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ix

EXECUTIVE SUMMARY

This report updates the statistics in previous studies by the Commission
of items 806.30 and 807.00 of the Tariff Schedules of the United States. It
briefly analyzes the data on and notes the trends in import totals during
1970-84 and the subject TSUS items by commodity groups and sources during
1981-84. Imports entered under items 806.30 and 807.00 combined increased by
77 percent, from $16.2 billion in 1981 to $28.6 billion in 1984; in 1984, such
imports accounted for 8.8 percent of total U.S. imports compared with
6.2 percent in 1981. A large! part of this growth can be attributed to U.S.
companies increasing their assembling of products overseas to lower their
production costs.

Imports under item 807.00 (U.S. articles assembled abroad) alone
increased by 77 percent in value during the period, to $28.1 billion in 1984,
representing 98.4 percent of the combined imports in that year. Motor
vehicles accounted for 47.8 percent of the value of item 807.00 imports in
1984. Other important imports under item 807.00 in 1984 were semiconductors
and parts (16.3 percent of the total), office machines and parts
(6.5 percent), and television receivers, apparatus, and parts (3.7 percent).
Of these, office machines and parts accounted for the fastest growth in item
807.00 imports during 1981-84, increasing from $730.5 million to $1.8 billion,
or by 152 percent. This increase in part reflected a general increase in
total imports of these items and increases in item 807.00 imports from
Singapore, Hong Kong, Mexico, and Taiwan; those countries became ineligible
for GSP treatment for various office machines and parts during the period.

Japan, Mexico, and West Germany together supplied $16.9 billion, or
60 percent, of U.S. imports under item 807.00 in 1984. Motor vehicles were
preponderant among item 807.00 imports from Japan and West Germany, as
producers in those countries increased their use of U.S.-made components in
the manufacture of automobiles and trucks to be shipped to the United States
(pp. 89 and 90). Machinery and equipment dominated imports from Mexico as
U.S. manufacturers took advantage of the lower labor costs in that country to
assemble labor-intensive products principally composed of U.S.-made materials
and parts (pp. 23 and 24).

Item 806.30 imports (U.S. metal articles processed abroad and returned
for further processing) increased by 76 percent, from $256.5 million in 1981
to $450.2 million in 1984, despite a 5 percent decline in the value of such
imports in 1983. The duty-free value of 806.30 imports was $309.3 million in
1984, representing 69 percent of the total value of 806.30 imports. Aluminum
was the principal article imported under this provision in 1984 as metal
brokers and traders associated with foreign entities in Japan and Canada
increased their arrangements to have raw materials shipped overseas from the
United States for intermediate processing and then returned for end-use
fabrication (p. 41).

Japan, Canada, Mexico, and Malaysia accounted for $401.9 million, or
89 percent of U.S. imports under item 806.30, in 1984. Aluminum was the
primary commodity shipped from Japan and Canada; Mexico supplied mostly
motor-vehicle bodies and chassis and motors and generators. Malaysia was the
major supplier of semiconductors, which were virtually the only product
imported from that country under item 806.30. ix



The tabulation below shows U.S. imports for consumption under TSUS items
806.30 and 807.00 for 1981 and 1984 (in millions of dollars):

1981 1984
Imports under item 806.30:

Total------ccommm e 256.5 450.2
Dutiable---------cccccmmmccmeeeoo 80.3 140.9
Nondutiable-----------cocmmommao 176.2 309.3

Imports under item 807.00:

Total--------cmmmc e e m oo 15,924.0 28,121.8
Dutiable--------c-ccmmmcmmea oo 11,653.9 21,221.0
Nondutiable--------cccccmmccmcaaaan 4,270.1 6,900.8

Imports under items 806.30 and 807.00:

Total-------cccmcmmcc e 16,180.8 28,572.0
Dutiable------ccmcmcmcc e e 11,653.9 21,361.9
Nondutiable-----------cccmcccacanaa- 4,526.9 7,210.1

Total U.S. imports----------c-ccoaaooo-- 259,012.0 322,989.5



INTRODUCTION

The purpose of this. special study is to present and analyze available
statistical data on imports entered under items 806.30 and 807.00 of the
special classification provisions of the Tariff Schedules of the United States
(TSUS) and to note trends in such imports. This report is not intended to be
a comprehensive factfinding investigatory study but rather a presentation and
elucidation of the most current official statistics.

Reports previously published by the U.S. International Trade Commission
on imports under items 806.30 and 807.00 1/ provided statistics for 1966
through 1983. This report contains statistics on total imports for 1970-84,
and those on imports under items 806.30 and 807.00 by principal sources and by
commodity groupings for 1981-84. These commodity groups are based on the
Commission’s Trade Monitoring Information Support System, which consists of
computer-generated import/export tables for key commodity aggregations. These
trade tables serve as the vehicle for a trade-monitoring or early warning
system that can alert the Commission to shifts in trade patterns and focus on
areas for further study. The sectors listed on the following page form the
base of both the trade monitoring system and this special study:

Agricultural, animal, and vegetable products;

Forest products;

Textiles, apparel, and footwear;

Chemicals, petroleum, natural gas, and related
products;

Minerals and metals;

Machinery and equipment;

Miscellaneous manufactures.

Explanation and Background of Items 806.30 and 807.00 1/

Items 806.30 and 807.00 are included in schedule 8, part 1, subpart B, of
the TSUS. Pursuant to the provisions of item 806.30, articles of metal
(except precious metal) that have been manufactured, or subjected to a process

1/ Previous studies by the U.S. International Trade Commission include
Economic Factors Affecting the Use of Items 807.00 and 806.30 of the Tariff
Schedules of the United States: Report to the President on Investigation No.
332-61 Under Section 332 of the Tariff Act of 1930, TC Publication 339,
September 1970; two unpublished reports, both entitled "Background Materials
on Articles Assembled and Fabricated Abroad, Items 806.30 and 807.00 of the
Tariff Schedules of the United States," Mar. 22, 1976, and July 9, 1976,
respectively; Import Trends in TSUS Items 806.30 and 807.00, USITC Publication
1029, January 1980; Imports Under Items 806.30 and 807.00 of the Tariff
Schedules of the United States, 1977-80, USITC Publication 1170, July 1981,
Imports Under Items 806.30 and 807.00 of the Tariff Schedules of the United
States, 1979-82, USITC Publication 1467, January 1984; and Imports Under Items
806.30 and 807.00 of the Tariff Schedules of the United States, 1980-83, USITC
Publication 1688, April 1985. ’




of manufacture, in the United States, exported for processing, and then
returned to the Unitesttates for further processing are subject to duty only
on the value of the foreign processing. Under item 807.00, imported

articles assembled in foreign countries with fabricated components that have
been manufactured in the United States are subject to duty upon the full value
. of the imported product less the value of the U.S.-fabricated components
contained therein. No further processing in the United States is required for
articles imported under item 807.00. The provisions of the respective items
and applicable headnotes are as follows:

Schedule 8-Special Classification Provisions
Part l-Articles Exported and Returned
Subpart B.-Articles Advanced or Improved Abroad

Subpart B headnotes:

1. This subpart shall not apply to any article
exported--

(a) from continuous customs custody with remission,
abatement, or refund of duty;

(b) with benefit of drawback;

(c) to comply with any law of the United States or
regulation of any Federal agency requiring exportation; or

(d) after manufacture or production in the United
States under item 864.05 of this schedule.

2. Articles repaired, altered, processed, or otherwise
changed in condition abroad.--The following provisions
apply only to items 806.20 and 806.30:

(a) The value of repairs, alterations, processing,
or other change in condition outside the United States
shall be--

(i) the cost to the importer of such
change; or
(ii) if no charge is made, the value
of such change,
as set out in the invoice and entry papers; except that,
if the appraiser concludes that the amount so set out does
not represent a reasonable cost or value, then the value
of the change shall be determined in accordance with
section 402 of this Act.

(b) No appraisement of the imported article in its
changed condition shall be requirediunless necessary to a
determination of the rate or rates of duty applicable to
such article. :

(c) The duty upon the value of the change in
condition shall be at the rate which would apply to the
article itself, as an entirety without constructive

1/ A copy of the Customs Regulations pertaining to items 806.30 and 807.00,
as set out in vol. 19 of the Code of Federal Regulations, is provided in

app. A.



separation of its components, in its condition as imported
if it were not within the purview of this subpart. If the
article, as returned to the United States, is subject to a
specific or compound rate of duty, such rate shall be
converted to the ad valorem rate which when applied to the
full value of such article determined in accordance with
section 402 of this Act would provide the same amount of
duties as the specific or compound rate. In order to
compute the duties due, the ad valorem rate so obtained
shall be applied to the value of the change in condition
made outside the Urited States.

3. Articles assembled abroad with components produced
in the United States.--The following provisions apply only
to item 807.00:

(a) The value of the products of the
United States assembled into the imported
article shall be--

(1) the cost of such products at the
time of the last purchase; or
(ii) if no charge is made, the value of
such products at the time of the
shipment for exportation,
as set out in the invoice and entry papers; except that, if
the appraiser concludes that the amount so set out does
not represent a reasonable cost or value, then the value
of such products shall be determined in accordance with
section 402 or 402a of this Act.

(b) The duty on the imported article shall be at
the rate which would apply to the imported article 1itself,
as an entirety without constructive separation of its
components, in its condition as imported if it were not
within the purview of this subpart. If the imported
article is subject to a specific or compound rate of duty,
the total duties shall be reduced in such proportion as
the cost or value of such products of the United States
bears to the full value of the imported article.

4. No imported article shall be accorded partial
exemption from duty under more than one item in this
subpart.



Item Articles Rates of dutj

.,

: Articles returned to the United States after having
been exported to be advanced in value or improved
in condition by any process of manufacture or other :

means: :
806.30 : Any article of metal (except precious metal) ¢ A duty upon the
: manufactured in the United States or subjected to : value of such
a process of manufacture in the United States, if : processing
exported for further processing, and if the : outside the
exported article as processed outside the United : United States
States, or the article which results from the : (see headnote
processing outside the United States, is returned : 2 of this sub-
to the United States for further processing........: part)
807.00 : Articles assembled abroad in whole or in part of fab-: A duty upon the
: ricated components, the product of the United ¢ full value of
States, which (a) were exported in condition ready : the imported
: for assembly without further fabrication, (b) have : article, less
¢ not lost their physical identity in such articles : the cost or
: by change in form, shape, or otherwise, and (c) : value of such
: have not been advanced in value or improved in : products of
: condition abroad except by being assembled and : the United
: except by operations incidental to the assembly : States (see
process such as cleaning, lubricating, and paint- : headnote 3 of
ing....... ..o iiiiiine ettt et et ettt : this subpart)

As provided in the above headnotes, no imported article may be accorded
partial exemption from duty under more than one of these tariff items. 1/
Neither may an article benefit from these tariff provisions if it was
previously exported with remission, abatement, or refund of duty or with the
benefit of drawback, or after manufacture or production in bond under the
provisions of TSUS item 864.05.

The rate of duty upon the dutiable portion of the value of the articles
imported under each of these tariff items is the rate that would otherwise
apply to the article itself as an entirety under TSUS schedules 1 through 7
(if it were not under the purview of schedule 8). 2/ With respect to entries
under item 806.30, the duty, as noted, is assessed only against the value of
processing (value added) outside the United States. The form of the metal

!

1/ An article could, however, be exported and returned to the United States
under one item and be subsequently reexported and returned under another if
this were economically feasible and if the form of the article had been
sufficiently changed after its first importation. Thus, for example, a metal
article exported and returned to the United States under item 806.30 for
further processing in such a way as to constitute a new "fabricated" article
or component as defined by the Customs Service could then be reshipped abroad
for assembly and returned under the provisions of item 807.00.

2/ In this connection it is to be noted that the entry of an article under
either of these tariff items does not relieve it from quantitative limitations 4
imposed under other provisions of law, such as certain textile and apparel
articles covered by the Arrangement Regarding International Trade in Textiles.




article may be changed in the process so long as the resulting imported
product undergoes further processing after its return to the United States.
Under item 807.00, the duty exemption is limited to those fabricated
components, the product of the United States, that were exported in a
condition ready for assembly without further fabrication, that have not lost
their physical identity by a change in form, shape, or otherwise, and that
have not been advanced in value or improved in condition abroad except by
having been assembled.

When the applicable rate of duty is a specific or compound rate, the
method of computing duties oh item 806.30 entries differs from that used for
item 807.00 entries. With respect to entries under item 806.30, the specific
or compound rate applicable to products provided for in schedules 1-7 of the
Tariff Schedules of the United States is converted to an ad valorem
equivalent, which if applied to the full value of the article would yield the
same amount of duties as the specific or compound rate. This ad valorem rate
is then applied to the value of the foreign processing. Under item 807.00,
the specific or compound rate is computed on the entire article, and the total
duties are reduced in such proportion as the cost or value of the products of
the United States bear to the full value of the imported article. For customs
purposes, the value of processing under item 806.30 and the value of U.S.
products for purposes of item 807.00 are based on the invoice costs to the
importer, so long as the Customs Service determines such costs or values to be
reasonable. Otherwise, the value is determined in accordance with section 402
or, rarely, 402a of the Tariff Act of 1930 (19 U.S.C. 140la). 1/

. While most rates of duty in the TSUS are "bound rates" because of
trade-agreement concessions the provisions of items 806.30 and 807.00 are
not. Thus, the elimination or amendment of these tariff provisions may be
effected by the Congress without impairment of U.S. trade-agreement
obligations or concessions notwithstanding that the result of such action
could be an increase in the amount of customs duties collected.

General Comments

Firms using the provisions of items 806.30 and 807.00 of the TSUS do so
for various reasons. U.S.-owned multinational firms that manufacture or
procure most of the components of the imported product abroad use some
U.S.-made components because of special U.S. requirements in the final
product, or because their own U.S. plants produce better components or produce
them at lower unit cost. Foreign producers utilize the provisions for the
same purposes through their U.S. affiliates or subsidiaries. In some cases,
particularly under item 806.30, the opportunity to take advantage of foreign
technological expertise or specialized or available equipment may be the
reason for using the provisions. However, the provisions are probably

1/ Sec. 402 of the Tariff Act of 1930 provides the basic methods of
valuation, for customs purposes, of merchandise imported into the United
States. This section was amended by title II of the Trade Agreements Act of
1979 (Public Law 96-39, July 26, 1979) to incorporate in U.S. law the
substance of an international agreement on customs valuation that was reached
in the Tokyo Round of Multilateral Trade Negotiations. Section 402a was
repealed by the same public law, in section 201(b).



utilized most frequently as a method for U.S. manufacturers to lower their
costs in order to be combgtitive with foreign manufacturers or other U.S.
manufacturers.

In labor-intensive operations, the duty-free portion of imported
_articles, represented by the value of the U.S. components, will generally be
low, whereas the reverse is true in non-labor-intensive operations (providing
that foreign-made components are not utilized). On the other hand, the cost
of labor in less developed countries (LDC’s) may be so much lower than that in
the United States that labor intensive operations in which labor represents
the greater cost in the United States might be the reverse abroad, in which
case the duty-free value would be the larger share of the total value.

The duty-free value of item 806.30 imports usually constitutes a major
portion of the total value because only the value of processing abroad is
dutiable. Under item 807.00, however, not only the value of assembly abroad
is dutiable, but also the value of any non-U.S.-made parts being assembled, in
addition to any other costs making up part of the customs value of the
product. Therefore, the duty-free portion of item 807.00 imports is usually
the lesser portion of the total value.

For some products requiring technological expertise in their manufacture,
the procurement of foreign components to be assembled abroad along with U.S.
components may be minimal initially. However, as foreign plants gain
expertise and the U.S. firms become satisfied with the foreign-made
components, more of them may be used if the cost factors so warrant. This
will be particularly true when the imported final product has a low U.S. duty
rate that will not counterbalance the savings reflected in the use of
foreign-made components rather than U.S.-made components.

Imports

The share of the value of total U.S. imports accounted for by imports
under items 806.30 and 807.00 combined reached 8.8 percent in 1984, the
highest point during 1970-84 (see figs. 1 and 2). This compares with
3.8 percent in 1970 and a range of 5.0 to 7.5 percent during the years
1971-83. The combined value of imports under items 806.30 and 807.00 rose
annually--except for a slight decline in the recession year 1975, when total
imports also declined--from $2.2 billion in 1970 to $28.6 billion in 1984 (see
fig. 3 and app. B, table B-1). The trend has been toward increasing imports
from LDC’s. In 1976, the share of imports from developed countries dropped to
a low of 51 percent; however, some of this sharé was regained during 1977-84,
when developed countries accounted for between 55 and 57 percent of the total
(see app. B, tables B-2, B-3, B-4, and B-5).

The slight change after 1976 in combined imports under items 806.30 and
807.00 from beneficiary LDC’s apparently resulted from implementation of the
Generalized System of Preferences (GSP), 1/ which permits duty-free entry of

1/ The GSP under title V of the Trade Act of 1974, provides duty-free entry
to specified eligible articles imported directly from designated beneficiary
developing countries. GSP, implemented by Executive Order No. 11888 of Nov.
24, 1975, applies to merchandise imported on or after Jan. 1, 1976, and is
scheduled to remain in effect until July 4, 1993.
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eligible articles from those countries. Entry of the imports would then be
made under schedules 1-7 of the Tariff Schedules of the United States in lieu
of items 806.30 and 807.00, as noted in a Commission report on the effects of
the GSP. 1/ Duty-free imports under the GSP during 1981-84 were as follows:

Ratio of value of

Ratio of value GSP imports to total
of GSP imports imports of articles
Year Value to total imports eligible for GSP
Billion
dollars '~ Percent Percent
1981........00viiien 8.4 3.2 13.8
1982........ .. .., 8.4 3.5 13.8
1983. ... . it 10.8 4.3 15.2
1984......... . 13.0 4.1 13.1

Imports under item 807.00 were much greater than those under item 806.30,
accounting for 91 percent of the combined total in 1970 and 98 percent in
1984. The duty-free value (basically the value of the U.S.-made component) of
the combined imports under items 806.30 and 807.00 was 24 percent of the total
value in 1970 and 25 percent in 1984 (see fig. 4 and app. B, table B-1).
During the last 15 years, the low and high points for the total value of item
807.00 imports occurred in 1970 and 1984, respectively, and those for item
806.30, in 1971 and 1974, respectively. 2/

Item 806.30

Imports under item 806.30 in 1984 were valued at $450.2 million; more
than double the 1970 value of $204.0 million. The duty-free value of item
806.30 imports increased from $102.6 million in 1970 to a high of
$303.3 million in 1974, then generally declined through 1980 before rising
once again. In 1984, the duty-free portion of the value was $309.3 million,
the highest value for the period. The ratio of the duty-free value to the
total value of item 806.30 imports during 1970-84 ranged between a low of
50.3 percent in 1970 and a high of 68.7 percent in 1981 arnd 1984 (see fig. 5
and app. B, table B-1).

