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SUMMARY

The deterioration in the U.S. trade balance that began in the
mid-1960's and continues to the present is the worst sustained
performance in a century. Our merchandise exports were one-third
greater than our merchandise imports in the first half of the 1960's,
but only 10 percent greater in the last half, and were actually about
one percent less in 1970-71. The causes of this poor showing have
been variously described as inflation, escalating labor costs, reduced
productivity, the spread of technology abroad, activities of multi-
national companies, and changes in the structure of the American
economy. These causes overlap to some extent. They can be summed up
in a loss of American competitiveness compared with other major indus-
trial countries.

There has’ been much debate on the causes for our waning trade
balance. Some observers have contended that domestic inflation has
priced us out of the markets abroad and caused the sale of many im-
ported goods to accelerate. Others have given equal weight to changes
thét have taken place over time in the structure of ocur economy,
pointing to the greater growth of services than of manufacturing since
1960. Some have noted that other countries are beginning to catch up
with the United States in industrial application of technology. A few
believe that activities of the multinational companies tend to replace
some American exports, as well as jobs, and to increase our imports.

This paper takes a particularly hard look at the two causes most

(1)



frequently mentioned--inflation and changes in the economy--and
considers briefly the impact of techmology and of the multinational
companies on our trade balance.

It is clear that ;nflation has been a suBstantial factor in our
loss of competitiveness. In the postwar period generally the U.S.
suffered less inflation than the industrial countries of Western
Europe and Japan, maintained rates of productivity increase that
equalled or exceeded those abroad, and kept intact a strong position
for its goods in international markets. This favorable picture
changed rapidly after 1965. Three major price series tell the story:
(1) Wholesale prices of U.S. manufactured goods were stable during
196C~64 but jumped by 12 percent in 1965-69, the steepest climb in
this price index for any other industrial country except Canada.
(2) The index of prices for U.S. industrial raw materials actually
fell by 3 percent during 1060-64, but moved up by 10 percent during

1965-69. OCther in rial countries straddled the U.S. experience of
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1965-69; some fared worse, some better. (3) The index of prices for
exports of U.S. manufactured goods rose only 1 percent in 1960-64, but
advanced by 1% percent in 1965-69. No other major industrial countries
excaept the U.X. and Canada had such large increases in their export

-f the decade. Thus, cther countries were more
succeseful than the U.S. in holding down inflation during the last half

hermore, the U.S. move irom a favorabie price

positicn in the first half of the decade to an unfavorable position in

e

s gecomd half made comparison with other countries even worse.

x
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Coupled with U.S. inflation since 1965 has been a fall off in
labor productivity. The rate of productivity gain in U.S. manufac-
turing was only half as large in 1965-69 compared with 1960-64,
whereas for most industrial countries productivity gain was greater
in the last half than it was in the first half of the decade. Unit
labor costs in 1965-69 increased by 16 percent in the U.S., 10 percent
in West Germany, 3 percent in France, 2 percent in Japan, and declined
by 3 percent in the U.K.

The other substantial factor affecting U.S. competitiveness in-
volves a rather subtle change in those characteristics of U.S. industry
that are measures of competitive strength., These characteristics in-
clude labor skill, low average product age, product differentiation,
and scale economies. U.S. exports tend to be concentrated in industries

with these characteristics, especially industries with large diverse

o
~ier

'Mproduct lines and rapid market growth. However, changes in trade
performance during the 1960's indicate a weakening influence of most of
these indicators of our competitive strength.

The reverse is true of imports. The U.S. market has been penetrated
by imported goods that embody skilled labor and a decline in average
product age, and that depend on scale economies, industrial concentration
and greater product differentiation. Western Europe and Japan have
greatly increased the size of their capital plant,‘the skill of their
labor, and the expertise of their marketing, all of which has made it

much easier for them to compete in the American market.

(iii)



Finally, our research (1) indicates, tentatively, that some
American industries with heavy overseas investment have contributed
most to U.S. exports and have had the least impact on the upsurge
of U.S. impor;s; and‘(Z) indicates that the‘level of export perform-
ance of certain individual American industries is closely associated

with expenditures on research and development.

(iv)



COMPETITIVENESS OF U.S. INDUSTRIES

PART I

A STUDY OF THE INFLUENCE OF PRICES,
WAGES, PRODUCTIVITY, AND INCOMES

ON U.S. FOREIGN TRADE PERFORMANCE






Recent trends in U.S. foreign trade

Total imports, exports, and balance of trade

The decade of the 1960's witnessed a rapid growth in U.S. imports,
from $15.1 billion in 1960 to $36.0 billion in 1969, an average annual
gain of 10.2 percent. By contrast, in the previous decade imports in-
creased from $9.0 billion in 1950 to $15.7 billion in 1959, an average
annual gain of 6.4 percent. Imports acceleraﬁed most rapidly in the
5-year period 1965-69, as shown below:

Average annual per-
centage increase

1950-55 5
1955-59 T.
T
3

1960-65
1965-69 1

Total imports continued to increase in 1970 and reached $L40 billion,
although the percentage gain ffom the year before--1l.percent-- was
below the average annual advance of 1965-69.

