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PREFACE

On August 27, 1993, on its own motion and pursuant to section 332(b) of the Tariff Act of
1930 (19 U.S.C. 1332(b)), the U.S. International Trade Commission (USITC) instituted in-
vestigation No. 332-345Annual Reports on U.S. Trade Shifts in Selected Indusfoesthe
purpose of preparing annual trade shifts reports for a period of 3 years (covering trade in
1993-95). The current report format was developed by the USITC in response to Congres-
sional interest in establishing a systematic means of examining and reporting on the signifi-
cance of major trade shifts, by product and with leading U.S. trading partners, in the ser-
vices sector and in all agricultural and manufacturing industries.

On December 20, 1994, the Commission on its own motion expanded the scope of this
study to include selected service industries. Under the expanded scope, the Commission
will publish two reports annually, one entitledd.S. Trade Shifts in Selected Industries:
Merchandise(September 1995), and the second entitle8. Trade Shifts in Selected Indus-
tries:  Services(April 1996). A separate report covering services trade was instituted in
order to provide more comprehensive coverage of U.S. trade performance and overall eco-
nomic competitiveness.

A significant amount of the work contained in this recurring report is basic research re-
quired to maintain a proficient level of trade expertise which the Commission has found
essential in its statutory investigations and in apprising its varied customer base of global
industry trends, regional developments, and competitive issues. The USITC is uniquely
qualified to maintain comparable import, export, trade balance, and industry profile data
(domestic consumption, production, employment, and import penetration) in recent 5-year
periods for the nearly 300 major industry/commodity groups examined in this report. This
capability is not replicated in the Government and reflects trade monitoring activity that is
essential to maintain the expertise that enables the USITC to respond quickly to diverse
inquiries from the public, the Congress, and other agencies.

The current report summarizes and provides brief analyses of the major trade shifts in 1994
occurring in industries/commodities, and with leading U.S. trading partners. This report also
includes summary trade information and basic statistical profiles of industry/commodity
groups.

The information and analysis in this report are for the purpose of this report only. Nothing
in this report should be construed to indicate how the Commission would find in an inves-
tigation conducted under other statutory authority.
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CHAPTER 1
Introduction

The trade analysts of the U.S. International Trade Chapter 2 of the report summarizes U.S. merchan-
Commission (USITC) Office of Industries and other dise trade and exchange rate shifts that occurred in
offices routinely monitor trade developments in the 1994, as compared to those of 1993. Coverage of
services sector and in all agricultural and manufac- the merchandise sectors include data showing im-
tured industries/ commodities as part of the USITC port, export, and trade balance shifts by major in-
mission. Trade monitoring at the major sector- and dustry/commodity sectors and shifts in trade with

industry/commodity-group levels is a facet of the major U.S. trading partners. In addition, a tabular
research and analysis undertaken by the Office of summary details the most significant industry/com-

Industries in conjunction with its responsibilities to modity group shifts that occurred within each of

provide advice and technical information on indus- the major industrial and agricultural sectérs.

try and trade issues. Trade monitoring enables the

USITC to better anticipate and address the issues ofChapters 3 through 12 take up specific major indus-
concern in its various roles under U.S. trade stat- tfidl and agricultural sectors, in a general overview

utes! This report, prepared annually, briefly ana- @nd in industry/commodity group specific analyses.
lyzes significant merchandise trade shifts at the ma- 11iS report also discusses significant bilateral shifts
jor industry/commodity sector level, on a bilateral Within each major sector in merchandise trade. A
basis, and at the industry/commodity group level in statistical summary table of industry/commodity

more detail. This series is part of USITC's recur- 9roups follows each major sector analysis.

ring reports that facilitate the development of core e report includes three appendixes. Appendix A
competencies and expertise, and enables the Comyigis the specific industrial and agricultural com-
mission to provide objective and in-depth analysis modity groups that the Commission monitors. Ap-
to the public, the Congress, and other agencies rehengix B provides official and estimated data for
lated to emerging and complex trade and economic1990-94 on domestic consumption, production, em-
ISSues. ployment, trade, and import penetration for the

. . . nearly 300 industry/commodity groups covered in
This report does not analyze U.S. trade in services,ig report.  USITC international trade analysts

which, as noted in th@reface is the subject of 8 have estimated certain of these data, based on pri-
forthcoming USITC report. Thus, throughout this mary and secondary government and industry
report, references to trade balances represent onlyg, rees  The estimated data are subject to change
U.S. balances in merchandise trade. However, ©gjiher from future secondary sources or from the
put the U.S. merchandise trade deficit in perspec- yeyailed surveys the USITC often conducts in the
tive, during 1994, the United States recorded a .o se of statutory investigations or other work.
$59.5-billion ~ trade surplus in private services, apnendix C lists the political entities included in

which, when added to the $176.0-billion merchan- : : :
dise trade deficit, reduced the total trade deficit to ?220? untry groupings shown in many tables of this

$116.5 billion for the year.

2See chapter 3 of last year’s annual report for long-range

1These roles include determining whether U.S. industries assessments of common factors affecting trends in selected
are materially injured by unfair imports, conducting studies on industry/commodity sectors. U.S. International Trade Com-
the international competitiveness of U.S. industries, and advis- mission,U.S. Trade Shifts in Selected Industries: 1993 Annual
ing the President and the Congress on the likely effects of  Report(Investigation No. 332-345), USITC publication 2805,
trade-policy changes and proposals. Sept. 1994,

11
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CHAPTER 2
U.S. Merchandise Trade
Performance in 1994

The deficit in the U.S. merchandise trade balance products was a significant rise in consumer spending on
climbed by $40.4 billion in 1994, to $176.0 billion, well personal computers and peripheral equipment, which, in
above the $135.6 billion deficit recorded in 1993 (table turn, stimulated increased imports of semiconductor
2-1 and figure 2-1). The deficit grew despite a significant devices that are incorporated in this equipment. U.S.
expansion in U.S. exports, which rose from $439.3 imports of computers, computer peripheral equipment,
billion in 1993, to $481.9 billion in 1994, or by nearly 10 and parts rose by $8.3 billion (22 percent) to $46.2 billion
percent. Nevertheless, U.S. imports increased by morein 1994, while imports of semiconductor devices climbed
than 14 percent to $657.9 billion in 1994, from $574.9 by $6.6 billion (33 percent) to $26.0 billion. Similarly, in
billion in 1993. The absolute increase of $83.0 billion in the transportation equipment sector, strong consumer
U.S. imports was nearly twice that of U.S. exports, which demand for motor vehicles resulted in a $10.6 billion rise
increased by $42.6 billion. This shift caused the ratio of (15 percent) in imports of this equipment to $79.2 billion
exports to total trade to decline from 43 to 42 percent and an associated increase in imports of motor-vehicle
during 1993-94. parts of $1.4 billion (10 percent) to $16.1 billion. With
respect to the minerals and metals sector, increased
Factors affecting trade performance in 1994 included economic activity in the U.S. automotive, construction,
increased consumer spending, which spurred both U.Sand appliance industries strengthened demand for
production and imports; changes in interest rates;imported steel mill products, which rose by $3.8 billion
investment and financial market developments; diverse (43 percent) to $12.4 billion, and for unwrought
economic trends in global economies; and structural aluminum, which swelled by $1.4 billion (52 percent) to
impediments in key markets. The significant expansion $4.2 billion. The major factors affecting import demand
in the U.S. trade deficit during 1994 was led by for machinery sector products, imports of which rose by
substantial increases in imports of motor vehicles and$9.2 billion (21 percent) to $52.4 billion, were the
parts, computers and computer peripheral equipment,sustained growth of the U.S. automotive market and
semiconductors, steel mill products, and unwrought lower interest rates, which boosted capital equipment
aluminum. Import growth in these sectors was purchases and U.S. construction activity. As a result,
compounded by large reductions in U.S. exports of significant increases were recorded in 1994 for imports
precious metals, aircraft, cereals, and petroleum of injection molds and molding equipment for rubber and
products. plastics, ignition wiring harnesses, automotive
air-conditioning equipment, and metal-cutting machine
U.S. imports rose in every major industry/commodity tools and parts.
sector during 1994 (figure 2-2), with nearly
three-quarters of the annual increase being accounted foA number of important declines in U.S. exports of
by electronic products (up by $25.0 bilion); domestic merchandise dampened an otherwise favorable
transportation equipment (up by $15.8 billion); minerals year for domestic shippers and acted to exacerbate the
and metals (up by $10.5 billion), and machinery (up by trade balance impact of rising U.S. imports. The most
$9.2 billion). Conversely, two industry/commodity significant of these was a $3.4 billion (7-percent) drop in
sectors, energy-related products and minerals andU.S. exports of precious metals (primarily gold bullion)
metals, recorded export declines in 1994. Agricultural to $28.6 billion in 1994, which was precipitated by
products and chemicals and related products were thedeclines in speculative transfers of gold stocks from the
only sectors in which there was improvement in the U.S. New York Federal Reserve Bank to accounts in European
balance of trade in 1994 ($2.0 billion and $1.3 billion, central banks. Other major declines included a $2.1
respectively) and yearend surpluses ($20.3 billion andbillion (7-percent) decrease in exports of civil and
$13.5 billion, respectively). military aircraft to $28.6 billion, and $640 million (6 and
10 percent) reductions in both cereals and petroleum
Within the electronic products sector, the principal products exports, respectively, to $10.1 billion and $6.0
development driving increased import demand for thesebillion in 1994.



Table 2-1
U.S. exports of domestic merchandise, imports for consumption, and merchandise trade balance, by major
industry/commodity sectors, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

Agricultural products . ... 50,824 55,350 4,526 8.9
Forest products . ...t 20,739 22,386 1,647 7.9
Chemicals and related products ........................... 49,833 57,188 7,355 14.8
Energy-related products ................ i 12,212 11,470 -742 -6.1
Textilesand apparel ...... ... 11,686 13,033 1,347 115
FOOtWear . .. 604 646 42 7.0
Mineralsandmetals . ........... .. it 32,887 32,487 -400 -1.2
Machinery ... ... . 44,417 49,850 5,433 12.2
Transportation equipment . ...........oo ot 98,505 104,249 5,745 5.8
Electronic products . ........ ... 94,056 109,177 15,120 16.1
Miscellaneous manufactures ................. ..o, 9,573 10,769 1,196 12.5
Special provisions . ... . 13,960 15,283 1,323 9.5

TOtal . 439,295 481,887 42,592 9.7

U.S. imports for consumption:

Agricultural products ......... 32,534 35,049 2,515 7.7
Forestproducts . . ... 21,394 24,037 2,643 12.4
Chemicals and related products ................ ... ... 37,596 43,683 6,087 16.2
Energy-related products ................ i 56,098 57,344 1,246 2.2
Textilesand apparel . ... 42,750 46,574 3,824 8.9
FOOIWeAr . ... 11,105 11,714 609 55
Mineralsandmetals .. ......... ... i 46,246 56,778 10,532 22.8
Machinery . ... ... . 43,242 52,442 9,200 21.3
Transportation equipment . ...... ...t 112,664 128,444 15,780 14.0
Electronic products ... 120,682 145,656 24,974 20.7
Miscellaneous manufactures ................ ..., 32,643 35,346 2,703 8.3
Special provisions . ... ... 17,909 20,816 2,907 16.2

TOtal L 574,863 657,885 83,020 14.4

U.S. merchandise trade balance:

Agricultural products . ... 18,290 20,301 2,011 3
FOrest produCtS . .. ... .ot e e e -655 -1,651 -996 ®)
Chemicals and related products ..................... ... ... 12,237 13,505 1,268 ®)
Energy-related products .............c.ccoiiiiiiiiii -43,886 -45,874 -1,988 ®)
Textilesand apparel ...t -31,064 -33,541 -2,477 3
FOOIWEAL . ...\ttt et e e e e e e -10,501 -11,068 -567 ®)
Mineralsandmetals .. ......... ... i -13,359 -24,291 -10,932 ®)
Machinery . ... ... 1,175 -2,592 -3,767 ®
Transportation equipment . ...ttt -14,159 -24,195 -10,036 6]
Electronic products ............ i -26,626 -36,479 -9,853 )
Miscellaneous manufactures .......... ... ..., -23,070 -24,577 -1,507 ®)
Special provisions .. ... -3,949 -5,533 -1,584 ®

TOtAl et -135,568 -175,998 -40,428 ®

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not applicable.

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 2-1
U.S. merchandise trade with the world: Exports, imports, and trade balance, 1990-94
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Source: Compiled from official statistics of the U.S. Department of Commerce.

Structural impediments to the entry of U.S. goods to policies designed to control inflation. These tight fiscal
markets in Japan and China continued to affect the U.Spolicies had previously inhibited growth in the
trade deficit with those partners in 1994. The bilateral construction and manufacturing sectors. In turn, the
U.S. trade deficits with Japan of $66.5 billion and China reduced growth in GDP constricted U.S. exports. At
of $29.4 billion accounted for over half of the total U.S. yearend, U.S. trade surpluses among the top 10 trading
trade deficit in 1994 (table 2-2 and figure 2-3). Although partners were registered only with Mexico ($531
the U.S. trade deficit with Canada ($25.1 billion) nearly million) and the United Kingdom ($226 million) and
matched the deficit with China, U.S. exports to Canada inwith the major trading blocs of Latin America ($2.3
1994 were 81 percent as large as U.S. imports frombillion) and Caribbean Basin Economic Recovery Act
Canada. The comparable ratios for Japan and China weréCBERA) countries ($1.6 billion).

only 43 percent and 24 percent, respectively.

In the first year since implementation of the North
American Free-Trade Agreement (NAFTA), Canada and
'Mexico accounted for one-third ($28.2 billion) of the
total rise in U.S. imports and one-half ($20.6 billion) of
the growthin U.S. exportsTotal U.S. trade with Canada

While most economies in Europe were in a state of mild
recovery in 1994, the U.S. economy was even stronger
leading the growth in imports from the European Union
(EV) to exceed the rise in U.S. exports to the EU. Despite
the resulting $7.3 billion increase in the U.S. trade deficit climbed by 15 percent, while trade with Mexico

with th? EUIin 1994’3'83'.6)(‘:’0?5 tothe EU were still 88 - roaqed by 24 percent in 1994. Although imports from
percent as farge as U.>. Imports. Japan expanded by $11.4 billion in 1994, the rate of

The United States recorded falling trade balances with 9rowth (from a very large base) was only 11 percent,
each of its top 10 trading partners in 1994, except for thecompared with the rise in imports from all sources that
Republic of Korea (Korea), where the trade deficit fell Year of 14 percent. Exhibiting much faster growth rates

from $2.6 billion to $2.0 billion, or by 22 percent (table Were imports from Malaysia (32 percent), China (23
2-2). A contributing factor was Korea’s altered fiscal Percent), Thailand (20 percent), and Singapore (20

1See the writeups below on Japan and China for more 2For a detailed treatment of the NAFTA first year of
details on structural impediments to imports in those operation, see USITGrear in Trade 1994USITC
markets. publication 2894, July 1995, chapter 2.



Figure 2-2

U.S. exports of domestic merchandise, imports for consumption, and merchandise trade
balance, by major commaodity sectors, 1993 and 1994
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Source: Compiled by the staff of the U.S. International Trade Commission (USITC) from official statistics of the

U.S. Department of Commerce.
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Table 2-2
All merchandise sectors: U.S. exports of domestic merchandise, imports for consumption, and merchandise
trade balance, by selected countries and country groups, 1993 and 1994 1

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

CaNAdA 91,866 103,643 11,777 12.8
JAPAN 46,045 51,061 5,016 10.9
MEXICO ..\ttt 40,265 49,136 8,871 22.0
GeIMANY .ttt e e e s 17,947 18,181 234 1.3
United Kingdom . ... ... 24,497 24,755 258 11
ChiNa .o 8,619 9,178 559 6.5
TAIWAN . oo 15,585 16,240 655 4.2
KOMBa .. 14,359 17,499 3,141 21.9
FranCe .. 12,463 12,731 269 2.2
SINQAPOIE .. it 10,655 11,714 1,059 9.9
Allother ... 156,994 167,749 10,756 6.9

TOtal .o 439,295 481,887 42,592 9.7
EU-12 91,245 96,538 5,293 5.8
OPEC . 20,046 18,575 -1,472 -7.3
Latin AMENICA ...t 75,307 88,654 13,348 17.7
CBERA 11,942 12,822 880 7.4
AsianPacific Rim ... oo 125,665 140,318 14,652 11.7
ASEAN ..o 26,574 29,856 3,282 12.3
Eastern EUrope . ...t 1,999 1,660 -339 -16.9

U.S. imports for consumption:

CaNAdA .. 110,482 128,753 18,271 16.5
JAPAN 106,162 117,532 11,369 10.7
MEXICO . . vttt ettt 38,668 48,605 9,938 25.7
GEIMANY . .ttt ettt ettt e e 28,103 31,566 3,463 12.3
United Kingdom ... 21,303 24,529 3,226 15.1
ChiNa .o 31,425 38,572 7,147 22.7
TAIWAN oo 24,981 26,586 1,605 6.4
KOMBA . .ttt 16,986 19,547 2,561 15.1
FranNCe .. 14,953 16,299 1,345 9.0
SINGAPOIE . .\ttt ettt 12,744 15,287 2,543 20.0
Allother ... 169,054 190,609 21,555 12.8

TOtal . 574,863 657,885 83,022 14.4
BU-12 o 96,517 109,134 12,617 13.1
OPEC . 32,756 33,281 525 1.6
Latin AMENICa . ... 72,661 86,323 13,663 18.8
CBERA 10,094 11,200 1,106 11.0
Asian Pacific Rim . ... 227,675 258,744 31,068 13.6
ASEAN ..o 42,002 51,614 9,612 22.9
Eastern EUIOPe . ... oot 1,542 1,983 441 28.6

U.S. merchandise trade balance:

CaNAda . -18,617 -25,110 -6,494 ®
JAPAN ..\ -60,117 -66,470 -6,353 ®
MEXICO .\ ottt ettt e e e e 1,598 531 -1,067 ®
GEIMANY .\ttt ettt et et -10,156 -13,385 -3,229 ®
United KINgdom .. ......ouii e 3,194 226 -2,968 ®
ChiNa ..o -22,806 -29,395 -6,589 ®
TAIWEAN © .ot -9,395 -10,345 -950 3
KOTRA ottt e -2,628 -2,048 580 ®
FranCe . ... -2,491 -3,567 -1,076 ®
SINQAPOIE ..ttt -2,089 -3,573 -1,484 ®
Allother ... -12,060 -22,860 -10,800 ®

TOtal . -135,568 -175,997 -40,429 ®
EU-12 -5,272 -12,596 -7,324 ®
OPEC . -12,709 -14,706 -1,997 ®
Latin America . ... 2,646 2,331 -315 ®
CBERA 1,848 1,622 -226 ®
Asian Pacific Rim . ... o -102,010 -118,426 -16,416 ®
ASEAN L -15,428 -21,758 -6,330 ®
EASIErN EUTOPE . . . .\ eve e et e e e e e 457 -323 -780 6]

1 |mport values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 2-3
U.S. exports of domestic merchandise, imports for consumption, and merchandise trade
balance, by major trading partners, 1993 and 1994
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percent). The combined $14.8 billion increase from theseindicates the leading U.S. exports to major markets in
four Asian suppliers accounted for 18 percent of the total 1994, and figure 2-5 shows the leading U.S. imports from
rise in U.S. imports in 1994. The growth in imports from major sources in 1994.

these countries was concentrated in labor-intensive

electronic products as high relative labor costs in Japan,

Korea, Taiwan, and Hong Kong encouraged new

investment to seek nearby locations with lower EXChange Rate ShlftS

production costs.
Theoretically, the “market” or “nominal” exchange rate
In absolute terms, Japan was the fastest growing markepPetween two freely convertible currencies is determined
for U.S. exports outside of North America in 1994; as by the supply of and demand for each currency in the
U.S. exports expanded by $5.0 billion. In percentage Market, which reflects the supply of and demand for
terms, the 10.9-percent increase in exports to Japan wa§00ds, services, and assttShe “real” exchange rate is
fractionally higher than the 9.7-percent rise to all _denv_ed from the nominal rate with an adjustment for
markets. Due to economic reforms in Brazil that inflation.
liberalized foreign access to that domestic market, U.S.
exports to Brazil increased by one-third ($1.9 billion) in
1994. Also, concurrent with economic recovery in
Europe, U.S. exports to Belgium, a major distribution
point for the rest of Europe, rose by 24 percent ($1.9
billion). Finally, U.S. exports to Korea rose by 22 percent
($3.1 billion), following the relaxing of fiscal policies
and investment regulations in that country that had
previously been implemented to curb inflation.

Movements in exchange rates may, in turn, affect trade
between countries through their effects on prices. In
general, depreciation of the dollar may reduce the price
foreigners pay for U.S. exports, thereby increasing the
quantity of exports demanded, and increase the price of
imports for U.S. consumers, thereby reducing the
quantity of imports demanded. This change in the
relative price of exports and imports may lead to changes
in the trade balance after a time lag to allow for price and

) market adjustments.
Furthermore, U.S. exports to Japan and China have been

limited by the small degree to which U.S. firms have Since the early 1980s, the United States has had sizable
developed relationships with manufacturers in these twodeficits in its overall current account and merchandise
countries. This contrasts sharply with the extensive trade balances. These sustained deficits have been offset
relationships that U.S. producers have developed withby net exports of financial assets because the rest of the
manufacturers in Canada and Mexico, especially in theworld has been willing to purchase financial assets from
fields of automobiles, auto parts, computers and otherthe United States. The willingness of foreigners to
office equipment, and electronic components and purchase and hold U.S. financial assets has supported the
assemblies. Consequently, intra-industry trade is muchdollar at a higher level than it would have been without
more prevalent between the United States and its NAFTAthese capital flows. Although interest rates in the United
partners within these categories than it is between theStates rose moderately, the interest rates in some major
United States and its Asian Pacific Rim partners. A large developed countries were still higher than those of the
portion of the components used by Canadian andUnited States in 1994. Relatively lower U.S. interest
Mexican producers in these sectors (often subsidiaries ofrates probably reduced foreign demand for U.S. financial
U.S. companies) comes from the United States and isassets and, to some extent, weakened demand for the
reflected in expanding two-way trade between the United dollar.

States and its NAFTA partners. Comparable industries in

Japan and China tend to use parts made domestically of? the view of Federal Reserve Board Chairman Alan
elsewhere in Asia. Greenspan, the U.S. Federal budget deficits experienced

by the U.S. economy have been another factor adversely

The significant shifts in the merchandise trade balance &ffecting the foreign exchange value of the déiiae

position of the United States with its major trading , _
partners are noted in table 2-3, and discussed at greater “ The terms market rate and nominal rate are used

: ; ; : interchangeably in this section. The term market rate refers
length later in this chapter. When viewed in the context of only to the spot market rate.

the gross domestic product (GDP) of the United States ™ "5 pjan Greenspan, Chairman of the Board of Governors
(table 2-3), the total U.S. merchandise trade deficit was of the Federal Reserve System, statement before the
equal to 2.6 percent of the nominal U.S. GDP in 1994, Committee on the Budget, U.S. House of Representatives,

and the bilateral deficit with Japan represented 1.0 Mar. 8, 1995Federal Reserve Bulletivol. 81, No. 5 (May

: : : 4 1995), pp. 422-424, and Keith Bradsher, “Greenspan Says
percent of nominal U.S. GDP in 1994. Figure 2-4 Weak Dollar Is Caused by Federal Deficits: Welcomes New

Efforts to Balance BudgetNew York TimesMay 17, 1995,

p. D2. Using basic national income accounting, in “Japan’s
3For example, U.S.-made components account for about Secret Weapon Is the Piggy Bankigw York TimesMay

half of the total value of motor vehicles and parts imported 21, 1995, section 4, p. 1, Nicholas D. Kristof contended that

from Mexico and for one-quarter of such imports from any country that invests more than it saves will automatically

Canada. By contrast, U.S. parts account for only 1 percent have a trade deficit. This deficit occurs because the

of the value of motor vehicles imported from Japan, Korea, difference must be made up with imported financial assets,

and Germany. and vice versa, as in the case of Japan. Elimination of the
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Table 2-3
U.S. bilateral merchandise trade balances with major partner countries, in dollars and as a ratio to U.S. gross
domestic product (GDP), 1994

U.S. Ratio of the
merchandise merchandise
U.S. U.S. trade trade balance
Country GDP 1 exports imports balance to U.S. GDP
Billion - Million dollars
dollars Percent
United States ................... 6,738 481,887 657,885 -175,997 -2.61
Canada ...............cnnn. 548 103,643 128,753 -25,110 -0.37
MexiCo .........oouiiiiiiiiin... 368 49,136 48,605 531 0.01
Japan ... 4,595 51,061 117,532 -66,470 -0.99
China .............coiiiinn. 545 9,178 38,572 -29,395 -0.44
Korea ..........coviiiiiinn.. 380 17,499 19,547 -2,048 -0.03
Malaysia ................ .. ... 64 6,605 13,877 -7,273 -0.11
Germany ............ouiiiiiiin. 1,835 18,181 31,566 -13,385 -0.20
Singapore . .............iiia.. 66 11,714 15,287 -3,573 -0.05
United Kingdom ................. 1,023 24,755 24,529 226 0.00
Belgium ..............o ol 228 10,188 6,319 3,869 0.06
Brazil ......... ... .. ... L. 474 7,638 8,847 -1,209 -0.02
Thailand ....................... 140 4,624 10,276 -5,652 -0.08
Taiwan ............ccoiiiiii... 234 16,240 26,586 -10,345 -0.15
ltaly ... 1,026 6,863 14,572 -7,708 -0.11
Russia ...............ciiinnt. 272 2,508 3,215 -707 -0.01

1 Estimated GDP data for Mexico, Japan, Singapore, Brazil, Thailand, Taiwan, Italy, and Russia are from U.S. Department of
State, Country Reports on Economic Policy and Trade Practices (Washington, DC: GPO, 1995), pp. 59, 93, 97, 102, 199, 251, 334,
and 392.

2 Estimated from 600 trillion rubles. The rapid devaluation of the ruble in 1994 makes the determination of a meaningful figure in
U.S. dollars difficult. Ibid., p. 251.

Note.—The GDP data for China and Malaysia are for 1993 because the 1994 statistics consistent with International Monetary Fund
data are not available yet.

Source: U.S. trade data from official statistics of the U.S. Department of Commerce; GDP data from International Monetary Fund,
International Financial Statistics (Washington, DC: IMF Publications Services, June 1995), country tables, except as noted.

Figure 2-4
Leading U.S. exports, by major markets, and overall percentage change, 1993-94
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Source: Derived from official statistics of the U.S. Department of Commerce.
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Figure 2-5
Leading U.S. imports, by major sources, and overall percentage change, 1993-94
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accompanying need of the U.S. Government to borrow are not likely to be reflected in significant changes in the
dollars to finance the deficit drains savings capital from trade balance.

the U.S. economy that could be used by the private SeCtol ¢rrent study argues that the key factor explaining
Itgnf"j{aer;fﬁ '2}(’:53;‘%2 thr""otw";’ﬁl(‘)lftﬁge;‘ec%%(')rr‘sreisglstge year-to-year changes in the overall U.S. trade balance in
9 PO rg y. Ite recent years has been the relative rates of growth in real
forces borrowing savings from abroad. Weakness in thepp iy the United States compared with its major trading
value of the dollar in early 1995 may be related 0 an na1neré Thus, the rate at which the U.S. trade deficit
increasing hesitancy of foreigners to continue to finance yigened in 1994 slowed as the average rate of growth of
these budget deficits. the major U.S. trade partners increased to nearly that of
ft he d . - d b the United States. The study concludes that “because of
After the dramatic appreciation and subsequentne ciose historical association between U.S. imports and
depreciation of the dollar during much of the 1980s, the \; 5 cpp and between U.S. exports and foreign GDP, the
overall Lealdva!ue of the doIIa;]r hlas fluctuatgﬂ WI'Ith'T] 8 palance on goods and services has been closely related to
narrow band since 1988. In the long run, with all other ygiations in the GDP ratio (of foreign to U.S.) from its
factors the same, dollar appreciations should lead t0 &,anqd 7 The study shows that this relationship was

worsening of the trade balance (as imports becomegongest during the 1970s and the 1990s when an index
relatively less expensive in the U.S. market and U.S. of real exchange rates of certain developed and
exports become relatively more expensive abroad), and

dollar d - hould lead i o th developing countries with the U.S. dollar was relatively
ollardepreciations should lead to an Improvementin the ;o “The relationship was not nearly so strong during
balance of trade. But deficits are not substantial in the

. the 1980s when large swings in the real foreign exchange
long-long run. However, the short-run fluctuations 9 J g 9

. d h ¢ i th h value of the dollar occurred, suggesting that the exchange
experienced over the past few years in the exchange rate,ie pjaved a larger role in explaining annual changes in

the overall U.S. trade balance.

5_Continued

U.S. Government deficits would increase the amount of 6 Charles P. Thomas, “U.S. International Transactions in
savings available for private investment and contribute to the 1994,” Federal Reserve Bulletivol. 81, No. 5 (May 1995),
elimination of the trade deficit, according to this line of pp. 408-410.

reasoning. 7Ibid., p. 409.
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In 1994, the U.S. economy continued its recovery. Both depreciation of the dollar by 10.50 percent. In 1994, the
business investment and consumer spending increased asal value of the dollar with respect to the yen and mark
the growing U.S. economy benefited from low interest also fell by 6.35 and 2.28 percent, respectiv@ly.

rates and low inflation. The U.S. economy grew at a

4.1-percent rate, higher than most other developed

economies. This higher growth rate inthe U.S. resulted inIn contrast, the value of the dollar appreciated with
increased demand for imports. At the same time, slowerrespect to the currencies of two other major U.S. trade
economic growth rates of several major trading partnerspartners, the Canadian dollar and the Mexican peso. The
weakened overall demand in those markets, restrainingannual market rate between U.S. and Canadian dollars
U.S. export growth to, for example, Japan and Europe,changed from 1.2901 (Canadian dollars per U.S. dollar)
despite the real depreciation of the dollar compared within 1993 to 1.3656 in 1994, a 5.85-percent appreciation of
the yen and a basket of European currencies. In 1994the U.S. dollar, whereas the real value of the U.S. dollar
U.S. imports grew by 14.4 percent, while exports grew by a@ppreciated 8.42 percent with respect to the Canadian
9.7 percent, worsening the U.S. trade balance angdollar. In 1994, changes in the nominal exchange rate

increasing the supply of dollars in the foreign exchange Petween the U.S. dollar and the Mexican peso were
market. moderate until December 20, when the Mexican
Government attempted to widen the exchange rate
intervention band. This was followed on December 22 by
The average exchange rate of the U.S. dollar showed & decision to let the peso float freely, resulting in a large
small appreciation against world currencies in 1994 in geyaluation of the peso and prompting the financial crisis
terms of both real and nominal rates, as expressed by theh Mexicol! The market exchange rate (end period)
trade-weighted values of the dollar prepared by the changed rapidly from 3.4498 (pesos per dollar) in
Federal Reserve Bank of Dalfag.he appreciation ofthe  November to 5.3250 in December 1994, representing a
dollar was caused largely by a strong demand for U.S.54.36-percent appreciation of the dollar, according to
financial assets and the sizable depreciation of thelnternational Monetary Fund statisti%.
Canadian dollar and the Mexican peso. The total real
value of the dollar with respect to all foreign currencies in
1994 increased by 1.24 percent as the total rea
exchange-rate index number increased from 78.27 in
1993 to 79.24 in 1994 (table 2-4). The total real value
continued the upward swing from the end of 1993
through the first quarter of 1994, but declined throughout
the remainder of 1994. Changes in the total nominal
V"’."“e of the doIIar.were similar to those n the re".’" value 10The depreciation of the dollar against these two major
with the total nominal value of the dollar increasing, on ¢ rencies continued during the first 4 months of
average, by 2.54 percent against world currencies in1995—according to the Federal Reserve Board, the lowest
1994, daily market value of the dollar against the yen was recorded
at 81.12 on April 19, 1995. On the same day, the market
value of the dollar against the mark also reached its lowest
The value of the dollar against currencies of individual level of 1.3656. Since then the dollar has started rebounding

i i relation to these two currencies. On May 15, 1995, the
U.S. major trade pariners has shown a mixed pattern. Thédnaily market rates of the dollar against the yen and the mark

dollar depreciated sharply Wit_h respect to the Japanesg g’ recovered to 86.86 and 1.4445, respectively.
yen. In 1994, the average nominal rate between the dollar 11 The sharp decline in the value of the peso has been
and the yen changed from 107.62 (yen per dollar) in theattributed to several factors. For instance, in 1994, the

i i i iati Mexican current account deficit rose from $6.9 billion in the
first quarter to 99.05in the third quarter, a depreciation of first quarter to $7.4 billion in the fourth quarter; whereas, the

the doIIa_r by 7.96 percefThis was the first quarter that capital account of its balance of payments changed from a
the nominal value of the dollar fell below the 100 yen surplus of $7.9 billion to a deficit of $2.5 billion. Mexico's
level. For the same period, the nominal rate of the dollarinternational reserves dropped from $26.3 billion on March

against the German mark also depreciated sizably from31 t0 $6.7 billion on December 31 in the same year. The
changes in the current and capital accounts and in the

1.7242 (marks per dollar) to 1.5431, representing aintemational reserves weakened confidence in the currency
and reduced the value of the peso. For a detailed analysis of
the crisis, see Annex |: “Factors Behind the Financial Crisis
in Mexico,” World Economic OutlogWashington, DC:

AR ; h International Monetary Fund, May 1995), pp. 90-97.
used in this section are provided by the Federal Reserve 12The market valze of the peyso dec)linpepd continuously

Bank of Dallas. This trade-weighted index may differ from i it yeached its lowest point of 7.60 on March 9, 1995.

those published by other institutions. The Dallas Federal The value of the peso had rebounded to 5.97 by May 15
Reserve Bank index numbers are revised and adjusted 1995, ' '
occasionally. At present, the first quarter of 1985 is used as 13S0me analysts have estimated potential effects of the
the base (100) of its nominal and real exchange-rate indexes.\jexican crisis. For instance, William R. Cline, a fellow of

9 All percentage change figures are calculated using the the Institute for International Economics, predicted a
link relative formula: percentage change = (the second reduction in Mexico’s GDP by 4.0 percent in 1995 in a
period figure/the first period figure - 1) x 100. looseleaf called “A Reduced-Form Current Account Model

The devaluation of the peso and the subsequent economic
Irestructuring in Mexico have had some adverse short-run
effects on Mexican economic growth and on the U.S.
balance of trade with Mexico. Forecasting the magnitude
of these effects depends on assumptions and methods
used for forecasting and is beyond the scope of this
reportl3 During the first months following the

8The indexes of trade-weighted values of the dollar
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Table 2-4
Real exchange rates: Indexes of foreign currencies or of baskets of currencies against the U.S. dollar, annual averages 1990-1994 and the first quarter
averages 1995

Western
Year(s) Total 1 Hemisphere Canada Mexico Europe Germany Japan NICs 2 Taiwan Korea
Indexes (First quarter 1985=100)
1990 ... 75.89 93.59 84.13 105.03 56.40 56.94 64.25 88.70 75.92 79.08
1991 ...l 75.63 95.43 81.54 95.73 57.51 58.94 60.35 91.04 76.27 78.07
1992 .. ... 75.60 95.23 87.32 87.50 55.15 54.97 57.46 92.72 70.43 80.66
1993 . ... 78.27 92.61 94.21 82.62 61.88 57.55 51.30 96.45 74.11 81.48
1994 ... 79.24 86.28 102.14 85.80 61.33 56.24 48.04 101.71 73.25 78.75
19953 ... .......... 79.65 76.18 105.53 137.88 57.76 51.43 45.84 98.83 72.12 76.77
Change (Percent)
1990-91 ............ -0.34 1.97 -3.08 -8.85 1.97 3.51 -6.07 2.64 0.46 -1.28
1991-92 ............ -0.04 -0.21 7.09 -8.60 -4.10 -6.74 -4.79 1.85 -7.66 3.32
1992-93 ............ 3.53 -2.75 7.89 -5.58 12.20 4.69 -10.72 4.02 5.23 1.02
1993-94 ............ 1.24 -6.84 8.42 3.85 -0.89 -2.28 -6.35 5.45 -1.16 -3.35
1994953 .. .. ....... 0.52 -11.71 3.32 60.70 -5.82 -8.55 -4.58 -2.83 -1.54 -2.51

1 After 1993, the Dallas Federal Reserve's index of real exchange rates weighted by U.S. bilateral trade with 99 trading partners (RX-99).
2 China, Hong Kong, Indonesia, Korea, Malaysia, Singapore, Taiwan, and Thailand.
3 The first quarter of 1995.

Source: Federal Reserve Bank of Dallas.



December 1994 devaluation, the United States importedThe diminishing trade surplus continued in 1994,
more Mexican goods, which became cheaper as a resulivhereas the real value of the peso dropfed.

of the devaluation; whereas, Mexico imported fewer
American goods, which have become more expensive to
Mexican consumers?