Principal products imported under item 806.30.--Aluninum, particularly
wrought aluminum other than foil, was the principal import under item 806.30
in 1984 as increasing amounts of unwrought aluminum alloys were exported from
the United States for further processing in countries such as Japan and

1/ study of the Effects of the Generalized System of Preferences on U.S.
Trade in the Program’s First Year of Operation, 1976 Staff Research Study
No. 12, March 1978, pp. 38-48. '

2/ Adjustments made in Census-reported data for 1984 are shown in app. C.

10
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Canada. Imports of all aluminum articles under item 806.30 rose from

$66.8 million in 1981 to $280.8 million in 1984. The 1984 figure represented
62 percent of total 806.30 imports. Semiconductors also comprised a sizable
portion of the value of imports during 1981-84. Minerals and metals
constituted the primary import category (see app. B, table B-6).

Principal sources of item 806.30 imports.--By comparing the six principal
sources of item 806.30 imports in 1984 with those in 1970 (fig. 6), it may be
noted that three of the sources--Canada, West Germany, and Belgium--remained
significant sources; but Japan, Mexico, and Malaysia replaced Singapore,
France, and Italy as principal sources. -

During 1981-84, developed countries accounted for the bulk of item 806.30
imports, reaching a period high of 84.4 percent, or $380.7 million in 1984 ‘
(app. B, table B-2). Japan remained the most important source of item 806.30 f
imports from developed countries, supplying $209.4 million, or 55 percent of -
the total value of such imports from developed countries, and nearly
47 percent of the total value of item 806.30 imports from all sources.

Canada, the second most important source of item 806.30 imports in 1984,
accounted for $133.4 million, or 30 percent of all item 806.30 imports. West
Germany ranked consistently behind Canada among the developed countries, with
$22.9 million, roughly 5 percent of the 1984 total (see app. B, table B-7).

Among the developing countries, Mexico, Malaysia, and Singapore were the
leading sources of item 806.30 imports during 1981-84. Of the $69.5 million -.
value of item 806.30 imports from developing countries in 1984, Mexico '
($32.4 million) and Malaysia ($26.7 million) together supplied 85 percent of
the imports. However, developing countries only accounted for about
15.4 percent of all item 806.30 imports in 1984, down from 33.9 percent in
1981 as other programs such as the GSP were increasingly used to reduce tariff
costs from such countries.

Unlike item 807.00 imports, no significant difference is evident in the -
ratio of duty-free value to total value of item 806.30 imports from developed.
and developing countries, probably because the inclusion of foreign-made : .
components is not a fa¢tor in item 806.30 operations. N N

Principal products imported from the 10 major sources of item 806.30 .
imports in 1984.--Aluminum imported under item 806.30 from Japan in 1984 was
valued at $198.7 million, or 95 percent of the total value (see app. B,
table B-8). The duty-free value element of all 806.30 imports from Japan
amounted to $142.0 million, or 68 percent of the total value in 1984 (see
app. B, table B-8).

Imports from Canada under item 806.30 in 1984 were valued at
$133.4 million and consisted largely of aluminum, miscellaneous minerals and
metals, and iron and steel mill products. The duty-free value of these 806.30
imports was $101.9 million, or 76 percent of the total (see app. B, table B-9).

Motors, generators, and motor-vehicle parts made up a large portion of
the $32.4 million value of 1984 imports from Mexico as U.S. manufacturers of
motor vehicles and parts continued to take advantage of the relatively low
labor costs in that country for intermediate processing of such articles. The
duty-free component of all item 806.30 imports from Mexico was $24.6 milllfon,
or 76 percent of the total from that country (see app. B, table B-10).
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Semiconductors, including parts, consisting primarily of devices such as
integrated circuits sent by U.S. producers for final component manufacture and
returned for testing and marking, constituted virtually all of the
$26.7 million value of item 806.30 imports from Malaysia in 1984. The
duty-free value of such imports was §$15.6 million, or 58 percent of the total
_ (see app. B, table B-11).

Item 806.30 imports from West Germany amounted to $22.9 million in 1984
and consisted mainly of certain inorganic chemical compounds, and unwrought,
unalloyed tantalum. The duty-free value was $10.8 million, or 47 percent of
the total item 806.30 value (sée app. B, table B-12).

In 1984, iron and steel mill products and miscellaneous minerals and
metals were the sole imports under item 806.30 from Belgium and Luxemburg and
represented a relatively small percentage of total U.S. imports of iron and
steel mill products. The duty-free value was $2.8 million, or 44 percent of
the total value of $6.5 million (see app. B, table B-13).

Item 806.30 imports from Singapore in 1984 were dominated by parts of
electronic tubes, representing $4.5 million of the total of $4.6 million. The
duty-free value of all imports under item 806.30 was $2.4 million, or
53 percent of the total value (see app. B, table B-14).

Aluminum and iron and steel mill products accounted for approximately
99 percent of the $4.0 million value of 1984 item 806.30 imports from Italy.
The duty-free value of ‘$2.7 million represented 68 percent of the total value
of imports from Italy (see app. B, table B-15).

Aluminum accounted for $1.7 million, or 59 percent, of the value of item
806.30 imports from France in 1984. The duty-free value of $1.5 million was
57 percent of the total value (see app. B, table B-16).

Item 806.30 imports from Taiwan in 1984 were primarily made up of
aircraft and spacecraft parts, which accounted for 98 percent of the total
value of $2.1 million. The duty-free value of $1.8 million was 83 percent of
the total value of imports from Taiwan (see app. B, table B-17).

Item 807.00

The total value of item 807.00 imports in 1984 was over 14 times their
value in 1970, having risen from a little over $2.0 billion (or 5.0 percent of
the $39.8 billion of total imports) in 1970 to $28.1 billion (or 8.7 percent
of the $323.0 billion of total imports) in 1984 and having declined only
during the recession year of 1975. The duty-free portion of value in 1984 was
over 16 times that in 1970, having increased annually (except for 1975) from
$434 million in 1970 to $6.9 billion in 1984. Thus, whereas in 1970 the
duty-free component of item 807.00 imports was 21.6 percent of the total value
of such imports, by 1984 it accounted for 25 percent of the total value (see
fig. 7 and app. B, table B-1). :

During the most recent 4-year period, 1981-84, the total value of item
807.00 imports increased by 77 percent, from $15.9 billion to $28.1 billion,
and the duty-free portion of that value rose by 62 percent, from $4.3 billkion
to $6.9 billion (app. B, table B-1).
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Principal products imported under item 807.00.--Metal products have been
the most prominent imports under item 807.00; among them, motor vehicles alone
accounted for 44 percent of the average annual value of all item 807.00
imports during 1981-84. Semiconductors and their parts, television receivers
and apparatus and parts, and office machines and their parts were also among
the principal articles imported under item 807.00 in 1981-84. Imports of
textile garments as a group were fairly important as well. Motor-vehicle
parts were another sizable trade group (see app. B, table B-18).

Principal sources of item 807.00 imports.--By comparing the six principal
sources of item 807.00 imports in 1984 with those in 1970 (fig. 8)--the year
of the Commission’s first investigative report on items 807.00 and 806.30--it
may be noted that four sources--West Germany, Mexico, Canada, and Japan--were
prominent in both years; Malaysia and Singapore have replaced Hong Kong and
Belgium 1/ as prime sources in more recent years. The share of imports
accounted for by the principal sources changed, with the developed countries
declining in importance and the LDC’s rising. This development parallels the
increasing share of U.S. imports supplied in general by LDC’'s in recent years.

During 1981-84, Japan and West Germany were by far the most important
individual sources of item 807.00 imports from developed countries, with
imports from Japan surpassing all others; Mexico, was the principal source
among the less developed countries. In 1984, Japan supplied 30 percent of the
value of all imports under item 807.00; Mexico, approximately 17 percent; and
West Germany, 13 percent. Canada, Sweden, France, and the United Kingdom were
other important developed country sources during 1981-84. Among other LDC's,
Malaysia, Singapore, the Philippines, the Republic of Korea, and Taiwan were
the most prominent, with imports from Malaysia and Singapore increasing
annually during 1981-84. Imports from Malaysia under item 807.00 were up
58 percent in 1984 over those of 1981; Singapore, up 51 percent. Developed
countries supplied 57 percent ($16.0 billion) of the total value of all item
807.00 imports in 1984, and LDC’s were the source of 43 percent
($12.1 billion) (app. B, tables B-4 and B-5).

The ratio of duty-free value to total customs value of item 807.00
imports differed greatly for developed and less developed countries. For
developed countries, the duty-free portion of the value was only a small part
of the total value, ranging from 5 to 8 percent during 1981-84. For the
LDC’'s, the duty-free element of the value during the same period averaged
49 percent. The reason for the difference probably lies in the wider use
among LDC’s of U.S. components in products for the U.S. market as well as in
the lower cost of LDC labor.

Principal products imported from the 10 major sources of item 807.00
imports in 1984 (see app. B, table B-19).--Motor vehicles were the chief
products entered under item 807.00 from Japan in 1984, accounting for
$7.9 billion, or 95 percent of the $8.4 billion total of all such imports from
Japan. Other machinery and equipment, such as miscellaneous mechanical
equipment, rail locomotives, and motor-vehicle parts, made up most of the
remaining 5 percent. The duty-free value of all item 807.00 imports from
Japan was $152.0 million, or 2 percent of the total wvalue. This probably
reflects the fact that for most of these types of articles from Japan, some

17

1/ Data available on imports from Belgium include imports from Luxembourg.
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U.S. parts or materials were used either because U.S. standards, operating
conditions, or tastes were to be satisfied, or because the U.S. products were
considered superior (see app. B, table B-20). 1/

Machinery and equipment also dominated imports from Mexico under item
807.00 in 1984, accounting for $4.0 billion, or 85 percent of the $4.8 billion
" total. Television apparatus and parts, other electronic and electrical
articles, transportation machinery, and office machines and their parts
predominated. Articles of wearing apparel and miscellaneous manufactured
articles (e.g., scientific instruments and certain furniture) were also
important. In sharp contrast to imports from the developed countries, the
duty-free element of the value of all item 807.00 imports from Mexico was
$2.5 billion, which represented 53 percent of the total import value. The
large duty-free share of the total value presumably reflects the use of the
provisions of item 807.00 to take advantage of the lower labor costs in that
country to assemble labor-intensive products principally composed of U.S.-made
materials and parts (see app. B, table B-21).

Motor vehicles accounted for $3.6 billion, near1y194 percent of all item
807.00 imports from West Germany in 1984. The remainder consisted mainly of
piston-type internal combustion engines and various types of industrial
machinery and mechanical equipment. The duty-free portion of the value of all
item 807.00 imports from West Germany in 1984 amounted to $79.3 million, or
2 percent of the total value, possibly indicating that most of the U.S.
components would have been used regardless of the availability of the
provisions of item 807.00 (see app. B, table B-22).

The composition of item 807.00 imports from Canada in 1984 was fairly
diverse, but the greater part consisted of office machines and parts,
semiconductors and other electronic and electrical products, and various types
of industrial machinery. The duty-free value element of $657.2 million was
33 percent of the total value of $2.0 billion (see app. B, table B-23).

Semiconductors and parts accounted for $1.3 billion, or 90 percent of the
value of all item 807.00 imports from Malaysia in 1984. ' The remainder
consisted largely of radio apparatus, other electronic and electrical
products, and machines for working metal, stone, and other materials. The
duty-free portion of the value of all item 807.00 imports from Malaysia in
1984 was $814.4 million, or 57 percent of the total value (see app. B,
table B-24).

Singapore’s contribution to imports under item 807.00 in 1984 consisted
mainly of office machines and semiconductors. The duty-free value share of
all item 807.00 imports was $317.5 million, nearly 25 percent of the
$1.3 billion total (see app. B, table B-25).

Semiconductors and parts, with a value of $818.5 million, constituted
about 90 percent of the value of item 807.00 imports from the Philippines;
much of the remainder consisted of body-supporting garments, office machines
and parts, and watches and clocks. The duty-free value element of all item

1/ All percentage calculations in this section are based on data presented

in the appendix tables, not on the data presented in the text.
19
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807.00 imports from the Philippines in 1984 accounted for 59 percent of the
total value of $911.0 million (see app. B, table B-26).

‘Sweden’s shipments to the United States under item 807.00 were mostly
made up of motor vehicles, which represented $898.1 million of the
$902.2 million total of such imports. The duty-free value share was only
$21.2 million, or 2 percent of the total value (see app. B, table B-27).

Item 807.00 imports from the Republic of Korea in 1984 were concentrated
in semiconductors and office machines. Semiconductors accounted for
$789.4 million, or 88 percent of total 807.00 imports from that country. The
duty-free part of the value, $547.0 million, was 61 percent of the total value
of $895.9 million in 1984 (see app. B, table B-28).

Item 807.00 imports from Taiwan were diverse in 1984, but consisted
largely of semiconductors and parts; television receivers, apparatus, and
parts; office machines; and pleasure boats. The total value of all item
807.00 imports from Taiwan was $735.5 million in 1984; $150.6 million, or
20 percent, was duty-free value (see app. B, table B-29).

HIGHLIGHTS OF MAJOR TRENDS

The purpose of this section is to present information and/or analyses of
special importance to the classification provisions of items 806.30 and
807.00. The material presented is included on an ad hoc basis.

For the first write-up, the Mexican Government's maquila program is
discussed. Mexico’s maquila program is of particular importance to 806.30 and
807.00 because of the variety and volume of products entered from Mexico
under this special arrangement.

Maquila conception

In Mexico, 806.30/807.00 operations are known as "maquilas" or
"maquiladoras"; both words are derived from an 0ld Spanish word meaning, "the
amount of grain paid to the miller to grind the corn." Such operations have
existed in Mexico since 1965. The program, established to encourage the
location of facilities in Mexico and provide local employment, began after a
Mexican Government tour of Far Eastern Nations. The Secretary of Industry and
Commerce believed that the development model demonstrated in the Far East,
which took advantage of abundant labor supplies to produce labor-intensive
goods, could help solve Mexico’s high unemployment problems along the Northern
border. 1/ (After the Bracero program ended, halting the legal entry of
seasonal agricultural workers into the United States, Mexico was left with
thousands of unemployed workers who had migrated from the interior to the
Northern border, providing a large source of unskilled labor 2/). To finance

1/ "U.S. Investment in Mexico’s Maquiladora (In-Bond Assembly) Industry",
John H. Christman, American Industrial Parks, Inc., El1 Paso, Texas, p. 1.

2/ Management Practices and Personnel Policies of the Maquiladoras -- A
Cooperative Manufacturing Effort Between the United States and Mexico, Peter
W. Dorfman and Jon P. Howell, New Mexico State University, Las Cruces, New
Mexico, May 27, 1983, p. 1.

20
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the development of assembly and processing operations, Mexico offered
incentives to U.S. firms to encourage investment. Mexico believed the
development of maquila operations would not only attract much needed foreign
investment, but would stabilize the employment situation along the Northern
border by developing the skill level of the workers and the area’s
manufacturing capabilities. 1/

Maquila operations, concentration, and location

The maquila program expgnded rapidly, and the location of plants
broadened to include the interior of Mexico, though most operations remain
near the Northern border. At the end of 1965, there were 12 operating plants
employing 3,000 people; 2/ by the end of 1984, there were approximately 667
plants employing 199,500 people. Until 1972, maquila operations were confined
to a 20-kilometer border strip adjacent to the United States, but the
Government expanded the operational base to the interior, excluding the major
industrial hubs of Mexico City and Monterey, to encourage the integration of
Mexican components in the assembly process. The ultimate goal of the Mexican
Government is to increase the skill level of domestic workers and to combine
imported industrial technology with domestic content to produce nontraditional
exports. Of the 667 plants operating in 1984, 88 percent were located within
the 20-kilometer border zone; the remainder in the interior of Mexico. The
City of Juarez accounted for 23 percent of all maquila plants in 1984, making
it the city with the largest concentration of in-bond companies. 3/ Tijuana
ranked second with 22 percent, followed by Mexicali with 10 percent. In terms
of employment, Juarez ranked first again, accounting for about 36 percent of
all people employed in Mexico’s maquiladoras. Tijuana ranked second,
accounting for 11 percent and Matamoros third, accounting for 10 percent of
total maquiladora employment in 1984. 4/

Types of maquila operations

There are three types of operating plants in the maquila program in terms
of ownership and legal responsibility: (1) captured, (2) sheltered, and (3)
subcontractor. The captured operation is majority foreign owned and located
in Mexico (i.e., a subsidiary type of operation). The sheltered operation is
100-percent Mexican owned but allows foreign management from a single firm to

1/ Mexico: Its in-bond industry, your investment opportunity, Mexican
Foreign Trade Institute, 06140 Mexico, D.F. Mexico, 1984, p. 3 and Article 1
of the Mexican Decree for Development and Operating of in-bond Export Industry
Aug. 15, 1983.

2/ "U.S. Investment in Mexico’s Maquiladora (In-Bond Assembly) Industry,"
John H. Christman, American Industrial Parks Inc., El Paso, Texas, p. 1.

3/ Maquila operations are also referred to as "in-bond" companies because of
the distinctive regulation that provides for the temporary importation under
bond of machinery and equipment, replacement parts, raw materials, and in
general, anything needed to carry out normal operations and fulfill production
goals. ‘

4/ Percentages derived from data presented in the American Chamber of
Commerce of Mexico'’s maquiladora news letter, December 1984, that cites the
Mexican Secretariat of Programming and Budget as the primary source.
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operate the facilities (almost a rental facility). The subcontractor
operation is also 100-percent Mexican owned, but does not necessarily allow
foreign participation in management. It honors contracts with more than one
foreign company at the same time. In all three types of operations, the
factory workers are Mexican nationals, only the administrative and technical
~ worker participation varies. In most cases, U.S. companies have begun maquila
operations through either sheltered or subcontractor operations, avoiding
certain legal responsibilities and governmental red tape; these U.S. firms
typically establish a captured operation once they become accustomed to
manufacturing in Mexico. According to the Secretary of Industry and Commerce
in Mexico, captured operations that are wholly or majority U.S. owned
accounted for approximately 60 percent of all maquila operations in 1984,

Investment incentives

Both large U.S. multinationals and smaller companies with limited
experlence have invested in maquila operations over the years. Japan has also
become an important investor, in part to offset its less-competitive wage
status, according to industry sources along the border. (Labor costs in
Taiwan, Korea, and Singapore are lower than in Japan for many manufacturing
industries, creating pressure for Japanese firms to search for ways to reduce
costs). U.S. and Mexican Government officials and businessmen have stated
that investment in the maquiladoras has taken place for a host of reasons:

(1) since 1973 the Mexican Government has allowed 100-percent foreign
ownership (except in the textile and apparel industry) 1/, (2) duty-free
importation into Mexico of all machinery, equipment, and replacement parts
needed to establish operation is permitted, (3) duty-free entry and subsequent
tax-free exportation of foreign-purchased components brought in for processing
are allowed, (4) with the exception of textile and apparel goods, there is no
restriction on the items a maquila operation can produce for export 2/,

(5) there is a low minimum wage, which is very competitive internationally,
even with wages in the Far East 3/, and (6) authorization to lease land and
plant facilities in the coastal and border zones is given under a 30-year
"beneficial" trust arrangement 4/.