Exports also trended upwards in 1960-69, from $19.7 billion in
1960 to $37.3 billion in 1969. This was an averagé annual rate of
gain of 7.4 percent, somewhét above the increase of the previous decade,

5.7 percent, but well below the rate of gain in imports. However, exports



Table l.--United States exports and imports and merchandise balance, 1930-T70

(Millions of dollars)

: o : —/: Merchandise : _ : ¢ Merchandise
Year 3 - « Imports 2/: trade Year : ¢ Imports 2/ trade

. ports 1/; : balance 3/ ; Ports 1. _/: balance 3/
1930--: 3,843 : 3,061 ¢ 782 § 1950--: 9,997 : 8,954 : 1,043
1931--:  2,u2h = 2,091 ;- 333 } 1951--: 13,973 : 11,009 : 2,90L
1932--: 1,611 : 1,323 : 288 § 1952--: 13,205 : 10,817 : 2,388
1933--: 1,675 @ 1,450 : 225 | 1953--: 12,26k : 10,98k : 1,280
1934--: 2,133 1,655 : 478 § 1954--: 12,857 : 10,371 2,486
1935--: 2,283 ¢ 2,048 235 ¥ 1955--: 14,298 : 11,566 : . 2,732
1936--: 2,456 : 2,422 34 } 1956--: 17,343 : 12,905 4,438
1937--: 3,349 3,08k ¢ 265 § 1957--: 19,516 : 13,418 6,098
1938--: 3,094 : 1,960 : 1,134 § 1958--: 16,375 : 13,392 : 2,983
1939--t 3,177 @ 2,318 : 859 § 1959--: 16,k26 : 15,690 : 736
1940--:  L,021 : 2,625 : 1,396 § 1960--: 19,659 : 15,073 : 4,585
1941--2  5,1h47 : 3,345 ¢ 1,802 § 1961--: 20,226 : 14,761 5,465
1942--: 8,079 : 2,745 = 5,335 § 1962--: 20,986 : 16,46k : L, 522
1943--2 12,965 : 3,381 = 8,584 § 1963-~-: 22,L67 : 17,207 5,260
194l--2 14,259 : 3,919 10,339 § 1964--: 25,832 : 18,749 7,083
1945--3 9,806 : b,1h7 5,650 § 1965--: 26,751 ¢+ . 21,429 : 5,322
1946--2 9,738 : L,ok2 : 4,796 § 1966--: 29,490 : 25,018 : 3,872
19h7--2 14,430 5,755 ¢ 8,676 § 1967--: 31,030 : 26,889 : 4,11
1948--2 12,653 : 7,124 5,529 § 1968--: 34,063 : 33,226 : 837
1949--: 12,051 : 6,622 : 5,429 | 1969--: 37,332 : 35,043 : 1,289

. : : 1970--: k2,662 : 39,953 2,699

1/ Includes re-exports; excludes military grant aid beginning 1945,

2/ General imports.

;/ Exports excluding military grant aid valued f.a.s. port of export less imports
valued generally at the market value in the foreign country. The import values thus
exclude transportation costs (such as ocean freight and marine insurance) and the U,S.
import duty.

Source: Foreign Commerce and Navigation of the United States; Bureau of International
Commerce, U.S, Department of Commerce.
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in 1970 increased to $42.7 billion, a 1L percent gain over the previous
year, compared with the 11 percent rise for imports. (See Table 1)

The merchandise trade surplus (excess of exports cver imports)
averaged $5.4 billion annuelly during 1960-6L, but averaged only $3.1
billion annually during 1965-69. 1In 1968, a year in which imports jumped
24 percent but exports increased only 10 percent, the merchandise trade
balance dropped to $0.8 billion, the lowest in 9 years. The balance re-
covered to $1.3 billion in 1969 and to $2.7 billion in 1970. This, how-

ever, is still substantially below the levels of the early and mid-1960's.

Imports from competitor countries

Table 2 shows that U.S. imports from 13 specified countries
supplied 61 percent of total U.S. imports in 1965 and 71 percent in 1969.
Canada and Japan supplied about two-fifths and one-fifth, respectively,
of the imports from these 13 countries.

Imports from all of the listed countries rose sﬁbstantially during

1965-69. Although imports from South Korea, Taiwan and Hong Kong grew
at the highest rates, the value of imports from those countries was still
relatively small in 1969 and represented a high concentration of consumer
goods. In 1969, Canada, Japan, and West Germany supplied about twice as
much as in 1965. TImports from the United Kingdom rose about 50 percent.
Other countries that had percentage increases gréater than the overall
average were Italy and the Netherlands.

Japan, which had accounted for 11 percent of all U.S. imports in

1965, furnished 14 percent in 1969. Canada's contribution increased



‘fProm 23 percent to 29 percent during the same period, attributable in
large measure to operation of the U,S.-Canadian Automotive Agreement.
UeSaW imports of manufactured products comprised 52 percent of total
5 bub Hi percent in 1959. Table 2 shows imports of manu-
ured products from %he specified countries in 1965-69, (Imports of
maaufacturas By principal product groups are shown for these countries
in appendix %2bles 2-1&,} The 13 countries accounted for 8L percent of
imports of manufzciured products in 1965 and 92 percent in 1969. Five
ies~--Janada, Japan, West Germany, United Kingdom, and Italy--to-
gebher accounted Ior cover 70 percent of U.S, imports of manufactures in
980, Tmports of manufactures comprised the following percentages of

total imports from each of the 13 countries in 1959:

Country Zercent Country Percent
< AVED Switzerland 35
Scuth Forea Ttaly eh
West Geroany United Xingdom 78
Tong Xong France 78
Swaden Canada 65
R Netherlands 58




Table 2.--United States general imports of all merchandise and of manufactured produc
by specified sources, 1965-69

