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PREFACE

This report is a product of the U.S. International Trade Commission’s
Trade Monitoring Information Support System. This system consists of a
comprehensive and standardized data base designed to provide the Commission
with the basic data required in its analytical and monitoring responsibilities
and to serve as a starting point for more detailed trade analysis. The system
improves the Commission’s capability to anticipate issues that are of concern

. . in the exercise of its various roles under U.S. trade statutes, including

monitoring and understanding trade shifts that are likely to affect future
trade policy.

The basic components of the system are the tailormade trade tables, which
consist of computer-generated import/export tables for key commodity areas or
aggregations for which data have not generally been available on a routine,
machine-generated basis. The data are compiled from official statistics of
the U.S. Department of Commerce. The system at present includes over 2,500
key commodity groups composed of one or more individual TSUS items and
comparable export classifications. B

The tailormade trade tables serve as the vehicle for a Commission trade-
monitoring or early-warning system, which can alert the Commission to shifts
in trade patterns and focus on areas for further Commission study. The
tailormade trade tables are automatically tested quarterly and annually by
computer against predetermined criteria or "gates" designed to detect aberrant
trade behavior. These criteria include significant changes in (1) the value
and/or quantity and/or unit value for exports and imports, and (2) the pattern
of countries supplying U.S. imports and/or the markets for U.S. exports.

Because of the interest in shifting trade patterns, the Commission, while
viewing the system primarily as an internal analytical tool, is making this
report available to the concerned congressional committees, the United States
Trade Representative, other executive departments, and the public. This
report provides brief analyses of significant trade shifts and possible
reasons for the shifts for the following sectors:

Agricultural, animal, and vegetable products
Forest products

Textiles, apparel, and footwear

Energy and chemicals

Minerals and metals

Machinery and equipment

Miscellaneous manufactures.

Following each sector analysis is a statistical table summarizing trade
for the major commodity groups within the sector and a summary of the
monitoring gates triggered for the most recent period. Appendix A contains a

listing of the specific import and export gates that are currently used in the
Commission’s system.
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Trade data indicating the origin of U.S. imports, by sources, and the
market countries for U.S. exports are available within the Commission for each
of the 650 commodity groupings covered in the sector tables. 1/ In addition,
the Commission has similar data available on a more detailed product basis
within these groupings. Appendix B contains data for U.S. trade in articles
covered by the MIN Civil Aircraft Agreement; appendix C contains data for U.S.
trade in motor-vehicle parts and accessories.

This issue of U.S. Trade Shifts in Selected Commodity Areas includes
estimated data on 1985 domestic consumption, production, employment and import
penetration ratios for the approximately 650 commodity groups covered in this
report (app. E). These data have been estimated by the Commission’s
international trade analysts based on primary and secondary data sources
including discussions with various Government and industry contacts. These
estimated data are subject to change either from future secondary sources or
from the detailed surveys the Commission often conducts in the course of its
statutory investigations or other work.

1/ App. D contains an alphabetical index of the commodity groupings covered in

the sector tables. i



iii

CONTENTS

g o - 1 -
Overview of 1986 U.S. merchandise trade..........iiviitiiiiiiiiinirennnns
Analyses of trade shifts, by sectors:
Agricultural, animal, and vegetable products............ v vviirrnanen
Forest pProducts. .. ...ttt iieenriiseoeeneeotesasossososesssnsasaoss
Textiles, apparel, and fOOtWeAT ... ...vot i ivrinrenrensenrionrsnonnoens
Energy and chemicals...... ...ttt etnneranenenas
Minerals and metals......... ...t itrennunnneseoeeennnnnsssosessnnnans
Machinery and equipment........ciiiiiiinetnnenneinntinennsnsonesnsenns
Miscellaneous MANUEACEUTES. ..o v vt vt ietiverrnsoorenseneensossooeesnesns
Appendix A. Trade-monitoring gates used in the USITC monitoring system..
Appendix B. Trade data for articles covered by the MTN Civil Aircraft
Agreement . . ittt ittt ittt et it it e
Appendix C. Trade data for motor-vehicle parts and accessories..........
Appendix D. Alphabetical index for commodity groupings covered in
the sector tables...... ...ttt iiiirriinneronssesonssonssssssoasnnssss
Appendix E. U.S. production, exports of domestic merchandise, imports
for consumption, apparent consumption, and employment, 1985............

31
43
67
95
127
175
A-1

il



iv



v

Overview of 1986 U.S. Merchandise Trade

During 1986, the U.S. merchandise trade deficit reached a record level of
$162.3 billion, representing a 19-percent increase over the 1985 deficit of
$136.6 billion. 1/ This surge in the deficit, although not as large as the
prior year's 23-percent increase, continues the significant upward trend in
- the U.S. trade deficit. The increase is generally attributed to a combination
of factors including the strong U.S. economy and falling demand for U.S.
exports caused by large foreign debts and falling oil revenues in many
important U.S. markets, and the increasing export competition from emerging
industrial countries and other industrial nations. 1In addition to these
factors, however, market conditions unique to specific industries have also
been a major factor in the worsening trade balance.

The $25.7 billion increase in the merchandise trade deficit in 1986
reflects trade balance declines in every major U.S. sector except for
petroleum and forest products. The most significant decline occurred in the

machinery and equipment sector where the trade deficit increased by $24.6
billion. The decline in the trade balance involves many product areas and

countries; however, it arises principally from a strong increase in U.S.
demand for foreign products, particularly motor vehicles, consumer electronic
products, and office machines. ’

In 1986, the United States maintained a positive, but shrinking, trade
balance in only two sectors, agricultural, animal, and vegetable products
($1.7 billion) and chemicals and related products ($8.8 billion). Merchandise
trade deficits occurred in the machinery and equipment sector ($65.6 billion);
petroleum, natural gas, and related products ($33.3 billion); minerals and
metals ($27.6 billion); textiles and apparel ($18.2 billion); miscellaneous
manufactures ($13.9 billion); footwear ($6.5 billion); and forest products
($5.6 billion) (table 1). Within these major sectors, there were significant
shifts in both U.S. exports and imports in 1986, as discussed below.

U.S. export developments

U.S. exports declined to $206.4 billion in 1986, representing a decrease
of less than 1 percent from that in 1985. The largest decline was in the
agricultural sector, where ample world supplies of basic agricultural
commodities caused U.S. exports to drop. Major shifts occurred within all
sectors as can be seen below. '

In the agricultural sector, U.S. exports decreased by 6 percent, from
$30.0 billion in 1985 to $28.2 billion in 1986. Exports of grain led the
decline, falling from $9.9 billion in 1985 to $6.4 billion in 1986, or by 36
percent. Exports of animal and vegetable oils, fats, and greases also
declined, from $1.5 billion in 1985 to $1.1 billion in 1986, or by 29
percent. Ample world supplies, aggressive price competition from other
exporting nations, and domestic price support programs contributed to the
declining U.S. agricultural export trade.

In the textiles (including fibers), apparel, and footwear sector, U.S.
exports continued to decline in 1986, decreasing by 9 percent, or approximately

1/ Import values are based on customs value; export values are based on f.a'.s.
value, U.S. port of export.
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$500 million, from those in 1985 to $5.2 billion. The decline resulted
largely from sharply lower exports of raw cotton, which, after decreasing by
33 percent, or about $800 million in 1985, fell another 53 percent, or $860
million, in 1986 to $773 million. Nevertheless, cotton remained the sector's
single largest export in 1986, ahead of broadwoven fabrics, exports of which
rose 20 percent in 1986 to $731 million. The decline in cotton exports
primarily reflected a general worldwide oversupply and, through the first

7 months or so of the year, significantly higher U.S. cotton prices relative
to world prices.

In the energy and chemicals sector, U.S. exports of petroleum products
decreased by 28 percent in 1986 to $2.8 billion compared with $3.9 billion in
1985. The primary reason for this decrease was the severe price decline of
crude petroleum in 1986. The principal markets for U.S. exports of petroleum
products were Canada, Mexico, and Japan. U.S. exports of fertilizers
decreased by 27 percent to $1.9 billion in 1986 compared with $2.7 billion in
1985. This decline is attributable to a world oversupply of potash.

In the minerals and metals sector, U.S. exports of precious metals
increased 29 percent to $2.1 billion in 1986 from $1.6 billion in 1985. The
increase in exports is largely the result of increased speculative activity.

In the machinery and equipment sector, U.S. exports of aircraft increased
by S percent, to $15.0 billion, and exports of office machines increased by 4
percent, to $15.4 billion. Exports of passenger automobiles also increased by
5 percent, rising to $6.3 billion. The increase in exports of aircraft was
related to U.S. dominance in the production of large transport aircraft. The
increase in exports of office machines was related to U.S. dominance in
computers and automated data processing (ADP) machines. About 46 percent of
U.S. exports of office machines in 1986 was accounted for by exports of
machines shipped abroad for assembly or as replacement parts.

In the miscellaneous manufactures sector, U.S. exports increased by 5
percent, to $15.8 billion in 1986. More than one-half of the increase
occurred in optical and medical goods, which rose from $2.8 billion to $3.3
billion, or by 16 percent. A substantial portion--45 percent--of optical
goods exports took place in telescopic sights for firearms and infrared
telescopes and binoculars for military use. Exports of medical goods rose as
a result of U.S. manufacturers concentrating on selling abroad in order to
compensate for problems experienced in an increasingly mature and sluggish
U.S. market.

U.S. import developments

U.S. imports increased to $368.7 billion in 1986, representing an
increase of $25.1 billion, or 7 percent, compared with imports in 1985.
Imports were up in all major sectors except the petroleum sector. The largest
increase was in the machinery and equipment sector where motor-vehicle imports
led in large part to a $25.0 billion rise. Significant shifts occurred within
all sectors as discussed below.

vii
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In the agricultural sector, U.S. imports increased by 8 percent, or from
$24.5 billion in 1985 to $26.5 billion in 1986. Imports of shellfish
increased from $2.0 billion to $2.4 billion; fresh or frozen fish, from $1.5
billion to $1.9 billion; and fresh, chilled, or frozen vegetables, from
$652 million to $812 million.

In the textiles (including fibers), apparel, and footwear sector, U.S.
imports continued to reach new record highs in 1986, climbing by another
15 percent, or $3.9 billion, over the previous high in 1985 to almost $30
billion. The largest absolute increase occurred in apparel, imports of which
rose by 15 percent, or nearly $2.3 billion, to approximately $17.2 billion.
Significant increases also occurred in imports of textile mill products
(excluding fibers) and footwear, with the former rising by 17 percent, or $800
million, to nearly $5.7 billion and the latter advancing by 13 percent, or
$770 million, to $6.7 billion. On a country basis, China showed the largest
absolute increase in 1986, when imports of Chinese textiles and apparel rose

by 51 percent, or $800 million, to almost $2.2 billion. Nevertheless, China
remained the fourth largest single supplier of textiles and apparel after Hong

Kong, Taiwan, and the Republic of Korea (Korea), imports from which rose by a
combined 9 percent, or $800 million, to $9.5 billion.

In the energy and chemicals sector, U.S. imports of crude petroleum
decreased from $33 billion in 1985 to $23 billion in 1986. U.S. imports of
petroleum products decreased by 31 percent in 1986 to $11 billion compared
with $16 billion in 1985. Imports of natural gas and related products
decreased by 28 percent to $3 billion in 1986. U.S. imports of petrochemical
feedstocks also decreased in 1986: aliphatic hydrocarbons (derived from
natural gas) declined by 55 percent and primary benzenoid hydrocarbons
(derived from crude petroleum) decreased by 23 percent. These declines were
all the direct result of the plummeting price of crude petroleum in 1986.
U.S. imports of fertilizers decreased by 12 percent, and imports of fabricated
rubber and plastics products increased by 28 percent in 1986.

In the minerals and metals sector, U.S. imports of iron and steel mill
products declined 16 percent, to $8.1 billion in 1986 from $9.6 billion in
1985; this largely reflects the effects of the voluntary restraint agreements
(VRA's). The largest decline in imports occurred in the pipes and tubes
category, principally as a result of reduced economic activity in the oil and
gas industries. The $3.2-billion increase in imports of precious metals in
1986 was largely the result of increased speculative activity.

In the machinery and equipment sector, U.S. imports of passenger
automobiles showed a significant rise, increasing by 27 percent, to $49.1
billion. Strong U.S. demand for Japanese-produced motor vehicles accounted
for much of the increase. Imports of office machines also showed a
significant rise, increasing by 28 percent, to $14.6 billion. Strong demand
for foreign-produced ADP machines was the principal reason. Imports of
radiotelephonic and radiotelegraphic apparatus rose by 10 percent, to $16.7
billion, in response to increased demand for Japanese-produced video recorders
and other electronic consumer products. Imports of motors, generators,
transformers, and similar electrical equipment increased by 9 percent to $2.4
billion. Imports of telephone switching and switchboard equipment decreased

viii
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by 13 percent, to $2.3 billion, as shipments from Japan and Canada showed a
significant decline.

In the miscellaneous manufactures sector, U.S. imports increased from
$25.2 billion to $29.7 billion, or by 18 percent. The single largest gain
occurred in furniture, which rose by 22 percent, from $3.3 billion to
©-$4.1 billion. Most of the increase is attributed to U.S. consumers continuing
to purchase record levels of furniture as well as taking advantage of
attractive prices offered by certain importers. The remaining increase in
imports for this sector is scattered among numerous commodities.

U.S. bilateral trade

The United States experienced worsening trade balances with the majority
of its major trading partners during 1986 (table 2). The largest declines in
the U.S. trade balance occurred with Japan (down $12.5 billion), the European

Community (EC) (down $4.2 billion), and the nonmarket economies (down $2.8
billion). ’

The International Monetary Fund’s weighted-average foreign-currency value
of the U.S. dollar was down 18.4 percent for all of 1986 from the level of
that in 1985. This decline suggests an increase in U.S. competitiveness;
however, other factors already mentioned appear to have outweighed this
positive influence on the trade balance. The value of the U.S. dollar
relative to other major currencies during 1985 and 1986 is shown in the
following tabulation (average currency units per U.S. dollar):

Percentage
Currency 1985 1986 change
---(Per U.S. dollar)---

Yen (Japan)............ccvvvnnn 238.54 168.52 -29
Pound (United Kingdom)........ L7792 .6822 -12
Franc (France)..........cc0v.n. 8.9852 6.9261 -23
Dollar (Canada)............... 1.3655 1.3895 2
Lira (Italy)........covivuunnn 1,909.44 1,490.81 -22
Deutsche mark (West Germany).. 2.9440 2.1715 -26

U.S. bilateral trade balances with selected major trading partners are
discussed below:

Canada.--Canada historically had been the United States’ largest supplier
of imported merchandise and, during 1983-85, its largest trading partner too.
In 1986, however, Canada was surpassed by Japan as the largest foreign supplier
and by the EC as the largest trading partner, when U.S. trade with Canada
declined for the first time since the recessionary year of 1982. It decreased
by 2 percent, from the record $113.9 billion in 1985 to $111.1 billion in 1986,

ix
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as U.S. exports declined by 5 percent, or $2.0 billion, to $43.0 billion, and
imports fell by a smaller 1 percent, or $0.7 billion, to $68.1 billion.
Consequently, the trade deficit with Canada continued to worsen, as it has so
far during the 1980's, rising by 5 percent, or $1.3 billion, to a high of
$25.2 billion. This was nearly four times larger than the 1980 deficit of
$6.4 billion but was a distant second to the $59.1 billion deficit with Japan
in 1986.

The deteriorating trade position with Canada thus far during the 1980’s
has primarily reflected significant trade shifts in machinery and equipment,
the largest sector of trade, with almost 60 percent of U.S. exports and 44
percent of U.S. imports in 1986. After recording annual trade surpluses of
about $5.5 billion, or slightly more, in 1980-81, trade in machinery and
equipment with Canada deteriorated thereafter, marked by deficits of
approximately $2.4 billion annually in 1984-85 and $4.3 billion in 1986.
Imports in 1986 rose by 1 percent over those in 1985, to a high of $29.7
billion, whereas exports decreased by 5 percent, from a record $26.9 billion
to $25.4 billion. The single largest traded product was motor vehicles, with
imports in 1986 totaling nearly $20.7 billion, down 2 percent from those in
1985, and exports amounting to $14.3 billion, down 5 percent. Imports and
exports of motor-vehicle parts and accessories in 1986 totaled $9.4 billion
and $8.6 billion, respectively. v

Although the deficit with Canada in machinery and equipment has widened
rapidly in recent years, larger deficits were recorded in 1986 for forest
products ($8.5 billion), petroleum and related products (§5.8 billion), and
minerals and metals ($5.1 billion). The most notable trade shift occurred in
petroleum and related products, for which the deficit declined by 37 percent,
from the 1985 high of §9.2 billion, reflecting a decrease in imports of these
products of 35 percent, from $9.8 billion to $6.3 billion.

Japan.--The U.S. merchandise trade deficit with Japan, the third largest
trading partner after the EC and Canada, reached $59.1 billion in 1986, an
increase of 27 percent over the deficit in 1985 and 74 percent over that in
1984. It was the largest deficit ever recorded with a single country and
almost as large as the $60.7 billion deficit incurred with all countries in
1983. Despite the decline of the dollar against the yen, U.S. imports from
Japan rose more than three times as much as U.S. exports there, with the
former increasing by 20 percent, or $13.7 billion, over those in 1985, to
$§82.0 billion and the latter advancing by 6 percent, or §1.3 billion, to
$22.9 billion.

The pattern of trade with Japan is largely influenced by changes in trade
levels in machinery and equipment, which accounted for almost all the deficit
in recent years. The machinery and equipment sector is, by far, the single
largest import sector, accounting for 79 percent of total imports from Japan
in 1986, and also the largest export sector, with 26 percent of total
exports. Imports from Japan in 1986 rose by 25 percent over those in 1985, or
$13.1 billion, to mnearly $64.6 billion, making Japan far and away the largest
supplier, with 40 percent of total imports. The growth in these imports,
coupled with a 12-percent increase in U.S. exports to Japan of $6.0 billion,
resulted in a 27-percent increase in the sectoral deficit to nearly $58.6
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billion. Significant import growth occurred in a number of product
categories, especially the larger ones, with increases of 30 percent or more
being recorded in imports of cars, which totaled $23.6 billion in 1986; office
machines, including computers, $7.3 billion; trucks, $4.8 billion;
motor-vehicle parts, $4.5 billion; and machine tools, $1.3 billion.

o Other sectors to incur trade deficits with Japan during 1986 were

minerals and metals ($3.2 billion), textiles ($0.9 billion), and miscellaneous
manufactures ($4.8 billion). Trade surpluses were recorded in agriculture
($5.3 billion), forest products ($1.7 billion), chemicals ($1.2 billion), and
petroleum and related products ($0.6 billion). Japan was the largest market
for U.S. agricultural exports in 1984-85, but fell to second behind the EC in
1986, when U.S. exports to the Asian market, which peaked at $6.8 billion in
1984, rebounded by less than 1 percent to $5.9 billion. Japan also was the
largest market for U.S. exports of forest products ($2.1 billion) and
petroleum and related products ($0.6 billion).

European Community.--The European Community, which had been the United
States’ largest trading partner during 1980-82, regained that position from
Canada in 1986, when U.S. trade with the EC expanded by 10 percent over that
in 1985 to a record $119.4 billion. This expansion was generated mostly by
the growth in imports, as has been the case so far during the 1980’s, which
has caused a complete turnaround in the U.S. trade position, from trade
surpluses--albeit rapidly shrinking--during 1980-82 to escalating deficits
during 1983-86. The trade balance, marked by a surplus of §$17.3 billion in
1980, became a deficit in 1983 that subsequently reached $20.9 billion in 1985
and $25.1 billion in 1986. This reflected growing imports from the EC, which
reached a high in 1986 of $72.3 billion, up 12 percent from those in 1985 and
slightly more than double those in 1980. Exports to the EC totaled $47.1

billion, up 8 percent over those in 1985 but down 10 percent from those in
1980.

A large part of the weakening trade position with the EC can be traced to
recent trade shifts in machinery and equipment, which accounted for 45 percent
of both total trade and the trade deficit in 1986. Imports of these products,
after remaining relatively stable at about $15 billion annually during 1980-83,
increased significantly thereafter to $32.3 billion in 1986, up 24 percent from
those in 1985. By contrast, exports showed little growth during the 1980's,
though they also reached a high in 1986 of nearly $20.9 billion, up 8 percent
over those in 1985 level and 13 percent over those in 1980.

Other sectors that incurred trade deficits with the EC in 1986 were
minerals and metals ($6.4 billion), miscellaneous manufactures ($3.0 billion),
petroleum and related products ($3.0 billion), textiles ($1.9 billion), and
footwear ($1.0 billion). The sectors showing the greatest change in their
deficit that year were minerals and metals, for which the deficit increased by
13 percent from $5.6 billion in 1985; and the petroleum and related products,
for which the deficit decreased by 36 percent from $4.6 billion. The only
sectors to enjoy a trade surplus with the EC in 1986 were agriculture
($1.3 billion), chemicals ($§1.2 billion), and forest products ($0.6 billion).
Although the agricultural surplus in 1986 was 53 percent higher than the
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depressed level in 1985 of just under $0.9 billion, it was down substantially,
by two-thirds or more, from the surpluses posted annually during 1980-83.

With respect to the individual EC member countries, the largest trading
partners of the United States were West Germany, which also was the third
largest single trading partner overall after Canada and Japan in 1986, and the
~ United Kingdom. West Germany, the largest supplier of U.S. imports in the EC,

‘accounted for 29 percent of total U.S. trade with the EC in 1986 and the
United Kingdom, the largest market for U.S. exports in the EC, accounted for
22 percent. France and Italy, together, accounted for an additional 27
percent of the total.

U.S. trade with West Germany, which accounted for the major part of the
growing U.S. trade deficit with the EC during 1984-86, increased by 21 percent
from 1985 to a total of $35.1 billion in 1986. This reflected increases of 24
percent in U.S. imports to $25.3 billion and 14 percent in U.S. exports to
$9.8 billion. The resultant deficit in 1986 of $15.5 billion, which was up 32
percent over the year-earlier level of $11.8 billion, accounted for 62 percent
of the total U.S. trade deficit with the EC. This compares with 56 percent in
1985 and 70 percent in 1984. Three-fourths of the deficit with West Germany
in 1985-86 occurred in machinery and equipment, the most important trade
sector, accounting for approximately 60 percent of total U.S. trade with West
Germany in those years. The deficit in this sector during 1986 widened by 37
percent over that in 1985 to $11.8 billion, as U.S. imports rose by 29 percent
to $16.6 billion and U.S. exports increased by a much smaller 13 percent to
$4.8 billion.

U.S. trade with the United Kingdom has remained relatively unchanged in
recent years, averaging about $25 billion annually during 1984-86. However,
it was marked by a growing deficit that reached $4.7 billion in 1986,
representing an increase of 14 percent over that in 1985. Imports from the
United Kingdom rose by 3 percent to $15.3 billion, while U.S. exports there
continued to decline, falling by 1 percent to just under $10.6 billion. The
most important product sector in trade with the United Kingdom was machinery
and equipment, with U.S. imports rising by 19 percent to almost $6.0 billion,
whereas U.S. exports decreased by 5 percent to $5.7 billion. The most
significant trade shift with the United Kingdom in 1986 occurred in petroleum
and related products, for which trade continued to decline rapidly. U.S.
imports from the United Kingdom fell by 39 percent to $2.0 billion and U.S.
exports, though substantially smaller, decreased by 66 percent to $40.8
million. '

Brazil.--The U.S. merchandise trade deficit with Brazil declined for the
second consecutive year in 1986, decreasing by 35 percent, or $1.6 billion,
from that in 1985 to $2.9 billion. This improvement reflected the ongoing
expansion in U.S. exports to Brazil, which increased by another 22 percent to
a high of $3.7 billion, and a halt, at least temporarily, in the growth of
imports from there, which decreased by 11 percent to $6.7 billion.

The merchandise sectors accounting for the largest share of exports to

Brazil in 1986 were machinery and equipment, 43 percent; chemicals, 30
percent; and agriculture, 15 percent. U.S. exports of machinery and equipment
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in 1986 increased by 19 percent over those in 1985 to $1.6 billion, reflecting
increasing industrialization there and the corresponding increase in demand
for these products. U.S. exports of chemicals to Brazil increased by 30
percent to $1.1 billion. Although Brazil is actively pursuing a program of
development for its chemical processing industries to satisfy demand and
eventually increase exports of these products, there is currently insufficient
production to satisfy domestic demand. U.S. exports of agricultural products
to Brazil increased by 18 percent to $554 million. Except for certain grains
(corn and wheat) and soybeans, Brazil is largely self-sufficient in
agricultural products.

Merchandise sectors accounting for the largest share of U.S. imports from
Brazil in 1986 were agriculture, 28 percent; machinery and equipment, 21
percent; minerals and metals, 15 percent; and footwear, 13 percent.
Historically, the United States has been a large importer of Brazilian
agricultural products, such as coffee, orange juice, and cocoa butter. U.S.
imports of agricultural products from Brazil in 1986 decreased by 23 percent
from those in 1985 to $1.9 billion. Imports of machinery and equipment
increased by 21 percent to $1.4 billion, and imports of minerals and metals,
including certain iron and steel products, declined by 3 percent to $2.0
billion. U.S. imports of footwear from Brazil, which had grown rapidly during
1983 and 1984, peaking at just over $900 million in 1985, decreased by 6
percent to $847 million in 1986.

Hong Kong.--The U.S. merchandise trade deficit with Hong Kong continued
to widen in 1986, although more slowly than in recent years, rising by 4
percent over that in 1985 to $6.0 billion. This followed an increase of 34
percent in 1984 and 8 percent in 1985. The smaller increase in 1986 resulted
from a recovery in exports to Hong Kong and relatively low growth in imports
from there. Exports, after declining by 9 percent in 1985, rebounded by 10
percent in 1986 to nearly $2.9 billion and imports, after rising by 29 percent
in 1984, increased by only 2 percent in 1985 and 6 percent in 1986 to almost
$8.9 billion. :

Almost 60 percent, or $3.5 billion, of the deficit with Hong Kong in 1986
was in textiles (including apparel), the largest import by far. Imports of
textiles from Hong Kong, after rising by 31 percent in 1984, increased by 10
percent in 1985 and an even smaller 3 percent in 1986 to $3.6 billion. The
declining growth reflected increasingly tighter U.S. quotas on textiles from
Hong Kong, which nevertheless remained the largest supplier.

