 11.8 : 9.2 : 9.2 : 13.7
Mexico : 15.1 : 15.0 : 2.3 : 10.4 : 17.4 21.1
Panama : 18.3 : 23.1 : 11.7 : 15.3 : 10.9 : 15.9
Other Central America--—: 8.4 : 9.5 : 10.7 : 13.8 : 2.6 : 7.0
Caribbean H 21.5 : 19.7 25.0 : 21.2 21.5 24.5

Bahamas : 23.7 : 46.8 : 76.7 : 62.0 : 51.1 : 37.1

Bermuda : 23.9: 16.2: 2/ : 2/ : 2/ ' 21.1

Jamaica : 16.0 : 13.6 : 11.5 : 15.3 : 2/ : 2/
World : 18.1 : 14.2 : 14.6 : 14.0 : 15.8 : 21.0

1/ Rate of return is defined as
beginning- and end-of-year direct
2/ Not available.

income divided by
investment positions.

the average of the

Source: Compiled from official statistics of the Bureau of Economic
Analysis, U.S. Department of Commerce.
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Table III-17.—United States: Investment by sector and percentage
of total gross capital formation, 1972 and 1977

X 1972 X 1977
Rank ° ¢ Percent of: ¢ Percent of

: ttotal gross: ¢ total gross

Sector . Sector .

: ¢ capital : : capital

: ¢ formation : ¢ formation
l--—-: Electricity————————- —: 8.1 : Electricity--———===——- -3 7.7
2——--: Petroleum and gas—-—--- : 1.7 : Petroleum and gas-----: 3.9
3--—-: Transport equipment H ¢ Industrial chemicals--: 2.6

: (mainly motor : A : ’ :

: vehicles)------- —3 1.6 : :
4-—--: Industrial chemicals—: 1.1 : Transport equipment s

: : ¢ (mainly motor s

: _ : : vehicles) ——=======: 1.8
5----: Machinery n.e.c,——-——: 1.1 : Machinery n.e.c.——--——: 1.6
6----: Food products———=—=== : 1.1 : Paper and products-=—--: 1.2
7----: Electrical machinery—: .9 : Food productg——===—==—: 1.2
8-——--: Iron and steel—--———-— : .8 : Iron and steel——————— : 1.1
9--——: Paper and products———: .7 : Electrical machinery--: 1.0

10----: Textiles : «7 : Coal mining—-=---===-: 1.0
: Total : 17.8 : Total C s 23.1

Source: United Nations Yearbook of Industrial Statistics and International

Monetar

y Fund International Financial Statistics Yearbook.
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Table III-18.--Canada: Investment by sector and percentage
of total gross capital formation, 1972 and 1977

1972 : 1977
Rank } - “total gross: | Fotal gross
: Sector ¢ capital : Sector ¢ capital
: ¢ formation : : formation
1----: Electricity, gas, : : Electricity H
H steam : 8.2 : steam s 10.6
2---—: Petroleum and gas—-—-—: 3.6 : Petroleum and gas————— : 5.1
3----: Metal ore mining—----3 2.9 : Industrial chemicals—: 2.5
4~--—: Paper and products————3 1.9 : Metal ore mining--=---—-: 2.0
5----: Petroleum refineries—: 1.0 : Paper and products——--: 1.6
6----: Iron and steel------ —_ 1.0 : Other mining-------- -3 .9
7----: Food productg—--—===- : .9 : Iron and steel———-==-- : .9
8----: Wood productg=———=—-—3 .8 : Food products-—-—-=-- -1 .8
9----: Industrial chemicals—: .7 : Petroleum refineries——: .8
10----: Other mining-------- -_ .6 : Transport equipment---—:3
: s ¢ (mainly motor :
¢ : ¢ vehicles)-——————==—1 Y A
: Total K] 21.6 : Total s 25.9