James Tsao
(202) 205-3226

The 1994 trend intherealvalueoftheU.S.dollaragainstsummaries Of Slgnlflcant

currencies of the Pacific newly industrialized countries

(NICs) was irregular. The U.S. dollar appreciated in real Comm0d|ty Shifts

value in relation to the basket of NIC currencies by 5.45

percent. However, the real value ofthe dollar deprepiatedWithin each of the major industry/commodity sectors
with respect to two NIC currencies, the New Taiwan that have been previously noted above, significant shifts
dollar and the Korean won, by 1.16 percent and 3.35, trade occurred during 1994. These shifts are discussed
percent, respectively. in greater detail in chapters 3 through 12. In addition,
tables 2-5 through 2-10 below summarize the most
notable of the industry/commaodity group shifts that were
hregistered during 1993-94. These latter movements are
compiled in rank order according to changes in absolute
value and in percentage terms for—U.S. export growth

The real value of the dollar depreciated slightly (by 0.89
percent) against the European currencies in 1994. Muc
of the decrease came from the appreciation of the

German mark, French franc, Belgian franc, and Dutch and declines, U.S. import growth and declines, and U.S.

guilder. The real value of the dollar depreciated in . .
relation to the basket of Western Hemisphere currenciestrade improvements and declines between 1993 and

by 6.84 percent. 1994,

Consistent with the findings noted above, there was no S|gn|f|cant Bilatera|

systematic relationship between small year-to-year .
bilateral currency movements and changes in the U.S. Sh|fts
bilateral trade balance in 1993 The U.S. trade balances
with the countries against whose currencies the dollar A large percentage of the major shifts in bilateral U.S.
rose, grew worse or stabilized. The trade deficits with trade during 1994 were import increases. Such increases
both Japan and Germany worsened despite a reabenerally reflected the more rapid expansion of the U.S.
depreciation of the U.S. dollar against the yen and theeconomy vis-a-vis some of the major U.S. trading
mark. However, the U.S. trade deficit with Canada and partners and the continued rationalization of U.S.
the real value of the U.S. dollar against the Canadianproduction operations abroad. On the other hand, the
dollar increased simultaneously during 1992-94. The more subdued performance of exports was impacted by
U.S. trade surplus with Mexico diminished during slower rates of economic expansion of some major
1992-93, whereas the real value of the peso appreciatedrading partners, by tariff and nontariff barriers that
continued to exist in certain foreign markets, and, to a
lesser degree, by the declining value of the dollar relative
13Con_tinued— ) ) to the currencies of several major trading partners. Table
Eéggg#ggesviﬁﬁs t‘gﬂd Ig%p%rl‘jr 'ggg%“e f%rl'”tse{]g";‘%oa[‘na' 2-11 below lists the 15 U.S. trading partners that
Robinson, Mary Bur%ishér, and Karen Theierfeider found a accounted for the largest shifts in bilateral U.S. trade
virtually linear relationship between changes in the balance ~during 1994. The countries are ranked according to the
of trade and in the real exchange rate. A $1 billion total change (positive or negative) in the value of both
improvement in the Mexican trade balance requires abouta | g, imports and exports. The change that occurred in the

percentage point depreciation of the equilibrium real : : :
exchange rate. For details on their analysis, see “The ImpactU'S' trade balance with each of these major U.S. trading

of the Mexican Crisis on Trade, Agriculture, and Migration,” Partners during 1994 is also provided in the table. U.S.
a paper presented at the Plenary Conference of the North  trade with only three of these countries, Korea, Belgium,
American Agricultural Policy Research Consortium at and Brazil, had a positive impact on the U.S. trade
Stanford University, May 5-6, 1995. balance in 1994. Trade with the remaining partners,

141n fact, after the December devaluation, U.S. exports ; ; :
to Mexico dropped from $4,115 million in December 1994 ESpeCIa.”y Canada, Japan,' qnd China, Was responsible for
to $3.741 million in January 1995, and to $3,429 in February $35.0 billion of the $40.4 billion growth in the U.S. trade
1995, according to U.S. official trade statistics. For these 3~ deficit during 1994. An analysis of some of the
months, U.S. imports from Mexico rose continually from underlying factors that influenced the shifts in bilateral
15For any single-year period, the long-run relationship provided below.
between depreciation and improving trade balance is '
obscured by demands for currencies in financial markets,
differences in economic growth between countries, and the 161n the first quarter of 1995, the real value of the dollar
time lag between currency movements and changes in trade against the peso appreciated rapidly and the U.S. bilateral
patterns. trade balance with Mexico shifted into a deficit.
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Table 2-5

Domestic export growth: Ranking of top 20 industry/commodity groups

U.S. exports Change, 1994 from 1993
usITC
code Industry/commaodity group 1993 1994 Absolute Percent
Million dollars

Rank order based on change in absolute value growth:
ST016 Diodes, transistors, integrated circuits and

similar semiconductor solid-state devices .............. 13,813 18,098 4,285 31.0
ST018  Automatic data processing machines .................... 25,397 29,102 3,705 14.6
MT038 Automobiles, trucks, buses, and bodies and chassis

oftheforegoing ......... ... i 18,555 21,365 2,810 151
MTO039 Certain motor-vehicle parts ............ ... ... 18,469 20,685 2,216 12.0
MTO023  Semiconductor equipment, robots, and other

machinery . ..... ... .. 7,574 9,292 1,718 22.7
ST002 Telephone and telegraph apparatus  ..................... 5,199 6,724 1,525 29.3
ST013  Apparatus for making, breaking, protecting, or

connecting electrical circuits ......... ... ... o .. 5,224 6,471 1,247 23.9
AGO064 Cotton, notcardedorcombed .......................... 1,528 2,653 1,125 73.6
AGO43  Cigarettes ... ... 3,926 4,965 1,039 26.5
ST031 Measuring, testing, controlling, and analyzing

INSITUMENES . ..o 9,026 10,060 1,034 11.5
CHO012 Miscellaneous organic chemicals ........................ 4,886 5,897 1,011 20.7
CHO18  Fertilizers ....... ..o i 1,877 2,780 903 48.1
ST007 Radio transmission and reception apparatus, and

combinations thereof .......... ... .. ... . il 4,283 5,166 883 20.6
MTO002 Internal combustion piston engines, other than for

aircraft ... 7,450 8,288 838 11.2
AGO054 Wood pulp and wastepaper ................iiiiiii... 2,999 3,816 817 27.2
MTO041 Miscellaneous vehicles and transportation-related

EQUIPMENT .. e 2,441 3,156 715 29.3
CHO39 Other plastics in primary forms .......................... 3,992 4,670 678 17.0
ST024 Medical goods . ..... ..o 7,360 7,997 637 8.7
AGO034 Edible preparations ............ ... 2,522 3,062 540 214
CHO047 Miscellaneous rubber or plastics products ................ 2,592 3,110 518 20.0
Rank order based on change in percentage growth:
MMO008 Precious metal ores and concentrates ................... 3 16 13 433.3
AG062 Ethyl alcohol for nonbeverage purposes .................. 71 215 144 202.8
AGO063 Wool and other animal hair ............................. 14 36 22 157.1
CHO04 Crude petroleum ... ... 20 a4 24 120.0
AGO064 Cotton, not carded orcombed ............... ... .. ... 1,528 2,653 1,125 73.6
AGO038 Maltbeverages ..........c..oiiiiiiiiiii i 202 341 139 68.8
MMO002 Certain miscellaneous mineral substances ............... 3 5 2 66.7
MMO05 Leadoresandresidues ...............cooiiiinnneaannnnn 14 23 9 64.3
MMO0O07 Certain ores, concentrates, ash, and residues ............. 191 301 110 57.6
AGO037 Nonalcoholic beverages, excluding fruit and

vegetable Juices . ....... .. 220 344 124 56.4
MMO021  Primary iron products ...t 8 12 4 50.0
CHO18  Fertilizers ....... ..o i 1,877 2,780 903 48.1
MMOO6 Zincoresandresidues ...............oiiiiiiineinnnnnn 137 191 54 39.4
MMO030 Wire products of iron, steel, aluminum, copper,

andnickel ... 337 469 132 39.2
ST014  Television picture tubes and other cathode ray

tUDES o 769 1,061 292 38.0
AGO05  POURIY .. 1,229 1,691 462 37.6
CHO080 Otherwearing apparel ............coiiiiiiiiaiinaann. 448 603 155 34.6
CHO036  Polyvinyl chloride resins in primary forms ................. 500 671 171 34.2
MMO044  Table flatware and related products ...................... 21 28 7 333
CHO063 Men’s and boys’ coats and jackets ...................... 102 136 34 33.3

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 2-6
Domestic export declines: Ranking of top 20 industry/commodity groups

U.S. exports Change, 1994 from 1993
usITC

code Industry/commaodity group 1993 1994 Absolute Percent

Million dollars
Rank order based on change in absolute value decline:

MMO020 Precious metals and related articles ..................... 9,895 6,531 -3,364 -34.0
MT042  Aircraft, spacecraft, and related equipment ............... 30,673 28,576 -2,097 -6.8
AGO30  Cereals .......oiiii 10,728 10,088 -640 -6.0
CHO05 Petroleum products ..........uuiiiniiniiinnn 6,654 6,014 -640 -9.6
AGO32  OIlSEEAS ...\t 4,758 4,537 -221 -4.6
AGO046 Logs and rough wood products ..................ceuun.. 3,134 2,963 -171 -5.5
ST028 Armsand ammunition ..............c.ccoiiiiennennann.. 2,372 2,212 -160 -6.7
AGO13 Animalfeeds ........... ..ot 3,616 3,482 -134 -3.7
CHO003 Coal, coke, and related chemicals products ............... 3,587 3,464 -123 -3.4
ST025  Surveying and navigational instruments .................. 1,556 1,470 -86 -5.5
AGO10  Dairy ProduCe ... .......uuiiieeee i 655 572 -83 -12.7
MMO023 Iron and steelwasteandscrap ...................ounn.. 1,323 1,269 -54 -4.1
CH028 Antibiotics ....... ... 1,580 1,528 -52 -3.3
AGO008 Fish canned, cured, or otherwise prepared, and

live fish ... 417 373 -44 -10.6
AGO61 Printedmatter ............. ittt 3,828 3,788 -40 -1.0
CHO06 Natural gas and COmMpoONENtS . ...........ooveiieiennnnn. 603 568 -35 -5.8
CHO008 Otherolefins ..........coiiiiiiiiiii e 223 190 -33 -14.8
CHOO1 Electrical €nergy . ..........oeuuiiiiiiiiiiaaianaaan. 61 30 -31 -50.8
MTO017  Printing, typesetting, and bookbinding machinery

and printing plates ... 1,125 1,094 -31 -2.8
CH068 Women'’s and girls’ suits, skirts,and coats ................ 283 255 -28 -9.9

Rank order based on change in percentage decline:

CHOO1 Electrical @nergy ..........uuuuiiinieaaiinnn. 61 30 -31 -50.8
MMO020 Precious metals and related articles ..................... 9,895 6,531 -3,364 -34.0
CHO59 Sacks and bags of textile materials ...................... 30 22 -8 -26.7
AGO051 Tools and tool handles of wood ......................... 20 16 -4 -20.0
CHO07 Major primaryolefins ........ ... 148 123 -25 -16.9
CHO073  Neckwear, handkerchiefs, and scarves ................... 31 26 -5 -16.1
CHO008 Otherolefins ...........oiiiiiiiii i, 223 190 -33 -14.8
CHO056 Cordage, nets,andnetting ...............cooiiiiiiaa... 50 43 -7 -14.0
AGO10  Dairy ProducCe ... ........uiieeeeee i, 655 572 -83 -12.7
MMO050 Umbrellas, whips, riding crops, andcanes ................ 9 8 -1 -11.1
AG008 Fish canned, cured, or otherwise prepared, and

live fish ... 417 373 -44 -10.6
ST030 Drawing and mathematical calculating or measuring

INSTIUMENTS . ... e 162 145 -17 -10.5
MMO035 Iron construction castings and other nonmalleable

cast-ironarticles ......... ... 29 26 -3 -10.3
CH068 Women'’s and girls’ suits, skirts, and coats ................ 283 255 -28 -9.9
CHOO05 Petroleum products  .........oiiiiii it 6,654 6,014 -640 -9.6
MMO022  Ferroalloys .. .........ooiiiiimiiiii 95 87 -8 -8.4
AG050 Woodencontainers ..................oiiiiiiiiiiin... 83 76 -7 -8.4
MMO034 Metal and ceramic sanitaryware ........................ 165 153 -12 -7.3
MT042  Aircraft, spacecraft, and related equipment ............... 30,673 28,576 -2,097 -6.8
ST028 Armsand ammunition ................c.iiiiiinennann.. 2,372 2,212 -160 -6.7

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 2-7

Domestic import growth: Ranking of top 20 industry/commodity groups

U.S. imports Change, 1994 from 1993
usITC
code Industry/commaodity group 1993 1994 Absolute Percent
Million dollars

Rank order based on change in absolute value growth:
MT038 Automobiles, trucks, buses, and bodies and chassis

oftheforegoing ......... ..o 68,607 79,240 10,633 15.5
ST018  Automatic data processing machines .................... 37,906 46,161 8,255 21.8
ST016 Diodes, transistors, integrated circuits and

similar semiconductor solid-state devices .............. 19,466 26,020 6,554 33.7
MMO025 Steel mill products, allgrades ................ ... ... 8,670 12,435 3,765 43.4
MTO023  Semiconductor equipment, robots, and other

machinery . ....... ... i 6,131 8,121 1,990 325
MMO37 Unwrought aluminum ............. ..., 2,774 4,221 1,447 52.2
MTO039 Certain motor-vehicle parts ............ ..., 14,646 16,085 1,439 9.8
STO07  Radio transmission and reception apparatus, and

combinationsthereof ............. ... .. ... ... . ... . ... 6,420 7,764 1,344 20.9
MMO55  Furniture and selected furnishings ....................... 6,298 7,638 1,340 21.3
ST002 Telephone and telegraph apparatus  ..................... 6,143 7,448 1,305 21.2
MT036 Insulated electrical wire and cable, and conduit;

glass and ceramic insulators .......................... 3,564 4,810 1,246 35.0
ST031  Measuring, testing, controlling, and analyzing

INSIIUMENES .. ... e 4,553 5,727 1,174 25.8
MTO012 Construction and mining equipment ..................... 2,299 3,462 1,163 50.6
ST013  Apparatus for making, breaking, protecting, or

connecting electrical circuits .......... ... .. .. 6,254 7,380 1,126 18.0
MT002 Internal combustion piston engines, other than for

aircraft ... 6,340 7,424 1,084 17.1
AGO47  Lumber ... 5,032 6,059 1,027 20.4
AG028 Coffeeandtea ..............ooiiiiiiiiiiiiiiiiaa.. 1,705 2,655 950 55.7
CHO012 Miscellaneous organic chemicals ........................ 3,502 4,445 943 26.9
ST004  Tape recorders, tape players, video cassette

recorders, turntables, and compact disc

PlayerS 5,445 6,283 838 15.4
MT014 Farm and garden machinery and equipment .............. 2,469 3,277 808 32.7
Rank order based on change in percentage growth:
MMO004 Copper ores and concentrates ...................oouen.n 42 126 84 200.0
MMO051 Silverware and certain other articles of precious

metal or metal clad with precious metal ................ 109 317 208 190.8
MMO0O08 Precious metal ores and concentrates ................... 20 49 29 145.0
MMO021  Primary iron products ... 213 450 237 111.3
CHO38 Saturated polyesterresins  ..............ooviiiiinnnnnn. 108 197 89 82.4
AGO32  OIlSeedS .. ...\ttt 155 268 113 72.9
MTO037 Rail locomotive and rolling stock ........................ 729 1,161 432 59.3
AGO028 Coffeeandtea .............c.ccoiiiiiiiiiiiiiii 1,705 2,655 950 55.7
CHO036  Polyvinyl chloride resins in primary forms ................. 117 182 65 55.6
MMO039 Lead and related articles ........................co. ... 97 149 52 53.6
MMO37 Unwrought aluminum ............ ... i, 2,774 4,221 1,447 52.2
MTO008 Centrifuges and filtering and purifying equipment . .......... 706 1,067 361 51.1
MT012 Construction and mining equipment ..................... 2,299 3,462 1,163 50.6
CHO07 Major primaryolefins .......... ... 193 289 96 49.7
MMO030 Wire products of iron, steel, aluminum, copper,

andnickel ... 668 984 316 47.3
AGO30  Cereals .......uiietii i 586 861 275 46.9
CHOO1 Electrical @nergy .........ouuuuiiiinnieeeiinn. 662 960 298 45.0
MMO025  Steel mill products, allgrades .................. .. ... .. 8,670 12,435 3,765 43.4
MTO021  Machine tools for metal forming and parts thereof .......... 644 913 269 41.8
MTO019 Metal rolling mills and parts thereof ...................... 144 201 57 39.6

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 2-8
Domestic import declines: Ranking of top 20 industry/commodity groups

U.S. imports Change, 1994 from 1993
usITC

code Industry/commaodity group 1993 1994 Absolute Percent

Million dollars
Rank order based on change in absolute value decline:

MMO062 Games and fairground amusements ..................... 3,461 2,575 -886 -25.6
AGO041 Unmanufacturedtobacco .....................ccoviinn. 1,370 613 -757 -55.3
CHOO05 Petroleum products  ..........ciiiiiiiniiniiineanns 11,041 10,450 -591 -5.4
MT043  Ships, tugs, pleasure boats, and similar vessels ........... 1,019 653 -366 -35.9
AGO002 Cattleandbeef .......... ... i 3,045 2,716 -329 -10.8
AGO43  Cigarettes ... ...ttt 360 73 -287 -79.7
AGO57  NEWSPIINE ...ttt e e 3,593 3,333 -260 -7.2
ST020 Exposed photographic plates, film, and paper ............. 156 107 -49 -31.4
ST019 Photographicsupplies .............ccoiiiiiiiiinnann. 1,702 1,675 -27 -1.6
AGO07  Frozenfish ........... i 1,293 1,267 -26 -2.0
MMO58  Prefabricated buildings ......... ... ... oo 71 48 -23 -32.4
AGO046 Logs and rough wood products ......................... 387 366 -21 -5.4
AGO042 Cigars, and certain other manufactured tobacco ........... 107 90 -17 -15.9
CHO013 Selected inorganic chemicals and elements  .............. 1,252 1,235 -17 -1.4
MTO035 Electric and gas welding and soldering equipment ......... 502 486 -16 -3.2
MMO054 Bicyclesand certainparts .............coiiiiiiiiiiiii. 841 825 -16 -1.9
ST025  Surveying and navigational instruments .................. 477 461 -16 -3.4
CHO033 Explosives, propellant powders and related items .......... 209 196 -13 -6.2
CHO09  Primary aromatiCS ... .......couuiiiiineiaaaanaann. 169 158 -11 -6.5
MTO018 Textile machineryand parts ................... ...t 1,843 1,833 -10 -5

Rank order based on change in percentage decline:

AGO43  Cigarettes ... ...ttt e it 360 73 -287 -79.7
AG041 Unmanufacturedtobacco .....................ciiiinn. 1,370 613 -757 -55.3
MT043  Ships, tugs, pleasure boats, and similar vessels ........... 1,019 653 -366 -35.9
MMO058 Prefabricated buildings ......... ... ... i 71 48 -23 -32.4
MMO11 Ceramic bricks and miscellaneous ceramic

construction articles ............... .. o i 22 15 -7 -31.8
ST020 Exposed photographic plates, film, and paper ............. 156 107 -49 -31.4
MMO062 Games and fairground amusements ..................... 3,461 2,575 -886 -25.6
AGO042 Cigars, and certain other manufactured tobacco ........... 107 90 -17 -15.9
AGOLL  EQOS « ittt ittt et 35 30 -5 -14.3
AGO002 Cattleandbeef ....... ... . i 3,045 2,716 -329 -10.8
CHO023 Natural tanning and dyeing materials .................... 64 58 -6 -9.4
CHO48  Gelatin . ..ottt 97 90 -7 -7.2
AGO57  NEWSPIINT ottt ettt 3,593 3,333 -260 7.2
CHO09  Primary aromatiCs . ..........uuuinnneeeeiinnnnn. 169 158 -11 -6.5
CHO033 Explosives, propellant powders and related items .......... 209 196 -13 -6.2
CHO05 Petroleum products ...........uiiiiiineennn. 11,041 10,450 -591 -5.4
AGO046 Logs and rough wood products .................coeunn.. 387 366 -21 -5.4
AGO004 Sheepandmeatofsheep ........... .. ... oot 62 59 -3 -4.8
AGO05  POURIY . e 24 23 -1 -4.2
ST025  Surveying and navigational instruments .................. 477 461 -16 -3.4

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 2-9
U.S. trade position improvements: Ranking of top 30 industry/commodity groups

(Million dollars)
U.S. balance Absolute change,

USITC _—
code Industry/commaodity group 1993 1994 1994 from 1993
AGO43  Cigarettes . ...t 3,566 4,892 1,326
AGO064 Cotton, not carded orcombed ............... ... . ... 1,528 2,646 1,118
MMO062 Games and fairground amusements ..................... -2,461 -1,458 1,003
MTO039 Certain motor-vehicle parts .............ccoviiveninnn.. 3,823 4,600 777
AG041 Unmanufacturedtobacco .................c.ciiunnnn... -64 690 754
MTO041 Miscellaneous vehicles and transportation-related

eqUIPMENT .. o 976 1,700 724
AG002 Cattleandbeef ...... ... .. . . i -1,029 -355 674
ST024 Medical goods ......vviii it 2,979 3,592 613
MTO043  Ships, tugs, pleasure boats, and similar vessels ........... -17 550 567
AGO05  POUITY .. 1,205 1,668 463
CHO18  Fertilizers ...... ..o 277 740 463
AGO054 Wood pulp and wastepaper ..............iiiiiiiiaiiin. 1,100 1,487 387
CHO039 Other plastics in primary forms ............... ... ....... 2,606 2,986 380
AGO034 Edible preparations ............ ... 1,174 1,501 327
ST006  Records, tapes, compact discs, computer software,

and otherrecoredmedia ............... ... ... ..., 2,665 2,987 322
CH010 Benzenoid commodity chemicals ........................ 874 1,163 289
MMO066 Miscellaneous articles ..., -3,199 -2,925 274
AGO57  NEWSPHNt ..ttt -3,097 -2,852 245
AGO056 Industrial papers and paperboards ...................... 2,217 2,439 222
ST002  Telephone and telegraph apparatus ..................... -944 -724 220
CHO30 Perfumes, cosmetics, and toiletries ...................... 442 660 218
AGO033 Animal or vegetable fatsand oils ........................ 598 805 207
CHO11 Benzenoid specialty chemicals .......................... 1,587 1,792 205
CHO044  Plastic or rubber semifabricated forms ................... 1,124 1,310 186
AGO023 Deciduous fruit . ... 450 617 167
AGO062 Ethyl alcohol for nonbeverage purposes .................. -72 69 141
MTOO05 Certain industrial thermal-processing equipment

and certainfurnaces .............. . ool 738 876 138
MMO032 Industrial fasteners of base metal ....................... -900 -767 133
CHO52 Boardwovenfabrics ........... ... i -1,747 -1,615 132
CHO025 Pesticide products and formulations ..................... 759 884 125
Source : Compiled from official statistics of the U.S. Department of Commerce.
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Table 2-10

U.S. trade position declines: Ranking of top 30 industry/commaodity groups

(Million dollars)
U.S. balance Absolute change,

USITC _—
code Industry/commaodity group 1993 1994 1994 from 1993
MTO038  Automobiles, trucks, buses, and bodies and chassis

oftheforegoing ......... ... -50,052 -57,875 -7,823
ST018  Automatic data processing machines .................... -12,509 -17,059 -4,550
MMO025 Steel mill products, allgrades ........................... -5,859 -9,406 -3,5647
MMO020 Precious metals and related articles ..................... 5,901 2,498 -3,403
MTO42 Aircraft, spacecraft, and related equipment ............... 24,418 22,145 -2,273
ST016 Diodes, transistors, integrated circuits and

similar semiconductor solid-state devices .............. -5,653 -7,922 -2,269
MMO037 Unwroughtaluminum ........... ... it -2,003 -3,325 -1,322
AGOA7  LUMDEI ..t e -2,562 -3,601 -1,039
MMO055 Furniture and selected furnishings ....................... -3,357 -4,338 -981
MT036 Insulated electrical wire and cable, and conduit;

glass and ceramicinsulators .............. ... ..o, -573 -1,521 -948
AGO30  Cereals .......oiiii 10,142 9,227 -915
AGO028 Coffeeandtea ...........c.ouiiiiiiiii i -1,518 -2,424 -906
MTO012 Construction and mining equipment ..................... 4,352 3,485 -867
CHO06 Natural gas and components ..............c.cooveuunnnnn. -3,818 -4,633 -815
ST004  Tape recorders, tape players, video cassette

recorders, turntables, and compact disc

Players ... -4,866 -5,643 =777
STO01 Officemachines ........ ... ... i i -3,282 -4,004 -722
MMO019 Natural and synthetic gemstones ........................ -5,508 -6,161 -653
ST010  Television apparatus (except receivers and

monitors), including cameras, camcorders, and

cable apparatus . ........ .. -2,197 -2,838 -641
CHO066 Shirtsandblouses .......... ... ... i, -9,188 -9,819 -631
AGO09  Shellfish ... ... -2,383 -2,992 -609
MT014 Farm and garden machinery and equipment .............. 1,255 652 -603
CHO082 Footwear and footwear parts ..............cccoviiuna... -10,501 -11,068 -567
STO009  Television receivers and video monitors and

combinations including television receivers ............. -2,508 -3,017 -509
STO07  Radio transmission and reception apparatus, and

combinations thereof .......... ... .. ... . .. L -2,137 -2,598 -461
MTO028 Electric motors, generators, and related

EQUIPMENT .o -49 -502 -453
CHO027 Medicinal chemicals, except antibiotics .................. 793 391 -402
MMO047 Luggage, handbags, and flatgoods ..................... -2,385 -2,775 -390
MMOB3  Sporting goodS ... ...ttt -1,019 -1,373 -354
AGO32  OIlSEEAS ...\ttt 4,603 4,269 -334
MMO036 Copper and related articles ....................ooiiiit. -506 -838 -332
Source : Compiled from official statistics of the U.S. Department of Commerce.

Table 2-11
Top absolute bilateral U.S. trade shifts (changes) in imports, exports, and total, and resulting change in U.S.
trade balance, by trading partner, during 1993-94

(Million dollars)
Change in U.S.

Rank Partner Exports Imports Total balance

1 Canada .................oooii. 11,777 18,271 30,048 -6,494
2 MexiCo ... 8,871 9,938 18,808 -1,067
3 Japan . ... 5,016 11,369 16,385 -6,352
4 China ... 559 7,147 7,706 -6,589
5 KOrea ......oovviiiii i 3,141 2,561 5,701 580
6 Malaysia ................coiiiiii 858 3,395 4,253 -2,538
7 Germany .......ouuuiiiiineianan 234 3,463 3,697 -3,229
8 Singapore . ... 1,059 2,543 3,601 -1,484
9 United Kingdom ...................... 258 3,226 3,483 -2,968
10 Belgium .............. ..o 1,943 1,167 3,111 776
1 Brazil ........... ... 1,927 1,085 3,011 842
12 Thailand .................... ... ..... 1,069 1,737 2,806 -668
13 Tawan . ... 655 1,605 2,260 -950
14 aly ... 730 1,516 2,246 -785
15 Russia ................ooooiiii -386 1,482 1,868 -1,868

Source: Compiled by the U.S. International Trade Commission from official statistics of the U.S. Department of Commerce.
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Canada $25 billion. North American motor vehicle producers
achieve increased economies of scale by concentrating
the production of specific car models at a single location.
These locations supply both the U.S. and Canadian
markets. North American car manufactures generally
award contracts to the most cost-competitive
anufacturers of car parts on either side of the border.

The U.S. trade deficit with Canada expanded by $6.5
billion in 1994, to $25 bilion. The continuing
depreciation of the Canadian real exchange rate, which
has fallen by over 5.5 percent per annum over the last
years, has made Canadian products increasingly
cost-competitive in foreign market$. The international ~ U.S. imports from Canada of magnetic readers,
competitiveness of Canadian producers was furtherautomatic data processing machines, personal
improved by a decline in unit labor costs. Unit labor computers, and computer parts increased by 17 percent
costs, which represent roughly 60 percent of total ($938 million)in 1994 to $5.4 billion, while U.S. exports
production costs in the Canadian economy, fell for the rose by 18 percent ($1.4 billion) to $9.2 billion. U.S.
fifth consecutive quarter at the end of 1994. Lower unit multinationals such as IBM, Digital Equipment, and
labor costs were the result of restrained wage growth andHewlett Packard supply assembly operations in Canada.
improvements in productivity performant®. The Products made by these operations are sold throughout
combination of these factors encouraged a 17-percentNorth America. U.S. exports of computer and related
rise ($18 billion) in U.S. imports from Canada to $129 equipment and parts were further boosted by the efforts
billion. U.S. exports to Canada increased by 13 percentof the Canadian commercial services séétrincrease
($12 billion) in 1994 to $104 billion. The rise in exports the ratio of its services exported as a percentage of
was sustained by the strong Canadian economy.merchandise trade. Canadian firms have invested in more
Canadian GDP grew by 4.5 percent in 1994, outpacing sophisticated office automation and computer equipment
the combined rate of growth of the G7 (3.0 percent) in order to be more competitive in the international
including the United States (4.1 percet®t).The services marketplace. The Canadian ratio (10 percent) is
U.S.-Canadian Free-Trade Agreement (CFTA) and the significantly lower than those of the United States, Italy,
NAFTA have provided U.S. producers with improved and France (over 30 percef?).

ac(;:ests_ to t?:e Caa_ma?ia_r]lr markets and  significant; ., ,ots of furniture from Canada rose by 30 percent
reductions in L-anadian tarifts. ($465 million) to $2 billion in 1994, while U.S exports of

Canada continues to be the leading trading partner of th urniture to Canada rose by 12 percent ($151 million) to

United States, accounting for one-fifth of total U.S. 1.4 billion. The bulk of the increase i.” imports was
imports ($129’ billion) in 1994 and a market for a accounted for by wood household furniture and motor

comparable share of U.S. exports ($104 billion). The vehicle seats and parts. Canadian household furniture

United States was both the leading market for CanadianProducers provide furniture to the U.S. market at lower

exports (85 percent) and the principal source of imports prices than their European competitors. Prqdu_gers In
(76 percentf0 Such factors as geographical proximity, Canada have ready access to lumber and significantly

resource endowment, infrastructure, <:ommunications,IOWer transportation costs because of proximity to the

media linkages, similar cultures and language promoteU'S' mquet. To a large extent, Canadian _producers of
trade between the two countries. electronically adjustable car seats are reliant on parts

from the United States. The finished seats are used by

Motor vehicles accounted for the most significant share Vehicle assembly operations on both sides of the
of U.S. trade with Canada in 1994. Reflecting continued U-S.-Canada border.

integration of the North American motor vehicle U.S. imports of aluminum rose by 25 percent ($929
industry?1 U.S. imports of motor vehicles and parts from mjllion) to $3.2 billion in 1994; while U.S. exports of
Canada rose by 15 percent ($4.8 billion) in 1994, to $38 gluminum rose by 24 percent ($264 million) to
billion; while exports of motor vehicles and parts to $1 4 pillion. Cross border trade in these products
Canada increased by 18 percent ($3.7 billion) to jnyolves processing and subsequent manufacturing into
parts, particularly auto parts.

17Ray Barrell, Nigel Pain, and Julian Morgan, “The

World Economy,National Institute Economic RevieNov. Canada’s comparative advantage in the global market is

1994, p. 43. based partly on its wealth of natural resources. Lumber,
18The Economy in Brief, Department of Finance particle board, paper, and pulp used to make paper and

Canada, Mar. 1995, p. 3. corrugate boxes accounted for a significant trade shift
19Scotiabank: The Bank of Nova Scot@lpbal between Canada and the United States. U.S. imports of

Economic OutlookNova Scotia, Canada, May 1995), p. 3. these products rose by 20 percent ($1.6 billion) in 1994 to

20y.S. Department of Stat€ountry Reports on o :
Economic Policy and Trade PracticAd/ashington, DC: $9.7 billion. U.S. supply shortages of lumber and particle

GPO, Feb. 1995), p. 143.
21l|ntegration of the North American motor vehicle 22This sector includes firms involved in consulting,
industry was greatly facilitated by the Automotive Products administration and management, communication, and data

Trade Act of 1965 (APTA), which provided for free trade processing.

between the United States and Canada for most motor 23 National Bank of Canad&conomic and Financial
vehicles and parts (Public Law 89-283, 79 stat. 1016). The Forecast, North-American Financial Environment
APTA later served as a model for the CFTA and the NAFTA. Department of Economic Analysis, Autumn 1994, p. 7.
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board caused by both environmental restrictions imposedthe Canadian Government is currently evaluating the
on timber harvests and an increase in U.S. domesticefficiency of its unemployment insurance programs. A

demand because of a robust economy provided Canadiasignificant portion of Canadian tax revenues are devoted
producers with a beneficial market. Canadian pulp andto this policy3!
paper producers were also able to capitalize on rising

paper prices because of strong U.S. and world demand

for printing and writing paper.

Josephine Spalding-Masgarha
(202) 205-3498

Another resource-based product that contributed Mexico
significantly to the rise in U.S. imports from Canada was
natural gas and hydroelectric energy, as U.S. imports ofBilateral merchandise trade between the United States
energy-related products rose by 25 percent ($1.3 billion) and Mexico expanded by more than 20 percent in 1994,
in 1994, to $6.4 billion. Canadian producers have phasedhe first year following implementation of the NAFTA.
in new ethylene and ethylene glycol plants. Further, Real economic growth in Mexico increased to an
low-cost ethane feedstock in West Canada gives estimated 2.8 percent following a sluggish 0.4 percentin
producers in this area a competitive advantage over1993. Mexico remained the fastest growing and the
producers in the U.S. Gulf of Mexico regiéh. third-largest U.S. trading partner (after Canada and
Development of Canada’s oil safélould fuel the  Japan). Despite relatively slow growth in the Mexican
growth of the petroleum sector into the next century by economy, U.S. exports to Mexico grew by 22 percent
tripling production to as much as 1.2 million barrels a ($9 billion) to $49 billion in 1994. Imports from Mexico
day?26 also expanded, rising by 25 percent ($10 billion) to $48.6
billion. As a result, the U.S. merchandise trade surplus
Higher levels of government debt are expected to reducewith Mexico continued to decline, from $1.6 billion in
both the level of Canadian output and the share of output1993 to $531 million in 1994.
that is available f(_)r dome;tic Canadian consumption in Implementation of the NAFTA on January 1, 1994,
199527 Net public debé‘;n FY 1993-94 exceeded 74, inyed market reforms, and an accelerated influx of
percent of Canada's GBP. To handle this debt, the foreign investment all expanded the role played by
Canadian Government must either raise taxes andforeign trade in Mexico's economy in 1994. The
subsequently reduce the share of output that is ava'lableeconomic reforms of the Carlos Salinas de Gortari

for consumption, or borrow. When a government’s L ; : : ; N atio
o S o o s trd i i
Government, interest rates usually increase becausgqoiqn investment) paved the way for the NAFTA. In
lenders demand a higher rate of return. Higher interesty, ., “ipe NAFTA has eliminated quotas in textiles and
rates, in turn, reduce investment in new plants, ;ooa el established rules and protection for investors;
equipment, and research and development. strengthened the protection of intellectual property; and

assured market access for U.S. agricultural gééds.

In order to cut spending and devote more resources t0gq04,se of NAFTA, U.S. exports of semiconductors and
lowering its debt, the Canadian Government, among .,y ters, telecommunications equipment, medical

other things, isimplementing the following measures: (1) yeyjces; electronic equipment, and machine tools are
no longer own, operate, and subsidize large parts of itS, " eligible for zero Mexican tariffs, which has
transportation system; (2) eliminate the subsidies underincreased the competitiveness of U.S. exports in those

the Western Grain Transportation Act, the Atlantic ; A\ ; ;
Region Freight Assistance Act, and the Maritime Freight fﬁ:t&gig::ﬁgﬁzg vis-a-vis other foreign suppliers to
Rates Act as of August 1, 1988:and (3) cut dairy - o _
subsidies by 30 percent over the next 2 yéduBurther, Political and sQC|a_I developments were also an important
factor for Mexico in 1994. The January uprising of the
” : Zapatista National Liberation Army in the Chiapas
2 Scotiabank, p. 3. , _ , region, the kidnapping of the president of Banacci, a large
Canadian oil sands refer to oil that is found in private bank, and the assassination of Luis Donaldo

sedimentary rocks, such as sandstone. . - . . A
261).S. Department of State Telegram, “Canadian Colosio, the Presidential candidate for the Institutional

Policy, Economic and Financial Development for the Period: Revolutionary Party (PRI), in March, gave rise to

May 12-May 18, 1995,” message reference No. 2553, concern about the future of Mexico. Although
prepzb}red by U.S. Embassy, Ottawa, Canada, May 1995, p. 2.implementation of NAFTA inspired investor confidence,
ot Bank off%an_adaLRevIlevabSOme Macrgegop%mlck . the developments following these incidents contributed
&ﬁ’];:(?;'%n:\/%w’\',f/'irr']?er’ei'ggg_%?‘éet{gwae’né_ 4e1.t, ank ol to massive capital outflows. The peso had depreciated by
28|.S. Department of Stat€ountry ReportsFeb. 8 percent as of July 1994, a precursor of the peso crisis
1995, p. 143.
29 Adjustment packages of more than $500 million 31 Miles Corak and Wendy Pyper, “The Distribution of
Canadian dollars will be provided to operations directly Ul Benefits and Taxes in Canad&anadian Economic
effected by these measures. Observer Statistics Canada, Dec. 1994, p. 3.1.
30 Department of Finance Cana@ydget of Canada, 32U.S. Department of Commerce,“Mexicd/.S.
1995 Ottawa, Canada, Feb. 1995, p. 16. Global Outlook: 1995-20Q0Mar. 1995, p. 92.
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that would occur in Decemb@?. Capital outflows were  same time, imports of electronic equipment from Mexico
also exacerbated by rising U.S. interest rates that drewrose by $3.6 billion (36 percent) to $13.6 billion.
short-term investors away from Mexico and to the U.S. Products accounting for the largest increases in U.S.
market. In addition, Mexico’s foreign reserves were electronic equipment trade with Mexico are shown in
depleted by the Salinas administration’s efforts to bolster table 2-12 below.

the peso’s strengtf. These conditions culminated in

December’s peso devaluation and resultant financial In terms of other important trade sectors, the United
Crisis 35 States increased its trade surplus with Mexico in

. . agricultural products by $763 million in 1994 to $1.3
Mexico accounted for 10 percent of total U.S. exports in pjllion. The most important U.S. exports were cereals
1994 and 7 percent of U.S. imports. Expanded trade with($958 million), soybeans ($537 million), and beef ($269
Mexico accounted for 21 percent of the increase in U.S. mjllion). The United States continued to import high,
exports in 1994 and 12 percent of the rise in imports. relatively constant volumes of vegetables and root
Bilateral trade between the two countries is characterlzedproducts ($1 billion) and fruits and nuts ($429 million).
by U.S. exports of capital goods, machinery, office U S, exports of textiles and apparel increased by $482
equipment, agricultural products, and components for mjllion (28 percent) in 1994 to $2.2 billion, mainly in the
assembly, and Mexican exports of raw materials, form of various textiles and fabrics, and shirts and
petroleum, agricultural prodqcts, and g.oods assembledbmuses; while imports jumped by $574 million (31
from U.S. components. Mexico’s maquiladora industry percent) to $2.4 billion, mostly in men’s and women’s
(the assembly of foreign components for re-export) trousers, undergarments, and footwear. U.S. exports of
accounted for nearly one-quarter ($12 billion) of U.S. yarious plastic articles expanded by $742 million (36
exports to Mexico in 1994, and almost one-half ($23 percent) to $2.8 billion, while exports of paper products
billion) of U.S. imports from Mexico. increased by $264 million (24 percent) to $1.4 billion.

The importance of the maquiladoras program as a
competitive strategy for U.S. companies is further
illustrated by the continued integration of the North
American motor vehicle industry. U.S. exports of motor
vehicles and parts to Mexico grew by $816 million in
1994 to $5 billion, while imports of motor vehicles and
parts from Mexico rose by $1.1 billion to $7.1 billion.

The future of the Mexican economy, and the impact that
the changes may have on its trade relationship with the
United States, is somewnhat unclear in 1395{owever,

the NAFTA will continue to confer benefits on its
members through improved access, freer markets, and
low to zero tariffs. Mexican President Ernesto Zedillo has

Most of this U.S.-Mexico trade in motor vehicles consists
of U.S.-made components being assembled into aut
parts, industry-related subassemblies, and finished
vehicles. Leading examples of motor vehicle parts being
assembled in Mexico are ignition wiring sets ($2.9
billion), seat covers ($805 million), engines ($619

million), and catalytic converters ($339 million).

()

committed his administration to continue to open its
financial institutions to foreigners, as well as to privatize
other important sectors, and to restore consumer and
investor confidence in the Mexican econcty.
Jennifer Rorke
(202) 205-3489

Two-way trade in finished vehicles is becoming
increasingly important as trade and investment barriers

continue to fall under NAFTA. U.S. imports of cars and Japan
trucks from Mexico expanded by $1 billion in 1994 to

reach $5 billion, while U.S. vehicle exports to Mexico The total dollar value of the U.S. merchandise trade
jumped from $123 million to $589 millio?f deficit with Japan increased again in 1994, expanding by

The U.S. electronics industry also emp'oys production $64 billion to $665 bi”ion, Continuing the trend begun

sharing in its competitive strategy. Their *high-tech” in 199139 This rise in the bilateral trade deficit in 1994

products typically require a certain degree of
labor-intensive assembly operations. As a result, U.S.  37Fqr 3 more in-depth discussion of the factors

exports of electronic equipment to Mexico increased by contributing to the peso’s collapse, see USIY&r in Trade
$1.7 billion (21 percent) in 1994 to $9.8 billion. At the 1994 USITC publication 2894, ch. 4, “Mexico.” See
especially pp. 85-86.

38Since U.S.-Mexican trade in the automotive sector
consists principally of applying Mexican labor to U.S.-made
parts, the United States will continue to run a bilateral trade
deficit in the sector to the extent that the value added by
Mexican labor exceeds the value of U.S. automotive
products actually consumed in Mexico.

39The Economist Intelligence Unit (EIU), Country
Report: Japan, 4th quarter 1994 (London, 1994), p. 37, and
Douglas Ostrom, “Japan’s Trade Numbers Dip in First
Quarter,” JEI Report, No. 17B, (Washington, DC: Economic
Institute, May 5, 1995), pp. 2-3.

33For more information see, USITC, “NAFTA Update:
Steady U.S. Bilateral Trade Growth With Mexico Faces
Mixed Prospects in 1995|hdustry Trade and Technology
ReviewMar. 1995, p.1.

34USITC, “International Trade Developments:
Financial Crisis in Mexico,International Economic Review
Mar. 1995, p. 12.

35U.S. Department of Stat€ountry ReportsFeb.
1995, p. 394.

36 Lawrence H. Summers, Under Secretary of the
Treasury, testimony before the Senate Banking Committee,
Treasury NewsMar. 10, 1995.
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Table 2-12
Principal U.S. exports and imports of electronic products to Mexico, absolute value increase between 1993
and 1994, and total value in 1994

(Million dollars)

Increase from

Commodity 1993 to 1994 Total in 1994
Television receivers:

I POIES o 683 2,217
Integrated circuits:

EXPOITS .« o 480 912
Computers and related equipment:

IMPOIS .« 448 931

EXPOITS . o 223 786
Camcorders and telephone products:

IMPOIS . 419 652
Printed circuit boards:

EXPOITS . 311 748
Parts for television sets(picture tubes):

EXPOITS .« e 243 679
Electric capacitors:

EXPOIS . 143 409

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

was the third-largest increase with any U.S. trading rates in the United States and JafaA. third type of
partner, only slightly behind that with China ($6.6 explanation focuses on changes in exchange rates, one
billion) and Canada ($6.5 billion). The United States aspect of which is the so-called J-curve effect where, as
accounted for about 30 percent of all Japanesethe yen appreciates against the U.S. dollar, U.S.
merchandise exports (on a customs-clearance basisfustomers pay more in dollars for the same volume
between 1990 and 1994 and was by far Japan’s largesfquantity) of Japan’s exports to the United States in the
export market. The United States was also by far theshort run, and Japanese customers pay less in dollars for
largest source of Japanese imports, supplying from 22 tothe same volume of U.S. produééFinally, as noted in

23 percent of the total during the same period. the U.S Department of State and USTR references, the
U.S. Government has contended that Japan engages in
structural practices thatimpede imports or resultin prices
not being sufficiently lower on imported products to
reflect the full appreciation of the yen.