Most of the remaining deficit with Hong Kong was in machinery and
equipment and miscellaneous manufactures. The deficit in machinery and
equipment, the largest export and second largest import, totaled $1.2 billion
in 1986, up 3 percent from the 1985 deficit but down 15 percent from the
record deficit in 1984 of $1.4 billion. U.S. imports and exports both rose in
1986, with the former up 6 percent to almost $2.3 billion and the latter up 9
percent to nearly $1.1 billion. Substantial import growth occurred in
telephones, color television receivers, and computers, which together were up
roughly 80 percent to $251 million. The greatest export growth occurred in
civil aircraft and aircraft parts, shipments of which were up 89 percent to
$236 million.
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Trade with Hong Kong in miscellaneous manufactures in 1986 continued to
reflect trends prevailing in recent years. The deficit rose by another
9 percent over that in 1985 to $1.7 billion, as imports increased by 7 percent
to $1.9 billion and exports stagnated, decreasing by 5 percent to $239 million.
Imports of jewelry rose by 11 percent to $322 million, making it once again
the third largest U.S. import here after toys and watches and clocks,
shipments of which declined slightly to a total of $734 million. Imports of
blank recording media continued their recent rapid growth, more than doubling
in 1986 to $130 million, and imports of games recovered somewhat, also more
than doubling to $67 million. However, they had fallen sharply since 1982,
when they totaled just over $300 million, reflecting the evolution of video
games into home computers and the saturation of the video game market.

India.--The U.S. merchandise trade deficit with India, after declining by
35 percent from a high of $1.0 billion in 1984 to $654 million in 1985,
increased by 19 percent to $775 million in 1986. It accounted for only
0.5 percent of the overall merchandise trade deficit in 1986. The
deteriorating trade picture reflected a decline in exports to India of
7 percent, or $113 million, to $1.5 billion. Imports from there remained
remained relatively unchanged at slightly less than $2.3 billion.

The aggregate data tended to mask significant underlying changes that
have occurred in trade with India in recent years. The most significant
change occurred in petroleum and related products, for which the trade deficit
declined considerably from a peak of $849 million in 1983 to $480 million in
1985 and to $252 million in 1986. This improvement resulted almost entirely
from a decrease in imports from India, a very small supplier accounting for
less than 1 percent of total imports of petroleum and related products.
Another sector where significant change occurred is agriculture, for which a
trade surplus of $454 million as recently as 1983 was replaced by a rapidly
growing deficit that reached $218 million in 1985 and $353 million in 1986.
Two-way trade with India in agricultural products showed divergent trends,
with U.S. exports continuing to decline in 1986, decreasing by another 19
percent from those in 1985 to $81 million, and imports continuing to increase,
rising by 37 percent to $433 million.

The trade deficits with India in petroleum and agriculture were exceeded
by those in minerals and metals ($579 million) and textiles ($554 million)
during 1986. These two sectors surpassed the petroleum sector in 1985 as the
largest import categories and remained so in 1986, when minerals and metals
accounted for 33 percent of the total and textiles, 25 percent, versus
petroleum at 12 percent and agriculture rising to 19 percent. Imports of
minerals and metals in 1986 climbed 21 percent over those in 1985 to
$756 million and imports of textiles rose by 10 percent to $569 million. The
great bulk of minerals and metals from India consisted of cut diamonds
($642 million), and the textiles consisted mostly of cotton goods.

The only sectors to incur a significantly favorable balance of trade with
India in 1986 were machinery and equipment ($648 million) and chemicals ($217
million). However, whereas the trade surplus in machinery rose by 33 percent
over that in 1985, reflecting an increase in U.S. exports of 28 percent to
$§695 million, the surplus in chemicals declined by 54 percent, mostly because
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exports decreased by 50 percent to $292 million. Consequently, machinery
displaced chemicals as the largest export, accounting for 46 percent of total
U.S. exports to India, and chemicals slipped to 19 percent of the total.

Korea.--The U.S. merchandise trade deficit with Korea in 1986 reached a
high of $6.9 billion, up 59 percent, or almost $2.6 billion, from the 1985

. deficit of $4.3 billion and nearly double the 1984 deficit of $3.5 billion.

The deteriorating trade picture resulted from an increase in imports from
Korea, which grew by 27 percent, or $2.7 billion, to §12.7 billion, and
exports there, although reversing the recent downward trend, increased by only
2 percent to $5.8 billion.

Most of the increase in the trade deficit with Korea in 1986 occurred in
machinery and equipment, the deficit for which slightly more than tripled to
$2.5 billion. This nearly equaled the $2.6 billion deficit recorded for
textiles, which historically has had, by far, the largest deficit. Imports of
machinery and equipment, the largest traded product with Korea, accelerated 60
percent over those in 1985 to a record $4.5 billion in 1986, whereas U.S.
exports there declined by 3 percent to just under $2.0 billion. Almost
one-half of the increase in imports was accounted for by shipments of Korean
cars, which began to be sold in the U.S. market during early 1986. Imports of

the cars, which retail in the low end of the market, totaled $788 million
(169,309 units).

Textiles had been the largest import from Korea, but increasingly tighter
U.S. quotas on its shipments have slowed their growth. Imports of Korean
textiles in 1986 rose by 12 percent over those in 1985 to almost $2.9 billion,
which, along with a 43-percent decline in exports to $241 million, resulted in
a 23-percent increase in the textile deficit to nearly $2.6 billion. Almost
90 percent of the imports consisted of apparel, for which Korea and other major
suppliers have been trading up to higher value-added goods to maximize revenues
since the quotas are based on quantity rather than value. In a related
sector, footwear, the deficit widened by 34 percent to $1.5 billion. Imports
of footwear from Korea, the second largest supplier after Taiwan, rose by 35
percent to $1.5 billion. Most of the imports consisted of athletic footwear,
for which Korea is the largest source, supplying slightly more than one-half
of the domestic market. Other sectors incurring trade deficits with Korea in

1986 were miscellaneous manufactures ($1.5 billion) and minerals and metals
($0.7 billion).

The agricultural sector continued to enjoy a trade surplus with Korea in
1986, when the surplus rebounded somewhat, increasing by 4 percent over that
in 1985 to just over $1.0 billion. Exports to Korea, consisting primarily of
cattle hides, soybeans, and yellow corn, partially recovered in 1986, rising
by 9 percent over those in 1985 to $1.2 billion. Other sectors that incurred
significant trade surpluses with Korea in 1986 were chemicals ($562 million) .
and forest products ($366 million).

Mexico.--Among the developing countries, Mexico was the largest trading
partner of the United States in 1986, although total merchandise trade with
Mexico that year declined by 9 percent to $29.1 billion from a high of $32.0
billion in 1985. This reflected decreases of 9 percent each in U.S. imports
and exports to $17.2 billion and $11.9 billion, respectively. Consequently,
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the trade deficit, which peaked at $7.9 billion in 1983, continued to contract
in 1986, when it declined by another 10 percent from that in 1985 to
$5.3 billion.

The improvement in the U.S. trade position with Mexico in 1986 resulted
entirely from a substantial decline in the value of U.S. imports of petroleum
~and related products. Although these imports declined by 53 percent, from a
high of $7.7 billion in 1985 to just under $3.7 billion in 1986, they remained
fairly stable, in terms of quantity, reflecting the decrease in the cost of
crude oil of almost 50 percent to $13.09 a barrel. As a result of the decline
in the value of imports, coupled with the 33-percent decrease in U.S. exports
to $339 million, the trade deficit in these products fell by 54 percent to
$3.3 billion, or about two-thirds of the total deficit with Mexico.

U.S. trade with Mexico in agricultural products had been marked by a
surplus as recently as 1984, when it totaled $310 million. In 1985, however,
a deficit of $117 million was recorded and, in 1986, the deficit had widened
more than tenfold to almost $1.4 billion. U.S. imports increased by 35
percent to a high of $2.4 billion and U.S. exports declined again, decreasing
by 36 percent to $1.1 billion. Another sector in which the U.S. trade balance
shifted from a surplus to a deficit was machinery and equipment, which
remained the largest export and displaced petroleum and related products as
the largest import in 1986. After posting a surplus of $552 million in 1984
and $772 million in 1985, the trade balance in machinery and equipment
amounted to a deficit of just over $500 million in 1986, as imports rose by 20
percent to $6.5 billion and exports fell by 3 percent to $6.0 billion. The
bulk of these exports consisted of motor vehicles, machine tools, and office
machine parts; however, most of these shipments were for assembly there and
subsequent return to the United States. The only other sector to show a
relatively large decline in the U.S. trade balance was minerals and metals,
for which the deficit in 1986 doubled that in 1985 to $825 million. This
resulted from an increase in imports of 21 percent to almost $1.7 billion and
a decline in exports of 14 percent to $826 million.

Taiwan. --The U.S. merchandise trade deficit with Taiwan remained, by far,
the largest among the developing countries in 1986, rising by 22 percent over
that in 1985 to a record $14.7 billion. Taiwan supplanted OPEC as the
fourth largest supplier in 1986, though it ranked far behind the major
suppliers--Japan, the EC, and Canada. Imports from Taiwan continued to expand
in 1986, increasing by 21 percent over those in 1985 to $19.8 billion, and
exports resumed their upward trend, rising by 17 percent to $5.1 billion.

Almost two-thirds of the increase in the deficit with Taiwan during 1986
occurred in machinery and equipment, the largest import and export, and
miscellaneous manufactures, the second largest import. U.S. imports of
machinery and equipment from Taiwan in 1986 rose by 20 percent over those in.
1985 to $6.1 billion, and U.S. exports there increased by a smaller 8 percent
to a high of $1.7 billion, resulting in a 25-percent increase in the deficit
to $4.4 billion. Significant import growth occurred in office machines, color
televisions, telephones, and loudspeakers. Imports of miscellaneous
manufactures climbed 24 percent to $4.2 billion, and exports remained
relatively. small at $0.2 billion, also resulting in a 25-percent increase in
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the deficit to $4.0 billion. Contributing to this deficit were imports of
furniture, luggage, handbags, dolls, and toys.

The remainder of the deficit with Taiwan in 1986 was accounted for by
textiles ($2.9 billion), footwear ($2.2 billion), and minerals and metals
(81.8 billion). Imports of textiles from Taiwan, the second largest single
supplier after Hong Kong, advanced 14 percent in 1986, compared with those in
1985, to slightly more than $3.0 billion. The relative importance of textiles
in the import product mix from Taiwan has been declining during the 1980's,
from 20 percent in 1980 to 15 percent in 1986, partly because of increasingly
tighter U.S. quotas that have slowed the growth of its shipments. Imports of
footwear from Taiwan, the largest supplier with 32 percent of total imports,
rose by 20 percent to nearly $2.2 billion.

The only sectors to enjoy a trade surplus with Taiwan in 1986 were
agriculture ($715 million), chemicals ($120 million), and petroleum and
related products ($97 million). However, the surplus in agriculture, in which
U.S. exports consisted chiefly of soybeans, yellow corn, and cattlehides,
peaked at almost $1.0 billion in 1984. The chemicals sector once again
experienced the largest relative shift in trade, when the surplus in 1986
rebounded somewhat to $120 million from $7 million in 1985, but was still
lower than the 1984 surplus of $244 million. The partial turnaround reflected
the recovery in exports, which rose by 44 percent to almost $1.1 billion, and
imports advanced 29 percent to a high of $945 million.

The Organization of Petroleum Exporting Countries (OPEC).--U.S. trade
with OPEC, unlike that with most other countries, has been declining since
1981, resulting in the smallest deficit with OPEC during the 1980's of
$9.1 billion in 1986. The deficit with OPEC, which had totaled $35.0 billion
in 1980 and $28.5 billion in 1981, fell sharply to approximately $11 billion
annually during 1982-85. The decline in the deficit stemmed from a decrease
in both imports from OPEC, consisting mainly of petroleum and related
products, and exports to OPEC, primarily consisting of manufactured goods.
Imports in 1986 totaled $19.5 billion, down 14 percent from those of 1985 but
down a much greater 60 percent from those in 1981 of almost $50 billion.
Similarly, exports of $10.4 billion in 1986 were down 9 percent from those in
1985, but down nearly 50 percent from the 1981 high of $20.5 billion.

The ongoing decline in trade during 1986 resulted largely from sharply
lower oil prices that, in turn, significantly reduced OPEC's revenue and
purchasing power. Imports from OPEC consisted predominately of petroleum and
related products, although their relative importance has been declining during
the 1980's, decreasing to 82 percent of total imports in 1986 from 96 percent
in 1981. Imports of these products from OPEC in 1986 decreased by 18 percent
from those in 1985 to $16.0 billion, reflecting a decline in oil prices rather
than a decrease in volume. Imports of OPEC crude petroleum, the principal
import from there, actually increased, in terms of quantity, but their average
price decreased almost in half, from $26.44 per barrel in 1985 to $13.93 in
1986. Although OPEC is, by far, the largest foreign source of petroleum and
related products, the single largest supplier of crude petroleum in 1986 was
Mexico, followed by Saudi Arabia and Canada. The largest individual suppliers
for petroleum products were Venezuela, Algeria, and Canada. :
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U.S. exports to OPEC continued to decline in virtually all product
sectors, particularly machinery and equipment. Exports of these products to
OPEC continued to decline in 1986, decreasing by 9 percent from those in 1985
to $5.2 billion. Nevertheless, machinery and equipment remained the largest
export to OPEC, accounting for almost 50 percent of U.S. shipments there in
1986.

Nonmarket economy countries (NME'’s).--The U.S. merchandise trade balance
with NME's worsened sharply in 1986, shifting from a surplus of $1.2 billion
in 1985 to a deficit of $1.6 billion in 1986. This $2.8 billion shift in the
trade balance was due primarily to a decline in U.S. exports to NME's of
28 percent, or $1.9 billion, to $5.1 billion. The U.S.S.R. and China
accounted for nearly all the decline in exports. Imports from the NME's rose
by 15 percent, or $866 million, to $6.6 billion.

The deteriorating trade picture reflected recent trends prevailing in
agriculture, which had been the largest U.S. export up until 1986, and
textiles, the largest U.S. import. The trade surplus in agriculture declined
considerably from $3.4 billion in 1984 to $1.9 billion in 1985 and to
$509 million in 1986, as U.S. exports fell from $3.9 billion in 1984 to
$2.3 billion in 1985 and to $1.0 billion in 1986. The decrease in 1986
resulted largely from a decline of $1.2 billion in exports of yellow corn to
less than $0.4 billion. The trade deficit in textiles climbed from $1.2
billion in 1985 to $2.2 billion in 1986, as imports rose by 51 percent to $2.4
billion and exports fell by 63 percent to $128 million. The second largest
import after textiles was petroleum and related products, which recorded a
deficit in 1986 of just over $1.0 billion, down 30 percent from the deficit in
1985. This decline resulted from a decrease in U.S. imports of 28 percent to
$1.1 billion.

The sector enjoying the largest trade surplus with the NME’s in 1986 was
nmachinery and equipment, the largest export in 1986. The trade surplus, after
more than doubling in 1985 to $1.9 billion, declined by 10 percent in 1986 to
$1.7 billion. The trade was dominated by U.S. exports to NME'’s, which had
doubled in 1985 to $2.1 billion before decreasing by 8 percent to $1.9 billion.

China continued to increase its share of total U.S. trade with NME's in
1986, taking nearly 61 percent of U.S. exports and providing 70 percent of
U.S. imports. Imports from China in 1986 rose by 21 percent over those in
1985 to $4.7 billion, continuing their rapid growth since 1983. By contrast,
U.S. exports to China declined by 19 percent to $3.1 billion. As a result,
the trade balance with China, marked by a surplus of $689 million in 1982,
accelerated from a deficit of less than $75 million in 1983-85 to a deficit of
$1.6 billion in 1986. Imports from China in 1986 increased in most product
categories except petroleum and related products, whereas U.S. exports to
China decreased in all major product categories. The most notable increase in
imports occurred in textiles, shipments of which rose by 56 percent to
$2.2 billion, or almost one-half of the imports from China, making textiles
the single largest import from China and also China'’s largest source of export
earnings. China supplied over 90 percent of all textiles imported from NME's
in 1986. Imports from China in petroleum and related products, which had been
China's largest source of export revenues in recent years, declined by 36
percent in 1986 to $625 million.
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The U.S.S.R., a larger U.S. export market than China in 1984, received
less than half the value exported to China in 1986. Exports to the U.S.S.R.
declined from $3.3 billion in 1984 to $2.4 billion in 1985 and to $1.2 billion
in 1986, mainly as a result of sharp declines in exports of grains--wheat in
1985 and corn in 1986. Imports from the U.S.S.R. are much smaller than those
from China, totaling only $0.6 billion, or 9 percent of total imports from

.NME's in 1986. They consisted largely of metals, chemicals, and petroleum and
related products, with significant growth occurring in imports of gold
bullion, rising from negligible levels in 1985 to $154 million in 1986.
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ANALYSES OF TRADE SHIFTS, BY SECTORS






Agricultural, Animal, and Vegetable Products 1/

The U.S. merchandise trade balance in agricultural, animal, and vegetable
products worsened in 1986, with the U.S. trade surplus declining sharply to
$1.7 billion, compared with a surplus of $5.5 billion in 1985 (table 3,
fig. 1). Total U.S. exports of these products declined by $1.8 billion, or
6 percent, from $30.0 billion in 1985 to $28.2 billion in 1986. At the same
time, U.S. imports increased by $2.0 billion (8 percent), from $24.5 billion
in 1985 to $26.5 billion in 1986.

The decline in U.S. exports of agricultural products was felt mostly by
producers of corn and wheat. U.S. exports of such grains in 1986 totaled
$5.7 billion, representing a decline of $3.2 billion (36 percent) from that in
1985.

The increase in U.S. imports of agricultural products was attributable
primarily to increased demand for shellfish, fresh or frozen fish, and fresh,
chilled, or frozen vegetables. Combined, imports of these products rose by
$845 million from 1985 to 1986, accounting for 42 percent of the overall
increase in the agricultural sector.

U.S. bilateral trade

U.S. trade in agricultural products is carried out with numerous trading
partners throughout the developed and developing world, with only moderate
concentration of trade in particular sources or markets. The single largest
source of U.S. imports of agricultural products in 1986 was the European
Community (EC), which accounted for 18 percent of the total imported value;
the next largest sources were Canada, with 13 percent, and Mexico, with
9 percent. On the export side, the largest market for U.S. agricultural
products was the EC, which accounted for 22 percent of total exported value in
1986; next in size was Japan, with 21 percent; the Organization of Petroleum
Exporting Countries (OPEC), with 7 percent; and Canada with 6 percent. There
were no significant shifts in relative position among the major sources of
U.S. imports or markets for U.S. exports in 1986 compared with those in 1985.

The principal shifts in the U.S. agricultural trade balance from 1985 to
1986 included a $1.2 billion increase in the trade deficit with Mexico, from
$117 million in 1985 to $1.4 billion in 1986; a $1.4 billion decline in the
surplus with the nonmarket economies (NME’s), from $1.9 billion to
$510 million; and a $429 million decline in the surplus with OPEC, from
$1.1 billion to $690 million.

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

Coffee.——The value of U.S. imports of coffee increased from $3.3 billion
in 1985 to $4.5 billion in 1986. The increase was primarily the result of an
unusually long drought in the heart of Brazil's coffee-producing region that
resulted in a 1986 Brazilian crop about one-half of its usual 4-billion-pound
size. This short crop placed upward pressure on green coffee bean prices and
encouraged U.S. processors to increase stocks of quality beans. Other than
Brazil, only a few nations grow the quality beans that were most damaged by
the drought. Green coffee beans made up 94 percent of the value of U.S.
coffee imports in 1986. Brazil is the world's leading coffee bean producer

and exporter, and supplied about 11 percent (by value) of U.S. coffee bean
imports in 1986 compared with 23 percent in 1985.

William A. Lipovsky
724-0097

Malt beverages.—-U.S. imports of malt beverages in 1986 amounted to
274 million gallons, valued at $784 million, representing an increase of
12 percent in quantity and 24 percent in value over that in 1985. An increase
in exports from the Netherlands and Mexico accounted for most of the overall
increase. Trade sources report that the increase was fueled by upwardly
mobile U.S. consumers who prefer certain foreign beers for their taste as well
as the social connotations attached to their consumption.
William A. Lipovsky
724-0097

Oilseeds and animal and vegetable fats and oils.--A rising volume of U.S.
oilseed exports in 1986 offset declining prices, and led to the first
year-to-year increase in the value of U.S. oilseed exports since 1980.
Meanwhile, net U.S. trade in vegetable and animal fats and oils deteriorated
in 1986, with U.S. imports rising and U.S. exports falling. U.S. exports of
oilseeds, consisting mainly of soybeans, rose by 9 percent in 1986 to
$4.5 billion. Exports of soybeans in 1986 rose by 22 percent in volume to
47 billion pounds (786 million bushels), and by 1l percent in value to
$4.3 billion. Lower prices, a weaker U.S. dollar in the key EC and Japanese
markets, and reduced foreign supplies, owing to drought conditions in Brazil
(a key competitor), stimulated foreign sales of U.S. soybeans in 1986. The
export unit value of U.S. soybeans fell by 9 percent to $5.51 per bushel in
1986.

U.S. imports of animal and vegetable oils, fats and greases, reached a
record level of 2.6 billion pounds in 1986, up by 22 percent from the level of
1985, but because of declining prices, the value of these fats and oils
imports fell by 23 percent to about $0.5 billion. 1/ The United States

17 On Jan. 23, 1986, the U.S. International Trade Commission determined in
Certain Castor 0il Products From Brazil, (Investigations Nos. 731-TA-236 and
237 (Final)), that an industry in the United States was not materially injured
or threatened with material injury by reason of imports from Brazil of certain
hydrogenated castor oil which had been found by the Department of Commerce tog
be sold in the United States at less than fair value (LTFV).




imported larger volumes of Malaysian palm oil, Filipino coconut oil, and
Canadian rapeseed oil in 1986 . Abundant foreign supplies of fats and oils
offered in world markets reduced U.S. exports, which declined by 29 percent to
$1.1 billion; the volume of U.S. exports of fats and oils declined slightly to
5.6 billion pounds, despite significantly lower prices.
John Reeder
724-1754

Shellfish.--The U.S. balance of trade in shellfish products deteriorated
by $233 million in 1986 compared with that in 1985 despite an 84-percent
increase in exports between the two years. U.S. imports of shellfish rose by
17 percent, from $2.0 billion in 1985 to $2.4 billion in 1986. The quantity
of such imports rose by 8 percent, from 634 million pounds in 1985 to
684 million pounds in 1986. The greatest absolute increase occurred in
imports of shrimp, the primary shellfish import item (60 percent of the total
value of U.S. shellfish imports in 1986). U.S. shrimp imports rose from
$1.2 billion in 1985 to $1.4 billion in 1986, or by almost 25 percent. The
volume increased by 11 percent, from 42 million pounds to 48 million pounds.
Although increases were registered from traditional sources such as Mexico,
most of the rise was accounted for by sources supplying shrimp produced by
aquaculture. U.S. imports from major shrimp aquaculture sources rose as
follows: Ecuador, up by 67 percent, from $166 million in 1985 to $278 million
in 1986; Taiwan, up by 51 percent, from $76 million to $114 million; and
China, up by 194 percent, from $21 million to $63 million. U.S. shrimp
imports increased to a record level in 1986 despite an increase in U.S. shrimp
landings. A continuing strong U.S. economy was the primary factor leading to
the rise in shrimp imports, as the bulk of shrimp supplies is consumed in
restaurants. The strong demand for shrimp in the U.S. market is indicated by
the average unit value of U.S. shrimp imports that rose by 12 percent, from
$3.20 per pound in 1985 to $3.58 per pound in 1986, despite increasing U.S.
supplies. Another contributing factor to the increase in U.S. shrimp imports
in 1986 was a strong Japanese market (which competes with the U.S. market for
world shrimp supplies) that contributed to higher world shrimp prices and
rising world supplies of shrimp (mainly the result of aquaculture).

In addition to shrimp, significant increases occurred in U.S. imports of
other types of shellfish. Imports of scallops rose from 42 million pounds,
valued at $147 million, in 1985 to 48 million pounds, valued at $193 million,
in 1986, representing an increase of 14 percent in quantity and 31 percent in
value. Declining domestic production combined with strong market demand
contributed to the increase in imports. Increases were also registered in
imports of crabs (up 27 percent), clams (17 percent), lobsters (7 percent),
and oysters (3 percent) by value, in 1986. Again, favorable economic

conditions in 1986 contributed to strong demand for shellfish in the U.S.
market.



U.S. shellfish exports increased markedly, from 62 million pounds, valued
at $141 million, in 1985 to 99 million pounds, valued at $259 million, in
1986, representing a rise of 59 percent in quantity and 84 percent in value.

. The largest rise, in terms of value, occurred in exports of crabs, which rose
from $60 million in 1985 to $116 million in 1986, or by 92 percent. The rise
in exports was largely related to larger U.S. catches of tanner (or snow) crab
combined with higher prices of crabs shipped to Japan, the principal export
market. Significant gains in U.S. exports also occurred for "other" shellfish
(mainly squid), which rose by 194 percent, in terms of value, in 1986, mainly
the result of joint-venture activities; and for shrimp, which rose by
43 percent in 1986, mainly the result of speculation precipitated by a strong
Japanese market.

Doug Newman

724-0087

Grains.--U.S. exports of grains declined from $9.9 billion in 1985 to
$6.4 billion in 1986, or by 36 percent. About 73 percent of the decline in
exports was accounted for by the decline in corn exports; the rest of the
decline was distributed among the various other grains. During crop years
(July 1 to June 30) 1985/86 to 1986/87, world production of wheat and coarse
grains increased by slightly more than 1 percent, and world consumption
increased by less than 3 percent (from 1.26 billion metric tons to
1.29 billion tomns). During these periods, world stocks increased by nearly
30 percent (from 245 million tons to 318 million tons), reflecting continued
worldwide oversupply. During the same period, in terms of quantity, the
United States accounted for about 10 percent of all world wheat and coarse
grain exports, and close to 50 percent of world stocks.

Corn exports declined from 1.7 billion bushels, valued at $5.3 billion,
in 1985 to 1.1 billion bushels, valued at $2.7 billion, in 1986, representing
a decline of 38 percent, in terms of quantity, and 49 percent, in terms of
value. The United States accounted for about 50 percent of all world exports
of corn during crop years 1985/86 to 1986/87, down from 70 percent in 1981.
World corn production has exceeded world consumption, as reflected in world
stocks: 61.5 million tons in 1985/86 and 123.3 million tons in 1986/87.
During this period, the United States accounted for 63 percent and 83 percent
of world stocks of corn, respectively.