(Value in millions of dollars)

o : : : : : 1959 as a
Country 1965 1966 1967 s 1968 ¢ 1969 ¢ percentag
: : : : : : _of 1965

f‘ All merchandise f
TObalmmmmmmmmmmmm e mmmm : 21,429 : 25,618 : 26,889 : 33,226 : 36,043 : 1
ST o ¢ 2,h1h s 2,963 ¢ 2,999 :+ L,05h : 1,888 : 2
West Germany--------=---=ce--cs 1,341 ¢ 1,796 : 1,956 : 2,721 : 2,603 : 1
United Kingdom-------=eceeea-s 1,405 ¢ 1,786 : 1,711 : 2,058 : 2,121 : 1
Belgium---=mmmmmemcmeceic————g Lol 568 : 584 2 767 683 : 1
Canada-------=--c=cmcememmmn- : 4,858 : 6,152 : 7,140 : 9,005 : 10,38k : 2
France-----c-mccmaccccma 615 698 H 690 : 8u2 : 8u2 : 1
Hong Kong------cemcmcccccacan : 343 416 4o8 637 : 815 : 2
T£8ly-n-mcmmmmemmemm e e m e m : 620 : 743 : 856 : 1,102 : 1,204 : 1
Netherlands-------=--ceemeee- : 251 : 320 : 368 k53 s Lé6 : 1
South Koreg-------=cccamcaaaa: 54 ¢ 85 117 ¢ 199 : 291 : 5
SWeden-----—cocccmcmmmeean 243 300 : 330 : 390 : 355 : 1
Switzerland-------cce-eeecaaaooy 3056 : 388 : 383 438 452 . 1
TaiWan--=---cmmceoomccaocooo- : 93 : 117 : 166 : 270 : 388 : L
Other---------ccmemmaamocaoao: 8,392 ¢ 9,286 ¢ 9,091 : 10,290 : 10,551 : 1

: Manufactured products :
Total--=-m-cccmmccmceee- : 11,245 ¢ 1h,Lh6 ¢ 15,756 : 20,624 : 23,021 : 2
JBPAN- === === m e cmmmeng 2,220 : 2,733 : 2,797 : 3,805 : L,648 : 2
West Germany---------=mc-oac-: 1,222 : 1,655 :+ 1,803 : 2,537 : 2,438 : 2
United Kingdom=-----=cooaco-o: 1,071 ¢ 1,397 ¢+ 1,309 : 1,574 : 1,662 : 1
Belgium-==--=cococmmmmmmooos 458 512 : 522 691 : 609 1
Canada-----=ccccmmmmcmcm e ¢ 2,460 : 3,517 ¢ 4,408 : 5,783 : 6,778 : 2
France-------cccmmmmcmeeeee L73 . 551 528 671 656 1
Hong Kong-~---=-cmcmmccceecans 308 : 3L9 . Lsh . 580 740 2
Ttaly-mmmmmmmmm e e e e e : 516 : 617 3 705 2 917 : 1,016 : 1
Netherlands-------mcecccmmeax 148 191 : 228 272 269 1
South Korea------=ceecmcamanos k2 . 69 105 : 186, = 276 6
Sweden----=--emcmcmmmmmmee : 193 28 287 . 350 : 323 : L
Switzerland--------coccmcmnaas 264 7 337 : 330 : 373 = 386 : 1
TaiWan---=-c=-cccccccmmmcaaaas 58 ¢+ 79 : 116 : 217 333 : 5
Other=----ccomccccmcccceeee ¢ 1,812 : 2,191 : 2,164 ¢ 2,668 : 2,887 : 1

Source: Official statistics of the U.S. Department of Commerce.



Categories of imports increasing most rapidly

| Between 1965 and 1969, U.S. imports of all merchandise increased
at an average annual rate (compounded) of 13.9 percent. For imports
of manufactured goods, however, the average annual rate of growth
during the same period was 19.6 percent. The value of these imports
more than doubled, rising from $11.2 billion in 1965 to $23.0 billion
in 1969.

Table 3 shows import categories with an average annual growth
rate greater than 15 percent in 1965-69, i.e., a growth rate above the
average for all merchandise imports. The commodity level shown for
manufactured goods (sections 5 through 8 of Schedule A) is based on the
3-digit Schedule A code; for other merchandise, the commodity level
shown is based on the 2-digit Schedule A code. Only import categories
with 1969 imports over $5 million are included in the table. Rates of
growth should be considered in relation to the base from which they are
calculated. For example, the spectacular growth in imports of fur
clothing and articles méde from fur--an annual rate of 57 percent--is
based on a 1965 import value of only $2 million.

Three import categories had annual growth rates above 40 percent.
In addition to fur clothing and articles, these included road motor
vehicles and parts and electric household equipment. Imports of road
motor vehicles and parts rose at an annual rate of 48.5 percent,
reflecting the sharp gain in imports from Canada under the Q.S.—Canadian
automotive agreement and the increased popularity of European and Japan-

ese automobiles in the U.S. market. Electric household machinery (a



category which includes such items as refrigerators and refrigerator
equipment, electro-mechanical appliances, and electric shavers) in-
creased 46.8 percent annually.

Eleven commodity groups experienced annual growth rates between
30 and 40 percent. Imports of telecommunications apparatus and parts,
which include television receivers, radio receivers, radio-phonograph
combinations, loudspeakers, and amplifiers, increased from $341 million
in 1965 to about $1 billion in 1969--an annual increase of nearly 3k
percent. Footwear experienced an annual growth rate of over 32 percent
during the same period. Other import categories with growth rates
between 30 and 40 percent per year were nonelectric power-generating
machinery (mainly automotive engines and parts), electric power
machinery, furniture, metal-working machinery, and rubber manufactures
(principally rubber tires and tubes).