Analysts have given a variety of explanations for the
continued expansion of the U.S. trade deficit with Japan
innominal U.S. dollars, even though the average nominal

value of the yen has appreciated against the U.S. dollara|though the rate of growth of the U.S. deficit with Japan
since 1991. One general explanation emphasizesyaq followed a rising trend, growth slowed in 1994 as

differences between countries in year-to-year rates ofgpown in the following tabulation (in billions of dollars):
growth in real GDP, noting that the U.S. economy has

been expanding in recent years, while that of Japan

slowed sharply during 1991-93, before gaining slightly Year Increase Total
in 199440 Another type of explanation looks at the U.S. igg% ---------------- i-g Z‘:g-%
Federal budget deficit and disparities between savingsygas o) 601

1994 .. ... 6.4 66.5

39—Continued
Japan’s merchandise trade and current account surpluses

41See Greenspan, statement before the Committee on

have for many years caused Japan’s major trading partners tahe Budget, U.S. House of Representatives, Mar. 8, 1995,
ask it to make structural adjustments in its economy to allow pp. 422-424; Bradsher, “Greenspan Says,” p. D2; and

increased imports. U.S. Department of St@m@yntry
Reports on Economic Policy and Trade Practices
(Washington, DC: GPO, Feb. 1993), pp. 107-108
(hereinafteiCountry Reports1993); U.S. Department of
State,Country Reports on Economic Policy and Trade
Practices(Washington, DC: GPO, Feb. 1994), pp. 62-66
(hereinafteiCountry Reports1994); U.S. Department of
State,Country ReportsFeb. 1995, pp. 61-65 (hereinafter
Country Reports1995); United States Trade Representative
(USTR),1994 National Trade Estimate Report on Foreign
Trade Barriers see especially pp. 141-146 (hereinatt@®4
National Trad@; and USTR,1995 National Trade Estimate
Report on Foreign Trade Barriersee especially pp.
163-172 (hereinaftet995 National Trade

40See Thomas, “U.S. International Transactions,”
pp. 408-410, discussed in the “Exchange Rate Shifts”
section.
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Kristof, “Japan’s Secret Weapon,” section 4, p. 1, discussed
more fully in the “Exchange Rate Shifts” section.

421n a fully free market, customers and suppliers adjust
to changed prices and costs, and the U.S. trade deficit with
Japan would decrease. However, one analyst stated, “the
demand for many Japanese exports is relatively price
inelastic.” EIU,Country Report: Japamth Quarter 1993
(London, 1993), p. 5. Another source showed that during
the period since 1988, the volume (quantity) of Japanese
imports increased substantially more than Japanese exports,
and it presented evidence that Japan’s import and export
prices have not fully adjusted to reflect exchange rate
changes. This source stated that these data led to assertions
that Japanese exporters squeezed profit margins to hold on to
market share and that import prices at the retail level did not
fall fully to reflect the appreciation of the yen. ElCuntry
Profile: Japan, 1994-9%London, 1994), pp. 40-41.



The trade deficit with Japan in 1994 was by far the largestJapan’s large, persistent current account surplus with the
bilateral deficit that the United States had with any world decreased by $2.3 billion to $129.1 billion (2.8
country; China ($29.4 billion) and Canada ($25.1 billion) percent of Japan’s GDP) in 1994, reversing the upward
were a distant second and third. Nevertheless, whentrend begun in 1991, but registering the second-highest
measured as a percent of the total trade deficit, Japan'surplug®following the record $131.4 billionin 1993 (3.1
share continued to slide, as shown in the following percent of GDP¥S The rising current account surplus in
tabulation: 1991 began simultaneously with an appreciation in the
value of the yen, which accelerated rapidly in nominal
terms in 1994. Consistent with the J-curve theory, this

Japan’s Total trade

Year share deficit appreciation contributed, for a given quantity of goods,
directly to an increase in the dollar value of U.S. imports
(Percent) (Billion from Japan (Japanese exports) and to a decrease in the
dollars) dollar value of U.S. exports (Japanese imports).
%gg% o gg 183:? The U.S. trade deficit in the highly contentious
1993 . .. 44 135.6 automobile sector ($28.0 billion) accounted for 42
1994 ... 38 176.0 percent of the total U.S. bilateral trade deficit with Japan

in 1994. Although U.S. exports of passenger cars to Japan
nearly doubled in 1994, rising by $811 million to $1.9
U.S. imports from Japan increased by $11.4 billion billion, imports of that class of vehicle from Japan
(11 percent) to $117.5 billion in 1994, while exports to climbed by $3.2 billion (12 percent) to $29.9 billion. The
Japan grew by $5.0 billion (11 percent) to $51.1 bilfidn.  15:1 ratio in favor of Japan in bilateral auto trade is
This sharp rebound in U.S. exports, followed a decline of disconcerting to U.S. trade policy makers. The sectoral
$294 million in 1992 and a slight rise of only $195 trade imbalance has led to a 25-percent Japanese share of
million in 1993. This occurred mainly because the rate of the U.S. auto market whereas U.S. car manufacturers
growth of the Japanese economy began to recover insupply only 3 percent of the Japanese market. By
1994 from the sharp slowdown it experienced in contrast, automobiles assembled by subsidiaries of Ford
1991-93, and because the yen appreciated against th#lotor Co. and General Motors supply roughly
U.S. dollar** Having increased annually since 1991, one-quarter of the European new vehicle market.

U.S. imports from Japan were more than twice as large as

U.S. exports in 1994. Japan’s trade surplus with the United States in selected
auto parts and engines widened still further in 1994,
43The value of the rise in imports was the climbing $696 million to $5.9 billion (tables 2-13 and

second-largest bilateral expansion in 1994, behind the $18.3 2-14).
billion increase from Canada. Total U.S. trade with Japan
equaled $168.6 billion (15 percent of the total) in 1994,

making it the second-largest trading partner behind Canada. 45Douglas Ostrom, “Japan’s Current Account Surplus

It also ranked second behind Canada both as a market for ~ Falls Slightly in 1994,"JEI Reporf No. 7B, (Washington,

U.S. exports and as a source of imports. DC: Japan Economic Institute, Feb. 24, 1995), p. 2, and
445ee Thomas, “U.S. International Transactions,” Douglas Ostrom, “Japan’s Current Account Surplus

pp. 408-410, cited in the “Exchange Rate Shifts” section. Registers Sharp DropJEI Reporf No. 19B, (Washington,

Real GDP in Japan increased by 0.6 percent in 1994, the ~ DC: Japan Economic Institute, May 19, 1995), p. 2. In
third-lowest increase since GDP figures began to be addition to the nominal drop, the real (in 1985 prices) current
collected in their current form in 1970. Very low levels of account surplus fell for the second straight year, by 1.7
capacity utilization deterred a recovery in spending on new trillion yen to 1.9 trillion yen in 1994, after having fallen by
plant and equipment, which decreased by 8.8 percent in real 722 billion yen in 1993, as Japanese imports of goods and

terms in 1994. Growth in consumer spending, housing services expanded more rapidly than exports of goods and
construction, business inventories, and government spendingServices. Douglas Ostrom, “Japan’s Economy Ekes Out
just barely offset the decrease in plant and equipment Slight Gain in 1993,JEI Report No. 13B (Washington,

spending and in net external demand. One source estimated DC: Japan Economic Institute, Apr. 1, 1994), pp. 2-3, and
that the decrease in net external demand reduced the growth Ostrom, “Japan’s Economy Ekes Out Small Gain in 1994,
rate of real GDP by 0.6 percentage point in 1994. Priorto P-4 )

the 1990s, Japan had never had 2 consecutive years of less Further, although Japanese merchandise trade data are
than 3 percent growth in real GDP. The revised figures for  not available in real terms, the nominal yen merchandise
1992, 1.1 percent, and 1993, -0.2 percent, mean that Japan trade surplus (customs-clearance basis) with the world

has now had 3 years of below 3-percent growth. EIU, continued to decline, for the second straight year, by 9,829
Country Report: Japamth quarter 1994, p. 9, Douglas hundred million yen in 1994 to 123,932 hundred million
Ostrom, “Japan’s Economy Ekes Out Small Gain in 1994,”  yen, following a 1,088 hundred million yen drop in 1993 to
JEI Report No. 11B (Washington, DC: Japan Economic 133,761 hundred million yen. Despite the dip in the nominal
Institute, Mar. 24, 1995), pp. 1-3, and U.S. Department of yen merchandise trade surplus with the world in 1993 and
State,Country ReportsFeb. 1995, pp. 60-61. For a 1994, Japan’s surplus with the United States continued

discussion of the monetary policies pursued by Japan since upward in those years, albeit in smaller amounts, rising by
1989 that initially caused the sharp slowdown in Japan’s 487 hundred million yen in 1994, and by 717 hundred
economy and of the monetary and fiscal policies adopted to million yen in 1993. Economic Section, Embassy of Japan,

try to stimulate the economy out of recession,Geentry Washington, DC. See also Douglas Ostrom, “Japan’s
Reports 1993, pp. 107-10&ountry Reports1994, Trade,” pp. 2-3.
pp. 62-63; andCountry Reports1995, pp. 60-61. 461994 National Trade, p. 141.
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Table 2-13
Leading increases in U.S. imports from Japan, 1993-94

Increase in 1994—

Total value
Industry/commodity Value Percent in 1994
Million Million
dollars dollars
Automobiles, trucks, and buses ........... ... i, 3,400 12.2 31,241
COMPULBIS .ttt ettt et e e e 2,017 15.6 14,874
Diodes and other semiconductor devices ....................... 1,870 32.3 7,649
Steel mill products . ... 506 38.6 1,814
Motor vehicle engines . ... 413 18.7 2,619
Certain motor vehicleparts ............ ... .. i 407 10.7 4,201
Certainmachinetools ........... ... .. i, 274 26.4 1,313
Construction and mining equipment . ..., 261 30.1 1,126
Farm and garden machinery and equipment . .................... 256 49.3 776
Semiconductor equipment, robots, and certain
other industrial machinery ........... ... ... i 244 12.0 2,274
Primary cells and batteries and electric
storage batteries . ... ... 193 36.5 719
Measuring, testing, controlling, and
analyzing iNStruments .. ........... .o 169 14.9 1,300
Photographic camera and equipment . ............ oL 152 16.6 1,063
AllOther .. 1,207 2.7 46,565
TOtal . 11,369 10.7 117,532
Source: Compiled from official statistics of the U.S. Department of Commerce.
Table 2-14
Leading increases in U.S. exports to Japan, 1993-94
Increase in 1994—
Total value
Industry/commodity Value Percent in 1994
Million Million
dollars dollars
Automobiles, trucks, and buses ........... ... i 848 76.2 1,961
Aircraft, spacecraft, and related equipment ...................... 526 18.7 3,326
COMPULEIS ..o e 427 145 3,364
Radio transmission and reception apparatus .................... 343 124.8 618
Diodes and other semiconductor devices ....................... 309 28.5 1,392
Medical goods . ... .. 222 20.6 1,297
Semiconductor equipment, robots, and certain
other industrial machinery .......... ... ... . o i 211 39.4 747
Measuring, testing, controlling, and
analyzing inStruments . ............ i 211 20.4 1,242
Cigarettes, cigars, andtobacco . .............. ... ... il 195 12.2 1,795
Certain motor vehicle parts, including engines ................... 125 16.5 883
Furniture and selected furnishings® ............................ 121 106.8 235
Boilers, turbines, and related machinery ........................ 103 185.0 158
Bl L 100 8.1 1,329
CErEaISZ ..t 99 4.3 2,374
AlLOther .. 1,175 4.0 30,339
Total . 5,016 10.9 51,061

1 virtually all leather seat covers for motor-vehicles, which were reexported to the United States in finished vehicles.
2 U.S. exports of rice increased by $224 million to $238 million, caused by a serious shortfall in domestic production. Exports of
certain other cereals decreased. Japan agreed in the Uruguay Round to begin to import rice.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Japan exported eight times as much to the United Stateslecreases in U.S. imports from Japan were tape, record,

as the United States exported to Japan in selected autand compact disc players, by $212 million (9 percent),

parts and engines in 1994, with Japan’s exports to theand stereo receivers and other radio transmission and

United States growing by $820 million to $6.8 billion reception apparatus, by $163 million (10 percent). The

while U.S. exports to Japan increased by $125 million to most significant reductions in U.S. exports to Japan in

$883 million. 1994 were petroleum, by $205 million (37 percent),
leather and hides, by $154 million (37 percent), and

In aggregate, motor vehicles and selected partsoilseeds, by $135 million (14 percent).

(including vehicles such as trucks, buses, and

motorcycles) accounted for 32 percent ($38.1 billion) of Carl Seastrum

Japan’s total exports to the United States in 1994, but (202) 205-3493

only 6 percent ($2.8 billion) of U.S. exports to Japan. In

addition to passenger cars and selected parts, U.S. .

imports of tractors, trucks, and construction vehicles also Chlna

ignificantly in 1994, rising by $636 million to $3.1 . L .
gﬁﬁ\évns_’lgm cantly in rising by $ millionto $ The U.S. merchandise trade deficit with China grew by

$6.6 billion to $29.4 billion in 1994, compared with a

In sharp contrast to the persistent bilateral trade deficit$4.6 billion expansion to $22.8 billion in 1992,
endured by the United States with Japan in the motorcontinuing the widening of the deficit with China begun
vehicles and parts sector, the United States continues tén 198448 The U.S. trade deficit with China in 1994 was
enjoy a trade surplus with Japan in aircraft, jet engines,Surpassed only by that with Japan ($66.5 billh)he
and other aircraft parts. U.S. exports to Japan in therate of increase in U.S. exports to China slowed notably
aircraft sector grew by $599 million in 1994 to $4.0 in 1994 to 6 percent, a growth of $559 million to $9.2
billion (8 percent of total exports to Japan), while imports billion, down from a 17 percent ($1.3 billion) expansion
from Japan rose by $88 million to $600 million, for a 10 $86 billion in 1993. In contrast, .U.S. imports from
7-to-1 U.S. trade surplus. Chinaincreased at the same rate as in 1993, by 23 percent
($7.1 billion) to $38.6 billior?® Furthermore, the value
Two-way trade in computers and semiconductor devicesof U.S. imports from China rose from roughly 3.6 times
continued to flourish in 1994, albeit to Japan’s advantage,the value of U.S. exports to Chinain 1993 to 4.2 times the
as the industries in each country found receptive marketvalue of U.S. exports in 1994. The slowdown in the rate
niches in the other country. U.S. imports grew by $3.9 of increase in U.S. exports to China was surprising since
billion to $22.5 hillion, accounting for 19 percent of total China had enjoyed three consecutive years of very high
U.S. imports from Japan in 1994; while U.S. exports growth inreal GDP: 12.8 percentin 1992; 13.4 percentin
climbed by $736 million to $4.8 billion, or 9 percent of 1993; and 11.8 percent in 1994. This rapid GDP
total exports to Japan. Other top U.S. export performers
in 1994 were manufacturing equipment, cellular 48This bilateral trade deficit increase was the largest the
telephones, medical goods, and cigarettes. Other Ieadin%nited States had with any country in 1994. Based on

export gainers from Japan to the U.S. market were “hinese data, dtrl]—ieohjgifgngt?giscvﬁ?nseghee :f;;?g;%g’teﬁé
manufacturl_ng e_qUIpment, steel, batteries, and third-la’rgest source, behind Hong Kong and Japan, of
photographic equipment. For the most part, growth in imports in 1993.E1U, Country Report: China/Mongolja

U.S. imports from Japan reflects the continued strength1st ciuarter 1995 (London, 1995), p. 50.
of the U.S. economy while the typically smaller rise in 9The trade deficit with China accounted for 17 percent

; inn in0f the $176.0 billion total U.S. merchandise trade deficit in
U.S. exports represents the turnaround in expansion |n1994’ compared with 17 percent of the $135.6 billion in

GDP in Japar! 1993 'and 18 percent of $100.1 billion in 1992.

. L 50 China accounted for the fourth-largest bilateral
There were only a limited number of significant increase in the value of U.S. imports in 1994 and the
aberrations to the trend toward expansion in U.S.-Japarseventeenth-largest increase in the value of exports. It

trade. The mostimportant of these was a $1.2 billion dropranked fourth as a source of U.S. imports and fourteenth as a

: : arket for exports in 1994. Total U.S. trade with China
(46 percent) in Japanese exports of games to the Unite mounted to $47.8 billion in 1994, ranking it as the

States, to $1.4 billion as the world video game market sixth-largest U.S. trading partner, up from its seventh-largest

caught its breath prior to the next anticipated round of partner in 1993.

technological innovations and price increases. Other big ' Real GDP in 1980 prices. Real GDP increased from

1.44 trillion renminbi in 1993 to 1.61 trillion renminbi in

1994. “PRC State Statistical Bureau Statistical Communique
47The United States has encouraged Japan in recent on the 1994 National Economic and Social Development

years both in the United States-Japan Framework for a New (Feb. 28, 1995),Daily Report: ChinagHong Kong:

Economic Partnership and in other specific industry Foreign Broadcast Information Service (FBIS), 1995),

“Arrangements” and talks to import more U.S. products in FBIS-CHI-95-044, Mar. 7, 1995, p. 41. See aSountry

many of the industry/commodity groups in which the United Reports 1995, pp. 40-41. The comparable 1994 report

States experienced its greatest increases in exports in 1994, stated that some estimates based on a

including wood products, motor vehicles and parts, purchasing-power-parity comparison basis suggest that

semiconductors, medical devices, and telecommunications China has the third-largest economy in the world. Thus, it
equipment. Se#994 National Tradepp. 142, 147-149, concluded, as foreign investment in China reached record
151-152, 156-160, 176-179, and 180-183. levels in 1992-93, “many foreign firms see China as a key
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growth was led by an even faster rise in Chinese exportsChina has made significant progress under the terms of
which jumped by 32 percent ($29.2 billion) to $121.0 the October 10, 1992, Memorandum of Understanding
billion in 1994. Meanwhile, China’s imports grew at a on Market Access that China signed with the United
more moderate pace, increasing by only 11 percentStates. The memorandum committed China to dismantle
($11.9 billion) to $115.9 billion in 1994, compared witha 90 percent of its nontariff import restrictions over 5 years
sharp increase of 29 percent ($23.4 billion) to $104.0 and to lower tariffs on a large number of go8elsThe
billion in 1993. The resulting $5.1 billion surplus was a 1995 USTR report noted that “nonetheless, at present,
sharp reversal of the overall merchandise trade deficit of China still uses an intricate system of tariff and non-tariff
$12.2 billion it experienced in 1993, China’s first deficit administrative controls to implement its industrial and
since 19892 trade policies®® Such controls include import licenses,

) ) a complex and sometimes arbitrary import approval
The high growth rate of total Chinese exports was process (including lack of transparent public access to it),
attributed to two primary factors. First, prior to 1994, quotas and/or restrictions (often unpublished), a general
foreign-invested enterprises incurred a large trade deficitjack of transparency of its trade regime, high and
because of rapidly increasing investment in plant, “prohibitively high” tariffs, tariffs that vary for the same
equipment, raw materials, and semifinished products product, additional taxes, foreign exchange controls, the
required to begin operations. The deficit shifted in 1994 yse of standards and certification requirements to ban
asthese flrms_began to fulfill the reqUIrem.ent tO eXport 80 imports or to make them less Competitive with Chinese
percent of their output that most of these firms incurred asproducts, indirect subsidies to exports, lack of protection
a condition to invest in China. Such firms accounted for of intellectual property, and industrial policies aimed at
37 percent ($87.7 billion) of total Chinese trade in 1994, protecting and fostering domestic industry. The last
up 31 percent from 1993. Second, the merging of the duahamed practice, import substitution, directly contradicts
exchange rate system into one on January 1, 1994China’s claim that it had eliminated all import
resulted in a devaluation of as much as 30 percent of thesypstitution regulations, guidance, and policies and that it
renminbi against the U.S. dolfat.However, this change  would not engage in such practices in the fubdre.
occurred in early 1994, and, by the end of 1994, the However, in July 1994, China issued the Automotive
renminbi had appreciated slightly, leading to speculation |ndustrial Policy, placing local content requirements on
that the rate of increase of Chinese exports would slow inthe  automobile  industry. ~ Strict  local-content

199554 requirements mandate that Chinese auto parts be used

. “whether comparable or not in lity or price.”

A number of factors may explain the lackluster rate of ether compa at_) & or not in quality or p cr@

growth of U.S. exports to China. The significant and The rate of expansion of U.S. exports to China may also
pervasive controls over and barriers to entry of imports have been slowed by efforts of the Chinese Government
maintained by the Chinese Government may provide [0 restrain the rate of growth of inflation. The Chinese

some of the explanation. The USTR noted in 1995 that€conomy experienced a sharp increase in inflation in
1993 that continued in 1994 caused by the combination

of rapid growth of GDP, the freeing of some domestic

grovstltrn?grrll(té?lg%% untry Reports 1994, pp. 42-43. The prices, and the pressure to raise some domestic prices to

USTR stated that “China is now the fastest growing major yvorld prices gs China implemented agreements to open

economy in the world.”1995 National Tradep. 47. its economy?® The bulk of the products exported from
52“Statistical Communique of the State Statistical

Bureau of the People’s Republic of China on the 1993 551994 National Trade, pp. 44-45; Country Reports,

National Economic and Social Development (Feb. 28, 1994, p. 45; and 1995 National Trade, p. 48.

1994),” China Economic New@iong Kong), Supplement 561995 National Trade, pp. 47-59 and 63-64. See also,

No. 3, Mar. 14, 1994, p. 1, and “PRC State Statisticajly Country Reports, 1995, pp. 42-46.

Report: ChingHong Kong), p. 44. However, the USTR 571994 National Trade, pp. 48-49; Country Reports,

stated, Chinese export data “may significantly understate” 1994, pp. 43-45.

the value of Chinese exports because such exports are 581995 National Trade, p. 52. See also, Country

routinely calculated using a value-added method rather than Reports, 1995, p. 43. The latter also stated that “in the

internationally accepted accounting methoi995 National ‘Framework Industrial Policy for the 1990s,’ the government

Trade p. 47. This would mean that China may have an even announced plans to issue industrial policies for the following

greater trade surplus. Certain other observers have other sectors: telecommunications and transportation,

questioned the reliability of China’s data onreal GDP (it~ machinery and electronics, construction, foreign trade,

may have been overstated by about 4 percentage points in  jnvestment and, possibly, textiles.”

1993 and 1994) and on prices. EIU, “Stagflationary 59The cost of living for households increased overall by

Spectre,"Business Chinavol. 21, No. 8, Apr. 17, 1995, pp. 14,7 percent in 1993 and by 24.1 percent in 1994, while that

1-2, and EIU, “Everything Is Not What It Seems With for households in 35 large and medium cities jumped by 19.6

China’s Inflation Figures,Business Chinavol. 21, No. 4, percent and by 24.8 percent, respectively. Producers’ prices

Feb. 20, 1995, pp. 3-4. For more detailed data on China’s  of manufactured products increased by 24.0 percent in 1993
foreign trade in 1994, see "China’s I/E Trade in 1994 Totaled ang py 19.5 percent in 1994. “Statistical Communique,”

US$236.7 Billion,”China Economic New@long Kong), China Economic New@long Kong), pp. 4-5, and “PRC

vol. 16, No. 6, Feb. 13, 1995, p. 9. State Statistical,Daily Report: ChinaHong Kong), p. 44.
S3EIU, Country Reportlst quarter 1995, p. 25. In late 1993 and early 1994, observers noted that continued
54A Hopeful Returning to the Foreign TradeGhina lack of control over fiscal and monetary policy tools

Economic NewgHong Kong), vol. 16, No. 8, Feb. 27, 1995, threatened continued double-digit economic growth and

p. 1. jeopardized continued and further opening of the Chinese
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China to the United States in 1994 continued to be $652 million (223 percent) to $944 million; and cotton,
consumer goods, many of which were made in factoriesby $645 million, from $179,008t Soybean oil
that benefited from foreign investment, often in the form increased from only $270,000 to $104 million. In
of joint ventures between Asian, U.S., or other foreign contrast, U.S. exports to China of cars and trucks
producers and Chinese manufacturers. Foreign investorslecreased sharply in 1994, after having increased steeply
are attracted to China both (a) to take advantage of lowin both 1992 and 1993. Exports fell in 1994, by $424
labor costs in the production of those goods that requiremillion (68 percent) (nearly as much as they increased in
labor-intensive manufacturing, quality control, or 1993), to $200 millionin 1998 U.S. exports of aircraft
packaging operations and (b) to gain access to what isalso dropped significantly after 2 straight years of large
expected to become the largest consumer market in théncreases, falling much more than the 1993 increase, by
world. These goods can be further categorized as sewr$393 million (18 percent) to $1.8 billidis. U.S. exports
goods, electronic products, and miscellaneous of refined petroleum and wheat also fell in 1994, refined
low-technology products. Chief Chinese exports to the petroleum by $185 million (74 percent) to $65 million
United States in the sewn goods category are footwearand wheat by $108 million (39 percent) to $166 million.
apparel, luggage, handbags, and dolls. Electronic
products include stereo, radio, telephone, computer
equipment, lamps, and video game software. China is
also a leading supplier to the U.S. market of other goods
that involve low-technology manufacturing processes
and fairly simple assembly such as toys, Christmas KOrea
decorations, artificial flowers, and certain types of
sporting goods and furniture. Table 2-15 ranks Classified as one of the ten “Big Emerging Markets” in
industry/commodity groups based on the leading 1994 by the U.S. Department of Commefttdorean
increases in the value of U.S. imports from China in merchandise trade with the United States increased in a
1994. number of sectors that same year. Korean economic
policies in the postwar era have used government
Unlike U.S. exports to China, where large, year-to-year INtérvention to spur rapid export-led development and
shifts in trade have tended to be concentrated in a fewMhaintain protection of domestic industries. Recently,
industry/commodity groups, shifts in U.S. imports from Nowever, pressure from the international trading
China have been spread across a broad array of groups, ffommunity, ~ including the United Stat®3, has
part reflecting the much larger total magnitude of encouraged efforts to liberalize the trade and investment
imports. Increased imports of these products reflects both"@9ime in this traditionally agrarian yet aggressively
the robust growth of the U.S. economy and the relatively €ntrepreneurial  society. President Kim Young-Sam
low prices of goods made in China. The only announced a 5-year economic p_Ian in .J_uly 1993 fo_r a
industry/commodity group that recorded a major N€W Economy” that envisions wide-ranging economic
decrease in U.S. imports from China in 1994 was shirts déregulation and liberalized domestic economic and

and blouses, which dropped by $271 million (16 percent) intérnational ~ trade  policies. Even though the
to $1.5 billion. implementation of key market reforms is not scheduled

until 1996 and 1997, moderate efforts to date to reduce
trade barriers, liberalize the tax structure, encourage
foreign investment, and increase consumer spending, are
reflected in the growing merchandise trade volume
between the United States and Korea. Korea is the
sixth-largest market for U.S. exports, and the
eighth-largest supplier of goods to the U.S. market.

Carl Seastrum
(202) 205-3493

Because of Chinese Government control over the
composition of imports, U.S. exports to China tend to be
goods that can be used in improving China’s
infrastructure  (such  as  transportation  and
communications) or that can assist in enhancing
production (such as machinery, components, raw
materials, and chemicals). There was a significant
shakeup in the composition of U.S. exports to China in ¢ - . :

) - . or a discussion of factors affecting demand for these
1994 with major decreases in exports of manufactured ,4ycts'in China.
goods and significant increases in exports of certain’  625ych imports rose by $474 million (315 percent) to
commodities. Sharply reversing a decreasing trend $624 million in 1993. See the discussion above in this
begunin 1992, U.S. exports of fertilizers and cotton both section of China’s import substitution policy on the

jumped significantly in 19989 Fertilizers increased by autogggg'('; '23;’3&2’ %2?3;2:3%;%%% ﬁﬁ’iﬁh (13 percent

to $2.6 billion in 1993.
64The other nine Big Emerging Markets are Argentina,

61See articles on fertilizers and cotton later in this report

59_—Continued . Brazil, the Chinese Economic Area (including Hong Kong
market to imports.1994 National Tradep. 43;Country and Taiwan), India, Indonesia, Mexico, Poland, Turkey, and
Reports 1994, pp. 43-44. China had still not gained South Africa.
sufficient control over these tools in 199@ountry Reports 65The major U.S. trade consultation mechanism with
1995, pp. 41-42. Korea for discussing economic issues is the Dialogue for

60 Fertilizers dropped by $337 million (53 percent) to Economic Cooperation (DEC). The DEC was announced by
$293 million; and cotton, by $186 million (nearly 100 President Clinton and President Kim during the U.S.-Korea
percent) to $179,000 in 1993. summit in July 1993.
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Table 2-15
Leading increases in U.S. imports from China, 1993-94

Increase in 1994—

Total value
Industry/commodity Value Percent in 1994
Million Million
dollars dollars
FOOtWEAr . ... 749 16.6 5,254
(0] 191018 (=7 £ P 525 72.9 1,245
Radio transmission and reception apparatus .................... 507 53.6 1,455
Telephone and telegraph apparatus ................cccouvvnn... 396 58.9 1,068
Tape recorders, tape players, video cassette
recorders, turntables, and compact disc players ............... 393 140.2 673
Toysandmodels ....... ... . 342 14.1 2,760
Leather apparel and acCcessories ..............uuuinnnnnnenn.. 258 55.9 720
Furniture and selected furnishings .............. ... .. ... ..... 251 50.4 748
Luggage, handbags, and flatgoods ............. ... .. ... ..., 242 18.5 1,552
SPOrtiNg gOOdS . . . . oottt 235 60.6 623
Lamps and lighting fittings ........... ... i 234 38.7 840
Miscellaneous rubber or plastics products . ...................... 232 27.3 1,080
GaAMES .. 209 60.2 556
Miscellaneous articles . ... i 185 18.4 1,191
Officemachines ...... ... . i 126 59.3 337
Microphones, loudspeakers, and audio amplifiers ................ 112 70.3 271
DOIIS . et 103 18.5 655
Apparatus for making, breaking, protecting, or
connecting electrical circuits . ............... o ool 102 52.2 296
Allother .. 2,387 145 18,807
Total . 7,147 227 38,572

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

The Korea Development Bank (KDB) reports that A number of infrastructure projects have helped spur
worldwide economic recovery in 1994 contributed to demand forimports in Korea. For example, for the period
brisk economic activity in Korea and boosted its GNP 1994-2004, the government has allocated $20 billion to
growth rate to 8.2 percent, up from 5.8 percent in 1993. expand its superhighways, $12.5 billion for new port
According to the KDB, after stagnating in 1993 because construction and expansion, and $15 billion to build a
of government policies designed to cool inflation, facility new international airport in Seoul. In the
investments, which Korea considers essential for telecommunications field, there is a $1.4 billion cellular
invigorating international competitiveness and project, as well as a $500 million cable TV project. The
expanding the economy’s growth potential, rose by 23 government also plans to spend an additional $50 billion
percent in 1994. Aggressive facility investments in on nuclear, coal, and combined cycle power projects by
electrical equipment and electronics, motor vehicles, andthe end of the decade. Environmental projects include
shipbuilding led the investment sufeThe increasing  $3.8 billion for incineration plants, $8.1 billion for waste
growth rates also helped buoy demand for U.S. products,water treatment plants, and $230 million for the Kimpo
as well as narrow the U.S. merchandise trade deficitlandfill construction project. In the oil and petrochemical
slightly, to $2.0 billionin 1994, from $2.6 billionin 1993. field, projects include a $20.5 billion expansion of the
existing domestic natural gas pipeline system and $20.4

o _ _ - I v
Korea’s main imports are machinery, electronics and billion for new oil refineries.

electrical equipment, oil, steel, transport equipment, andThe main exports of Korea include electronics and
organic chemicals. Japan, the United States, and the Elélectrical equipment, machinery, steel, automobiles,
provide the majority of Korea's total imports (26, 24, and ships, and textiles. Its major export markets are the
15 percent, respectivel§y. Total U.S. exports to Korea  United States, Japan, and the EU accounting for 26, 17,
were valued at $17.5 billion in 1994, up 22 percent from and 15 percent of total exports, respecti#élfotal U.S.
1993 ($14.4 billion). Machinery and parts comprised the imports from Korea increased from $17 billion in 1993 to
bulk of the increase, totaling $3.2 billion in 1994, up 37 $19.5 billion in 1994 (15 percent).

percent from the 1993 total of $2.4 billion. Driving the
boost in exports was a sharp rise in machinery used in
manufacturing and related activities. Table 2-16 shows
other notable increases in U.S. exports to Korea in 1994,

The largest import category, integrated circuits,
microassemblies, and other electronic parts, which
constituted 20 percent ($3.9 billion) of the total,
experienced a 59-percent increase, from $2.4 billion to
$3.9 billion. Automobile imports nearly doubled,

66 The Korea Development BankDB in the World:

The Korean Development Bank 1994 Annual Ref8eoul: 68William R. Golike, Korean desk officer, U.S.

Korea Development Bank, Mar. 1995), pp. 8-9. Department of Commerce, “South Korea—This Big
67U.S. Central Intelligence AgencWorld Factbook Emerging Market,'Business AmericéMar. 1994.

1994, 89Central Intelligence AgencyVorld Fact Book1994.
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Table 2-16
Leading increases in U.S. exports to Korea, 1993-94

Increase in 1994

Total value

Product Value Percent in 1994

Million Million

dollars dollars
Cellular telephones and other

telephone equipment . ... .. 383 115 715
Aircraft engines and otherparts ............. ... o i, 351 67 873
Integrated circuits and microassemblies ........................ 309 35 1,186
WOOd PUID . e e 132 a4 431
(0T o 200 377 253
Meat ProduCtS .. ... 86 46 272
Computers and peripherals ............... i 123 34 487
Allother ... 1,292 11 13,284
Total . 3,141 22 17,499

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

jumping by $729 million to $1.5 billion. Korea became Effective January 1995, Korea began phasing out tariffs
the fifth-largest motor vehicle manufacturer in the world on most or all products in the paper, toys, steel,
in 1994, yet it imported less than 0.3 percent of the carssemiconductor and pharmaceuticals sectors in
sold in its national markéf Imports of parts of  compliance with the URA3 Also in 1995, Korea was to
computers and other office machines also took off in begin allowing rice imports of up to 1 percent of domestic
1994, increasing by $456 million (61 percent) to $1.2 consumption.

billion, as Korea asserted itself as a player in the world ) )
market for high-tech products. Although formal barriers to imports have been reduced,

according to the U.S. Department of State, Korea has
By contrast, Korea's exports of low-technology, raised more subtle secondary barriers that effectively
labor-intensive products dropped off in 1994 reflecting prevent the widespread liberalization that was
the continuing re-orientation of Korean industry. For envisioned under major trade initiatives of the late 1980s.
example, U.S. imports of footwear from Korea dropped Korea maintains more than 18 “individual laws” that
by $345 million (33 percent) in 1994 to $689 million. ajlow relevant ministries to make certain products
Imports of leather apparel fell by $220 million (43 sypject to a “recommendation” that can result in a quota
percent) to $292 million. In both sectors, some Korean or 3 pan. Its URA ratification has committed Korea to
producers have shifted production to China and phasing out these laws. Still, the U.S. Department of
|nd0neSIa Whel’e |ab0l’ costs are Slgn|f|cant|y IOWer. State noted’ Korean Safeguard regu|ations permit the

Korea has taken steps to expand foreign trade. A numbegovernment to impose special “emergency tariffs” of up
of Korea’s policies are aimed specifically at promoting 0 100 percent onimported goods to protect the domestic
exports. New export promotion policies and financial industry. The State Department also reported that
support programs were announced in 1993 and 1994 tgestricting the ability to import on creditis one of the most
loans, and special depreciation allowances intended toKorea. U.S. firms estimate that they could increase
support Korea’s export industries. The government has€XpPorts by up to one-third if Korean firms were allowed
offered development loans with below-market rates and t0 buy on credit* The State Department commented

attractive payment plans in order to stimulate and fund that “the government has done little to educate a public

firms.71 of imports, particularly to consumers. Most Koreans
have been taught that imports are, by definition, luxury
On the import side of the trade equation, a 5-year tariff goods. The government has encouraged regular
reduction plan that ended in January 1994, achieved itSfrugality campaigns’ against over-consumption that hit
objective of an average 7.9-percent tariff rate. The initial consumer imports particularly hard.” Furthermore,
average rate was 12 percent. Korea also ratified thedomestic industry often pressures the government to
Uruguay Round Agreement (URA), and as such is restrict the activities of foreign firm® The Korean
committed to further reducing tariffs on over 30
agricultural products of primary export interest to the 73Korea became a founding member of the World Trade
United States, such as vegetable oils and meals,Organization on January 1, 1995.
processed potatoes, mixed feeds, feed corn, fruits, nuts, 74U.S. Department of Stat€ountry ReportsFeb.

popcorn, frozen french fries and breakfast cer&als. 1995, pp. 68-69.
75 |bid, pp. 69-70.

;(l)USTR,1995 National Trade Estimatpp. 215-216.
Ibid.
72|bid.
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Government hopes that progression on this track will Malaysia’s exports in 1994. Capital and intermediate
facilitate its eventual admission to the Organization for goods accounted for 85 percent of the imports that year.

Economic Cooperation and Development. This investment spending is of particular importance for
U.S. exports because capital goods have become an
Cheryl Badra increasingly important component of U.S. exports.

202) 205-3436 . : :
(202) The pace of economic growth in Malaysia has, however,

led to an increasingly tight labor market and rising labor
7 costs. With manufacturing wages rising by 13 percent in
Ma/ay sia 1993, Malaysia’s competitive advantage of relatively
low labor costs is becoming more difficult to maintain.
To sharpen its competitive edge, Malaysia has increased
government funding of higher education and industrial
training in an effort to upgrade labor skills. Malaysia’s
ability to sustain strong export growth in the future will
depend not only on the level of global economic activity,
Sut more importantly on its success in attracting new

slowdown in export growth, largely due to a big decline foreign investment and shifting the manufacturing base
' i - 7
in aircraft sales. U.S. imports grew by $3.4 billion (32 to higher technology and value-added prodéts.

percent) to a total of almost $13.9 billion, after rising by The growth in U.S. imports from Malaysia in 1994 was
$2.3 billion (28 percent) in 1993. U.S. exports expanded largely in electronic and electrical products, which rose
by $858 million (15 percent) to a level of $6.6 billion in by $1.8 billion (30 percent) to $8 billion. A large part of
1994, after advancing by $1.7 billion (42 percent) a year these imported products, (57 percent of total imports
earlier. from Malaysia) consisted of intracompany trade among
U.S. firms with assembly facilities there. Within the
The United States is one of Malaysia’s most important electronic sector, the major import increases were in
trading partners. In 1994, the United States supplied 17integrated circuits and microassemblies, up $658 million
percent of Malaysia’s imports, second only to Japan with (27 percent) to $3.1 billion; reception apparatus for radio
27 percent of the total. The United States also continuedtelephony, up $319 million (32 percent) to $1.3 billion;
to be the largest market for Malaysian exports, televisionreceivers, up $142 million (49 percent) to $432
accounting for more than 21 percent of the exports, million; video recording and reproduction apparatus, up
followed by Singapore with just under 21 percent and $109 million (18 percent) to $727 million; and
Japan, a distant third at 12 percéht. semiconductor devices, up $58 million (16 percent) to

. I _ %411 million.
Exports have contributed significantly to the economic

growth that has taken place in Malaysia in the years ONCe again, intense price competition in the United
following the 1985-86 recession. They accounted for 80 States for computer equipment was the most important
percent of the Malaysia GDP, which grew by 8.7 percent factor contributing to a large, $781 million (63 percent)
in real terms in 1994, after having expanded by an Ncrease in U.S. imports of computer equipment from
average annual rate of 8.3 percent in 1987793. Malaysia. Asubstantial partof this growth s attributed to
Malaysia’s exports in 1994 rose by 26 percent to an rapid increases in imports of disk storage devllc.es, which
estimated $59 billion (f.0.b.), bringing the average "0S€ by $259 million (48 percent) to $802 million; and
annual growth in postrecession exports to 18.6 percentPersonal computers, including peripheral devices, which
Malaysia’s imports posted an even greater gain, rising byn.ear.ly doublgd to $553 million. Other imports showing
31 percent to about $60 billion (c.i.t.), with postrecession Significant gains included parts of computers and other

growth averaging 24 percent a y&&rThree-fourths of office machines, which rose by $161 million (76 percent)

the 1994 exports came from the manufacturing sector, al© $372 million, and apparel products of vulcanized

substantial portion of which is controlled by rubber, primarily surgical and medical gloves of latex

multinational firms. U.S. and Japanese companiesUPber, which, after growing by 43 percent annually

dominate the production of electronic and electrical during 1990-93, increased by only 14 percent ($48

products, which accounted for roughly one-half of Million) to $402 million in 1994. Imports of all apparel
rom Malaysia, including these surgical and medica
f Mal lud h | and dical

- — _ gloves, totaled just over $1 billion in 1994,
76 The information in this paragraph is from U.S.