Between 1985 and 1986, U.S. wheat exports dropped by only 1 percent, in
terms of quantity, but by 16 percent, in terms of value, from $3.6 billion to
$3 billion. This sharp drop in value reflects the world oversupply
condition. Countries are marketing feed wheat, or denaturing wheat, to serve
the feed market. This not only depresses wheat values but also depresses feed
grain values.

John Pierre-Benoist
724-0074



Pistachios.--During 1986, U.S. imports of pistachios amounted to
18 million pounds, valued at $19 million, representing a 36-percent decline in
quantity and a 49-percent decline in value from the 29 million pounds, valued
at $37 million, imported in 1985. Pistachio imports declined because of
* antidumping duties 1/ and countervailing duties being imposed on imports from
Iran, and significantly higher domestic production of pistachios that reduced
the demand for imported pistachios. Imports from Iran declined from
27 million pounds, valued at $35 million, in 1985 to 11 million pounds, valued
at $11 million, in 1986.
Steve Burket
724-0088

Vegetables, fresh, chilled, or frozen.--U.S. imports of fresh, chilled,
or frozen vegetables amounted to 2.9 billion pounds, valued at $812 million,
in 1986, up by 7 percent in quantity (24 percent in value) from 2.8 billion
pounds, valued at $652 million, in 1985. The bulk of the increase in imports
(in terms of value) was related to the imposition of an export tax on tomato
shipments from Mexico, historically the most important supplier for U.S. fresh
vegetable imports, and to increased demand in the U.S. market, causing a rise
in U.S. prices.

Tim McCarty
724-1753

Furskins.--U.S. imports of furskins decreased from $205 million in 1985
to $169 million in 1986. Mink furskins, which accounted for 49 percent of the
value of U.S. furskin imports in 1986, decreased from 3.7 million pieces,
valued at $110 million, in 1985 to 3.0 million pieces, valued at $84 million,
in 1986. The weakening of the value of the dollar against the currencies of
the exporting countries and the large carryover of stocks from the previous
year have contributed to the decline in imports of mink furskins.

Rose M. Steller
724-2862

Fish.--The U.S. trade deficit in fisheries products increased by
$197 million, or by 18 percent, in 1986 over that in 1985. Total exports were
valued at $1.05 billion, up by 18 percent over those in 1985, and imports were
valued at $2.30 billion, up by 19 percent over those in 1985. The resulting
trade deficit in 1986 was $1.25 billion, compared with $1.05 billion in 1985.

1/ On July 8, 1986, the U.S. International Trade Commission issued its final
determination in In-shell Pistachio Nuts From Iran (Investigation No.
731-TA-287). The Commission determined that an industry in the United States
was threatened with material injury by reason of imports of pistachio nuts
from Iran that are being sold at less than fair value.



10

The principal cause of the higher trade deficit was increased demand for
imported fresh or frozen fish, which increased by $334 million, or 22 percent,
from $1.54 billion in 1985 to $1.87 billion in 1986. The most significant
factors explaining this increase include increased imports of groundfish from
Canada and salmon from Norway, both of which increased in response to
increased production in those countries and a strong U.S. market, which, is
increasingly served by foreign suppliers because domestic supplies are at or
near maximum levels. The increased imports of fresh or frozen fish was only
partially offset by gains in exports of fresh or frozen salmon, particularly
those to Japan, and canned salmon, mostly those to the United Kingdom. The
Japanese and European markets are attractive since the declining dollar has
lowered the average prices paid by Japanese consumers for fresh or frozen fish
and by European consumers for canned salmon. The market in Europe is a
traditionally strong market for U.S. exporters that suffered a temporary
decline in 1985 after several years of increased sales.

Roger L. Corey, Jr.
724-1759

10
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Forest Products 1/

The U.S. balance of trade in the forest products sector showed a deficit
of $5.6 billion for 1986 compared with one of $5.7 billion in 1985 (table 6,
fig. 2). U.S. imports of these products totaled $13.7 billion 2/ in 1985,
rising by about 7 percent to more than $14.7 billion in 1986. U.S. exports
totaled $8.0 billion 3/ in 1985, increasing to $9.0 billion in 1986.
Contributing to the decreased deficit in 1986 was an across-the-board increase
in the U.S. exports of lumber and paper. U.S. exports of all forest products
increased slightly more than imports of these products in 1986, resulting in
‘the narrowing deficit.

U.S. bilateral trade

U.S. trade in forest products involves a large number of market and
supplier countries, but the great bulk of trade involves only a handful of
countries. The leading U.S. export markets and major export product areas
are Japan (receiving 23 percent of U.S. forest products exports in
1986)--logs, woodpulp, wood chips, industrial paperboard, and lumber; EC
(21 percent)--chemical woodpulp, various printed material, lumber, and

softwood plywood; and Canada (17 percent)--periodicals, miscellaneous books,
newspapers, lumber, and book paper.

In 1986, Canada supplied 69 percent of U.S. forest products imports,
chiefly newsprint, lumber, woodpulp, fine papers (including book and printing
paper and wallpaper). Other leading sources in 1986 included the EC
(supplying 8 percent of such imports)--primarily miscellaneous books and
various printed material--and Taiwan (supplying 4 percent)--hardwood plywoods
and miscellaneous articles of wood.

U.S. exports of forest products to Japan increased by 22 percent, from
$1.7 billion in 1985 to $2.1 billion in 1986. The United States is
continually exploring avenues for improving U.S. access to Japanese markets
for forest products. Canada is a major U.S. competitor in the Japanese market
because of a weak Canadian dollar, but in 1986, this advantage was offset by

Canadian labor disputes, allowing a greater U.S. penetration into the Japanese
market.

U.S. imports of forest products from Canada increased from $9.7 billion
in 1985 to $10.1 billion in 1986, or by 4 percent. The increase was related
to U.S. housing starts that rose by 6 percent to 1.8 million starts during
1986. Strong demand for lumber, plywood, and building boards used in
construction, coupled with an increase in the purchasing power of the U.S.
dollar in Canada, was responsible for much of the increase in imports.
Imports of most other forest products from Canada also increased in 1986.
U.S. imports of forest products from most large source countries increased
during 1986, as the result of strong demand in the United States.

1/ Included here are commodities classified in schedule 2 of the Tariff
Schedules of the United States.

2/ Customs value, f.o.b., foreign port of export 31
3/ Value f.a.s., U.S. port of export.
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Commodity analyses

Wood and wood products 1/.--U.S. imports of wood and wood products rose
by 5 percent, and exports rose by 13 percent from 1985 to 1986. Imports rose
from $5.1 billion in 1985 to $5.4 billion in 1986, whereas, exports rose from
$2.7 billion to $3.0 billion.

U.S. imports of lumber, flooring, and siding rose by 2 percent,
increasing from $3.07 billion in 1985 to $3.13 billion in 1986; imports of
other finished wood products (including plywood and building boards) increased
from $1.7 billion to $1.9 billion. This rise in imports resulted from the
continued strong demand for building materials, as U.S. housing starts
increased from 1.7 million units in 1985 to 1.8 million units in 1986.

As indicated earlier, the value of U.S. exports of wood and wood products
increased substantially from 1985 to 1986. The unit value of such exports
also increased from about $349 per thousand board feet in 1985 to $375 per
thousand board feet in 1986. In 1986, Japan remained our most important
market for wood and wood products, accounting for $1.3 billion, or 42 percent
of U.S. exports.

C.B. Stahmer
724-0091

Pulp, paper, and printed material 2/.--During 1986, the United States
posted a trade deficit of $3.3 billion in pulp, paper, and printed material,
the same as that in 1985. Increased U.S. exports and a small increase in
U.S. imports caused the deficit to remain unchanged. U.S. exports increased
by 13 percent, from $5.3 billion in 1985 to $6.0 billion in 1986. U.S.
exports to Canada, which is the largest U.S. export market for pulp, paper,
and printed material declined by 3 percent, from $1.2 billion in 1985 to
$1.1 billion in 1986. U.S. imports of such articles increased by 9 percent,
from $8.6 billion in 1985 to $9.3 billion in 1986. U.S. imports from Canada,
which account for about 68 percent of all U.S. imports, increased almost
S percent to $6.3 billion. The import product areas experiencing considerable
increases during 1986 include packaging material (industrial paperboard and
boxes) and printed material. Increased production in many U.S. industries
and increased consumer spending accounted for a rise in demand for packaging
materials and printed material.

U.S. imports of industrial paperboard increased by 38 percent to reach
$81 million during 1986. The large increase resulted from increased demand
for foreign-produced kraft linerboard used in the manufacture of packaging
(boxes). The increased imports were primarily supplied by Canada, which
accounted for about 70 percent of U.S. industrial paperboard imports in 1986.

1/ Wood and wood products are included in pts. 1, 2, and 3 of schedule 2 of
the Tariff Schedules of the United States.
2/ Pulp, paper, and printed material are included in pts. 4 and 5 of

schedule 2 of the Tariff Schedules of the United States. 34
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U.S. imports of boxes increased from 58 million pounds, valued at
$65 million, in 1985 to 69 million pounds, valued at $79 million, in 1986.
The increase is primarily attributed to increased domestic demand for
packaging material.

U.S. imports of all printed material (pt. 5, schedule 2) increased about
26 percent, from $1.1 billion in 1985 to $1.4 billion in 1986. Canada
supplied about 30 percent of these imports in 1986. The items contributing to
the increase were primarily books and magazines.

The product areas .accounting for much of the U.S. export increases during
the period included wood pulp, waste paper, kraft linerboard, and newsprint.
Exports of wood pulp increased from 3.9 million tons, valued at $1.4 billion,
in 1985 to 4.6 million tons, valued at $1.7 billion, in 1986. Japan and West
Germany were the largest markets for this product, accounting for about
21 percent and 13 percent, respectively, by value, of U.S. wood pulp exports.
In contrast, exports of waste paper decreased from 5.0 million short tons in
1985 to 4.2 million short tons 1n 1986.

U.S. exports of kraft linerboard, the second leading U.S. forest product
export commodity behind wood pulp, increased from 3.6 billion pounds, valued
at $485 million, in 1985, to 4.4 billion pounds, valued at $641 million, in
1986. The United Kingdom, Japan, Hong Kong, and China together accounted for
one-third of U.S. linerboard exports in 1986.

U.S. exports of newsprint increased by 25 percent, from 314,000 short
tons in 1985 to 392,000 short tons in 1986. The value of newsprint exports
increased by 48 percent, from $131 million in 1985 to $195 million in 1986.
Japan was the leading market for newsprint, accounting for about 63 percent of
U.S. exports in 1985 and 1986.

C.B. Stahmer
724-0091
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Textiles, Apparel, and Footwear Sector 1/

U.S. trade in textiles (including fibers) and apparel continued to
reflect trends prevailing since at least 1980, with the deficit increasing by
25 percent, from $14.6 billion in 1985 to a high of $18.2 billion in 1986
(table 9, fig. 3). Imports increased by another 15 percent to a record
$23.2 billion, whereas exports declined by another 10 percent to just under
$5.0 billion, the lowest level so far during the 1980's.

Almost three-fourths of the import increase in 1986 was generated by
growth in apparel imports, which increased by 15 percent to $17.2 billion.
Imports of textile mill products also increased, rising by 16 percent to
$6.1 billion. Most of the export decline occurred in raw cotton, exports of
which declined by 53 percent, or $860 million, compared with those in 1985,
dropping to $773 million in 1986. By contrast, exports of broadwoven fabrics
increased by 20 percent, or $123 million, to $731 million, largely reflecting
an increase in exports of denim primarily to Europe. Apparel exports
increased by 22 percent, or $156 million, to $879 million. This growth was
primarily attributable to increased shipments of apparel parts to Mexico and
Caribbean Basin countries for assembly and reimportation into the United
States as finished garments.

An important part of the increase in imports in recent years has been in
apparel of ramie, linen, and silk, which had not been subject to regulation
under the Multifiber Arrangement (MFA) since its inception in 1974. However,
when the MFA was extended in August 1986 for a third time, for 5 more years
through July 1991, its product coverage was broadened to include not only
cotton, wool, and manmade-fiber products, but also products of silk blends,
ramie, linen, and other miscellaneous vegetable fibers. However, the protocol
extending the MFA stipulates that restraints will not be applied to
historically traded textiles of these fibers, such as jute bags, sacks, and
carpet backing.

U.S. bilateral trade

Hong Kong remained the largest supplier of textiles and apparel to the
United States in 1986, with shipments totaling $3.6 billion, representing an
increase of 3 percent over those in 1985. The European Community (EC) and
Taiwan were the next largest suppliers at $3.0 billion each, followed by the
Republic of Korea (Korea) with $2.9 billion and China with $2.2 billion.
These five suppliers together accounted for 63 percent of U.S. textile and
apparel imports. The leading suppliers of textile products were Taiwan,
Japan, and China and the major apparel sources continued to be Hong Kong,
Taiwan, and Korea (the "Big Three").

1/ Footwear is discussed at the end of this section. TIncluded here are the
commodities classified in the following portions of the Tariff Schedules of
the United States: Schedule 3 (textile fibers and textile products), and pts.
1(A), 1(B), 12(C (pt.)), 12(D (pt.)), and 13(B) of schedule 7 (specified
products; miscellaneous and nonenumerated products). 43
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The largest U.S. export market for textiles and apparel continues to be
the EC, whose share of total exports averaged 22 percent in 1986 compared with
18 percent in 1985. Exports to the EC in 1986 increased by 12 percent over
those in 1985, rising to $1.1 billion with nearly 60 percent of the increase
attributable to an increase in cotton denim exports. The only other major
export market to show an increase in 1986 was Mexico, exports to which
increased by 17 percent to $421 million. It is estimated that slightly less
than one-half of the exports to Mexico consisted of cut apparel parts that
were assembled there and reentered into the United States as finished
garments. Exports to other relatively large, traditional markets continued to
decline in 1986, with shipments to Canada down 10 percent to $607 million;
Japan, down 18 percent to $429 million; and Korea, down 43 percent to
$241 million. In 1986, the United States had a trade deficit with all its
major trading partners except Canada, and the trade surplus with Canada
declined by 55 percent, or $148 million, compared with that in 1985, dropping
to $122 million in 1986.

The trade balance for textiles and apparel was highlighted by the
following changes in trade patterns during 1986:

(1) The trade deficit with the Big Three increased by 14 percent, or
$1.1 billion, from that in 1985 to $9.1 billion in 1986. Imports from the Big
Three rose by 9 percent to $9.5 billion, or 41 percent of total imports of
textiles and apparel.

(2) The trade deficit with China increased by 81 percent, or $0.9 billion,
to $2.1 billion, primarily because of a 56-percent increase in imports to
$2.2 billion, or 9 percent of total imports.

(3) The trade deficit with the EC rose by 15 percent to $1.9 billion, as
imports increased by 14 percent to $3.0 billion and exports rose by 12 percent
to $1.1 billion.

Commodity analyses

Fibers and Textiles. 1/--Imports of fibers and textile mill products
(including textile furnishings) during 1986 increased by almost $800 million
over those in 1985 to $6.0 billion. Exports continued to decline from
$4.8 billion to $4.2 billion. The trade balance for fibers and textile mill
products continued to worsen, shifting from a trade surplus in 1984 of
$870 million to trade deficits of $414 million in 1985 and $1.2 billion in
1986.

Because of the decline in raw cotton exports, the trade surplus for raw
cotton declined significantly from $1.6 billion in 1985 to $773 million in
1986. U.S. exports of manmade fibers also declined from $640 million to
$606 million, or by 5 percent. At the same time, imports of manmade fibers

1/ The U.S. International Trade Commission held statutory investigations in 46
1986 on salmon gill fish netting of manmade fibers from Japan (No. 751-TA-11)
and on certain silica filament fabrics from Japan (No. 731-TA-355).
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increased by 20 percent with a resultant decline in the trade surplus for
manmade fibers from $441 million to $366 million. U.S. imports of broadwoven
fabrics increased by 14 percent, from $2.1 billion in 1985 to $2.4 billion in
1986; exports also increased from $608 million to $731 million, largely
reflecting the increased sales of denim fabrics to the EC.

Raw cotton.--U.S. exports of raw cotton during 1986 amounted to
3.0 million bales, or 1.4 billion pounds, valued at $773 million. These
exports were 40 percent and 53 percent, respectively, below the 5.0 million
bales, valued at $1.6 billion, exported during 1985. Exports to the
traditional largest markets of Japan, Korea, and Taiwan declined by a combined
1 million bales, or $416 million; however, the share of total exports to these
three markets improved slightly from 54 percent in 1985 to 57 percent in
1986. The global supply of cotton during the 1985/86 marketing year of
122 million bales was 48 million bales, or 64 percent above world consumption.
The U.S. Department of Agriculture (USDA) loan program caused U.S. cotton to
be priced as much as 18 cents per pound above the world price during the first
half of 1986. As a result, U.S. cotton was unable to compete in the glutted
world market. A new USDA cotton-pricing program became effective August 1,
1986. This allowed U.S. cotton to be sold at prices comparable with the world
price. As a result of the changes in the USDA program, the average unit value
of U.S. cotton exports declined from $0.71 per pound in the first half of 1986
to $0.46 in the second half. Cotton exports during the second half of 1986
were 2.1 million bales, or 71 percent of the annual total; the value of these
exports, $472 million, was 61 percent of the annual total.

Mary Elizabeth Sweet-Enfield
523-0394

Broadwoven fabrics of manmade fibers. 1/--Imports of manmade-fiber broad-
woven fabrics in 1986 totaled $927 million, representing an increase of
$157 million over the $770 million imported in 1985. Imports reached
930 million square yards, by quantity, up 135 million square yards from those
in 1985. By far the major supplier of these fabrics was Japan, which shipped
302 million square yards, valued at $354 million, to account for 38 percent of
total imports, by value. Korea remained the second major supplier with 19
percent of imports, by value, in 1986. Imports from Korea increased from

1/ Oon Oct. 27, 1986, the Commission instituted an investigation entitled
Certain Silica Filament Fabric From Japan (investigation No. 731-TA-355
(Preliminary)), USITC Publication 1922, December 1986, following receipt of a
petition filed on behalf of the two U.S. producers manufacturing the fabric.
The Commission determined on Dec. 3, 1986, that there is a reasonable
indication that a U.S. industry is materially injured, or threatened with
material injury, by reason of imports of commercial grade silica filament
(glass) fabric from Japan that are allegedly sold at less than fair value
(i.e., dumping). The fabric, classified for tariff purposes as a
manmade-fiber fabric, is a woven textile composed of numerous fine, discrete
silica strands and possesses properties that make it useful in industrial
applications such as insulation and heat resistance.
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$145 million in 1985 to $173 million in 1986, or by 19 percent. However,
imports from Korea in 1986 declined in volume to 133 million square yards from
147 million square yards in 1985.

U.S. exports of manmade-fiber broadwoven fabrics totaled $404 million in
1986, up by 5 percent from $384 million in 1985. By volume, however, exports
declined by 3 percent to 229 million square yards. Mexico and Canada remained
the major foreign markets, accounting for 19 percent and 17 percent,
respectively, of the total value of U.S. exports in 1986.

Claire McDermott
* 523-0365

Broadwoven fabrics of cotton.--Imports of cotton broadwoven fabrics in
1986 increased by 17 percent to a record $988 million from $845 million in
1985. Exports of cotton broadwoven fabrics rose for the second consecutive
year, increasing by $93 million, or 49 percent, to $283 million.
Nevertheless, the trade deficit in these fabrics increased from $655 million
in 1985 to $705 million in 1986.

More than one-third of the increase in imports came from Japan and China,
although imports from a number of other countries also increased
significantly. Imports from Japan have increased substantially each year
since 1980, and in 1986, they were valued at $162 million, up from
$143 million in 1985. The increased imports from Japan in 1986 consisted
largely of poplin or broadcloth and sheeting fabrics. Imports of a single
fabric--printcloth--accounted for one-half of the $142 million total imports
of cotton fabrics from China in 1986. China supplied a larger quantity of
printcloth in 1986 than all other countries combined, despite an embargo in
late 1986 when it filled its quota for printcloth. Overall, sheeting fabrics
had the largest total increase in imports and all 10 of the leading suppliers
of this fabric increased their shipments to the United States in 1986.

An increase of 86 percent in U.S. exports of denim, from $75 million to
$140 million, accounted for most of the increase in exports of cotton fabrics.
The increased shipments of denim and other fabrics went mainly to the EC, but
exports to Canada and Mexico declined. Exports of cotton fabrics also
increased to the Dominican Republic and Jamaica, which have been expanding
their production for export to the United States of garments assembled with
U.S.-made fabrics.

Joseph L. Williams
523-5702

Miscellaneous textile articles.--Imports of miscellaneous textile
articles increased by 34 percent, from $468 million in 1985 to $626 million in
1986. The increase can be attributed primarily to an increase in shipments
from Taiwan, Mexico, China, Japan, Korea, and Macao, the major foreign sources
that accounted for more than three-fourths of the imports in 1986. In terms
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of products, most of the increased imports consisted of artificial flowers,
inked ribbons, ornamented lace or net articles, laparotomy sponges, and
disposable medical products. The largest share of the increase was accounted
for by Mexico, which rose from the fifth to the second largest supplier of
these items.

Lee Cook
523-0348

Apparel.--U.S. trade in apparel, which accounted for almost 75 percent of
total imports in the textile and apparel sector, continued to deteriorate in
1986, with the deficit rising by 15 percent compared with the deficit a year
earlier, rising to $16.3 billion. Imports increased by 15 percent, or
$2.3 billion, to $17.2 billion, following a 1l2-percent increase during 1985.
Exports increased for the first time in 5 years, rising by 22 percent to
$879 million. However, most of the growth in exports and slightly more than
one-half of the exports themselves consisted of U.S.-fabricated garment parts
that are assembled mostly in Mexico and the Caribbean Basin into finished
garments and returned for sale in the U.S. market.

Imports from the Big Three in 1986 rose by 8 percent over those in 1985
to $8.4 billion. Although the Big Three continued to be the dominant
suppliers, their share of total imports continued to decline, accounting for
49 percent of the trade in 1986, down from 52 percent in 1985. Their relative
importance will most likely continue to decline during the remainder of the
1980's, particularly as a result of the new bilateral trade agreements signed
in 1986 that limit the growth in their shipments of cotton, wool, and
manmade-fiber products to an average of 1 percent or less annually and, for
the first time, restrict their shipments of apparel of silk blends, linen, and
ramie.

Imports from China, the fourth largest supplier, accounted for 30 percent
of the increase in apparel imports, rising by a substantial 68 percent to
$1.7 billion. Most of the increase came in sweaters and knit shirts. 1In
addition, a significant portion of the increase came in apparel of silk,
linen, and ramie, some of which were brought under restraint for the first
time during the second half of 1986.

Currency exchange rates reportedly played an important role in several
trade shifts. Imports from the EC, which increased by 94 percent in 1984 and
34 percent in 1985, rose by a much lower 16 percent in 1986 to almost
$1.7 billion, partly as a result of the decline in the dollar relative to the
currencies of EC countries, especially Italy, the fifth largest single
supplier that accounted for one-half of total EC shipments. Imports from
Japan continued to decrease in 1986, declining by 5 percent to $452 million,
partly because of the decline in the value of the dollar against the yen.

Imports from the Caribbean Basin continued to increase significantly
during 1986, rising by 27 percent over those in 1985 to $790 million.
Slightly more than 80 percent of the imports from the Caribbean consisted of
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garments assembled with U.S.-fabricated components. These imports will most
likely continue to grow as U.S. manufacturers continue their efforts to remain
competitive in the domestic market by sending cut garment parts to
low-labor-cost Caribbean countries for the labor-intensive sewing operations.
In addition, the Administration implemented a new "special access program" for
Caribbean-produced apparel in 1986, in which eligible Caribbean countries will
be permitted greater access to the U.S. market for their products assembled
with fabric that has been both made and cut in the United States.

To further control the growth in apparel imports, the United States in
1986 issued almost 100 "calls" or requests for consultations with foreign
suppliers, leading to the establishment of quotas on individual apparel
categories from a wide range of countries. 1In addition to the new agreements
signed with the Big Three, agreements were concluded with several smaller
suppliers. During 1986, 72 percent of the apparel imports were covered by
restraints.

Overall product areas showing the largest import increase during 1986
included women's blouses, up by $661 million to $2.9 billion; sweaters, up by
$369 million to $2.5 billion; skirts, up by $255 million to $601 million;
dresses, up by $137 million to $664 million; and men's trousers, up by
$169 million to $1.1 billion. Trade also shifted to several much smaller
import product areas, such as scarves, robes, nightwear, neckwear, and
underwear, which, for the most part, had not been as restricted by quotas as
trade in the large product categories.

Peggy J. MacKnight
523-5585

Sweaters.--U.S. imports of sweaters, after increasing about 30 percent
annually, in terms of quantity, in 1984-85, rose only by 10 percent in 1986 to
29.5 million dozen. 1In terms of value, imports in 1986 increased by
17 percent, or $369 million, to nearly $3 billion. This growth, coupled with
little or no change in the level of U.S. producers' sweater shipments during
the past 3 years, resulted in imports' share of the domestic market reaching
an estimated 72 percent in quantity, the highest of any major apparel product.
Approximately 71 percent of the imports in 1986 were covered by restraints.

A substantial part of the recent growth in imports occurred in sweaters
of previously uncontrolled fibers, namely silk and miscellaneous vegetable
fibers. Imports of these sweaters in 1986 increased by 27 percent over those
in 1985 to 11.7 million dozen ($922 million), surpassing manmade-fiber
sweaters as the largest sweater category, in terms of value. Virtually all
the imports of silk and miscellaneous vegetable-fiber sweaters were supplied
by the Big Three and China, which rapidly expanded their shipments in recent
years as a result of tight quotas on their cotton, wool, and manmade-fiber
sweaters. However, sweaters and other textile products of silk blends and
miscellaneous vegetable fibers became subject to regulation in August 1986
when they were added to the product coverage of the MFA.
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Two-thirds of the imports in 1986 came from the Big Three, whose
shipments showed divergent trends. Korea emerged as the largest supplier in
1986, when its shipments continued to rise rapidly, increasing by 22 percent
over those in 1985 to nearly 8.1 million dozen ($554 million). By contrast,
shipments from Hong Kong, after increasing rapidly in recent years, decreased
by 8 percent to 6.8 million dozen ($673 million). Shipments from Taiwan also
decreased in 1986, declining by 3 percent to 5.0 million dozen ($437 million).
Preliminary data indicate that the Big Three will most likely fill their
quotas for cotton, wool, and manmade-fiber sweaters and a substantial part of
their quotas for silk and miscellaneous vegetable-fiber sweaters.