Source: United Nations Yearbook of Industrial Statistics and International
Monetary Fund International Financial Statistics Yearbook.
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Table III-19.—Mexico: Investment by sector and percentage
of total gross capital formation, 1972 and 1975

: 1972 : 1975 ‘

s : Percent of: ¢ Percent of
Rank |, . . . 1

: - Sector .total.gross. Sector : tota . gross

: . _ ¢ capital : : _.capital

: ¢ formation : ¢ formation
1----: Industrial chemicals : : Industrial chemicals :

¢  (mainly synthet1c s _ ¢ (mainly synthetic :

: resing)—--—-—-- -— .8 resing)———=——-- —_ .6
2——--: Nonmetal products, s ¢ Nonmetal products, : A

¢ n.e.c. : .7 ¢ n.e.c. : .6
3----: Food prodycts—--—----3 .5 : Food productg—=--—————- : N
4--—: Iron and stééliw————- et B .4 : Transport equipment :

: : ¢ (mainly motor ¢

: . s : vehicles) ~===—===: N
5----:Transport equipment : : Paper and products—--: .3

: ¢ (mainly motor : : o ¢

s vehicles) —====u- : A :
6————: Textiles : .4 : Iron and steel-——————3:. <3
7----: Beverages : .3 : Metal ore mining—----: .3
8--—: Paper and products—-—: .2 : Beverages : .3
9----: Nonferrous metals——--: .2 : Other chemical pro- : '

: : : ¢ ducts (mainly drugs :

: H : and medicineg——====-: 2

10----: Glass and products—---——: .1 : Glass and products--—-: .1
s Total ' 3 4.0 : Total s 3.6

Source: United Nations Yearbook of Industrial Statxstlcs and Internatlonal
Monetary Fund Internat1ona1 Financial Statistics Yearbook. .
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Table II1-20.-—Savings and investment by countries, 1970 and 1974-77

(In percent)
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1/ Savings includes net current transfers from abroad.
Wor1ld Bank.

Source:
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consists of the employed, the unemployed, and the armed forces. Table III-21
compares the ratio of capital per worker for selected North American
countries. In general, the patterns in capital per worker reflect high rates
of growth in the 1960's and early 1970's, a leveling off of investment in the
mid-1970's, and the worldwide recession of the late 1970's. In Mexico, there
was a large increase in investment in oil equipment between 1973 and 1975, but
the growth in investment was smaller thereafter. In addition, in Mexico as
well as in Panama, the total available labor force grew at a more rapid pace
between 1975 and 1980 than did the capital stock, causing a decrease in
capital per worker.

Infrastructure

Transportation services and facilities

Ports.--Virtually all of the major maritime ports of the United States,
Canada, and Mexico have connecting rail 1/ and truck services, and are located
in metropolitan areas that are also served by aircargo and passenger
services. Generally, the maritime ports also have pipelines for delivery of
oil between ships and storage tanks. The United States, Canada, and Mexico
have pipeline networks also.

The United States and Canada have major maritime ports on their Atlantic

and Pacific coasts and the St. Lawrence Seaway. The United States and Mexico
have major ports on the Gulf of Mexico, and Mexico also has major ports on its

Pacific coast.

In the United States, financing the construction of certain dockside
facilities and/or deepening channels frequently has been administered by port
authorities operated by States. Because of increased foreign demand for U.S.
coal, and because of increased port congestion, plans are being developed to
improve the harbors and adjacent facilities of Baltimore, Md.; Hampton Roads,
Va.; and various other ports. Moreover, congressional action is being sought
to deepen the Lower Mississippi River channel, and to facilitate the movement
of coal-carrying barges into the Gulf of Mexico.