Among the.commodity groups experiencing average annual gains between
20 and 30 percent in 1965-69 were nonelectric machinery and appliances
and machine parts (which include centrifuges, pumps, blowers, mechanical
handling machinery, noneleétric powered tools, and ball bearings);
electric machinery and apparatus such as electron tubes, transistors,
semi-conductor devices, starting and ignition equipment, and measuring
and controlling instruments; sound recorders and musical instruments,
a category which also includes phonographs, tape recorders and record
changers; office machines; toys, sporting goods, baby carriages;
inorganic chemical elements; base metal manufactures, such as hardware,
chains, and springs; rubber and plastic manufactures; machines for

special industries; and glass.



Table 3.-~United States import categories with average annual

growth rates 15 percent or over

in 1965-69
Growth rate : : Imports :
gnd : Abbreviated commodity description ; = : ' Average annual
Scheédule A : ' 1965 ° 1969 : rate of growth
code : : : :
. : : Million : Million :
40 percent : ¢ dollars :.dollars : Percent
and over: : : : H
842——m—mm : Fur clothing and articles : 2.0 : 12.2 : 56.6
732-—==~-===-: Road motor vehicles and parts : 1,004.6 : 4,883.3 : 48.5
725-—===—-=-=: Electric household equipment : 27.4 127.5 : 46.8
'30.0-39.9 : : : :
percent: : : : :
571---—-----: Explosives and pyrotechnic products : 9.4 : 35.2 : 39.1
679~--————--=: Iron or steel castings and forgings : 3.4 ¢ 11.7 = 36.4
629-~=—=—-——=: Rubber manufactures, finished : 47.0 ¢ 153.9 : 34.5
82]—=m—m———m— : Furniture : 59.9 : 191.9 : 33.8
Y R : Telecommunications apparatus and parts : 314.0 : 1,005.9 : 33.8
691-—=—--——-: Structures and parts of metal : 7.2 : 22.6 : 33.3
711---——---—: Nonelectric power-generating machinery : 194.6 : 603.4 : 32.7
[ 1 [ ——— : Footwear ) : 159.9 : 488.2 : 32.2
735 = : Pleasure boats, floating structures : 13.6 : 39.9 : 31.0
722===~—-=—-: Electric power machinery : 67.2 : 196.0 : 30.7
715-==——m——— ¢ Metalworking machinery : 63.5 : 182.7 : 30.3
20.0-29.9 : : ;
percent: : : : :
- — : Rubber and plastic manufactures, n.e.s. : 71.1 : 201.5 : 29.8
726-—=—————= ¢ Electric medical and radiological apparatus : 11.2 : 31.7 : 29.6
714==————=——: Office machines : 136.4 : 371.8 : 28.5
891-~—mmm—m—— ¢ Sound recorders and musical instruments : 156.6 : 423.0 : 28.2
729———————=m ¢ Electric machinery and apparatus, n.e.s. : 184.2 +  495.4 : 28.1
642-—-—=———~—: Paper, paper pulp and articles : 16.4 : 42.5 : 26.9
723= == ¢ Equipment for distributing electricity : 35.6 : 90.4 : 26.2
581 —=~mmm——— : Synthetic resins and plastic materials : 40.7 99.0 : 24.9
531 —mmm—m———e : Synthetic organic dyes : 27.1 = 64.6 : 24.3
681-————=——m : Unworked silver and platinum : 69.1 : 160.3 : 23.4
]19--—=-~--—: Nonelectric machinery and appliances, n.e.s. : 270.0 : 615.9 : 22.9
804 ——m e : Toys, sporting goods, baby carriages : 155.4 : 348.0 : 22.3
698————m———— : Manufactures of base metals, n.e.s. : 92.3 : 204.4 : 22.0
718---—-----: Machines for special industries : 90.0 : 199.2 : 22.0
697 ——————=~= : Household equipment of base metals : 33.2 : 73.3 : 21.9
695-——————== t Hand and machine tools : 39.7 : 85.4 : 21.1
692—————m——m : Metal containers for storage and transport : 5.8 ¢ 12.4 : 20.8
[} I (— : Inorganic chemical elements : 115.3 ¢ 245.2 : 20.8
664————m e : CGlass : 56.6 : 118.7 : 20.3
15.0-19.9 : : : :
percent: : : : :
[ —— : Zinc and zinc alloys : 43.4 : 88.5 : 19.5
0l---—---—-: Meat and meat preparations : 426.5 : 863.8 : 19.3
[-17% R ¢ Clothing and accessories : 541.0 : 1,093.5 : 19.2
734= e ¢ Aircraft and parts : 140.5 : 283.4 : 19.2
612~——=—m——— ¢ Leather manufactures, n.e.s. : 10.2 : 20.3 : 18.8
897--—-=—=~=-: Jewelry and related articles : 33.3 : 65.9 : 18.6
5]12mmmm e : Organic chemicals : 160.4 @ 314.3 : 18.3
554=——mmmmmm : Soaps, cleaners, polishes : 5.1 : 10.0 : 18.2
717 : Textile and leather machinery : 157.2 : 305.4 18.1
) R : Travel goods, handbags : 50.0 : 97.0 : 18.0
678~——mm———— : Iron or steel tubes, pipes and fittings : 143.8 : 275.4 : 17.6
533--———-—--: Pigments, paints, varnishes : 4.7 : 8.9 : 17.6
34--—===---: Gas: natural and manufactured : 113.9 :  215.9 : 17.4
861-————=m—— : Scientific and optical equipment : 178.0 = 333.3 : 17.0
632----—----: Wood manufactures, n.e.s. : 77.4°:  137.5 : 15.4
09—————m—— : Miscellaneous food preparations : 9.8 : 17.3 : 15.4
696~--—=----—: Table flatware and cutlery : 43.1 : 76.2 : 15.3
666-=—===—m=1 Pottery : 75.5 133.3 : 15.3

. oo

Imports are general imports.
not included.