Imports of sweaters from China experienced by far the greatest growth in
1986, increasing by 91 percent to 3.3 million dozen ($292 million), making
China the fourth largest supplier. An appreciable part of this increase
occurred in imports of silk and miscellaneous vegetable-fiber sweaters, which
climbed 160 percent to 2.1 million dozen ($181 million). Consequently, the
United States established a quota on these sweaters in August 1986. As of
January 31, 1987, China filled 73 percent of this quota, which is in effect
for the 12-month period ending August 28, 1987. In addition, China filled its
1986 quotas for sweaters of cotton, wool, and manmade fibers and its shipments
were consequently embargoed during the second half of 1986 until January 1,
1987.

Imports of sweaters from Italy, the fifth largest supplier, after
accelerating in 1984 and 1985, declined by 7 percent in 1986 to 1.1 million
dozen ($184 million). 1Italy's sweaters, which are not subject to quota,
ranked among the highest priced imported sweaters at $160 per dozen, compared
with an average of $86 for all imports. The decrease in imports from Italy is
at least partially attributable to the decline of the dollar against the
lira, which made Italian imports more costly.

Judith Bryant
523-1744

Women's shirts and blouses.--U.S. imports of women's shirts (including
blouses) in 1986 increased by 24 percent over those in 1985 to 63 million
dozen. In terms of value, they rose by 30 percent, or $661 million, to
$2.9 billion. This followed an increase of 18 percent or $300 million during
1985. The Big Three remained the major suppliers in 1986, accounting for a
combined 47 percent of the total value of imports, valued at almost
$1.4 billion, representing an increase of 19 percent over those in 1985. 1In
terms of quantity, however, imports from the Big Three rose by only 7 percent
to 23.3 million dozen, or 37 percent of the total. Imports from China, the
fourth largest supplier, increased even more substantially, nearly doubling in
quantity to 5.1 million dozen, valued at $241 million. 1In addition, there
were large increases from several much smaller suppliers such as Bangladesh,
Italy, Indonesia, India, and Singapore.
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The import growth during 1986 partly reflected the growing popularity of
women's and girls' knitwear, particularly sweaters, sweatshirts, and other
fleece tops. 1In addition, tight import quotas on sweaters from the major
foreign suppliers encouraged importers to shift into other knitwear.
Reflecting these conditions, imports of knit shirts and sweatshirts
experienced the largest increase, rising by 63 percent to $1.4 billion, with
virtually all of the increase coming in cotton and manmade-fiber garments. 1In
contrast, shirts of woven fabrics increased by only 8 percent to $1.5 billion.

Imports of women's shirts from 24 countries were subject to quotas, as of
December 1986. Not all of the quotas were filled, however. About 84 percent
of the imports of cotton, wool, and manmade-fiber shirts were subject to
restraint during 1986. In addition, during 1986, shirts of silk blends,
ramie, or linen from the Big Three were subject to import restraints for the
first time.

Peggy J. MacKnight
523-5585

Skirts and dresses.--The significant growth in U.S. imports of skirts and
dresses continued in 1986, when skirt imports increased by 56 percent to
6.9 million dozen ($601 million) and dress imports rose by 17 percent to
5.4 million dozen ($664 million). 1Increases in imports of skirts occurred in
all fiber categories, including the quota-controlled cotton, wool, and
manmade- fiber categories and the previously uncontrolled miscellaneous fiber
category, namely silk and vegetable fibers. Imports of manmade-fiber skirts
increased by 78 percent to 2.7 million dozen ($203 million); cotton skirts, 28
percent to 3.1 million dozen ($229 million); and wool skirts, S8 percent to
0.7 million dozen ($119 million). Skirts of the miscellaneous fibers rose
from negligible levels in 1985 to 396,000 dozen ($50 million). Approximately
71 percent of total skirt imports in 1986 were covered by restraints.

Significant increases occurred in imports of skirts from a number of
countries, particularly China and Malaysia. Imports from China, the third
largest supplier, increased by 221 percent to 864,000 dozen ($62 million).
Imports from China were significantly lower in cost than those from most other
suppliers, valued at $72 per dozen versus almost $89 for those from all other
sources in 1986. China filled its quotas for cotton, wool, and manmade-fiber
skirts and, consequently, its shipments were embargoed until January 1, 1987,
for cotton skirts and July 24 and October 26, 1987, for the wool and
manmade-fiber skirts, respectively.

Malaysia only recently entered the U.S. market for skirts and its
shipments have expanded rapidly. Imports from Malaysia increased by almost
sixteenfold to 303,000 dozen ($19 million). 1Its skirts ranked among the
lowest cost imports in 1986, when they decreased by almost $30 a dozen to $61
a dozen in 1986. To control the growth in these imports, the United States
during 1986 established a quota on Malaysia's cotton skirts, which accounted
for about one-half of its shipments.
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Imports of skirts from the Big Three in 1986 increased by 16 percent over
those in 1985 to 2.1 million dozen ($219 million). They accounted for 31
percent of the quantity and 36 percent of the value of total imports in 1986.
The skirts from Hong Kong and Korea ranked among the higher priced garments at
$120 per dozen, compared with those costing $87 overall. Hong Kong filled its
‘quotas for cotton, wool, and manmade-fiber skirts and the great bulk of its
quota for the previously uncontrolled-fiber skirts in 1986. Taiwan filled all
but a small part of its quotas for cotton and manmade-fiber skirts and 70
percent of its quota for wool skirts. Korea filled nearly all of its quotas
for cotton, wool, and manmade-fiber skirts.

With respect to dresses, imports from China experienced the greatest
growth, increasing by 80 percent over those in 1985 to 764,000 dozen
($79 million), displacing Hong Kong as the leading supplier, in terms of
quantity. China filled all or almost all its quotas for manmade-fiber and
wool dresses and 72 percent of its quota for cotton dresses. Imports of
dresses from Hong Kong increased by 10 percent to 750,000 dozen ($165 million).
Hong Kong filled at least 90 percent of its quotas for manmade-fiber, wool,
and cotton dresses, and 22 percent of its quota for silk blend and
vegetable-fiber dresses. By contrast, imports from Korea declined by 2
percent to 427,000 dozen ($99 million) and those from Taiwan declined by 14
percent to 397,000 dozen ($66 million). Nevertheless, Korea filled its quota
for manmade-fiber dresses and for silk blend and miscellaneous vegetable-fiber
dresses and filled 87 percent of its quotas for wool and cotton dresses.
Taiwan filled all but a small part of its quotas for cotton and manmade-fiber
dresses, and 64 percent of its quota for wool dresses. Approximately 75
percent of total dress imports in 1986 were covered by restraints.

Judith Bryant
523-1744

Footwear.--The U.S. trade deficit in footwear in 1986 expanded by 13
percent, or by $752 million, over that of 1985 to a record $6.5 billion (table
10, fig. 4). Imports and exports both advanced during the period, with
imports increasing by 13 percent to $6.7 billion and exports rising by 12
percent to $223 million.

Slightly more than 90 percent of the total value of footwear imports in
1986 consisted of nonrubber footwear, imports of which have grown by an ’
average of 20 percent annually since 1981. Imports of nonrubber footwear in
1986 reached an all-time high of 941 million pairs, valued at $6.2 billion,
representing an increase of 12 percent over the previous year's record. The
increase in imports, coupled with a decline in U.S. nonrubber footwear
production of 12 percent to 234 million pairs, resulted in imports' market
share reaching a new high of 81 percent, in terms of quantity, and 64 percent,
in terms of value. This was up from 77 and 59 percent, respectively, in 1985.

Most of the increased imports during 1986 came from Taiwan and Korea, the

major suppliers, together accounting for 65 percent of the total quantity of
nonrubber footwear imports. Imports from Taiwan in 1986 increased by 17

.53



54

*330dxe jo ja0d °S°'n ‘eontea ‘'s‘e°3j uo paseq 9ae sanTeA j30dxa {anTeA SwWO3SN) UO Paseq aJe senTeA jaoduy /T

0Z8°T15° 9~ P STV 09L S ¢ €0T°650°S- : 18301
oTe 129~ T EEET LS ¢ EvT 605 : Jey3o 11V
€S2 91— i OEL'vS- T 681IEY- : BUTYD
880°VyI1- ! 161001~ i 692°68- : SARN
802 : 9Tl : 296°¢E : 03d0
TS9°T91'z- t 696°008°1- ! 910°¥1S‘1- : - -uemyel
8y 69~ t0bl'99- i 918'29- : 09TX8KH
68€°10G 1~ : 290°911°1- : SL6°T1S6- : e2a0).
TEL OV ¢ G£0°SS- : 9Z1'ey- : eTpul
£€86°801- ¢ 109°G6- : 009°9L- : Suo) SuoH
vSLSve— : 619°206~ : 620'8.8- : 112824
69S°Zv0°1- i ETL*6€0°T- : 600,16~ : (o1) 03
00v‘SZ t 696°91 P eve‘et : uedep
00S°1€- EC TV o A : oze‘ze- : peue)

H : H :3dueTeq 8peIy} IsTpuBYdILW °‘S°M
€SV SEL’9 T 196°856°S : GES‘9VZ‘S : Te301
S¥0"169 T 960 8€9 T 090°¢LS : asy3o 1TV
882°9L t198°'vS :TIvziey : BUTYD
6SE°ST1 V2 138 () 4 : vve‘68 : SIRR
891°¢ t 962°1 T o9ve't : 0340
§99°v91°e : 0vS‘208°1 : 69Z°S1S‘1 : uemtEl
SSY‘vot t L0zzot : 0SE‘T6 : 0 IXOR
61€°S0S‘T : SI8‘8IT‘1 : ¥8€°956 : ea30)
61V EY t 08S°9S : G68°SY : eYpul
9€6° 111 ¢ 0E0°L6 HIK 4 2 8K :7 : Suoy SuoH
vE1'LY8 i €28°€06- ¢ 889°8.8 : 112zeag
S10°Z60°1 T 9zT'ELO‘T : ZET'9V6 : (o1) o3
121'€1 P LIS'61 :ISL'9T : uedep
1SLey : 866°EY : 892wy : peued

: : 5 :uoyjdwnsuod 303 sjaodur ‘s°n
z€9°z2C i STIS‘861 : TEV'LBT : 1e3j0l
SEL'69 T eeL 99 T [18°¢9 : asyzo 11V
ve ¢ OE1 14 : 'BUTYD
oLzt ¥ 6S9'T iSt 3 SARR
9lE'E : TIv'S 3 602°S : 0340
£10°C P ows't : sve't : uemyel
900°S€E : L10°9€ T £€S°62 : 02 TX8R
066°¢€ T gsL‘e : 60V'Y : eaa0)
989°C toevs't 891 : eYpUL
€56°2 HNCY{ AR 4 T34 : 8uo)y Suoy
6LE°T LI £ 4 3 4 : 659 : 112839
SYv 6y EE 4 £ 3 X I % 4 8 Y 4 : (o1) o3
zesise t 98v°9¢ : £60°6€ : uedef
szt i z9ziot s 8v6° Tl : epeusn

: : : ;9sTpuByIIGW JTISOWOP 3JOo s3a0dxe -S°n

9861 : (1134 : v861 : we3l

‘adueteq apeay

(83€{1op 3JO spuesnoyy Ul)

/T 9861 Pu® ‘G861 °‘v861 °‘sdnoad £ajunod pue sajajunod pajydetes £q
asypueysasu pue ‘uoridunsuod 303 sjdoduy ‘DSTPUBYIIGW ITISAWOP JO §3I0dX® "S- :IeIMF003--"QT °Tqel

54



55

8881 b1 1) < -1} €881

‘esJewwo] Jo juewjdodeq SN U} 4O B0 3w 1039 [©}10 (440 wody pe| |jdwe] ..UL.I%W
soueleq epesy 'stn [

RN ——————

®juodxe ‘g°n [ 7 7]

88l 1981
b — i._ _» | | 908 "L—
. 98S "s—
]
-80S S
eea L
. wIBTTSE
: : 2881 NJIY) (881 ‘wiaceAd osSTTTTD
Aq ‘edup |oq epDJ] ¥ | PUDUDJeW PpUD “uo| jdunsucs Joy

sjJdodw; ‘em|pucusJasuw D jsewop Jo midodxe ‘g°'n + IOBMJOC Jmm "y ©ING | 4



56

percent over those in 1985 to 437 million pairs and those from Korea rose by
33 percent to 182 million pairs. Shipments from the third largest source,
Brazil, have shown little or no growth in the past 2 years, after increasing
rapidly during the early 1980's. They remained unchanged at 113 million pairs
in 1986, reportedly reflecting both leather shortages there and increasing
costs. Imports from Italy, the fourth largest supplier, decreased by 13
percent to 65 million pairs and those from Spain, the fifth largest supplier,
fell by 14 percent to 34 million pairs. The decline in the value of the
dollar reportedly contributed to the decrease in imports from the European
countries. The growth in low-priced imports from China slowed somewhat in
1986, when China's shipments rose by 29 percent to 27 million pairs, following
an increase of 64 percent in 1985. Imports of relatively high-priced shoes
from Portugal increased considerably again in 1986, rising by 55 percent to
2.5 million pairs.

U.S. imports of rubber footwear in 1986 amounted to 127 million pairs,
valued at $272 million, representing an increase of 11 percent over those in
1985. Almost 80 percent of the imports consisted of footwear with fabric
uppers and rubber or plastic soles, including sneakers, joggers, and certain
casual shoes and slippers. The major suppliers of fabric-upper rubber
footwear were China and Mexico, whose shipments consisted mostly of low-valued
fabric shoes and slippers. Shipments from China accelerated by 56 percent and
those from Mexico increased by 24 percent to 24 million pairs each
($26 million and $31 million, respectively). Imports from Korea, the major
supplier, in terms of value, increased by 9 percent to 19 million pairs
($70 million), and those from Taiwan, the second leading source, fell by 2
percent to 21 million pairs ($57 million).

J. Gail Burns
523-0200
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Energy and Chemicals 1/

The U.S. trade deficit in chemicals, coal, petroleum, natural gas, and
related products decreased to $24.5 billion in 1986 from $39.3 billion in 1985
(tables 13 and 14, figs. 5 and 6). U.S. imports of these products in 1986
decreased to $57.5 billion from $73.1 billion in 1985, representing a decline
of 21 percent. U.S. exports decreased slightly to $32.9 billion in 1986
compared with $33.9 billion in 1985.

The greatest change in imports was a decrease of 32 percent in the value
of imports of petroleum, natural gas, and related products, valued at
$36 billion in 1986, compared with $53 billion in 1985. Imports of crude
petroleum decreased from $33 billion in 1985 to $23 billion in 1986. U.S.
imports. of petroleum products decreased by 31 percent in 1986 to $11 billion
compared with $16 billion in 1985. Other significant changes included a
28-percent decrease in imports of natural gas and related products, from
$4 billion in 1985 to $3 billion in 1986. The value of imports of aliphatic
hydrocarbons (petrochemical feedstocks derived from natural gas) decreased by
55 percent, and primary benzenoid hydrocarbons (petrochemical feedstocks
derived from crude petroleum) decreased by 23 percent, both as a direct result
of declining crude petroleum prices. U.S. imports of fertilizers and
fertilizer materials decreased by $170 million, or by 12 percent, in 1986
compared with 1985, and imports of fabricated rubber and plastics products
increased by 28 percent to $2.3 billion.

U.S. exports of chemicals, coal, petroleum, natural gas, and related
products decreased by only $1 billion, to $32.9 billion in 1986 compared with
1985. Exports of petroleum products decreased most significantly in 1986 to
$2.8 billion, or by 28 percent, compared with 1985. Fertilizer exports
decreased 27 percent to $1.9 billion in 1986 compared with 1985.

The positive trade balance for chemicals (not including coal, petroleunm,
natural gas, and related products) increased from $4.2 billion in 1985 to
$4.4 billion in 1986. The positive trade for chemicals, coal, and related
products (not including petroleum, natural gas, and related products)
decreased by 3 percent, compared with that in 1985, to $8.8 billion in 1986
(table 13, fig. 5).

The trade deficit for petroleum, natural gas, and related products
decreased to $33.3 billion in 1986 from $48.4 billion in 1985, or by 31
percent (table 14, fig. 6). Imports decreased to $36.4 billion, or by 31
percent, and exports decreased to $3.1 billion, or by 30 percent.

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), pt. 1 (J(pt.)) of schedule 5 (Nonmetallic minerals and products),
and pts. 12(A), 12(B), 12(C), and 12(D(pt.)) of schedule 7 (Specified
products; miscellaneous and nonenumerated products). '

67



68

*330dx® jo 330d ‘S°'n ‘SnfeA "S°B'J UO pPIseq 9Je SaNTEA JI0dXd !ONTEA SWO3ISN) UO PIseq e sanyeA jJoduy /T

.

9€6°69L°8 P ZT6°101°6 P LL6°169°01 : 18301
90%°092°2 B Z M YAk © 782°66L°2 : 39430 11V
958°CLT : 98L'TSE 144K 14 : BUTYD
81€°6c8¢E : 018°‘SEY ¢ v08°L0S : SARN
Tvs‘108 : 981'96L : ¥20°8E6 : 03d0
S06°611 tOTLEL toIvzieve ettt —————————— -uBMTE]L
€94'866 P E11'eLo‘l : 128°96¢ : CEY2 ]
€0V °29S i ovee‘vey ¢ ¥€0°S2S : BaJ0)
%02°‘L12 P69V TLY T 628°2L¢E : e1pul
v55°8S¢ T €89°CET L1 7 23 ¢4 : Suoy Buoy
9EV  €TL P 05T Z0E : vOL°VEE : 112838
vZ0*'L91'T t 600°%L1'1 : 68S°T1€E°T : (o1) 23
€v0°S0T‘1 i o8zTYoL’T ¢ 659°6S0°C : ueder
r{ 4 Y] t 098°1L2 t 689°0LS : epeus)

: ’ : : iaduejeq apeay} Isypueydasw ‘s°n
v€6°1v0°12 t 61v*962°02 tBIELvE 6L : 18301
606 €LS'E P ¥68 SIS € T V8STEITTE : aay3o 11V
008‘€81 T ogge Ll : 091°691 : BUTYD
9ZvTES t G0L‘8LS : 992°82S : S3IHN
299‘6LY : 900°99¢% ¢ TEST19S : 0340
88Z2'Sv6 P 656°TEL :108°L19 : ----uemiel
110°16S ¢ EOv 199 P EIS V69 : 09 TXaR
L Ly t 80€‘LLE ¢ gvo‘oze : 8230}
88y L ¢ 101°801 T T9v9L : eIpul
06¥°90Z t 206'181 : 896°SLT : --8uo) Suoy
v61°y0Y t 666°99¢G ¢ TEE*9TS : 11zeag
172 & X4 4 :190°0v8‘9 toIeLS1E'9 : (o1) o3
9vL‘S0L‘T ) YRR 1T A 4 P 9Ly‘v90°‘T : uedep
v18°(86'€ : 66L°C00°'% :186°CT6T'Y : epeue)

: : : :uotjdunsuod 303 sjaodur ‘S°n
T8°118°62 : IVE‘B6E°6T : 962°6£0°0€ : Te3jol
91t vEB' G T6ESTLZL'S T 9988909 i-- aayjo 11V
159°9GY ¢ Iv0‘ves : 98€°vS9 : 'uTyd
yeLLT16 : SIS LT0T : TL0°9€0°T : SARN
€0Z°182°1 P E6eT'T9T 1 i LGS 66Y°T : 0340
-¥61°G690°T t 9zglove t 6v0°298 : uemtel
SLL*68S‘T P9IsveL L IR 2440 (1 A0 ¢ : OdIXOR
871°086 t €0L°108 t 6L0°CYy8 : 3303
269°162 ¢ TLs‘6Ls o { 1A 117 : BIpuUL
SY0°S9Y P 98GYIY 1 y18°06€ : 3uo) 3uoy
0£9°121°'1 : 60L°898 : 1£0°198 : T112ea3d
102‘062‘8 i LL0°v10°8 ¢ OTEEC UYL : (o1) 03
68L°016°¢E : SY6°896°€ tOGETWILY : uedep
9v1°8S0°‘Y : 6S9'wLT'Y S OLL9'EIL Y : epeus)

: : : $95TpUBYdIBW DTISdWOP jJo S3aodxe ‘SN

9861 : S861 : ¥861 : w331

(S3e{{op JO SpuEesnoyy ul)

/T 9861 Pue ‘G861 ‘v861 ‘Sdnoad £ajunod pue sa133UNOD pajdetes £q ‘sduefeq apeay
mmaocw:ouwe pue ‘uotjdunsuod 303 sjdodwy ‘ISTPueYydIBW D73S8WOP JO 5330dx8 °S°M :539npoad pejEIAI pue STEITWIYI--'€] STqBL

68



69

*330dx@ jo j30d °S°N ‘SNYEA °S8°B°J UO pIseq dJB SenjeA jJa0dxe

L08'E0E‘EE~

T

tontea swoyIsn) uo peseq o3e sanjea jaoduwl Vit

18301

(S3€TT0p 3o spuesnoqy ul)

T eTLL9E 8y S TTY9V8 SS— :
6187°66¢ v- T IELE9T 9- T EV8 S¥C 6- ¢ asyjo 11V
T11°819- : 018°'8L6- t €90°909- : BUTYD
001°1€0°1~ : 650°89¥°1- s (8e'6LT 1~ : SARN
S¥9°S96°S1- t 00L°GZY 61~ T rzotoce'ee- : 0340
YoV L6 t 1eL'se : 9TIZ*911 : ——————— fmemmeem—e——-———-_UBATBL
v68°SEE €~ i gE6‘0LT L~ t OEE‘LYY L~ : 09 TXOR
988°1¢ t 6vZ TSt T TeTevt : ®8.30)
veo'ese- i 9zT08Y- i Lv8‘8z8- : epul
9Zv‘92 : 189°'SE t 19629 : : Suox Suoy
v00'89¢- T SOLTLY- PoBLLTUL- 8 Tizeag
2€6°186°2~ t GLO'EE9 y- t 8L6°€68°S— : (o1) 22
656°28S : 80€‘cI8 i SBL V6L : uedep
290°808°S- t 959°8L1°6- :oLL'eze's- : peued
H H : i9dueteq epeay esypusydasuw °‘s°'n
T8 12V  9E P YT 6£8°TS : 9£5°600°09 : , 18303
(1Teve'S T 96v L9L'L T 1197005 01 : asyjo 11V
911'629 : 1v6°086 P 629°909 : 3 'UTYD
66L°880°T1 R TR A ) (A ¢ t ¥E0°20E‘1 : ——- SARN
812°610°91 tLEL 86V 61 :EV6 6VE‘ET : - 0340
[{788 4 ¢ 16G°01 ! €SO‘1Y : ueste]
909°vL9'¢E V8 vLLL :6T8°0LL L : 0 TXSR
159°L€ 1 186°GL <1 : e230)
659°292 t EO1°90S t 16L°6€8 : elpul
60 Lo 99z : Suoy Suoy
oz1°sLe t 90L°L89 t SE0°‘9TL : - 11263
€ov'sze’e 2 8¥0°Y9T‘S LLT'EYY 9 : (o1) 23
€65°vE t9v6e‘zt vt : uedep
8vE‘8YE’ 9 t 19v°‘vZ8‘s t 9EL°0£0°6 : . peus)
: : : :uoyjdunsuod 303 sjaodut. °s'n
¥90‘8TL‘€E P 660°TLY'Y tOEST E9T'Y : Te30l
B6E°EV6 T 86°€05' 1 TEEeT VST 1 : Jsy3o IV
v00°( L (% & 4 i 41 : BUTYD
669°LS :zie'sy t 99T : SARR
€L0°YS :9£0°'€L : GIE‘6TIT : 0340
9v1°'601 : 6EE°9E 2 692°¢(ST : uem1Bl
-T1L'8EE i S16°€0S i 68v°EZE 3 031X8H
8£5°69 1> Ak 44 t 950°8YI : woa0)
sg9‘ot T 1L8*se :yv6°0t : e1pul
9E¥ ‘92 i 689°SE :Iv9oL : Suox Suoy
SI1‘!L 2 000°91 : 162'¢ : T1z8ad
TLvieve ¢ €L6°0ES i 861°6YS : (o1) o3
TSS°L19 I [T AL +4} t €£€6°208 : ueder
c8Z°0¥%S : ¥08°'Sv9 t 996°00¢ : BPBUEBY '
H : : :asTpUBYdIBW DT3sawWOp JO s3dodxa ‘s
9861 : S861 : v861 : wa31

/T 9861 Pue ‘G861 ‘v861 ‘Sdnoal £33unod pue S9TIFUNOD POIIV[es Aq ‘©duE(eq @pel] ISTPuBYII3W pue

‘uorjdwnsuod 303 sjzoduy ‘@sypueydasw JIT3S3WOP jJo sjaodxa ‘S°n :S53IdNpoad paje(sa pue ‘sed Teanjeu ‘unatoajed--‘y¢l1 37qel

69



70

S
~

reDJdewwo] 4o juswidedeg S°M BU3 4O BD|1W|IDIP DD} 40 wWods pe] jdwo] 1esanos

Seusied seesi s [

s3jJodw) °g°n

=

cidedxs ‘s’ Z 77
o881 sS85 +881 s8681 29061 1881
| | . | 1 e
-282 "2
L~
288 "+ )
| - 7 2
e ] e
: A ] 1
|~ e L~
] = N
“ “ “ “ -eee 12
1 ] ] |~ e
L~ L~ L] L L]
s e L~ 7 ]
ZH ZH” N~
1 [~ L~ -1 |-ese’92
y - A \
20T "Ss
‘ , SIBTTSE
9881 NJIY] 1981 “PupeA Aq ‘eouc |og BpOJ)] B | pUDUDJIBW PUD OsTTTTD

‘s'n

‘uc | jdunIucs Joy IJJodw| eI | PUDUDJBW D | JFOWOP JO 33 Jodxe

tCuwne joujed jdesxe) wisnpoud pejoi®u pus B|ED|WEUJ——"'g BINB, 4



71

‘enaewwe) 4o juswisoded S TY} SO SO IF|IPIF [P D330 woay pe|jdue]d

oDUD [P BpOI] ‘SN
sj3J0dw; °*s°'n
sjJodxe °‘g°n

9881 ses! +881 co8i . 2981 1881
1 | 1 | | 1

I
==
==

20e “98—

-299 ‘09—

|-900 “gs—~

- ol
—
MWWIRU -
—
—
—
e
—
—
—
a—
—_—

- 220 “299

09881 NJIU] 1881 ‘wupeA Aq “eoup |oq BPO4] OF | PUDUD JOW
pue ‘uo|jdunsues Joy4 sjJodw| ‘e |pucUDJBW D | jFeBWOpP jo
®jJodxe ‘go°'n imjonpodd pejojes puc ‘SO |DUNIOU TWNS |0JIIOJ-="g ®JINT| 4

1 en anog



72
U.S. bilateral trade

The principal U.S. trading partner in energy and chemicals is the group
of countries comprising the Organization of Petroleum Exporting Countries
(OPEC). Imports of crude petroleum followed by imports of heavy and light
fuel oils are the major products traded with OPEC. In 1986, the U.S. trade
deficit with OPEC in energy and chemicals decreased by 18 percent to
$15.2 billion. U.S. imports from OPEC decreased from $19.9 billion in 1985 to
$16.5 billion in 1986, whereas exports remained relatively stable at
$1.3 billion. Canada was the second largest trading partner for energy and
chemicals. The U.S. trade deficit with Canada in 1986 decreased to
$5.7 billion from $8.9 billion in 1985, representing a decline of 36 percent.
U.S. imports of these products from Canada decreased to $10.3 billion in 1986
from $13.8 billion in 1985, whereas U.S. exports decreased from $4.9 billion
in 1985 to $4.6 billion in 1986. The third largest trading partner for these
products was the European Community (EC). During 1986, the U.S. trade deficit
with the EC for energy and chemicals decreased by 49 percent to $1.8 billion
compared with $3.5 billion in 1985. Imports from the EC in 1986 were valued
at $10.4 billion, whereas U.S. exports to the EC were valued at $8.6 billion.