Department of State telegram, “Bank Negara 1994 Report: ~ The 1994 slowdown in export growth to Malaysia was
Malaysia’s Economy Continues to Glow,” message reference concentrated in aircraft. U.S. exports of aircraft, mainly
No. 002292, May 4, 1995. large civilian aircraft, declined by $565 million (40

77Data for 1994 from U.S. State Dept., “Bank Negara e :
1994 Report;” other data from The World Baiikends in percent) to $841 million after having grown by 59

Developing Economies - 199ashington, DC, p. 304.
78Trade data for 1994 based on estimated data in “Bank 79U.S. Department of Commerce, International Trade

Negara 1994 Report.” Growth rates for 1987-93 based on  Administration, “Malaysia: Economic Trends and Outlook,”

trade data in United Nationslonthly Bulletin of Statistics National Trade Data Bank—The Export Connection,

Mar. 1995, p. 116. Dec. 26, 1994.

The U.S. merchandise trade deficit with Malaysia
widened markedly in 1994, rising by $2.5 billion to a new
high of $7.3 billion. The increase was substantially
greater than the increase in 1993 of just under $600
million, or that in 1992 of $1.8 billion. The deficit

worsened in 1994 because of a sharp increase in import
mainly in electronic and electrical products, and a
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percent a year in 1990-93. However, U.S. exports of all economy that has been relying mainly on traditional
other goods to Malaysia continued their strong growth, manufacturing industries, Germany is regarded as having
increasing by 33 percent ($1.4 billion) to almost $5.7 been somewhat slow in moving to high-technology
billion. U.S. exports of electronic products jumped 42 industries, such as microelectronics and biotechnology.
percent, gaining $1.0 billion to $3.4 billion. A large part As a result, competitiveness in high-technology
of these exports was destined for U.S. multinational processes and equipment has become a major issue for
corporations, where value was added, and thenGerman industry and governmét.

re-exported, often back to the United States. Within the
electronic sector, U.S. exports of integrated circuits and
microassemblies rose by $817 million (47 percent) to
$2.6 billion; electric generating sets and rotary
converters more than doubled to $113 million; and

Germany is the world’s second-largest exporting
country, behind the United States. Total exports exceeded
$400 billion in 1994, and are expected to rise to $450
billion in 199584 The United States has recorded trade
semiconductor devices rose by $31 million (13 percent) d€ficits with Germany during the past 10 years. Despite
an approximately 15-percent drop in the exchange value

to $285 million. Other significant increases in U.S. X . !
exports to Malaysia in 1994 included parts of computers .Of the U.S. dollar vis-a-vis the German mark in 1994,

and other office machines, up $100 million (91 percent) Incréased U.S. demand for German-made goods and
to $211 million; and computers and peripherals, up $30 S€rvices promoted the widening of the longstanding U.S.
million (42 peréent) to $102 million. ' merchandise trade deficit with Germany between 1993

and 1994 by an additional $3.2 billion to $13.4 billion. A
Sundar Shetty $3.5 billion (12-percent) rise in U.S. imports to $31.6
(202) 205-3486 billion in 1994 overwhelmed a smaller increase in U.S.
exports to Germany that year.

Germany The increase in U.S. imports from Germany was led by
] i i entries of motor vehicles and parts, which together
The German economy is the largest in Europe, with anaccounted for nearly 22 percent of the annual total from
estimated annual GDP of $1.9 trillion in 1994, Germany in 1994. U.S. imports of motor vehicles from
accounting for nearly 30 percent of total EU production Germany increased because of stronger sales of
of goods and services. Germany's economy exhibited gytomobiles in the U.S. market. German automakers
signs of a vigorous recovery in 1994. The country’s GDP (particularly Volkswagen) also introduced new model

grew by 3 percent in 1994, compared with a 1-percentjines that were able to attract both traditional and new
decline in 199%° This reversal signaled the end of a J 5. consumers.

steep recession (1990-93), during which investment in

research and development dropped sharply and publicThe largest percentage increase in U.S. imports for all
consumption stagnated. The recession was largelyproduct groups in the transportation sector was recorded
attributable to the $100 billion annual cost associated in aircraft and related products, which rose by $152
with the reconstruction of Eastern Germany. The Mmillion in 1994 (594 percent) to $178 million. The
reconstruction expense was largely financed by transfersncrease reflected shipments of about a dozen commuter
from the western part of the country, which was heavily aircraft manufactured by Dornier that were ordered by
burdened by this resource dré. U.S. airlines. U.S. imports of aircraft parts from
Germany also increased, rising by $124 million (37
percent) in 1994 to $457 million. A large portion of these
imports were spare parts associated with the above
mentioned commuter aircraft.

Despite clear manifestations of a growing economy in
1994, certain structural weaknesses in Germany
remained, such as relatively high unemployment, which
has been fueled by high wages and restrictive labor
practices. Studies have shown that wages and benefits ifexpanded two-way trade in computer and electronic
German manufacturing industries are, on the average products reflected globalization in these industries and
more than 50 percent higher (in dollar terms) than wageswas further stimulated by reduced trade barriers. For
and benefits in the United Staf&s.In addition, as an  example, U.S. imports of office machine parts (mostly

parts of personal computers and word processors) from
80“The Economic Situation in the Federal Republic of ~ G€rmany rose by $93 million (46 percent) in 1994 to

Germany,”Monatsbericht Jan. 1995, p. 1. $298 million, while U.S. exports of these products to
81 According to German Embassy sources, Germany also increased, advancing by $122 million (13
Treuhandanstalt, the institution primarily responsible for percent) in the same year to $1.1 billion. Similarly, U.S.

privatizing state-owned assets of the East German economy,

largely implemented its goals and ceased its activities at the imports of integrated circuits and other microelectronic

end of 1994. USITC staff telephone interview with an components increased by $146 million (67 percent) in
official of the German Embassy in Washington, DC, May 11, 1994 to $365 million, while U.S. exports of these
1995. products rose by $60 million (19 percent) to $374 million

82 Average hourly compensation costs for manufacturing jn the same year. The growth in exports of integrated
employees in 1993 was $25.71 in Germany, compared with year. 9 P 9

$16.73 in the United States. U.S. Bureau of Labor Statistics,

Office of Productivity and Technologinternational 83U.S. Department of Commerdd,S. Global Trade
Comparisons of Hourly Compensation Costs for Production Outlook: 1995-2000Mar. 1995, p. 39.
Workers in Manufacturing, 1991-98lov. 1994. 84|bid, p. 40.
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circuits reflected continued pent-up demand in Germany favor a strong currency in order to control inflatfdnin

for these items. Globalization also resulted in an increaseaddition, Singapore imports most of its production
in U.S. imports of pharmaceutical products from inputs, and the strong currency attracts competitively
Germany by $88 million (53 percent) in 1994 to $255 priced products. During 1994, Singapore's currency
million, as German drug companies expanded shipmentsappreciated by 10 percent against the U.S. dollar. Trade
to their U.S. subsidiaries. policies allow almost all imports to enter Singapore free

) , of duty88 and the government actively encourages but
Despite the recovering German economy and a sharpyges not subsidize exports.

decline in the value of the U.S. dollar against the German
mark, U.S. exports to Germany were up only slightly in For over a decade prior to 1994, the United States was the
1994, advancing by $234 million (1 percent). Among the second largest importer of Singapore’s products, behind
leading commodities exported, the largestincreases weréMalaysia. Although Singapore was the 10th-largest
recorded in aircraft parts (e.g., engines and gas turbinesgxport market for the United States in 1994, the U.S.
and precious metals (particularly gold bullion), which bilateral trade deficit with Singapore rose by almost $1.5
rose by 18 percent and 37 percent, respectively. U.Spillion between 1993 and 1994, according to official
exporters of these goods were able to take advantage oftatistics of the U.S. Department of Commerce. The
easing German trade barriers as a result of EUunited States exported $11.7 billion worth of goods and
consolidation of trade policies. services to Singapore in 1994, an increase of 10 percent.
Exports of semifinished data processing equipment and
components and other electronic products comprised
$3.0 billion (25 percent) of total U.S. exports to
Singapore in 1994. According to Singapore’s Economic
Development Board, the electronics sector in Singapore
accounted for 42 percent of its total manufacturing value
added and 12 percent of nominal GDP in 180f the
3.0 billion worth of electronic goods exported to
ingapore, integrated circuits, microassemblies, and
components totaled $1.8 billion in 1994. Exports of
computer equipment and components rose by over 31
percent in 1994 to $0.7 billion. This includes items such
as data storage devices (disk drives, for example),
computer keyboards, monitors, printer units, and data
Adam Topolansky input devices (optical scanners, for example). U.S.
(202) 205-3394 exports of other parts and access8Réx specific office
machines accounted for $0.5 billion of total exports to
Singapore, an increase of 7 percent between 1993 and
1994.

At the same time, the rollback of U.S. defense
commitments in Germany and reduced German
Government procurement inhibited U.S. exports of
aircraft and related equipment (both civilian and
military), which declined by $257 million (35 percent) to
$472 million in 1994. In addition, the softening of the
increasingly crowded European automobile market
caused U.S. exports of automobiles to decrease by $15
million (18 percent) to $682 million in 1994. Conversely,
U.S. exports of vehicle parts increased slightly (5
percent) to $622 million, almost exclusively for cars
manufactured by the European subsidiaries of General
Motors and Ford in Germany.

Singapore
Singapore’s rapid growth in the aerospace industry,
In order to survive and grow in global markets after partly due to booming Asian-Pacific economies, has
gaining independence in 1965, the Republic of attracted foreign investment flows, making Singapore
Singapore, an island city-state, has been a model ofthe hub for aircraft maintenance and repair in the region.
open-market policies that encourage trade andThe value of civilian and military aircraft, such as
investment. Today, Singapore’s open-market economy, helicopters and fighter jets, and parts thereof that the
based on political stability, corruption-free and United States exported to Singapore in 1994 exceeded
pro-business environment, tax concessions for foreign
investors, a skilled and _dlsc_:lpllned labor force, a_nd 87In order to reduce taxes on earnings in the long run,
well-developed communications and transportation the government has lowered income taxes but has imposed a
infrastructures, has attracted multinational investment 3-percent consumption-based tax on most domestic and
from the United States and other countfe®espite its imported goods and services, effective April 1, 1994. The
lack of natural resources and small domestic market,itﬁf’?art‘%sn‘ig?grgusfeg tgrgg”n%iegég'iQ%iChg}?s{tsSgggﬁ
Singapore’s real GDP has been growing since its financia) reports forp1995 indicate that the inflgtion rate has
independence® In addition, Singapore has a dropped to 2.5 percent, however.
compulsory national savings program and has 88 Singapore maintains substantial duties on cigarettes,
maintained a budget surplus since the 1970s, buildingalcoholic beverages, automobiles, and gasoline.

large capital reserves. Singapore’s monetary policies  2°U.S. Department of State telegram, “1995 Singapore
g P gap yp Economic Trends Report,” message reference No. 3767,

prepared by the U.S. Embassy, Singapore, July 11, 1995.

85U.S. Department of Stat€ountry Reports 90 According to the explanatory notes of the
Feb. 1995, pp. 93-94. Harmonized Tariff Schedul@T9), this includes form feed

86 According to the U.S. Department of State, devices, automatic spacing devices, listing devices, auxiliary
Singapore’s economy experienced over 10 percent growth in printing devices, etc. for typewriters, accounting machines,
real GDP in 1994. etc.
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$1.5 billion, almost 13 percent of total U.S. exports to from Singapore. Imports of any other individual
Singapore during the year. U.S. multinational commodity comprised less than 1 percent.

corporations in Singapore dominate the aerospace sector, ) ) ) )
and firms in the United States additionally supply most of Singapore is expected to remain an important trading
Singapore’s military hardware. Singapore’s Ministry of Partner with the United States. The Singapore
capabilities to maximum capacity; and Singapore’s dev_elopment. The dearth _of_ local skilled Iabor_has bgen
defense spending equals about 6 percent of its GDp. forcing wages upward, raising costs for labor-intensive
The country has been upgrading its existing military industries, such as textiles. As a result, incentives exist
hardware and has announced intentions to purchase F-18" companies to automate operations and move into
fighters from General Dynamics. Singapore has also high-tech,”high-value areas, such as biotechnology and

shown interest in purchasing other military equipment information technology. In order to reduce its
and technology. dependence on unskilled labor from abroad, now

accounting for about 18 percent of its workfoféehe
cgovernment limits the percentage of foreign workers that
an industry may employ and imposes a monthly levy for
each foreign worker. Plans for Singapore include

Other U.S. exports of goods and services to Singapor
were varied in 1994. Exports of mineral fuels, precision

instruments used for scientific, specialized technical, and . : ; ;
developing partnerships with U.S. companies to pursue

medical purposes, plastics and plastic articles, infrastructure projects in the region, inducing reluctant
photographic and cinematographic goods, and tobacco proj gion, 9

totaled $1.7 billion, almost 14.5 percent of total exports c1vironmental companies from the United States to
to Singapore in 1994. Exports of all other individual export their highly regarded technologies to Asia, and

commodities were less than 1 percent of the total U'S'Peecchonrgiggigg Ivr\]/%ggllgentelf\llzg?vebyirq]ak:)r:/ge;?]frﬁremn?tlggd
exports to Singapore. 9 y p g

defense.

Between 1993 and 1994, the value of U.S. imports from Donita Marakovits
Singapore rose by 20 percent to $15.3 billion. Imports of (202) 205-3430
components and electronic products accounted for the

largest share of total imports. Imported electronic goods

totaled $10.5 billion in 1994, almost 69 percent of total : :

imports from Singapore. Of this $10.5 billion, the United Unlted Klngdom

States imported $6.0 billion worth of automatic data ) ) ) )
processing machines and parts, an increase of 13 percenth€ United Kingdom was the fifth-largest U.S. trading
from 1994. Multinational corporations dominate Partnerin 1994, and the second-largest in Europe, after
Singapore’s industrial sector, and inter-plant transfers Germany. Also after Germany, the United States is the
companies in Singapore virtually monopolize disk-drive ¢ommon language, similar legal systems, and strong
the world’s disk-drive output and typically re-exporting Source of foreign investment to thg other. Increase_d uU.S.
the finished merchandise to the United States. U.S.imports from the United Kingdom in 1994 and relatively
imports of other parts and accessories for office machinesstable exports there caused the U.S. trade surplus with the
totaled $2.5 billion, rising by 60 percent between 1993 United Kingdom to shrink from $3.2 billion in 1993 to
and 1994. Electronic integrated circuits, micro- $226 million in 1994. U.S. imports from the United
assemblies, and parts totaled $2.0 billion, an increase ofingdom in 1994 were $24.5 billion, up by 15 percent
$0.6 billion (45 percent) from 1993 import levels. The from 1993. Exports to the United Kingdom were up by
United States also imported miscellaneous otherjust 1 percent, to $24.8 billion.

commodities from Singapore in 1994. Imports of
precision instruments and organic chemicals totaled
almost $1 billion, or nearly 6 percent of total imports

In mid-1993 the British economy began to recover, after
bottoming out of a recession that had begun in 1990. The
British GDP rose by 2 percent for all of 1993 and by 3.5
percentin 1994. Although employment gains were small,

91y.S. Department of State telegram, “FY95 Strategic ~ improving productivity led to increased output. As other
Commercial Plan - Singapore,” message reference No. 7830, European countries recover from the recession, it is
prep9a2r8dsb>|/3 U.S.tEmb?s?étS;ggap?re,RDeC- t1994- expected that the United Kingdom will increase its trade

.S. Department of Stat€ountry Reports on i

Economic Policy and Trade Practicdsconomic Policy and with other EU members.
Trade Practices: Singapore,” reprinted in NTDB—the
Export Connection, St. Ecopol Singapore, Dec. 26, 1994. 941.S. Department of State telegram, “Singapore -

93|n late 1993, a Taiwan manufacturer of disk drives in ~ Economic News,” message reference No. IMI941205
Singapore ceased operations, creating a monopoly for U.S. prepared by the U.S. Embassy, Singapore, reprinted in
multinational firms. A Japanese producer, Matsushita, broke NTDB - The Export Connection, IT Market 111088735,
the 2-month monopoly in March 1994 when it announced a drawing on U.S. Department of Commerce, International
$25.6 million-investment in a Singapore plant. Trade Administration, Mar. 1, 1995.
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For U.S. exports to the United Kingdom, the most notable increased by 4 percentin 1994 to $115.6 billion, and total
development in 1994 was the 64-percent drop in gold imports increased by 3 percent to $117.5 billion. Of these
shipments to $1.4 billion. However, rather than reflecting imports, nearly $100 bilion were manufactured
sharp changes in financial markets, this reflected aproducts.

movement to more typical levels of trade for gold from a ) . ) .

sharp increase in 1993. That year U.S. exports of gold toU-S. trade with Belg|.um |.ncreased considerably in 1994;
the United Kingdom increased nearly fourfold, from U-S. exports to Belgium jumped by 24 percent, and U.S.
$960 million to $3.8 billion. Countering this sharp IMports rose by 23 percent. The U.S. trade surplus
decline in gold exports in 1994 were increased exports ofincreased as well, from $3.1 billionin 1993 to $3.9 billion
several products. Shipments to the United Kingdom of In 1994.

data processing machines rose by $374 million, to $1.9
billion, and shipments of integrated circuits increased by
$295 million, to $990 million. Both of these gains were
largely stimulated by increased capital investment as
British firms recovered from the recession. Exports of point for Western Europe, cigars and cigarettes
automobiles to the United Kingdom from the United 5.6 nted for 16 percent of total exports to Belgium in
States nearly tripled from $152 million to $451 million, 1994

also largely reflecting the improving British economy. '

U.S. exports of cigars and cigarettes grew by $697
million (73 percent) in 1994 and accounted for over
one-third of the total increase in U.S. exports to Belgium
that year. Reflecting the role of Belgium as a distribution

. . ) ) Many U.S. companies with production facilities in
U.S. imports from the United Kingdom are dominated by Europe ship parts and other supplies from the United
crude petroleum shipments from the North Sea reservessiates to Belgian ports for distribution to their European
In 1994, these imports rose by 37 percent, to $2.7 billion. affijiates. Exports of parts for construction machinery to
Imports of refined petroleum products a.ls.o increased Belgium rose by $144 million (52 percent) to $418
significantly, by 40 percent to $471 million. Other ijlion in 1994 and exports of auto parts increased by
products contributing to the import increase were 104 million (35 percent) to $400 million. These two
automobiles, up 32 percent to $1.0 billion; certain categories made up 12 percent of the growth in U.S.

pharmaceuticals, up 29 percentto $659 million; and partsegynorts to Belgium in 1994 and 8 percent of total exports
for office machines, up 53 percent to $403 million. that year.

Mary Elizabeth Sweet Exports of aircraft to Belgium also rose sharply in 1994,
(202) 205-3455 from $6 million in 1993 to $95 million in 1994. Soybeans
led U.S. export declines in 1994, falling by $56 million

(31 percent) to $123 million.

Belglum Automobiles and excavating vehicles led U.S. import
growth from Belgium in 1994, with imports of autos
Belgium is the ninth-largest trading nation in the world. It climbing $233 million (33 percent) to $950 million and
ranked 20th in terms of global suppliers of imported U.S. imports of excavating vehicles jumping from $100
goods in 1994, and 12th in terms of global purchasers ofmillion in 1993 to $321 million in 1994. These two
U.S. merchandise exports in 19%4. Belgium has  categories accounted for 39 percent of the growth in U.S.
traditionally maintained an open economy, and has alongimports from Belgium in 1994 and 20 percent of total
history of reliance on imported inputs and international imports that year. Diamonds remained by far the leading
trade for its well-being. Imports and exports are each import from Belgium. At $1.44 billion, diamonds
equivalent to nearly 70 percent of GDP, making Belgium accounted for nearly one-quarter of total U.S. imports in
one of the highest per capita exporters in the world. 1994.
About 75 percent of Belgium’s trade is with other EU
countries. Belgium has an outstanding network of ports, Laura Polly
airports, rail, highways, and canals that provide (202) 205-3408
cost-effective transportation and make Belgium one of
the top entrepot and distribution centers in the world.

Brazil

Only Germany among the EU member states had a worse

recession than Belgium in 1993. Belgium's economic A consumer-led economic boom in Brazil, brought about
condition is highly vulnerable to declines in economic py 3 government monetary and fiscal stabilization plan,
activity in Germany, France, and the Netherlands, which sharply increased imports into Brazil, including imports
together account for 55 percent of Belgium’s exports. In of U.S. products. During 1994, Brazil's real GDP grew
1994, Belgium emerged from its recession and realizedpy 4 percent, and its rate of inflation declined by 57

positive GDP growth of over 1 percent. Most of the percenf® Brazil's trade regime significantly reduced
growth came from exports; Belgium’s total exports

96U.S. Department of Stat€ountry ReportsFeb.
95These rankings apply to Belgium and Luxembourg as 1995, p. 334, U.S. Department of CommetdsS. Global
one market. Trade Outlookp. 69.
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tariffs and nontariff barriers, and Brazilian imports leading Brazilian exports: footwear, industrial
(ranging from industrial and agricultural products to equipment, and iron and steel products.

consumer goods) increased. Tariffs were lowered in . .
Brazil (frorr? a ce)iling of 110 percent to the current N 1994, U.S. exports to Brazil rose by $1.9 billion (34
maximum of 35 percent); quotas on products were PErcent) to $7.6 billion, led by increased sales of
abolished; and import licensing was simpliffd. computers and electronic equipment;  industrial and
heavy machinery (such as boilers, machinery, engines,
In July 1994, Brazil introduced its new currency, the turbojets, gas turbines, and parts); electrical machinery
“real.” The new currency together with lower and equipment; automobiles and auto parts; and other
government expenditures, stricter monetary policy, and consumer goods. U.S. exports of automobiles to Brazil
privatization of state-run industries, succeeded in rose by nearly $138 millionin 1994. U.S. exports of ethyl
reducing the annual rate of inflation in Brazil from nearly alcohol (used in Brazil for fuel), soybeans, and rice also
5,000 percent at the end of 1993, to a monthly rate inregistered sharp increases.
September 1994 of 1.5 perc&ftIn line with reducing
inflation, the Government loosened import restrictions to
provide price discipline to domestic industries as well as
to supply increased consumer purchases made possibl

by the end of hyperinflation. The higher number of ; A ;
: subheading 9801), pig iron, flat-rolled steel, aluminum,
consumer purchases taxed the capacity of manyand wood pulp. Brazil's leading export to the U.S.

consumer goods industries in Brazil, including durable : i

goods and automobile industries. Sales of Brazilian autosmark(.at’ footwear, with $1.'3 b||||c_m in sales (14 percent of

set a record high in late 1982 toj[a_l imports from Brazil), registered a drop of $142
million, reflecting the effects of the stronger “real,” and

When the government introduced the real, it initially competition from lower priced Chinese footwear.

established exchange rate parity with the dollar—1 real

per U.S. dollar. However, with a strong trade surplus ($13

billion in 1994), and a continuing inflow of foreign

U.S. imports from Brazil increased by 14 percent ($1.1
billion) in 1994 to $8.8 billion. The bulk of the increase
was attributable to growth in imports of coffee,
production-sharing goods (undefarmonized System

Iron and steel exports from Brazil, representing $0.9
billion of total U.S. imports from that country in 1994,

capital into Brazil, the real appreciated. By Septemberaccounted for 36 percent of the $1.1 billion increase in

1994, the real had reached 0.85 per dollar, and theBrazilian exports to the United States. Aluminum
Braziiian Central Bank interv.ened to defl’ate the exports, which rose by $139 million in 1994, accounted

currencylo0 for about 13 percent of the total increase. Owing to the
' Brazilian frost-damaged harvest, rising coffee prices

The United States remained Brazil's largest foreign boosted the value of U.S. coffee imports from Brazil by

supplier in 1994, accounting for 29 percent of Brazil's $218 million; coffee imports were responsible for 20

total imports of $28 billiod%1 Brazil is the third-largest ~ percent of the total import increase in 1994.

market for U.S. exports in the Western Hemisphere, after

Canada and Mexico. The United States is the largest

single country market for Brazilian exports although EU

countries together purchase more. Of Brazil's total 1994

exports of $42 billion, the U.S. market purchased 21 .

percent, and the EU countries, 26 peré@at. Thailand

John Reeder
(202) 205-3319

Two-way trade between the two countries increased by The continued U.S. trade deficit with Thailand, rising by
22 percent from $13.5 billion to $16.5 billion during $668 million to almost $5.7 billion in 1994, has largely
1993-94. Brazil's bilateral trade surplus with the United been the result of Thailand’s pursuit of an
States fell from $2.1 billion in 1993 to $1.2 billion in  export-oriented, free market economy. The Royal Thai
1994. Brazil's surging domestic market brought in a Government has begun to address infrastructure
higher volume of both U.S. intermediate and consumer bottlenecks, environmental degradation, shortages of
goods in 1994; meanwhile, appreciation of the Brazilian skilled labor, and lagging rural development (where the
currency handicapped the competitiveness of many majority of the Thai labor force is engaged in agricultural
production) that have come with the country’s rising

97U.S. Department of Commerdg,S. Global Trade industrialization, so that these problems will not hinder
Outlook p. 71. Thailand’s export competitivenes%3
98
1995, E,‘%g?,epa”me”‘ of Stat€ountry ReportsFeb. U.S. imports from Thailand rose by 20 percent ($1.7
99U.S. Department of State, “Sao Paulo Economic billion) to $10.3 billion in 1994. Electronic products
Highlights,” message reference No. 000803Z, prepared by accounted for most of the import increase, followed by
the U.S. Consulate, Sao Paulo, Mar. 28, 1995. imports of fish and crustaceans, and optic, photo, and
1%%U.S. Department of Stat€ountry Reports medical instruments. Within the electronic products

Feb. 1995, p. 336.

101 $. Department of Commerdd,S. Global Trade grouping, imports of computers showed the largest

Outlook p. 69.
102y s. Department of Commerdd,S. Global Trade 103y.S. Department of Stat€ountry Reports
Outlook p. 70. Feb. 1995, p. 99.
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growth, rising by 42 percent ($415 million), to $1.4 exports to Taiwan expanded by $655 million from
billion, followed by imports of integrated circuits, which  $15.6 billion to $16.2 billion. Consequently, the U.S.
rose by 43 percent ($200 million), to $664 million. trade deficit with Taiwan increased from $9.4 billion in
Imports of video tape recorders jumped by 75 percent1993 to $10.3 billion in 1994. Taiwan was the
($100 million), to $235 million. Strong U.S. demand for sixth-largest supplier of foreign goods to the United
computers and home electronic equipment contributed toStates and the seventh-largest export market for U.S.
the acceleration of imports from Thailand. exporters in 1994. Computers, parts of computers and
_ ) i office  machines, and integrated circuits and
U.S. imports from Thailand of fish and crustaceans, fresh yjcroassemblies accounted for 29 percent ($7.6 billion)
or frozen, rose by 41 percent ($243 million), to $835 of total U.S. imports from Taiwan in 1994. Other
million, and preserved fish and crustacean imports roseg|ectronic products imported from Taiwan in 1994
by 27 percent ($53 million), to $251 million. Entries of jncluded electronic circuit control devices ($619
optic, photo, and medical instruments also climbed by 58 yjjjion), telephone and telegraph apparatus ($297
percent ($93 million), to $254 million, with most of the  yjjlion), audio amplifiers ($283 million), and radio
increase concentrated in photocopy apparatus that rosgansmission and reception apparatus ($225 million).
by 88 percent ($62 million), to $135 million. Imports of |mports from Taiwan of textiles, apparel, and footwear
only a few items fell, principally tobacco by 55 percent \yere second only to electronics in terms of the value of
($43 million)!%* to $35 million; and prepared imports for a product sector. In 1994, these imports
vegetables, fruit, nuts, or other plant products, by 15 gmounted to $3.4 billion. The largest product groupings
percent ($33 million), to $183 million. imported from Taiwan in this sector in 1994 were shirts
and blouses ($658 million) and footwear ($456 million).
Significant U.S. imports from other product sectors in
1994 included furniture and selected furnishings ($1.2
billion), sporting goods ($741 million), metal industrial
fasteners ($622 million), bicycles and parts ($452
million), lamps and lighting fittings ($427 million), and
air-conditioning equipment and parts ($400 million).

U.S. exports to Thailand advanced by 30 percent ($1.1
billion) to $4.6 billion in 1994. The major contributors to
the rise in exports were electronic products, articles of
iron or steel, cotton, and miscellaneous chemicals. U.S.
exports of electronics were concentrated in integrated
circuits and microassemblies, which rose by $162
million; blank tapes for recording music, increased by
$50 million; parts of computers and other office
machines rose by $34 million; and cellular telephones
and other telephone equipment increased by $47 million.
U.S. exports of electronic products were principally due
to intracompany trade from U.S. firms with assembly
facilities in Thailand. These firms in turn exported
electronic assemblies to Malaysia, Singapore, or the
United States for further processing.

In 1994, U.S. exports to Taiwan of products related to the
electronic technology sector amounted to 24 percent
($4.0 billion) of total exports to Taiwan. Semiconductor
solid-state devices contributed about half the value of
these exports. U.S. exports of aircraft ($1.5 billion);
automotive vehicles ($1.1 billion); chemicals and
plastics ($2.4 billion); precious metals ($421 million);
machinery ($1.4 billion) and agricultural products ($2.3
U.S. exports of articles of iron or steel to Thailand billion), especially cereals ($723 million) and soybeans
jumped by $147 million to $168 million, and were ($442 million), accounted for most of the remaining
principally tubes and pipes of steel for oil exploration exports to Taiwan.
($88 million), and springs ($43 million). Exports of
cotton nearly tripled, increasing by $71 million to $115 A $1.2-billion increase in the value of U.S. imports of
million as supplies of cotton from China to the world parts and accessories for computers and other office
market were greatly reduced in 1994. Exports of only a machines, electronic integrated circuits, and
few articles declined in 1994, the only significant microassemblies accounted for about 75 percent of the
decrease being a $67-million (30 percent) fall in exports $1.6 billion growth in the value of U.S. imports from
of aircraft to $155 million. Taiwan during 1993-94. In many cases, the products
) imported incorporate microprocessors and high-density
Dennis Fravel memory chips from the United States that are attached to
(202) 205-3404 printed circuit boards in Taiwan for subsequent export to
the United States and other countries. The increased
value of these imports reflect the surge in U.S. demand
Taiwan for electronic_ components for use in personal computers,
telecommunications apparatus, and other electronic
equipment. Higher prices, especially for dynamic
random access memories, Taiwan'’s main semiconductor
export to the United States, also played a role. The
remainder of the increase was primarily accounted for by

104U.S. imports of tobacco from most countries were 3 rise in imports of sporting goods (an increase of $84
greatly reduced in 1994 because of new U.S. regulations - . e - .
requiring that cigarettes produced in the United States mllltlolnlz’ stteel m'g7%r0d.lljl.(:ts ($8}j {11:||an), IndudstrI%I
consist of at least 75 percent U.S.-grown tobacco. See the Metal fasteners ( million), and television and video

industry/commodity article on tobacco later in this report. apparatus ($62 million).

U.S. imports from Taiwan rose by $1.6 billion from $25.0
billion in 1993 to $26.6 billion in 1994, while U.S.
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The increased value of U.S. imports of electronic increase in the volume of U.S. imports from Italy
products from Taiwan reflected both the shift in the exceeded the increase in the volume of U.S. exports to
Taiwan economy to the production of capital-intensive lItaly, largely reflecting a relatively faster economic
and high-technology products for domestic consumption growth rate experienced by the U.S. economy than by the
and for export, as well as continued production of Italian economy in 1994, and a modest strengthening of
electronic products such as electronic integrated circuitsthe U.S. dollar vis-a-vis the Italian lira. At the same time,
and microassemblies that use processes that arghe increase in the U.S. trade deficit in 1994 was
labor-intensive and low-value-added and as such, are naignificantly less than the increase in the deficit during
longer produced en masse in the United States. Currently1993. This reflected Italian economic recovery from
exports from Taiwan account for about 39 percent of the recessionary levels in 1993, stronger consumer demand
Taiwan GNFPO> The Taiwan economy has been in ltaly, and a greater stability in the value of the Italian
export-oriented for many years; however, in the past, lira vis-a-vis the U.S. dollar in 19948 ltaly
most Taiwan exports consisted of relatively experienced moderate economic expansion in 1994 with
low-technology labor-intensive items such as toys, real GDP growing at a rate of 2.2 percent compared to a
apparel, and footwear. U.S. imports of some of thesereal decline of 0.7 percent in 1993. Industrial
products from Taiwan declined significantly during productiod? also grew strongly, particularly in the
1993-94, particularly footwear, which declined by $128 textiles, leather, and machinery and equipment sectors of
million. Investment in Taiwan has recently been the economyl© ltaly’s industrial performance was
concentrated in such high technology areas as aerospacejded by falling interest rates, low inflation, and rising
biotechnology, semiconductors, computer hardware andbusiness confidence. At the same time, brighter
software, precision machining, and environmental employment prospects, together with a favorable
protectiont06 Overall, U.S. and world exports to Taiwan inflation outlook, raised consumer confidence levels and
have grown, buoyed by a strong annual economic growthincreased consumer demand.

rate in Taiwan (about 6 percent in 1994 based on real . . -
GNP), increased domestic and foreign investments, and &/->- imports from ltaly increased by $1.5 billion (11
rise in private consumption. A $383 million increase in Percent)in 1994, to $14.6 billion, with significant growth
U.S. exports to Taiwan of parts for electronic integrated N & variety of products. The largest dollar volume
circuits and microassemblies accounted for about 58Ncreases occurred among imports of furniture, which

t of the $655 milli th in th | fu.s 9grew by $129 million (30 percent) to $554 million;
g%%er?s t% Ta(iaw$an dur:i“néo?gggvgdh n the value o footwear, which increased by $108 million (17 percent)

to $736 million; and selected motor vehicle parts, up by

U.S. exports to Taiwan during 1993-94 also increased for$107 million (40 percent) to $375 million. A significant
other product groupings including organic chemicals (an increase was also registered in imports of computers and
increase of $247 million), parts for aircraft ($73 million), related equipment, which rose by $84 million (91
and certain raw hides and skins ($56 million). Partially percent) to $176 million; and in parts of computers and
offsetting these increases, U.S. exports of aircraft fell by other office machines, up $94 million (56 percent) to
$504 million during 1993-9497 and U.S. exports of ~ $262 million. Partially offsetting the net increase in U.S.
soybeans and rail locomotive and rolling stock fell by imports was a decline in imports of refined petroleum,
$113 million and $104 million, respectively. down $132 million (41 percent) to $205 million.