Import categories amounting

Source: Imports are official U.S. Department of Commerce
growth were calculated from these data.

to less than $5 million in 1969 are

statistics; average annual rates of



Commodity groups with annual import growth rates between 15 and
20 percent in 1965-69 included clothing and accessories (imports of
which rose from around a half-billion to more than $1 billion); meat
and meat preparations (imports of which increased from $426 million
to $86k4 million); scientific and optical equipment (including cameras);
organic chemicals; textile and leather machinery; aircraft and parts;
iron or steel tubes, pipes and fittings; natural and manufactured gas;
wood manufactures, such as shingles and shakes, picture and mirror
frames, blinds, shutters, shades and screens; and pottery, which
includes porcelain or china household ware, and earthenware or stone-

ware household articles.




10

Import penetration of U.S. market

A measurement of the degree of import penetration in U.S. indus-
tries depends in part on a definition of "industry". An "industry"
may be defined broadiy‘or more narrowly, depending on the detail that
is desired. For example, the "flat glass" industry can be subdivided

1"mn on

into "sheet glass," "plate and float glass," "other flat glass," and
"laminated glass." The degree of import penetration that is calculated
can thus be markedly affected by the industry or product category defini-
tion that is adopted.

To provide a broad overview of the degree of import penetration by
industry, h—digit industries as defined in the Standard Industrial
Classification (SIC) were considered. More than 400 manufacturing
industries are defined in the SIC, but the differing classification
systems used in reporting output and exports and imports make it im-
possible to devélop complete statistics on imports in relation to apparent
consumption for each SIC L-digit industry.

In reviewing the L-digit industries for which matching output and
foreign trade data were available, only industries which'showed an
import penetration of 10 percent or more in 1968 (latest year of
complete data) were selected. The 49 industries thus chosen, shown
in table L, represent SIC industries at the L-digit level for which com-
plete and comparable statistics on output, exports, and imports were
generally available for the period covered. As imports in published

U.S. statistics are valued f.o.b.
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Table L .--U.S. imports as a percentage of apparent consumption, specified SIC U-digit industries,
1960, 1963, 1966-68

T : U.S. imports as a percent:7e of : Value of
Rate of import penetration and industry . msnger . ax:),parent.consxml.)tion 1. : co:l:{:;:?in
: ; 1960 . 1463 ; 1966 | 1967 . 1958 . 108
: : : : D) ¢ Million
: : : : : : : dollars
Penetration increased H : : : : : :
Wines and brandy------c-cecmmmmmmmmc e : 2084 : 19: 20: 22: 23 : 24 : 600.4
Vegetable oil mills products, misCe—m-----c-cae-- : 2093 : 30: 33 : 41: b1 Uk 338.6
Animal and marine fats and 01ls------e-eccmmcaao- : 2094 : 7 9: 11: 15: 17: 632.3
Lace and net goOdB=======mmmmmem oo : 2292 : 23: 19: 23 :; 25: 30: Th.6
Misc., apparel and accessOri€g=-------cccaommooaoo s 2389 : 3 b : 16: 13 : 11: 150.7
Misc. sawmill and planing mill pProduc: §-=ew~=-mee : 2421 W 16: 16: 15: 18 : 4,485,6
Shingles, cooperage stock, misc- : 2429 : 19: 20 : 12: 22: 29: 162.9
Veneer and Plywood-=-—-~=ccewcmumeomcmenecemenoan : 2432 : 12 13 : 14: AW 16 : 2,301.7
Cyclic intermediates and crudes (chemicals)------ s 2815 : 5 ¢ 7: 10: 10: 1.2: 1,677.4
Industrial leather belting and packing 2/-------- : 321: 3: Lk: 18: 22: 29: 59.8
Shoes, except rubber 3/ - : 311: 3: L: 6: 8: 10: 3,242.0
Leather gloves and mittens------ccooccmmmmccaaa- : 3151: 23: 33: 32: 34 37: 108.7
Women's handbags and pursese---------eecccescomoe s 3171 : 53 6: 15: 17: 19: 410.3
Misc, personal leather goodS--------eeccoeamcacan : 3172 @ 2: 2 9: 111 : 13: 220,9
Ceramic wall end floor tile-=-w---c-e-mmcaaeoooo. : 3253 : 12: 18: 21: 19: 2L : 1895
Vitreous china teble and kitchen articlege--=ve-- : 3262 hb5: WO: W7 L6: S2 146,2
Fine earthenware food utensilge---ceececmecceocans s 3263 : 2b: 27: Lo: L2: Lo 96.1
Cut stone and stone productse------cceecmmacceaaa. s 3281 : 6 : 9: 9: 8: 10: 250.1
Cutlery=--e-memmemeeeen -: 3k21: 8: 8: 11: 11: 13: 333.1
Machine tools, metal cutting types-----eecceccca- s 3541 : 5 5 9: 11 : 1r: 1,8u4,.8
Textile machinery~-----cemcee oo a e : 3552 @ 9: 1.1: 19: 23 : 26: Th0.6
Printing trade machinery: ——— : 3555 : T ¢ 8 : 8: 10: 11: 673.7
Misc., general industrial machinery----e--e-eee--o : 3%69: 12: 13: 13 : -12: 16 : 1,022.9
Sewing machines and parts=-----cc-cemmcmmcmnono : 3636 : 31: L3: 52 51: 5k 210.1
Radio and televigion BetS~=mweemmceceeococcaeano- s 3651 : 6: 10: 12: 15: 19: 4,530.8 .
X-ray and therapeutic apparatuges-------ceceoecam: 3693 : 4 9: 1 13: 16: 165.2
Motorcycles, bicycles and parts------ R : 3751 : 3b: 38: S52: Ll: Lo 508.8
Watches and clocks - --: 3871: 19: 19: 23 : 22: 22 855.5
lapldary Works- oo oo e : 3913: T2: 79: 91: B86: 98: 28k.1
Musical instruments and partge-----------cccoce-a : 3931: 8: B8: 15: 16: 18: 1486.4
Misc. games end toys /- - -: 3%k1: B8: 8: 8: 10: 12: 1,212.8
Dolls and stuffed toy adimalge-ee-me-meemceeeana- : 392 : 6: 17T: 18: 20: 22: 304.8
BULEONB=~ o~ oo m e el s 3963 : 8 : 9: 10: 10: 10: 109.6
Penetration declined : H : H H : H
Carpets and rugs (except woven and tufted)------ : 2279 : 28: LO: Loz 24 : 26: 111.6
Processed textile waste-----cemcmcmmomacmoaanao ¢ 2294 ¢ 22: 18: 15: 15: 15: 107.1
Scouring, cambing mill productS--~--eeceomcceman : 2297 ¢ S57T: 55: S0: W6 L7 167.0
Cordage and twine-~eecommcmommo o : 2298: 21: 29: 25: 22: 20 : 212.1
Miscellaneous textile goodg-----==ccmccccmocccan- : 2299 : T6: 60: 58: Sh: 51: 533.2
Rubber footWear-----mceccmcee- - ———=: 3021: 30: 15: 1B8: 22: 28: 531.8
Misc. pottery preducts----emeeccocccmooccaaoooanao : 3269: 36: 30: 28: 30: 30: 137.5
Watch CBB@S-==w=cmm oo oo e s 3872 : 25: 18: 13: 18: 1: 58.8
Artificial floWerf-e---=--cmecmmcacaccmmcacacc—an : 39%62: 50: 5S51: LB: L5: 31: 137.8
Optical instruments end lengeg-ec---ccoceacaccac- :  3831,: : : : : :
t 191 : 20: 18: 17Ts 15: 15: 677.9
Penetration relatively stable : : : : : s :
Canned and cured 8eAfGOA=m--=-=c-ccmmcaccmmccoan- : 2031:; 22: 22: =22: 23 : 23: 576.0
Sugar and byproductg~=---s-emmmcecccccmmmcomca——- £ 2061-3 : 28: 26: 23 : 25: 25 3,197.8
Pulp mill Producte-==-emecmc-ccameccc———————— s 2611 : 43 : Ll1: 43z L4l: L1l 1,179.8
Paper mill productBe-=--mcomccommcmooammcc————an 2621: 20: 20: 21: 21: 20: 4,980.1
Medicinals and botanicals 2833 : 26: 27: 25: 25.: 24 533.0
Typewriters and ‘parts-----ceeeececccccecmceee———- : 3572.: 12: 13: 13 : 12: 13 : 506.k4