In Central America and the Caribbean, certain maritime ports of
significance to international trade are as follows: Bahamas--Nassau,
Freeport; Barbados—Bridgetown; Cayman Islands--Georgetown; Costa Rica--Limon,
Puntarenas; Dominican Republic--Santo Domingo, Puerto Plata; El Salvador--La
Union, La Libertad, Acajutla; 2/ Guadeloupe—-Pointe-a-Pitre; Guatemala--Puerto
Barrios, Santo Tomas de Castilla, San Jose, Champericoj Haiti--Port au Prince,
Cap Haitien; Honduras——Puerto Cortes; Jamaica--Kingston, Montego Bay;
Martinique--Fort-de-France; Nicaragua--Corinto, San Juan del Sur, Puerto
Sandino, Puerto Cabezas, Panama Canal Zone——Cristobol, Balboa, Bahia Las Minas
(Colon); Panama (other)--Almirante, Puerto Armwelles (o0il transfer terminal);
Trinidad and Tobago--Port of Spain, Pointe-a-Pierre, Point Fortin.

Intermodal transportation.--Recent years have seen the growth of
intermodal transportation, facilitated by the use of cargo containers that are
carried by ships, trains, and trucks. A typical length of such containers is
40 feet, generally carried two to a flatcar when moving by rail. Airfreight
carriers use smaller containers which are easily transferred to and from
trucks.

1/ At some ports, the railway tracks are not at dockside, but are in the

port area.
2/ Some freight, unloaded at Puerto Barrios, Guatemala, is forwarded to El

Salvador by train or truck.
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Table III-21.—Capital per worker, by countries, 1963, 1975, 1978, and 1980

(In constant 1966 dollars)

Country . 1963 : 1975 . 19781/ . 1980 1/
United States———--—————- : $9,204 : $11,270 : $11,306 : $11,699
Canada : 9,019 : 12,463 : 12,512 : = 12,570
Mexico : 1,469 : 2,969 : 2,680 : 2,378
Panama- s 1,315 3,084 : 2,680 : 2,378
El Salvador : 545 1,066 : 1,336 : 1,602

1/ Preliminary.

Source: Obtained from Harry Bowen,
U.S. Department of Labor.

Office of Foreign Economic Research,
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In the United States, freight traffic has grown with the growth of the
economy, but the percentage distribution among transport modes has changed
considerably, as shown in table III-22.

In designated years, United States highway mileage was as follows (in
thousands): 1/

1950 1960 1970 1975 1976 1977

Rural Mileage:
" Surfaced—------- 1,679 2,165 2,411 2,483 2,509 2,498
Total 2,990 3,116 3,169 3,199 3,209 3,180
Municipal Mileage—— 323 430 561 639 648 687
Total Mileage--—--- 3,313 3,546 3,730 3,838 3,857 3,867

During the same years, the route mileage of track owned and/or operated
by U.S. railroads was as follows (in thousands): 2/

1950 1960 1970 1975 1976 1977
Road Owned 1/ 224 218 206 199 176 190
Track Operated 1/ 2/ 237 230 220 215 191 209

1/ First track. Excludes other main tracks, yard tracks, and sidings.
2/ Includes mileage owned and operated in Canada.

The Federal Railroad Administration has found that about two-thirds of
the railroad freight tonnage moves on one-fifth of the route mileage of the
railroad network of the United States.

Because of deferred maintenance, both the highways and railroad track
structures of the United States have deteriorated considerably in recent
years. It must be observed that deferred maintenance of locks is a source of
concern in connection with certain inland waterways as well.

In Canada, in 1974, 295,807 kilometers (183,800 miles) of highways and
roads were under Federal or provincial jurisdiction and 564,912 kilometers
(351,000 miles) of roads and streets were under the jurisdiction of local
governments. 3/ In the same year, the length of first main track, on which
Canadian railways operated, was 71,239 kilometers (44,260 miles). In 1976,
the length was 70,471 kilometers (43,790 miles). &/

In Mexico, in 1972, highway mileage was almost 78,000 (125,500
kilometers), of which 25,000 miles (40,200 kilometers) were paved. The
jurisdiction of the Federal Government covered 21,000 miles (33,800
kilometers); that of State governments, an additional 21,000 miles (33,800
kilometers). The mileage of local roads amounted to about 36,000 (about
58,000 kilometers). Many of the Federal roads are designed to accommodate
tourism from the United States.