Jack Greenblatt U.S. exports to lItaly increased by $730 million (12
(202) 205-3353 percent) in 1994 to $6.9 billion. O.v.er he_xlf of this growth
was accounted for by a $445 million rise in exports of
aircraft and jet engines. These exports more than doubled
[ta[y in 1994 to $765 million, or 11 percent of total U.S.
exports to Italy for that year. This expansion is in sharp
contrast to the large decline of $566 million (68 percent)
in exports of aircraft to Italy in 1993. The Italian aviation
industry maintains strong ties with U.S. aircraft
manufacturers and U.S. advanced technology is widely
used in Italian airborne and ground avionics systems.
Italian carriers are presently beginning an extensive

195U.S. Department of Commerce, International Trade  ypgrading of these systerHid. The next largest source of
Administration, Taiwan: “Commercial Overview,” reprinted

in National Trade Data Bank (NTDB)—The Export

The U.S. merchandise trade deficit with Italy grew for the
third consecutive year in 1994, expanding by $786
million to $7.7 billion in 1994, following a $3.1 billion
increase in 1993 and a $358 million increase in 1992. The

Connection; program, Country Commercial Guides; item, ID 108The U.S. dollar appreciated by an average of nearly
IT CCG Taiwan 01, Dec. 26, 1994. 2 percent against the lira during 1994, compared to an
106 |pid. average appreciation of 27 percent vis-a-vis the lira in 1993.
107 According to an industry observer, in 1993, nine 1091talian industrial production grew at a real annual
Boeing 747s were delivered from the United States to rate of 4.3 percent in 1994, following declines in the 2
Taiwan. In 1994, this source indicated that deliveries from  previous years.
the United States to Taiwan consisted of 10 smaller planes 1100ECD Economic Outlook: Italy, Dec. 1994, p. 73.
(Boeing 757s and MD82s) that were significantly less 111y.s. Department of Commerdd,S. Global Trade
expensive than the Boeing 747s. Qutlook,p. 48.
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U.S. export growth to Italy in 1994 was in chemical wood Foreign trade has become a more important component
pulp, up $53 million (37 percent) to $194 million. The of Russian GDP, in part reflecting the economy’s
most significant decline in U.S. exports to Italy occurred increasing capitalist nature, but also underlining some of
in soybeans, which fell by $54 million (31 percent) to the economy’s difficulties. Russian exports increased
$122 million. This was in contrast with 1993, when between 1993 and 1994 at a faster rate than imports, and
soybean exports increased by 24 percent and accountettade (particularly exports) continued to be redirected
for the largest dollar increase in U.S. exports to Italy.  toward the convertible-currency countries. Exports and
their associated hard currency revenues have become
Vincent DeSapio more attractive for a number of reasons, not the least of
(202) 205-3435 which is that companies with access to foreign markets
increasingly have relied on exports to maintain
production and pay their work force. Rapid depreciation
of the Russian ruble enhanced the value of export sales
) ) made in convertible currenéy? overcoming concerns
Russian Federation about losing competitiveness because of rising
transportation, energy, raw materials, and labor costs.
Exports also received a boost when government
regulations covering export activity were relaxed
between 1992 and 1993, and again during 1994. Russian
export duties and limitations imposed by export quotas
and licensing were reduced or eliminated, and the
Russian Central Bank rescinded regulations that required
the sale of a portion (around 40 percent) of hard currency
export earning$l® Investment, another component of
GDP, has declined by an estimated 50 percent since 1991,
reflecting a reduction in the government’s share of
investment from 95 percent of total investment to less
than 20 percent during 1991-%% Foreign investment
in Russia has been discouraged by concerns regarding
property rights, political turmoil (including the rule by

Economic conditions continued to deteriorate in Russia
during 1994, the fourth year of restructuring following

the breakup of the Soviet Union. However, the nature of
Russia’s economic crisis has changed. Price
liberalization, the disruption of industry linkages (caused
by breakup of the Soviet system of central planning and
distribution), and tight fiscal and monetary policies were
primary causes of economic disruption during 1992 and
1993. However, a lack of domestic demand and
continuing inflation (caused mostly by expansion of the
money supply) accounted for most of the economic
difficulties in 1994. Aggregate demand fell because of
several factors, most notably the country’s payments

crisis. This crisis was precipitated by the accumulation of presidential decree and high turnover of personnel in key

accounts receivabféZas customers’ failure to pay bills government posts), a growing crime rate, increasing

led to a massive debt chain that resulted in delays ing, .on qebt of the Russian Government, and changing
payment of wages and taxes, hindered investment, an

reduced national and local budget revenues. A rapid usiness legislation among other thidgs. Russia’s
increase in the money supply in 1994 in response to lower
tax revenues, resulted in a rate of inflation, estimated at ~ 114The exchange value of the ruble fell from Rb 414.5

; : : : per $1 on Dec. 31, 1992 to Rb 1,247 per $1 on Dec. 28,
300 percent in 1994. Much of the inflation increase 1993, thereafter, declining to Rb 1,810 per $1 on Apr. 21,

accrued dyrlng the last 5 months of'the year, as Russ'a,3.L994, and to Rb 3,550 per $1 at the end of 1994. As of the
GDP declined for the third year in a row in 1994, Mar. 17, 1995, auction on the Moscow Interbank Currency
reflecting the decline in industrial outpt# Exchange, the exchange value was Rb 4,824 per $1. Also,
private sector purchases of foreign currency (used to hedge
against a decline in the value of ruble-based assets) increased
112|ntercompany debt accounted for approximate|y 60 to 6 trillion rubles in AUgUSt 1994, from a total Of 19tr||||0n
percent of total company debt and represented 14 percent of during January through June 1994. The Russian Ministry of

Russian gross domestic product in 1994. According to Economics, quoted in InterfaXrade and Investment Report
Russian Economics Ministry personnel, 52 percent of Jan. 20-27,1995,p.3. o _ _
company accounts payable (worth 81.4 trillion rubles) were 115B.G. Fedorov, Russian Ministry of Finanéjssian

in arrears as of Nov. 1, 1994, and company solvency has Finances in 1993Moscow, Jan. 1994. Also, Interfakade
deteriorated since the end of 1993 amid reduced demand for and Investment Reporug. 20-27, 1994, pp. 3-4.

products. InterfaXTrade and Investment Repoktec. 30, 118|nterfax, Trade and Investment Repoadtin. 13-20,
1994-Jan. 6, 1995, p. 2. On the national level, Russia’s 1995, p. 8.

foreign debt increased from about $79 billion in 1992 to 117Negotiations began between the Russian Ministry of
$103 billion in 1994. Because this is roughly twice the value Finance and the World Bank, International Monetary Fund,
of Russia’s exports, it has given rise to concerns about London Club, and Paris Club to renegotiate terms of
Russia’s ability to repay its debt. repayment of Russia’s debt (including debt incurred during

113Russia’s GDP fell by 15 percent in 1994 from the the Soviet era) in 1994-95. This debt burden, social tension,
1993 level, and was down 39 percent from 1991; industrial government intervention in the economy, restrictions on the
output in 1994 was 79 percent of 1993, and 56 percent of the movement of capital, and other difficulties make Russia a

level in 1991. Russian State Statistics Committee data high-risk country for foreign investment. The current
quoted ininterfax Weekly Business Repdvtar. 17-24, investment law dates from July 1991 and explicitly allows
1995, p. 3. Also, Interfaxirade and Investment Report assets held by foreigners to be nationalized; it also restricts
Dec. 30, 1994-Jan. 6, 1995, p. 2. Industrial output declined foreign participation in a number of key sectors by declaring
most in light industry (generally, textiles and apparel), them government monopolies. Privatization laws hinder
machine-building, chemicals and petrochemicals, and the foreign investment in manufacturing, construction,

timber and pulp industries. transportation, and mining by giving local and national
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domestic political and economic crises have also number of exporters) and excise taxes imposed by
stimulated capital flight, estimated to have exceeded Russian authorities in 1994. U.S. imports of art and
$100 billion during 1991-9418 antiques from Russia also declined, by nearly $72 million

. . ) (91 percent) to $7.5 million in 1994.
Reflecting factors discussed earlier that made Russia’s

exports more competitive in world markets and which 1€ most significant increases in U.S. exports to Russia
restricted Russia’s ability to pay for imports, the U.S. |n_1.994 are shown in the following tabulation (values in
merchandise trade balance with Russia slipped from amillions of dollars, f.a.s. value):

$1.2 billion surplus in 1993 to a $707 million deficit in
1994, representing a net change of nearly $1.9 billion. 5\ <tion

Value of Value of
increase U.S. imports

U.S. exports to Russia declined by $386 million (13 description in 1994 in 1994
percent), while U.S. imports from Russia increased by —
nearly $1.5 billion (86 percent) to $3.2 billion. Q’g‘gﬁgéﬂggzee”%ﬁg --- $340 $343
. . . Ity ... 225 336
The fastest-rising U.S. imports from Russia were raw -‘“}85&%0 products . ... 66 181
materials and commodities, where price is the leading Lubricating oils .. .. ... 29 34
factor of competition, and quality of the production Fishing vessels ...... 28 29
process is not as important as it is for higher level Instruments.......... 20 144

manufactured goods. Such import gains were recorded

across a broad range of products, including forestry andincreased Russian import tariffs and reduced consumer
marine products, minerals, metals (including scrap), subsidies led to reduced U.S. exports of corn, soybeans
petroleum, petrochemicals, and fertilizer. The most and soybean meal, and wheat, which together declined by
significantincreases in U.S. imports from Russia in 1994 $735 million to $90 millionin 1994. U.S. exports of these
are shown in the following tabulation (values in millions items to Russia also fell between 1992 and 1993. U.S.
of dollars, customs value): exports of butter also declined by $57 million (69
percent) to $26 million. Russia’s trade with countries
outside the former Soviet Union increased by more than 7

Value of Value of

Production increase  U.S. imports percent in value to $76.2 billion between 1993 and 1994.
description in 1994 in 1994 The increase in exports, which rose by 8 percent to $48
Steel ... $494 $591 pillion, more than compensa}t(?d for the 5-percent
Aluminum ... ... ... 478 960 increase in imports (to $28.2 billion) as Russia netted a
Uranium............. 177 300 merchandise trade surplus of nearly $20 bilfishTrade
Diamonds, platinum, with industrially developed countries accounted for the
Ar?nnsdagn?:ild cons ... 144 420 bulk of both exports and imports (67 and 69 percent,
ammunition . . ... ... 42 51 respectively) in 1994, increasing in volume and as a share
Fish and crab . . .. .. .. 39 13 of total trade between 1993 and 1994.Russia’s trade

with developing countries and with former members of
the Council for Mutual Economic Assistance (CMEA)

U.S. imports of oil (including crude petroleum) declined declined in volume and as a percent of Russia’s total

most, falling by $85 million (34 percent) to $165 million,

. \of P . ; tradel?!
mainly because of export licensing (which restricted the
Fastest rising exports included pig iron, rolled steel,
117__Continued ferroalloys, and nonferrous metals (such as copper,
governments veto powers over equity partners. For nickel, and aluminum), chemicals, and timber. Exports of
example, see Lev Makarevich, “Russia Remains a crude petroleum, natural gas, and petroleum products

Highest-Risk Country: Factors Curbing an Influx of Bank (which accounted for some 44 percent of exports)

Investment in the Economy Are Analyzed,” Moscow, ; ;
lzvestiya (Finansovyye Izvestiytansiated in remained about the same, while exports of coal and

FBIS-SOV-95-085-Sa, May 3, 1995, pp. 12-15.

118Estimates of the amount of money held by Russians H9Calculated from data published by the Russian
abroad varies from the $10 to $20 billion estimated for Ministry of Economics, published imterfax Trade and
1992-93, to over $130 billion cumulatively during the Investment Reparfan. 13-20, 1995, p. 7.
post-Soviet era. For example, see “Rybkin on Funds 120These data show that Germany was Russia’s largest
Accumulated lllegally Abroad,” MoscoEkonomika i trading partner, accounting for 13 percent of Russia’s total
Zhizn translated in FBIS-SOV-95-075, Apr. 19, 1995, p. 1.  trade with countries outside the former Soviet Union,
The system of monitoring exports and their associated followed by the United States (7 percent), United Kingdom

foreign exchange earnings began in earnest only from Jan. 1,(6 percent), Italy (6 percent), China (5 percent), and the
1994. Russian experts estimate that during 1994 about 12.5 Netherlands, Finland, Switzerland, and Japan, each
percent of export earnings remained abroad (equivalentto  accounting for 4 to 5 percent.

about $6 billion in 1994 alone), but the percentage of foreign 121pata show that Russia’s exports to industrially
exchange earnings retained abroad has fallen significantly. developed countries and imports from these countries
Reportedly, some import transactions also are phony. Ivan increased by 22 and 20 percent, respectively between 1993
Zhagel, “Exporters Secrete One Dollar in Eight Abroad, But and 1994. Exports to developing countries and to former

that Is Only Half as Much as a Year Ago,” Moscow, CMEA members declined by 5 and 20 percent, respectively,
Izvestiya translated in FBIS-SOV-95-060-S, Mar. 29, 1995,  while Russia’s imports from these two groups declined by 20
p. 10. and by 17 percent, respectively.

2-39



manufactured goods declined between 1993 and 1994these countries were reported at Rb 31.5 trillion ($13.9
Falling world prices for the majority of raw material billion), with imports from these countries totaling Rb
exports forced Russian exporters to boost volumes in27.8 trillion ($12.3 billion). Trade with these countries
order to maintain revenues. Also impeding exports, accounted for about 26 percent of Russian foreign trade
certain Russian exports have been subject to antidumpingn 1994 (approximately 30 percent of imports into Russia
duties in the markets of major trading partners, including and 23 percent of exports from Russi&). Within the

the United States and EU. Russia has not acceded to th€lS, Ukraine is Russia’s largest trading partner,
General Agreement on Tariffs and Trade (GATT) orto its accounting for approximately 50 percent of Russia’s
successor, the World Trade Organization, which might exports to, and 40 percent of Russia’s imports from, CIS
lead to reduced restrictions on exports. The interim tradecountries.
agreement between Russia and the EU, needed prior to

EU acceptance of Russia’s partnership status, was
postponed until mid-1995. Imports of certain food items,

such as meat, poultry, butter, and manufactured goods
increased in 1994, while centralized purchases of grain
and sugar (i.e., subsidized state purchases of imports
were reduced?2

Charles Yost
(202) 205-3432

123__continued
ayments, particularly for energy, owed by the other CIS
countries to Russia poses an obstacle to trade expansion. In
order to maintain some intra-CIS trade, the Russian

Russia’s total trade with the former Soviet republics
(excluding the three Baltic countries) declined by 51
percent to $26.2 billion in current dollars in 1994, after
falling by 22 percent in 19983 Russia’s exports to

1221mport duties are slated to increase from current
levels of about 10 percent to approximately 15 percent ad
valorem on July 1, 1995.

123Reasons for the decline in trade include the
disruption of many intra- and interindustry links following
the breakup of the Soviet Union, the raising of new customs

Government has concluded bilateral trade and economic
agreements with other CIS governments under which each
contracting state assumes the delivery obligations of a
narrow list of products and settlement of accounts is
accomplished on a clearing basis. However, these contracts
were unfulfilled to a large extent during 1994. See,
Konstantin Levin, “In the Morning—Debt Payment, in the
Evening—Trade and Economic Agreement,” Moscow
Kommersant-Dailytranslated as “Problems of Trade,
Economic Cooperation in CIS Framework Viewed,”
FBIS-SOV-94-239-S (Dec. 13, 1994), p. 5.

124Calculated from data reported in The Economist

and financial barriers, and the use of new national currencies Intelligence UnitRussia: EIU Country Repagrist Quarter

following collapse of the ruble zone (the newly independent
countries used the ruble for trade until the Russian

1995, p. 38. Whereas Russia’s foreign trade with countries
outside the CIS is estimated to grow by about 4 percent

government canceled ruble accounts held abroad and ceasedetween 1994 and 1995, trade with CIS countries is

supplying currency to the former Soviet republics). The

estimated to decline by 20 to 30 percent, to $16 to $18

absence of a clearing mechanism has complicated exchange billion during the same period. “Foreign Economic Activity
arrangements as has the scarcity of hard currency foreign ~ of Russia in 1995,” MoscoviEkonomika i Zhizntranslated
exchange. The amount of total debt and growing arrears in in FBIS-SOV-95-075-S, Apr. 19. 1995, p. 2.
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CHAPTER 3
Agricultural Products

The U.S. trade surplus in agricultural products in- fall of palm oil in Malaysia, a traditional supplier
creased by $2.0 billion in 1994 and now stands atto the region. Meanwhile, the overall value of
$20.3 billion (table 3-1). Both exports and imports U.S. exports of cereals, oilseeds, and animal feeds
rose strongly, with total sector trade increasing by 8 were down in the range from 4 to 6 percent, corre-
percent from $83.4 billion in 1993 to $90.4 billion sponding to lower levels of U.S. production and
in 1994. U.S. exports grew by 9 percent from exportable supplies. The exports of most other
$50.8 billion in 1993 to $55.4 billion in 1994, commodity groupings increased.
while imports rose by 8 percent from $32.5 billion
in 1993 to $35.0 billion in 1994. The leading U.S. agricultural import groupings were
shellfish ($3.9 billion); cattle and beef ($2.7 bil-
Cereals accounted for one-sixth ($10.1 billion) of lion); coffee and tea ($2.7 billion); edible prepara-
total U.S. agricultural exports in 1994. Another tions ($1.6 billion); distilled spirits ($1.6 billion);
one-third was accounted for by cigarettes, oilseeds,fresh, chilled, and frozen vegetables ($1.4 billion);
animal feed, edible preparations, and cotton; ex- cocoa, chocolate, and confectionery ($1.3 biIIion);
ports of these products amounted to $5.0 billion, frozen fish ($1.3 billion); and tropical fruit ($1.3
$4.5 billion, $3.5 billion, $3.1 billion, and $2.7 bil- billion). These nine agricultural commodity group-
lion, respectively. Cotton and cigarette exports in- ings represented one-half of all agricultural imports
creased by $1.1 billion and $1.0 billion, respective- during 1994. The value of U.S. imports of coffee
ly. Large value and percentage increases inand tea increased by $950 million in 1994, largely
cigarette exports to Belgium, Cyprus, Lebanon, and as a result of substantially higher world prices for
Russia, all of which also serve as transhipment cen-coffee that were prompted by weather-related events
ters, reflect the growing demand for U.S. cigarettes in Brazil, the leading world producer. Shellfish im-
in Central Europe, the former Soviet Union (FSU) ports, of which shrimp accounts for the majority,
countries, and the Middle East. Exports of cotton, rose strongly by $653 million as the result of both
not carded or combed, increased significantly as re-increased demand for the physical product as well
duced Chinese production led to a large price in- as a l4-percent increase in the unit value price of
crease for cotton in world markets. U.S. exports of shellfish. A decline in imports of unmanufactured
edible preparations, which consist of many food tobacco, which fell by $757 million in 1994, was
items that require little or no time for preparation largely attributable to U.S. legislation that increased
before consumption, rose by $540 million in re- the domestic content of U.S. manufactured ciga-
sponse to increasing consumption worldwide of rettes to 75 percent U.S. tobacco. Ample U.S. pro-
these prepackaged food products. Poultry exportsduction and lower U.S. market prices helped to re-
rose by $462 million in 1994, with expanded ship- duce the value of U.S. imports of cattle and beef
ments to Russia accounting for roughly half of the by $329 million in 1994.
total increase. The rise in poultry exports to Rus-
sia, which consisted mainly of chicken leg quarters, Large export increases during 1994 significantly in-
resulted from Russian domestic production prob- creased the trade surpluses in the cotton and poul-
lems, public perception of superior U.S. quality, try sectors. The cigarette and cattle and beef sec-
and market privatization that prompted Russian tors also experienced increased trade surpluses as a
trading firms to obtain foreign poultry supplies. result of both increased exports and diminished im-
U.S. exports of animal and vegetable fats and oils ports. Deficits in the shellfish and coffee trade sec-
also increased by $397 million to $1.9 billion in tors were increased primarily by rising imports.
1994. These exports, while relatively stable in vol- Meanwhile, the $915-million decline in the cereals
ume terms, increased as a result of higher worldtrade surplus resulted from a combination of de-
prices. Additional fats and oils exports went to creased exports and rising imports stemming from
Southeast Asia as the result of a production short-high U.S. market prices relative to world prices.
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Table 3-1
Agricultural products: U.S. exports of domestic merchandise, imports for consumption, and merchandise
trade balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

JAPAN 12,189 12,819 630 5.2
Canada ... 5,648 5,929 282 5.0
MEXICO .t s 3,725 4,724 999 26.8
Netherlands . ... 1,776 1,854 78 4.4
KOrea . .o 2,197 2,612 415 18.9
TAIWAN . 2,211 2,331 121 5.5
Thailand . ... .. 372 457 85 22.8
Belgium ... 1,444 2,182 738 51.1
Brazil ........ 218 642 424 194.3
United Kingdom .. ... .. 1,045 1,034 -11 -1.1
AllOther .. 20,001 20,767 766 3.8

TOtal .. 50,824 55,350 4,526 8.9
EU-12 . 8,363 9,083 719 8.6
OPEC . 2,687 2,747 61 2.3
Latin AMerica . ...t e 7,304 8,742 1,438 19.7
CBERA 1,919 1,912 -7 -0.4
Asian Pacific Rim ........... 20,111 22,761 2,650 13.2
ASEAN . . 1,781 2,207 425 23.9
Eastern EUrope . ... ... 408 295 -113 -27.7

U.S. imports for consumption:

JAPAN 389 408 19 4.8
Canada . ... 6,514 6,908 394 6.0
MEXICO .t 3,130 3,366 236 7.6
Netherlands . ... 885 991 107 12.0
KOrBa ..t 179 173 -6 -3.2
TAIWAN . e 325 339 15 4.5
Thailand . ... 1,591 1,853 263 16.5
Belgium ... 113 120 7 5.9
Brazil .. ... 1,514 1,435 -79 -5.2
United Kingdom . ... .. 833 875 42 5.0
AllOther ... 17,062 18,580 1,518 8.9

Total . 32,534 35,049 2,515 7.7
EU-12 . 5,825 6,345 521 8.9
OPEC . 1,480 1,918 438 29.6
Latin America . ...t 10,266 11,261 996 9.7
CBERA 2,335 2,523 188 8.1
Asian Pacific Rim ........ ... .. ... 5,187 5,259 73 1.4
ASEAN ..o 2,858 3,328 469 16.4
Eastern EUrOPE . . . ..ot 274 197 =77 -28.2

U.S. merchandise trade balance:

JAPAN 11,799 12,411 611 EZ)
CaANAAA ...t -866 -978 -112 2)
MEXICO ..ottt et e e e 595 1,357 763 ®
Netherlands .. ......oooii e 892 863 -28 ®
KOrea ... 2,018 2,438 421 ®
TAIWAN ..ottt e e 1,886 1,992 106 ®
Thailand . .. ... -1,219 -1,397 -178 )
BEIGIUM ottt 1,331 2,063 732 ®
BrazZil ..t -1,296 -793 502 ®
United Kingdom . .........oiii e 212 159 -53 ®
Allother ... . 2,939 2,186 -753 ®)

TOMAl et 18,290 20,301 2,011 ®
EU-12 o 2,539 2,738 199 ®
OPEC ..ottt 1,207 829 -377 ?
Latin AMEMCA .. ...\ttt e e e -2,961 -2,519 443 &)
CBERA ..ttt -415 -611 -195 6
Asian Pacific Rim . ...... ... .. 14,924 17,502 2,578 ®)
ASEAN . -1,077 -1,121 -44 ?
EASteIrN EUMOPE . .. o\ ee et e e e e e e e e 133 98 -36 6]

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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i exports to Mexico rose by $297 million because of
US Bllateral Trade new tariff-rate quotas established by the NAFTA.

U.S. exports to the EU rose by $719 million in
The major U.S. trading partners in agricultural 1994 to $9.1 billion, led by a $701-million increase
products during 1994 were the EU-12, Japan, Cana-in cigarette exports. Significant increases in U.S.
da, and Mexico, which together accounted for exports of rice, cigarettes, and beef to Japan helped
$49.6 billion, or 55 percent of total U.S. foreign to offset large decreases in U.S. exports of corn
trade in 1994 (figures 3-1 and 3-2). The leading and soybeans and lift U.S. agricultural exports to
U.S. exports to Japan, which is the single largestJapan by $630 million to $12.8 billion.
U.S. agricultural product export market, included
cigarettes, cereals, beef, and frozen fish, while US.ys imports from the EU in 1994 were $6.4 bil-
imports from Japan were relatively minor.  Princi- ;00" o0 increase of $521 million. or 9 pércent
pal exports to the European Union (EU) were cjga— Incr,eased U.S. imports of alcof\olic beverageé,
the EU. Leading export categories to Canada in- glg)?ti ?:Oumnrgzr:]lgggt%iz ggggc%illlmﬁorgs;. 6Ub§fclerr?'u_
cluded fruits, vegetables, and edible preparations;i,” g9 pilion in 1994. Increased imports in
while live cattle, meat, fish, and spirits were the yyceaq  fats and oils, and cereals from Canada
moat expons from the Unied States o Mexco rep. Coumie'®d Jarge declines in_cigarettes and  ive
resented the largest export commodity groups, jion “or g .pércer?t, to $3.4 billion in 1994. Growth
unercas e, catl, cofee, vegelables, and ln' mpors of cofee, shimp, and vegetables ofst

declines in live cattle and bananas. U.S. imports

from Thailand totaled $1.9 billion in 1994, a rise
U.S., exports to Mexico rose by $999 million in of $263 million, or 17 percent. This expansion in
1994, or 27 percent, to $4.7 billion. U.S. corn imports was mainly attributable to shrimp.

Figure 3-1
U.S. agricultural sector exports, 1994: Leading U.S. exports, by major markets, and overall per-

centage change since 1993
2%
%/ .". &l Y9,
¢ / S5 BILLION P o
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REST OF WORLD
$13.9 BILLION
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$2.6 BILLION
+19 PERCENT

CATTLEHIDES, COTTON \
RAINS 22
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TOBACCO OILSEEDS

1994 U.S. EXPORTS
$55.4 BILLION
+9 PERCENT

OIL SEEDS, CIGARETTES,
ANIMAL FEEDS, EDIBLE NUTS,
FRUITS

FA
JAPAN >
$12.8 BILLION é’
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Source: Derived from official statistics of the U.S. Department of Commerce.
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Figure 3-2
U.S. agricultural sector imports, 1994: Leading U.S. imports, by major sources, and overall

percentage change since 1993
?M § §§
\%&\\ L SR e s
it § \“ 2N
AL

PROCESSED FISH
AND SHRIMP

LIVESTOCK, MEAT,
FISH, SPIRITS, GRAINS

SPIRITS, WINE,
BEER, CHEESE

AUSTRALIA AND NEW ZEALAND
$2.0 BILLION
-6 PERCENT

REST OF WORLD
$6.6 BILLION
+7 PERCENT

1994 U.S. IMPORTS
$35.0 BILLION
+8 PERCENT

SHRIMP, FISH, COFFEE

BANANAS, COFFEE, SHRIMP VEGETABLES,

COFFEE, ORANGE JUICE,
UNMANUFACTURED TOBACCO

BRAZIL
$1.4 BILLION
-5 PERCENT

$6.5 BILLION
+15 PERCENT

MEXICO
$3.4 BILLION
+8 PERCENT

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

Comm0d|ty AnaIySiS mestic and duty-free markets on January 1, 1994,

contributed to the decline.

Although relatively small in comparison to exports,

U.S. imports of cigarettes decreased dramatically by
Cigarettes nearly 80 percent from 1993 Ieve_'ls. The turn-

around can be almost entirely attributed to Cana-

. . da’s decision in February 1994 to roll back domes-

The U.S. trade surplus in cigarettes increased bYiic excise taxes by $3.80 per carton, while
$1.3 billion in 1994 to nearly $4.9 billion as ciga- jnnosing an export tax of $6.00 a carton. In addi-
rette imports declined substantially and cigarette eX- tjon to the Federal tax cuts, the Government offered
ports hit record levels. U.S. exports increased by 1o match cuts by Provincial Governments, providing
over $1 billion, with shipments to Belgium and Ja- 55 mych as a $20 break per carton for Canadian
pan accounting for over $3 billion, or nearly 62 consymers. These actions closed the price gap be-
percent of the total. A number of the leading des- yyeen |egal and illegal cigarettes and effectively
tinations for U.S. exports, such as Belglum, Cyp_rus, put smugglers along the border out of business.
Lebanon, and Hong Kong, are transhipment points. gefore February 1994, internal taxes made Cana-
The rise in cigarette exports to Cyprus, Lebanon, gian cigarettes among the most expensive in the
and Belgium suggests strong growth potential for v g, “This situation fostered the widespread im-
U.S. cigarettes in Central Europe and the FSU n4qaiion of Canadian cigarettes by U.S. traders,
countries, and may support the business strategiegyng in turn sold them on Mohawk Indian reserva-
of the large multinational firms to establish their ions that straddle the U.S.-Canadian border. Once
presence in these emerging markets. EXports tOyiihin the sovereign, tax-free territory of the Mo-
Russia alone increased by 57 percent over 1993 t0-hawk, the cigarettes could be smuggled into Cana-
tals. On the other hand, exports to Hong Kong gian commerce at bargain rates.
declined in 1994. Competition from exports of
Chinese manufactured cigarettes to neighboring Greg Schneider
countries, as well as the closing of the Chinese do- (202) 205-3326
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cotton yield was calculated by the USDA at 982
Cotton pounds (445.4 kg) per harvested acre, up 44 pounds
(20 kg) from the previous year. Total U.S. cotton

Exports of U.S. cotton, not carded or combed (raw acreage in 1994 was 14.1 million acres (5.7 million

cotton), increased by nearly 75 percent, from $1.5 -
billion in calendar year 1993 to $2.7 billion in Nectares), up 4.3 percent from 135 million acres
1994. This increase, attributable to sharply de- (-5 million hectares) the previous yéar.

creased production in areas such as China and PakiMajor markets for U.S. cotton, not carded or
stan, reversed a 3-year trend. U.S. exports of “all combed, in 1994, were China ($360 million), Japan
types™ of cotton during crop year 1994R%re es-  ($323 million), Korea ($317 million), Indonesia
timated by the U.S. Department of Agriculture ($238 million), Mexico ($193 million), Hong Kong
(USDA)® to be 7.2 million bales, or 1.6 milion ($119 million), and Thailand ($115 million). Sales
metric tons (mmt), up by nearly 5 percent from the to China were particularly notable given that 1993
previous year (6.9 million bales, or 1.5 mrht). U.S. exports of cotton to that nation amounted to
Between 1990/91 and 1994/95, U.S. cotton has ac-°"Y |$179|’000' .bTh%| Increase r:n exgor'lcs fo China
counted for an average of 45 percent of Japanese‘(’jvas. argely attributable to a sharp decline in pro-
cotton imports and 84 percent of Mexican cotton duction of cotton in China. ~Chinese cotton produc-
imports. During the same period, U.S. cotton ex- tion decllneq by 34 percent from 26.1 million bales
ports accounted for an average of about 25 percent®-7 mmi) in 1991/92 to 17.2 million bales (3.7
of the worldwide cotton trade. U.S. cotton exports Mmt) in 1993/94, because of poor weather and a

in 1994/95 constituted an estimated 27 percent of bollworm infestation. In 1994/95, cotton produc-
the world cotton trade. tion in China rebounded to the levels of 1992/93,

, 20.7 million bales (4.5 mm®).
Between 1993 and 1994, U.S. imports rose sharply

in value from $413,000 to $6.8 million, which, de- While exports of cotton for the current 1994/95
spite the increase, still equaled only 0.3 percent of marketing year are projected by the USDA to re-
the value of 1994 U.S. cotton exports. Much of main strong, export demand for next season appears
this increase in U.S. cotton imports was of extra- more volatile. According to the USDA, foreign de-
long staple (ELS) cotton from Egypt and Sudan. mand is improving and production problems in sev-
The increase in imports was at least partially in eral major cotton-producing nations have led to a
response to two developments. First, the U.S. ELSdecline in foreign cotton stocks, which is a positive
cotton crop of 355,000 bales was the lowest sinceindication for the U.S. cotton trade. However, for-
1988. The USDA a.ttrlbuted the prOdUCtlon decline eign producerS, especia”y in areas such as Egypt,
to lower acreage being planted to ELS cofoBe-  |ndia, China, and Pakistan, are expected to once
cond, 1994 domestic mill consumption of ELS COt- a4ain expand cotton acreage and production, which
ton was 50 percent above 1993 levels resulting qq,|q provide excess supplies to compete with U.S.
from continued weak relative pricesnd adequate — (iiion exports. Thus, in 1995/96, exports of U.S.
supplies. cotton will depend on the overseas balance between

“All cotton” production for 1994 was at a record declining stocks and increased acretye.

high of 19.7 million bales (4.3 mmt), 22 percent

larger than 1993. Production increased because of

favorable growing conditions and vyields, increased

acreage, and diminished abandonment of planted

area. Yield reached 710 pounds (322.1 kg) per

harvested acre, 4 pounds (almost 2 kg) above theCOﬁee

previous record set in 1987, and 104 pounds (47.2

kg) above that of last year. The upland cotton As the world’s largest producer and exporter of

yield was also at a record high, 707 pounds (320.19reen coffee beans, Brazil plays a large role in

kg), 5 pounds (2.3 kg) higher than the 1987 vyield, global coffee tradé! The rare combination of a

the previous record. The 1994 average ELS severe frost in late June 1994 and a drought that

lingered into September 1994 lowered Brazilian
1 « " i} production estimates for 1995/96 by about 40 per-

(ELS)TQr?dpSE,?aSﬁd ﬁlcl,t%%?s refers to both extra-long staple cent.  Although these adverse conditions did not
2The crop year for cotton runs from Aug. 1 to July 31.  significantly affect 1994 production totals, New
3USDA, Economic Research Service, (ER)iton and York spot prices for Brazilian arabica coffee re-

John Pierre-Benoist
(202) 205-3320

Wool Situation & Outlook Repo(€WS-78; Nov. 1994). sponded quickly to the anticipated impact of the
4The standard weight of a bale of cotton is 480 pounds. frost and drought on the size and quality of the
EUSDA, ERS Cotton and Wool _ 1995/96 harvests, by sending shock waves through

Based on the ratio of Pima to Upland cotton prices. the entire market. Coffee prices moderated on the

7 Annual Crops Report, obtained electronically from the
USDA-ERS bulletin board. This report was approved on
January 12, 1995, by the Acting Secretary of Agriculture and 8USDA, ERS Cotton and Wool
the National Agricultural Statistics Service’s Agricultural Sta- 9 |bid.
tistics Board. 101pid.
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world market in September 1994 as rains came toWheat, corn, rice, and sorghum accounted for near-
the drought-stricken states of Parand and Minasly all of the $10 billion in U.S. grain exports in

Gerais and new coffee crops were picked; but not 1994: corn accounted for 41 percent; wheat, 40
before prices climbed to record, 8-year high lev- percent; rice, 10 percent; and sorghum, 7 percent.

els—nearly three times as high as in SeptemberU.S. wheat exports declined in 1994 by 13 percent
1993. in value from 1993, with lower exports to the FSU,

China, and India. Corn exports fell in 1994 by 6
With prices for all classes of coffee rising in re- percent in value as higher corn prices and plentiful
sponse to the Brazilian forecasts, U.S. importers third-country exports (particularly from China) un-
and roasters drew down existing stocks hoping thatdercut U.S. corn sales. Offsetting the downturn in
prices would fall. Consequently, U.S. imports of exports of wheat and corn, U.S. rice exports rose
green coffee declined by over 16 percent to aboutby a strong 30 percent in value in 1994 largely on
1.1 million metric tons in 1994, while U.S. coffee the strength of an extraordinary $224-million in-
stocks were reduced by over 50 perdeéntReflect- crease in Japanese purchases of U.S. rice to help
ing substantially higher market prices for green cof- offset a domestic crop failufé.
fee; however, the value of U.S. imports rose in
1994 by nearly 56 percent. Perhaps reflecting the
increased value of U.S. roaster and processor
stocks, the value of U.S. exports increased by about
23 percent. Half of the $240 million U.S. export
trade in coffee during 1994 went to our larges
trading partner, Canaég.

Among the leading foreign markets in 1994, Mexi-
co was the fastest growing market for U.S. grain,
with its purchases (mostly of corn) rising in 1994
by nearly $288 million above the 1993 level.
+ Egypt, a traditionally important U.S. market for

wheat, purchased an additional $245 million in U.S.
grain in 1994. Korea, another important U.S. mar-
Greg Schneider ket for feed grain, increased its purchases of U.S.
(202) 205-3326 corn and sorghum, with its total grain purchases
rising by $200 million.

Offsetting these export gains, U.S. sales to a large

Cereals (food and feed number of foreign markets declined. In particular,
: sales to the FSU countries declined as these coun-
gfaInS) tries imported less feed grain to support their

shrinking livestock sectof® Russian purchases of

The U.S. trade surplus in food and feed grains de- r%'ircl}bngr?r;n fgg 4fr°mTa?\,%22 ”g'rl]'%g mVelngegzguetlg $§r? f
clined by $0.9 billion in 1994 to $9.2 billion as Saudi Arabia also purchased less US. arain i
exports declined and imports rose. Food and feed1 4 P > 9
grain exports fell by 6 percent (or by $0.6 billion) 994.
to $10.1 billion in 1994. On a volume basis, U.S. ap additional contribution to the smaller U.S. trade
food and feed grain exports experienced an eveng,miys in grain in 1994 came in the form of in-
sharper decline of 11 percent to 77 million metric creased imports from Canada. Since 1993, total
tons in 1994. Meanwhile, U.S. imports of grain s imports of grain from all countries has risen
rose by 46 percent to $0.9 billion in 1994 as Cana- py, 47 percent to $861 million; imports from Cana-
dian grain entered the U.S. market in larger vol- 43 aione rose by 55 percent to $630 million. Im-
umes. ports of Canadian barley and wheat rose by $131
Diminished U.S. grain exports in 1994 to Russia, to million and $70 million, respectively, the result of
e ) ' both higher U.S. prices and lower domestic supplies
other FSU countries, and 10 a d|\_/e_rse group of of wheat and feed grains. In September 1994, the
smaller countries more than offset rising exports to

Japan, Mexico, Egypt, and Korea. Grain sales to United States imposed, under section 22 of the
Russia alone fell by $627 million in 1994. Sharply Agricultural Adjustment Act, tariff-rate quotas that

) N . restricted U.S. imports of wheat for a period of 1
higher U.S. prices, in part related to reduced U.sS. year because of their effects on U.S. farm pro-
production because of the floods in the United 4ramslé Canada was the foreign supplier.

States in 1993, and lower foreign demand for U.S.

grain dampened U.S. exports in 1994, John Reeder
(202) 205-3319

11Brazilian exportable production for 1994/95 is ex-
pected to reach about 18 million (60 kilogram) bags, out of a 14 Japanese rice production fell by nearly 25 percent (3.2
world total of 73 million bags. million metric tons) from crop year 1992/93 to 1993/94. In
12|ncludes Exchange and non-Exchange stock statistics 1994/95, Japanese production is projected to rise by over 4
compiled by the Green Coffee Association of New York City, million tons back to average historic levels. USDA, ERS,
Inc. but does not reflect business proprietary information on Rice Situation and Outlook Repo@ct. 1994, p. 32.
coffee bean stock holdings of roasters and processors. 15USDA, ERSForeign Agricultural Trade of the United
13These data principally reflect U.S. coffee bean imports States Nov.-Dec. 1994, p. 2.
that are processed and then exported with value added. U.S. 16The President took the action following receipt of a
domestic production of green coffee is modest and generally report in July 1994 from the U.S. International Trade Com-
consumed domestically. mission. See USITGVheat, Wheat Flour, and Semolina
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Unmanufactured tobacco

For the fifth year in a row, the United States con-
tinued to be the largest single country import mar-
ket in the world for unmanufactured tobacco de-
spite a 55- and 47-percent decrease in value an
guantity, respectively, of U.S. imports in 1994. The

dfbe

Turkish cigarette brand, which uses less U.S. flue
cured and burley tobacco, have adversely affected
U.S. exports. Industry sources also assert that a
significant share of the decline can be traced to
concerns expressed by officials of the Turkish to-

acco monopoly (TEKEL) about the negative ef-

cts of U.S. domestic content legislation on Turk-

ish exports.

drop in imports from $1.4 bilion in 1993 to
$613 million in 1994 can be largely attributed to
the effects of U.S. legislation requiring 75-percent
domestic content for U.S. manufactured cigarettes
(the Ford Amendmehf) and general uncertainty
surrounding the direction of U.S. domestic content Cattle and beef

regulations'® Assessments that were to be newly

applied to imported tobacco as of January 1, 1994, The U.S. trade deficit in cattle and beef narrowed
provided an added incentive for importers to “load to $355 million in 1994, down by $674 million,
up” on imported unmanufactured tobacco in De- from the previous year's deficit of $1.0 billion.
cember 1993. December 1993 imports of over The improvement was registered as exports in-
116,000 metric tons were nearly three times thosecreased by $355 million and imports declined by
of December 1994. Imports subsequently fell to $329 million. Developments in the domestic mar-
only 9,480 metric tons in January 1994 as Ford ket generally strengthened the competitive position
Amendment provisions came into force.  Although of the U.S. cattle and beef sector. Beef production
imports from Turkey, the leading U.S. supplier by in the United States in 1994, at 24.3 billion
value, were down by about 34 percent in 1994, the pounds, was 6 percent above the 1993 level and
percentage drop was smaller than the overall de-producer prices were about 10 percent below year-

Greg Schneider
(202) 205-3326

crease in imports, because oriental tobacco from
Turkey cannot generally be substituted in U.S. ciga-
rette blends.

earlier leveld®

U.S. exports of cattle and beef increased from $2.0
billion in 1993 to $2.4 billion in 1994. Exports to

The United States remained the second-largest ex-all major markets increased, with sales to Mexico

porter of unmanufactured tobacco behind Brazil,
exporting 196,792 metric tons in calendar year
1994, valued at $1.3 billion. This was a decrease
of 5 percent in quantity but virtually unchanged in
value from 1993. Flat sales for U.S. tobacco leaf
exports in 1994 were mainly attributable to over-
supply in world markets. Exports to Turkey, the
fourth-leading market for U.S. leaf behind Japan,
Germany, and the Netherlands, continued to fall
significantly, down by nearly 90 percent since
1992. According to industry sources, increased
competition in the Turkish market and a new

16_cContinued
(investigation No. 22-54), USITC publication 2794, July
1994.

170Omnibus Budget Reconciliation Act of 1993, sec.
1106, Public Law 103-66, 107 Stat. 318, Aug. 10, 1993.
“Proposed Rule’ of Agricultural Stabilization and Conserva-
tion Service, U.S. Department of Agriculture (USDA)” 59
FR.7,Jan. 11, 1994. “Interim Rule’ of Commaodity Credit
Corporation, USDA,” 5&.R. 245, Dec. 23, 1993 (“Interim
Rule” correction: 5%.R.6, Jan. 10, 1994).

18The Domestic Marketing Assessment (DMA), which
went into effect on January 1, 1994, requires U.S. cigarette
manufacturers that utilize more than 25 percent foreign tobac-

co in the manufacture of cigarettes in the United States to pay

assessments equal to the difference between domestic and

imported tobacco prices and to purchase unmanufactured

tobacco from CCC stocks equal to the amount of imported

tobacco used in excess of 25 percent. Prior to the DMA, ciga-

rette manufacturers in the United States were utilizing nearly

30 pgrcent foreign tobaccos, much of it going into discount
rands.

rising by $127 million, Japan by $100 million, Ko-
rea by $76 million, and Canada by $38 million.

The USDA has reported that exports of boxed beef
to Mexico increased because of the NAFTA—im-
ports of such beef received a rate of duty of zero
effective January 1, 1998. USDA also indicated
that some Mexican cattlemen rebuilt their cattle
herds in 1994, consequently reducing the number of
head available for slaughter. As a result, U.S. ex-
ports of live cattle to Mexico increaséH. In addi-
tion, Mexico imposed a 45.74-percent ad valorem
countervailing duty on imports of frozen beef from
the EU effective June 3, 1994.

Contamination concerns associated with Australian

beef (Australia is the leading U.S. competitor in the

Japanese market) may have contributed to increased
U.S. exports to Japan. Major supermarket chains in
Japan suspended sales of Australian beef in the
fourth quarter of 1994 because of the possible pres-
ence of a chemical contaminant, chlorofluaztf®n.

19USDA, ERS Livestock, Dairy and Poultry Situation
OutlookLDP-M-15), (Mar. 23, 1995).
20USDA Foreign Agricultural Service (FAS)vestock
Annual(MX4053) Aug. 1, 1994, p. 3.

21USDA, ERS Livestock, Dairy and Poultry Situation
and Outlook(LDP-M-12) Dec. 21, 1994.

22USDA, FAS,Dairy, Livestock, and Poultry: U.S.
Trade and Prospect@&DLP 6-94), Aug. 1994, p. 4.