. H

1/ Percentages ere base? on value, The value of imports (reported by the Bureau of the Census on & f.0.b.
foreign port basis) was sdjusted to an estimated landed cost basis by adding an allowance for transportation
charges and insurance and the calculated import duty., The value of apparent consumption was calculated by
adding imports (on & landed cost basis) to manufacturers' shipments and subtracting from that sum the reported
velue of exports. .

2/ 1960, 1963, and 1966 imports for consumption include 3199 (saddlery, harness and whips, end other leather
products, N.e.Ce). ]

1960 and 1963 exports include 312 (house slippers),
L/ 1960 and 1963 exporie include 304% (stuffed animals) and 3943 (sleds).

Source: 1980, 1093, 1956, end 1067, Exports end Icports es Related to Output, Sureau of the Census; 1968,
Apnusl Swrver o7 Menwfochurag: Jzpoyte Tor LonSuNSo eng Generei Importg, ciw-Based Products end Area, Re-

oort BT 230 UlB. BExoowns 7 Neaec~se Hapraheartson i V_Raead Bundnat e and was  Damnawt B0 AG0  Desass Ao dha
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origin (excluding transportation, insurance, import duties, and other
costs), import data were adjusted to an estimated landed cost basis
by adding to the reported value of imports an allowance for the ex-
cluded cost items. i/ This procedure aimed at avoiding the under-
statement that would otherwise result when comparing import value with
that of apparent domestic consumption. g/

Percentages denoting import penetration often move irregularly from
year to year. In those instances where the trend in penetration was
not clearly evident, the primary basis for designating an industry as
having experienced either increased, lessened, or relatively stable
market penetration was the comparison of the 1968 percentage with the
1960 percentage. Of the 49 SIC L4-digit industries listed in table L,
33 show increased penetration of the U.S. market by imports during
1960-68.

The percehtages that indicate market penetration of imports are
based on value. Different results might have been obtained if units
of quantity had been used, rather than value. In those instances
where imports consist predominantly of comparatively low unit value
items compared with the domestic product, the percentage of import
penetration will be smaller than one based on guantity. For example,

in 1968 imports of nonrubber footwear comprised 10 percent of apparent

;/ Allowance for freight and insurance was based on factors appear-
ing in C.I.F. Value of U.S. Imports, U.S., Tariff Commission, Febru-
ary 7, 19673 data on calculated import duties were obtained from ap-
propriate issues of U.S. Commodity Exports and Imports as Related to
Output, Bureau of the Census.