Other reasons cited by U.S. industry representatives during meetings in
El Paso for establishing maquila operations include: (1) the eligibility of
imports from Mexico for GSP duty-free treatment, subject to certain product
restrictions, (2) the duty-free entry of U.S. components processed off-shore,

1/ One-hundred percent foreign ownership was dllowed under the "1973 Law to
Promote Mexican Investment and Regulate Foreign Investment." However, the
company must be incorporated in Mexico and subject to Mexican law.

2/ Textile and apparel goods are subject to U.S. quotas.

3/ In mid 1985, the average wage in the maquilas was approximately 85¢ per
hour without benefits; $1.10 with benefits.

4/ In Mexico, corporations with foreign investment may not have direct
ownership of real property. However, in the case of maquiladoras, the foreign
company investing may enter into a trust agreement with a banking institution
that acts as trustee, and the beneficiary of the trust is allowed to use the
premises for a maximium of 30 years. After the term elapses, the real
property is transferred to a qualified Mexican buyer, and the proceeds from
the sale are given to the beneficiary of the trust.

22
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permitted by U.S. tariff provisions 806.30/807.00, (3) the availability of
administrative and technical workers from U.S. companies who can live in the
U.S. border towns, cross over the border when necessary to solve problems or
to work and then return to their homes in the United States 1/, (4) the ease
with which technology control can be maintained since the high-tech finishing
of the product can be performed in a "twin" plant just across the border in
the United States, and (5) the provision for taking production machinery out
of Mexico for 48 to 72 hours to be repaired in the United States and returned
to Mexico duty-free if the equipment accounts for 20 percent or less of the
plant’s total equipment. In addition to the reasons cited above, another is
that the turnaround time associated with transportation between the United
States and Mexico is 3 to 4 days compared with 3 to 4 weeks with countries
such as Malaysia and Singapore, according to industry sources. A shorter
turnaround time méans less inventory, which avoids the erosion of profits
caused by high interest rates associated with inventory financing.
Furthermore, the cost of energy is substantially lower in Mexico than in the
United States. Most maquilas reportedly operate on a standard 44 to 48 hour
work week, which increases the firms’ ability to meet sharp rises in demand.

Drawbacks to maquila operations

Despite the reported benefits to operating maquila programs, some
drawbacks may exist for U.S. companies. Such possible drawbacks currently
include: (1) a shortage of skilled Mexican technical and mid-level management
personnel, (2) infrastructure scarcities, such as limited housing, public
transportation, and day care centers for the large number of single-parent
families whose head of household is predominantly female, and (3) slow border
crossings caused by both Mexican and U.S. rules concerning transportation. An
equally important drawback for U.S. management is U.S. and Mexican labor union
opposition to maquila operations. Though maquila operations are viewed by
management as a means to reduce production costs and remain competitive with
non-U.S. producers, thus retaining jobs and production facilities in the
United States, which would otherwise have to be shut down or moved overseas,
U.S. labor unions have maintained that such operations export jobs. Mexican
labor unions, although able to exercise substantial influence and power in
Mexico, have no control over the maquila operations and view them as
exploitative.

Products suited for maquila processing

Products that appear best suited to the Mexican maquila operations
include electronics, electrical equipment, ceramics, automotive parts, and
toys. All of these industries involve numerous operations which require
manual dexterity. Consequently, females whose average age is 21 years make up

1/ The Ministry of the Interior (Secretaria de Gobernacion) is the Ministry
in charge of immigration in Mexico. Authorization for temporary entry can now
be obtained in Juarez and other areas along the border instead of only in
Mexico City as was the case in earlier years. This speeds up border crossings
in case of emergencies, such as when the production line is stopped due to

mechanical problems.
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a majority (approximately 75 percent) of the maquila workforce. Following is
a list of products with which, according to the Instituto Mexicano de Comercio
Exterior, Mexico’s maquila plants have a significant comparative advantage:

No. Product description

Brassieres of manmade fiber, ornamented

Men’s and boys’ cotton knit shirts, not ornamented

Men’'s and boys’ woven cotton coats, valued over $4 each, not ornamented

Men'’s cotton knit pajamas, valued over $1.50 per suit, not ornamented

Men's woven cotton sport shirts, yarn-dyed, not ornamented

Boys' woven trousers of cotton corduroy, not ornamented

Men'’s and boys’ woven, yarn-dyed, manmade-fiber dress shirts, not ornamented

Men’s and boys’ woven manmade-fiber dress shirts, not ornamented

Men'’s and boys'’ woven manmade-fiber shorts, not ornamented

10. Women'’s woven cotton blouses, ornamented

11. Women’s woven cotton trousers ornamented

12. Infant’s woven manmade-fiber dresses, ornamented

13. Women’s woven cotton blouses, not ornamented

1l4. Women's cotton denim trousers, not ornamented

15. Women's woven cotton corduroy trousers, ornamented

16. Women's, girls’ and infants’ woven wool suits, valued over $4 per pound,
not ornamented

17. Women’'s woven manmade-fiber shirts, not ornamented

18. Women’s other manmade-fiber coats, not knit, not ornamented

19. Sewing machines

20. Accounting, computing, and other data-processing machines

21. Data processing machines

22. Parts of calculating machines

23. Parts of automatic data processing machines

24, Parts of office machines

25. Radio-tape players, battery-operated

26. Radio-phonograph-tape player combinations

27. Transformers rated at less than 40 kva

28. Rectifiers and rectifying apparatus

29. Coils and inductors

30. Electric flatiromns

31. Electric hair dryers

32. Audio-frequency electric amplifiers

33. Parts for television cameras

34. Television receivers, 12-inch and under, monochrome screen

35. Television receivers, 19 inches and over, monochrome screen

36. Television receivers, 10 inches and under, color screen

37. Main PC, BD with special comp for color TV'’s without chassis frame

38. Main printed-circuit boards for color TV's

39. Tuners for television receivers

40. Antennas for television receivers

41. Deflection yokes, convergence assemblies, flybacks, focus coils, and
degaussing coils

42. Parts and subassemblies of television receivers

43. TV apparatus, converters, preamplifiers, and parts for cable TV

44, Digital clock radios, solid state, FM and AM/FM 24

45, Radio receivers, solid state, except AM, including clock or time, except

digital

.
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46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.

63.
64.
65.
66.
67.
68.
69.
70.
71.
72.
73.
74.
75.
76.
77.
78.
79.
80.
8l1.
82.
83.

84.
85.
86.

87.
88.
89.
90.

91.
92.
93.
94.
95.
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Radio receivers, solid-state broadcast band

Broadcast band radios, capable of receiving other bands

Radio apparatus and parts

Telephone answering machines, office type, except battery-operated

Tape recorders, audio, cassette-type, except stereo

Parts for tape recorders, dictaphones, recording and transcribing machines

TV combinations, black and white, with 6-inch screen or under

Radio-tape recorders, cassette-type

Radio-phono-tape recorders, portable, cassette-type, stereo

Indicator panels, light-emitting diode type

Electric-signaling devices

Fixed capacitors, ceramic, chips

Fixed capacitors, paper or film, less than 2 microfarads

Fixed capacitors, mica

Relays with contacts, rated at less than 10 amps

Switches, certain electrical

Other electrical apparatus for making or breaking electrical circuits and
parts

Fixed resistors, film, with leads, except resistor networks

Resistors, fixed, wirewound

Light-emitting diode lamps

Electronic receiving tubes

Transistors

Photosensitive diodes and rectifiers, except solar cells

Thyristors

Diodes and rectifiers :

Monolithic integrated circuits, linear

Bipolar monolithic integrated circuit memories

Emitter Coupled Logic bipolar monolithic integrated circuits, except memorie:

MOS random access memories

MOS memories, except random access

Microprocessers, mos

Integrated circuits

Chips, dice, and wafers, as parts for semiconductors

SPF, of electronic crystal components

Insulated electrical conductors with fitting

Electrical articles and electrical parts of articles

Ferrite core memories

Pleasure boats, internal combustion engine, inboard-powered, valued over
$15,000

Pleasure boats, sail-propelled, over 12 feet, valued over $15,000

Athletic footwear of leather for men, youths, and boys

Boots, including hunting boots, with uppers of over 90 percent rubber or
plastics

Vinyl footwear for men

Billfolds, letter cases and other flat goods made of leather

Handbags made of plastic materials

Watches with 7 jewels, metal case, with or without balance wheel and
hairspring

Clocks with watch movements and cases

Still camera parts, except parts with lenses.

Magnetic recording media, computer tape, unrecorded

Bicycles, with 19 to 21 inch wheels

Dice and chessmen 55
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96. Video games and parts thereof

97. Game machines and parts of game machines

98. Scale model railroads, stock, equipment, and parts

99. Dolls (except stuffed), up to 13 inches, with or without apparel
10Q. ' Stuffed dolls, with or without apparel

101. Toy musical instruments

102. Toys of rubber or plastics, noninflatable

" 103. Toys not having a spring mechanism, except kites

The product mix of imports from Mexico under item 806.30/807.00 was
predominantly made up of textile and apparel goods during 1966-72. However,
after the Government liberalized foreign ownership restrictions in the maquila
zone in 1973, a variety of industries began using the program, which quickly
raised the importance of the maquilas to the national economy. 1/ U.S.
imports from Mexico that entered under item 807.00 represented virtually all
industrial segments, though light industry accounted for the greater part of
the total dollar value. 2/ Besides Mexico, only Canada accounted for a
comparable variety of products entered under item 807.00. The tabulation
below shows the value of total 806.30/807.00 imports in 1984 and that of those
from Mexico and the share of Mexican imports for the six commodity groupings
discussed in this report:

Commodity group ' Mexico Total Mexican share

(81,000 (81,000

dollars) dollars) (In percent)
Agricultural, animal, and vegetable products... 85 7,381 1
Forest products........coiiiiiernnnnnonennsnns 97,271 109,392 89
Textiles, apparel, and footwear................ 295,235 926,441 32
Chemicals, coal, petroleum, natural gas, and 10,341 36,424 28
related products.
Minerals and metals..........ooovveennnceneanns 154,497 435,558 35
Machinery and equipment........................ 4,049,251 26,363,526 15
Miscellaneous manufactures...........oo0ivivunn 291,956 693,285 42

Though 806.30/807.00 imports from Mexico of machinery and equipment in
1984 accounted for only 15 percent of such imports, the value accounted for
83 percent of 806.30/807.00 imports from Mexico. A recent downturn in the
micro-computer industry has had a significant impact in some parts of the
maquiladoras. Diversification of industrial preduction is a current topic in
the maquilas, particularly as a result of what some in the area call
overdependence on a single sector.

1/ Maquila operations represented Mexico’s third largest source of hard
currency; petroleum exports and tourism were the top two sources,
respectively. Because of the importance of the maquila operations, the
Mexican Government is now looking for ways to increase Mexican content while
expanding the role that maquilas play in the economy.

2/ See page 17 for a discussion of the principal products entered under item
807.00 from Mexico. Appendix table B-21 lists the various 807.00 imports, the
duty-free value, and the dutiable value. ’ 26
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In general, the variety.of industrial investment in the maquiladoras has
increased the skill level of the Mexican workers. Reportedly, integration of
the maquilas into the Mexican economy has increased the competitiveness of
Mexican manufacturers, increased the job multiplier of maquila employment, and
increased diversity in the Mexican economy.

SELECTED COMMODITY GROUPS IMPORTED UNDER ITEM 806.30
The following is a brief discussion of selected commodity groups imported
under TSUS item 806.30, as shown in app. B, table B-6 of this report.
Chemicals, Coal, Petroleum, Natural Gas, and Related Products 1/
Imports of these articles under item 806.30 decreased from $16.1 million
in 1981 to $3.4 million in 1983, then rose to $10.4 million in 1984. The

ratio of imports under item 806.30 to total imports decreased from
0.02 percent in 1981 to 0.0l percent in 1984, as shown in table 1.

Table 1.--Chemicals, coal, petroleum, natural gas, and related products:
U.S. imports for consumption, total and under TSUS item 806.30, 1981-84

Ratio of 806.30
imports to

Year Total imports 1/ 806.30 imports total imports
1,000 dollars 1,00 dollars Percent

1981------------ 93,843,000 ’ - 16,091 0.02

1982-----cmmeun-a 78,062,000 9,424 .01

1983------------ 72,144,000 3,425 2/

1984-------c---- 79,357,000 10,377 .01

1/ Rounded.

2/ Less than 0.005 percent.

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

The duty-free value of imports entered under item 806.30 declined from
$11.6 million in 1981 to $2.1 million in 1983, then rose to $6.5 million in
1984. The ratio of duty-free value to the total value of item 806.30 imports
declined from 72.1 percent in 1981 to 62.8 percent in 1984, as shown in
table 2.

1/ Included here are the commodities classified in the following portions of
the Tariff Schedules of the United States: Schedule 4 (Chemicals and related
products), part 1 (J (pt.)) of schedule 5 (Nonmetallic .minerals and products),
and part 12(A), 12(C), and 12(D)(pt.)) of schedule 7 (Specified products;
miscellaneous and nonenumerated products). 7
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Table 2.--Chemicals, coal, petroleum, natural gas, and related products:l
U.S. imports. for consumption under TSUS item 806.30, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
1,000 dollars 1,000 dollars Percent

1981..........0000t 16,091 11,609 72.1

1982.........000ut 9,424 6,080 64.5

1983. ... it 3,425 2,090 61.0

1984.......0000unn 10,377 6,518 62.8

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

The principal commodity group of products for imports under item 806.30
for this sector is certain inorganic chemical compounds, which accounted for
$10.4 million in 1984. The sole supplier of imports under item 806.30 for
this sector in 1984 was West Germany.

Contact James A. Emanuel at 523-0334

Minerals and Metals 1/

U.S. imports of minerals and metals decreased from $34.4 billion in 1981
to $29.2 billion in 1982 before rising to $38.7 billion in 1984. Imports of
these items under item 806.30 steadily increased from $141.6 million in 1981
to $339.2 million in 1984. The ratio of imports under item 806.30 to total
imports was less than 1 percent throughout the period, as shown in table 3.

Table 3.--Minerals and metals: U.S. imports for consumption, total and
under TSUS item 806.30, 1981-84

Ratio of 806.30

imports to total
Year Total imports 806.30 imports imports
Million dollars Millions dollars Percent

1981................. 34,386.4 141.6T 0.4
1982.......00iite 29,246.8 264.6 .9
1983........000uie 29,332.7 267.0 .9
1984.......... 0000t 38,725.6 339.2 .9

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

1/ Included here are the commodities in the following portions of the Tariff
Schedules of the United States: Schedule 5 (Nonmetallic minerals and
products), except part 1J and schedule 6 (Metals and metal products), pts.

1, 2, and 3. 28
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The duty-free share of value for imports entered under item 806.30
increased during 1981-84, rising from $101.5 million in 1981 to $247.7 million
in 1984. The ratio of duty-free value to total value of item 806.30 imports
declined from 71.7 percent in 1981 to 69.2 percent in 1983 before rising to
73.0 percent in 1984, as shown in table 4.

Table 4.--Minerals and metals: U.S. imports for consumption under TSUS
item 806.30, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.........00 vt 141.6 101.5 71.7

1982. ... . i i 264.6 185.5 70.1

1983.......000 et 267.0 184.8 69.2

1984, .........000t 339.2 247.7 73.0

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

The principal commodity groups imported under TSUS item 806.30 during
1981-84 were aluminum (including mill products, foil, and unwrought products)
and iron and steel mill products (including bar, plate, sheet, strip, pipe,
tube, and wire products). The principal sources of item 806.30 imports during
1984 were Japan (59.0 percent) and Canada (33.6 percent).

Steel mill products

Since 1981, steel mill products imported under item 806.30 have been
relatively few. These imports represented only about 0.3 percent or less of
total U.S. imports of steel mill products throughout 1981-84. Imports of
steel entering under item 806.30 declined annually from a value of
$17.2 million in 1981 to $12.1 million in 1983 before rising to $14.0 million
in 1984, as shown in table 5. The annual changes paralleled, for the most
part, changes in both total U.S. steel imports and total domestic shipments,
which, in turn, fluctuated according to the overall level of U.S. economic
activity.

29
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Table 5.--Steel mill products: U.S. imports for consumption
under item 806.30, by types, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981............... 17.2 12.2 70.9

1982........ 000 15.3 12.4 81.0

1983........ .00t 12.1 9.3 76.9

1984............... 14.0 9.8 70.0

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

Shapes, plates, sheets, and strip have consistently accounted for the
largest share of steel mill product imports entering under item 806.30, with
imports of shapes and plates, wire, and pipes and tubes accounting for the
balance.

In 1984, Canada accounted for about 71 percent of steel mill products
imported under item 806.30; Belgium accounted for 23 percent. The ratio of
duty-free value to total value of imports of steel mill products under item

806.30

during 1981-84 ranged from a low of 70 percent in 1984 to a high of

81 percent in 1982.

Contact Peter Avery at 523-0342

Aluminum

U.
during

S. imports of aluminum increased from $1.4 billion to $2.6 billion
1981-84, or by 81 percent. Imports of these products under item 806.30

rose by more than four times during the period, from $66.8 million to

$280.8

million. The ratio of imports under item 806.30 to total imports

fluctuated from a low of 4.7 percent in 1981 to a high of 13.3 percent in
1982; in 1984 the ratio was 10.9 percent, as shown in table 6.

Table 6.--Aluminum: U.S. imports for consumption, total and under
TSUS item 806.30, 1981-84
!

Ratio of 806.30
imports to total

Year Total imports 806.30 imports imports

Million dollars Million dollars Percent
1981............ 1,419.9 66.8 4.7
1982............ 1,376.5 183.6 13.3
1983............ 1,704.8 _ 200.8 11.8
1984............ 2,573.8 280.8 10.9
Source: Compiled from official statistics of the U.S. Department of Commerce.
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The duty-free value -element for imports entered under item 806.30
increased by more than four times from §$50.4 million in 1981 to $207.1 million
in 1984. The ratio of duty-free value to total value of item 806.30 imports
declined from 75.4 percent in 1981 to 68.2 percent in 1983 before rising to
73.8 percent in 1984, as shown in table 7.

Table 7.--Aluminum: U.S. imports for consumption under
TSUS item 806.30, 1981-84

L
v

Ratio of duty-free
Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981......... .0t 66.8 50.4 75.4
1982...... .0 183.6 127.7 69.6
1983................ 200.8 137.0 68.2
1984................ 280.8 207.1 73.8

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

Japan was the largest supplier of aluminum imported under item 806.30,
accounting for 71 percent of these imports in 1984. Canada was the next
largest supplier, accounting for 27 percent of 1984 trade in these products.