23USDA, FAS,Australian Marketing Efforts in Japan
(AS5008), Jan. 27, 1995.

and
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The Australian beef contamination concern also U.S. trade deficit in shellfish increased by $609
may have contributed to increased exports of beefmillion in 1994, to $3 billion. The deficit wors-

to Korea. During 1994, Canadian imports of bone- ened primarily as a result of an increase in the av-
less beef, except from the United States, were sub-erage import unit value of 14 percent between the
ject to a tariff-rate quota (TRQ). The TRQ re- periods, compared with a decline in the average
sulted from a finding by the Canadian International export unit value of 4 percent. Total U.S. shellfish
Trade Tribunal that imports from non-US suppliers imports rose by 6 percent in quantity to about
threaten the Canadian beef industry with serious in- 440 thousand metric tons and by 20 percent in val-
jury.24 U.S. exports of beef to Canada were likely ue to about $3.9 billion in 1994. Exports, on the
larger because of the TRQ. other hand, rose by 10 percent in quantity to about

148 thousand metric tons and by 5 percent in value
U.S. imports of cattle and beef decreased from $3.0to about $904 million in 1994.

billion in 1993 to $2.7 billion in 1994, or by 11 ) o . ]
percent.  Imports from all major suppliers de- Th_e primary U.S. shellfish import item was shrlmp_,

creased, with purchases from Canada declining byWhich accounted for 68 percent of the total value in

$101 million, Australia by $82 million, Mexico by ~1994. Major import sources in 1994 included Thai-

$77 million, and New Zealand by $45 million. land (26 percent of the total value), Canada (13 per-
Good pasture conditions in Western Canada in theCent), Ecuador (12 percent), Mexico (12 percent),

fall of 1994 temporarily reduced marketings of and China (5 percent). The value of U.S. imports
feeder cattl®® Conversely, drought in parts of from most major sources rose significantly in 1994,

Northern Mexico resulted in lighter, less valuable With the exception of China. Increases in both the
feeder cattle with lower per animal val@s. The  quantity imported and in the average import unit

total value of U.S. imports of beef from Australia Values from major sources resulted, in large part,
declined by 11 percent, while unit values declined from strong demand for shellfish in the U.S. market

by 9 percent. Relatively low prices in the U.S. during the period under review. According to in-

market caused exporters of Australian beef to re- dustry sources, disease problems in Chinese shrimp
duce their shipmen®&. Also, Australian beef was aquaculture operations and a decline in unit value
in demand in the Japanese market in the first ha'f Contl‘ibuf{ed to an 18—percent decline in total value

of 1994 (prior to the contamination concerns) and Of U.S. imports from that country.

exports to Canada increased in the first half of the
year in anticipation of the TR& The total value

of U.S. imports of beef from New Zealand declined
by 10 percent while unit values declined by 4 per-
cent. \oluntary restraint agreements (VRAs) with
the United States reportedly shifted New Zealand
beef to other markets such as Korea and J&ban.
In addition, generally low prices in the U.S. mar-
ket, and associated relatively low unit values, con-
tributed to a decline in the total value of imports.

The 4-percent drop in the average unit value of
U.S. shellfish exports in 1994 was the result of
changes in product mix, market destination, market
prices, and exchange rates. The major U.S. shell-
fish export items in 1994 were crabs, which ac-
counted for 39 percent of the total value, and lob-
sters (15 percent). Japan led all U.S. shellfish
export destinations in 1994, accounting for 54 per-
cent of the annual value total. Canada was a dis-
tant second (17 percent), and the remaining markets
David Ludwick were scattered, mainly throughout Asia and Europe.
(202) 205-3329 While exports to Japan declined by 5 percent in
1994, those to most other major markets increased,
both in terms of quantity and value. The largest
relative increase (129 percent to $20 million) oc-

ShellfISh curred in exports to Spain, which consisted mainly
of squid.

The United States traditionally runs a deficit in Doug Newman

shellfish trade, as the domestic industry generally is (202) 205-3328

unable to satisfy domestic demand. U.S. imports
and exports of shellfish both increased in 1994

compared with the previous year. However, the Eqjble preparations

24USDA, FAS,Boneless Beef Surtax Removed U.S. trade in edible preparations continues to expe-
(CA4065), Oct. 18, 1994. rience growth in nearly all of the diverse products
EZUSDA, FAS,Livestock(CAS001) Jan. 31, 1995, p. 5. covered by this category. Products classified in this
MX4053, p. 3. category include, drink mixes, baby food, pasta,

27TUSDA, FAS,Red Meat Exports to the U.@\S4042), : : : ;
Aug. 2, 1994, pp. 1-2. mixes and doughs for pastries and puddings, forti-

28 bid. fied juices, breads, cakes, cookies, pizza, herb teas,
29USDA, FAS Livestock Annual RepofNZ4025), Aug. and _condlments such as hot sauces, k_etchup, “may-
1, 1994, p. 1. onnaise, and mustards. Many of the items within
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this category, at either the retail or wholesale level, billion in 1990 to $3.1 billion in 1994. Canada,
are food items that require little or no time for Mexico, and Japan accounted for 99 percent of

preparation before consumption. Increasing con- Y-S- exports of edible preparations in 1994. U.S.
sumption worldwide of these high-valued prepack- €XPOrts to Japan grew by 41 percent in 1994, while

aged food products is reflected in the continuing Y-S exports to NAFTA partners Canada and Mexi-
trade flow increases. co each increased by 31 percent. Canada ac-

. , - counted for 64 percent of U.S. exports of edible
The pmted States |mp_0rted.a total of $1.6 billion preparations in 1994. Baked products were the
of edible food preparations in 1994, up 16 percent joaging export to the Canadian market. U.S. ex-
over the 1993 total of $1.3 billion. ~Canada, at nois of edible preparations to Mexico reached
$513 million, accounted for nearly one-third of the g¢>70 mjllion, an increase of 31 percent ($63 mil-
total. Imports of edible preparations from Mexico lion) over 1993. The dominant exports to Mexico
and Japan accounted for a combined total of $233i,:|yded prepared cereals and communion wafers.
million, with a 15-percent import market share. ;553nese imports of U.S. edible products climbed
Imports from ltaly increased by 37 percent ($44 " 476 million in 1994 to $260 million. Leading
million) to $163 million, with a range of pasta jg export categories to Japan included ice cream,

products accounting for 75 percent ($124 million) sauces, soups, corn chips, and beverage mixes.
of Iltaly’s exports of edible preparations to the

United States. Jean Harman

U.S. exports of edible preparations more than (202) 205-3313
doubled in value since 1990, climbing from $1.3
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Table 3-2
Agricultural products sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
AGO001 Certain miscellaneous live animals, meat, offals,
and animal products:

EXPOIS . . 1,456 1,521 65 4.5

IMPOMS . . 914 1,010 96 10.5

Tradebalance ............. ... .o i 542 511 -31 -5.7
AG002 Cattle and beef:

EXPOIS . .ot 2,016 2,361 345 17.1

IMPOMS . . . 3,045 2,716 -329 -10.8

Tradebalance ............ ... .. i, -1,029 -355 674 65.5
AG003 Swine and pork:

EXPOItS . oo 438 486 48 11.0

IMPOIS . .. 501 503 2 0.4

Tradebalance ............. ... L. -63 -17 46 73.0
AG004 Sheep and meat of sheep:

EXPOItS . oo 39 37 -2 -5.1

IMPOMS . .o 62 59 -3 -4.8

Tradebalance .............. ... -23 -22 1 4.3
AGO005 Poultry:

EXPOIS . . oot 1,229 1,691 462 37.6

IMPOIS . .o 24 23 -1 -4.2

Tradebalance ............. ... i 1,205 1,668 463 38.4
AGO006 Fresh or chilled fish:

EXPOIS . . oot 196 217 21 10.7

IMPOIS . .o 652 744 92 14.1

Tradebalance ............ ... i, -456 -527 -71 -15.6
AG007 Frozen fish:

EXPOIS . . oot 1,526 1,556 30 2.0

IMPOITS . .. e 1,293 1,267 -26 -2.0

Tradebalance ............. ... i, 233 289 56 24.0
AGO008 Fish canned, cured, or otherwise prepared, and live fish:

EXPOIS . . 417 373 -44 -10.6

IMPOITS . .. 617 685 68 11.0

Tradebalance ............ ... i, -200 -312 -112 -56.0
AGO009 Shellfish:

EXPOIS . . 860 904 44 5.1

IMPOIS . .. 3,243 3,896 653 20.1

Tradebalance ............ ... .o i -2,383 -2,992 -609 -25.6
AG010 Dairy produce:

EXPOIS . . 655 572 -83 -12.7

IMPOIS . .. 836 922 86 10.3

Tradebalance ............. ... i, -181 -350 -169 -93.4
AGO011 Eggs:

EXPOItS . oo 133 158 25 18.8

IMPOIS . .. 35 30 -5 -14.3

Tradebalance ........... ... ... i, 98 128 30 30.6
AGO012 Sugar and other sweeteners:

EXPOItS . oo 269 303 34 12.6

IMPOIS . ..o 812 844 32 3.9

Tradebalance ............. ... L. -543 -541 2 0.4
AGO013 Animal feeds:

EXPOIS . .o 3,616 3,482 -134 -3.7

IMPOMS . .o 543 613 70 12.9

Tradebalance ............. ... L. 3,073 2,869 -204 -6.6
AGO014 Live plants:

EXPOIS . . oot 94 99 5 5.3

IMPOIS . .o 216 238 22 10.2

Tradebalance ............. ... -122 -139 -17 -13.9
AGO015 Seeds:

EXPOIS . . oot 319 340 21 6.6

IMPOIS . . 156 155 -1 -0.6

Tradebalance ............ ... i 163 185 22 135
AGO016 Cut flowers:

EXPOIS . . oot 39 38 -1 -2.6

IMPOITS . .. e 382 420 38 9.9

Tradebalance ............ ... i, -343 -382 -39 -11.4
AGO017 Miscellaneous vegetable substances:

EXPOItS . ..o 436 433 -3 -0.7

IMPOITS . ..t 568 623 55 9.7

Tradebalance ............ ... i, -132 -190 -58 -43.9

See footnotes at end of table.
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Table 3-2— Continued
Agricultural products sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars

AG018 Fresh, chilled, or frozen vegetables:

EXPOIS . .o 1,058 1,122 64 6.0

IMPOMS . . oot 1,253 1,364 111 8.9

Tradebalance ............. ... ..., -195 -242 -47 -24.1
AGO019 Prepared or preserved vegetables, mushrooms,

and olives:

EXPOIS . .ot 1,075 1,290 215 20.0

IMPOMS . . oot 777 909 132 17.0

Tradebalance ............. ... ... 298 381 83 27.9
AG020 Edible nuts:

EXPOIS ..ot 1,224 1,318 94 7.7

IMPOrtS . ... 460 497 37 8.0

Tradebalance ............. ... ... 764 821 57 7.5
AG021 Tropical fruit:

EXPOrts . .o 69 70 1 1.4

IMPOMS . . oot 1,217 1,253 36 3.0

Tradebalance .............. ... ... ... -1,148 -1,183 -35 -3.0
AG022 Citrus fruit:

EXPOrS . ..o 647 674 27 4.2

IMPOItS . .. 119 129 10 8.4

Tradebalance ............. ... ... 528 545 17 3.2
AG023 Deciduous fruit:

EXPOMS . ..o 596 774 178 29.9

IMPOItS . .. 146 157 11 7.5

Tradebalance ............. ... . ... 450 617 167 37.1
AG024 Other fresh fruit:

EXPOrS . ..ot 437 482 45 10.3

IMPOIS . .. 473 528 55 11.6

Tradebalance ............. ... ... -36 -46 -10 -27.8
AG025 Dried fruit other than tropical:

EXPOrts . ..o 360 369 9 25

IMPOIS . .. 42 46 4 9.5

Tradebalance .............. ... ... 318 323 5 1.6
AG026 Frozen fruit:

EXPOrts . ..o 58 71 13 22.4

IMPOIS . ..o 63 64 1 1.6

Trade balance .............................. -5 7 12 3
AGO027 Prepared or preserved fruit:

EXPOrtS . ..o 166 157 -9 -5.4

IMPOIS . .. 421 414 -7 -1.7

Tradebalance ............. ... .. ... -255 -257 -2 -0.8
AG028 Coffee and tea:

EXPOIS ..ottt 187 231 44 235

IMPOIS . .. 1,705 2,655 950 55.7

Tradebalance ............. ... ... ... -1,518 -2,424 -906 -59.7
AG029 Spices:

EXports . ... 51 52 1 2.0

IMPOIS . ..o 223 272 49 22.0

Tradebalance ............. ... ... -172 -220 -48 -27.9
AG030 Cereals:

EXPOIS © .ottt 10,728 10,088 -640 -6.0

IMports . ... 586 861 275 46.9

Tradebalance ............. ... ... 10,142 9,227 -915 -9.0
AGO031 Milled grains, malts, and starches:

EXpPOrts . ..o 445 464 19 4.3

IMports . ... 96 132 36 37.5

Tradebalance ............. ... ... 349 332 -17 -4.9
AG032 Oilseeds:

EXPOItS ..ot 4,758 4,537 -221 -4.6

IMPOMS . .ottt 155 268 113 72.9

Tradebalance .............. ... ... ... .. ... 4,603 4,269 -334 -7.3
AGO033 Animal or vegetable fats and oils:

EXPOItS ..ot 1,454 1,851 397 27.3

IMPOMS . ..o 856 1,046 190 22.2

Tradebalance ............. ... ... 598 805 207 34.6
AGO034 Edible preparations:

EXPOIS . ..o 2,522 3,062 540 21.4

IMPOMS . ..o 1,348 1,561 213 15.8

Tradebalance .............. ... ... ... ... 1,174 1,501 327 27.9

See footnotes at end of table.
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Table 3-2— Continued
Agricultural products sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars

AGO035 Cocoa, chocolate, and confectionery:

EXPOItS . oo 560 545 -15 -2.7

IMPOMS . .o 1,299 1,299 0 0

Tradebalance ............. ... L. -739 -754 -15 -2.0
AG036 Fruit and vegetable juices:

EXPOItS . oo 470 539 69 14.7

IMPOMS . .o 653 663 10 15

Tradebalance ............. ... .. L. -183 -124 59 32.2
AGO037 Nonalcoholic beverages, excluding fruit and

vegetable juices:

EXPOItS .« .o 220 344 124 56.4

IMPOIS . .. 277 349 72 26.0

Tradebalance ............. ... L. -57 -5 52 91.2
AGO038 Malt beverages:

EXPOItS « .ot 202 341 139 68.8

IMPOMS . . oo 929 1,038 109 11.7

Tradebalance ............. ... .l =727 -697 30 4.1
AG039 Wine and certain other fermented beverages:

EXPOIS . . oot 177 192 15 8.5

IMPOIS . .o 984 1,044 60 6.1

Tradebalance ............. ... . -807 -852 -45 -5.6
AG040 Distilled spirits:

EXPOIS . . oot 344 356 12 35

IMPOMS . . oot 1,442 1,552 110 7.6

Tradebalance ............ ... i -1,098 -1,196 -98 -8.9
AG041 Unmanufactured tobacco:

EXPOIS . . oot 1,306 1,303 -3 -0.2

IMPOITS . .. e 1,370 613 -757 -55.3

Tradebalance ..................cciiiiiiiiiii.. -64 690 754 ®)
AG042 Cigars, and certain other manufactured tobacco:

EXPOIS . . oot 327 402 75 22.9

IMPOIS . .o 107 90 -17 -15.9

Tradebalance ........... ... ... i 220 312 92 41.8
AG043 Cigarettes:

EXPOIS . .ot 3,926 4,965 1,039 26.5

IMPOIS . .o 360 73 -287 -79.7

Tradebalance ................ . i, 3,566 4,892 1,326 37.2
AGO044 Hides, skins, and leather:

EXPOIS . . oot 1,977 2,108 131 6.6

IMPOITS . ..t 868 995 127 14.6

Tradebalance ............ ... i, 1,109 1,113 4 0.4
AG045 Furskins:

EXPOrtS . ..o 128 167 39 30.5

IMPOITS . .. 83 109 26 31.3

Tradebalance ............. ... i 45 58 13 28.9
AG062 Ethyl alcohol for nonbeverage purposes:

EXPOIS . oot 71 215 144 202.8

IMPOITS . .. 143 146 3 2.1

Tradebalance ............. ...l -72 69 141 )
AG063 Wool and other animal hair:

EXPOMS .« .t 14 36 22 157.1

IMPOITS . .. 175 173 -2 -1.1

Tradebalance ........... ... ... i, -161 -137 24 14.9
AG064 Cotton, not carded or combed:

EXPOIS . .o 1,528 2,653 1,125 73.6

IMPOIS © oottt e e * 7 6 1,544.2

Tradebalance ............ ... . i, 1,528 2,646 1,118 73.2

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.

2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

3 Not meaningful for purposes of comparison.

4 Less than $500,000.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 4
Forest Products

The trade deficit in forest produéténcreased from  printing/writing papers. The Asian Pacific Rim

$655 million in 1993 to $1.7 billion in 1994 (table supplied 12 percent ($2.9 billion, $243 million more

4-1). Total trade rose by 10 percent to $46.4 bil- than in 1993) of all U.S. forest product imports in

lion in 1994, as both imports and exports expanded. 1994, while the European Union (EU)-12 supplied

The value of U.S. imports of forest products grew 8 percent ($2.0 billion, $209 million more than in

by 12 percent, rising from $21.4 billion to $24.0 bil- 1993).

lion in 1994. Likewise, U.S. forest product exports

rose by 8 percent, from $20.7 billion in 1993, to Collectively, about three-quarters of all U.S. forest

$22.4 billion in 1994. For many forest product Product exports went to Canada, Japan, the EU-12,

groups, the increased trade level can primarily be and Mexico in 1994 (figure 4-2). U.S. exports to

attributable to improved commodity prices, which Canada amounted to $5.3 billion in 1994, $473 mil-

recovered in 1994 from the depressed levels oflion more than in 1993.  Exports to Japan

1993. amounted to $4.5 billion, $92 million below 1993
shipments, while exports to the EU-12 totaled $3.9

U.S. exports of pulp, waste paper, and printing/writ- billion, up by $297 million over the 1993 figure.

ing papers each grew by over 20 percent in 1994, Exports to Mexico grew by $371 million (18 per-

in value terms, from levels posted in 1993. Tradi- cent) to $2.5 billion. The United States has had a

tionally, pulp and waste paper, printed matter, in- significant trade deficit with Canada in forest prod-

dustrial papers—including kraft linerboard, logs and ucts, but usually maintains bilateral surpluses with

rough wood products, and lumber account for three- other leading trading partners.

quarters of all forest product exports (table 4-2 and

figure 4-1), whereas newsprint, lumber, printing/

writing papers, pulp, printed matter, and structural . .

panels account for three quarters of the value of all CommOdlty Ana|yS|S

forest product imports (table 4-3). U.S. imports of

lumber increased by $1.1 billion in 1994, rising by

20 percent and accounting for three-fiths of the

total growth in imports of forest products in 1994. Lumber

The U.S. trade deficit in lumber widened from $2.6

. billion in 1993, to $3.6 billion in 1994, as exports

U.S. Bilateral Trade stagnated and imports continued to grow. U.S.
lumber imports rose by $1.0 billion (20 percent) in
1994 to $6.1 billion. The bulk of the rise was
accounted for by imports from Canada, by far the
leading import supplier. Increases in U.S. lumber
imports were also registered from most other
sources including Brazil (up 56 percent), Chile (up
36 percent), and New Zealand (up 40 percent).
Softwood lumber accounted for about 95 percent of
total lumber imports in 1994. According to U.S.
industry sources, domestic supply shortages in
! Included here are products classified in sections IX and 1993, caused by a reduction in sales of timber from

X of theHarmonized Tariff Schedules of the United States  J 5. Government lands, and rising domestic de-

(HTS). This group includes wood, wood products, cork, -
manufacturers of straw, papermaking pulp, waste paper, papetman_d' fueled by a general economic recovery and
and paperboard, articles made from paper and paperboard, an@ontinued low interest rates, contributed to record-

printed material. high U.S. lumber prices and import levels.

Bilateral trade in forest products amounted to
$46.4 billion in 1994. Imports from Canada, valued
at $16.4 billion (up by $1.8 billion from 1993) ac-
counted for over two-thirds of all U.S. forest prod-
uct imports, and slightly more than one-third of all
bilateral trade. The leading commodities imported
from Canada were newsprint, lumber, pulp, and
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Table 4-1
Forest products: U.S. exports of domestic merchandise, imports for consumption, and merchandise trade
balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

Canada ... 4,833 5,306 473 9.8
JAPAN 4,634 4,542 -91 -2.0
MEXICO .ottt 2,081 2,452 371 17.8
United Kingdom . ... 950 995 44 4.7
GeIMANY . ettt 815 823 7 0.9
KOrea . .o 817 932 114 14.0
TAIWAN . 564 646 82 14.6
ChiNa .. 276 313 36 13.1
Ay 449 570 121 27.0
Brazil . ... 125 169 44 35.3
AllOther .. 5,194 5,639 445 8.6

TOtal .. 20,739 22,386 1,647 7.9
EU-12 . 3,648 3,945 297 8.1
OPEC . 553 610 57 10.4
Latin AMerica . ...t e 3,434 3,978 543 15.8
CBERA 688 754 66 9.7
Asian Pacific Rim ........... 7,695 8,018 323 4.2
ASEAN . . 636 785 150 23.5
Eastern EUrope . ... ... 24 22 -2 -7.1

U.S. imports for consumption:

Canada . ... 14,542 16,373 1,831 12.6
JAPAN 392 427 34 8.8
MEXICO . . ettt 516 565 49 9.6
United Kingdom ... .. i 548 635 87 15.9
GeIMANY .ttt e e e s 435 480 45 10.4
KOrea . .o 120 137 16 13.5
TAIWAN . 315 293 -21 -6.8
China ..o 493 621 128 25.9
aly . 217 242 25 11.6
Brazil . ... 480 625 145 30.1
AllOther ... 3,336 3,640 304 9.1

Total . 21,394 24,037 2,644 12.4
EU-12 . 1,827 2,036 210 11.5
OPEC . 523 549 26 4.9
Latin America . ...t 1,281 1,563 282 22.0
CBERA 66 80 14 20.9
Asian Pacific Rim ........ ... .. ... 2,617 2,860 243 9.3
ASEAN ..o 1,038 1,116 78 7.5
Eastern EUrOPE . . . ..ot 13 16 4 29.0

U.S. merchandise trade balance:

Canada ... -9,708 -11,067 -1,358 ®
JAPAN . 4,241 4,116 -126 &)
MEXICO . .\ttt e e e e e 1,565 1,887 322 ®)
United Kingdom .. ...t 402 359 -43 ®
GEIMANY .« . vttt ettt et e e e e e e e 381 343 -38 6]
KOTBA .\ oottt e e e e e 697 795 98 ®
TAIWAN .« . oottt e 250 353 104 )
CRINA e -217 -309 -92 ®
17132 232 328 96 ®
BrazZil ... -355 -456 -101 ®
Allother ... ... . 1,858 1,999 141 ®)

TOtal .« -655 -1,652 -997 ®
BU-12 . e 1,821 1,909 87 ®
OPEC .\t 30 61 32 ®
Latin AMEMICA .. ...\ttt e e 2,153 2,415 261 3
CBERA ...ttt 622 674 53 ®
Asian Pacific Rim ....... ... . 5,078 5,159 80 ®)
ASEAN . .ot -402 -330 72 ®
EAStrN EUMOPE . . . o\ ee e et e e e e e e e e 1 6 -5 ®)

1import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 4-2
Changes in U.S. exports of forest products in 1993-94

Change in 1994

Total value
Industry/Commodity Value Percent in 1994
Million Billion
dollars dollars
Pulpandwaste paper .......... .ot 817 27 3.8
Printed matter . .......... . e -39 -1 3.8
Industrial Papers ... ... 496 15 3.8
Logs and rough wood products . ............ccoiiiiiniiiinaaan.. -171 -5 3.0
T =Y -12 ) 2.5
Other o 557 11 5.5
Total 1,647 8 22.4
1 ess than -0.5.
Source: Compiled from official statistics of the U.S. Department of Commerce.
Figure 4-1
U.S. forest products trade: By major groupings, 1994
U.S. Imports U.S. Exports
($24.0 billion) ($22.4 billion)
Printing/writing2
oth paper 7%
i 0 er .
Newsprint 14% papers3 2204 Kraft liner-
board 5%

Lumber 25%
Lumber
11%
Printing/
writing

Structural
panels 8%

Other
wood 21%

S
\

Other wood 11% Pulp 10% waste paper 17%

Other )
papers 12% Printed

matter 9% Printed

matter 17%

1 Includes cork and rattan.
2 Includes newsprint.
3 Includes industrial papers (excluding linerboard), specialty papers, and other converted papers.

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



Table 4-3
Changes in U.S. imports of forest products in 1993-94

Change in 1994

Total value
Industry/Commodity Value Percent in 1994
Million Billion
dollars dollars
Lumber . 1,027 20 6.1
Printing and writing paper . ...t 197 7 2.8
Printed matter . .. ... 184 9 2.1
PUID 430 23 2.3
Structural panel products ... 305 20 1.8
NEWSPIINE oo e -261 -7 3.3
Other 760 16 55
TOtal .. 2,643 12 24.0

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

Figure 4-2
U.S. forest products sector exports, 1994: Leading U.S. exports, by major markets, and overall
percentage change since 1993

EU-12
$3.9 BILLION
+8 PERCENT

OTHER ASIA
$3.5 BILLION
+14 PERCENT

PRINTED MATTER, LUMBER,
PRINTING/WRITING PAPERS,
MISCELLANEQUS PAPERS

1994 U.S. EXPORTS
$22.4 BILLION
+8 PERCENT

REST OF WORLD
$1.2 BILLION
+9 PERCENT

$4.5 BILLION
-2 PERCENT

MEXICO
-$2.5 BILLION
+18 PERCENT

OTHER LATIN AMERICA
$1.5 BILLION
+13 PERCENT

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

4-4



U.S. lumber exports declined by $12 million in grade of pulp, bleached softwood kraft, actually ex-
1994 to $2.5 billion. Exports to Japan declined by perienced a 2-percent decline in tonnage to 3.2 mil-
0.5 percent to $761 million, while exports to Cana- lion metric tons. However, the import unit value

da increased 5.5 percent to $389 million. Together for bleached softwood kraft pulp increased by 18
these two countries accounted for 47 percent of percent, reaching $444 per metric ton in 1994,
U.S. lumber exports. Exports to major EU markets Canada supplied 98 percent of all bleached soft-
increased slightly generally reflecting the EU emer- wood kraft pulp imports in 1994. The second lead-
gence from a prolonged recession. The United ing grade of imported pulp, bleached hardwood

States exports substantial amounts of both softwoodkraft, experienced a 33-percent growth in tonnage
and hardwood lumbér. U.S. softwood lumber ex- to 1.0 million metric tons and a 24-percent rise in

ports declined in quantity from 5.4 million cubic unit value to $452 per metric ton in 1994. Brazil

meters in 1993 to 5.1 million cubic meters in 1994, edged out Canada as the leading source for U.S.
or by 5 percent. The value of such exports de- imports of bleached hardwood kraft pulp in 1994,

clined by about 4 percent to $1.3 billion. Strong supplying 514,321 tons (up from 397,485 tons in

U.S. demand, which elevated domestic prices, con-1993) to Canada’s 486,115 tons (354,211 tons in
tributed to the decline. 1993).

Exports of hardwood lumber rose slightly from 2.3 The value of pulp and wastepaper exports increased

million cubic meters in 1993 to 2.4 million cubic NG
. } by 27 percent to $3.8 billion in 1994. Pulp exports
meters in 1994; the value rose by 4 percent to $1.1alone grew by 19 percent, on a value basis, to

billion in 1994. The primary markets for hardwood $ M ; ;
2.9 billion. The increase in pulp exports resulted
lumber were Canada (23 percent of the total Valuefrom a 15-percent increase in average unit value to

Sglfépg;tsh;? d v%/?)?)é) Iﬁrrlldbe\]ra%?(n o(r%sz tgerézrr]]tz)ada 'I;Ee $471 per metric ton and an overall 3-percent quan-
P tity rise to 6.2 million metric tons. Similar to U.S.

ICJ;%Seerd eb)y oitspeggergtrfgr $3gr?cimglliorr:{arklggdvv\</%?g imports, the leading and second-leading grades for
P princip U.S. pulp exports are bleached softwood kraft and

mixed. Exports to Japan, Germany, and Belgium bleached hardwood kraft pulps. Bleached softwood
(the 2nd-, 3rd-, and 4th-ranked markets) declined kraft exports grew by 12 Se.rcent, in unit value

by a combined $30 million in 1994, as compared ; -
4 ' ' . terms, to $463 per metric ton and 7 percent, in
with the 1993 figure. However, exports to Mexico, guantity terms, to 2.8 million metric tons in 1994.

i?lﬁ(t)r;\ Korea, and ltaly increased by a total of $46 U.S. exports of bleached hardwood kraft increased
' by 30 percent in unit value to $409 per metric ton,

Bill Hoffmeier although the quantity actually declined by 4 percent

(202) 205-3321 to 2.0 million metric tons in 1994. U.S. exports of

both bleached hardwood and softwood kraft are

shipped to numerous global markets, with no single

WOOd ,UU/,U and Wastepaper market accounting for a dominant share of exports.

The value of wastepaper exports increased by 64
percent in 1994, as the result of an overall 31-per-
cent growth in tonnage to 7.0 million metric tons,

and an average 25-percent rise in unit value to
$125 per metric ton. The largest component of
wastepaper exports, accounting for slightly under
one-half of all wastepaper exports, was unbleached
kraft paper. The primary component of unbleached
kraft paper exports is old corrugated containers.
Pulp imports rose by 23 percent in 1994 to $2.3 bil- Traditionally, four markets—Canada, Mexico, South

lion. This increase consisted of a 17-percent in- Korea, and Taiwan—have collectively accounted for
crease in average unit value—from $379 per metric about two-thirds of all U.S. wastepaper exports. In
ton to $444 per metric ton, and an overall 6-per- 1994, Canada accounted for 23 percent (by quanti-
cent quantity growth—from 4.9 million metric tons ty) of these exports and the other three countries
to 5.1 milion metric tons. The leading import each accounted for about 15 percent.

The value of U.S. trade in wood pulp and wastepa-
per increased significantly between 1993 and 1994.
This was primarily due to an improvement in glob-
al prices in 1994, following a year of depressed
prices in 1993. Pulp producers, especially, experi-
ence wide price fluctuations. Slight imbalances be-
tween global supply and demand have contributed
greatly to these cycles.

2 Softwood lumber is used primarily for construction, R.K. Rhodes
while hardwood lumber is used primarily for furniture. (202) 205-3322
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Table 4-4
Forest products sector: U.S. trade for selected industry/commaodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993
UsITC
code 2 Industry/commodity group 1993 1994 Amount Percent

Million dollars
AG046 Logs and rough wood products:

EXPOIS . .o 3,134 2,963 -171 -5.5

IMPOIS . .. 387 366 -21 -5.4

Tradebalance ........... ... .. i 2,747 2,597 -150 -5.5
AG047 Lumber:

EXPOIS . .ot 2,470 2,458 -12 -0.5

IMPOMS .« oo 5,032 6,059 1,027 20.4

Tradebalance ........... ... . i -2,562 -3,601 -1,039 -40.6
AG048 Moldings, millwork, and joinery:

EXPOIS . . oot 458 443 -15 -3.3

IMPOMS . . o 812 959 147 18.1

Tradebalance ............ .. -354 -516 -162 -45.8
AG049 Structural panel products:

EXPOIS . . oot 921 962 41 4.5

IMPOMS . . o 1,515 1,820 305 20.1

Tradebalance ............ ... i -594 -858 -264 -44.4
AGO050 Wooden containers:

EXPOIS . . oot 83 76 -7 -8.4

IMPOITS . .. 174 197 23 13.2

Tradebalance ............ ... i, -91 -121 -30 -33.0
AGO051 Tools and tool handles of wood:

EXPOIS . ..ot 20 16 -4 -20.0

IMPOITS . ..t 94 109 15 16.0

Tradebalance ............ ... i, -74 -93 -19 -25.7
AG052 Miscellaneous articles of wood:

EXPOMS « oot 155 177 22 14.2

IMPOITS . .. 465 540 75 16.1

Tradebalance ............ ... i, -310 -363 -53 -17.1
AG053 Cork and rattan:

EXPOItS . ..ot 44 50 6 13.6

IMPOIS . .. 354 360 6 1.7

Tradebalance ............. ... i -310 -310 0 0
AG054 Wood pulp and wastepaper:

EXPOMS « .ottt 2,999 3,816 817 27.2

IMPOMS . .t e 1,899 2,329 430 22.6

Tradebalance ............ ... . i, 1,100 1,487 387 35.2
AGO055 Paper boxes and bags:

EXPOIS . .ot 752 871 119 15.8

IMPOIS . ..o 358 451 93 26.0

Tradebalance ............ ... i 394 420 26 6.6
AGO056 Industrial papers and paperboards:

EXPOIS . .ot 3,331 3,827 496 14.9

IMPOMS .« .o 1,114 1,388 274 24.6

Tradebalance ........... ... ... 2,217 2,439 222 10.0
AGO057 Newsprint:

EXPOIS . . oot 496 481 -15 -3.0

IMPOMS . . o 3,593 3,333 -260 -7.2

Tradebalance ........... ... -3,097 -2,852 245 7.9
AGO058 Printing and writing papers:

EXPOIS . . oot 911 1,146 235 25.8

IMPOMS . .o 2,634 2,831 197 7.5

Tradebalance ............ ... i -1,723 -1,685 38 2.2
AGO059 Certain specialty papers:

EXPOIS . . oot 432 530 98 22.7

IMPOITS . .. 512 568 56 10.9

Tradebalance ............ ... i, -80 -38 42 52.5
AG060 Miscellaneous paper products:

EXPOMS « ot tee 706 781 75 10.6

IMPOITS . .. e 489 583 94 19.2

Tradebalance ............ ... i, 217 198 -19 -8.8
AG061 Printed matter:

EXPOMS .« oot 3,828 3,788 -40 -1.0

IMPOITS . .. 1,962 2,146 184 9.4

Tradebalance ............ ... i, 1,866 1,642 -224 -12.0

1 |mport values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 5
Chemicals and Related Products

The U.S. trade surplus in chemicals and related large quantity of U.S. trade in both directions with

products increased by $1.3 billion in 1994 over the previously noted regions reflects trade with in-
1993 to $13.5 billion (table 5-1). As shown in dustrialized countries, specialization of production,
table 5-2, both exports and imports increased in ev-and the availability of low-cost ocean transportation
ery major type of chemical product. The trade sur- systems. There is a considerable degree of mul-
plus grew in general organic chemicals because oftinational integration in many chemical products,

a general increase in the world economy, especially contributing to the high two-way flow between re-

in Asia and Latin America. The trade surplus in lated parties.

plastic resins and elastomers also rose substantially

because of high export sales of specialty plastic

resins made by leading domestic firms.  The Commod":y Ana|ysis

growth in the surplus in agricultural chemicals was

caused principally by a large increase in exports of
fertilizer products to China.

Benzenoid commodity
chemicals

U.S. Bilateral Trade The U.S. trade surplus in benzenoid commodity
chemicals increased from $874 million in 1993 to
Country and regional trade in chemicals and allied $1,163 million in 1994 because of the increase in
products is shown in table 5-1 and figures 5-1 and U-S. exports of monomers used to make plastic res-
5-2. Canada remains the largest U.S. trading part-ins- A monomer is one of the repeating molecular
ner for chemical products, with increases in both Units comprising the long chain of a polymeric sub-
exports and imports of about $1.5 billion, produc- Stance. For example, styrene is the monomer for
ing a slight decline of $180 million in the U.S. Polystyrene, a common plastic resin.

bilateral trade surplus with Canada. Japan is theyports of styrene, the total value of which were
second-largest U.S. two-way trading partner for ¢755 million in 1994, accounted for 81 percent of
chemical products, accounting for approximately $5 the increase ($343 million) in U.S. exports of ben-
billion in U.S. exports and $6 billion in imports, -~ zenoid commodity chemicals over 1993-94. The
producing a $518-million decline in the U.S. trade principal 1994 export markets for styrene were Tai-

deficit. ~ Mexico _received U.S. chemical exports \yan ($324 million) and the Netherlands ($111 mil-
worth nearly $6 billion, about a 30-percent increase jiop).  Several factors led styrene exports to in-

over 1993, providing a growth in the trade surplus crease, including severe drought conditions in the
of slightly more than $1 billion. Germany showed agja/Pacific region in 1994 that caused problems
an expansion in both chemical exports and imports, yith hydroelectric generating facilities, which in

increasing the U.S. bilateral trade deficit by $190 tym reduced regional production of styrene, as well
million. as other commodity chemicals. In addition, chemi-
cal plant fires in Taiwan, a major consuming coun-
try for plastics monomers, as well as other produc-
tion problems at chemical plants throughout the
region, necessitated an increase in imports of inter-
mediate chemicals from other world producers,
principally the United States. European producers

The largest U.S. regional trade surplus in 1994 was
with Latin America. The $8.8 billion surplus in
1994 was an increase of $1.7 billion over 1993.
The Asian Pacific Rim countries, as a group, and
the European Union (EU) were the largest U.S.
trading partners and were roughly equal in terms of :
total tgra?je with the United St%te)g. themicaIs and also encountered styrene production problems . dur-
allied products are principally used as producers’ ing 1994.

goods in manufacturing other products, for exam- According to reports in trade journals, the Asia/Pa-
ple, synthetic fibers, dyes, pipes, and tubing. The cific region accounted for 37 percent of world con-
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Table 5-1
Chemicals and related products: U.S. exports of domestic merchandise, imports for consumption, and mer-
chandise trade balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

Canada ... 10,588 12,022 1,434 13.5
JAPAN 4,590 4,954 364 7.9
MEXICO .ttt 4,612 5,979 1,367 29.6
GeIMANY .ttt et e e e s 1,951 2,215 264 135
United Kingdom .. ... .. 1,968 2,204 236 12.0
TAIWAN . 2,028 2,399 371 18.3
France ... ... 1,272 1,463 191 15.0
China .o 842 1,524 682 81.0
Belgium ..o 2,305 2,698 393 17.0
Netherlands . ... 2,304 2,530 226 9.8
AllOther .. 17,372 19,200 1,828 10.5

TOtal 49,833 57,188 7,355 14.8
EU-12 . 11,854 13,186 1,332 11.2
OPEC . 1,811 1,817 6 0.3
Latin AmeriCa . ...t 9,788 12,040 2,252 23.0
CBERA 1,237 1,363 127 10.2
Asian Pacific Rim ........... 13,521 15,564 2,042 15.1
ASEAN . . 2,307 2,647 340 14.7
Eastern EUrope . ... ... 112 115 3 2.3

U.S. imports for consumption:

Canada . ... 7,197 8,812 1,615 22.4
JAPAN 5,442 6,324 882 16.2
MEXICO .ot 1,124 1,461 337 30.0
GIMIANY . ottt ettt e e 3,656 4,111 454 12.4
United Kingdom . ... ..o 2,862 3,216 353 12.3
TAIWAN . 1,276 1,269 -6 -0.5
France . ... 1,994 2,180 185 9.3
China ..o 1,591 2,039 448 28.2
Belgium ... 711 785 73 10.3
Netherlands . ... o 733 797 64 8.8
AllOther ... 11,009 12,690 1,681 15.3

Total . 37,596 43,683 6,087 16.2
EU-12 . 12,495 13,824 1,329 10.6
OPEC .ottt 860 1,225 365 42.4
Latin America . ...t 2,691 3,256 565 21.0
CBERA 527 604 76 14.5
Asian Pacific Rim .......... ... . 11,257 12,805 1,549 13.8
ASEAN L 1,858 2,129 271 14.6
Eastern EUrOPE . . . ..ot 159 263 104 65.1

U.S. merchandise trade balance:

CaNAAA ..t 3,391 3,210 -181 ®
JAPAN . -852 -1,370 -518 3
MEXICO .+ v vt ettt et et e 3,489 4,518 1,030 ®
GEIMANY oo\ttt ettt et e et e e -1,706 -1,896 -190 ®
United Kingdom .. ... -895 -1,012 -118 ?
TAIWAN .. et ettt e e 753 1,129 377 ®
FrANCE ...ttt e e e 722 -716 6 &)
CRINA o -749 -515 234 ®
BEIGIUM &\ttt et e 1,594 1,913 319 ®
Netherlands ... ..ottt 1,571 1,733 162 ®
Allother ... ... . 6,363 6,509 147 6]

TOtAl oot 12,237 13,505 1,268 ®
EU-12 o -640 -638 2 ®
OPEC ..ttt 951 592 -359 ®
Latin AMEMICA .. ...\ttt e e 7,097 8,784 1,687 3
CBERA ...ttt 709 760 50 ®
Asian Pacific Rim ....... ... . 2,265 2,758 493 ®)
ASEAN .. 449 518 69 ®
EAStrN EUMOPE . . . o\ ee e et e e e e e e e e -47 -148 -101 ®)

1import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 5-2
U.S. trade in chemicals and related products, by major types, 1993 and 1994

Product grouping 1993 1994 Increase Change
Million dollars ~ —— Percent
U.S. exports:
Tires, rubber, and plastic articles .. ...................... 9,055 10,486 1,431 15.8
General organicchemicals . ................... ... ..., 11,854 13,647 1,793 15.1
Pharmaceuticals, incl. antibiotics ....................... 7,270 7,607 337 4.6
Plastic resins and elastomers .......................... 8,225 9,657 1,432 17.4
Consumer and industrial products ...................... 4,293 4,996 703 16.4
General inorganic chemicals ........................... 3,887 4,203 316 8.1
Agricultural chemicals ............... ... .. o 3,461 4,516 1,055 30.5
Dyes, pigments, paints, inks ............ ... .. ... 1,788 2,076 288 16.1
Total .o 49,833 57,188 7,355 14.8
U.S. imports:
Tires, rubber, and plastic articles . .. ..................... 10,142 11,639 1,497 14.8
General organicchemicals . ................ ... .. ... 7,591 8,988 1,397 18.4
Pharmaceuticals, incl. antibiotics ....................... 6,123 6,968 845 13.8
Plastic resins and elastomers .......................... 3,941 4,894 953 24.2
Consumer and industrial products ...................... 2,958 3,305 347 11.7
General inorganic chemicals ........................... 3,372 3,791 419 12.4
Agricultural chemicals ............... ... ... 2,425 2,892 467 19.3
Dyes, pigments, paints, inks ............ ... ... 1,044 1,206 162 15.5
Total . 37,596 43,683 6,087 16.2
Balance of trade:
Tires, rubber, and plastic articles .. ...................... -1,087 -1,153 -66 @)
General organicchemicals . ....................coonn.. 4,263 4,659 396 )
Pharmaceuticals, incl. antibiotics ....................... 1,147 639 -508 )
Plastic resins and elastomers .......................... 4,284 4,763 479 @)
Consumer and industrial products ...................... 1,335 1,691 356 @)
General inorganic chemicals ........................... 515 412 -103 )
Agricultural chemicals ................ ... .. 1,036 1,624 588 )
Dyes, pigments, paints, inks ............ ... .. ... 744 870 126 @)
Total . 12,237 13,505 1,268 @®

1 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The product lines shown are arranged in decreasing order of
total trade flow (imports + exports) in these products in 1994.