1/ Compiled from U.S. Bureau of the Census, op. cit., p. 638.

2/ Ibid., p. 657.

3/ Statistics Canada, Canada Year Book 1978-79.

4/ Weil, Thomas E., Area Handbook for Mexico, American University, 48
Washlngton, D.C., 1975. :
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Table III-22.—Volume of domestic intercity freight and percentage
distribution, by mode, in specified years 1950-1977

100.0

10

100.0

Mode * 1950 f 1960 : 1970 ! 1975 } 1976 [ 1977
f Volume (Billion ton-miles)

: s B s - s )
Railroads 1/------ —: 628: 595 : 771 : 759 ¢ 800 : 832
Motor vehicles~—=—=—- : 173 285 : 412 : 454 510 : 555
Inland waterways 2/-: 3/ 163 : 220 : 319 ¢ 342 373 : 368
0il pipelines———=———- s 129 ¢ 229 431 : 507 : 515 : 546
Domestic airways—-——3 4/ s 1 : 3 4 3 4 3 4
Total"- --------- H 1,094 HE 1’330 H 1,936 H 2,066 : 2’202 : 2,305

' f~ Percentage distribution 4

' : : : : : :
Railroads--————-—- —: 57.4: 44,7 : 39.8: 36.7: 36.3: 36.1
Motor vehicleg—-——-: 15.8 21.5 = 21.3 : 22.0 : 23.2 : 24.1
Inland waterways-—-—: 14.9 ¢ 16.6 : 16.5: 16.6 3 16.9 : 16.0
oil pipelines—' """" H 1108 H 17.2 H 2203: 2405 H 23.4 H 2307
. Domestic airways————: 5/ ¢ .1 .2 3 .2t .2 .2
Total—————==—=== H : 0.0 : : 100.0 ¢ 100.0 : 100.0

1/ Beginning in 1970, data
2/ Including Great Lakes.
3/ Excluding Hawaii.

exclude mail and express.

4/ Less than 500 million ton-miles.

5/ Less than 0.05 percent.

Source: U.S. Bureau of the Census,
States, 100th Ed., 1979, p. 635.

Stati#tical Abstract of the United
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Mexico's railway mileage (first-main-track basis) is about 15,000 miles.
In 1973, Ferrocarriles Nacionales de Mexico (National Railways of Mexico)
(NdeM), an autonomous Federal agency, operated 70 percent of the total
trackage and carried 80 percent of both freight and passenger traffic.

Shortages of railway freight-carrying capacity have been and are a
serious problem in Mexico 1/ and, from time to time, they have been a
bottleneck in trade between Mexico and the United States and Canada. On
occasion, because of problems in connection with the return of freight cars
from Mexico, United States railroad companies have placed embargoes on railway
freight shipments to Mexico.

A particularly bad tieup of railway equipment in December 1980 caused the
NdeM to place an embargo at border gateway points on railroad shipments from
the United States and Canada, unless the shipments were documented before
December 23, 1980. At the time it was imposed, this embargo was expected to
remain in effect through most of January. Sometime after imposing the
embargo, NdeM exempted automobile parts, and products for the oil industry and
electric utilities. Although Mexico has gradually increased the number of
exemptions to the embargo (17 items by January 21, 1981), it had not lifted
the embargo completely by late January.

The tieup in railway equipment occurred because northbound United States
and Canadian railcars were unable to pass the southbound cars waiting to enter
Mexico on the predominantly single track routes. According to the news
reports from Houston, Tex., between 35,000 and 45,000 U.S. rail cars were idle
in Mexico at the time the embargo was imposed. 2/ Among other things, the
embargo caused a backup of millions of bushels of U.S. grain destined for
Mexico. Railway freight <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>