Unwrought aluminum alloys, aluminum sheets and strips, and aluminum foil
not backed or cut to shape are the major products traded under item 806.30.
The provisions are used primarily by metal brokers and traders associated with
foreign entities with offices in the United States. They make arrangements
for raw materials to be shipped overseas for intermediate processing and then
returned to the United States for end-use fabrication.

Contact Norman McLennan at 523-0309

Machinery and Equipment 1/

Total U.S. imports of machinery and equipment increased from
$68.5 billion in 1981 to $117.2 billion in 1984, or by 70.9 percent. Imports
under TSUS item 806.30 were valued at $96.7 million in 1981 compared with
$94.8 million in 1984. The value of 806.30 imports as a share of total
imports was 0.1 percent throughout the period, as shown in table 8.

1/ Included here are products classified in pts. 4, 5, and 6 of schedule 6
of the Tariff Schedules of the United States: Metals and metal products.
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Table 8.--Machinery and equipment: U.S. imports for consumption, total and
~. under TSUS item 806.30, 1981-84

Ratio of 806.30
imports to total

Year Total imports 806.30 imports imports
Million dollars Million dollars Percent
1981............ 68,542.0 96.7 0.1
1982............ 72,360.1 80.0 .1
1983............ 85,009.2 63.7 .1
1984............ 117,150.8 94.8 .1

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

The duty-free value element for U.S. imports entered under item 806.30
amounted to $61.7 million in 1981 compared with $50.9 million in 1984. The
ratio of duty-free value to total value of item 806.30 imports decreased from
63.7 percent in 1981 to 53.7 percent in 1984, as shown in table 9.

Table 9.--Machinery and equipment: U.S. imports for consumption
under TSUS item 806.30, 1981-84

Ratio of duty-free
Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981........0c00vtnn 96.7 61.7 63.7
1982.........000t 80.0 47.6 59.5
1983............0h 63.7 36.4 57.2
1984.........000h it 94.8 50.9 53.7

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

The principal articles entered under item 806.30 in 1984 were
semiconductors and bodies and chassis for motor vehicles. Parts of aircraft,
the principal item imported under 806.30 in eariler years, were insignificant
as a share of total value in 1984, having decneased in value markedly between
1981 and 1984. The principal sources of imports for this sector in 1984 under
item 806.30 were Malaysia, Canada, and Mexico.

U.S. imports of machinery and equipment under the GSP during 1981-84
increased from $2.3 billion to $3.5 billion, or by 52 percent; such imports as
a share of total imports decreased from 3.4 percent to 3.0 percent during the
period. GSP imports increased, but item 806.30 imports decreased.
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U.S. imports of semiconductors increased from $3.6 billion in 1981 to
$7.8 billion in 1984, or by 115.5 percent. Imports entered under item 806.30
accounted for a minimal share of total imports, increasing irregularly from
$27.3 million to $30.7 million during the period. The ratio of 806.30 imports
to total imports decreased from 0.8 percent to 0.4 percent, as shown in
table 10.

Table 10.--Semiconductors: U.S. imports for consumption, total and under
TSUS item 806.30, 1981-84

‘

Ratio of 806.30
imports to total

Year Total imports 806.30 imports imports
Million dollars Million dollars Percent
1981............ 3,617.6 27.3 0.8
1982............ 4,205.1 25.1 .6
1983......0000h 5,050.9 17.4 .3
1984............ 7,797.9 30.7 .4

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

The duty-free portion of the value of imports entered under item 806.30
decreased from $16.6 million to $9.4 million during 1981-83, but increased to
$17.7 million in 1984. The ratio of the duty-free value to total value of
806.30 imports was 60.8 percent in 1981 compared with 57.7 percent in 1984, as
shown in table 11.

Table 11.--Semiconductors: U.S. imports for consumption under
item 806.30, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 0.t 27.3 16.6 60.8

1982........0000t 25.1 13.3 53.0

1983....... 0t 17.4 9.4 54.4

1984.........0.. . 30.7 17.7 57.7

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

Integrated circuits accounted for the largest share of imports under item
806.30 during the period. The largest suppliers of semiconductor devices -
imported under item 806.30 in 1984 were Malaysia, Singapore, Japan, West
Germany, and Mexico. Malaysia accounted for 88.5 percent of these imports in
1984,
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Semiconductors and their parts principally comprise integrated circuits,
transistors, diodes, and solid-state rectifiers. A large share of the parts
of semiconductors are chips and wafers that are mounted onto circuit
packages. Transistors and diodes are also assembled from chips and wafers.

TSUS item 806.30 is used by U.S. semiconductor producers in the rationali-
" zation of their final component manufacture. Intermediate processing of
semiconductor chips is labor intensive and is performed in developing
countries in which low labor rates are found. Finished devices (usually those
encased in metal cans) are returned to the United States for final testing and
marking. The cost of producing semiconductors is reduced through this
rationalization process.

The eligibility of semiconductors for GSP treatment affected the use of
item 806.30 during 1981-84. Transistors and diodes were designated as
GSP-eligible articles on April 1, 1981. As a result, GSP imports of these
devices during 1981 covered only 9 months of the year. In 1984, imports of
discrete semiconductors entered under the GSP were valued at $87 million.
Integrated circuits were ineligible for GSP treatment in 1984. However, the
import duties on all semiconductors were eliminated effective March 1, 1985,
by Presidential Proclamation 5305. As a result, it is anticipated that future
use of item 806.30 for semiconductors will be minimal.

Contact Nelson Hogge at 523-0377

SELECTED COMMODITY GROUPS IMPORTED UNDER ITEM 807.00

The following is a brief discussion of selected product groups imported
under TSUS item 807.00, as shown in app. table B-18. 1/

Agricultural, Animal, and Vegetable Products 2/

During 1981-84, U.S. imports of all agricultural, animal, and vegetable
products rose 15 percent, from $20.0 billion to $23.4 billion. Imports of
agricultural products entering under item 807.00 increased steadily from
$2.4 million in 1981 to $8.5 million in 1983; then declined to $7.4 million in
1984. Such imports under item 807.00 represented a negligible share of total
agricultural imports, as shown in table 12.

1/ Percentage calculations in this section are based on data presented in
the tables in the text, not in the appendix.

2/ Included here are products classified in schedule 1 of the Tariff
Schedules of the United States: Animal and vegetable products. 34



Table 12.--Agricultural products:

35

U.S. imports for

consumption, total,

and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total

~ Year Total imports 807.00 imports imports
1,000 dollars 1,000 dollars Percent
1981. ... it e 20,260,724 2,385 1/
1982, ... i i e 19,037,957 2/ 4,494 1/
1983. ... ... e 20,544,529 3/ 8,549 1/
1984........c0iiiiiie 23,362,254 7,381 1/

1/ Less than 0.05 percent.
2/ Figure shown includes imports of processed mushrooms that entered under the
temporary provision TSUS item 922.56, accounting for an additional

$1.6 million.

3/ Figure shown includes imports of processed mushrooms which entered under
the temporary provision TSUS item 922.56, accounting for an additional

$6.5 million.

Source:

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

The value of duty-free agricultural imports under item 807.00 increased

steadily during 1981-84, rising from $166,000 to $784,000.

The share of

duty-free imports to total item 807.00 imports rose irregularly from
7.0 percent to 10.6 percent during the period, as shown in table 13.

Table 13.--Agricultural products:

TSUS item 807.00, 1981-84

U.S. imports for consumption under

Ratio of duty-free

Year Total wvalue Duty-free value value to total value
1,000 dollars 1,000 dollars Percent
1981---comommeeao o 2,385 166 7.0
1982---cccccmaaooo 1/ 4,494 2/ 592 13.2
1983-----ceeeeeeas 3/ 8,549 4/ 726 8.5
1984-cococmcea oo 7,381 784 10.6

1/ Figure shown includes
temporary provision TSUS
$1.6 million.

2/ Figure shown includes
temporary provision TSUS
3/ Figure shown includes
temporary provision TSUS
$6.5 million.

4/ Figure shown includes

imports of processed mushrooms
item 922.56, accounting for an

imports of processed mushrooms
item 922.56, accounting for an
imports of processed mushrooms
item 922.56, accounting for an

imports of processed mushrooms

that entered under the
additional

that entered under the
additional $117,355.

that entered under the
additional :

which entered under

the temporary provision TSUS item 922.56, accounting for an additional

$498,605.

'
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There was a major shift in the source and type of agricultural goods
imported under item 807.00 during the past 4 years. In 1980, Canada supplied
97 percent of agricultural imports under item 807.00; most of these imports
consisted of U.S. food products that were packaged and labeled in Canada. By
1984, 82 percent of the value of agricultural imports under item 807.00
consisted of prepared or preserved mushrooms, with the bulk of such products
entering from Taiwan. Such mushrooms were packed in containers with U.S.-made
metal lids. Most of the value of these imports under item 807.00 in 1984 was
dutiable because the value of the metal lids was but a small portion of the
canned mushrooms’ total cost.

Forest Products 1/

During 1981-84, U.S. imports of all forest products increased irregularly
from $9.6 billion in 1981 to $13.2 billion in 1984. Imports of forest
products entering under item 807.00 increased steadily from $88.9 million in
1981 to $109.4 million in 1984, or by about 23 percent. Such imports in 1984
accounted for less than 1 percent of total forest product imports, as shown in
table 14.

Table 14.--Forest products: U.S. imports for consumption,
total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total

Year Total imports 807.00 imports imports
1,000 dollars 1,000 dollars Percent
1981------c-cmmmmmeee - 9,647,202 88,922 .9
1982-----cmccmeeee e 9,020,612 99,230 1.1
1983----ccm e 10,808,406 105,347 1.0
1984-----ccccmceaece o 13,231,158 109,392 .8

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

The value of duty-free imports under item 807.00 increased from
$63.8 million in 1981 to $82.3 million in 1984. The ratio of the value of
item 807.00 duty-free imports to the value of item 807.00 total imports rose
irregularly from 71.7 percent in 1981 to 75.2 jpercent in 1984, as shown in
table 15. - .

1/ Included here are products classified in schedule 2 of the Tariff
Schedules of the United States: Wood and wood products, paper and paper
products, and printed matter. 36
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Table 15.--Forést_products: U.S. imports for consumption under
TSUS item 807.00, 1981-84

: " Ratio of duty-free
Year ’ Total value Duty-free value ~ value to total value

1,000 dollars 1,000 dollars Percent
1981. ... .. i 88,922 63,774 71.7
1982......... i, 99,230 72,535 73.1
1983. .. ivviinnnnnnn. 105,347 81,023 76.9
1984. ... i i i 109,392 82,272 75.2

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

The principal forest products imported under item 807.00 were articles of
paper, n.s.p.f., coated, lined, and so forth. These articles primarily
consist of such things as disposable hospital apparel, footwear, surgeons’
hoods, nurses’ caps, surgical gloves, and hospital bed drapes.

These articles were produced from precut paper that was shipped from the
United States to Mexico, where it was assembled, glued, or sewn into the
particular article. These finished articles from Mexico accounted for
$96 million, or 87 percent of all forest products imported under item 807.00
during 1984.

Textiles, Apparel, and Footwear 1/

Imports of textiles, apparel, and footwear under item 807.00 increased
39 percent, from $666.7 million in 1981 to $926.4 million in 1984. The value
of duty-free imports under item 807.00 increased from $405.2 million in 1981
to $587.9 million in 1984. The ratio of the value of item 807.00 duty-free
imports to the value of total item 807.00 imports increased from 61 percent in
1981 to 63 percent in 1984. Shipments entered under item 807.00 accounted for
3.9 percent of all imports of textiles, apparel, and footwear in 1984 with
apparel being by far the dominant product.

Mexico continued as the leading supplier of textiles, apparel, and
footwear entered under item 807.00, with 32 percent of the imports in 1984,
followed by the Dominican Republic with an 18-percent share. Haiti and Costa
Rica were also notable suppliers, as shown in table 16.

1/ Included here are products classified in schedule 3 and parts 1A, 1B, 1C,
12C, 12D, and 13B, schedule 7 of the Tariff Schedules of the United States:
Textile fibers and textile products; and specified products, miscellaneous and
nonenumerated products. 37
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Table 16.--Textiles, apparel, and footwear: U.S. imports for consumption
under TSUS item 807.00, by principal sources, 1981-84

(In millions of dollars)

. Source 1981 1982 1983 1984
Mexico........... ... .. i 262.8 207.4 233.2 295.2
Dominican Republic....... ... 107.9 117.9 138.1 168.0
Haiti...............oooo0it 70.4 70.9 81.7 91.5
Costa Rica.................. 41.2 45.4 62.5 73.7
Philippines................. 27.0 29.9 31.0 36.5
Colombia.................... 24.3 27.7 29.7 36.2
Hong Kong................... 1/ 1/ 1/ 31.0
Korea..............ooovvnn 1/ 1/ 1/ 23.7
Jamaica.......cciiiiiiiinnnn 16.1 11.0 12.8 23.2
Canada............coovnnunen 1/ 1l 1/ 21.6
All other................... 82.2 99.0 111.9 125.8

Total.......covvvvenennn 666.7 649.6 745.1 926.4

1/ Not available.

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

Imports of textiles and apparel of cotton, wool, and manmade fibers,
including those entered under item 807.00, are subject to quantitative
restraint under the Arrangement Regarding International Trade in Textiles,
also known as the Multifiber Arrangement (MFA). These products, which account
for most of the textile and apparel imports, are not eligible for duty-free
treatment under the Generalized System of Preferences (GSP).

Apparel accounted for about 85 percent of the sector’s 807.00 imports
during 1981-84, although these imports’ share of total apparel imports has
been declining, as shown in table 17.

Table 17.--Apparel: 1/ U.S. imports for consumption,
total and under item 807.00, 1981-84

Ratio of 807.00
! imports to total

Year Total imports 807.00 imports imports
Million dollars Million dollars Percent
1981............... 7,095.5 579.4 8.2
1982............... 7,725.4 557.3 7.2
1983. ... .. ieinn 8,998.0 632.4 7.0
1984............... 12,393.0 788.4 6.4

1/ Includes apparel and accessories of textile fibers, down (feathers), fur,
leather, rubber, and plastics. : 38

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Because production of most apparel is highly labor intensive, with labor
often accounting for as much as 35 to 40 percent of total production costs, a
number of U.S. producers either own (or lease) plants or contract with
existing firms to assemble garments in lower wage countries. The assembly
operations are located primarily in Mexico and other Latin American countries
because of their available labor, low wage rates, and proximity to U.S.

" markets and producers.

As shown in table 18, body-supporting garments constitute the largest
single apparel article imported under item 807.00, accounting for 16 percent
of item 807.00 textile, apparel, and footwear imports in 1984, followed by
men’s trousers, with 11 percent of the total; men’s shirts, with 9 percent;
and women’s shirts and blouses, with 8 percent. 1/ These products are
analyzed separately below.

Table 18.--Textiles, apparel, and footwear: U.S. imports for
consumption under TSUS item 807.00, by types, 1984

Item Imports Share of total
Million dollars Percent
Body-supporting garments........... 148.8 16
Men’s trousers.........ceeeeueennnn 104.8 11
Footwear.........otivinenrneanannnns 93.2 10
Men’s shirts..........ciiiiiivenens 80.6 9
Women’s shirts and blouses......... 76.2 8
Women’s troUSerS......coceveeeennns 74.3 8
Men's coats and jackets............ 41.3 4
Women'’s coats and jackets.......... 36.1 4
Underwear. ... ..ooouvtnernneneenennns 28.6 3
GlOVES . . it ittt inienrnenneeneonnonns 26.3 3
Headwear..........oviviiivnennnnans 15.2 2
DreSSeS . it itere e tneneneneaennns 13.8 1
All other......... i enennn 187.2 20
Total.....ovviiinriinnnnnnnnnnn 926.4 100

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

Body-supporting garments

Body-supporting garments accounted for 16 percent of the apparel imported
under item 807.00 in 1984, with all but a small part of the total consisting
of brassieres. Item 807.00 imports represented about 74 percent of all
imports of body-supporting garments in 1984, as shown in table 19. The ratio
of U.S. imports to domestic production of body-supporting garments in 1984 was
about 70 percent, compared with 66 percent in 1981.

1/ Imports of footwear under item 807.00 in 1984 totﬁled $93.2 million;
however, they accounted for only 1.8 percent of total footwear imports.
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Table 19.--Body-supporting garments: U.S. imports for consumption, total
and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total

Year Total imports 807.00 imports imports
Million dollars Million dollars Percent
1981.......... 167.8 142.4 84.9
1982.......... 163.7 135.9 83.0
1983.......... 181.6 144.7 79.7
1984.......... 200.3 148.8 74.3

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

The duty-free value of imports of body-supporting garments entered under
item 807.00 increased from $87.0 million in 1981 to $97.4 million in 1984.
The ratio of duty-free value to total value of item 807.00 imports rose from
61 percent in 1981 to slightly more than 65 percent in 1983 and 1984, as shown
in table 20.

Table 20.--Body-supporting garments: U.S. imports for consumption under
TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value ' Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 142.4 87.0 61.1

1982.......... 135.9 84.9 62.5

1983.......... 144.7 95.2 65.8

1984.......... 148.8 97.4 65.5

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

The ratio of duty-free value to total value of body-supporting garments
from the Philippines, the fourth largest supplier, averaged only 23 percent in
1984, because the U.S. components consisted primarily of minor parts or
findings with most of the fabrics supplied by Asian countries.

Body-supporting garments entered under item 807.00 were nearly all from
developing countries. In 1984, the four largest suppliers--Mexico, the
Dominican Republic, Costa Rica, and the Philippines--together accounted for
70 percent of the body-supporting garment imports under item 807.00
(table 21). Mexico’'s market share declined during 1981-84, falling from 21 to
18 percent. The Dominican Republic, increasing its shipments under item
807.00 by 12 percent during 1981-84 to $26.6 million, expanded its share of
these item 807.00 imports during the period from just under 17 percent to
almost 18 percent. Costa Rica, whose shipments increased by 53 percent during40
the period to $26.4 million, increased its share from 12 to nearly 18 percent.
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Table 21.--Body—sﬁppq:ting garments: U.S. imports for consumption under
TSUS item 807.00, by principal sources, 1981-84

(In millions of dollars)

Source : 1981 1982 1983 1984
Mexico.......ovvviivennnn. 30.6 23.5 23.9 27.5
Dominican Republic......... 23.7 23.9 24.5 26.6
Costa Rica................. 17.3 18.8 24.9 26.4
Philippines................ 18.5 18.9 19.3 23.0
Jamaica..........ooieen, 6.1 3.9 6.6 8.6
Haiti...................... 16.0 12.0 15.0 7.7
Barbados................... 8.4 9.7 10.5 6.4
Honduras.........oovvvennn 9.1 10.5 6.7 6.3
Netherlands Antilles....... 2.3 3.2 3.2 4.0
Antigua.................... 1.8 2.4 3.0 3.0
All other.................. 8.6 9.0 7.3 9.0

Total.......coiivvunnnn 142.4 135.9 144.7 148.8

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

Note.--Because of rounding, figures may not add to the totals shown.