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

sumption of styrene monomer in 1994 (compared accounting for 47 percent of the value of total im-
with 29 percent for North America and 30 percent ports. The principal product imported from Canada
for Western and Eastern Europe). The United in 1994 was styrene, valued at $160 million.
States, with approximately 39 percent of world sty- Virtually all styrene imported from Canada entered
rene production capacity, operated at an overall ca-under the provisions of the North American Free
pacity utilization rate of 89 percent in 1994 and Trade Agreement (NAFTA). Total NAFTA imports

produced a total of about 11 billion pounds of this Of this group of chemicals was $188 million in
chemical. 1994, with Canada and Mexico accounting for 89

percent and 11 percent respectively of the total val-

U.S. exports of terephthalic acid (PTA), an inter- U€ Of these products.

mediate chemical used in the production of polyes- Ed Matusik
ter resins, and of phenol and p-xylene also in- (202) 205-3356
creased over 1993-94. Like styrene, PTA and

phenol are utilized as monomers in the manufacture

of plastics resins, while p-xylene is the chemical 1A

feedstock for the manufacture of PTA. Exports of FGI’Z’I/IZGI’S

these chemicals increased for the same reasons that ] ] ) ) )

significant export increase, yielded a $463-million

Imports of benzenoid commodity chemicals in- increase in the U.S. trade surplus in fertilizers, to
creased slightly in 1994, from $339 million in 1993 $740 million in 1994. U.S. fertilizer exports in-

to $392 million in 1994. However, such imports creased by $903 million (48 percent) to $2.8 billion
represented only 3 percent of apparent U.S. con-due to significant export increases to China (223
sumption of these chemicals in 1994. Canada waspercent) and Brazil (94 percent). The Chinese in-
the largest source, and represented the greatest inerease is characteristic of their purchasing patterns,
crease in imports of these chemicals during 1994, which frequently exhibit significant annual changes.
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Figure 5-1
U.S. chemical and related products sector exports, 1994: Leading U.S. exports, by major mar-
kets, and overall percentage change since 1993

CANADA
$12.0 BILLION
+14 PERCENT

$5.0 BILLION
+8 PERCENT

MISC. PLASTIC RESINS/PLASTIC
OR RUBBER PRODUCTS, MISC.
CHEMICALS

$13.2 BILLION
+11 PERCENT

1994 U.S. EXPORTS
$57.2 BILLION
+15 PERCENT

PLASTIC & RUBBER PRODUCTS,
MISC. ORGANIC CHEMICALS

MEXICO
$6.0 BILLION
+30 PERCENT

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

China is a major export market for U.S. nitroge- chases of ammonia from Trinidad and Tobago,
nous and phosphatic fertilizers.  Although China Mexico, and Saudi Arabia; urea from Canada, Bul-
tends to purchase fertilizers from foreign suppliers garia, and Mexico; and ammonium nitrate from
during periods when the country has ample hard Russia were the major contributors to the rise in
currency to pay for these products and when pricesthe total value of fertilizer imports in 1994.

are as low as they were during 1994, other nonfis-

cal factors may take precedence in procurement de-According to U.S. Government sources, imports of
cisions. For example, significant lag time in fertil- nitrogenous fertilizers increased in 1994 because the
izer distribution to end users in the Chinese market, domestic nitrogenous fertilizer industry was unable
caused by a lack of modern infrastructure, often to satisfy domestic demand, despite operating its
disrupts procurement and can result in major shifts plants at 100-percent capacity. This situation was
in fertilizer exports to China. Brazil, on the other largely due to increased Chinese demand for down-
hand, is a major market for U.S. potash. The fer- stream nitrogenous and phosphatic fertilizers, which
tilizer export increase to Brazil was largely attrib- require ammonia as a production input.The do-
uted to the recapture of market share that was lostmestic potassic fertilizer industry lacks the natural

to lower priced potash originating from Russia and resource base to satisfy domestic demand and there-
Belarus during 1993. fore, U.S. consumers must rely on imported materi-

al, primarily from Canada.
U.S. imports of fertilizers increased by $440 mil-
lion (28 percent) in 1994 to $2.0 billion. This in- Cynthia Trainor
crease was due primarily to nitrogenous and potass- (202) 205-3354
ic fertilizers, particularly ammonia. The United
States has sustained import reliance in nitrogenous 1 Raymond L. Cantrell, “Nitrogen Compounds,” draft
fertilizers for many years. Reported increased pur- article to be published iklining Engineeringp. 1-3.
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Figure 5-2
U.S. chemical and related products sector imports, 1994: Leading U.S. imports, by major
sources, and overall percentage change since 1993

+22 PERCENT

$6.3 BILLION
+16 PERCENT

<
CANADA L
$8.8 BILLION \&\“ "%

NATURAL RUBBER, ALUMINA,
PLASTIC/RUBBER PRODUCTS,
MISC. ORGANIC CHEMICALS

$13.8 BILLION
+11 PERCENT

1994 U.S. IMPORTS
$43.7 BILLION
+16 PERCENT

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

Medicinal chemicals except ever, occurred with two countries: Canada (53 per-

L ! cent) and Sweden (48 percent).
antibiotics

The increase in pharmaceutical imports, particularly

The U.S. pharmaceutical industry has traditionally from Sweden, is attributable to related party trade,
maintained a positive balance of trade. The size ofin which the importer is often either the patent
the surplus, however, has fluctuated over the years.holder or the U.S. licensee. The increase can also
In 1994, the U.S. trade surplus in all medicinal be partially attributed to the expiration of U.S. pat-
chemicals except antibiotics declined by $402 mil- ents on approximately 200 products during 1990-95.
lion to $391 million. Although U.S. exports of As a result, more companies are likely to be im-
these products increased by 7 percent to $6.1 billionporting bulk product to manufacture generic for-
during 1993-94, U.S. imports increased by 16 per- mulations to supply the market or, for newer prod-
cent (or $791 million) to $5.7 bilion. The three ucts, to obtain marketing approval from the U.S.
largest sources of such imports in 1994, by value, Food and Drug Administration.
were the United Kingdom (21 percent), Germany

(12 percent), and Japan (10 percent). The largest Elizabeth R. Nesbitt
increase by value in imports during 1993-94, how- (202) 205-3355

5-5



Table 5-3

Chemicals and related products sector: U.S. trade for selected industry/commaodity groups, by specified peri-
ods, Jan. 1993-Dec. 1994 1

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars

CHO008 Other olefins:

EXpPOrts . ..o 223 190 -33 -14.8

IMPOIS . ..o 35 38 3 8.6

Tradebalance ............... ... . ... ..., 188 152 -36 -19.1
CHO009 Primary aromatics:

EXPOrts . ..o 145 138 -7 -4.8

IMPOrtS . ..o 169 158 -11 -6.5

Tradebalance ............... ... . ... ..., -24 -20 4 16.7
CHO010 Benzenoid commodity chemicals:

EXPOrS . ..o 1,213 1,555 342 28.2

IMPOItS . ..o 339 392 53 15.6

Tradebalance ............... ... ... ... ... 874 1,163 289 33.1
CHoO11 Benzenoid specialty chemicals:

EXPOrtS . ..o 3,650 4,073 423 11.6

IMPOMS . . oot 2,063 2,281 218 10.6

Tradebalance ............. ... ... .. ... 1,587 1,792 205 12.9
CHO012 Miscellaneous organic chemicals:

EXPOrS . ..o 4,886 5,897 1,011 20.7

IMPOIS . ..ot s 3,502 4,445 943 26.9

Tradebalance ............. ... ... . ... 1,384 1,452 68 4.9
CHO013 Selected inorganic chemicals and elements:

EXPOrtS . ..o 781 790 9 1.2

IMPOIS . ..ot 1,252 1,235 -17 -1.4

Tradebalance ............. ... ... .. ... -471 -445 26 55
CHO014 Inorganic acids:

EXPOrtS . ..o 157 160 3 1.9

IMPOIS . ..o 144 199 55 38.2

Tradebalance ................. ... ... ..., 13 -39 -52 -400.0
CHO015 Salts and other inorganic chemicals:

EXPOMS ..t 2,222 2,487 265 11.9

IMPOMS . . oot 1,812 2,166 354 19.5

Tradebalance .................. ... ... ..., 410 321 -89 -21.7
CHO16 Chlor-alkali chemicals:

EXPOItS . oo 598 594 -4 -0.7

IMPOIS . .. 125 149 24 19.2

Tradebalance ........... ... ... i 473 445 -28 -5.9
CHO17 Industrial gases:

EXPOItS . oo 99 105 6 6.1

IMPOIS . ..o 39 42 3 7.7

Tradebalance ............. ... il 60 63 3 5.0
CHO18 Fertilizers:

EXPOItS . .o 1,877 2,780 903 48.1

IMPOMS . . oo 1,600 2,040 440 27.5

Tradebalance ............. ... il 277 740 463 167.1
CHO019 Paints, inks, and related items, and certain

components thereof:

EXPOIS « .o 1,772 2,057 285 16.1

IMPOMS . .. 980 1,148 168 17.1

Tradebalance ............. ... L 792 909 117 14.8
CHO020 Synthetic organic pigments:

EXPOItS . oo 267 299 32 12.0

IMPOMS . .o 294 339 45 15.3

Tradebalance ............. ... . . -27 -40 -13 -48.1
CHO021 Synthetic dyes and azoic couplers:

EXPOIS . . oot 200 227 27 135

IMPOIS . .o 583 595 12 2.1

Tradebalance ........... ... ... . -383 -368 15 3.9
CHO022 Synthetics tanning agents:

EXPOMS . . oot 10 11 1 10.0

IMPOIS . . 6 6 0 0

Tradebalance ............ ... i 4 5 1 25.0
CHO023 Natural tanning and dyeing materials:

EXPOIS . . oot 16 19 3 18.8

IMPOITS . .. e 64 58 -6 -9.4

Tradebalance ............ ... i, -48 -39 9 18.8
CHO024 Photographic chemicals and preparations:

EXPOIS . . 331 383 52 15.7

IMPOITS . ..t 554 650 96 17.3

Tradebalance ............ ... i, -223 -267 -44 -19.7

See footnotes at end of table.
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Table 5-3— Continued

Chemicals and related products sector: U.S.

ods, Jan. 1993-Dec. 1994 1

trade for selected industry/commodity groups, by specified peri-

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars

CHO025 Pesticide products and formulations:

EXPOIS . .o 1,584 1,736 152 9.6

IMPOIS . ..o 825 852 27 3.3

Tradebalance .............. ... ... 759 884 125 16.5
CHO026 Adhesives and glues:

EXPOItS . .o 256 308 52 20.3

IMPOItS . .o 118 134 16 13.6

Tradebalance .............. .. .. ... 138 174 36 26.1
CHO027 Medicinal chemicals, except antibiotics:

EXPOrtS . ..o 5,690 6,079 389 6.8

IMPOMS . . oot 4,897 5,688 791 16.2

Tradebalance .............. ...l 793 391 -402 -50.7
CH028 Antibiotics:

EXPOrtS . ..o 1,580 1,528 -52 -3.3

IMPOMS . . oot 1,226 1,280 54 4.4

Tradebalance .............. ... ... 354 248 -106 -29.9
CHO029 Essential oils and other flavoring materials:

EXPOrtS . ..o 734 848 114 155

IMPOIS . .. e 557 624 67 12.0

Tradebalance ................ ... ... 177 224 47 26.6
CHO030 Perfumes, cosmetics, and toiletries:

EXPOS . .. 1,415 1,715 300 21.2

IMPOIS . ..t e 973 1,055 82 8.4

Tradebalance .............. ... .. ... 442 660 218 49.3
CHO031 Soaps, detergents, and surface-active agents:

EXPOIS . . 1,263 1,454 191 15.1

IMPOIS . ..ot e 450 556 106 23.6

Tradebalance ............................... 813 898 85 10.5
CHO032 Miscellaneous chemicals and specialties:

EXPOrS . . 1,289 1,371 82 6.4

IMPOIS . ... e 603 733 130 21.6

Tradebalance ................. ... ... 686 638 -48 -7.0
CHO033 Explosives, propellant powders and related items:

EXPOItS . .o 259 252 -7 -2.7

IMPOItS . ..o 209 196 -13 -6.2

Tradebalance ....................cooiiiii 50 56 6 12.0
CHO034 Polyethylene resins in primary forms:

EXPOItS . .o 1,260 1,459 199 15.8

IMPOMS . ..o 571 783 212 37.1

Tradebalance .............. ... ... 689 676 -13 -1.9
CHO035 Polypropylene resins in primary forms:

EXPOItS . .o 432 449 17 3.9

IMPOItS . .o 116 155 39 33.6

Tradebalance .............. ... ... 316 294 -22 -7.0
CHO036 Polyvinyl chloride resins in primary forms:

EXPOIS . ..ot 500 671 171 34.2

IMPOItS . .. 117 182 65 55.6

Tradebalance ............. ... ..l 383 489 106 27.7
CHO037 Styrene polymers in primary forms:

EXPOrtS . ..o 600 662 62 10.3

IMPOItS . .. 235 300 65 27.7

Tradebalance .............. ... . ...l 365 362 -3 -0.8
CHO038 Saturated polyester resins:

EXPOrtS . ..o 390 491 101 25.9

IMPOIS . ..t 108 197 89 82.4

Tradebalance .............. ... .. ... 282 294 12 4.3
CHO039 Other plastics in primary forms:

EXPOIS . ..t 3,992 4,670 678 17.0

IMPOIS . ..t e 1,386 1,684 298 215

Tradebalance .............. ... ... ... 2,606 2,986 380 14.6
CHO040 Styrene-butadiene rubber in primary forms:

EXPOrts . ..o 255 298 43 16.9

IMPOIS . ..t e 111 137 26 23.4

Tradebalance ................... ... 144 161 17 11.8
CHO041 Other synthetic rubber:

EXPOrS . . 769 874 105 13.7

IMPOItS . ...t 445 491 46 10.3

Tradebalance ................. ... ... 324 383 59 18.2

See footnotes at end of table.
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Table 5-3— Continued
Chemicals and related products sector: U.S. trade for selected industry/commaodity groups, by specified peri-
ods, Jan. 1993-Dec. 1994 1

Change, 1994 from 1993

uUsITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
CHO042 Pneumatic tires and tubes (new)
EXPOIS . .ot 1,464 1,614 150 10.2
IMPOMS oot 2,661 2,960 299 11.2
Tradebalance ........... ... . i -1,197 -1,346 -149 -12.4
CHO043 Other tires:
EXPOItS . oo 66 79 13 19.7
IMPOMS . .o 107 114 7 6.5
Tradebalance ............. ... -41 -35 6 14.6
CHO044 Plastic or rubber semifabricated forms:
EXPOIS . . oot 3,139 3,596 457 14.6
IMPOMS . . o 2,015 2,286 271 13.4
Tradebalance ........... ... 1,124 1,310 186 16.5
CHO045 Plastic containers and closures:
EXPOIS . . oot 914 1,060 146 16.0
IMPOMS . . o 845 968 123 14.6
Tradebalance ........... ... ... i, 69 92 23 33.3
CHO046 Hose, belting and plastic pipe:
EXPOIS . .o 880 1,027 147 16.7
IMPOITS . .. 699 855 156 22.3
Tradebalance ........... ... ... i, 181 172 -9 -5.0
CHO047 Miscellaneous rubber or plastics products:
EXPOMS .« et 2,592 3,110 518 20.0
IMPOITS . ..t 3,815 4,456 641 16.8
Tradebalance ........... ... ... i, -1,223 -1,346 -123 -10.1
CHO048 Gelatin:
EXPOItS . ..ot 35 36 1 2.9
IMPOITS . .. 97 90 -7 -7.2
Tradebalance ........... ... i -62 -54 8 12.9
CHO049 Natural rubber:
EXPOItS . ..ot 27 33 6 22.2
IMPOIS . .. 852 965 113 13.3
Tradebalance ........... ... i -825 -932 -107 -13.0

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 6
Energy-Related Products

The overall U.S. trade deficit in terms of energy-re- i I
lated products increased by $2 billion in 1994, to CommOdlty AnalySIS

$45.9 billion (table 6-1). Historically, the United
States has maintained a trade deficit in the energy- .
related products sector primarily because of its EleCtrlcal energy
heavy reliance on imported crude petroleum.
Most U.S. utilities do not depend on foreign
) _ sources to provide major portions of their electricity
The primary sources of U.S. imports of energy-re- g pply- nevertheless, electricity trade plays a vary-
lated pr_oducts are Canada_, Saudi Arabia, and Vene1ng role from region to region, and it fluctuates
zuela (figure 6-1). Canadian sources are connectedyom year to year as a result of changing hydro-
to the U.S. mainland by a sophisticated and intri- gjectric conditions. Canada is the primary U.S.
cate system of pipelines that carry natural gas, gjectricity trading partner because trade in electric-
crude petroleum, and refined petroleum products, jty s conducted over the existing interconnected
and by an intricate system of electricity intercon- {ransmission systems. Trade with Quebec uses di-
nection grids. ~ The largest bilateral increase in the ract current lines; the Provinces of New Brunswick,
U.S. energy trade deficit was registered with Cana- optario, Manitoba, and Saskatchewan are intercon-
da, rising from $10.5 billion in 1993 to $11.4 bil- pected with the United States in an alternating cur-
lion in 1994, primarily as a result of increased im- yent grid and are synchronized with utilities in the
ports and decreased exports of electricity. Eastern U.S. power grid. Alberta and British Co-
lumbia are synchronized with U.S. utilities operat-

. . . ing in the Western power grid and sell electricity to
Saudi Arabia and Venezuela are also major SOUrcesSy = \vestern portion of the United States

of crude petroleum and refined petroleum products
for the U.S. market. Because of a decline in the The value of U.S. imports of electricity increased
per-barrel price of crude petroleum on the world from $662 million in 1993 to $960 million in 1994.
market, the value of the U.S. trade deficit with U.S. exports decreased from $61 million in 1993 to
Saudi Arabia and Venezuela in particular (which $30 million in 1994.

are members of the Organization of Petroleum Ex- )

porting Countries (OPEC)), as well as with all of Cynthia B. Foreso

the OPEC nations combined, declined by $1.3 bil- (202) 205-3348
lion. However, the actual trend in U.S. dependence

on OPEC petroleum is just the opposite; in terms

of quantity, U.S. imports of both crude petroleum Coa/, COke, and related

and refined petroleum products from OPEC in- .

creased from 4.1 million barrels per day in 1993 to Chemlca/ PdeUCtS

4.5 million barrels per day in 1994. ) )
The United States is one of the world's largest sup-

pliers of coal and is a net exporter. However, in
The U.S. trade deficit with the EU in energy-re- 1994, a slight decrease in exports combined with an
lated products increased by $1.4 billion in 1994 be- increase in imports resulted in a $319 million dete-
cause of a decline in U.S. exports of coal, which rioration in the trade surplus to $2.7 billion. U.S.
have decreased because of a plentiful supply of rel-exports of coal, coke, and related products de-
atively inexpensive crude petroleum, the preferred creased from $3.6 billion in 1993 to $3.5 billion in
energy source, on the world market. The U.S. en-1994. This decrease was primarily attributable to
ergy-related products trade surplus with Japan de-reduced demand for coal after relatively inexpen-
creased by $367 million to $1.5 billion in 1994 sive crude petroleum (the preferred energy source)
because of a decrease in U.S. exports of coke tobecame abundant on the world market. The major
that market. markets for U.S. exports of these products contin-

6-1



Table 6-1
Energy-related products: U.S. exports of domestic merchandise, imports for consumption, and merchandise
trade balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars

U.S. exports of domestic merchandise:

CaNAA 1,463 1,527 64 4.4
Saudi Arabia . ... 32 30 -2 -6.6
VEeNEZUEIA . ... 105 137 32 30.7
MEXICO .ottt 1,114 1,089 -26 -2.3
NIgeria . o 37 3 -34 -92.5
United Kingdom .. ... .. 295 295 0 -0.1
ANGOla ... 1 1 0 -24.2
JaAPAN 2,019 1,695 -324 -16.1
Algeria . 19 16 -2 -12.5
Kuwait ... 2 3 1 55.0
Allother ... 7,123 6,673 -450 -6.3

TOtal .. 12,212 11,470 =742 -6.1
EU-12 2,685 2,470 -215 -8.0
OPEC . 361 312 -48 -13.4
Latin AMerica . ...t e 2,756 2,773 17 0.6
CBERA 760 716 -44 -5.8
Asian Pacific Rim ........... 4,385 3,821 -564 -12.9
ASEAN ..o 707 769 62 8.8
Eastern EUrope . ... ... 92 117 24 26.5

U.S. imports for consumption:

CaNAA 12,012 12,975 963 8.0
SaudiArabia . ... 7,577 7,420 -157 -2.1
VENEZUEIA ... 6,835 6,541 -294 -4.3
MEXICO . . ettt et 4,751 5,027 276 5.8
NIGEMIA .« .o 5,231 4,530 -701 -13.4
United Kingdom ... 2,557 3,399 842 32.9
ANGOIa .o 2,093 2,067 -25 -1.2
JAPAN 170 212 42 25.0
Algeria o 1,583 1,539 -44 -2.8
KUWaIE .. 1,758 1,472 -287 -16.3
Allother ... 11,532 12,162 629 55

TOtal .o 56,098 57,344 1,245 2.2
BU-12 o 4,226 5,391 1,166 27.6
OPEC . 25,408 24,109 -1,300 -5.1
Latin America . ...t 15,330 15,186 -143 -0.9
CBERA 1,295 1,242 -53 -4.1
Asian Pacific Rim ........ ... .. ... 1,671 2,001 331 19.8
ASEAN ..o 779 971 193 24.7
Eastern EUrOPE . . . ..ot 5 76 71 1,329.9

U.S. merchandise trade balance:

Canada ... -10,549 -11,448 -899 ®
SaUdi Arabia ... ... ..o -7,544 -7,389 155 ®)
VENeZUBIA . ... -6,730 -6,404 326 )
MEXICO vttt -3,637 -3,939 -302 ®
Nigeria . ... -5,194 -4,527 667 Q)
United Kingdom .. ........oiii e -2,262 -3,104 -842 ®
ANGOla ... -2,091 -2,066 25 ®)
JAPAN et 1,850 1,483 -367 ®
Y10 1=Y - -1,564 -1,523 41 ®
U7 1 -1,756 -1,469 288 ®
Allother ... -4,409 -5,488 -1,079 ®

TOtal . -43,886 -45,874 -1,988 ®
EU-12 -1,541 -2,921 -1,380 ®
OPEC . -25,048 -23,796 1,251 ®
Latin AMEMICA .. ...\ttt e e -12,573 -12,413 160 3
CBERA .o -535 -526 9 ®)
Asian Pacific Rim ....... ... . 2,714 1,819 -895 ®)
ASEAN L e =72 -202 -130 ®
EAStrN EUMOPE . . . o\ ee e et e e e e e e e e 87 40 -47 6]

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 6-1
U.S. energy-related products sector imports, 1994: Leading U.S. imports, by major sources,
and overall percentage change since 1993

CANADA
$12.9 BILLION
+8 PERCENT

SAUDI ARABIA
$7.4 BILLION
-2 PERCENT

PETROLEUM, NATURAL QAS,
ELECTRICAL ENERGY, URANIUM

1994 U.S. IMPORTS
$57.3 BILLION
+2 PERCENT

NIGERIA
$4.5 BILLION
-13 PERCENT

00yer
CRUDE PETROLEUM, vers
PETROLEUM PRODUCTS

VENEZUELA
$6.5 BILLION
-4 PERCENT

MEXICO
$5.0 BILLION
+6 PERCENT

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

ued to be Canada and Japan. U.S. exports of bitu—crude petroleum
minous and lignite coals accounted for about 90

percent of total exports. These are high-quality, U.S. imports of crude petroleum, which accounted
low-sulfur coals used primarily for the generation for $38.5 billion of the total U.S. trade deficit in
of electricity. The United States, which leads the 1994, accounted for more than 50 percent of do-
world in total reserves and production of coal, is mestic consumption of crude petroleum in 1994,
viewed as a secure source of coal on the worldyU.S. imports began to increase in late 1985, when
market. crude petroleum prices plummeted because of an
oversupply on the world market. The price de-
U.S. imports of coal, coke, and related chemical Créases resul_ted in the reduced profit_ability of high-
products increased from $603 million in 1993 to COSt U.S. stripper wells, many of which were then
$799 million in 1994. Canada was the leading shut QOwn. Consequently, U.S. production declined
source of U.S imports of coal and related chemical Steadily.
products, while Japan was the top source of U.S.The quantity of U.S. imports of crude petroleum
imports of coke. In the past, Japan has importedincreased from 2.5 billion barrels (valued at $38.2
metallurgical coal from several nations, including billion) in 1993 to 2.7 billion barrels (valued at
the United States, to produce coke, which is used$38.5 billion) in 1994. Saudi Arabia, Canada, Ven-
in the production of steel. However, according to ezuela, and Mexico were the principal sources of
industry sources, a decline in Japanese steel product.S. imports. OPEC nations together accounted for
tion has led to excess coke production (since cokemore than 50 percent of total U.S. imports of crude
ovens cannot be shut down despite lack of demand)petroleum in 1994.

in Japan, which was being exported at low prices. U.S. exports of crude petroleum do little to ease

the total U.S. trade deficit, which is so significantly
Cynthia B. Foreso affected by U.S. imports of crude petroleum. U.S.
(202) 205-3348 exports of crude petroleum are prohibited, except as
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approved by the U.S. Government. ~Canada has\gqtyral gas and
been the only consistent market for these exports as

part of a commercial exchange agreement betweencomponents
U.S. and Canadian refiners, and approved by the
Secretary of the Department of Energy. In 1987,
small shipments of Alaskan North Slope crude pe-
troleum were approved for export to Korea, Tai-
wan, and Australia. U.S. exports increased from
1.1 million barrels (valued at $20 million) in 1993

The value of imports of natural gas and compo-
nents increased from $4.4 billion in 1993 to $5.2
_biIIion in 1994, or by 18 percent, primari!y d_ue_ to
0 2.2 milion barrels (valued at $44 million) in increased imports from Canada. The major individ-

ual product contributing to the growth in imports
1994. Ca_nada accour)tgd for 93 percent of thesefrom Canada was pipeline natural gas, which rose
exports, with the remaining exports slated for Ko- j,"aue from $3.2 billion in 1993 to $3.9 billion in
rea.

1994, or by nearly 21 percent. As such, Canada

Cynthia B. Foreso remained the United States’ primary import source

(202) 205-3348 of natural gas and natural gas components in 1994,
accounting for more than 90 percent of all imports.

Petroleum products

The trade deficit in natural gas and its components
grew by $815 million in 1994. While imports from
Canada increased, exports of natural gas to Mexico
declined, due both to greater emphasis on utiliza-
tion of domestic resources and diminished purchas-
ing ability by the Mexican industry.

The value of U.S. imports of petroleum products
decreased from $11.0 billion in 1993 to $10.5 bil-
lion in 1994. Canada, Venezuela, and Algeria were
the leading import sources of petroleum products.
In general, the quantity of each individual petro-
leum product increased, but, because of the decline

in the per-barrel price of crude petroleum, the value 145 'S, exports of natural gas and components
of imports decreased. U.S. refmerles. are currently dropped from $603 million in 1993 to $568 million
operating at over 90 percent of capacity in order 10 i, 1994, Exports to Mexico, which is the primary

supply more of the domestic demand for petroleum gyort market for these commodities and accounted
products; imports account for any remaining de- o more than 90 percent of all U.S. exports in

mand, which has been increasing steadily since thejggs fe|l significantly. Exports of natural gas and
late 1980s. components to Mexico declined by 15 percent dur-
The United States is not a major exporter of petro- iNg 1993-94, to a value of $184 million; while ex-

leum products. The value of U.S. exports of petro- POrts of pipeline natural gas to Mexico shrank by
leum products decreased from $6.7 billion in 1993 45 percent, from $80 million in 1993 to $44 million

to $6 billion in 1994. Canada and Mexico were N 1994.

the major U.S. markets for these exports.

Cynthia B. Foreso Eric Land
(202) 205-3348 (202) 205-3349
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Table 6-2

Energy-related products sector: U.S.

1993-Dec. 19941

trade for selected industry/commodity groups, by specified periods, Jan.

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
CHO01 Electrical energy:
EXPOItS . oo 61 30 -31 -50.8
IMPOIS . .. 662 960 298 45.0
Tradebalance ............. ... -601 -930 -329 -54.7
CHO002 Nuclear materials:
EXPOIS « .ot 1,139 1,226 87 7.6
IMPOMS . . oot 930 1,114 184 19.8
Tradebalance ............. ... .l 209 112 -97 -46.4
CHO003 Coal,coke, and related chemicals products:
EXPOIS . . oot 3,587 3,464 -123 -3.4
IMPOMS . .o oo 603 799 196 325
Tradebalance ........... ... 2,984 2,665 -319 -10.7
CHO004 Crude petroleum:
EXPOIS . . oot 20 44 24 120.0
IMPOMS . . oot 38,248 38,530 282 0.7
Tradebalance ............ ... i, -38,228 -38,486 -258 -0.7
CHO005 Petroleum products:
EXPOIS . . oot 6,654 6,014 -640 -9.6
IMPOITS . .. 11,041 10,450 -591 -54
Tradebalance ............ ... i -4,387 -4,436 -49 -1.1
CHO006 Natural gas and components:
EXPOItS . . oot 603 568 -35 -5.8
IMPOITS . ..t 4,421 5,201 780 17.6
Tradebalance ............ ... i, -3,818 -4,633 -815 -21.3
CHO007 Major primary olefins:
EXPOMS « . 148 123 -25 -16.9
IMPOITS . .. 193 289 96 49.7
Tradebalance ............ ... i, -45 -166 -121 -268.9

1 mport values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.

2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 7
Textiles, Apparel, And Footwear 1

The U.S. trade deficit in textiles and apparel con- Trade liberalization under the WTO closely follows
tinued to widen in 1994, increasing by almost $2.5 the implementation of the North American Free-
billion over the 1993 level to a record $33.5 billion Trade Agreement (NAFTA) on January 1, 1994, by
(table 7-1). The increase in the deficit was slightly the United States, Canada, and MexcdOf partic-
more than that posted in 1993 and, as in other re-ular importance to the sector is the NAFTA provi-
cent years, resulted from greater imports. Both ex- sion that grants Mexico duty-free and quota-free ac-
ports and imports reached new highs in 1994, ascess to the U.S. market for goods assembled there
exports grew by $1.3 billion, to $13.0 billion, and from fabric that was both “formed and cut” in the
imports recorded an even larger gain, rising by $3.8 United States. In 1994, U.S. imports of such goods
billion, to $46.6 billion. In percentage terms, ex- from Mexico that entered free of duty and quota
ports increased by 11.5 percent and imports, by 8.9under the newly created 9802.00.90 tariff provision
percent. totaled $1.5 billion, 70 percent of which repre-
sented the value of the U.S. components. These

The import advance in 1994 partly reflected a jmports accounted for 63 percent of sector imports
marked pickup in U.S. consumer spending on ap- from Mexico.

parel, which accounted for 80 percent of sector im-

ports and for 94 percent of the sector deficit. Real

growth in consumer expenditures on clothing more }

than doubled to 6.0 percent from only 2.7 percent US B||atera| Trade

in 1993. The strong demand for apparel also partly

spurred the growth in sector exports. Some 60 per-The geographical composition of U.S. sector trade
cent of the 1994 export gain went to Latin Ameri- has been changing in recent years, with Mexico and
ca, a major portion of which consisted of garment countries covered by the Caribbean Basin Economic
parts for assembly and reexport for sale in the Recovery Act (CBERA) assuming a large and rap-
United States. idly growing role. Between 1989 and 1994, sector
imports from Mexico and CBERA countries rose by

170 percent, compared with just 40 percent for
those from all other countries (figure 7-1). Similar-

ly, sector exports to the region climbed by 139 per-
cent and those to all other countries, by only 72
percent. As a result, the region expanded its share
of sector trade by roughly 7 percentage points to
15 percent of the imports and 37 percent of the
exports in 1994,

Almost $40 billion of sector imports in 1994 con-
sisted of goods covered by the international Multi-
fiber Arrangement (MFA) system of quotas. The
United States has quotas on MFA products from
some 45 countries that supply about 80 percent of
these imports. The structure of U.S. sector trade
will become less restrictive as a result of the
Agreement on Textiles and Clothing (ATC), which
entered into force on January 1, 1995, as part of
the World Trade Organization (WTO) agreements. The introduction in the late 1980s of the Special
The ATC replaced the MFA and calls for the Access Program for CBERA countries and the Spe-
phaseout of textile and apparel quotas for WTO cial Regime for Mexico contributed to the trade
member countries over a 10-year period. In recog- growth# Both programs provided for greater ac-
nition of the quota phaseout, the United States cess to the U.S. market for apparel assembled of
agreed to cut textile and apparel tariffs by an aver- U.S. formed and cut fabric. The current textile
age of 11.5 percent, compared with 34 percent for agreements with Costa Rica, the Dominican Repub-

all merchandise. lic, El Salvador, Guatemala, and Jamaica contain
1 The analysis for footwear appears at the end of this 3 The duty phaseout schedule of the United States-Cana-
chapter. da Free Trade Agreement (CFTA), which came into force in

2 The MFA covered products of cotton, other vegetable 1989, was incorporated and continued under NAFTA.
fibers, wool, manmade fibers, and silk blends; it did not cover 4 The special regime with Mexico had been in effect for
goods chiefly of silk or of leather, fur, rubber, or plastics. the 5 years before 1994, when NAFTA entered into force.
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Table 7-1
Textiles and apparel: U.S. exports of domestic merchandise, imports for consumption, and merchandise trade
balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

ChiNa . 127 152 26 20.3
HONG KONG ..o 296 356 60 20.4
MEXICO .ttt ettt 1,755 2,237 482 275
Canada ... 2,113 2,348 235 11.1
KOMBA . .ttt 161 200 38 23.8
TAIWAN oot 98 126 27 28.0
DominicanRepublic ......... ... 785 902 117 14.9
JAPAN 1,020 1,076 56 55
India ... 23 36 12 52.7
ALy . 124 134 11 8.5
Allother ... 5,184 5,467 282 5.4

TOtal .. 11,686 13,033 1,347 115
EU-12 1,639 1,739 99 6.1
OPEC . 554 478 -75 -13.6
Latin AMerica . ...t e 4,730 5,550 820 17.3
CBERA 2,300 2,588 288 125
Asian Pacific Rim ... 2,167 2,395 228 105
ASEAN ..o 306 314 9 2.8
Eastern EUrope . ... ... 30 28 -2 -5.6

U.S. imports for consumption:

ChiNa .o 7,164 7,349 185 2.6
HONG KONG ... 4,210 4,606 396 9.4
MEXICO . .ttt ettt et 1,857 2,431 574 30.9
Canada ... 1,342 1,689 346 25.8
KOrBa ... 3,200 2,934 -266 -8.3
TAIWAN oo 2,990 2,924 -66 -2.2
DominicanRepublic ......... ... 1,465 1,623 158 10.8
JAPAN 808 809 1 0.1
India ... 1,539 1,798 259 16.8
ALy . 1,378 1,634 256 18.6
Allother ... 16,797 18,778 1,981 11.8

TOtal .o 42,750 46,574 3,823 8.9
BU-12 o 3,510 3,940 430 12.2
OPEC . 1,532 1,620 88 5.7
Latin America ... 6,929 8,134 1,205 17.4
CBERA 4,108 4,639 531 12.9
Asian Pacific Rim .......... .. 23,191 23,795 604 2.6
ASEAN ..o 5,399 5,654 254 4.7
Eastern EUrOPE . . . ..ot 275 292 17 6.3

U.S. merchandise trade balance:

China ..o -7,038 -7,197 -159 ®
HONG KONG .« .ottt -3,914 -4,250 -336 3
MEXICO ..\ttt et e e e e -102 -194 -92 &)
CaANAAA ..\ttt 771 659 -112 ®
KOrea . ... -3,039 -2,734 305 ?
TAIWAN .. ettt et e -2,892 -2,798 94 ®
Dominican Republic . ............. ..o -680 -721 -41 3
JAPAN 212 267 55 ®
INGIA .o -1,516 -1,763 -247 ®
ALY . -1,254 -1,500 -246 ®
Allother ... -11,613 -13,311 -1,698 ®

TOtal . -31,064 -33,541 -2,476 ®
EU-12 -1,871 -2,201 -330 ®
OPEC . -979 -1,142 -163 ®
Latin AMEMICA .. ...\ttt e e e -2,199 -2,584 -385 ®)
CBERA -1,808 -2,051 -243 ®
Asian Pacific Rim ......... . -21,024 -21,400 -376 ®)
ASEAN L -5,094 -5,339 -246 ®
EASterN EUMOPE . . . oottt et e e e e e e -245 -264 -19 ®)

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 7-1
U.S. textiles and apparel sector imports, 1994: Leading U.S. imports by major sources, and
overall percentage change since 1993

N
zzz&zs

$3.9 BILLION
+12 PERCENT

1994 U.S. IMPORTS
$46.6 BILLION
+9 PERCENT

$2.9 BILLION

\B PERCENT

CHINA
$7.3 BILLION
+3 PERCENT

MEXICO
$2.4 BILLION
+31 PERCENT

$1.8 BILLION
+17 PERCENT

S

TAIWAN HONG KONG
$2.9 BILLION $4.6 BILLION
-2 PERCENT +9 PERCENT

DOMINICAN
REPUBLIC
$1.6 BILLION
+11 PERCENT

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

so-called guaranteed access levels (GALs) that per-Growth in sector imports from CBERA countries in
mit them virtually unlimited access to the U.S. 1994, although still quite rapid, was slower than
market for qualifying apparel exports. U.S. apparel that in recent years. CBERA shipments rose by 12
producers have expanded their use of production-percent to $4.6 billion. The growth is down from
sharing activity in the region in order to compete an average annual rate of 22 percent during
effectively in their home market and to sustain do- 1987-93, following the inception of the GAL pro-
mestic operations by having labor-intensive assem-gram in 1986. The slowdown likely stemmed from
bly tasks occur offshore. They ship apparel partsa diversion of new apparel production from
to the region for assembly and reimport the fin- CBERA countries to Mexico due to NAFTA.
ished garments under the “807” tariff provision Whereas products assembled in Mexico from U.S.
(now "9802"), which requires importers to pay duty formed and cut fabric are now eligible to enter
on only the value added offshore. duty-free, such goods from CBERA countries con-
tinue to be dutiable at an effective rate of about 6
) . ) percent ad valorem. In addition, imports of certain
In the first year that NAFTA was in effect, Mexico garments from several CBERA countries are subject
was the fastest-growing trading partner of the {5 guota. Legislation introduced in the 104th Con-
United States in the sector. U.S. textllg_and appar-gress, the Caribbean Basin Trade Security Act
el exports to Mexico rose by $482 million, or by (4R 553 and S. 529), would temporarily provide
27 percent, to $2.2 billion and imports from Mexi- CBERA countries tariff and quota treatment equiva-

co grew by $574 million, or by 31 percent, to $2.4 |ent to that given to products from Mexico under
billion. The gains solidified Mexico’s position as NAFTA.

the second-largest export market after Canada and

the fifth-largest import supplier after China and the The sector trade deficit is driven mainly by trade
traditional Big Three Asian suppliers, Hong Kong, with low-labor-cost countries in Asia. China and
South Korea, and Taiwan. About one-half of the the traditional Big Three Asian suppliers generated
exports to Mexico were garment parts for assembly just over 50 percent of the deficit in 1994. Anoth-
and reexport to the United States. er 24 percent stemmed from trade with India, Paki-
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stan, and the Association of South East Asian Na-low-end production to neighboring nations and to
tions (ASEAN), which includes Brunei, Indonesia, develop into a service and trading center for the
Malaysia, the Philippines, Singapore, and Thailand. regional industry.