2/ The value of apparent consumption was calculated by the follow-
ing formula (all data in value terms): manufacturers' shipments plus
imports (estimated landed cost basis) minus exports.
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consumption (on the value basis used in table L), but 22 percent of
apparent consumption on a quantity basis. l/

It should also be pointed out that the percentage of import pene-
tration calculated for an SIC industry on the L-digit level can be sub-
staniially below the percentage for a 5-digit industry product classi-
fication. For example, estimated landed cost of flat glass imports
in 1968 represented about 12 percent of that year's apparent consumps
tion (calculated on the same basis as the data in table 4). Yet
imports of sheet glass (a 5-digit industry product classification) repre-
sented about 30 percent of 1968 apparent consumption of sheet glass as
seen in the following tabulation:

Value of imports as a per-

centage of apparent Value of apparent consump-
Year consumption tion _
.Flat glass Sheet glass Flat glass Sheet glass
(s1C 3211, (32111) (sIC 3211, {8IC 32111)
32313) 32313)
Million Million
: dollars dollars
19650 cmmm 7.5 22.2 911 179
1966-- -~ 9.5 ek .k 86h 178
1967--==- 10.7 25.4 865 175
1968------ 12.4 30.5 1,071 202

Value of imports are on an estimated landed cost basis.

When considered on a 5-digit basis, two textile industry product
classifications also illustrate increased impoft penetration, The

following tabulation shows the increased percentage that value of

i/ U.S. Tariff Commission, Nonrubber Footwear, Report to the Presi-

dent on Investigation No. TEA-I-18, TC Publication 359, January 1971,
Po A—8)‘l'. .
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imports (landed cost basis) comprised of apparent consumption of men's

and boys'

woven dress and sport shirts (SIC product code 23214 ) :

Value of imports

as percentage of

Year apparent consumption
1960---=--==-= 3.0
1963--===---- h.6
1066 mmm e = 7.6
I oy — 9,2
e 11.6
1969 —m-mmmm = 1.6

Value of

aggarent
consumption

Million dollars

718
806
957
958
969
1,042

For duck and allied fabrics, gray, (SIC product code 22111) the

import penetration has been far more pronounced on a quantity basis

than on a value basis, as seen from the following tabulation:

Quantity Value

Imports as a TImports(landed Apparent

percentage cost basis) as con-

of apparent Apparent percentage of sump-

Year congsumption consumption apparent con- tion
Million square sumption Million
ards dollars
1962----- 2.5 285 1.3 1304
1963----- 13.5 303 7.6 129
1965-~--- 19.1 466 12.5 177
1967----- 20.0 460 10.7 226
1968-~-~- 15.4 L23 9.1 180
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Factors contributing to the rapid growth of U,S. imports

Output per man-hour, hourly earnings, and unit labor costs l/

All manufacturing.--A major determinant of international trade

flows are differences in costs among countries. While international
comparisons are difficult because of differences in countries' defini-
tions and methods of measurement, available data serve to indicate
broadly changes in the U.S. labor cost position compared with other
industrial countries. These data, in the form of indexes, do not show
differences in absolute levels of unit labor cost, but do indicate
changes in the position of the United States compared with other coun-
tries. Labor costs usually constitute a major component of total
cost. For the U.S. manufacturing sector as a whole, employee compen-
sation amounged to 68 percent of gross product originating in l969, and
in other industrial countries the proportion ranges from about 50 to

7O percent. g/ A more rapid increase in the unit labor cost index for
the United States compared with those for other countries denotes a
lessening in competitive capability; conversely, a slower rate of in-
crease in the index compared with those for other countries indicates

a strengthening in competitive capability.

;/ Foreign unit labor costs in this section are considered mainly in
U.S. dollar terms to provide direct comparability with unit labor costs
in the United States and hence to better assess the competitive capa-
bility of these countries in the U.S. market. As is noted in the text,
changed values of foreign currencies by governmental action affect unit
labor costs when these are calculated on a U.S. dellar basis rather
than in national currency terms.

2/ "Comparative Trends in Manufacturing Unit Labor Costs, Eleven Coun-
tries, 1960-70," Monthly Labor Review, Bureau of Labor Statistics, U.S.
Department of Labor, August 1971, p. 3. :




Table 5 shows indexes of compensation ;/ and:output per man-hour
ahd unit labor cost for all employees in manufacturing for the United
States and 10 foreign countries for the period 1960-70. The 10 coun-
tries listed provided 82 percent of all manufactures imported into the
United States in 1969,

While the data show that for the full period 1960-70, the relative
increase in the unit labor cost in U.S. manufacturing was less than for
most of the countries shown, this is due to the favorable experience of
the United States in the first half of the decade, when unit labor costs
declined. Between 1965-69, however, unit labor costs in U.S., manufac-
turing increased more rapidly than for any of the other countries, except
Canada. In 1970, the unit labor cost in the United States continued
to rise, but several countries--notably West Germany, italy, the United
Kingdom, and Canada--cxXperienced substantially greater increases from
the preceding year. Indexes based on 1965 as 100 are shown in table 6.
(see also Figufes 1 and 2)

For the United States, employee compensation per man-hour in manu-
facturing rose 19 percent between 1960 and 1965, less than the 23 per-
cent increase in productivity. Consequently, unit labor cost declined
by 3 percent during the period. 1In 1960-65, most of the other countries
listed had increases ranging from 12 to 4O percent in their unit labor

costs. In all of these countries productivity gains were exceeded by

;/'Includes all payments to labor, consisting of wages, salaries, and
other direct payments plus legally required and voluntary supplements
paid into special employee benefit funds. Employee compensation closely
approximates, but is not identical with, labor cost, which comprises all
production costs allocable to labor, including such items as non-wage
and salary costs of recruitment, training, and various welfare services
and facilities, for which annual data are not available.
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Mining and manufacturing.