Domestic manufacturers of brassieres are the main users of item 807.00,
employing factories in low-wage developing countries to assemble their
brassieres and, in some instances, package them for retail sale in this
country. The production of brassieres is labor intensive because the many
notions and different fabrics incorporated into a finished garment require
many separate sewing operations. The industry in the Philippines was
developed largely under U.S. ownership and financing.

Imports of brassieres, including those entered under item 807.00, are
subject to controls under the MFA. Brassieres of manmade fibers from the four
leading suppliers were subject to specific quotas in 1984. The Philippines
filled 75 percent of its quota; the Dominican Republic, 77 percent; Mexico,

39 percent; and Haiti, 21 percent. 1/

Women’s, girls’, and infants’ shirts and blouses

U.S. imports of women’s, girls’, and infants’ shirts and blouses
(hereafter referred to as "women’s") entered under item 807.00 increased
17 percent, from $65.3 million in 1981 to $76.2 million in 1984. The
duty-free value increased from $39.5 million in 1981 to $45.1 million in
1984. The ratio of duty-free value to total value of item 807.00 imports
averaged 61 percent during 1981-84, as shown in table 22.

1/ The quota for Haiti also includes brassieres of cotton. 41
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Table 22.--Women’s, girls’, and infants’ shirts and blouses: U.S. imports
for consumption under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent
1981.......... 65.3 39.5 60.5
1982.......... 62.3 38.8 62.3
1983.......... 68.5 42.3 61.8
1984.......... 76.2 45.1 59.2

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

The Dominican Republic became the leading supplier of shirts and blouses
under item 807.00 when its shipments increased 61 percent during 1981-84 to
$18.4 million in 1984, or 24 percent of total item 807.00 imports, (table 23).

Table 23.--Women'’s, girls', and infants’ shirts and blouses: U.S. imports
for consumption under TSUS item 807.00, by principal sources, 1981-84

(In millions of dollars)

Source 1981 1982 1983 1984
Dominican Republic.................... 11.4 12.4 17.2 18.4
MexicCo. . ittt iii it eii it 23.5 13.0 15.8 15.6
Hong Kong.........ooiviiiiinniinnnnens 2.1 6.2 8.1 10.9
3 £ 1 =5 7.1 8.2 7.6 8.6
Colombia........ciiiviienrnneennnnnes 7.3 9.2 7.1 8.1
Costa Rica........ioiiiiiiinincnnnnens 7.2 4.1 4.5 7.1
El Salvador.....c.iveeviivenerneennnnns 5.0 5.2 3.5 3.2
Guatemala..... ..ottt inrrrnrncncncnns - .1 1.0 21
All other.......ciiiitiiinonennernneas 1.7 3.9 3.7 2.2

Total.....oviiiiinniennanonennnens 65.3 62.3 68.5 76.2

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

Note.--Because of rounding, figures may not add to the totals shown.
!

Mexico had been the leading supplier, but its shipments of women’s shirts and
blouses under item 807.00 declined 34 percent during 1981-84 to $15.6 million.
Imports from Hong Kong rose from $2.1 million in 1981 to $10.9 million in

1984; however, only about 2 percent of the total value of thése imports were
admitted duty free, compared with 62 percent for all item 807.00 imports,

because nearly the entire shirt or blouse was fabricated in Hong Kong from
non-U.S. components. Trade sources indicated that the U.S. components

consisted primarily of buttons, as importers attempted to maintain consistency

in a particular style of shirt that may have been manufactured in more than 42
one country, including the United States.
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Imports of women’s shirts and blouses, including those entered under item
807.00 are subject to control under the MFA. Of the major item 807.00
suppliers whose shipments to the United States are subject to quota (other
than Hong Kong), the Dominican Republic filled 48 percent of its quota on
women’s knit shirts and blouses. Mexico filled 100 percent of its
_ consultation level on women’s woven cotton shirts and blouses, 56 percent of
its combined quota for men’s and women’s knit cotton shirts and blouses,

17 percent of its quota on women'’s manmade fiber knit shirts and blouses, and
50 percent of its quota on women'’s woven manmade fiber blouses.

I}
‘

Trousers, slacks, and shorts

U.S. imports of men’s, women’s, and children’s trousers (including slacks
and shorts) entered under the item 807.00 provision, after averaging
$105 million during 1981-83, rose to $179 million in 1984. Total imports of
trousers, including those entered under item 807.00, rose 64 percent during
the period, reaching their highest level ever of almost $2.0 billion in 1984.
Trousers imported under item 807.00 during 1984 represented 9 percent of total
trouser imports. Nearly 41 percent of the item 807.00 imports in 1984 were of
woven cotton fabric, primarily jeans. Most of the remaining item 807.00
imports were of woven manmade-fiber fabric, believed to be primarily jeans-cut
casuals of polyester and cotton-blended fabric.

The duty-free value of imports entered under item 807.00 increased from
$74.2 million in 1981 to $128.4 million in 1984. The ratio of duty-free value
to total value of item 807.00 imports averaged 70 percent for the period, as
shown in table 24. Trousers generally have the highest percentage of U.S.
components of any apparel article entered under item 807.00, largely because
trousers contain more fabric than most apparel articles.

Table 24.--Trousers, slacks, and shorts: U.S. imports for consumption
under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 110.6 74.2 67.1

1982.......... 93.5 63.9 68.3

1983.......... 111.9 82.2 73.4

1984, ......... 179.0 128.4 71.7

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

Mexico continued as the leading supplier of trousers entered under item
807.00, although its share of these imports declined from 57 percent in 1981
to approximately 44 percent in 1984. The Dominican. Republic, Haiti, and Costa
Rica, together, increased their share of item 807.00.imports during 1981-84
from 28 to 40 percent, as shown in table 25.
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Table 25.--Trousers, slacks, and shorts: U.S. imports for consumption

under TSUS"item 807.00, by principal sources, 1981-84

(In millions of dollars)

Source , 1981 1982 1983 1984
Mexico.....iviiiiiiininnrinnenennns 63.2 42.1 50.2 79.1
Dominican Republic................ 13.2 16.8 21.7 34.4
Haiti....... .. iiiiiinnnnnn. 9.6 11.7 13.4 20.7
Costa Rica.......cioviivinnnneanns 7.8 8.7 12.1 16.3
Canada.......ooeevenrnnronronannss .1 4.4 7.0 6.9
Jamaica.......iiiiiiiiiniennecnnn 3.6 2.5 3.6 8.3
Honduras........ooievviennennennns 1.1 1.9 1.5 4.3
Colombia.........iiiiiivnnnennnnns .4 .4 1.4 3.6
Barbados..........iiiiiiiiiiien 1/ .1 .5 .5
Philippines.............cvvvivnens 4 1.1 .3 .7
All other.........ciiiiiineenennen 11.3 3.8 .3 4.2
Total.....viiiieeeneennonnnnns 110.6 93.5 111.9 179.0

1/ Less than $50,000.

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

Imports of trousers, including those entered under item 807.00, are
subject to control under the MFA. Mexico filled 78 percent of its cotton
trouser quota and 66 percent of its manmade-fiber trouser quota, and Haiti
filled 94 percent of its cotton trouser quota and 26 percent of its
manmade-fiber trouser quota in 1984.

Men’s and boys’ shirts

U.S. imports of men’s and boys’ shirts entered under item 807.00, after
annually averaging just under $50 million during 1981-83, climbed to
$80 million in 1984. Shirts entered under item 807.00 increased from
4.3 percent of total imports in 1981 to 4.5 percent in 1984.

The duty-free value of imports entered under item 807.00 decreased from
$24.1 million in 1981 to $19.2 million in 1982 and 1983, then increased to
$34.0 million in 1984. The ratio of duty-free value to total value of item
807.00 imports was 42 percent in 1984, as shown in table 26.
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Table 26.--Men’s and boys’ shirts: U.S. imports for consumption under
' TSUS item 807.00, 1981-84

Ratio of duty-free
. value to total
Year Total value Duty-free value value

Million dollars Million dollars Percent

1981.... ..t 47.2 24.1 51.1
1982......cciiiii e 51.0 19.2 37.6
1983...... ..o i 49.2 19.2 39.0
1984.......iiiin 80.6 . 34.0 42.2

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

The principal suppliers of men’s shirts were Hong Kong, Mexico, and the
Dominican Republic, which together accounted for 56 percent of item 807.00
imports in 1984 (table 27). ' However, the shirts entered from Hong Kong under
item 807.00 were made from foreign materials, except for U.S. buttons.

Table 27.--Men’s and boys’ shirts: U.S. imports for consumption under
TSUS item 807.00, by principal sources, 1981-84

(In millions of dollars)

Source 1981 1982 1983 1984
Hong Kong 1/.........coivivinnnn. 4.0 15.1 12.3 18.8
Mexico.............. e 13.1 10.3 7.4 13.8
Dominican Republic............... 13.6 11.0 9.5 12.4
Haiti........oooiiiiiiiiiiiine, 5.4 4.7 4.9 8.4
Costa Rica............oovvivivnn, .1 1.5 4.8 7.7
Republic of Korea................ 2.8 1.2 3.7 6.2
Taiwan...........coiiiiiiinenn., 2/ 1.7 3.7 4.9
Jamafca........cooiiiiiiii i, 4.6 3.6 1.7 2.7
All other..........vviiiiiiinnnnn 3.6 1.9 1.2 5.7

Total....oviiiiineneeeseia, 47.2 51.0 49.2 80.6

1/ The shirts from Hong Kong are manufactured entirely there, with the only
U.S. component being the buttons. Consequently, only about 2 percent of the
total value is entered duty free, compared with 53 percent for all other
807.00 imports.

2/ Less than $50,000.

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

Of the major item 807.00 suppliers whose shipments to the United States
are subject to quotas (other than Hong Kong), the Dominican Republic filled
44 percent of its quota on men’s woven cotton shirts. Mexico filled
69 percent of its consultation level on men’s woven cotton shirts, 56 percent
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of its combined quota for men'’s and women’s cotton knit shirts and blouses,
and 4 percent of its quota on men’s manmade-fiber knit shirts.

Contact Judith M. Bryant at 523-1744

Chemicals, Coal, Petroleum, Natural Gas, and Related Products 1/

U.S. imports of chemicals, coal, petroleum, natural gas, and related
products decreased from $94 billion in 1981 to $72 billion in 1983, then
increased to $79 billion in 1984. Imports of these articles under item 807.00
increased from $11.9 million in 1981 to $26.0 million in 1984. The ratio of
imports under item 807.00 to total imports increased from 0.0l percent in 1981
to 0.03 percent in 1984, as shown in table 28.

Table 28.--Chemicals, coal, petroleum, natural gas, and related products:
U.S. imports for consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total

Year Total imports 1/ 807.00 imports imports

' 1,000 dollars 1,000 dollars Percent
1981....00iiiiinn 93,843,000 11,910 0.01
1982.........c00 v 78,062,000 15,732 .02
1983..... .00 72,144,000 23,749 .03
1984.........0000ut 79,357,000 26,047 .03
1/ Rounded.

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

The duty-free value of imports entered under item 807.00 increased from
$5.4 million in 1981 to $13.3 million in 1984. The ratio of duty-free value
to the total value of item 807.00 imports increased from 45.4 percent in 1981
to 54.1 percent in 1983, then declined to 51.0 percent in 1984, as shown in
table 29.

1/ Included here are the commodities classified in the following portions of
the Tariff Schedules of the United States: Schedule 4 (Chemicals and related
products), part 1J of schedule 5 (Nonmetallic minerals and products), and
parts 12A, 12B, 12C, and 12D of schedule 7 (Specified products; miscellaneous
and nonenumerated products). 46
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Table 29.--Chemicals, coal, petroleum, natural gas, and related products:
U.S. imports for consumption under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
1,000 dollars 1,000 dollars Percent

1981....... i vinnn 11,910 5,405 45.4

1982. ... i, 15,732 6,983 44 .4

1983......000i i, 23,749 12,851 54.1

1984..........0000t 26,047 13,295 51.0

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

The principal products for this sector imported under item 807.00 were
fabricated products of rubber and plastics, which accounted for $12.8 million
in 1984. The principal supplier of imports under item 807.00 for this sector
during 1981-84 was Mexico. Haiti was the next largest supplier.

Contact James A. Emanuel at 523-0334

Minerals and Metals 1/

U.S. imports of minerals and metals decreased from $34.4 billion in 1981
to $29.2 billion in 1982 before rising to $38.7 billion in 1984. Imports of
these items under item 807.00 rose steadily from $51.2 million in 1981 to
$96.4 million in 1984. The ratio of imports under item 807.00 to total
imports was less than 0.5 percent throughout the period, as shown in table 30.

Table 30.--Minerals and metals: U.S. imports for consumption, total and
under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
Year Total imports 807.00 imports imports

Million dollars Million dollars Percent

1981........ e 34,386.4 51.2 0.1
1982....... .l 29,246.8 60.5 .2
1983......... ..l 29,332.7 66.3 .2
1984..........oiii 38,725.6 96.4 .2

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

1/ Included here are the commodities in the following portions of the Tariff
Schedules of the United States: Schedule 5 (Nonmetallic minerals and
products), except part 1J, and schedule 6 (Metals and metal products), pts.

1, 2, and 3.
47
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The duty-free value of imports entered under item 807.00 rose from
$16.7 million to $39.0 million during 1981-84. The ratio of duty-free value
to total value of item 807.00 imports rose from 32.6 percent in 1981 to
40.5 percent in 1984, as shown in tabl. 31.

Table 31.--Minerals and metals: U.S. imports for consumption under
TSUS item 807.00, 1981-84

Ratio of duty-free
Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981..... . 51.2 16.7 32.6
1982......00iiin 60.5 20.9 34.5
1983.......0viiiien 66.3 27.8 41.9
1984........cciiiint 96.4 39.0 40.5

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

The principal commodity groups imported under TSUS item 807.00 during
1981-84 were locks and padlocks, structures of base metal, nonelectric heating
and cooking apparatus, except cast iron stoves, and miscellaneous metal
articles, such as bolts and chains. The principal sources of item 807.00
imports in 1984 were Canada (46.5 percent) and Mexico (42.1 percent).

Machinery and Equipment 1/

U.S. imports of machinery and equipment rose from $68.5 billion in 1981
to $117.2 billion in 1984, or by 71 percent. Imports under TSUS item 807.00
accounted for 21.0 percent ($14.4 billion) of these imports in 1981 and
22.4 percent ($26.3 billion) in 1984, as shown in table 32.

Table 32.--Machinery and equipment: U.S. imports for consumption,
total and under TSUS item 807.00, 1981-84

Ratio of 807.00

imports to total
Year Total imports 807.00 imports imports
Million dollars Million dollars Percent

1981............00s v.. 68,542.0 14,394.9 21.0
1982, ... it 72,360.1 16,266.4 22.5
1983.......000iiiin 85,009.2 19,496.7 - 22.9
1984. ...t 117,150.8 26,268.7 22.4

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

1/ Included here are products classified in pts. 4, 5, and 6, of schedule 6 g
of the Tariff Schedules of the United States: Metals and metal products.
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The duty-free share of imports under TSUS item 807.00 increased by
67 percent, from $3.5 billion in 1981 to $5.9 billion in 1984. During the
period, the ratio of duty-free value to total value of item 807 imports
fluctuated in a narrow range from a low of 22.0 percent in 1983 to a high of
24.5 percent in 1981, as shown in table 33.

Table 33.--Machinery and equipment: U.S. imports for consumption under
TSUS item 807.00, 1981-84

: Ratio of duty-free
Year Total value Duty-free value value to total value
Million dollars Million dollars Percent ‘

1981.......... .0t 14,394.9 3,520.7 24.5
1982......... .0l 16,266.4 3,706.7 22.8
1983......... . 0t 19,496.7 4,282.1 22.0
1984......... 000t 26,268.7 5,892.9 22.4

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

The principal machinery and equipment products imported under item 807.00
during 1981-84 were motor vehicles, semiconductors, and radio and television
apparatus. The principal sources of these imports were Japan, West Germany,
Canada, Mexico, Singapore, Malaysia, and Taiwan. Imports under item 807.00
from Japan and West Germany consisted principally of motor vehicles, whereas
imports from the remainder of these countries were principally of electronic
products.

U.S. imports of machinery and equipment under the GSP during 1981-84
increased from $2.3 billion in 1981 to $3.5 billion in 1984, or by 52 percent;
as a share of total imports, GSP imports increased from 3.4 percent in 1981 to
3.6 percent in 1983 before decreasing to 3.0 percent in 1984. Imports under
the GSP during 1980-83 rose at approximately the same rate as imports under
item 807.00, but in 1984, imports under the GSP remained level, whereas
imports under item 807.00 continued to rise.

Internal combustion engines, nonpiston-type, and parts thereof

The nonpiston-type internal combustion engines covered here include
engines used to propell aircraft and land or marine vehicles and as prime
movers of equipment such as power generators, pumps, Or COmMpressors.

U.S. imports of nonpiston-type internal combustion engines and parts
decreased from $1.6 billion in 1981 to $1.2 billion in 1983, before rising to
$1.7 billion in 1984. Imports of these items under TSUS item 807.00 increased
marginally during the period from $15.7 million in 1981 to $15.8 million in
1984. The ratio of imports under item 807.00 to total imports decreased -
slightly from 1.0 percent in 1981 to 0.9 percent in 1984, as shown in table 34.
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Table 34.--Internal combustion engines, nonpiston-type, and parts thereof:
U.S. imports for consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
. Year Total imports 807.00 imports imports

Million dollars Million dollars Percent

1981............ ... 1,550.3 15.7 1.0
1982..... .. il 1,399.4 22.5 1.6
1983....... .0 1,175.5 13.9 1.2
1984...... .. i 1,685.7 15.8 .9

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

The duty-free portion of the value of imports entered under item 807.00
was $3.2 million in 1981; in 1982, $12.2 million; in 1983, $4.6 million; and
in 1984, $6.3 million. During the period, the ratio of duty-free value to
total value of item 807.00 imports increased from 20.6 percent in 1981 to
54.2 percent in 1982, decreased to 33.1 percent in 1983, and then increased to
39.9 percent in 1984, as shown in table 35.

