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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<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>