Commodity analyses

Crude petroleum.--U.S. imports of crude petroleum increased from 1.3
billion barrels in 1985 to 1.6 billion barrels in 1986. Although the quantity
increased slightly, the value decreased by 30 percent, from $33 billion in
1985 to $23 billion in 1986, as a result of the dramatic drop in the world
price of crude petroleum during 1986. The per barrel cost of imported crude
petroleum decreased from $26.20 to $13.91. Mexico remained the principal
supplier of U.S. imports of crude petroleum. Saudi Arabia moved from being
the eighth major supplier of crude petroleum to second by increasing exports
to the United States from 49 million barrels, priced at $26.61 per barrel, in
1985 to 227 million barrels, priced at $13.04 per barrel, in 1986. As a
result of lower prices, imports accounted for 34 percent of the volume of U.S.
consumption of crude petroleum in 1986, compared with 28 percent in 1985.

U.S. exports of crude petroleum are restricted, and Canada remained the
only U.S. export market, as part of a commercial exchange agreement between
U.S. and Canadian refiners. U.S. exports declined from 7.5 million barrels in
1985 to 6 million barrels in 1986. The value of U.S. crude petroleum exports,
per barrel, decreased from $29.98 to $19.40.

Cynthia B. Foreso
523-1230

Petroleum products.--The value of U.S. imports of petroleum products
decreased from $15.8 billion in 1985 to $10.8 billion in 1986 as a result of
the plummeting price of crude petroleum in 1986. The average per barrel
value, of fuel oils fell from $26.27 in 1985 to $15.02 in 1986; motor fuels,
from $31.21 to $19.14; jet fuels, from $31.87 to $19.44; naphtha, from $29.32
to $17.64; and kerosene, from $33.53 to $19.09. The major sources of U.S.
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imports of petroleum products in 1986 were Venezeula, Algeria, and Canada.
Mexico, which had been the fourth major source of U.S. imports of petroleum
products in 1985, dropped to ninth in 1986. Mexico depends heavily on
revenues generated from its export of crude petroleum to repay its debts and
therefore concentrated on the production of crude petroleum for export and
produced less refined product. Also, some imports of Mexican gasoline do not
‘meet the U.S. requirements for octane and lead content necessary to be
imported as a motor fuel; as a result, Mexican exports of gasoline to the
United States declined.

The value of U.S. exports of petroleum products fell from $3.9 billion in
1985 to $2.8 billion in 1986. As in the case of U.S. imports, falling crude
petroleum prices in 1986 led to decreased values for exports of downstream
refined petroleum products. The principal markets for U.S. exports of
petroleum products in 1986 were Canada, Mexico, and Japan.

Cynthia B. Foreso
523-1230

Miscellaneous nonbenzenoid organic chemicals.--Total imports of
miscellaneous nonbenzenoid organic chemicals grew 1.3 percent, in terms of
quantity, from 6.5 billion pounds, valued at $1.8 billion, in 1985 to 6.6
billion pounds, valued at §$1.9 billion, in the corresponding period of 1986.
Far larger in quantity were exports which, increased from 9.6 billion pounds,
valued at $3.3 billlion, in 1985 to 9.6 billion pounds, valued at $3.3 billion
in the corresponding period of 1986, a rise of 10 percent by quantity.

One of the larger significant changes in trade of miscellaneous
nonbenzenoid organic chemicals was exports of methanol, which amounted to 220
billion pounds, valued at $12.3 million in 1986. This represents a threefold
increase, by quantity, from the level of 53 million pounds, valued at $4.6
million in 1985. Methanol is exported principally to the Netherlands and
Brazil in increased quantities as a result of lower costs of production and
the resultant domestic pricing advantage.

David G. Michels
523-0293

Benzenoid intermediate chemicals.--U.S. imports of benzenoid intermediate
chemicals decreased in quantity by 49 percent in 1986 to 2.1 billion pounds,
valued at $1.0 billion from 4.2 billion pounds, valued at $1.2 billion in 1985.
Imports of certain sulfur-containing benzenoid organic compounds accounted for
the major portion of this decrease, declining by about $233 million, or 51
percent, to $226 million in 1986 compared with 1985. The greatest change, by
value, for a trading partner for these organo-sulfur compounds during 1986 was
a decrease of $45 million in imports of these products from Brazil.

U.S. exports of all benzenoid organic chemicals increased during 1985-86
to a quantity of 4.9 billion pounds, valued at $1.8 billion, or an increase of
11 percent in quantity and 3 percent in value. The principal markets for such
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exports in 1986, by value, were Canada (13 percent), Taiwan (12 percent),
Japan (11 percent), The Republic of Korea (10 percent), and the Netherlands (7
percent). Exports of cyclohexane, cumene, terephthalic acid dimethyl ester,
and toluene diisocyanate accounted chiefly for the increase in total exports
of benzenoid chemicals.

The U.S. balance of trade in benzenoid organic chemicals increased to a
surplus of $724 million in 1986, or by 49 percent, compared with a surplus of
$486 million in 1985 for these chemicals. 1In 1986, the largest trade deficit
for these products was with West Germany ($173 million).

Ed Matusik
523-0492

Certain fatty substances.--Imports of certain substances in Schedule 4,
part 13 increased by 11.2 percent, from $525 million in 1985 to $584 million
in 1986. U.S. imports of fatty substances increased from 87.5 million pounds,
valued at $42.3 million, in 1985 to 138 million pounds, valued at $52.2 million
in 1986, an increase of 58 percent in quantity and 24 percent in value.
Imports of fatty acids increased from 58.4 million pounds, valued at
$25.3 million, in 1985 to 83.8 million pounds, valued at $24.8 million, in
1986, a 43 percent increase in quantity and a 2-percent decrease in value.
Imports of oleic acid increased from 3.5 million pounds valued at $1 million
in 1985 to 14 million pounds, valued at $2.5 million, in.1986, an increase of
300 percent in quantity and 150 percent in value. Imports of stearic acid
increased from 2.7 million pounds, valued at $900,000, in 1985 to 5.1 million
pounds, valued at $1.0 million, in 1986, an 89-percent increase in quantity
and an ll-percent increase in value. Imports of tall oil derived fatty acids
increased from 1.6 million pounds, wvalued at $600,000, in 1985 to 3.5 million
pounds, valued at $1.1 million, in 1986, a 119-percent increase in quantity
and an 83 percent increase in value. Imports of fatty substances other than
fatty acids increased from 29.2 million pounds, valued at $17 million, in 1985
to 54.2 million pounds, valued at $27.5 million, in 1986, an 86-percent
increase in quantity imported and a 62-percent increase in value of imports.
Imports of chars and carbons increased from 29.9 million pounds, valued at $18
million, in 1985 to 37.7 million pounds, valued at $26.8 million, in 1986, a
26-percent increase in quantity and a 49-percent increase in value of imports.

Major gainers, as import suppliers in percentage terms, were developing
countries, particularly Malaysia, the Philippines, the People’s Republic of
China, and Brazil, all of which have been aggressively developing oilseed
industries--palm, palm kernel, and coconut in the case of Malaysia and the
Philippines and soybeans in the case of China and Brazil--with associated
downstream chemical processing industries. Vegetable-oil-based operations in
developing countries are challenging animal-fat-based domestic production and
imports from such traditional suppliers such as West Germany, the Netherlands,
and Canada. Vegetable-oil-based production lends itself to easier production
of higher quality products, so the imports have been well received by
industrial consumers. As suggested by the much smaller percentage rise in
value than in quantity imported, the new production in developing countries
has put pressure on prices, with a 22-percent fall in unit value of
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fatty-substance imports in 1985 and 1986. The chars and carbons are activated
carbon made from coconut shells--a by product of the oil-recovery process--a
higher quality source than those available domestically.

Rob Randall
523-1145

Glue, gelatin, and related products.--This industry produces more than
800 million pounds of products per year, ranging from animal byproducts,
valued as low as 5 to 10 cents per pound, to refined gelatin (derived from
these byproducts), with unit values approaching $4 per pound or more.

U.S. imports of these products were 55 million pounds in 1986, unchanged
from the previous year. However, because of changes in product mix, the value
of imports--$86 million--increased 34 percent in 1986.

U.S. exports of glue, gelatin, and related products were 65 million
pounds in 1986, up 67 percent from the 39 million pounds exported in 1985.
The value of U.S. exports in 1986, $66 million, was 28 percent greater than
that in 1985. '

Almost all of these changes were in trade in gluestock, the name given to
the hides, skins, bones, and other animal byproducts that serve as raw
materials for glue and gelatin. Only a few years ago, U.S. exports of
gluestock were negligible, whereas imports were 10 percent of consumption.
But, by 1986, imports of gluestock had almost disappeared, and exports had
increased many fold. These changes are shown in the following tabulation (in
millions of dollars):

1981 1985 1986
1

U.S. exports----- 0
0

.9
U.S. imports----- 10.6

4.6 8.8
1.0 0.3
Some of the increase in exports in 1986 was due to the lower value of the
dollar, and some to more efficient practices at meatpacking plants and

tanneries. Some hides, skins, and bones that once went into fertilizers,

landfill, and waste have been diverted to the glue and gelatin market.

A. Jonnard
523-0387

Propylene.--U.S. exports of propylene increased from 196 million pounds,
valued at $30 million, in 1985 to 265 million pounds, valued at $33 million,
in 1986. This 35-percent increase in exports was due to increased demand in
Western Europe.

Jim Raftery
523-0453
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Mixed xylenes.--U.S. imports of mixed xylenes increased from 108 million
gallons, valued at $124 million, in 1985 to 140 million gallons, valued at
$129 million, in 1986. This 30-percent increase in imports was attributed to
increased domestic demand for xylene derivatives as well as increased exports
of derivatives to Japan and Taiwan.

Jim Raftery
523-0453

Tractor tires.--U.S. imports of tractor tires increased from 578,000
tires, valued at $22 million, in 1985 to 752,000 tires, valued at $24 million,
in 1986. This 30 percent increase in import quantity came from Taiwan. The
lower price of imported tires is the main reason for increased imports.

Jim Raftery
523-0453

Natural gas.--The value of U.S. trade in natural gas and its products,
both imports and exports, declined from 1985 to 1986. Imports declined by 28
percent, from $4.1 billion in 1985 to $3.0 billion in 1986. Exports fell by
37 percent, from $447 million in 1985 to $280 million in 1986. The major
reason for these declines in the value of traded natural gas was the sharp
decline in its price along with that of all other related energy materials.

The unit value of natural gas imports, which steadily increased since
1982, declined by 21 percent during 1985-86, falling from an average of $3.32
per thousand cubic feet in 1985 to $2.55 per thousand cubic feet in 1986. The
average unit value of natural gas imports in December 1986 was $1.92 per
thousand cubic feet. Imports of major natural gas components also declined
significantly in value during 1985-86; the average unit value of ethane fell
from $10.89 to $8.72 per barrel equivalent, butane declined from $22.00 to
$15.00 per barrel equivalent, and propane declined from $15.57 to $10.82 per
barrel equivalent.

Average annual unit values for natural gas exports declined from $4.59
per thousand cubic feet to $3.49 per thousand cubic feet; the average unit
value of exports in December 1986 fell to $2.69 per thousand cubic feet.

Eric Land
523-0491

Fertilizers.--The value of U.S. imports and exports of fertilizers
decreased appreciably during 1986 as compared with 1985. U.S. fertilizer
import value declined by 12 percent from $1.4 billion in 1985 to $1.2 billion
in 1986, while fertilizer import quantity rose 6 percent, from 16 million
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short tons in 1985 to 17 million short tons in 1986. U.S. fertilizer export
value 1/ decreased by 27 percent, from $2.7 billion in 1985 to $1.9 billion in
1986. :

U.S. consumption of fertilizers is dependent upon many factors, such as
crop exports, price of farm land, and general health of the U.S. agricultural
‘'sector. U.S. exports of major crops have fallen, acreage has been set aside,
prices of farm land are down, and the overall farm economy continues to
experience financial difficulty. During such difficult agricultural periods,
one method of cost reduction is to decrease certain fertilizer usage. For
example, potassic fertilizers may be retained in the soil for 2 to 3 years
after application, therefore, use may be temporarily suspended. However, in
the long run full spectrum fertilizer use must be resumed to maintain crop
quality and quantity.

Nitrogenous fertilizers are virtually all derived from hydrocarbon
feedstocks, through ammonia. Therefore, crude petroleum and natural gas
availability and pricing are very important to nitrogenous fertilizer
production. U.S. nitrogenous fertilizer import quantity increased by 16
percent, from 6.5 million short tons in 1985 to 7.5 million short tons in
1986. Corresponding nitrogenous fertilizer import value decreased by 10
percent, from $798 million in 1985 to $714 million in 1986. The imbalance
between nitrogenous fertilizer import quantity increase and value decrease is
primarily attributed to nitrogenous fertilizer imports from the U.S.S.R.,
Romania, and East Germany. 2/

There is currently a world oversupply of potash. The U.S.S.R. and Canada
together account for approximately 65 percent of the world installed potassium
chloride production capacity. The United States accounted for approximately &
percent of the world installed potassium chloride production capacity.

1/ Effective July 1985, statistics on U.S. exports of fertilizers became
aggregated under a single export classification. Therefore, export data
detail beyond aggregate value information is no longer available for
comparison.

2/ In July 1986, the Commission, at the request of the Ad Hoc Committee of
Domestic Nitrogen Producers, instituted antidumping investigations involving
imports of urea from the German Democratic Republic (East Germany), Romania,
and the Union of Soviet Socialist Republics (U.S.S.R.), allegedly being sold
at less than fair value (LTFV) [investigations Nos. 731-TA-338 through 340
(preliminary)]. 1In September 1986, the Commission determined that there was a
reasonable indication that an industry in the United States is materially
injured by reason of the allegedly LTFV imports of urea from East Germany,
Romania, and the U.S.S.R. In January 1987, the Commission instituted final
investigations under the provisions of the Tariff Act of 1930 to determine
whether an industry in the United States is materially injured, or is
threatened with material injury, or the establishment of an industry in the
United States is materially retarded, by reason of such imports of urea into
the United States. The Commission is scheduled to make a final determination
in those cases late in the week of June 21, 1987.
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U.S. imports of potassic fertilizers 1/ dropped by 23 percent, from 8.2
million short tons, valued at $486 million, in 1985 to 7.6 million short toms,
valued at $374 million, in 1986. The poor health of the U.S. agricultural
sector, a primary consumer of fertilizers, is partially responsible for this
decline. A decrease in unit value of U.S. potassic fertilizer imports from
Canada, Israel, East Germany, and West Germany was also a factor.

Cynthia Trainor
523-1255

Chemical elements.--The value of U.S. imports of chemical elements
decreased by $49 million from 1985 to 1986. This decrease represents an 18
percent drop from $278 million in 1985 to $229 million in 1986 and is almost
exclusively attributable to a decline in sulfur imports. The value of exports
of chemical elements remains virtually unchanged, from $293 million in 1985 to
$292 million in 1986.

There is currently a tight world supply of sulfur. Canada, the world’s
foremost sulfur exporting country, is selling sulfur from inventories
stockpiled in the late 1970's to supply about 35 percent of the world export
market. U.S. demand for sulfur is currently down, partly as a result of the
depressed U.S. phosphatic fertilizer industry, which constitutes a major
portion of U.S. sulfur consumption.

Nearly two-thirds of annual world sulfur production is as a byproduct of
petroleum refining or natural gas processing. The United States was a net
sulfur exporter in 1986 for the first time since 1975.

U.S. imports of sulfur fell from 2.3 million long tons, valued at
$198 million, in 1985 to 1.4 million long tons, valued at $142 million, in
1986. This decrease represents a 28-percent drop in sulfur import value from
1985 to 1986. This decline is almost entirely attributable to a decrease in
sulfur imports from Canada from 1.3 million long tons, valued at $110 million,
in 1985 to 596,000 long tons, valued at $50 million, in 1986, or a 54-percent
decrease in Canadian sulfur import value from 1985 to 1986.

U.S. exports of sulfur decreased from 1.3 million long tons, valued at
$187 million, in 1985 to 1.3 million long tons, valued at $172 million, in
1986. This decline of 8 percent in sulfur export value is primarily due to
decreases in sulfur exports to Belgium, Morocco, and Brazil.

Cynthia Trainor
523-1255

1/ In February 1987, the Commission, at the request of Lundberg Industries,
Ltd., and the New Mexico Potash Corp., instituted an antidumping investigation
involving imports of potassium chloride from Canada allegedly being sold at
less than fair value (LTFV) [investigation No. 731-TA-374 (Preliminary)]. 1In
March 1987, the Commission determined that there was reasonable indication
that an industry in the United States is materially injured, or was threatened
with material injury, or the establishment of an industry in the United States
was materially retarded, by reason of the allegedly LTFV imports of potassium

chloride from Canada. 78
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Certain inorganic chemicals (other than uranium compounds).--U.S. imports
of certain inorganic chemicals, other than uranium compounds, declined by 7
percent from $1.50 billion in 1985 to $1.39 billion in 1986, whereas U.S.
exports of these chemicals rose by 3 percent, from $1.54 billion in 1985 to
$1.59 billion in 1986. As a result, the positive trade balance for these
inorganic chemicals rose from $47 million in 1985 to $194 million in 1986.

U.S. imports of aluminum oxide, a chemical intermediate used principally
in the production of aluminum metal, declined from 8.4 billion pounds, valued
at $729 million, in 1985 to 7.9 billion pounds, valued at $565 million, in
1986. These imports declined because cutbacks in U.S. production of aluminum
metal reduced domestic demand for the aluminum oxide Intermediate as well.
The U.S. aluminum industry was adversely affected by low prices, high
inventories, and labor shutdowns in 1986.

U.S. exports of aluminum oxide rose from 660 million pounds, valued at
$90 million, in 1985 to 1.0 billion pounds, valued at $114 million, in 1986 in
response to increased aluminum metal production capacity that was recently
installed in Canada. Canadian aluminum producers enjoy lower electrical power
costs than do U.S. producers, and they were, therefore, able to increase
production capacity. :

U.S. exports of soda ash (sodium carbonate) rose from 3.3 billion pounds,
valued at $172 million, in 1985 to 4.0 billion pounds, valued at $232 million,
in 1986. U.S. producers of soda ash have been conducting an intense campaign
to increase exports, especially to the Far East. The United States has by far
the world’s largest reported reserves of natural soda ash, and production
costs in the United States are believed to be substantially lower than those
in other countries. Although U.S. exports of soda ash to Japan are the
subject of bilateral negotiations between the United States and Japan, U.S.
exports of soda ash to Japan increased only slightly, from 454 million pounds
in 1985 to 471 million pounds in 1986.

U.S. exports of sodium hydroxide (caustic soda) rose in quantity from
1.17 million short tons in 1985 to 1.32 million short tons in 1986 but
declined in value from $121 million to $95 million. Much of these increased
exports went to Australia and Jamaica where the sodium hydroxide was used to
produce aluminum oxide from the mineral bauxite. U.S. exports of sodium
hydroxide declined in value in 1986 despite a larger volume of exports,
because overproduction of sodium hydroxide in 1986 stimulated by strong demand
for the chlorine coproduct led to lower caustic soda prices.

Jack Greenblatt
523-1212
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Minerals and Metals 1/

The trade deficit in the minerals and metals sector for 1986 was
$27.6 billion, or 14 percent larger than the deficit of $24.3 billion in 1985
(table 17, fig. 7). The annual increase in the deficit continues to reflect
the relatively strong demand for imports from Canada, Japan, and the European
Community (EC) and lagging demand for U.S. exports despite generally favorable
exchange rate fluctuations favoring U.S. products. Total sector imports
increased 10 percent to $41.2 billion during 1986, from $37.6 billion in
1985, whereas U.S. exports increased from $13.3 billion to $13.6 billion
during the period.

Imports of precious metals (up $3.2 billion) registered the most
significant increase in 1986, followed by unwrought aluminum (up
$699 million), cut gemstones (up $398 million), and unwrought copper (up
$233 million). The decline in imports occurred principally in iron and steel
mill products (down $1.5 billion), nickel ore (down $163 million), and
metallic containers (down $129 million). The decline in imports of iron and
steel mill products can be largely attributed to the President’s voluntary
restraint agreements (VRA's) program that limits imports from certain steel
producing countries. Although decreases totaling $391 million occurred in
exports of unwrought aluminum, nickel ore, and handtools during 1986, a
notable increase of $471 million was recorded in exports of precious metals.

U.S. bilateral trade

The principal U.S. trading partners for products of the minerals and
metals sector in 1986 continued to be Canada, the EC countries, and Japan.
These countries together accounted for 56 percent of total U.S. imports and 63
percent of U.S. exports, resulting in a trade deficit of $14.7 billion in
1986, which was about 6 percent larger than the deficit in 1985. The products
that accounted for the largest volume of trade with these countries included
iron and steel mill products, precious metals, metallic containers, and
unwrought copper.

Major trade shifts in this sector during 1986 occurred in iron and steel
mill products with the EC and Japan. Most of the $439 million decline in
imports from the EC and $831 million decline in imports from Japan consisted
of steel sheet and strip, largely reflecting the effects of the VRA’s and
lower demand from the domestic automotive and appliance industries. The
$3.2 billion increase in imports of precious metals is principally the result
of increased speculative activity, coupled with strong demand in the United
States for minting gold coins.

1/ Included here are the commodities classified in the following portions of
the Tariff Schedules of the United States Annotated: Schedule 5 (Nonmetallic
minerals and products) except pt. 1(J (pt.)), and schedule 6 (Metals and metal
products), pts. 1, 2, and 3. :
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Commodity analyses

Iron and steel mill products 1/.--U.S. imports of steel mill products
totaled 20.8 million short tons ($8.1 billion) in 1986, representing a 16-
percent decline compared with the 24.3 million short tons ($9.6 billion)
imported in 1985. The decline in the level of steel imports largely reflects
the effects of the 19 VRA's. Japan continued to be the largest single country
supplier, with total imports of 4.4 million tons ($2.1 billion), which
represents a decrease of 27 percent from the 6.0 million tons ($3.0 billion)
imported from Japan in 1985. Imports from Canada, the second largest source
and not covered by a VRA, increased by 12 percent to 3.2 million tons
($1.2 billion), whereas imports from the third largest source, West Germany,
declined by 15 percent to 2.0 million tons ($0.8 billion).

For all grades of iron and steel mill products (predominantly carbon
steel), the largest declines in imports occurred in the following product
catagories: pipes and tubes, sheet and strip, shapes and plates, bars and
rails, and accessories. Pipe and tube imports fell 37 percent, from
$2.2 billion (4.5 million tons) to $1.4 billion (2.9 million tons). Sheet and
strip imports declined 9 percent, from $358 million (815,000 tons) to
$3.6 billion (8.6 million tons), with hot-rolled sheet, galvanized sheet and
cold-rolled sheet posting the largest declines. Imports of shapes and plates
declined by $215 million (4.1 million tons) to $942 million (3.2 million toms)
with plates accounting for the bulk of the decline. Imports of bars declined
10 percent from $585 million (1.5 million tons) to $528 million (1.4 million
tons). Within the bar category, declines of $34 million (62,000 tons) to
$214 million (578,000) for hot-rolled bars and $44 million (90,000 tons) to
$144 million (223,000 tons) for cold-finished bars were partially offset by
smaller increases in imports of reinforcing bar and bar-sized light shapes.
Imports of rails and accessories fell 38 percent, from $128 million (358,000
tons) to $80 million (266,000 tons).

Imports of stainless steel and tool steel mill products both increased
during 1985-86. Stainless steel imports increased by $30 million (24,000
tons) to $515 million (295,000 tons) and tool steel imports increased from $92
million (67,000 tons) to $94 million (71,000 tons) during the period.

Aggregate exports of iron and steel mill products fell during 1985-86
with overall exports declining from $842 million (957,000 tons) to $745
million (955,000 tons). Although the total quantity of exports only decreased
by 2,000 tons, the total value of exports declined by $96 million, reflecting

1/ During 1986, the Commission handled over 15 antidumping (AD) and
countervailing duty (CVD) investigations on iron and steel mill products.
Final affirmative injury determinations were made in four of the cases,
affecting welded carbon steel pipe and tube from Turkey and oil country
tubular goods from Canada.
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a fall in the unit value of steel exports from $879 per ton in 1985 to $780
per ton in 1986. The largest decline in exports occurred in pipe and tube
products, which fell from $285 million (198,000 tons) to $188 million (120,000
tons). The decline is attributed to continued weakness in oil and gas markets.

Mark Paulson
523-4446

Metallic containers.--Reduced imports from Japan of certain high-volume
freight containers used for intermodal transportation led to a 40-percent
decrease in imports of metallic containers, from $319.0 million during 1985 to
$190.2 million during 1986. Japan's share of total metallic container imports
fell from 45 percent in 1985 to 9 percent in 1986, most likely reflecting the
apparent isolated nature of the order for such freight containers from Japan.