Table 35.--Internal combustion engines, nonpiston-type, and parts thereof:
U.S. imports for consumption under TSUS item 807.00, 1981-84

Ratio of duty-free
Year Total value Duty-free value value to total value

Million dollars Million dollars Percent

1981................ 15.7 3.2 20.4
1982......ciiinnt ., 22.5 12.2 54.2
1983.......0ih i 13.9 4.6 33.1
1984................ 15.8 6.3 39.9

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

Canada, Italy, and the United Kingdom were the principal sources of
imports of nonpiston-type engines and parts under item 807.00 in 1981; France
was the leading supplier in 1982. Italy and Cahada were major suppliers of
these products in 1983, as trade with France and the United Kingdom dwindled.
Canada and the United Kingdom were leading suppliers in 1984, as shown in
table 36.
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Table 36.--Internal combustion engines, nonpiston-type, and parts thereof:
U.S. imports for consumption under TSUS item 807.00, by principal sources,
1981-84

(In millions of dollars)

_ Source ’ 1981 1982 1983 1984
Canada........ovviiveirnnnennnnnns 4.3 3.2 5.7 5.7
United Kingdom.................... 4.3 2.1 .6 5.2
Ttaly. . oottt e s 6.3 5.5 5.4 4.6
JaPAN. .\t vt iet i S - - .1 .3
France........... et .2 11.7 1.9 -
All other....... ettt .6 - .2 1/

Total.......oviiiiinieenneenns 15.7 22.5 13.9 15.8

1/ Less than $100,000.

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

U.S.-made components exported for assembly into nonpiston-type engines
(frequently aircraft engines) include such articles as the turbine and
compressor rotors, rotor blades, nozzles, gears, tubing, nuts, adapters, and
components for fuel-ignition systems. In foreign establishments, these
components are assembled along with other components including casings, bases,
piping, accessory pumps, valves, and controls, to form complete engines.
Assembled engines are shipped to aircraft-manufacturing plants, and the other
engines are shipped either to customers’ job sites or to manufacturing plants
in the United States, where they are mated to power generators or other
machinery.

A common practice in sales of international aircraft components is to
allow the buyer to supply certain parts used in the assembly of aircraft
components. This practice allows the buyer to offset a portion of the
purchase price of the component. Some major U.S. aircraft engine
manufacturers produce engine parts in their foreign subsidiaries and arrange
to have those parts incorporated into the engines being purchased abroad.

The use of the item 807.00 provisions for the importation of nonpiston-
type internal combustion engines and parts is based on the savings realized by
the incorporation of certain parts manufactured at lower unit costs by foreign
producers and from the transfer of the labor-intensive assembly operations to
foreign locations where unit labor costs are less because of lower wage rates
and/or higher labor productivity.

Nonpiston-type internal combustion engines and parts are eligible for
duty-free entry under the GSP. However, imports of such engines and parts
under the GSP were negligible during 1981-84. The negligible volume of GSP
imports is explained by the general absence of industries in GSP-eligible
nations capable of producing such high-technology products.

Contact James Moses at 523-0426
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Mechanical shovels, coal-cutters, excavators, scrapers, bulldozers, and
excavating, levelling, boring, and extracting machinery other than
elevators, winches, cranes, and related machinery and parts thereof

. 0f the products covered herein, U.S. imports under item 807.00 decreased
from $380.2 million in 1981 to $83.5 million in 1983 and then increased to
$198.8 million in 1984. The ratio of imports under item 807.00 to total
imports fell from 35.7 percent in 1981 to 14.2 percent in 1983 before
increasing to 15.2 percent in 1984, as shown in table 37. The decline in item
807.00 imports through 1983 was the result of the depressed U.S. market for
these articles. The rise in item 807.00 imports in 1984 was due to the
increased level of U.S. construction activity.

Table 37.--Mechanical shovels, coal-cutters, excavators, scrapers, bulldozers,
and excavating, leveling, boring, and extracting machinery other than
elevators, winches, cranes, and related machinery and parts thereof: U.S.
imports for consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00

imports to total
Year Total imports 807.00 imports imports
Million dollars Million dollars Percent

1981........0i it 1,066.0 380.2 35.7
1982........0vel 754.6 181.2 24.0
1983......... .0l 589.6 83.5 14.2
1984.......00iiieal 1,308.0 198.8 15.2

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

The duty-free value of imports entered under item 807.00 declined by
49 percent during the period, from $139.9 million in 1981 to $71.5 million in
1984. The ratio of duty-free value to total value of item 807.00 imports
decreased only slightly from 36.8 percent in 1981 to 36.0 percent in 1984, as
shown in table 38.

Table 38.--Mechanical shovels, coal-cutters, excavators, scrapers, bulldozers,
and excavating, leveling, boring, and extracting machinery other than
elevators, winches, cranes, and related machinery and parts thereof: U.S.
imports for consumption under TSUS item 807.00, 1981-84

Ratio of duty-free
Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981................ 380.2 139.9 36.8

1982..0cuirnennnen. 181.2 53.5 29.5
1983..ccunirnennnnns 83.5 36.7 43.9
1984, eeunennennnnns 198.8 7.5 - 36.0

52

Source: Compiled from official statistics of the U.S. Department of Commerce.
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The articles included here are generally referred to as construction and
mining machinery. These products are used for excavating, leveling, drilling,
boring, and extracting earth minerals or ores.

Canada was the largest supplier of the articles imported under item
807.00 during 1981-84, accounting for $65.1 million, or 51 percent of the
total in 1984. = Japan, the United Kingdom, and Singapore were also major
sources of these item 807.00 imports, accounting for $40.0 millionm,
$7.8 million, and $7.8 million, respectively, in 1984.

The provisions of item 807.00 are used extensively by U.S. manufacturers
and their Canadian subsidiaries to rationalize production of components and
subassemblies. The item 807.00 provision is also used in implementing
international joint ventures and licensing arrangements.

Construction and mining machinery are eligible articles for duty-free
treatment under the GSP. The yearly leaders in the supply of GSP imports were
Mexico in 1981, Argentina in 1982, and Brazil in 1983 and 1984.

Contact Diane Manifold at 523-4602

Machines for working metal, stone, and other materials

U.S. imports of machines for working metal, stone, and other materials
decreased by 28 percent during 1981-83, declining from $2.5 billion to
$1.8 billion, before increasing to §$2.4 billion in 1984. Imports of these
articles under item 807.00 decreased irregularly from $134.3 million in 1981
to $86.2 million in 1983, then increased to $145.5 million in 1984. The ratio
of imports under item 807.00 to total imports increased irregularly from
5.4 percent in 1981 to 6.0 percent in 1984, as shown in table 39.

Table 39.--Machines for working metal, stone, and other materials: U.S.
imports for consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
Year Total imports 807.00 imports imports

Million dollars Million dollars Percent

1981.........c0vvinnn 2,481 134.3 5.4
1982.......cciiii et 2,050 142.3 6.9
1983.......... ...l 1,791 86.2 4.8
1984......... ..ol 2,442 145.5 6.0

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

The duty-free value element of imports entered under item 807.00
increased from $31.9 million in 1981 to $40.2 million in 1984 despite a
decline to $16.0 million in 1983. The ratio of duty-free value to total value
of item 807.00 imports increased irregularly from 23.7 percent in 1981 to
27.6 percent in 1984, as shown in table 40.
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Table 40.--Machines for working metal, stone, and other materials: U.S.
imports for consumption under TSUS item 807.00, 1981-84

S Ratio of duty-free
Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981........ . it 134.3 31.9 23.7
1982...... .. 142.3 40.4 28.4
1983.........ii 86.2 16.0 18.6
1984................ 145.5 40.2 27.6

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

The products covered herein include converters, ingot molds, and casting
machines used in metallurgy and in metal foundries, metal-rolling mills,
machine tools, work and tool holders, and accessories used with machine tools,
certain tool holders for mechanical hand tools, hand-directed or hand-control-
led tools with pneumatic or self-contained nonelectric motor, power-actuated
hand tools, and gas-operated welding, brazing, cutting, and surface-tempering
equipment. Parts of the foregoing are also included in this category.

Canada was by far the largest supplier of machines for working metal,
stone, and other materials entered under item 807.00 during the period,
accounting for $288.3 million, or 57 percent of total imports. West Germany
was the next largest supplier, accounting for 13 percent of total imports.

Parts of metalworking machine tools accounted for the largest share of
total imports under item 807.00. It is believed that these parts are largely
shipments of incomplete transfer machines that are used to move workpieces
between integrated machine tool complexes.

During 1981-84, machines for working metal, stone, and other materials
were eligible articles for duty-free treatment under the GSP, except those
articles provided for under TSUS items 674.41, 674.48, and 674.51. Having
exceeded the competitive need limitations, imports from Taiwan of TSUS item
674.31 in 1984 and TSUS item 674.35 during 1981-84 were not eligible for GSP
duty-free treatment. GSP imports of these articles totaled $151.6 million in
1984, accounting for 6 percent of total imports of $2,441.6 million.

Contact Carol Howell at 523-4587
!

Office machines and parts thereof

U.S. imports of office machines and parts thereof increased twofold
during 1981-84, from $3.5 billion to $10.6 billion. Imports of these machines
under item 807.00 showed a 152 percent increase during the period, rising from
$730.5 million to $1.8 billion. The ratio of imports under item 807.00 to
total imports decreased from 20.9 percent in 1981 to 17.4 percent in 1984, as
shown in table 41.
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Table 41.--Office machines and parts thereof: U.S. imports for consumption,
total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
. Year ] Total imports 807.00 imports imports
Million dollars Million dollars Percent

LS D 3,493.0 730.5 20.9
1982, .0 e e, 4,233.8 763.4 18.0
1983, 0 ereeennnnnn, 6,647.7 1,216.4 18.3
1984, .. oeeeennnnn, 10,556.2 1,841.3 17.4

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

The duty-free share of the value of imports entered under item 807.00
increased from $198.3 million in 1981 to $371.2 million in 1984. The ratio of
duty-free value to total value of item 807.00 imports was roughly 27 percent
in 1981 and 1982, but declined to about 20 percent in 1983 and 1984, as shown
in table 42.

Table 42.--Office machines and parts thereof: U.S. imports for consumption
under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 730.5 198.3 27.1

1982.......... 763.4 208.6 27.3

1983.......... 1,216.4 241.9 19.9

1984.......... 1,841.3 371.2 20.2

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

In 1984, Canada replaced Singapore as the principal supplier of imports
of office machines and parts under the provisions of item 807.00, accounting
for about 30 percent of trade under this item. Singapore, Hong Kong, and
Mexico were the next largest suppliers, respectively. Imports from these four
countries accounted for 87 percent of imports under item 807.00 in 1984, as
shown in table 43.
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Table 43.--Office machines and parts thereof: U.S. imports for consumption
under TSUS item 807.00, by principal sources, 1981-84

(In millions of dollars)

Source 1981 1982 1983 1984

Canada........cconvvieunnnn 342.9 301.7 322.8 549.7
Singapore...............: . 34.4 92.8 371.8 534.8
Hong Kong.........o0o0vvunn. 176.6 147.9 213.5 272.2
Mexico.......ooviiiiininnn 94.3 119.9 150.7 241.7
Taiwan.........coovvvivnnnn. 17.4 15.0 27.3 98.3
Republic of Korea.......... 22.0 28.0 23.8 34.1
Malaysia................... .1 6.5 22.0 29.5
Philippines................ 12.9 13.6 19.8 16.1
All other...........c.vvu. 29.9 38.0 64.7 64.9

Total.......oovvnvunnnn 730.5 763.4 1,216.4 1,841.3

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

The products covered here include automatic data processing machines,
computers, calculators, copiers, typewriters, and addressing, numbering, and
checkwriting machines, and components and parts thereof. The various parts of
the machines are housings, castings, machined subassemblies, wire harmesses,
printed circuit boards, mounted semiconductors and integrated circuits, and
indicator panels and displays.

Item 807.00 is used by office machine producers in the rationalization of
production. Most U.S. producers have Canadian subsidiaries with whom they
exchange semifinished products; these products are then completed to the
technical specifications peculiar to the individual countries and markets. In
the case of Singapore, Hong Kong, and Mexico, labor-intensive operations are
performed by low-wage assemblers to reduce the ultimate product costs.

During 1981-84, most office machines and parts were eligible under the
provisions of GSP for duty-free importation from beneficiary countries.
Typewriters were not eligible for GSP benefits, and those articles certified
for use in civil aircraft enter free of duty. In addition, calculators from
Taiwan, having exceeded the competitive-need limitations, were not eligible
for GSP treatment during 1981-84. Likewise, parts of office machines (except
parts of typewriters) from Hong Kong and Mexico exceeded the limitation during
1981-84 and were ineligible. In 1983, Singapore and Taiwan also exceeded the
competitive need limits and became ineligible fpr GSP treatment for such
parts. In 1984, Taiwan, having exceeded the competitive need limits for other
office machines (not having a calculating mechanism), became ineligibile for
GSP benefits for these products as well. The Republic of Korea was also added
to the list of countries ineligible for GSP treatment on parts of office
machines in 1984. Except for calculators and parts, GSP provisions are used
only modestly. The more advanced products are produced, for the most part, in
developed countries.

Contact W. B. Fletcher at 523-0378
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Motors and generators. (electric); and miscellaneous equipment related to
motors, generators, and transformers

U.S. imports of electric motors, generators, and miscellaneous equipment
increased from $1,005.0 million to $1,883.2 million during 1981-84, or by
87 percent. Imports of these articles under item 807.00 increased at a slower
rate than total imports from 1981 to 1983, rising irregularly from
$223.6 million to $256.8 million, or by 15 percent. However, in 1984, these
imports increased at a faster rate than total imports, rising to
$431.6 million. As a result, the ratio of item 807.00 imports to total
imports decreased from 22.2 ?ercent in 1981 to 19.8 percent in 1983, but
increased to 22.9 percent in 1984, as shown in table 44.

Table 44.--Motors and generators (electric); and miscellaneous equipment
related to motors, generators, and transformers: U.S. imports for
consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00

imports to total
Year Total imports 807.00 imports imports
’ Million dollars Million dollars Percent

1981......... .00t 1/ 1,005.0 223.6 22.2
1982......... il 1/ 1,062.0 217.2 20.4
1983....... it 1/ 1,293.9 256.8 19.8
1984.......iiin 1,883.2 431.6 22.9
1/ Revised.

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

The duty-free value element of item 807.00 imports increased irregularly
from $118.3 million to $192.8 million during 1981-84. The ratio of duty-free
value to total value of item 807.00 imports declined steadily from
52.9 percent to 44.7 percent during the period, as shown in table 45.

Table 45.--Motors and generators (electric); and miscellaneous equipment
related to motors, generators, and transformers: U.S. imports for
consumption under TSUS item 807.00, 1981-84%

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 223.6 118.3 52.9

1982.......... 217.2 109.5 50.4

1983.......... 256.8 124.5 : 48.5

1984.......... 431.6 192.8 - 44 .7

Source: Compiled from official statistics of the U.S. Department of Cgmmerce.
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Mexico was by far the largest supplier of motors and generators and
miscellaneous equipment imported under item 807.00 during 1981-84, accounting
for more than two-thirds of such trade in 1984. Hong Kong, with imports of
$61.1 million, or 14 percent of the item 807.00 total, was the second largest
supplier in 1984,

Motors and generators (including motor generators) and miscellaneous
equipment are the products covered herein. Parts of these devices include
castings, shafts, wire, and forms dedicated for use in thése products.

Item 807.00 is used by producers of electrical equipment in the
rationalization of production. Labor-intensive operations are performed in
countries with low labor rates in order to reduce product costs. Canada, an
exception to the foregoing, is a significant supplier because major electrical
producers in Canada are subsidiaries of U.S. electrical firms. Moreover,
machining operations for large motors and generators are often performed in
those countries in which the necessary tooling is located.

During 1981-84, motors and generators and miscellaneous equipment were
eligible articles under the GSP with the exception of those articles entered
under items 682.42 and 682.65, which were certified for use in civil aircraft
and imported duty free. Mexico, Hong Kong, and Taiwan, having exceeded the
GSP competitive need restrictions, were the only beneficiary developing
countries not eligible for duty-free entry under the GSP for certain of these
articles during 1984. Imports entered under the GSP have been modest since
many of these articles are produced in developed countries.

Contact John T. Cutchin, Jr. at 523-0231

Television apparatus and parts, other than cameras, receivers, and picture
tubes

U.S. imports of television apparatus and parts, other than cameras,
receivers, and picture tubes, increased from $1.7 billion to $2.1 billion
during 1981-84, or by 24 percent. Imports of these articles under item 807.00
showed a 5-percent increase, rising from $851 million to $896 million during
1981-84. The ratio of imports under 807.00 to total imports decreased from
50.3 percent in 1981 to 42.6 percent in 1984, as shown in table 46.

Table 46.--Television apparatus and parts, other than cameras, receivers, and
picture tubes: U.S. imports for consumption, total and under TSUS item
807.00, 1981-84 !

Ratio of 807.00

imports to total
Year Total imports 807.00 imports “imports
Million dollars ‘Million dollars Percent

1981......... i, 1,692 851.0 50.3
1982......... ... L 1,762 824.6 . 46.8
1983.... . 1,686 834.8 - . 49.5
1984. ... . iiiiin 2,104 896.4 42.6

Source: Compiled from official statistics of the U.S. Department of Commerce.
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The duty-free value element of imports entered under item 807.00
increased slightly from $230.8 million in 1981 to $239.4 million in 1983
before falling to $230.8 million in 1984. The ratio of duty-free value to
total value of item 807.00 imports increased from 27.1 percent in 1981 to
28.7 percent in 1983 before decreasing to 25.7 percent in 1984, as shown in
table 47.

Table 47.--Television apparatus and parts, other than cameras, receivers, and
picture tubes: U.S. imports for consumption under TSUS item 807.00, 1981-84

|
Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 851.0 230.8 27.1

1982.......... 824.6 213.8 25.9

1983.......... 834.8 239.4 28.7

1984.......... 896.4 230.8 25.7

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

Imports under item 807.00 during 1981-84 were supplied principally by
four sources--Mexico, Taiwan, Singapore, and Malaysia. These four sources
together accounted for 98 percent of the total value of item 807.00 imports in
1984, as shown in table 48.

Table 48.--Television apparatus and parts, other than cameras, receivers, and
plcture tubes: Percentage distribution of U.S. imports for consumption,
total and under TSUS item 807.00, by principal sources, 1981-84

(In percent)

Total imports , 807.00 imports

Source 1981 . 1982 1983 1984 1981 1982 1983 1984
Mexico........ 39.0 36.5 38.5 37.5 72.4 74.3 75.9 74.2
Taiwan........ 12.3 16.0 11.9 7.8 17.2 13.2 11.0 15.5
Singapore..... 8.7 6.5 9.3 8.3 8.1 6.6 8.6 5.8
Malaysia...... 1.1 1.7 2.6 2.4 0.8 1.6 2.7 2.7
All other..... 38.9 39.3 37.7 44.0 1.5 4.3 1.8 1.8

Total..... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

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

The most significant amount in the "all other" category of total imports
was that from Japan. However, the duty-free portion of the value of these -
imports under item 807.00 was negligible.