Wage earners only.

1/ Compensation per man-hour and labor o
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Table 6.--Indexes of compensation per man-heur, output per man-hour, and
unit lebor cost for all employees in menufacturing, specified countries,

1965-70 1/
(1965=100)
;1965 T 1966 © 1967 | 1968 * 1969 : 1970
United States: : H : : : H
Compensation per man-hour--: 100 ¢ 104 : 110 : 117 : 125 : 133
Output per man-hour-------- ¢ 100 : 101 : 101 : 106 : 168 : 110
Unit lebor cost—-e=-eeceecee- : 100: 103 : 108 : 111 : 116 : 121
belgiums : : H : B H H
Compensation per man-kour--: 100 ¢ 109 : 120 : 127 ¢+ 136 : 152 -
Cutput per man-hour-------- $ 100 : 107 : 115 : 124 : 132 : 138
Unit labor coste=-eeeeaena- ¢ 100: 103 : 10k : 102 : 103 : 110
Cmda: H H H .8 : H
Compensation per man-hour--: 100 : 108 : 117 s 126 : - 137 : 153
Output per.man-hourse------- ¢ 100 : 103 : 105 : 111 : 115 : 117
Unit labor cogt---ececcoou- $ 100 : 105: 112 : 114 : 119 : 131
Frence: H H H H H H
Compensation per man-hour--: 100 : 106 ¢ 116 : 131 : 134 : - 138
Output per man-hour-------- : 100 : 106 : 113 : 221 : 130 : 137
Unit labor coste~e-ccccaaa- ¢ 100 : 100: 103 : 108 : 103 : 101
West Germsny: H H H H : H
Compensetion per man-hour--: 100 : 108 : 11k : 121 : 137 : 170
Output per man-hour-------- : 100 : 104 : 110: 118 : 124 127
Unit lebor cogt--=-e-ce-ooo ¢ 100 : 105: 104 ¢ 103 : 110 : 134
Italy: H : : s : :
Compensation per man-hour-=: 100 : 102 : 112 : 120 : 132 : 157
Output per msn-hour------- -t 100 : 105: 109 : 118 : 122 :° 127
Unit labor coSt-==cecacaaa- : 100: 98: 103 : 102 : 108 : 123
Japan: : : : : : :
Compensetion per man-hour--: 100 : 110 ¢ 123 : 14k ;: 170 : 199
Output per man~houre------- $ 100 ¢ 111 : 127 : 145 : 167 : 192
Unit labor cost-ccceccecaa-. : 100: 99: 98 : 99: 102 : 104
Netherlande: : H H H H H
Compensation per man-hour--: 100 ¢ 112°: 124 : 137 : 153 ; 169
Output per man-hour-------- : 100 : 106 : 113 : 125 : 136 : 149
Unit labor cost~-meccccaa.- : 100 : 106 : 110 ¢ 110 : 113 : 114
Sweden: 2/ : : : s : H
Compensetion per man-hour--: 100 : 109 ¢ 121 : 132 : 147 166
Output per man-hour-------- : 100: 106 : 11k ¢ 126 :+ 136 : 3
Unit labor cost~=-eccoaeaa. ¢ 100: 104 : 106: 105 : 109 : 116
Switzerland: 3/ - : : : : . : '
Compengation per man-hour--: 100 : 108 : 11k : 120 : 128 : 136
Output per man-houre------- ¢ 100 : 105: 110 ¢ 116 : 128 : 134
Unit labor coSte~-memeceeoa-o ¢ 100 : 103 : 1ok : 103 : 100 : 101
United Kingdom: : H . : : :
Compensetion per man-hour--: 100 : 110.: 108 : 103 : 112 : 127
Qutput per man-hour-------- :t 100 : 103 : 106 : 112 : 115 : 119
Unit labor cost--e=--cceaa-o ¢ 100: 107z 102 : 92 : 97 : 107

y Compensation per man-hour and unit labor costs are on a U.S. dollar
basgie. Par velue or prevaeiling exchange rates were uged to convert
date from & national currency to a U.S. dollar basis.

2/ Mining and manufacturing.

3/ Wage earners only.

The 1970 data for all countries are preliminary estimates, as are
the éata for the following countries and earlier years: Belgium, Japan,
West Germany, Sweden, 1969; Canada, 1967-69; France, 1966-69; Nether-
lands, 1968-69.

Source: Derived from table 5.
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increases in employee compensation per man hour. Canada was an excep-
tion; its unit labor cost (in U.S, dollar terms) dropped 14 percent dur-
ing 1960-65, attributable mainly to the establishment in May 1962 of a
par value for the Canadiaﬁ dollar below the previous freely fluctuating
rate.

In 1965-69, the index of employee compensation per man-hour in U.S.
manufacturing rose 25 percent, whereas the productivity index rose only
8 percent. As a result, the unit labor cost in manufacturing rose 16
percent during the period, far more than the increase in the unit labor
cost for most of the other countries shown. Only in Canada
was there an increase exceeding that of the United States. For Japan,
the unit labor cost index for all manufactures during 1956-68 was actu-
ally below the 1965 level, and although rising in 1969, the index that
year was only 2 percent'above 1965, compared with 16 percent for the
United States. A leap of 67 percent in productivity in Japan (an aver-
age gain of about 1l percent per year) nearly offset the substantial in-
crease in employee compensation per man-hour.

Changes in labor compensation, productivity, and unit labor costs
in manufacturing in the United <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>