Nancy Fulcher
523-0341

Nonpowered handtools.--Diminished industrial activity in principal export
markets was largely responsible for a decline in U.S. exports of handtools
during 1985-86. U.S. exports declined 16 percent to $533 million in 1986 from
$634 million in 1985. Most of the decline in exports occurred in the
interchangeable tools category, which accounted for almost 50 percent of total
handtool exports in 1986. Although U.S. exports were shipped to more than 25
countries during 1986, handtools shipped to Canada (the largest export market)
represented one-fourth of the total.

James Brandon
523-5437

Unwrought aluminum and waste and scrap.--Because of declining U.S.
smelting capacity and increased shipments of unwrought aluminum (ingot) from
Canada and low-cost producing countries, U.S. imports of unwrought aluminum
and waste and scrap increased by 51 percent during 1985-86 to nearly 1.7
million short tons ($1.8 billion). Imports from Canada, the traditional
source of U.S. ingot imports, rose by 26 percent during the period to nearly
1.1 million short tons ($1.2 billion) and accounted for 65 percent of total
imports. Imports from developing countries exhibited greater relative
increases, such as those from Brazil (a 179-percent increase to 128,419 short
tons, valued at $148.5 million) and Ghana (a 245-percent increase to 71,476
short tons, valued at $87.1 million). Exports of U.S. unwrought aluminum and
waste and scrap declined by 23 percent during 1985-86 to 613, 243 short tons
($610.6 million), with Japan the primary export market.

Deborah A. McNay
523-0445
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Precious metals.--Despite an ll-percent decline in the price of silver,
the increasing prices of gold and platinum (gold up 16 percent in 1986
compared with that in 1985; platinum up 59 percent in the same period)
reflects growing speculative activity. The value of all precious metal
imports rose 67 percent, but the quantity of those imports rose only 1 percent
. to 159.9 million troy ounces. Imports of gold increased 117 percent to 13.8
million troy ounces ($5.0 billion) from 6.4 million troy ounces.

The value of precious metal exports in 1986 increased 29 percent, and the
quantity of exports remained stable at 32 million troy ounces, This resulted
in a net increase in the deficit for trade in precious metals from
$3.0 billion in 1985 to $5.7 billion in 1986 (88 percent).

Amy Friedheim
523-0277

Nickel ore and metal.--A slump in demand from end-user markets, primarily
superalloys and stainless steel, contributed to a decline in both imports and
exports of nickel in 1986 compared with that in the corresponding period of
1985. Imports declined 31 percent to 259.9 million pounds ($549.8 million).
Exports declined 52 percent to 41.1 million pounds ($104.3 million). The much
larger absolute decline in imports resulted in a reduced net trade deficit in
nickel, of $445.5 million in 1986, down 11 percent from the deficit in 1985.

Amy Friedheim
523-0277

Cobalt ore and metal.--Despite higher than normal purchases for the
national stockpile, a steep decline in prices and a dip in demand for cobalt
in alloys and superalloys contributed to the 54-percent decline
(697.9 million) in imported cobalt in 1986 compared with that in the
corresponding period of 1985. 1In 1986, 11.6 million pounds ($83.3 million)
were imported, down from 16.6 million pounds in 1985.

Amy Friedheim
523-0277

Copper.--Increased consumption of refined copper combined with reduced
domestic stocks and smelter production contributed to a 37-percent increase in
imports of unwrought copper in 1986. Imports rose to a record level of
604,587 short tons ($758 million) in 1986 from 441,983 short tons
(6525 million) in 1985. Imports of wirebar and cathode from Canada accounted
for a large share of the increase. The reduced level of smelter production
also contributed to a decline in U.S. exports of unwrought copper. Exports
decreased 52 percent to 34,670 short tons ($46 million) in 1986 from 75,211
short tons ($956 million) in 1985.

Therese Palmer Weise
523-0270
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Iron ore.--Declining demand in Canada for U.S. iron ore was the primary
factor in decreasing U.S. total exports, which fell by 1l percent to 4.5
million long tons ($205 million) during 1986, compared with 5.0 million long
tons ($240 million) during 1985. Imports from Canada, the principal foreign
source of the United States, decreased to 4.5 million long tons in 1986 (down
11 percent from imports in 1985). :

Laszlo Boszormenyi
523-0328

Ceramic floor and wall tiles.--A 24-percent increase in the average unit
value of imports was largely responsible for a 19-percent increase
($49 million) in the value of imports of ceramic floor and wall tiles in
1986. Imports increased from $266 million in 1985 to $315 million in 1986,
but decreased in quantity by 5 percent, from 533 million square feet in 1985
to 506 million square feet in 1986. Average unit values increased during
1985-86 for each of the seven leading U.S. suppliers: Italy, Japan, Spain,
Mexico, Brazil, West Germany, and Taiwan, which represented 90 percent of the
value of imports in 1986.

James J. Lukes
523-0279

Kaolin.--The decline in the value of the U.S. dollar against foreign
currencies increased foreign demand for U.S.-produced kaolin (a clay that is
used primarily as a filler or coating in the paper industry) in 1986. U.S.
exports increased by $39 million (23 percent) to $213 million in 1986. The
value of exports increased largely because of a 15-percent increase in the
quantity of exports, but a 7-percent increase in the average unit value of
exports also contributed to the growth. The growth in foreign demand for
kaolin was widespread, since larger quantities were exported to 8 of the 10
leading U.S. export markets in 1986. The most significant of these export
markets was Japan, which accounted for 31 percent ($65 million) of U.S.
exports in 1986.

James J. Lukes
523-0279

Hydraulic cement and cement clinker 1/.--Continued growth in the
construction industry and highly competitive foreign cement prices led to a

1/ On Oct. 30, 1986, an antidumping petition was filed with the Commission and
the Department of Commerce on behalf of the American Trade Alliance, alleging
that imports of hydraulic cement and cement clinker from Colombia, France,
Greece, Japan, Mexico, Korea, Spain, and Venezuela were being sold in the
United States at less than fair value (LTFV) and that an industry in the
United States is materially injured, and threatened with material injury, by
reason of such imports. On the basis of information developed in its
preliminary investigation, the Commission determined that an industry in the
United States was not materially injured or threatened with material injury by
reason of alleged LTFV imports from those countries.
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12-percent increase in imports of hydraulic cement and cement clinker, from
14.5 million short tons ($431 million) in 1985 to 16.3 million short tons
(8469 million) in 1986. Many industry sources indicate that U.S. cement
manufacturers, nearly one-half of which are foreign owners, account for most
of the imports into the United States. Mexico became the largest single
country supplier, providing 26 percent of total imports, which represents an
increase of 68 percent, from 2.5 million short tons in 1985 to 4.2 million
short tons in 1986. Canada provided 20 percent of total imports followed by
Spain (19 percent) and Venezuela (8 percent). Imports from Greece increased
150 percent, from 0.5 million short tons in 1985 to about 1.3 million short
tons in 1986, representing 8 percent of total imports.

Linda White
523-0304

Natural and cut gemstones.--Reflecting the increase in personal
discretionary income and an average ll-percent price increase per carat for
natural diamonds, U.S. imports of gemstones increased by 15 percent to
$3.9 billion in 1986 compared with $3.4 billjon in 1985. Diamonds accounted
for about 90 percent ($3.5 billion) of the total 1986 import value in 1986.
The bulk of import trade was from Israel (26 percent), Belgium (24 percent),
India (17 percent), Republic of South Africa (8 percent), Switzerland (7
percent), United Kingdom (4 percent), and Hong Kong (3 percent).

U.S. exports of cut gemstones increased 32 percent,. from $403 million in
1985 to $557 million in 1986. Cut diamonds accounted for about 94 percent
($525 million) of the export value of cut gemstones during 1986. The bulk of
export trade went to Belgium (20 percent), Hong Kong (18 percent), Switzerland
(17 percent), Japan (17 percent), and Israel (16 percent).

Linda White
523-0304

Abrasive articles.--Growing demand for abrasive articles from all end
users led to a 26-percent increase in imports of abrasive articles, from
$137 million in 1985 to $173 million in 1986. Coated abrasives represent 62
percent of the value of total imports in 1986, and made up the bulk of import
growth, increasing 36 percent, from $78 million in 1985 to $107 million in
1986. The primary sources of imported abrasive articles in 1986 were Canada
(19 percent), Germany (18 percent), Japan (11 percent), Italy (9 percent), and
France (7 percent).

Linda White
523-0304

Graphite, carbon, and calcined petroleum and coal coke not suitable for
use as fuel.--Growth in demand from Japan and Italy, and the general decline
in the value of the dollar against foreign currencies appear to be the causes
of increased exports of calcined petroleum and coal coke, graphite, and carbon
products during 1986. Exports increased by 10 percent from $480 million in
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1985 to $529 million in 1986. Most of the export growth was in calcined
petroleum coke and graphite and carbon electrodes, representing 79 percent of
the value of total exports in 1986. Exports to Canada accounted for 18
percent of the total value followed by Australia (9 percent), Venezuela (7
percent), Italy (6 percent), and the Netherlands (6 percent).

Linda White
523-0304

Dimension stone and related articles.--Continued growth in the
construction industry during 1986 caused a stronger demand for dimension stone
and related articles. -Imports of this product group increased by 28 percent,
from $303 million in 1985 to $387 million in 1986. Most of the import growth
was in marble and granite dimension stone, representing 86 percent
($333 million) of the total import value for 1986. 1Italy is the major U.S.
supplier, providing 68 percent ($261 million) of total U.S. imports followed
by Spain (8 percent) and Canada (5 percent).

‘Linda White
523-0304
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Machinery and Equipment 1/

U.S. merchandise trade in machinery and equipment deteriorated rapidly in
1986 with the deficit in these products, increasing to $65.6 billion, or more
than $24.6 billion over that in 1985 (table 20, fig. 8). U.S. imports of
these products rose by 19 percent to $160.1 billion in 1986, representing an
increase of $25.0 billion over those in 1985. Principal sources of imports
were Japan, the EC, Canada, and Mexico, which together accounted for
83 percent of total imports. In contrast, U.S. exports of machinery and
equipment remained essentially unchanged in 1986, increasing by less than
1 percent to $94.5 billion. Principal export markets in 1986 included Canada,
the EC, Japan, and Mexico. These countries accounted for 62 percent of U.S.
exports in 1986 compared with 55 percent in 1985. Significant trade changes
in 1986 occurred in passenger automobiles, aircraft, office machines, and
radiotelegraphic and radiotelephonic apparatus, all of which are covered later
in this section.

U.S. bilateral trade

The major U.S. trading partners in machinery and equipment were Japan,
the EC, and Canada. The large trade deficit with Japan in 1985 increased by
$12.4 billion to $58.6 billion in 1986. The trade deficit with the EC
increased by $4.7 billion to $11.4 billion and the trade deficit with Canada
increased by $1.8 billion to $4.3 billion.

The increase in the U.S. trade deficit in machinery and equipment in 1986
resulted largely from an increase in demand for products produced by Japan.
These products included motor vehicles, office machines, radiotelephonic and
radiotelegraphic apparatus, and consumer electronic products. 1In contrast to
strong U.S. demand for imported products, the demand for U.S. goods in foreign
markets was relatively flat with small increases in shipments to Japan and the
EC. Exports to OPEC and Third World countries declined modestly as these
countries continued to adjust to depressed oil prices and the lack of hard
currencies to purchase imported merchandise.

Commodity analyses

Nonpiston-type internal combustion engines and parts.--U.S. imports of
nonpiston engines and parts rose from $2.4 billion in 1985 to $2.9 billion in
1986, representing an increase of 21 percent. The majority of the import
growth was in aircraft engines and parts, which increased by 20 percent during
the period. These power plants (primarily from France, the United Kingdom,
and Canada) are used in commuter, business, and large transport aircraft.
Exports of nonpiston internal combustion engines and parts used mostly in
aircraft also rose, increasing from $3.6 billion in 1985 to $4.0 billion in
1986. France, the United Kingdom, and Canada were the principal foreign
markets for these engines in 1986. '

Debby Ladomirak
523-01%1

1/ Included here are products classified in pts. 4, 5, and 6 of Schedule 6
(metals and metal products) of the Tariff Schedules of the United States.
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Pumps for liquids.--U.S. imports of pumps (and parts) for liquids
increased by 15 percent, to $766 million, in 1986 from $665 million in 1985.
The majority of this import increase was accounted for by two leading foreign
. sources of this type of equipment--West Germany and Japan. U.S. imports from

‘these two countries, together, accounted for $67 million of the $101 million
increase in total imports of these pumps in 1986. U.S. imports from West
Germany during 1986 consisted largely of fuel injection pumps for compression
ignition engines. U.S. imports from Japan were largely stock pumps for use in
measuring and dispensing machines, motor-vehicle engines, and for the paper
and pulp industries. The rise in pump imports is attributed to continued U.S.
economic growth coupled with increased U.S. automobile production by Japanese
manufacturers.

U.S. exports of pumps for liquids were valued at $848 million in 1986,
representing a 6-percent decline from the value in 1985. Nearly all of the
decline occurred in exports to Saudi Arabia and Mexico, the second and third
largest foreign market for U.S. products. Both Saudi Arabia and Mexico
continued to experience a decline in their national economies in 1986 as a
result of depressed oil prices. Canada continued to be the largest U.S.
export market for pumps for liquids, although U.S. exports to Canada declined
slightly to $207 million in 1986, or by 3 percent from those in 198S5.

Ruben Mata
523-0262

Air-conditioning machines.--U.S. imports of air-conditioning machines and
parts increased from $295 million in 1985 to $451 million in 1986, or by 53
percent. Japan continued to be the leading foreign supplier of these
products, accounting for nearly 57 percent of the total value of imports.
Other significant suppliers included Mexico, Canada, and Brazil, which
together accounted for 29 percent of total imports. The rise in U.S. imports
of these products from Japan was related to increased U.S. automobile
production by Japanese-based manufacturers. Also, the rise was related to
several large U.S. producers of air-conditioning machines that recently
established joint-venture agreements with foreign producers to import window-
and wall-type room air-conditioners from Mexico and Brazil.

U.S. exports of air-conditioning machines were valued at $768 million in
1986, representing a 9-percent decline from the value in 1985. Nearly all of
the decline occurred in exports to Canada, the largest foreign market for U.S.
products. Exports to Canada were valued at $352 million in 1986, down by 15
percent from those of 1985. Other major foreign markets from U.S. exports
were Mexico and Saudi Arabia, which collectively accounted for 15 percent of
total exports.

Ruben Mata
523-0262

Refrigerators and refrigeration equipment.--U.S. imports of refrigerators
and refrigeration equipment increased to $404 million in 1986 from $269 millio&o
in 1985. The principal products imported were household refrigerators,
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freezers, and refrigerator-freezer combinations. Imports of these products
were valued at $228 million in 1986 compared with $149 million in 1985,
representing an increase of 53 percent. Japan, Canada, Italy, Korea, and
Sweden were the principal foreign suppliers, accounting for 75 percent of the
total value of imports. The rise in imports of refrigerators and
refrigeration equipment was attributed to an increase in the home construction
market coupled with a reduction in U.S. interest rates.

U.S. exports of refrigerators and refrigeration equipment increased by 3
percent to $435 million in 1986, from $421 million in 1985. Canada continued
to provide the largest market, receiving 18 percent of total U.S. exports in
1986. Exports of refrigerators and refrigeration equipment to Mexico
represented the fastest growing foreign market in 1986, with exports to that
country increasing to $19 million, from $9 million in 1985. The increase in
U.S. exports to Mexico was reportedly related to Mexico's discontinuance of
import permits required as a condition for membership in the GATT.

Ruben Mata
623-0262

Wrapping and packaging machinery.--U.S. imports of wrapping and packaging
machinery (and parts) rose to $540 million in 1986, representing an increase
of 31 percent over the value of such imports in 1985. Principal suppliers
continued to be West Germany and Italy; collectively, these countries
accounted for 56 percent of the total value of imports of these products in
1986. Other important suppliers included Japan, Switzerland, Canada, the
United Kingdom, the Netherlands, France, and Sweden. Imports from Japan
reached $64 million in 1986, representing 12 percent of total imports.

Imports from West Germany rose to $184 million in 1986, 51 percent above
the level of imports in 1985, and consisted of such products as thermoforming
machines, cartoning machines, and filling and sealing machines for dry ‘
pharmaceutical products. These machines were well received in the U.S. market
because of their innovative technology. Confectionery wrapping and packaging
machinery was the major type of machinery imported from Italy. According to
industry sources, such machinery enjoyed a significant price advantage and
satisfied the market's demand for simple but effective machinery that required
ninimum service and repair.

U.S. exports of wrapping and packaging machinery declined to $296 million
in 1986, down by 2 percent from that of 1985. Exports to Canada,
traditionally a major market, declined to $64 million, 23 percent below the
level of the year earlier. However, exports to the Republic of Korea exceeded
$9 million in 1986, almost double the 1985 level. The industry experienced a
trade deficit of $244 million in 1986 compared with a trade deficit of $112
million in 1985.

David Slingerland
523-0263 .

Earth-moving and mining machinery.--The value of imports of earth-hdving
and mining machinery and parts increased by 14 percent, from $1.8 billion in
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1985 to $2.1 billion in 1986. The rise in imports is largely attributed to
strong residential and public hou51ng construction, which boosted the market
for earth-moving machinery.

Backhoes, shovels, clamshells, and draglines accounted for a large part
of the increase, with imports of this machinery rising from $303 million in
1985 to $451 million in 1986. Japan remained the largest supplier, accounting
for more than one-half of total imports, principally owing to low prices
offered by Japanese suppliers compared with those offered by U.S. suppliers.
Imports of front-end loaders, track-laying type, also exhibited a large
increase, much of which can be attributed to machinery imported from France,
which rose by almost 200 percent to $104 million in 1986. The increase in
imports from France was largely the result of the shifting of U.S.-based
production facilities to that country. This growing trend of low-priced
imports has led to foreign-based facilities increasingly becoming the sources
of products sold in the U.S.

Exports of earth-moving and mining machinery declined by 15 percent, from
$4.5 billion in 1985 to $3.8 billion in 1986. Exports of drilling and boring
machinery fell by 54 percent, principally owing to weak overseas oil and gas
markets.

Nita Kavalauskas
523-0467

Lifting, handling, loading, and unloading machinery.--U.S. imports of
lifting, handling, loading, and unloading machinery (material handling) and
parts increased by 24 percent, from $838 million in 1985 to $1.04 billion in
1986. Much of this increase was attributed to a 33-percent rise in imports of
parts of material-handling machines and a 58-percent rise in imports of
conveyors. West Germany, the principal source of U.S. imports of parts,
increased its shipments to the United States by 89 percent. U.S. imports of
conveyors from Japan, the principal source of such imports, increased its
shipments by 150 percent. Japan, West Germany, and Canada accounted for
approximately 58 percent of the total U.S. imports of material handling
machinery and parts during 1986. The rise in imports can be attributed to the
sustained economic growth in the United States, stimulating demand in many
industrial sectors for this type of equipment.

U.S. exports of materlal—handling machines and parts decreased by 6
percent, from $477 million in 1985 ‘to $449 million in 1986. Canada was the
major foreign market for parts and for certain unspecified types of material-
handling machinery in both 1985 and 1986. The U.S. trade deficit in these
products increased from $361 million in 1985 to a deficit of $594 million in
1986.

William Greene
523-0265

Papermaking and converting machinery.--U.S. imports of papermaking and
converting machinery increased to $477 million in 1986, up by 22 percent from 132

those in 1985. The increase in imports was accounted for by traditional
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suppliers such as West Germany, Finland, and Canada as well as from new
competitors, such as Italy, Japan, and Brazil. The increasing foreign
competition in these products was reportedly related to lower overseas
production costs, more favorable financing in foreign countries, and growing
use of foreign manufacturing subsidiaries by U.S. firms. U.S. exports of
papermaking and converting machinery increased to $262 million in 1986, up by
9 percent from those in 1985.

David Slingerland
523-0263

Printing trades machinery.--U.S. imports of printing trades machinery
rose to $1,038 million in 1986 compared with $809 million in 1985,
representing an increase of 28 percent. Imports of sheet-fed offset presses
accounted for the largest share of the increase; such imports, principally
from West Germany and Japan, rose to $327 million in 1986 compared with
$266 million in 1985. The next largest category of imports, roll-fed presses,
rose to $144 million in 1986, $36 million more than in 1985. Imports of these
roll-fed presses increased substantially from Japan; such imports reached
$78 million in 1986, 82 percent above those in 1985. Other types of printing
trades machinery that registered important import gains in 1986 were printing
presses, other than letter and offset types, and parts of printing presses.

Purchases of printing trades machinery from West Germany, Japan, the
United Kingdom, Switzerland, and Italy were attractive to U.S. customers
because of quality and technical features, often at favorable prices. 1In
addition, industry sources indicate that more favorable financing was obtained
by foreign producers for their U.S. customers.

David Slingerland
523-0263

Metalworking machine tools and parts thereof.--U.S. imports of these
products increased from $2.1 billion in 1985 to $2.7 billion in 1986, or by 28
percent. Metal-cutting machine tools accounted for about one-half of the
increased imports of these machines, rising from $1.4 billion in 1985 to
$1.7 billion in 1986, or by 21 percent. Metal-forming machine tools also rose
sharply during the period, increasing by 68 percent to $570 million. The
value of imported parts rose by 16 percent, increasing from $376 million to
$434 nillion. The major foreign supplier of machine tools and parts continued
to be Japan, which accounted for 48 percent ($1.3 billion) of total imports in
1986, representing an increase of 33 percent over those in 1985. Imports from
West Germany, the second largest supplier, rose from $320 million in 1985 to
$474 million in 1986, or by 48 percent. :

On May 20, 1986, the President postponed making a formal finding under
section 232 of the Trade Expansion Act of 1962 in response to a petition filed
in 1983 by the National Machine Tool Builders' Association. However, the
President did (1) initiate negotiations seeking Voluntary Restraint Agreements
(VRA's) to limit exports of metalworking machine tools for a 5-year period
from Japan, West Germany, Switzerland, and Taiwan, and (2) provide U.S133
Government assistance to U.S. producers to improve their competitiveness.
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In December 1986, the United States signed VRA's with Japan and Taiwan.
The VRA signed with Japan restricts exports to the United States of machining
centers, milling machines, numerically controlled (NC) lathes, non-NC lathes,
- and NC and non-NC punching and shearing machines. The VRA signed with Taiwan
"includes the same categories of machine tools as the agreement signed with
Japan, but excludes punching and shearing machines.

According to industry sources, the increase in imports of machine tools
in 1986 was related in general to a shift by U.S. manufacturers away from the
production of the types of machines facing import competition and to larger,
higher value-added machines tools. Other factors that accounted in part for
the increase in imports include importers (1) resisting price increases in the
face of the rising value of major foreign currencies relative to the U.S.
dollar; (2) selling less expensive machines from U.S. inventories; and (3)
offering customers significantly shorter lead times compared with those
offered by U.S. producers.

Carol E. Howell
523-0455

Office machines.--U.S. imports of office machines rose to $14.6 billion
in 1986, 28 percent higher than those in 1985. The principal supplier was
Japan, which accounted for 50 percent of total imports. Singapore and Taiwan
were also large suppliers, accounting for 10 and 8 percent of total imports,
respectively. In contrast to the large growth in imports, U.S. exports of
office machines rose by only 4 percent, increasing to $15.4 billion.
Principal foreign markets for U.S.-produced machines included Canada, the
United Kingdom, West Germany, and Japan. The U.S. trade surplus in office
machines deteriorated in 1986, declining to $790 million.

Automatic data processing machines.--The large increase in imports
of office machines was largely accounted for by an increase in demand for
foreign-produced automatic data processing machines. Imports of these
machines increased to $5.5 billion in 1986, representing a rise of 39 percent
over those in 1985. CGCountries in the Far East were the major suppliers with
imports from Singapore up by 202 percent; those from Korea up by 67 percent;
those from Taiwan up by 51 percent; and those from Japan up by 45 percent.
U.S. exports of automatic data processing machines increased by a modest 11
percent to $3.5 billion in 1986. As a result, the U.S. trade deficit in
automatic data processing machines increased to $2.0 billion in 1986. Trade
corrections expected in 1986 from a decline in the value of the dollar did not
occur.

U.S. imports of parts of automatic data processing entered free of duty

also showed a significant increase in 1986, rising by 30 percent to
$5.3 billion. Major foreign suppliers of these parts included Singapore and

Japan, which accounted for 52 and 41 percent, respectively, of the increase.

‘Copying machines.-~-U.S. imports of copying machines increased by
16 percent in 1986 compared with those of 1985, when such imports totaled
$1.3 billion. Japan remained the principal source of imports, accounting for
88 percent of the total. The Netherlands was the second leading source,
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accounting for 8 percent. Imported copying machines are largely small,
desk-type units that are not produced by U.S. firms. The U.S. market for
desk-type units is reportedly growing faster than the market for large-
~capacity units.

William Fletcher
523-0378

Taps, cocks, valves, and similar devices.--U.S. imports of taps, cocks,
valves, and similar devices increased to $1.0 billion in 1986 compared with
$838 million in 1985, or by 22 percent. The principal products imported
continued to be miscellaneous valves and parts accounting for $785 million, or
nearly 77 percent. Total U.S. imports of hand-operated and check valves and
parts also increased, rising from $231 million in 1985 to $238 million in
1986. West Germany, Japan, Canada, and Taiwan were the principal foreign
suppliers, accounting for 67 percent of the total value of imports. The
increase in the value of imports was largely attributed to sustained U.S.
economic activity and movement by U.S. producers to offshore facilities.

U.S. exports of taps, cocks, valves, and similar devices declined
negligibly from $610 million during 1985 to $609 million in 1986. The
principal foreign markets for U.S. exports of these products were Canada
($134 million), Mexico ($110 million), and the United Kingdom ($52 million);
collectively, these nations accounted for $296 million, or 48 percent of total
U.S. exports.

Ruben Mata
523-0262

Motors, generators, transformers, and related equipment.--U.S. imports of
this electrical equipment increased 9 percent to nearly $2.4 billion during
1986 compared with the nearly $2.2 billion entered during 1985. Imports from
Japan, the leading foreign supplier, increased by 27 percent during the year,
to $547 million, accounting for 23 percent of the 1986 total. Aside from
Japan, the largest import increase was in imports from Mexico, which rose by
$83 million, or 24 percent, to $436 million. Among the leading suppliers,
Singapore recorded the largest single percentage increase--40 percent, to
$66 million. U.S. exports of motors, generators, transformers, and related
equipment declined by 5 percent to $1.1 billion, down from the nearly
$1.2 billion recorded during 1985. The resulting trade deficit in these
products amounted to nearly $1.3 billion, 25 percent larger than the deficit
in 1985.