59



60
Nearly all of the item 807.00 imports coming into the United States are
from foreign subsidiaries or affiliates of U.S.-owned firms. These articles
are not eligible underthe GSP.

Contact Eric Nelson at 523-4585

Radio receivers, transceivers, and parts thereof

U.S. imports of radio receivers, transceivers, and parts increased from
$§1.3 billion in 1981 to $2.2 billion in 1984, or by 75 percent. Imports of
these articles under TSUS item 807.00 increased by 45 percent, from
$307.6 million in 1981 to $445.9 million in 1984. Imports under item 807.00,
as a share of total imports, decreased from 24.6 percent in 1981 to
20.4 percent in 1984, as shown in table 49.

Table 49.--Radio receivers, transceivers, and parts thereof: U.S. imports
for consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
Year Total imports 807.00 imports imports

Million dollars Million dollars Percent

1981.........000ven 1,250.9 307.6 24.6
1982.......ciiiiiien 1,416.5 299.7 21.1
1983..... .0 1,818.6 364.0 20.0
1984..........c00uet 2,184.2 445.9 20.4

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

The duty-free portion of the value of imports entered under item 807.00
increased from $68.8 million in 1981 to $135.7 million in 1984, or by
97 percent. The ratio of duty-free value to total value of item 807.00

imports increased from 22.4 percent in 1981 to 30.4 percent in 1984, as shown
in table 50.

Table 50.--Radio receivers, transceivers, and parts thereof: U.S. imports
for consumption under TSUS item 807.00, 1981-84
!

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 307.6 68.8 22.4

1982.......... 299.7 77.7 25.9

1983.......... 364.0 104.8 28.8

1984.......... 445.9 A 135.7 ‘ 30.4

Source: Compiled from official statistics of the U.S. Department of Commercei(
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Of the total value of imports of radio receivers, transceivers, and parts
entered under item 807.00, Mexico was the largest supplier in 1984, followed
by Canada. In 1981, Singapore was the largest source, before dropping to
second in 1982, third in 1983, and fourth in 1984. Brazil was the second
largest source in 1981 and 1983, and third in 1984.

— In 1984, Mexico, Canada, Brazil, and Singapore accounted for
-37.0 percent, 18.2 percent, 16.0 percent, and 16.0 percent, respectively, of
the total value of item 807.00 imports.

The provisions of item 807.00 are used by radio apparatus manufacturers
for a variety of reasons. THe bulk of the articles imported under item 807.00
is from foreign subsidiaries of U.S. firms. Differentials in production
costs, including labor, availability of local sources of inputs, and the
ability to access foreign markets together contributed to the decision to
locate item 807.00- -type operations overseas.

During 1981-84, only certain products within the category of radio
receivers, transceivers, and parts were eligible articles under the GSP. The
most significant of these included solid-state radio receivers, except those
designed for motor-vehicle installation; all types of transceivers, except
other-than-hand-held CB transceivers; parts; and apparatus such as
transmitters and antennas. With the exception of certain products from
Singapore and all products from Canada, the major suppliers of item 807.00
imports mentioned above were also GSP-eligible countries. In 1984, however,
Singapore was ineligible for GSP treatment for certain solid-state radio
receivers. In 1984, total GSP imports of radio receivers, transceivers, and
- parts amounted to $140.5 million (about 6 percent of the total value of
imports),. representing an increase of 48.2 percent over the value in 1981
($94.8 million).

Contact Eric Nelson at 523-4585

Articles for making and breaking electrical circuits

U.S. imports of articles for making and breaking electrical circuits
increased from §1.1 billion in 1981 to $1.9 billion in 1984. During the
period, imports of these articles entered under item 807.00 increased from
$257.1 million to $381.9 million. As a result of the lower growth rate in
item 807.00 imports, the ratio of imports entered under item 807.00 to total
imports decreased from 23.2 percent in 1981 to 20.4 percent in 1984, as shown
in table 51.
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Table 51.--Articles for making and breaking electrical circuits: U.S.
imports for consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
_Year Total imports 807.00 imports imports
Million dollars Million dollars Percent

198l...... . i 1,108.5 257.1 23.2
1982....... .00l 1,180.8 263.1 22.3
1983...... ... it 1,365.1 315.4 23.1
1984.......... ..l 1,871.1 381.9 20.4

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

The duty-free value element of imports entered under item 807.00
increased from $142.5 million in 1981 to $239.8 million in 1984. The ratio of
duty-free value to total value of item 807.00 imports fluctuated during the
period, decreasing from 55.4 percent in 1981 to 55.0 percent in 1982, and then
increased to 62.8 percent in 1984, as shown in table 52.

Table 52.--Articles for making and breaking electrical circuits: U.S.
imports for consumption under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 257.1 142.5 55.4

1982.......... 263.1 144.7 55.0

1983.......... 315.4 191.3 60.7

1984.......... 381.9 239.8 62.8

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

Mexico was the largest source for imported articles entered under item
807.00 during 1981-84, accounting for about 72 percent of total imports.
Haiti, Canada, and Ireland accounted for a substantial share of the remainder.

, _

The articles covered herein are principally circuit breakers, electrical
switches, connectors, printed circuit boards, industrial controls, and
numerous other electrical components, including fuses, and junction boxes. No
single article accounted for a large share of imports under item 807.00.

Item 807.00 is used by producers of articles for making and breaking
electrical circuits for final product assembly. Parts of these articles are
exported largely to developing countries where labor-intensive assembly
operations are completed. With low labor rates in these countries, the

overall production costs of the articles are reduced. 62
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Articles covered by the group are eligible for duty-free entry under the
GSP. Mexico and Taiwan are currently the only designated beneficiary
countries that are ineligible under the GSP, having exceeded the competitive
need limitations. The annual value of imports entered under the GSP has been
significantly lower than the annual value of imports under item 807.00.

Contact Nelson Hogge at 523-0377

Semiconductors

U.S. imports of semiconductors increased from $3.6 billion in 1981 to
$7.8 billion in 1984, or by 116 percent. Imports entered under item 807.00
accounted for a large share of total imports, increasing from $2.8 billion to
$4.6 billion during the period. The ratio of item 807.00 imports to total
imports decreased from 77 percent in 1981 to 59 percent in 1984, as shown in
table 53.

Table 53.--Semiconductors: U.S. imports for consumption, total and under
TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
Year Total imports 807.00 imports imports
Million dollars Million dollars Percent .

1981........iviine 3,617.6 2,798.0 77.3
1982.......ciiiiiinn, 4,205.1 3,106.4 73.9
1983....... .0t 5,050.9 3,444.2 68.2
1984........0ieen 7,797.9 4,591.6 58.9

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

The duty-free value element of imports entered under item 807.00
increased from $1.8 billion to $2.8 billion during 1981-84. The ratio of
duty-free value to total value of item 807.00 imports decreased from
63.8 percent in 1981 to 60.9 percent in 1984, as shown in table 54.

Table 54.--Semiconductors: U.S. imports for consumption under TSUS item
807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 2,798.0 1,785.7 63.8

1982.......... 3,106.4 1,962.1 63.2

1983.......... 3,444.2 2,136.1 62.0

1984.......... 4,591.6 2,796.7 60.9

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Imports of integrated circuits accounted for the largest share of total
semiconductor imports during the period. The largest supplier of '
semiconductor devices imported under item 807.00 during 1984 was Malaysia,
followed by the Philippirnes, the Republic of Korea, and Singapore, as shown in
table 55.

Table 55.--Semiconductors: U.S. imports for consumption under
TSUS item 807.00, by principal sources, 1981-84

(In millions of dollars)

Source 1981 1982 1983 1984
Malaysia.............co0c. 821 991 1,064 1,272
Philippines................ 458 557 633 819
Republic of Korea.......... 228 301 488 789
Singapore........iciviivnnn 555 527 372 425
Canada.........oonvuenvnnns 123 73 127 . 288
Thailand...............uv.. 107 105 137 219
Mexico.......ovivivviinnnnnns 148 149 161 217
Taiwan........coiiveneeenns 106 117 139 208
All other............c..... 252 286 323 355

Total........onnvuvnnnn 2,798 3,106 3,444 4,592

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

Semiconductors consist largely of integrated circuits, transistors,
diodes, and solid-state rectifiers. A large share of the parts of semi-
conductors are chips and wafers that are mounted into circuit packages.
Transistors and diodes are also assembled from chips and wafers.

TSUS item 807.00 is used by U.S. semiconductor producers in the
rationalization of their final component assembly. Final assembly (bonding),
encapsulation, and testing of semiconductors are labor-intensive operations
that are performed in developing countries in which low labor rates are
found. After assembly, finished devices are usually returned to the United
States for final testing and marking. The cost of producing semiconductors is
reduced through this rationalization process.

Transistors and diodes are discrete semiconductors and were designated as
eligible articles under the GSP on April 1, 198l1. As a result, imports of
these devices during 1981 covered only 9 months of the year. In 1984, imports
of discrete semiconductors entered under the GSP were valued at $87 million.
The largest suppliers of these duty-free imports were Singapore and Taiwan,
which together accounted for 76 percent of imported value. Compared with
imports under item 807.00 during 1981-83, imports under the GSP were minimal.
Import duties on semiconductors were eliminated effective March 1, 1985 by
Presidential Proclamation 5305.

Contact Nelson J. Hogge at 523-0377
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Rail locomotives and rolling stock

The articles covered herein are rail locomotives, self-propelled railcars
used for urban and intercity transit, non-self-propelled railcars for either
passengers or freight, railroad service vehicles, and parts for locomotives
and non-self-propelled rolling stock. The value of U.S. imports of rail
locomotives and rolling stock rose by 56 percent during 1981-84, increasing
from $226.4 million to $352.9 million. Imports of these articles under item
807.00 fluctuated during the period, decreasing from $115.1 million in 1981 to
$58.1 million in 1982 before rising to $271.0 million in 1984. The ratio of
imports under item 807.00 to total imports fluctuated during the period,
increasing from 50.8 percent fn 1981 to 76.8 percent in 1984, as shown in
table 56.

Table 56.--Rail locomotives and rolling stock: U.S. imports for consumption,
total and under TSUS item 807.00, 1981-84

Ratio of 807.00

imports to total
Year Total imports 807.00 imports imports
Million dollars Million dollars Percent

1981.......00iiveinn 226.4 115.1 50.8
1982.......... . vih 118.0 58.1 49.3
1983....... .00, 153.6 89.5 58.3
1984...........c0 it 352.9 271.0 76.8

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

The ratio of duty-free value to total value of item 807.00 imports during
the period ranged from 34.9 percent in 1981 to 41.2 percent in 1984, as shown
in table 57. '

Table 57.--Rail locomotives and rolling stock: U.S. imports for consumption
under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 115.1 40.2 34.9

1982.......... 58.1 17.7 30.5

1983.......... 89.5 38.6 43.1

1984.......... 271.0 111.6 41.2

Source: Compiled from official statistiés of the U.S. Department of Commerce.
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Imports under item 807.00 increased prior to 1981 because U.S. purchasers
turned to foreign suppliers to meet the rising demand for freight cars. As
demand and the backlog of orders decreased, item 807.00 imports declined
significantly in 1982 and 1983, as shown in table 56. As the U.S. economy
recovered, increased shipments of automobiles, grain, and lumber prompted
railroads to increase their rolling stock inventories.

In terms of value, the majority of total imports of self-propelled rail
vehicles entered the United States under item 807.00. This was a direct
result of the provisions of the Surface Transportation Act of 1978, which
stipulates that cars purchased with Federal grants should consist of at least
50 percent U.S.-made materials.

Japan and Italy were the major sources of item 807.00 imports during
1981-84, accounting for 68 percent and 26 percent of total item 807.00 imports
in 1984, respectively. Other suppliers included Canada, the United Kingdom,
West Germany, and Austria.

With the exception of certain axles, axle bars, and wheels, imported rail
locomotives and rolling stock are eligible articles for duty-free treatment
under the GSP. However, as a share of total U.S. consumption, GSP imports

were relatively insignificant, amounting to less than 1 percent during 1981-84.

Contact Deborah Ladomirak at 523-0131

Motor vehicles

U.S. imports of motor vehicles increased from $22.1 billion in 1981 to
$36.7 billion in 1984, or by 66 percent. The value of motor-vehicle imports,
not including those entering free of duty from Canada under the provisions of
the Automotive Products Trade Act of 1965 (APTA), increased each year from
$15.6 billion in 1981 to $22.5 billion in 1984. The value of imports of motor
vehicles under item 807.00 increased annually from $6.4 billion in 1981 to
$12.8 billion in 1984. The ratio of the value of item 807.00 imports to the
value of total imports of motor vehicles (excluding APTA items) increased from
40.9 percent in 1981 to 56.8 percent in 1984, as shown in table 58.

Table 58.--Motor vehicles: U.S. imports for consumption, total, non-APTA 1/
and under TSUS item 807.00, 1981-84

1 Ratio of 807.00

Total Non-APTA 807.00 imports to non-
Year impeorts imports imports APTA imports
Million Million Million ‘
dollars dollars dollars Percent
1981..........c0vnn. 22,104 15,646 6,393.9 40.9
1982.....c0i it 25,022 16,385 8,035.6 - 49.0
1983. ..., i, 29,602 19,271 9,814.7 50.9

1984............ ... 36,658 22,479 12,775.3 56.8

1/ Automotive Products Trade Act of 1965.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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The ratio of the duty-free value to total value of item 807.00 imports
increased from 1.4 percent in 1981 to 1.6 percent in 1984, as shown in
table 59.

Table 59.--Motor vehicles: U.S. imports for consumption under TSUS item
' 807.00, 1981-84

Ratio of duty-free

Year Total value , Duty-free value value to total value
Million dollars' Million dollars Percent

1981.......... 6,393.9 88.3 1.4

1982.......... 8,035.6 102.6 1.3

1983.......... 9,814.7 124.1 1.3

1984.......... 12,775.3 199.9 1.6

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

The principal motor-vehicle products included herein are new and used
automobiles, automobile trucks and truck tractors, buses, snowmobiles, golf
cars, all-terrain vehicles, multipurpose vehicles, fire engines, and special-
purpose vehicles such as mobile cranes, cement trucks, and mobile oil rigs.
Automobiles accounted for 85 percent of the value of motor-vehicle imports
under item 807.00 in 1984, with automobile trucks and special-purpose vehicles
accounting for much of the remaining 15 percent.

The principal sources of imports of motor vehicles under item 807.00 in
1984, most of which were new automobiles, were Japan, West Germany, and
Sweden, as shown in table 60. Imports from these three countries together
accounted for about 63 percent of the duty-free value and about 96 percent of
the total value in 1984.

Table 60.--Motor vehicles: U.S. imports for consumption under TSUS item 807.00,

total and duty free, by principal sources, 1981-84

(In millions of dollars)

1981 1982 1983 1984
Duty- Duty- Duty- Duty-
Total free Total free Total free Total free
Source value value value value value value value value
Japan...... 3,816.0 22.1 4,747.8 26.4 6,105.5 41.6 7,861.2 52.6
West
Germany.. 2,021.3 27.6 2,597.1 42 .4 2,600.7 35.3 3,504.3 55.2
Sweden..... 352.1 8.5 505.5 14.1 830.9 24.2 870.6 18.9
United
Kingdom. . 82.3 1.4 103.1 2.1 36.9 0.7 73.4 1.6
Canada..... 97.4 25.2 57.0 15.2 29.2 7.3 20.0 8.0
All other.. 24.8 3.5 25.1 2.4 211.5 15.0 445.8 63.6
Total.. 6,393.9 88.3 8,035.6 102.6 9,814.7 124.1 12,775.3 199.9
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U.S.-produced motor-vehicle parts that are exported for assembly and
returned under item 807.00 include headlights, turbochargers, wheels, seat
fabric (leather and cloth), carpeting, glass, safety belts, tires,
miscellaneous engine parts, pumps, locks, catalytic converters, compressors,
and a few other small miscellaneous motor-vehicle parts. Virtually all of
these articles are installed on new automobiles and lightweight pickup trucks
exported from Japan and on automobiles exported from West Germany and Sweden.
Special-purpose vehicles exported from Canada and Mexico contain a much larger
percentage of U.S.-produced motor-vehicle parts because these firms will often
purchase the chassis from a U.S. manufacturer, install a custom-built body,
and then export the completed vehicle to the United States.

Foreign manufacturers utilize U.S.-produced components for motor vehicles
for three basic reasons. First, the component may be required to be installed
on all motor vehicles sold in the United States, but not on motor vehicles
sold in other countries. As an example, catalytic converters are installed on
automobiles in the United States in order to meet U.S. air-quality standards;
yet, they are not required in most other countries. In some instances, it is
less expensive to purchase the complete converter from U.S. sources than to
establish production facilities in the producing country. In addition, a
motor-vehicle manufacturer may find it more economical and convenient to
purchase a U.S.-produced article because of patent constraints. 1If a
component is patented in the United States, a motor-vehicle producer has the
option of purchasing the component from the U.S. manufacturer or securing a
license to produce the product in the country of assembly. Finally,
expedience may dictate the procurement of U.S.-made components. For example,
both the Japanese and the U.S. Government recently requested that Japanese
motor-vehicle manufacturers attempt to purchase more U.S-built components in
order to lessen the current trade deficit the United States is experiencing
with Japan.

The GSP is not a factor affecting item 807.00 imports of motor vehicles.
Passenger automobiles, snowmobiles, trucks, and some miscellaneous vehicles
such as golf cars and recreational vehicles are not eligible for duty-free
entry under the GSP. Buses and special-purpose vehicles such as fire trucks
and cranes are eligible, but only 2 vehicles were imported from any of the
eligible countries in 1984. 1/

Contact James McElroy at 523-0258

Motor-vehicle parts, miscellaneous motor vehicles, and not self-propelled
vehicles

Total U.S. imports of items contained inythis commodity grouping were
valued at $6.4 billion in 1981, but with the decline of U.S. vehicle
production, U.S. imports in this category fell to $6.2 billion in 1982. With
the resurgence of domestic vehicle production in 1983 and 1984, imports
increased sharply, rising to $7.7 billion and §10.5 billion, respectively.
The value of imports, exclusive of those entering duty free under the
Automotive Products Trade Act of 1965 (APTA), increased from $4.4 billion in

1/ Data for certain special-purpose vehicles are reported by value only; the
total value of these vehicles in 1984 was approximately $1.0 million. 68
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1981 to $6.7 billion in 1984. APTA is limited to motor-vehicle parts imported
from Canada for use as original equipment in motor vehicles; these articles
will be excluded from further discussion.

The ratio of the value of item 807.00 imports to the value of all
non-APTA imports included in this grouping increased from 6.7 percent in 1981
and 1982 to 10.1 percent in 1984, as shown in table 61.