Transformers.--Tranformer imports declined by 5 percent during 1986
to $259 million. The downturn was the first that has been recorded in over 10
years. The reversal of this trend was largely due to a substantial decline in
imports of unrated transformers and transformers rated at more than 100,000
kilovolt amperes (KVA) from Sweden. Such imports fell from approximately
$41 million in 1985 to just under $5 million in 1986. With this one

exception, imports increased from nearly every other major foreign source.
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Motors.—-U.S. imports of motors increased by 12 percent during 1986
to $580 million; this was largely due to increased entries from the three
leading suppliers--Japan, Mexico, and West Germany. Imports from these
sources increased by 10, 11, and 43 percent, to $145 million, $139 million,
and $65 million, respectively. The fastest rising import categories were
non-alternating-current-driven motors rated between 1 and 20 horsepower and
those rated over 20 percent horsepower but less than 200 horsepower.

Generators.--Generator imports rose by 39 percent during 1986 to
$95 million, largely on the strength of increased shipments from Japan and
Denmark. Imports from Japan increased by 140 percent during the period to
$35 million, whereas those from Denmark registered a 150-percent gain, to
$18 million. Imports from Denmark were almost totally of generators rated 400
kilowatts or less, whereas those from Japan were predominately units rated
over 400 kilowatts.

Miscellaneous equipment related to motors, generators, and
transformers.—-U.S. imports of these apparatus and parts increased to over
$1.2 billion in 1986, or 13 percent higher than those in 1985. The overall
increase was largely related to shipments from Japan and Mexico, which rose by
24 and 36 percent, respectively, to $253 million and $246 million. Together,
these two leading foreign suppliers accounted for 41 percent of total imports
in 1986. The categories of products imported during the period which
experienced the largest absolute and percentage increases were rectifiers and
rectifying apparatus, which rose by $69 million to $603 million, and parts of
motors other than commutators which increased by 42 percent to $125 million.
The rectifiers and rectifying apparatus include items such as ac/dc power
supplies that are incorporated into personal computers and other electronic
apparatus.

John Cutchin
523-0231

Primary cells and batteries.--U.S. imports of primary cells and batteries
increased significantly during 1986, rising by 30 percent to $475 million.
Japan was the largest supplier during the period, increasing its share of
total imports to 52 percent. The increase in Japan's share was related to a
57-percent rise in imports of nickel-cadmium batteries used in products
requiring rechargeable devices. Mexico was the second largest supplier,
accounting for $49 million in imports, although about 80 percent of these
imports were entered under TSUS item 807.00, indicating that assembly
operations for U.S.-fabricated components are located in Mexico. Other
important suppliers included West Germany, Hong Kong, Taiwan, and the United
Kingdom. Combined, these countries accounted for less than 20 percent of
total U.S. imports. In contrast to the large increase in imports during the
period, U.S. exports of primary cells and batteries decreased during 1986,
declining by 3 percent, to $127 million.

Gary Cohen
523-8541
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Portable electric hand tools.--U.S. imports of portable electric hand
tools rose to $328 million in 1986, 40 percent above the $235 million figure
recorded in 1985. Imports from Japan, by far the leading foreign supplier,
rose by 50 percent to $203 million during 1986. Substantial import increases
from West Germany were also reported--a 22-percent increase to $42 million;
Switzerland reported a 19-percent increase to $29 million; and Taiwan reported
a 59-percent increase to $19 million. Portable electric drills and saws were
the principal imported product, accounting for 26 and 22 percent,
respectively, of the 1986 import total. The remaining imported products were
largely grinders, sanders, and polishers (18 percent); screwdrivers,
nut-runners, and impact wrenches (5 percent); miscellaneous tools such as
string trimmers (7 percent); and parts (6 percent). The continued strong
demand for consumer products and strong marketing efforts on the part of
Japanese tool makers were largely responsible for the increased presence of
imported tools in U.S. markets.

John Cutchin
523-0231

Electromechanical household and commercial appliances.--U.S. imports of
electromechanical appliances rose dramatically in 1986, to $314 million from
$174 million in 1985, or by 81 percent. Hong Kong was the leading source of
these products accounting for $73 million in U.S. imports in 1986. Other
significant suppliers included France, the Republic of Karea, Japan, and
Taiwan, together accounting for 52 percent ($163 million) of the total. U.S.
imports from France, also a significant supplier to the U.S. market, were
valued at $68 million in 1986 compared with $20 million in 1985. The surge in
total U.S. imports in 1986 was due in part to the popularity of foreign food
processors and food mixers primarily produced by firms in Hong Kong and France.

Georgia Jackson
523-4604

Ignition equipment.--U.S. imports of automotive ignition equipment
including battery-charging alternators, starters, spark plugs, and ignition
coils, rose by 47 percent in 1986, reaching $543 million. The increase in
imports was related to a rise in demand for replacement parts for imported
cars and to increased purchases of foreign equipment by both U.S. producers of
motor vehicles and to West German and Japanese producers operating U.S. motor-
vehicle assembly plants. The major suppliers of ignition equipment included
Japan with $229 million in imports, followed by West Germany with $102 million,
and Mexico with $76 million. Combined, these countries accounted for 75
percent of total U.S. imports in 1986 compared with 70 percent in 1985. 1In
contrast to the increase in U.S. imports in 1986, U.S. exports of this
equipment decreased during the period, declining by 5 percent to $324 million.

Gary Cohen
523-8541
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Telephone and telegraph apparatus.--Imports of telephone and telegraph
apparatus rose by nearly 13 percent, from $2.0 billion in 1985 to $2.3 billion
in 1986. The overall increase was attributable to growth in imports of
telephone instruments. Imports of all other categories of telephone apparatus
‘declined in 1986, and imports of telegraph apparatus showed little change from
the 1985 figure. Beginning in January 1986, the trends in imports of
switching and switchboard apparatus and telephone instruments changed markedly
and tended somewhat to offset each other. These changes coincided with the
introduction of new tariff schedule annotations and did not appear to reflect
a shift in demand for these products. Japan was the principal sources of the
imports, supplying approximately one-half of imports during both periods.
Exports of telephone and telegraph apparatus rose by nearly 5 percent in 1986
to $870 million, largely as a result of increases in exports of switching
equipment and telegraph apparatus.

Telephone switching and switchboard equipment.--Imports of the items
in this group posted a large decrease in 1986. Imports fell from $519 million
in 1985 to $401 million in 1986. The reported decline in imports was largely
due to discontinuity in the data. Japan was the largest source of these
imports, supplying $202 million in 1985 and $161 million in 1986. Exports
increased from $363 million in 1985 to $394 million in 1986, with exports to
Japan showing the largest increase, from $15 million in 1985 to $45 million in
1986.

Telephone instruments.--Imports of telephone instruments increased
by nearly 93 percent, from $484 million in 1985 to $932 million in 1986. The
growth in imports of telephone instruments was the result of increasing
consumer demand for telephones and U.S. producers' shift of manufacturing
facilities to the Far East. Imports from Japan more than doubled, rising from
$172 million in 1985 to $362 million in 1986, making Japan the largest
supplier of imported telephone instruments. Taiwan was the second largest
supplier, with $112 million in imports in 1985, increasing to $239 million in
1986. The largest categories of telephone instruments were those with
features and multiline sets. Exports of telephone instruments remained low at
$38 million in 1986, a negligible increase over the prior year.

Sylvia McDonough
523-4587

Radiotelegraphic and radiotelephonic apparatus and related
equipment.--U.S. imports of products in this group rose from $15.2 billion in
1985 to $16.7 billion in 1986, representing an increase of 10 percent. The
largest source of such imports was Japan, which accounted for about 62 percent
of the total in both 1985 and 1986. During a significant appreciation in the
value of the yen, imports from Japan rose from $9.4 billion to $10.4 billion,
representing an increase of 11 percent. The principal products in this group
include audio and video tape recorders (48 percent of the total value during
1986); television apparatus (23 percent of the total value); and radio
receivers and miscellaneous radio apparatus and parts (11 percent of the total
value).
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Television apparatus.—-Comparing imports in 1985 and 1986, U.S.
imports of television apparatus, principally television receivers, increased
from $3.3 billion to $3.8 billion, or by 15 percent. U.S. imports from Japan,

. the largest source in both years, increased from $1.3 billion in 1985 to

$1.4 billion during 1986, or by 10 percent. As a share of total imports,
however, those from Japan decreased from 40 percent in 1985 to 38 percent in
1986. New product developments, including stereo television, component-style
television systems, liquid-crystal display television, and to some extent,
digital televisions, have provided the impetus for growth in the U.S. market.

Transceivers.--U.S. imports of transceivers increased from
$306 million in 1985 to $463 million in 1986, or by 51 percent. Much of the
increase was accounted for by a 33-percent increase in shipments from Japan,
the largest source of imports in both periods. Such imports amounted to
$182 million in 1986, accounting for 34 percent of the total. The most
significant growth in imports of this product grouping occurred in imports of
CB transceivers. Such imports increased by 271 percent, from $54 million in
1985 to $200 million in 1986. The CB has regained some of its popularity in
recent years especially for use as emergency mobile communications devices
that can be stored in a car's trunk or glove box and activated only when
needed.

Eric Nelson
523-4585

Electric sound and visual signaling apparatus.--Imports of electric sound
and visual signaling apparatus increased by nearly 28 percent, from $528
million in 1985 to $674 million in 1986. Japan was the largest supplier of
U.S. imports, accounting for $160 million in 1985 and $204 million in 1986.
The growth in imports was due to increased demand for low-cost products
incorporating light-emitting diodes (LED's) and liquid crystal displays
(LCD's), parts of signaling apparatus imported from Far Eastern countries, and
U.S. manufacturers making greater use of TSUS item 807.00. Exports of this
apparatus declined from $243 million in 1985 to $227 million in 1986, largely
as a result of decreasing Canadian demand.

Sylvia McDonough
523-4587

Articles for making and breaking electrical circuits.--Articles for
making and breaking electrical circuits include circuit breakers, switches,
connectors, relays, and other components that permit the efficient use of
electric power and the construction of electrical and electronic end
products. During 1986, U.S. imports of these articles increased by 20 percent
to $2.3 billion, compared with U.S. exports, which increased by 7 percent to
$2.2 pillion. Japan, Mexico, Canada, and West Germany were the major
suppliers, together accounting for 6 percent of total imports in 1986.

Imports from Japan and West Germany consisted of electronic components used in

U.S. production of consumer electronic products and motor vehicles by Japanese

and West German producers. Imports from Canada were related to the integration
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of U.S. and Canadian eléctrical industries, and imports from Mexico were
related to the border activities of U.S. firms using low-cost Mexican labor.

Nelson Hogge
523-0377

Semiconductors.--U.S. imports of semiconductors rose to $6.1 billion in
1986, representing an increase of 4 percent over those in 1985. Japan
continued to be the largest supplier of these devices, accounting for 24
percent of total imports in 1986. Other important suppliers included
Malaysia, Singapore, the Republic of Korea, and the Philippines, which
together accounted for 46 percent of total imports. Imports from these
countries consist largely of devices that have been assembled from U.S. chips
and dice.

Friction between the United States and Japan over trade in semiconductors
increased sharply in 1986. 1/ The United States and Japan reached an
agreement in July 1986 to suspend a petition filed by the industry under
section 301 of the Trade Act of 1974 and dumping investigations on erasable
progranmable read only memories (EPROM's) and 256K and above dynamic random
access memories (256K DRAM's), provided Japanese producers would no longer
sell semiconductors in U.S. and third-country markets at less than fair
value. After numerous complaints by the industry over Japanese producers'
dumping in third-country markets, the President announced on March 27, 1987,
that a significant increase in tariffs would be applied to imports of certain
electronic products from Japan because of Japan's failure to live up to the
agreement.

Nelson Hogge
523-0377

Insulated electrical conductors.--U.S. imports of insulated electrical
conductors increased by 16 percent to nearly $1.6 billion in 1986 from more
than $1.3 billion in 1985. The majority of the import rise was accounted for
by Mexico and Taiwan, the two leading foreign suppliers. Together these two
countries were responsible for $147 million of the $229 million import

1/ In January 1986, the U.S. International Trade Commission determined in
investigation No. 731-TA-300 (Preliminary) that the industry in the United
States producing 256 kilobit and above dynamic random access memories (256K
DRAM's) provided for in TSUS item 684.74 is injured by reason of imports from
Japan, which have been found by the U.S. Department of Commerce to be sold in
the United States at less than fair value.

In June 1986, the Commission determined in investigation No. 731-TA-270
(Final) that the industry in the United States producing 64K DRAM's is injured
by reason of imports from Japan, which have been found by the U.S. Department
of Commerce to be sold in the United States at less than fair value.

In December 1986, the Commission determined in investigation No.
731-TA-288 (Final) that the industry in the United States producing EPROM's is
injured by reason of imports from Japan, which have been found by the U.S.
Department of Commerce to be sold in the United States at less than fair valub0
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increase in 1986. Imports from Mexico consisted largely of ignition wiring
harnesses for motor vehicles and miscellaneous electrical appliance cord
sets. TImports of both of these product categories were largely the result of
U.S. producers' border assembly operations which utilize the provision of TSUS
item 807.00. Imports from Taiwan, predominately ignition wiring harnesses and
appliance and power cord sets for miscellaneous electrical apparatus, entered
duty free under the GSP. Much of the overall increase in imports of these
products during 1986 was attributable to the continued strength of U.S.
automotive sales and of U.S. consumer demand for various electrical and
electronic products.

John Cutchin
523-0231

Automobile trucks and truck tractors.--U.S. imports of automobile trucks
and truck tractors reached $8.1 billion in 1986, rising by 11 percent over the
$7.3 billion in 1985. 1In terms of quantity, imports of trucks increased from
1.2 million units in 1985 to 1.3 million units in 1986. Over 93 percent of
these vehicles were lightweight trucks (pickups and vans) imported from Japan
and Canada.  U.S. imports of lightweight trucks, principally from Japan, were
-up. 22 percent in 1986 compared with such imports in 1985. Virtually all of
these vehicles were gasoline powered, since the lower price of gasoline is

‘reputed to have caused a substantial decrease in demand for diesel-powered
lightweight trucks. The increase in U.S. imports from Japan, almost all of
which were pickup trucks, was, in some measure, related to the healthy U.S.
economy and the voluntary restraint agreement (VRA) on Japanese autos,
resulting in a shift to Japanese trucks.

U.S. exports of trucks 1ncreased by almost 13 percent in 1986, in terms
of units, and by 4 percent in terms of value compared with such exports in
1985. Of the 187,861 trucks exported in 1986, almost 92 percent, or 177,935
units, were destined for Canada. Saudi Arabia, the second leading export
market, received only 3,933 trucks from the United States in 1986. Most of
these trucks were gasoline-powered lightweight vehicles.

Jim McElroy
523-0258
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Passenger automobiles. 1/--The value of U.S. imports of automobiles,
including the value of imports from foreign trade zones (FTZ's), increased
from $38.6 billion in 1985 to $49.1 billion in 1986, or by 27 percent. In
terms of units, imports of automobiles, including those produced in FTZ's,

“increased from 6.5 million to 8.2 million units, or by almost 26 percent. If
imports from FTZ's are excluded, however, the increases were not as large. 1In
1986, there were 4.7 million units, valued at $45.3 billion, compared with 4.4
million units in 1985, valued at $36.4 billion, imported from outside of the
United States.

The average unit value of these automobiles (excluding FTZ imports)
increased from $8,285 in 1985 to $8,657 in 1986, or by 17 percent. Imports
from Japan, the leading source of new automobile imports since 1975, increased
from $16.2 billion in 1985 to $21.1 billion in 1986, or by 30 percent.

Canada, Sweden, the United Kingdom, Italy, Mexico, and Yugoslavia also posted
import gains over the previous year. 1In addition, imports of autos from the
Republic of Korea increased from zero in 1985 to 169,309 units, valued at
$788 million in 1986.

U.S. exports of automobiles increased by only 4 percent, rising from
$6.07 billion in 1985 to $6.34 billion in 1986. Canada continued to be the
largest export market for autos, accounting for almost 92 percent of the total
value of exports in 1986. The United States exported 638,840 automobiles,
valued at $5.8 billion, to Canada in 1986, compared with 676,155 autos, valued
at $5.7 billion, in 1985. Of the four leading export markets for
U.S.-produced automobiles, exports (in terms of units) decreased to Canada and
Saudi Arabia and increased to West Germany and Japan. The decrease to Canada,
the principal U.S. export market, was related to a decline in the Canadian
economy, resulting in a decrease in demand for both imported and
Canadian-produced autos.

Jim McElroy
523-0258

1/ The Japanese Government announced on May 1, 1981, that it would restrain
the level of automobile exports to the United States during the Japanese
fiscal year 1981 (April 1981-to March 1982) to 1.68 million units. A similar
announcement was made by the Japanese Government for fiscal years 1982 and
1983. On Nov. 1, 1983, the Japanese Government announced that it would
increase its voluntary export limit from 1.68 million to 1.85 million
automobiles during fiscal year 1984. On Mar. 18, 1985, the Japanese
Government announced that it would limit annual auto exports to the United
States to 2.3 million units, or to an increase of about 25 percent over the
previous level. On Feb. 10, 1986, the Japanese Government announced that it
would extend the VRA for 1 more year at the fiscal year 1985 level of
2.3 million units. For the seventh consecutive year, the Japanese Government
announced that it would limit auto shipments to the United States to
2.3 million units during fiscal year 1987.
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Motor-vehicle parts and accessories 1/ 2/.--U.S. imports of motor-vehicle
parts and accessories, including duty-free parts and accessories imported from
Canada under the United States-Canadian Automotive Products Trade Act (APTA),
increased by 12 percent in 1986, compared with such imports in 1985. Imports

" -during 1986 amounted to $21.2 billion compared with $18.9 billion in 1985.

Imports from Canada, the leading source of imports of motor-vehicle parts and
accessories, increased from $9.3 billion in 1985 to $9.4 billion in 1986.
Imports from Japan, the second largest source of these products, increased
from $3.5 billion to $4.5 billion, or by 29 percent. Much of the increase
from Japan was linked to the expansion of Japanese-owned automobile assembly
facilities located in the United States. U.S. imports of APTA items in 1986
amounted to $8.1 billion compared with $8.2 billion in 1985, representing a
decline of 1 percent.

Exports of motor-vehicle parts and accessories decreased from
$14.3 billion in 1985 to $13.0 billion in 1986, or by 9 percent. Exports to
Canada, the leading export market, decreased by 12 percent, largely because of
a decline in Canadian auto production. Exports to Mexico, the second largest
market, declined by 11 percent. The United States experienced a record trade
deficit of $8.2 billion in motor-vehicle parts and accessories with the world
in 1986 compared with the previous record deficit of $4.6 billion in 198S5.

Certain motor-vehicle parts.--Products contained in this group
include body stampings, bumpers, wheels, hubcaps, wheel covers, radiators,
exhaust systems, brakes and parts, shock absorbers, transmissions, and
miscellaneous motor-vehicle parts such as axles, tire valves, clutches,
universal joints, and related parts. Imports of these items increased from
$7.5 billion in 1985 to $9.0 billion in 1986, or by 20 percent, and exports
decreased from $9.1 billion to $8.1 billion, or by 11 percent. The trade
deficit in these products totaled $900 million in 1986 compared with a trade
surplus of $1.6 billion in 1985.

The primary export markets for these parts in 1986 were Canada,
Mexico, and Venezuela. Together, these countries represented $6.8 billion of
the total $8.1 billion in U.S. exports in 1986, or 84 percent. The products
in this group that accounted for the largest decrease in exports were
stampings, transmissions, brakes, and miscellaneous motor-vehicle parts.

1/ Included are motor-vehicle parts and accessories classified in schedules
1-7 of the Tariff Schedules of the United States, however, data for imports of
motor-vehicle parts from foreign trade zones are not available.

2/ During 1986, the Commission considered a number of unfair trade
complaints involving motor-vehicle parts. Preliminary affirmative antidumping
determinations were made in cases involving imports of tubeless steel disc
wheels from Brazil (investigation No. 731-TA-335) (Preliminary)); tapered
roller bearings and parts thereof, and certain housings incorporating tapered
rollers from China, Romania, Hungary, Italy, Japan, and Yugoslavia
(investigations Nos. 731-TA-341-346 (Preliminary)); and certain forged steel
crankshafts from Japan, West Germany, and the United Kingdom (investigations
Nos. 731-TA-351-353 (Preliminary)). 1In addition, a preliminary affirmative
countervailing duty determination was made in a case involving imports of
certain forged steel crankshafts from Brazil (investigation No. 731-TA-282
(Preliminary)). :
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Canada, Japan, West Germany, Mexico, and France were the principal
sources of imports in this group, accounting for $8.0 billion, or 89 percent,
of the total imports in 1986. Entries of APTA items totaled $4.2 billion in
1985 and 1986 and accounted for 56 and 47 percent, respectively, of the total
imports in 1985 and 1986.

U.S. imports of motor-vehicle engines and parts totaled $3.4 billion
in 1985 and 1986. About 41 percent of these foreign-produced engines and
parts were imported from Canada, and much of the remainder was imported from
Mexico, West Germany, Japan, and Brazil. Imports from Mexico increased from
$648 million in 1985 to $665 million in 1986, as U.S. producers have
increasingly turned to Mexico for low-cost labor for the production of engines
and other auto parts. Imports from West Germany also increased, rising from
$327 million in 1985 to $487 million in 1986. Products from West Germany are
imported to support the West German auto-manufacturing operations in the
United States.

U.S. exports of motor-vehicle engines and parts decreased in 1986,
falling from $2.5 billion in 1985 to $2.3 billion, or by 8 percent. Canada
received 65 percent of the U.S. exports of these engines and parts in 1986,
and Mexico received 12 percent.

Dennis Rapkins
523-0299

Tractors, including parts.--U.S. imports of these products rose from
$1.2 billion in 1985 to $1.3 billion in 1986, or 11 percent ($138 million).
Agricultural, wheel-type tractors accounted for about one-half of the
increase, with imports of these tractors rising from $657 million in 1985 to
$726 million in 1986. The remainder of the increase was due to imports of
nonagricultural, wheel-type tractors, which rose from $200 million in 1985 to
$254 million in 1986. Japan continued to be the leading supplier of all types
of tractors, accounting for 37 percent of total imports in 1986. The United
Kingdom and West Germany were also important suppliers, accounting for 18 and
15 percent of total imports, respectively. Imports supplied by Japan and the
United Kingdom accounted for most of the increase in tractor imports, rising
by 24 and 25 percent, respectively. Imports from Canada on the other hand
decreased by 24 percent during 1986, because the major Canadian producer
relocated significant manufacturing facilities to the United Kingdom in order
to reduce production costs and avoid the European Community's high tariffs on
imports of tractors. The increase in the value of U.S. imports of tractors
was attributable to a product shift toward higher priced tractors as well as
to price increases due to the declining value of the U.S. dollar relative to
the currencies of major U.S. trading partners. The quantity of tractors
imported remained relatively unchanged.

Dennis Fravel
523-0411

Forklift trucks and parts.--U.S. imports of forklift trucks and parts 144
increased from $546 million in 1985 to $674 million in 1986, representing a
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gain of 24 percent. Japan and the United Kingdom supplied almost 62 percent
of total imports in 1986. Much of the increase in imports was accounted for
by rising shipments of U.S.-designed trucks built in Scotland. Additionally,
imports of smaller, less expensive forklifts from the Republic of Korea also
rose.

Exports of forklift trucks and parts grew by only 4 percent in 1986, to
$263 million from $252 million in 1985. Canada, the United Kingdom, and
Mexico were important foreign markets in 1986. The trade deficit in this
product area increased from $293 million in 1985 to $411 million in 1986, or
by 40 percent.

Debby Ladomirak
523-0131

Articles covered by the Civil Aircraft Agreement. 1/--U.S. imports of
articles covered by the Civil Aircraft Agreement were valued at $6.7 billion
in 1988 compared with $5.4 billion in 1985, representing an increase of 24
percent. Industry sources attribute the rise to the continued usage of
foreign-built engines and components in U.S.-built aircraft, as well as to
increased deliveries of smaller foreign transport airplanes. U.S. exports
also rose, from $12.3 billion in 1985 to $13.7 billion in 1986. As a result,
the U.S. trade balance under the Civil Aircraft Agreement increased from a
surplus of $6.9 billion in 1985 to a surplus of $7.0 billion in 1986. Flight
simulators and parts and new civil airplanes showed the most significant
changes in trade activity.

U.S. imports of flight-simulating machines and parts rose from $35 million
in 1985 to $91 million in 1986, or by 164 percent. The majority of the
increase was accounted for by a sevenfold increase in imports of simulators
for large transport aircraft from Canada. U.S. exports of simulators and
parts increased, rising by 53 percent, to $63 million in 1986.

U.S. imports of new civil airplanes rose from $1.4 billion in 1985 to
$1.8 billion in 1986, representing an increase of 29 percent. Single-engine -
airplane imports grew from $1.4 million in 1985 to $8.0 million in 1986, and
commuter and business aircraft imports increased from $668 million in 1985 to
$1.0 billion in 1986. Deliveries of British, Canadian, and French airplanes
ordered in 1985 accounted for most of the increase in imports. Exports of new
civil airplanes also increased, rising to $6.8 billion in 1986 from
$5.9 billion in 1985, Japan, Australia, and West Germany were important
export markets for these aircraft in 1986.

:Debby Ladomirak
' 523-0131

1/ Included are aircraft parts and accessories classified in schedules 5
through 7 of the Tariff Schedules of the United States. 145
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Miscellaneous Manufactures 1/

_ The 1986 trade deficit in the miscellaneous manufactures sector,
increasing twelvefold since 1983, rose by 36 percent to $13.9 billion compared
with the level of a year earlier (table 23, fig. 9). Imports of merchandise
included in this sector rose by $4.5 billion, or by 18 percent, to
$29.7 billion. The growth in imports more than offset the 5-percent increase
in exports, which reached $15.8 billion in 1986, thus continuing the trade
deficit in this product sector. The relatively stable U.S. economy coupled
with the continued desire for competitively priced consumer goods
characteristic of imported items in this product sector contributed to the
growing trade deficit.

Industries experiencing climbing trade deficits in this sector in 1986
included magnetic recording media, which nearly quadrupled during 1984-86,
from $217 million to $796 million; furniture, which rose by 82 percent to
$3.6 billion; toys (except stuffed toys), which increased by 57 percent to
$1.3 billion; dolls and stuffed toys, which grew by 46 percent to :
$1.1 billion; and jewelry, which increased by 45 percent to $2.5 billion.