Table 61.--Certain motor-vehicle parts, miscellaneous motor vehicles, and not
self-propelled vehicles: U.S. imports for consumption, total, non-APTA 1/,
and under TSUS item 807.00,! 1981-84

Ratio of 807.00

Total Non-APTA 807.00 imports to non-
Year imports imports imports APTA imports

Million Million Million

dollars dollars dollars Percent
1981........... 6,364 4,400 296.4 6.7
1982........... 6,173 4,677 312.9 6.7
1983........... 7,658 4,277 395.1 9.2
1984........... 10,458 6,677 675.4 10.1

1/ Automative Products Trade Act of 1965.

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

The duty-free element increased annually from $49.9 million in 1981 to
$190.0 million in 1984, as shown in table 62. The ratio of duty-free value to
total value of item 807.00 imports covered in this grouping increased from
16.8 percent in 1981 to 28.1 percent in 1984.

Table 62.--Certain motor-vehicle parts, miscellaneous motor vehicles, and not
self-propelled vehicles: U.S. imports for consumption, under TSUS item
807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 296.4 49.9 16.8

1982.......... 312.9 64.3 20.5

1983.......... 395.1 : 114.7 29.0

1984.......... 675.4 190.0 28.1

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

. Certain motor-vehicle parts, including transmissions, shock absorbers,
brakes, and other miscellaneous parts such as clutches, catalytic conveg&ers,
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u-joints, and transaxles accounted for about 80 percent of total item 807.00
imports in 1984. Fork-1lifts and similar industrial trucks represented

15 percent of the total value, whereas tractors, tanks, motorcycles, and not
self-propelled vehicles comprised the remaining 5 percent.

During 1981-84, Mexico, France, Canada, Brazil, and Japan accounted for
. over 90 percent of the annual imports under item 807.00, as shown in table 63.

Table 63.--Certain motor-vehicle parts, miscellaneous motor vehicles, and not
self-propelled vehicles: U.S. imports for consumption under TSUS item
807.00, by principal sources, 1981-84

Source 1981 1982 1983 1984
Mexico............ 101.1 122.1 179.9 274.9
France............ 118.8 107.8 125.9 166.4
Canada............ 28.8 32.3 35.3 63.1
Brazil............ 28.6 19.4 18.9 56.0
Japan............. 6.4 7.4 6.4 48.9
All other......... 12.7 23.9 28.6 66.1

Total......... 296.4 312.9 395.0 675.4

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

The United Kingdom was a small supplier, representing 6.8 percent of the total
value of 807.00 imports. Most of these United Kingdom imports were fork-lifts
and similar industrial vehicles. Item 807.00 imports from all countries
increased significantly in 1984, primarily because domestic motor-vehicle
production and U.S. imports of fork-1lift trucks and similar industrial
vehicles from overseas subsidiaries of U.S. corporations continued to increase.

Contact James Moses at 523-0426

Miscellaneous Manufactures 1/

U.S. imports of miscellaneous manufactures rose annually during 1981-84,
from $13.3 billion in 1981 to $20.9 billion in 1984. Imports of these
articles under item 807.00 increased from $708.0 million in 1981 to
$822.7 million in 1982 before declining to $687.5 million in 1984. The ratio
of imports under item 807.00 to total imports was 3.3 percent in 1984, lower
than the typical 5 to 6 percent of previous years, as shown in table 64.

1/ Included here are the commodities classified in the following portion of
the Tariff Schedules of the United States: Schedule 7 (specified products;
miscellaneous and non-enumerated products) except pts. 1(a), 1(b), 1(c), 12,
and 13(b). E
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Table 64.--Miscellaneous manufactures: U.S. imports for consumption,
total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total
~ Year ’ . Total imports 807.00 imports imports

Million dollars Million dollars Percent

S 2 13,297.8 708.0 5.3
1982........ ... oLl 14,133.0 822.7 5.8
1983.... . i 15,7441 795.2 5.1
1984......... .00ttt 20,855.4 687.5 3.3

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

The duty-free value of imports of miscellaneous manufactures under item
807.00 increased from $258.4 million in 1981 to $284.8 million in 1984. As
table 65 shows, the ratio of duty-free value to total value of item 807.00
imports dropped from 36.5 percent to 31.0 percent during 1981-82, but then
increased to 41.4 percent in 1984,

Table 65.--Miscellaneous manufactures: U.S. imports for consumption,
under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 708.0 258.4 36.5

1982.......... 822.7 255.4 . 31.0

1983.......... 795.2 274.8 : 34.6

1984.......... 687.5 284.8 41.4

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

Scientific instruments was the largest group of products covered in this
section in terms of imports entered under item 807.00 in 1984 with a value of
$136.6 million, or 20 percent of the total. The next largest group of such
imports was game machines, except coin or disc operated, which accounted for
$48.2 million, or 7 percent of the value of imports under item 807.00 in 1984.

Mexico, at $291.3 million, was the principal source of item 807.00

imports in 1984. Other major sources included Taiwan, with $70.8 million, and
Canada, with $50.1 million.
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Scientific instruments

During 1981-84, the value of U.S. imports of scientific instruments and
parts increased from $837.8 million to $1,310.6 million, or by 56 percent.
During the same period, imports of these products under TSUS item 807.00 grew
by 23 percent, rising from $111.3 million to $136.6 million. The ratio of
imports under TSUS item 807.00 to total imports decreased from 13.3 in 1981 to
10.4 percent in 1984, as shown in table 66.

Table 66.--Scientific instruments: U.S. imports for consumption, total
and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total

Year Total imports 807.00 imports imports
Million dollars Million dollars Percent
1981............ © 837.8 111.3 13.3
1982. ... 859.9 103.8 12.1
1983............ 936.8 114.0 12.2
1984........... 1,310.6 136.6 10.4

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

The duty-free value of imports entered under item 807.00 grew from
$64.6 million in 1981 to $70.8 million in 1984, or by 10 percent. The ratio
of duty-free value to total value of imports under this provision fluctuated
throughout the period and was 51.8 percent in 1984, as shown in table 67.

Table 67.--Scientific instruments: U.S. imports for consumption under
TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent

1981.......... 111.3 64.6 58.0

1982.......... 103.8 . 51.6 49.7

1983.......... 114.0 '57.5 50.5

1984.......... 136.6 70.8 51.8

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

In 1984, Mexico, the Netherlands, and the United Kingdom were the primary
sources of U.S. imports under this provision, accounting for 54, 19, and
15 percent, respectively. Canada and Japan accounted for the bulk of the
remaining imports.
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Item 807.00 is used by U.S. manufacturers for a variety of reasons. Some
U.S. producers of scientific instruments take advantage of this provision in
order to lower production costs of certain manufacturing processes requiring
labor-intensive operations. These operations are performed primarily in
countries with a relatively low-wage-rate labor force. The work performed in
Canada and other developed countries under item 807.00 is done primarily by
related parties .and is carried out because of the availability of needed
manpower and equipment and the existence of other considerationms.

Most of the articles imported under this item were apparatus for
measuring, checking, or automatically controlling variables of liquids or
gases, or automatically controlling temperature, and parts thereof, and
instruments and apparatus for measuring or checking electrical quantities, and
parts thereof.

During 1981-84, all scientific instruments and parts, except bicycle
speedometers (TSUS item 711.93), were eligible articles under the GSP as were
those articles certified for use in civil aircraft. Canadian original
motor-vehicle equipment is afforded limited duty-free treatment. Imports
under the GSP provisions amounted to 11.0 percent of total U.S. imports in
1984.

Contact Ruben H. Moller at 724-1732

Watches, clocks, and clockwork-operated devices (including time clocks and time
stamps) and parts

The value of U.S. imports of watches, clocks, and clockwork-operated
devices decreased from $1,250.7 million in 1981 to $1,215.6 million in 1984,
or by 3 percent. Imports of these articles under item 807.00 fell by
75 percent during 1981-84, from $158.1 million to $39.6 million. The ratio of
such imports under item 807.00 to total imports of these articles decreased
from 12.6 percent in 1981 to 3.3 percent in 1984, as shown in table 68.

Table 68.--Watches, clocks, and clockwork-operated devices (including time
clocks and time stamps) and parts: U.S. imports for consumption, total and
under TSUS item 807.00, 1981-84

Ratio of 807.00 imports

Year Total imports 807.00 imports to total imports
Million dollars Million dollars Percent

1981... 1,250.7 158.1 12.6

1982... 1/ 951.5 1/ 135.0 14.2

1983... 1,020.2 90.1 8.8

1984... 1,215.6 39.6 3.3

1/ Data for 1982, both in terms of total imports and imports under item
807.00, are understated because of a change in classification that resulted in
a 3-month data loss. :

Source: Compiled from official statistics of the U.S. Department of Commerce.
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The duty-free value of imports under item 807.00 fell from $29.0 million
in 1981 to $5.5 million in 1984. The ratio of duty-free value to total value
of item 807.00 imports ranged from a high of 19.1 percent in 1983 to a low of
13.9 percent in 1984, as shown in table 69.

. Table 69.--Watches, clocks, and clockwork-operated devices (including time
clocks and time stamps) and parts: U.S. imports for consumption under TSUS
item 807.00, 1981-84

Ratio of duty-free value

Year Total value Duty-free value to total value
Million dollars Million dollars Percent

1981... 158.1 29.0 18.3

1982... 135.0 22.3 16.5

1983... 90.1 17.2 19.1

1984... 39.6 5.5 13.9

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

The high degree of labor intensity in assembly of these types of articles
makes it more economical for domestic producers to ship components offshore
for assembly in areas with low labor costs. Taiwan, the Philippines,
Singapore, and Malaysia were the major sources of imports under item 807.00
during 1984. Over 80 percent of these imports during this period consisted of
watches and watch movements. However, decreased reliance on U.S. electronics
technology, as well as the reduced number of domestic watch producers,
accounted for the drop in item 807.00 imports in recent years.

GSP-eligible articles in this group include standard marine chronometers
and parts (TSUS items 715.20, 720.80, 720.92, and 721.10) and time locks (TSUS
item 715.55). Imports of these articles under the GSP were valued at $9,000
in 1981, $16,000 in 1982, $7,000 in 1983, and $39,000 in 1984.

Contact Brian Garbecki at 724-1731

Game machines, except coin or disc operated

U.S. imports of game machines (except coin-operated game machines)
increased by 55 percent between 1981 and 1982, 'rising from $526.1 million to
$814.5 million, but decreased by 78 percent during 1982-84, to $177.9 million,
reflecting the saturation of the video game market. During 1981-82, imports
of such game machines under item 807.00 more than doubled, increasing from
$98.6 million to $211.3 million. However, by 1984, such imports had declined
to $48.2 million. As shown in table 70, the ratio of imports under item '
807.00 to total imports climbed from 18.7 percent in 1981 to 34.8 percent in
1983, then slipped to 27.1 percent in 1984. The increase in the ratio
represents the eventual move to overseas assembly of home video games,
particularly with the opening of plants in Taiwan.in 1982 by the largest U.S.
video game maker. The decrease in 1984 reflects-the closure of a major 74
producer’s operations in Hong Kong.
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Table 70.--Game machines, except coin or disc operated: U.S. imports
for consumption, total and under TSUS item 807.00, 1981-84

Ratio of 807.00
imports to total

Year " Total imports 807.00 imports imports
Million dollars Million dollars Percent
1981............ 526.1 98.6 18.7
1982............ 814.5 211.3 25.9
1983......00unn. 480.2 ‘ 167.2 34.8
1984............ 177.9 48.2 27.1

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

The duty-free value of imports entered under item 807.00 rose from
$17.8 million in 1981 to $29.1 million in 1982, and then plummetted to
$5.3 million in 1984. The ratio of duty-free value to total value of item
807.00 imports fell from 18.0 percent to 11.0 percent during 1981-84, as shown
in table 71.

Table 71.--Game machines, except coin or disc operated: U.S. imports
for consumption under TSUS item 807.00, 1981-84

Ratio of duty-free

Year Total value Duty-free value value to total value
Million dollars Million dollars Percent
1981------------ 98.6 17.8 18.0
1982------------ 211.3 29.1 13.8
1983----------- 167.2 24.7 14.8
1984-------c---- 48.2 5.3 11.0

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

Home video games and parts accounted for 86 percent ($41.6 million) of
the imports of noncoin-operated game machines under item 807.00 in 1984. Game
machines other than video games made up the remaining 14 percent.

The importance of overseas assembly operations varies widely, depending
on the type of game. Imports under item 807.00 accounted for 32.2 percent of
the total imports of home video games in 1984 ($129.2 million), and
16.2 percent of the remaining nonvideo, noncoin-operated game machines,
($40.6 million).

The game machine industry has developed into a subset of the electronics
industry. The popularity of the end products and the initial profits of new
game concepts enticed many investors. As the products matured and production
technology became standardized, intense price competition pressured
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manufacturers to seek lower wage-rate sites to reduce costs. Overseas
assembly was an alternative to completely relocating abroad.

Taiwan and Hong Kong supplied $30.8 million and $6.9 million,

- respectively, for a combined 91 percent of the total imports of home video
games and parts entering under item 807.00 in 1984. Mexico furnished

6 percent ($2.7 million); the Philippines, 2 percent ($0.7 million).

Hong Kong also supplied 79 percent (§$5.2 million) of the item 807.00
imports of nonvideo, noncoin-operated game machines. Singapore accounted for
9 percent ($0.6 million).

Taiwan and Hong Kong were not eligible for GSP treatment in 1984 because
each previously had exceeded the competitive need limits. Duty-free imports
of noncoin-operated game machines under the GSP were $3.3 million in 1984, or
7 percent of total imports. Asian sources, led by Singapore, supplied
81 percent of the imports under the GSP.

Contact Pamela J. McGuyer at 724-1746

Baseball and softball equipment

U.S. imports of baseball and softball equipment increased by 12 percent,
rising from $97.8 million to $110.0 million (not shown in table). Baseballs
and softballs accounted for 42 percent of the total in 1984. However,
baseballs and softballs accounted for 99 percent ($36.7 million) of total
imports of baseball and softball equipment under item 807.00 in 1984
(table 72). Imports of baseball and softball equipment from Haiti, other than
balls, accounted for the remaining $262,000.

U.S. imports of baseballs and softballs were fairly stable during
1981-84, slipping 4 percent in terms of quantity (from 32.8 million balls to
31.6 million balls), despite an 8-percent increase in terms of value (from
$42.6 million to $46.0 million). The value of the imports of baseballs and
softballs under item 807.00 decreased by 2 percent, from $37.6 million to
$36.7 million. During 1981-84, the ratio of imports under item 807.00 to
total imports fell from 88.3 percent to 80.2 percent in terms of value, as
shown in table 72.

Table 72.--Baseballs and softballs: U.S. imports for consumption, total
- and under TSUS item 807.00, 1981-84

1

Ratio of 807.00
imports to total

Year Total imports 807.00 imports imports
Million dollars Million dollars _ Percent
1981............ 42.6 37.6 88.3
1982............ 46.0 41.0 89.1
1983............ 44.6 38.3 85.9

1984............ 46.0 36.7 80.2
' 76

Source: Compiled from official statistics of the U.S. Department of Commerce.
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The duty-free value of baseballs and softballs entering under item 807.00
decreased by 6 percent during 1981-84, from $26.1 million to $24.5 million,
and the ratio of duty-free value to total value of item 807.00 imports slipped
from 69.6 percent to 66.8 percent, as shown in table 73.

Table 73.--Baseballs and softballs: U.S. imports for'consumption under
TSUS item 807.00, 1981-84

| Ratio of duty-free

Year Total value' : Duty-free value value to total wvalue
Million dollars Million dollars Percent
1981............ 37.6 26.1 69.6
1982............ 41.0 27.7 67.6
1983............ 38.3 25.3 66.1
1984............ 36.7 24.5 66.8

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

All high-quality baseballs and softballs have a leather cover. U.S.
manufacturers of leather-covered baseballs and softballs send the raw
materials for the cores of the balls and the leather for the covers abroad to
have the cores wound and to have leather covers sewn on by hand in a very
labor-intensive process. 1/ Attempts to mechanize the sewing operation have
not been successful. Four U.S. manufacturers that import the leather-covered
balls under item 807.00 report these imports as domestic production for the
purposes of the Census of Manufactures.

Plastic and rubber-covered baseballs and softballs, on the other hand,
are of a lower quality. Their production is relatively automated, so it can
be completed in the United States and still result in competitively-priced
balls. Most baseballs and softballs imported from the Orient are covered with
plastic or rubber.

The largest overseas sewing operations of domestic baseball and softball
producers are in Haiti. Haiti accounted for 86 percent of the value of the
imports under item 807.00 in 1984, followed by Honduras with 12 percent. The
third leading source, Jamaica, provided 1 percent. ~

Haiti has not been eligible for GSP benefits with regard to baseball and
softball equipment, except gloves and mitts, because it has exceeded the
competitive need limits in each year since the GSP became effective (1976).
Had Haiti been eligible for GSP treatment, it is likely that U.S. producers
would have chosen to import the baseballs and softballs from Haiti free of
duty under the GSP rather than under item 807.00, which requires duty to be
assessed on the value added in Haiti.

1/ Some companies wind the cores in the United States. The leather for the
covers is cut and dyed domestically before being shipped to the Caribbean or
Taiwan.
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Imports of baseballs and softballs under the GSP amounted to $8 million
in 1984, or 17 percent of total imports of baseballs and softballs. Most of
these were plastic or rubber-covered balls from the Orient. Taiwan accounted
for 68 percent of the GSP imports in 1984, followed by the Republic of Korea,
with 22 percent. 1/ Duty-free baseballs and softballs from Haiti under the
Caribbean Basin Economic Recovery Act amounted to $695,000 in 1984.

Contact Pamela J. McGuyer at 724-1746

1/ In a joint venture with a distributor of equipment to athletic
departments, the lone producer of leather-covered baseballs and softballs in
Taiwan became the largest supplier of baseballs to the U.S. college baseball
market in 1983. ' :
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Appendix A

Rules and Regulations
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Appendix B

Statistical Tables
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Table B-7.--U.S. imports for consumption under TSUS item 806.30, by
' principal sources, 1984

Source Value Percent of total
Million dollars :

Grand total.........ccovvuvvnnn 450.2 100.0

Top 10 sources, total........... .. 444.9 98.8
Japan..........oevevenn IEEERREEEE 209.4 46.5
Canada.......coivvvnvennnns . . 133.4 29.6
Mexico......iiiiiiiiiiiiinnrnnes 32.4 7.2
Malaysia.............coovunnn . 26.7 5.9
West Germany............cceuouuuues 22.9 5.1
Belgium and Luxembourg....... . 6.5 1.4
Singapore......... ..ot 4.6 1.0
Ttaly...coiiiiiiiiinieennnns . 4.0 .9
France......ceveeeeenensarssnans 2.9 .6
Taiwan. ........oiiiiiininnennsns 2.1 .5
All other......voiiiviennnennnns . 5.3 1.2

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

Note.--Because of rounding, figures may not add to the totals shown.
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