The largest trade surpluses among categories within the miscellaneous
manufactures sector were in articles used to measure or check electrical
quantities, valued at $1.4 billion in 1986; followed by ammunition and
munitions, wvalued at $881 million; and articles for physical and chemical
analysis, valued at $662 million.

U.S. bilateral trade

Reflecting past trends, the principal sources of U.S. imports of
miscellaneous manufactures in 1986 were, by value and share, the European
Community (EC) ($7.9 billion, 27 percent), Japan ($6.5 billion, 22 percent),
and Taiwan ($4.2 billion, 14 percent). These sources together accounted for
63 percent of total imports in this sector in 1986, the same percentage as
that reported in 1984 and 1985. Merchandise imported from these sources
consisted largely of furniture, photographic equipment, recording media,
jewelry, measuring instruments, scientific and medical instruments, toys,
sporting goods, watches, dolls, and wheel goods.

The leading export markets for this sector, by value and share, were the
EC ($4.9 billion, 31 percent), Canada ($1.9 billion, 12 percent), and Japan
($1.8 billion, 11 percent). More than one-half of total U.S. exports of
miscellaneous manufactures were shipped to these countries in 1986.
Scientific and medical instruments, photographic equipment, recordings and

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 nonenumerated products) except pts. 1(a), 1l(b), 1(c), 12,

175
and 13(b).
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recording media, and ammunition and munitions were the major export items,
followed to a lesser extent by furniture, sporting goods, and toys.

In the miscellaneous manufactures sector, the United States maintained

- bilateral trade surpluses with OPEC and India. The trade surplus with Canada
of $169 million in 1985 deteriorated into a trade deficit of $81 million in
1986. The deficit with Japan, by far the largest, increased by 14 percent to
$4.8 billion. Other bilateral trade deficits exceeding $1.0 billion in 1986
were recorded with Taiwan at $4.0 billion, up by 25 percent from 1985; the EC
at $3.0 billion, up by 28 percent; Hong Kong at $1.7 billion, up by 9 percent;
and the Republic of Korea (Korea) at $1.6 billion, up by 34 percent.

Commodity analyses

Optical goods.--The U.S. trade deficit in optical goods declined by
19 percent in 1986 to $256 million from $315 million in the previous year.
Imports of such goods rose by only 7 percent in 1986 to $839 million after
increasing by 23 percent in 1985. Exports, which amounted to $583 million in
1986, were up by 24 percent over the prior year.

For the second straight year, a substantial portion (45 percent) of the
increase in exports of optical goods was due to a rise in exports of optical
instruments and appliances, including telescopic sights for firearms, and
infrared telescopes and binoculars, to unidentified destinations. A doubling
of exports of optical fibers and cable, from $34 million to $68 million, also
contributed significantly to the improvement in the U.S. trade balance in
optical goods. West Germany and Canada represented the most important markets
for optical fiber and cable, together accounting for 51 percent of U.S.
exports of such products. The initiation of a joint-manufacturing venture in
West Germany by a major U.S. fiber producer and a large West German
electronics firm resulted in a large increase in exports of optical fibers to
that country in 1986.

Christopher Johnson
724-1730

Medical goods.--In 1986, the U.S. trade surplus in medical goods
continued its decline of the past several years, despite a healthy l4-percent
increase in exports to $2.5 billion from $2.2 billion in 1985. This is
because imports rose even faster than exports, increasing by 27 percent to
$2 billion in 1986. The overall trade surplus, which amounted to $513 billion
in 1986, represented a 20-percent deterioration over the previous year.

A 28-percent increase in imports of electro-medical apparatus to
$684 million in 1986, and a 19-percent increase in imports of x-ray equipment
to $603 million over the prior year, were the factors most directly
responsible for the worsening trade balance in medical goods. Despite a
relative decline in the value of the U.S. dollar versus the Japanese yen, U.S.
imports of electro-medical apparatus of all types from Japan continued to 178
compete successfully in the U.S. market, rising by 36 percent in 1986 to
$206 million. Imports from West Germany, the United Kingdom, and the
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Netherlands also accounted for significant portions of overall imports of such
goods in 1986, supplying the U.S. hospital market with advanced technology
like the West German extracorporeal shock wave lithotripter.

U.S. exports improved in all major categories of medical, dental, and
veterinary products. The most noticeable improvement was a l12-percent
increase in exports of dental instruments and parts, from $114 million in 1985
to $127 million in 1986, after registering declines during each of the
previous two years. Canada, Japan, and West Germany continued to be the
largest export markets for U.S.-made dental equipment, accounting for
$51 million, or almost 40 percent of total exports in 1986, as U.S.
manufacturers increased their efforts in selling in overseas markets to
compensate for problems in marketing in an increasingly maturing and sluggish
U.S. market.

Christopher Johnson
724-1730

Scientific instruments.--The U.S. trade surplus for scientific
instruments amounted to $2.5 billion in 1986, down 14 percent from a surplus
of $§2.9 billion in 1985. The declining U.S. trade position can be attributed
to a 19-percent increase in U.S imports (from $2.3 billion to $2.7 billion),
whereas exports grew by less than 1 percent (from $5,213 million to
$5,215 million).

The value of U.S.imports of apparatus and parts for measuring, checking,
or controlling liquids, gases, or temperature, one of the three major
instrument groups exhibiting substantial growth, increased from $500 million
in 1985 to $657 million in 1986, or by 31 percent; drawing, marking-out and
mathematical calculating instruments, and other measuring and checking
instruments rose by 17 percent, from $726 million to $847 million; and
surveying, hydrographic, navigational, meteorological, hydrological, and
geophysical instruments, and parts, grew from $318 million to $403 million, or
by 27 percent. The increase in U.S. imports was primarily due to improved
economic conditions in the United States, the availability of a growing number
of competitive and quality foreign-made articles, and the establishment of an
increasing number of after-sales service facilities in the United States by
foreign manufacturers. Japan was the largest source, supplying 24 percent of
total U.S. imports in 1986, followed by West Germany, 16 percent; Canada,

15 percent; and the United Kingdom, 14 percent. GSP imports grew by

20 percent, to $181 million in 1986; the largest suppliers from the developing
countries were Mexico, which accounted for 5 percent of total U.S. imports in
1986, and Taiwan, which supplied 3 percent.

U.S. exports of scientific instruments in 1986 remained at the same level
as in the preceding year. A number of factors have contributed to the lack of
growth in U.S. exports. Foremost was increased overseas competition brought
about by the rise in the number of foreign manufacturers capable of producing
competitive state-of-the-art articles. Major instrument groups showing
declines in the value of U.S. exports in 1986 were surveying, hydrographic, 179
navigational, meteorological, hydrological, and geophysical instruments, which
fell by 6 percent, to $963 million, and apparatus for measuring, checking, or
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controlling liquids, gases, or temperature, which declined by 3 percent, to
$1,112 million. However, exports of instruments for physical or chemical
analysis increased by 7 percent to $937 million; this instrument group
includes a high percentage of advanced technology products for which there has
been a rising demand with the United States being the most prominent source.
In terms of value, Canada was the largest market for scientific instruments,
accounting for 12 percent of total U.S. exports in 1986, followed by Japan,

11 percent; the United Kingdom, 10 percent; and West Germany, 8 percent. The
largest markets in the developing countries were China (5 percent), and Korea
and Taiwan (3 percent each). '

Ruben Moller
724-1732

Horological Devices.--The U.S. trade deficit in horological devices
increased from $1.3 billion in 1985 to $1.4 billion in 1986, or by
13 percent. This was the result of a $109 million, or ll-percent, increase in
U.S. imports, from $1.0 billion in 1985 to $1.1 billion in 1986, coupled with
a $1 million, or 2-percent, decrease in U.S. exports, from $84.0 million in
1985 to $82.6 million in 1986. ‘

Imports of watches and watch movements increased $109 million, or
11 percent, from $1,020 million in 1985 to $1,130 million in 1986. They
represented 76 percent of the value of total imports of horological devices in
1986. Japan was the number one supplier in terms of value of watches and
watch movements shipped to the United States with $364 million in exports;
Hong Kong retained its number one position in terms of quantity with 95
million units.

According to industry sources, the demand for watches continues to be
strong as manufacturers and importers, in their promotion efforts, show them
as fashionable articles. Further, similar promotion efforts by the clock
industry is increasing demand for clocks for decorative purposes.

Brian Garbecki
724-1731

Photographic equipment and supplies.--The negative trade balance in
photographic equipment and supplies increased by 49 percent, from a deficit of
$450 million in 1985 to a deficit of $685 million in 1986. The marked
increase in this deficit occurred despite a 12-percent increase in U.S.
exports, from $1.6 billion in 1985 to $1.8 billion in 1986, as U.S. imports
rose by 21 percent, from $2.0 billion in 1985 to $2.4 billion in 1986.

Imports of photographic cameras, film, and paper, the largest components
of these items, increased from $1.7 billion in 1985 to $2.0 billion in 1986,
or by 20 percent. The increase in trade of these articles is a result of the
introduction of several new models of 35mm SLR and non-SLR cameras featuring
automatic functions. Japan maintained its position as the leading supplier of
photographic equipment and supplies in 1986. 180
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The value of U.S. exports of photographic equipment and supplies
increased from $1.6 billion in 1985 to $1.8 billion in 1986, or by
12 percent. The value of photographic film and paper increased by 7 percent,
from $1.1 billion in 1985 to $1.2 billion in 1986, as these goods became more
competitive in foreign markets. Principal export markets for U.S.-produced
photographic equipment and supplies in 1986 were Japan, the United Kingdom,
France, and Canada.

Cynthia Scott
724-1729

Phonograph records, related sound recordings, video and magnetic
recordings, and blank magnetic recording media.--The U.S. negative balance of
trade in phonograph records, related sound recordings, video and magnetic
recordings, and blank magnetic recording media increased by 57 percent, from a
deficit of $457 million in 1985 to a deficit of $718 million in 1986, as U.S.
imports rose by 36 percent, reaching $1.7 billion in 1986.

Imports of magnetic video tape, sound recordings, and blank magnetic
recording media, which account for the predominant share of the total,
increased by 39 percent, from $1.2 billion in 1985 to $1.7 billion in 1986.
Continued strong demand for these items reflects the success of video and
audio recording devices in the U.S. market. Japan, Korea, and Hong Kong were
the chief suppliers of these imports. Exports increased 24 percent, from
$817 million in 1985 to $1.0 billion in 1986. Much of the overall increase
resulted from a 24-percent increase in exports of sound recordings and blank
magnetic recording media. Canada, Japan, and the United Kingdom were the
principal export markets for U.S.-produced phonograph records, related sound
recordings, video and magnetic recordings, and blank magnetic recording media.

Cynthia Scott
724-1729

Musical instruments, parts, and accessories.--The U.S. trade deficit in
musical instruments, parts, and accessories increased by 40 percent, from
$397 million in 1985 to $556 million in 1986.

U.S. imports of musical instruments, parts, and accessories rose from
$494 million in 1985 to $671 million in 1986, or by 36 percent. Japan,
Taiwan, and Korea were the leading suppliers of U.S. imports of such articles
in 1986, and together accounted for 81 percent of the value of total imports.
Imports of musical instruments alone increased by 37 percent, from
$411 million to $563 million during the period. The continued popularity of
electronic keyboard instruments, manufactured principally in the Orient, was a
major factor in this increase. Imports of electronic organs and keyboards
more than doubled (up by 106 percent) from $84 million in 1985 to $173 million
in 1986. The value of imports of pianos rose from $98 million to $121 million
during the period, principally as a result of a rebound in the market for 13l
traditional instruments in general and pianos in particular.
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U.S. exports of musical instruments, parts, and accessories grew from
$97 million in 1985 to $115 million in 1986, or by 18 percent. Japan, the
United Kingdom, Canada, and West Germany were the major markets, together
. accounting for 50 percent of such exports in 1986. The rise in exports was
due, in large part, to a favorable realignment of the U.S. dollar vis-a-vis
other major currencies, and to more effective marketing by U.S. musical
instrument manufacturers.

Richardo Witherspoon
724-0978

Furniture.--U.S. imports of furniture rose by 22 percent in 1986 compared
with 1985, from $3.3 billion to $4.1 billion. Principal sources continued to
be Canada and Taiwan, followed by Italy. Imports from Canada topped
-$1 billion for the first time and accounted for one-quarter of the total
imports. However, nearly one-half of these imports were of automotive
furniture. Taiwan and Italy showed the greatest rates of increase at
39 percent and 30 percent, respectively. Together, Canada and Taiwan
accounted for nearly 50 percent of total U.S. imports of furniture.

Imports of furniture of wood increased by 19 percent to $1.9 billion,
accounting for 46 percent of total imports. Taiwan was by far the leading
source, supplying $558 million, more than double the amount imported from the
second leading source, Canada. Imports of metal furniture, the second largest
category, increased by 26 percent in 1986 to $967 million. Taiwan and Canada
were the two primary sources, together accounting for 55 percent of imports of
metal furniture in 1986. Imports of convertible sofas, sofa beds, and similar
dual-purpose sleep furniture more than doubled in 1986 over 1985, rising from
$13 million to $29 million. Imports of convertible sofas, sofa beds, etc.,
from Canada, the leading source, totaled $14 million in 1986, more than
imports from all sources in 1985.

Overall exports of furniture declined only slightly from 1985 to 1986,
falling by 1 percent, from $518 million to $511 million. Exports to Canada,
the leading market, increased by 5 percent, from $123 million to $129 million
after declining between 1984 and 1985. Mexico was the second largest market
in 1986 at $96 million. Exports to Saudi Arabia continued to fall sharply,
totaling only $30 million in 1986 after peaking at $169 million in 1982.
Exports of wood furniture declined by 8 percent to $141 million in 1986,
whereas exports of metal furniture remained virtually unchanged, edging upward
from $145 million to $146 million. Exports of furniture designed for
motor-vehicle use, after increasing from 1983 to 1985, also did not change
from 1985 to 1986, remaining at $111 million.

Rhett Leverett
724-1725

Small arms and parts.--U.S. exports of small arms and parts reversed the
trend of the previous year and decreased by 44 percent to $123 million in 182
1986. Most of this decrease was accounted for by a 51-percent decrease in
military export to $93 million. '
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U.S. imports of small arms and parts continued to increase in 1986,
rising by 15 percent to $241 million. A 31l-percent growth in imports of
pistols and revolvers, a 1l6-percent increase in rifle imports, and a
20-percent increase in shotgun imports contributed to most of the expansion in
‘imports of small arms and parts. Japan continued to be the principal
supplier; U.S. imports of small arms and parts from Japan climbed by
10 percent in 1986 to $76 million.

The reduction in U.S. exports as well as the rise in imports contributed
to the shift in the trade balance from a surplus of $11 million in 1985 to a
deficit of $117 million in 1986.

Linda Linkins
724-1745

Ammunition and munitions.--U.S. imports of ammunition and munitions grew
by 94 percent to $128 million in 1986. Most of this increase was accounted
for by the 136-percent rise in munitions and parts to $84 million. Imports of
munitions and parts from Canada and Italy, the top two suppliers, increased by
125 percent and 8,547 percent, respectively.

U.S. exports decreased by 14 percent during 1986 to $1 billion. A
l4-percent decline in military exports to $980 million was the principal cause
for this reduction. Although this decline was fairly moderate, the decrease
in exports combined with the rapid rise in imports resulted in a 20-percent
drop in the U.S. trade surplus to $881 million.

Linda Linkins
724-1745

Sporting goods.--The U.S. trade deficit in sporting goods expanded by
18 percent in 1986 over that in 1985, from a little over $0.9 billion to
nearly $1.1 billion. Imports rose by 17 percent (from $1.2 billion to
$1.4 billion), offsetting the l4-percent increase in exports (from
$290 million to $330 million). Combined, imports from Taiwan, Korea, and
Japan grew by 20 percent in 1986 over the previous year (from $800 million to
$960 million). Taiwan remained the leading supplier of sporting goods in
1986, accounting for 40 percent of the total, followed by Korea and Japan,
with shares of 17 percent and 10 percent, respectively.

The steepest rise in imports of sporting goods from 1985 to 1986 involved
exercise-equipment and golf equipment. Together these products accounted for
28 percent of total sporting goods imports in 1986 and 64 percent of the
increase in sporting goods imports for that year. The 45-percent increase in
exercise-equipment imports from 1985 to 1986, from $168 million to
$244 million, reflects that U.S. consumers were becoming both increasingly
interested in improving or maintaining their physical well-being and that
foreign producers were quick to respond to this market by offering fairly new, ..
products at relatively low prices. Approximately 43 percent of exercise
equipment imports in 1986 consisted of exercise-cycles, which grew from
$68 million in 1985 to $105 million in 1986, or by 55 percent. During both
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1985 and 1986, more than 60 percent of exercise cycle imports were produced by
Taiwan.

Golf-equipment imports increased from $106 million in 1985 to
$159 million in 1986, or by 49 percent. About two-thirds of the increase in
golf-equipment imports were reported in golf club heads. Over 90 percent of
the imports of golf club heads in 1986 were from Taiwan. U.S. imports of golf
club heads increased because the production of golf club heads is labor
intensive, thereby allowing low-labor rate countries, such as Taiwan, to offer
club heads to U.S. producers of finished golf clubs at prices below U.S. costs
of production for these heads.

Pamela J. McGuyer
724-1746

Bicycles.--U.S. imports of bicycles climbed by 30 percent in quantity
(from 6.6 million to 8.6 million units) and by 31 percent in value (from
$351 million to $458 million) from 1985 to 1986. Taiwan and Japan remained
the dominant suppliers in 1986, accounting for 85 and 7 percent, respectively,
in quantity and 74 and 17 percent, respectively, in value. However, Taiwan'’s
share in both quantity and value expanded, and that for Japan decreased, with
Taiwan's share increasing by an amount equal to decreases in Japan’s share.
The increased value of the yen compared with that of the U.S. dollar put
pressure on the prices of Japanese bicycles, contributing to a 25-percent
increase in the average unit value of bicycles from Japan. Sources indicate
that some Japanese producers are increasing their procurement of parts from
Taiwan and Korea to lower costs, and some are purchasing bicycles at the lower
end of their lines from Taiwan for sale in the United States under their brand
names. In addition, the quantity of bicycles from Korea increased by about
60 percent and nearly equaled the quantity supplied by Japan. However, Korea
supplied only 5 percent of the value of U.S. imports in 1986.

Imports of bicycles having one or both wheels over 25 inches in diameter
grew by 27 percent from 1985 to 1986 (from 3.4 million units to 4.3 million
units) compared with a 34-percent increase for smaller bicycles (from
3.2 million units to 4.3 million units). The smaller bicycles accounted for
just over 50 percent of total imports of bicycles, in terms of quantity, in
1986, and 35 percent, in terms of value. Thus, the quantity of imported
smaller bicycles exceeded for the first time ever the quantity of imported
larger bicycles. However, it should be noted that so-called sidewalk bicycles
designed as starter bicycles and used primarily for offroad purposes accounted
for 55 percent of the increase in smaller bicycles and 30 percent of the
increase in total imports of bicycles. Imports of sidewalk bicycles increased
by about 60 percent from 1985 to 1986, from 995,000 units to 1.6 million
units. Both U.S. producers and importers are supplying the demand created by
the echo mini baby-boom which is occurring as the baby boom era parents have
children. The estimated penetration by imports of the U.S. market for
bicycles, other than sidewalk bicycles, increased from 49 percent in 1985 to
57 percent in 1986. . 184

Carl Seastrum
724-1733
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Parts of bicycles.--U.S. imports of parts of bicycles increased from
$128 million in 1985 to $159 million in 1986. This followed a decrease of
6 percent, or $136 million, from 1984 to 1985. A large share of the market
for imported parts is accounted for by domestic producers and assemblers of
complete bicycles. Estimated U.S. producers’ shipments of bicycles decreased
by 9 percent during 1985-86, from 5.8 million units to 5.3 million. It is
believed that the value of U.S. imports of parts of bicycles increased despite
the decline in shipments for several reasons. First, Japan was the principal
supplier of such parts; its share increased from 51 percent to 54 percent from
1985 to 1986, respectively. The value of such imports increased by 34 percent
during the same time, from $65 million to $87 million. It is believed that
much of the increase in value occurred because of the increase in the value of
the yen versus that of the dollar. Furthermore, because imports of complete
bicycles are now capturing such a large share of the U.S. market, 49 percent
in 1985 and 57 percent in 1986, the replacement market for parts is becoming
increasingly important. Thus, overall, in real quantity terms, imports of
parts from Japan probably changed little, or were up slightly, from 1985
levels. 1In contrast, imports of parts of bicycles from Taiwan, the second
largest supplier, increased in value from 1985 to 1986, from $28 million to
$34 million, and probably increased in real terms as well because such parts
were considerably lower in price than those from Japan. Also, Taiwan supplied
over 75 percent of U.S. imports of bicycles in recent years, suggesting that
the repair-parts market for those bicycles is growing, both for parts from
Taiwan and from Japan--a large supplier of parts for bicycles produced in
Taiwan. Taiwan's share of U.S. imports of parts of bicycles, on a value
basis, slipped from 22 percent to 21 percent.

Carl Seastrum
724-1733

Children'’s vehicles.--U.S. imports of children’s vehicles increased
rapidly from 1985 to 1986, from $86 million to $121 million. Such imports
also increased without interruption from $22 million in 1982 to $63 million in
1984. Most of this growth from 1982 to 1985 is explained by a sharp rise in
imports of baby carriages, baby strollers, and parts thereof, especially from
Taiwan; such imports accounted for 29 percent of the total increase in 1986,
However, in 1986, the largest growth came in self-propelled children’s
vehicles, such as tricycles, scooters, wagons, pedal cars, and similar
articles, from $15 million to $37 million, or 63 percent of the overall
increase. Taiwan also dominated this category. Total U.S. imports of
children’s vehicles, baby carriages, and parts thereof from Taiwan grew from
$61 million in 1985 to $93 million in 1986, amounting to 71 and 77 percent,
respectively, of total imports. Baby carriages, baby strollers, and parts
thereof accounted for 86 percent of total U.S. imports of children'’s vehicles
from Taiwan in 1985 and 66 percent in 1986. These imports consisted mostly of
inexpensively to moderately priced strollers. After having increased rapidly
from 1981 to 1984, U.S. imports of children’s vehicles from Japan decreased
from $10 million in 1984 to $9 million in both 1985 and 1986 and largely
consisted of fairly expensive strollers. Reportedly, Taiwan has also begunlgp
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penetrate the lower end of the expensive stroller market. It should also be
noted that U.S. imports of children’s vehicles, mostly strollers from Mexico,
rose from $38,000 in 1984 to $1.5 million in 1985 and declined to $1.3 million
. in 1986.

Carl Seastrum
724-1733

Toys, models, and dolls.--The U.S. toy market experienced mixed growth in
1986, with imports of dolls and stuffed toys rising by 13 percent to
$1.1 billion, but imports of toys and models rising by only 1 percent to
$1.5 billion. U.S. exports also showed mixed results, with exports of toys
and models declining by 4 percent to $173 million in 1986 and exports of dolls
and stuffed toys increasing by 13 percent to $10 million. The trade deficit
in dolls and stuffed toys increased to $1.1 billion in 1986, or by 13 percent
over the deficit in 1985. The deficit in toys and models rose by 2 percent to
$1.3 billion. :

Korea, Taiwan, Hong Kong, and China remained the primary sources of
imports of dolls and stuffed toys, accounting for 93 percent of the value of
those imports in 1986. Korea, however, replaced Taiwan as the number one
supplier because of the growth in imports of stuffed toys, for which Korea is
the preeminent supplier. Imports of dolls, doll parts, and doll clothing
alone declined by 14 percent from 1985 to 1986 as the U.S. mania for certain
popular stuffed dolls cooled. Hong Kong, Taiwan, and Japan were the primary
sources of imports of toys and models, accounting for 26 percent, 17 percent,
and 12 percent, respectively, of the total value of imports in 1986. China
continued to grow as an important supplier of toys and models, accounting for
imports of $141 million in 1986, up from 54 million in 1985. Imports of dolls
and stuffed toys from China were valued at $199 million in 1986.

Mark D. Estes
724-0977

Jewelry.--The U.S. trade deficit for jewelry increased from $2.3 billion
in 1985 to $2.5 billion in 1986, or by 9 percent. The worsening trade balance
was the result of a $254 million, or 10-percent, increase in U.S. imports,
outweighing a $54 million, or 30-percent, increase in U.S. exports. The
primary stimulus for the rise in the deficit was the continued popularity of
low cost imported jewelry.

Jewelry categories that showed the most significant increases in imports
were precious metal, by $263 million, up by 15 percent; and coral, cameos,
beads, bugles, and spangles, up by $26 million, or 32 percent. The leading
U.S. supplier of jewelry continued to be Italy, accounting for $1,058 million,
or 38 percent, of total U.S. jewelry imports in 1986. Hong Kong and Japan
were the second and third leading suppliers, respectively. Imports from
Thailand showed the most significant increase in 1986, with a rise of 186
155 percent, from $48 million in 1985 to $123 million. Another significant
increase occurred in imports from the Dominican Republic, principally entered
under TSUS item 807.00, which rose by 56 percent, from $41 million in 1985 to
$64 million. :
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U.S. exports of jewelry increased by $54 million, or by 30 percent in
1986. Exports of precious metal jewelry increased by $35 million, or by
31 percent, whereas exports of costume jewelry increased by $21 million, or by
35 percent, over their 1985 levels. The major U.S. market for jewelry
continued to be Switzerland, which received shipments of $58 million in 1986,
representing an increase of 17 percent over the total for 1985. Japan and the
Dominican Republic were the second and third leading jewelry markets.

Brian Garbecki
724-1731

Pens, mechanical pencils, and parts.--Reversing a trend begun in 1981,
U.S. exports of pens, mechanical pencils, and parts increased by 11l percent,
from 1985 to 1986, to $74 million. Canada continued as the most important
foreign market, accounting for 18 percent of total U.S. exports. The growth
in U.S. exports was outstripped by a rise in U.S. imports, however, resulting
in a 37-percent increase in the trade deficit, from $98 million to
$135 million.

Imports climbed by 26 percent, to $209 million in 1986. Japan was the
most important supplier, accounting for 60 percent of total imports in 1986.
Japan continued to be the dominant supplier for all types of pens, mechanical
pencils and parts, reaping the benefits of its leadership in research and
product development.

Linda Linkins
724-1745

187 .
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