During the Uruguay Round trade negotiations, the ) ) _

United States sought market access commitmentsAmong the industrial countries, U.S. sector trade

from WTO members that are significant exporters With Canada continued to grow rapidly, having
of textles and apparel to the domestic market. More than doubled since the adoption of the CFTA

The United States reached agreements providing the't?y 13&92 nTiﬂi% ntr?r?elggaplut‘:‘) Véiéggcmﬁi%?\ ”glrjrto"i‘;ed

basis for increased U.S. export opportunities in tex- still was the largest of any trading partner by far
T\I/IIZTayaslir:ao,l tﬁgp;‘{ﬁli p[\),}Irl:Qs,KA?rrge;ﬁti ni?ygtrézﬁmgg%%?’ Exports to Canada, the principal market for sector
bia, Japan, India, and Pakiséan exports, rose by $235 million, or by 11 percent, to
' ' ' : $2.3 billion; imports from Canada rose by $346
million, or by 26 percent, to $1.7 billion. Textiles
China remained the largest supplier of sector goodsdominate sector trade with Canada, accounting for
by far, with 15.8 percent of sector imports in 1994. 58 percent ($972 million) of the imports and 81
Imports from China grew considerably slower last percent ($1,902 million) of the exports in 1994.
year, by just 2.6 percent, after having climbed by Canada trailed only China as the largest supplier of
20 percent in 1993 and by 32 percent in 1992. textiles in 1994, supplying 10.1 percent of the im-
The 3-year textile agreement currently in force with Ports versus 10.5 percent for China. A major por-
China provided for no quota growth in 1994 and tion Of the t'ext"e trade W|th Canada. IS Intracompa—
for 1-percent growth in 1995 and 1996. In addi- Ny trade (i.e., cross-border trade between the
tion, a new and separate agreement with China Separate operations of individual firms). Apparel
signed in 1994 brought chiefly silk apparel under rade with Canada has also grown considerably in
quota for the first time. Imports from China of MmPortance in the past 5 years; imports rose by 175
such silk garments, which were not covered by the percent to $715 million and exports grew by almost

MFA and which had accounted for a major portion 300 percent to $432 million.
of the recent growth in Chinese shipments, totaled
$1.9 billion in 1994.

Commodity Analysis

The Big Three Asian suppliers continued to decline
in relative importance. Their shipments in 1994
rose by less than 1 percent to almost $10.5 billion.
The Big Three supplied just 22.5 percent of the Textiles /
imports in 1994, down from 37.4 percent 5 years

earlier. Textile and apparel firms in the Big Three . inease in the U.S. textile trade deficit slowed
economies face rising operating costs, labor short-Considerably in 1994, widening by only $160 mil-

ages, and growing competition from lower cost ;% g5 { pillion. The deficit had expanded by

countries. ~ As such, exporters in the Big Three g5/ g5 hjjion in 1992 and by $484 million in 1993.

hgve sZifte;:ih theti)r prodgct mix to_ higher va_ItLrJ]e—atdd- Both exports and imports grew by about 10 percent
€d goods, thereby earning more revenue without €n-y, ,q,y highs in 1994, with the former rising by

larging _their export volume of products under quo- g¢gaq” million, to $7.5 billion, and the latter advanc-
ta® They had also moved producthn of basic ing by $84é million. to $§6 billion. With U.S

garments for export to lower cost locations such as producers’ textile sﬁipmenté growin;g by an .es.ti—
China and the ASEAN countries, which (with the mated 5.5 percent in 1994, to $74 billion, im-
exception of Brunei) are highly export-oriented and 1o share of the U.S. textile market remained at
subject to extensive quotas in the United States. just under 10 percent. Import penetration is much

] ] higher in some textile segments, especially cotton
The growth in sector imports from the ASEAN proadwoven fabric, where imports supplied just
countries slowed again last year. Their shipments over 30 percent of domestic sales.

rose by about 5 percent, to almost $5.7 billion, af-

ter having grown by 8 percent in 1993 and by 28 The deterioration of the textile trade balance in
percent in 1992. The slowdown partly reflected an 1994 largely reflected an increased bilateral deficit
8-percent decline in imports from Singapore, whose With the European Union (EU), the principal U.S.

shipments have decreased since 1992 when theytradlng partner in textiles. The textile deficit with

peaked at $652 million. Declining competitiveness the EU reached $981 million, an increase of $117
has encouraged the sector in Singapore to movemillion over the 1993 level and more than double

7 Textiles includes manmade fibers, yarns, fabrics, home

5 Office of the United States Trade Representafi985 furnishings, carpets, and industrial textiles, such as belting and
Trade Policy Agenda and 1994 Annual Repprtl05. cordage. These articles are covered in commodity groups
6 The quotas are based on quantity, and not value. CHO050 to CH061 and nonwoven fabric in CHO079.
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the deficits posted in 1990-91. With EU economic production by an estimated 1 percent. Shirts and
activity improving in 1994, exports bounced back blouses remained the largest apparel item traded,
from a decline in 1993, rising by $119 million to accounting for 29 percent of imports and 19 per-
nearly $1.3 billion. However, they remained slight- cent of exports in 1994. These products, along
ly below 1991-92 levels. Textile imports from the \ith trousers and men’s and boys’ coats and jack-

EU rose by twice as much as textile exports, or by ets, accounted for just over one-half of the increase

The largest bilateral textile trade deficit in 1994 on Mexico was the fastest growing supplier of apparel

an individual country basis was with China, the %o ynited States in 1994. Its apparel shipments
largest supplier, accounting for 10.5 percent of U.S. climbed by $474 million, or by 33 percent, to $1.9

imports. The bilateral deficit with China widened pijion.  The growth in these shipments enabled
by just $7 million to $861 million that year, the \exico to surpass the Dominican Republic to be-
smallest increase so far in the 1990s. It had risencome the fifth-largest supplier by value after China,
by $223 million in 1992 and by $90 million in  Hong Kong, South Korea, and Taiwan. Three-
1993. Contrlbutlng to the small increase in the fourths of the appare| imports from Mexico were
1994 deficit was a slowdown in U.S. textile imports assembled from U.S. formed and cut fabric and en-
from China, which rose by $33 million, or by 3 tered free of duty and quota under the 9802.00.90
percent, to exceed the $1 billion level for the first tariff provision.
time. U.S. exports to China, which totaled a much
smaller $144 million, grew by $25 million, or by U.S. imports of apparel from the CBERA countries
21 percent. in 1994 totaled $4.5 billion, representing an in-
crease of 13 percent over the 1993 level. The gain
The largest bilateral textile trade surpluses in 1994 was down from growth of 22 percent in 1993, 30
were with the NAFTA trading partners, which ac- percent in 1992, and 28 percent in 1991. As stated
counted for about half the 1994 gain in textile ex- above, the smaller gain in 1994 likely reflected a
ports. The textile trade surplus with Canada nar- slowdown in expansion of production-sharing activ-
rowed slightly, by $16 million, to $930 million in ity in CBERA countries, as U.S. apparel producers
1994, whereas that with Mexico expanded by al- await the outcome of pending U.S. legislation that
most $76 million to $520 million. Textile trade would grant CBERA countries NAFTA-equivalent
with Canada continued to reach new highs in 1994, penefits. About 80 percent of the value of CBERA
as exports grew by $177 million, or by 10 percent, imports in 1994 consisted of apparel assembled
to $1.9 billion and U.S. imports rose by $194 mil- from U.S. components. Such CBERA apparel is
lion, or by 25 percent, to almost $1.0 billion. Can- dutiable at an effective rate of about 6 percent ad
ada trailed only China as the largest source of im- yalorem; garments assembled in Mexico from U.S.
ported textles in 1994, supplying mostly formed and cut fabric now enter duty-free.
manmade-fiber filament yarns and specialty fabrics.
U.S. textile exports to Mexico rose by $175 mil- China remained the largest foreign supplier of ap-
lion, or by 20 percent, to just over $1 billion, and parel to the United States in 1994, accounting for
U.S. imports of Mexican textiles grew by $100 mil- 17 percent of the imports. U.S. apparel imports
lion, or by 23 percent, to $540 million. from China rose by just 2 percent in 1994, to $6.3
billion, after growing by 22 percent a year earlier.
However, the volume of MFA apparel imports from
China declined for the first time since 1988, falling
by 3 percent. As noted earlier, the current textile
g agreement with China provided for no quota growth
in 1994 and, for the first time, a separate agree-
Apparel ment was reached with China that set quotas on
L ) chiefly silk apparel. Imports of such silk apparel,
The U.S. trade deficit in apparel widened markedly \hich totaled $1.9 billion in 1994 and consisted
in 1994, increasing by $2.3 billion to a new high mainly of shirts and blouses, accounted for much of
of $31.5 billion. The deficit had increased by $2.0 the apparel import growth from China in 1993.
billion in 1993. The growth in apparel trade con-
tinued at a similar pace as in 1993 as imports roseThe traditional Big Three Asian suppliers continued
by 9 percent to $36.9 billion and exports grew by to decline in relative importance in apparel trade.
14 percent to $5.4 billion. In 1993, imports had Their apparel shipments edged up by less than 1
similarly grown by 9 percent and exports by 18 percent in 1994 to $8.9 billion, after a 7-percent
percent. The share of the domestic apparel marketdecline in 1993. Hong Kong generated all of the
supplied by imports increased to an estimated 481994 increase as the value of its shipments rose by
percent as consumption grew by 5 percent and9 percent, while those from South Korea and Tai-
wan decreased by 11 and 4 percent, respectively.

8 These articles are covered in commodity groups CH062 The Big Three supplied 24 percent of apparel im-
through CHO080, excluding the nonwoven fabrics in CH079. ports in 1994, down from 43 percent in 1989.

Mary Elizabeth Sweet
(202) 205-3455
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The growth in apparel imports from ASEAN coun- Footwear
tries slowed for the second consecutive year in

1994, when their shipments rose by just 5 percenta gjuggish U.S. footwear market limited import
to $5.2 billion. Their shipments had increased by 8 growth to 6 percent in 1994, but the 1994 trade
percent in 1993 and by 27 percent in 1992. The deficit in footwear widened by $567 million over
growth in the value of imports from India and Pa- the 1993 level to a record high of $11.1 billion
kistan picked up in 1994, by 21 percent and 15 (table 7-2). Although both imports and exports in-
percent, respectively.  This compares with 1993 creased in 1994, the growth in imports of $609
gains of 19 percent for India and 11 percent for million far exceeded that of exports of $42 million.
Pakistan. The widening of the footwear trade deficit resulted
almost entirely from an increased bilateral deficit
The apparel trade deficit with Canada, the leading with China, which accounted for 47 percent of the
industrial country supplier to the United States, total footwear trade deficit in 1994.
widened further in 1994, rising by $96 million to

$283 million. Apparel imports from Canada, led U.S. consumption of footwear registered a modest

b , | suit d ; d S t 3-percent gain to $34.1 billion at retail, largely re-
y mens wool Sults and mens and Womens 1rou- qacting sjuggish demand for athletic shoes, which
sers and knit shirts, were up by 27 percent 10 $715,..0nted for nearly 40 percent of the U.S. foot-
million in 1994. This increase was a continuation \yesr market in 1994. Nevertheless imports contin-
of the strong gains in apparel imports from Canada yeq to expand their already dominant share of the
since the inception of the CFTA in 1989 and also y.s. market, accounting for 88 percent of shoes

reflected a receptive U.S. market. U.S. apparel ex-sold by quantity in 1994, compared with 86 percent
ports to Canada rose by 15 percent to $432 million jn 1993.
in 1994. The gain was less than the increases of . ) )
22 percent in 1993 and 26 percent in 1992, as China was by far the leading supplier of footwear
benefits of the ongoing tariff reductions under and also the largest contributor to the footwear def-
NAFTA were partially offset by changes in ex- icit (figure 7-2). The footwear trade deficit with
change rates China grew by $746 million in 1994 to $5.2 billion

’ as imports from China rose by 17 percent to $5.3

The U.S. apparel trade surplus with Japan rose by.b|II|on. China’s competitive advantages stem from

only 7 percent to $642 million in 1994, after hav- its extremely low production costs in labor, materi-
ing increased by 69 percent in 1993. The growth al, and energy.
in U.S. apparel exports to Japan slowed substantial-Favorable exchange rates for Spain and lItaly con-
ly to 3 percent in 1994, compared with annual tributed to a 22-percent import growth from the EU
growth of 47 percent in 1993. Sluggish economic to $1.6 billion in 1994. The 1994 footwear deficit
activity in Japan reduced demand for U.S. apparel with the EU widened by $274 million to $1.4 bil-
exports. lion. Italy and Spain, which together supplied 80
percent of these imports and accounted for over 85
The U.S. apparel trade deficit with the EU in- Percent of the EU footwear trade deficit, increased
creased by 21 percent, reaching $1.2 billion in their shipments by a combined 24 percent to $1.2
1994, after steadily declining since at least 1989. Pillion in 1994.

Increased U.S. imports from the EU were responsi- The footwear trade deficit with Indonesia and Thai-
ble for the rising deficit. They rose for the first |and combined showed a modest $76 million
time since 1991—by 13 percent—to $1.7 billion. growth in 1994 as imports mainly of low-priced

athletic footwear from these countries increased by
Rising imports of apparel from Italy contributed to 7 percent, to $1.3 billion in 1994. The slowdown in
the increased imports. Men’s and boys’ suits and shipments from these countries compared to earlier
sports coats from Italy rose by 22 percent; sweatersyears reflected their diminishing importance in the
from Italy rose by 21 percent; and women's and U.S. market caused by weak demand for athletic
girls’ suits, skirts, and coats from ltaly rose by 7 footwear that they had supplied in large quantities
percent. U.S. exports to the EU declined for the in the past. The slowdown in imports from Thai-
second year in a row; however, the rate of the de-land also is attributable to its inadequate infrastruc-
cline slowed to 3 percent in 1994, compared with ture and higher production costs compared with
11 percent in 1993. The most significant declines those of China and Indonesia.

by product areas were U.S. exports of shirts and gy contrast, the footwear trade deficit with Brazil,

blouses to Belgium, which declined by 35 percent, Korea, and Taiwan declined in 1994. Imports from
exports of men’'s trousers to France, which declined Brazil, the second leading supplier of mostly low-

by 20 percent, and exports of sweaters to theto medium-priced women’s leather footwear, de-

United Kingdom, which declined by 30 percent. clined by 10 percent to $1.3 billion, which brought
down the deficit with Brazil by $145 million to
Jackie W. Jones $1.3 bhillion. The decline in Brazilian shipments

(202) 205-3466 occurred in the second half of the year following
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Table 7-2

Footwear: U.S. exports of domestic merchandise, imports for consumption, and merchandise trade balance,

by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent
Million dollars
U.S. exports of domestic merchandise:
ChiNa . 4 8 4 87.1
Brazil . ... 3 6 2 67.0
aly 24 16 -8 -33.5
INdONESIA . ... 3 6 3 85.5
KOrea . .o 23 18 -4 -19.0
TAIWAN . 10 12 2 19.4
Thailand . . ... 3 3 1 18.9
SPAIN 7 6 ©) -4.8
Dominican Republic .......... . .o i 32 35 3 9.6
MEXICO . i 100 96 -4 -4.0
Allother ... 395 440 44 11.2
TOtal .. 604 646 42 7.0
EU-12 131 133 2 1.8
OPEC . 19 24 5 24.8
Latin America ....... ..o 192 198 5 2.8
CBERA .ot 65 65 ® 0.2
Asian Pacific Rim .......... .. 134 167 33 24.5
ASEAN ..o 15 18 3 20.7
Eastern EUrope . ... 5 4 -1 -12.1
U.S. imports for consumption:
ChiNa . 4,505 5,254 749 16.6
Brazil . ... 1,408 1,266 -143 -10.1
aly 759 887 128 16.9
Indonesia . ... ... 829 885 56 6.7
KOrBa . .t 1,033 689 -345 -33.4
TAIWAN . oo 584 456 -128 -21.9
Thailand .. ... 353 377 24 6.8
SN oo 246 359 113 45.8
DominicanRepublic ......... .. 220 285 65 29.6
MEXICO . s 215 206 -9 -4.1
Allother ... 952 1,050 97 10.2
TOtal .o 11,105 11,714 609 5.5
BU-12 o 1,279 1,555 276 21.6
OPEC . 833 889 55 6.6
Latin America . ...t 1,954 1,869 -85 -4.4
CBERA 241 321 80 334
Asian Pacific Rim ........ ... .. ... 7,174 7,518 344 4.8
ASEAN ..o 1,259 1,350 91 7.2
Eastern EUrOPE . . . ..ot 87 118 31 35.2
U.S. merchandise trade balance:
ChiNa o -4,501 -5,247 -746 ®)
Brazil ..........o.iii -1,405 -1,260 145 3)
171 -735 -872 -136 3)
INdONESIA . . .ottt e -826 -879 -53 ®)
KOrea . ... -1,011 -670 340 ®
TAIWAN .. ettt et e -573 -443 130 ®)
Thailand . .. ... -350 -373 -23 3)
SPAIN e -240 -353 -113 ®)
Dominican Republic . ............oiiii i -188 -250 -62 ®)
MEXICO . .\ vttt ettt et e e e -115 -110 5 ®)
Allother ... ... . -557 -610 -53 3)
TOtal . -10,501 -11,068 -566 ®
EU-12 -1,148 -1,422 -274 ®)
OPEC ..ttt -815 -865 -51 ®
Latin AMEMICA .. ...\ttt e e e -1,762 -1,671 91 3)
CBERA -176 -256 -80 ®
Asian Pacific Rim ......... . -7,040 -7,351 -311 ®3)
ASEAN L -1,245 -1,333 -88 3
EASterN EUMOPE . . . oottt et e e e e e e -82 -114 -31 )

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.

2 Less than 0.5 million.
3 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade

(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 7-2
U.S. footwear sector imports, 1994: Leading U.S. imports by major sources, and overall per-
centage change since 1993

$0.7 BILLION
-33 PERCENT

1994 U.S. IMPORTS
$11.7 BILLION
+6 PERCENT

ITALY
$0.9 BILLION
+17 PERCENT

$5.3 BILLION
+17 PERCENT

INDONESIA
$0.9 BILLION
+7 PERCENT

BRAZIL
$1.3 BILLION
-10 PERCENT

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

the introduction of Brazil's new exchange rate ucts, other than textiles and apparel and petroleum
pegged to the dollar in July 1994. The Brazilian and petroleum products, which are processed or as-
currency subsequently appreciated against the dollarsembled wholly from U.S. fabricated components or
in 1994, which made its products more expensive materials in a beneficiary CBERA country.
in the U.S. market. The footwear trade deficits
with Korea and Taiwan, once the dominant suppli- Although China continued to remain the dominant
ers, declined by $340 million and $130 million, re- supplier of low- to medium-priced footwear (in
spectively, in 1994 as these countries, hit by 1994 China supplied 876 million pairs or 72 per-
mounting operating costs at home, have continuedcent of total footwear imports, priced less than $16
to shift their production to low-wage countries such per pair), the bulk of the import growth from China
as China. The combined imports from Korea and occurred in higher priced shoes at the expense of
Taiwan decreased by 29 percent to $1.1 billion in Korea and Taiwan. In 1994, imports of footwear
1994. from Korea and Taiwan, priced over $16 per pair,
o . . declined by 19 million pairs, while those from Chi-
Imports from the Dominican Republic, the ninth- na increased by 16 million to 24 million pairs. In
largest supplier, increased by 30 percent to $2851994, China supplied 20 percent of imports, priced
million.  Roughly 85 percent of these imports con- over $16 per pair, compared with only 6 percent in
sisted of footwear uppers and parts that entered1993. China has also continued to increase its
duty-free under the CBERA (footwear is not eligi- shipments of leather footwear. In 1994, China ac-
ble for duty-free treatment under the CBERA). counted for 45 percent by quantity, and 37 percent
The growth in imports from the Dominican Repub- by value, of total leather footwear imports,
lic was facilitated by section 222 of the CBERA of compared with a year-earlier level of 40 percent
19909 which extends duty-free treatment to prod- and 31 percent, respectively.

9 Customs and Trade Act of 1990, Public Law 101-382, Sundar A. Shetty
Title 11, 104 Stat. 629, 19 U.S.C. 2101 note. (202) 205-3486
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Table 7-3
Textiles, apparel, and footwear sector: U.S. trade for selected industry/commodity groups, by specified peri-
ods, Jan. 1993-Dec. 1994 1

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars

CHO050 Manmade fibers and filament yarns:

EXPOIS « .o 1,393 1,585 192 13.8

IMPOMS . . oot 1,126 1,299 173 15.4

Tradebalance ............. ... L. 267 286 19 7.1
CHO51 Spun yarns and miscellaneous yarns:

EXPOIS . .ot 347 458 111 32.0

IMPOMS . .o 497 594 97 19.5

Tradebalance ............. ... L. -150 -136 14 9.3
CHO052 Boardwoven fabrics:

EXPOIS . . oot 1,592 1,747 155 9.7

IMPOMS . .o oo 3,339 3,362 23 0.7

Tradebalance ........... ... i, -1,747 -1,615 132 7.6
CHO053 Knit fabrics:

EXPOIS . . oot 322 344 22 6.8

IMPOIS . .o 286 336 50 17.5

Tradebalance ............ ... i 36 8 -28 -77.8
CHO054 Miscellaneous fabrics:

EXPOIS . . oot 199 234 35 17.6

IMPOITS . .. 105 130 25 23.8

Tradebalance ............. ... i, 94 104 10 10.6
CHO055 Coated, covered, impregnated, or laminated textile

fabrics:

EXPOIS . . oot 370 450 80 21.6

IMPOIS . .o 206 227 21 10.2

Tradebalance ............ ... i 164 223 59 36.0
CHO056 Cordage, nets, and netting:

EXPOMS . . oot 50 43 -7 -14.0

IMPOITS . .. e 123 147 24 195

Tradebalance ............ ... i, -73 -104 -31 -42.5
CHO057 Certain textile articles and fabrics suitable for

industrial use:

EXPOIS . .ot 277 282 5 1.8

IMPOIS . .o 177 202 25 14.1

Tradebalance ............ ... i 100 80 -20 -20.0
CHO058 Miscellaneous textiles and articles:

EXPOMS . . oot 793 848 55 6.9

IMPOITS . .. e 983 1,179 196 19.9

Tradebalance ............. ... i, -190 -331 -141 -74.2
CHO059 Sacks and bags of textile materials:

EXPOItS . ..ot 30 22 -8 -26.7

IMPOITS . .. e 50 52 2 4.0

Tradebalance ............ ... i, -20 -30 -10 -50.0
CHO060 Carpets and rugs:

EXPOMS .« . 730 713 -17 -2.3

IMPOITS . .. 671 748 77 115

Tradebalance ............. ... i 59 -35 -94 -159.3
CHO061 Home furnishings:

EXPOItS . ..o 253 261 8 3.2

IMPOMS . . o 939 1,075 136 14.5

Tradebalance ............. ... .o -686 -814 -128 -18.7
CHO062 Men’s and boys’ suits and sports coats:

EXPOItS . oo 125 148 23 18.4

IMPOITS . ..o 664 748 84 12.7

Tradebalance ........... ... ... i, -539 -600 -61 -11.3
CHO063 Men’s and boys’ coats and jackets:

EXPOItS . oo 102 136 34 33.3

IMPOMS .« . oot 1,563 1,773 210 13.4

Tradebalance ........... ... . i -1,461 -1,637 -176 -12.0
CHO064 Men’s and boy’s trousers:

EXPOItS . oo 975 1,050 75 7.7

IMPOMS . . oot 2,797 3,145 348 12.4

Tradebalance ........... ... .. i -1,822 -2,095 -273 -15.0
CHO065 Women'’s and girls’ trousers:

EXPOIS . . oot 325 409 84 25.8

IMPOMS . . oo 3,354 3,583 229 6.8

Tradebalance ........... ... -3,029 -3,174 -145 -4.8
CHO066 Shirts and blouses:

EXPOIS . . oot 854 1,021 167 19.6

IMPOMS . . oot 10,042 10,840 798 7.9

Tradebalance ............ ... i -9,188 -9,819 -631 -6.9

See footnotes at end of table.
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Table 7-3— Continued
Textiles, apparel, and footwear sector: U.S. trade for selected industry/commodity groups, by specified peri-
ods, Jan. 1993-Dec. 1994 1

Change, 1994 from 1993
UsITC
code 2 Industry/commodity group 1993 1994 Amount Percent

Million dollars
CHO067 Sweaters:

EXPOItS . oo 32 30 -2 -6.3

IMPOMS . .o 1,961 2,052 91 4.6

Tradebalance .................... ... -1,929 -2,022 -93 -4.8
CHO068 Women's and girls’ suits, skirts, and coats:

EXPOItS . .o 283 255 -28 -9.9

IMPOMS . . oo 3,244 3,261 17 0.5

Tradebalance ........... ... .. i -2,961 -3,006 -45 -1.5
CHO069 Women'’s and girls’ dresses:

EXPOIS . . oot 105 103 -2 -1.9

IMPOMS . . oot 1,082 1,260 178 16.5

Tradebalance ............ ... -977 -1,157 -180 -18.4
CHO070 Robes, nightwear, and underwear:

EXPOIS . . oot 512 569 57 111

IMPOMS . . oo 1,909 2,197 288 15.1

Tradebalance ............ .. i -1,397 -1,628 -231 -16.5
CHO71 Hosiery:

EXPOIS . oot 206 220 14 6.8

IMPOITS . .. e 231 291 60 26.0

Tradebalance ............ ... i -25 -71 -46 -184.0
CHO072 Body-supporting garments:

EXPOrts ... 316 344 28 8.9

IMPOITS . ..t 639 751 112 175

Tradebalance ............. ... i, -323 -407 -84 -26.0
CHO073 Neckwear, handkerchiefs, and scarves:

EXPOItS . oot 31 26 -5 -16.1

IMPOITS . .. 322 336 14 4.3

Tradebalance ............. ... .. i i -291 -310 -19 -6.5
CHO074 Gloves, including gloves for sports:

EXPOIS . . 157 168 11 7.0

IMPOMtS . ..o 1,349 1,499 150 11.1

Tradebalance ............ ... i -1,192 -1,331 -139 -11.7
CHO075 Headwear:

EXPOItS . oo 109 112 3 2.8

IMPOITS . .. 778 821 43 55

Tradebalance ............. ... i, -669 -709 -40 -6.0
CHO76 Leather apparel and accessories:

EXPOItS . oo 97 93 -4 -4.1

IMPOMS . . o 1,418 1,456 38 2.7

Tradebalance .................. ... ... -1,321 -1,363 -42 -3.2
CHO77 Fur apparel and other fur articles:

EXPOItS . oo 55 58 3 5.5

IMPOIS . .o 173 187 14 8.1

Tradebalance ............. ... L. -118 -129 -11 -9.3
CHO078 Rubber, plastic, and coated-fabric apparel:

EXPOIS . . oot 70 87 17 24.3

IMPOIS . .o 160 172 12 7.5

Tradebalance ............. ... . -90 -85 5 5.6
CHO079 Nonwoven and related products:

EXPOIS . . oot 447 526 79 17.7

IMPOIS . .o 435 437 2 0.5

Tradebalance ............ ... i 12 89 77 641.7
CHO080 Other wearing apparel:

EXPOIS . . oo 448 603 155 34.6

IMPOITS . .. 2,006 2,292 286 14.3

Tradebalance ............ ... i -1,558 -1,689 -131 -8.4
CHO081 Apparel fasteners:

EXPOrtS ... 81 88 7 8.6

IMPOITS . .. e 122 122 0 0

Tradebalance ............ ... i -41 -34 7 171
CHO082 Footwear and footwear parts:

EXPOIS . . 604 646 42 7.0

IMPOITS . .. e 11,105 11,714 609 55

Tradebalance ............ ... . i -10,501 -11,068 -567 -5.4

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 8
Minerals and Metals

The U.S. minerals and metals sector experienced anin contrast to this sector’s general trade pattern, at
81-percent increase in its trade deficit in 1994, to least one product segment experienced an improved
$24.3 billion, as strong industrial growth in the trade position in 1994. The trade deficit in indus-
United States caused a surge in U.S. sector importstrial fasteners of base metal declined by 15 percent
(table 8-1).  This follows an improvement in the ($133 million) in 1994 to $767 million, as U.S.
trade balance of 4 percent in 1993. The $10.9 bil- exports increased by 18 percent ($136 million) to
lion deficit increase in 1994 was almost entirely $879 million and U.S. imports remained essentially
attributable to a 23-percent increase in U.S. im- unchanged. U.S. exports of these products to Mex-
ports, which rose by $10.5 billion to $56.8 billion, ico increased by 71 percent ($105 million) due to
as U.S. exports during this period were essentially strong growth in certain industrial sectors of the
unchanged, declining 1 percent ($400 million) to Mexican economy and lower Mexican tariffs. In
$32.5 billion. addition, significant export increases occurred in
wire products of iron, steel, aluminum, copper, and
The increase in the trade deficit for the U.S. miner- nickel, which rose by 39 percent ($132 million) to
als and metals sector in 1994 was largely attribut- $469 million and in certain ores, concentrates, ash,
able to an increase in imports of steel mill products and residues, which rose by 58 percent ($110 mil-
of 43 percent ($3.7 billion) to $12.4 billion and a Jion) to $301 million.
decline in U.S. exports of precious metals and re-
lated articles (gold bullion) of 34 percent ($3.4 bil-
lion) to $6.5 billion. Steel mill product imports
were buoyed by strong automotive industry demand i
as U.S. )(/ehicI}é saleg neared historical ypeaks in US Bllateral Trade
1994. The decline in precious metals exports large- o ) . .
ly resulted from the cessation of transaction activi- The principal U.S. trading partners in the minerals
ties by certain Latin American and European cen- and metals sector were Canada, Mexico, Japan, the
tral banks. In 1993, certain foreign central banks United Kingdom, Germany, and Taiwan (figures 8-1
transferred large portions of their gold stocks from and 8-2). Aggregate U.S. imports from these coun-
the New York Federal Reserve Bank to accounts in tries accounted for 50 percent of total sector im-
European central banks (particularly in London) to ports, and U.S. exports to these countries accounted
take advantage of income-producing transactions,for 65 percent of total sector exports. The U.S.
permitted by European regulatory authorities, on trade deficit with these principal trading partners
these gold deposits. Most of this speculative trans-jncreased from $2.9 billion during 1993 to $7.5 bil-
fer of gold bullion ceased in early 1994. Also con- |ion during 1994, principally due to a 77-percent
tributing to the rise in the U.S. trade deficit in (g3 5 pillion) decline in the U.S. trade surplus with
1994 was an increase of 50 percent ($1.4 billion) in 1o United Kingdom. Total U.S. exports to the
o o e o sy Uned Kingdom decined by 46 percent (822 bi
: T ion), primarily due to a decline o .4 billion in
thetic gemstones of 12 percent ($690 million), to U.S. export shipments of precious metals and re-

$6.4 billion. Increased imports of minerals and ; )
: : - _lated products (gold bullion). The U.S. trade defi-
metals largely reflected higher economic and indus cit with Canada rose by 50 percent ($1.1 billion),

trial growth rates in the United States as major Eu- ) T
ropean and Asian industrial markets continued to largely due to an increase of $593 million in im-
experience the lingering effects of economic reces- POrts of unwrought aluminum and of $140 million
sion. Increased economic activity in the U.S. auto- In imports of unwrought copper and copper alloys;
motive, construction, and appliance industries total U.S. imports from Canada increased by 18
created strong demand for imported steel mill and percent ($2.0 billion). The trade deficit with Japan
aluminum products. In response, foreign products grew by 26 percent ($527 million), prompted by a
traditionally sold in European and Asian markets $506-million increase in U.S. imports of steel mill
were diverted into the stronger U.S. market. products from Japan.
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Table 8-1
Minerals and metals: U.S. exports of domestic merchandise, imports for consumption, and merchandise trade
balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

Canada ... 8,913 9,795 882 9.9
JAPAN 2,184 2,337 153 7.0
MEXICO .ottt 3,272 4,111 839 25.6
United Kingdom . ... 4,818 2,609 -2,209 -45.9
GeIMANY . ot e 850 1,031 181 21.3
TAIWAN . 1,120 1,118 -3 -0.2
Belgium ... 398 572 174 43.7
France ...... ... . 621 811 190 30.6
ChiNa . 407 385 -22 -5.4
KOrea ..o 1,055 1,094 39 3.7
AllOther .. 9,248 8,624 -625 -6.8

TOtal .. 32,887 32,487 -400 -1.2
EU-12 . 7,669 5,978 -1,690 -22.0
OPEC . 848 856 8 0.9
Latin AMerica . ...t e 4,883 5,825 942 19.3
CBERA 612 565 -47 -7.6
Asian Pacific Rim ... 6,566 7,283 717 10.9
ASEAN . . 910 1,092 182 20.0
Eastern EUrope . ... ... 35 38 3 9.8

U.S. imports for consumption:

Canada . ... 11,064 13,061 1,997 18.0
JAPAN 4,236 4,916 680 16.1
MEXICO .ottt 2,322 3,067 745 32.1
United Kingdom ... .. i 1,615 1,868 253 15.7
GeIMANY .\ttt e e s 2,401 2,898 498 20.7
TAIWAN . 2,467 2,697 231 9.4
Belgium . ... 1,874 2,114 240 12.8
France ... ... 1,304 1,606 302 23.2
China ..o 1,529 1,986 458 29.9
KOrea ..o 984 1,217 234 23.7
AllOther ... 16,449 21,344 4,895 29.8

Total . 46,246 56,778 10,533 22.8
EU-12 . 10,071 12,118 2,047 20.3
OPEC . 732 1,066 334 45.7
Latin America ... 5,405 7,353 1,948 36.0
CBERA 375 423 48 12.9
Asian Pacific Rim .......... ... . 10,513 12,282 1,769 16.8
ASEAN ..o 879 1,077 199 22.6
Eastern EUrOPE . . . ..ot 238 413 174 73.0

U.S. merchandise trade balance:

Canada ... -2,151 -3,266 -1,115 ®
JAPAN . -2,052 -2,579 -527 @)
MEXICO . .\ttt e e e 949 1,043 94 &)
United Kingdom ... 3,203 740 -2,463 )
GEIMANY ...ttt ettt e e e -1,551 -1,867 -317 ?
TAIWAN &\ttt e e e -1,347 -1,580 -233 ®
BelgiUm .. -1,476 -1,542 -66 ®)
FrANCE ..\ttt ettt e e -683 -795 -112 ®
CRINA e -1,122 -1,602 -479 ®
KOTBA . . vttt e e e e e 71 -123 -194 ®
AlLOtNET . 7,201 -12,721 -5,520 ®

TOMAl .« ottt -13,359 24,292 -10,933 ®
EU-12 oottt -2,402 -6,139 -3,737 ®
OPEC ..\ttt e 116 -210 -326 ®
Latin AMEMICA .. ...\ttt e e e -522 -1,528 -1,006 3
CBERA ..ttt 237 142 -95 )
Asian Pacific Rim ......... . -3,947 -5,000 -1,052 ®)
ASEAN .. 32 15 -17 ®
EASterN EUMOPE . . . oottt et e e e e e e -204 -375 -171 ®)

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 8-1
U.S. minerals and metals sector imports, 1994: Leading U.S. imports, by major sources, and
overall percentage change since 1993

UNITED KINGDOM
$1.9 BILLION
+16 PERCENT

CANADA
$13.1 BILLION
+18 PERCENT

$4.9 BILLION
+16 PERCENT

UNWROUGHT ALUMINUM, REFINED COP-
PER/ALLOYS, IRON ORES AND CONCEN-
TRATE, ALUMINUM WASTE AND SCRAP

BELGIUM
$2.1 BILLION
DIAMONDS, STEEL MILL PRODUCTS, +13 PERCENT

CERAMICS, METAL TOOLS & CUTLERY
%
1994 U.S. IMPORTS Ly
$56.8 BILLION 3
+23 PERCENT
$2.0BILLION CERAMIC ARTICLES, DIAMONDS, STEEL MILL PRODUCTS,
N

STEEL MILL PRODUCTS,
FASTENERS, GLASS, ALU-
MINUM PRODUCTS

NS

g

+30 PERCENT STEEL MILL PRODUCTS GLASS & GLASSWARE

SEMIFINISHED IRON AND
STEEL, STEEL MILL PROD-

UCTS, METAL TOOLS AND
CUTLERY, COPPER

GERMANY.
$2.9 BILLION

STEEL MILL PRODUCTS,
COPPER AND ALUMINUM

PRODUCTS, PRECIOUS
METALS

ARTICLES OF IRON AND
STEEL, COPPER PROD-
XS UCTS, INDUSTRIAL FAS-
TAIWAN TENERS, HARDWARE
$2.7 BILLION
+9 PERCENT

MEXICO
$3.1 BILLION
+32 PERCENT

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

U.S. imports of minerals and metals from Russia ment (NAFTA) in lowering trade barriers between
increased significantly in 1994, continuing the pat- both nations. The export increase to Mexico large-
tern established in 1993, which has added to aly consisted of articles of iron or steel, up 56 per-
growing U.S. trade deficit in this sector. Russian cent ($394 million) to $1.1 billion; aluminum and
producers accelerated the export of mineral andarticles thereof, up 27 percent ($128 million) to
metal assets in an effort to increase the nation’s $603 million; and copper and articles thereof, up
hard currency foreign exchange reserves. U.S. im-24 percent ($62 million) to $323 million.
ports of unwrought aluminum from Russia in-
creased 31 percent ($412 million) to $863 million
in 1994, following a $435 million increase in 1993. . .
Other significant import increases from Russia in CommOdlty AnalyS|S
1994 included flat-rolled iron and steel products (by
$302 million to $332 million); diamonds, not
mounted or set (by $97 million to $156 million), .
and unwrought platinum (by $45 million to $250 Steel mill P"OdUCtS 1
million).

U.S. imports of steel mill products totaled a record
The only selected nation with which the United $12.4 billion in 1994, supplying much of the in-
States experienced an improvement in its tradecrease in domestic consumption and increasing by
position in the minerals and metals sector in 1994 43 percent over the 1993 level of $8.7 hbillion.
was Mexico. The U.S. trade surplus with Mexico Total U.S. exports continued to increase in 1994,
increased by a modest 10 percent ($94 million) in but by a lesser amount and from a much lower
1994 as U.S. exports to Mexico advanced by 26 |evel than imports, rising by 8 percent ($218 mil-
percent ($839 million), while U.S. imports from Jion) to $3.0 billion. As a result, the trade deficit
Mexico increased by 32 percent ($745 million).
The increase in trade with Mexico reflected strong 1 For additional detail on imports and industry conditions

economic growth for both rjations in 1994 and the see USITCSteel Semiannual Monitoring Rep(irivestiga-
effects of the North American Free-Trade Agree- tion No. 332-327), USITC publication 2878, Apr. 1995.
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Figure 8-2
U.S. minerals and metals sector exports, 1994: Leading U.S. exports, by major markets, and
overall percentage change since 1993

JAPAN
$2.3 BILLION
+7 PERCENT

CANADA
$9.8 BILLION
+10 PERCENT

UNITED KINGDOM
$2.6 BILLION
-46 PERCENT

K ALUMINUM PRODUCTS,
' COPPER PRODUCTS,
CLAYS

ALUMINUM PRODUCTS,
GOLD, STEEL MILL
PRODUCTS

PRECIOUS METALS,
STEEL MILL PRODUCTS

ALUMINUM PRODUCTS

1994 U.S. EXPORTS
$32.5 BILLION
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STEEL MILL PRODUCTS,
ALUMINUM, HARDWARE,
INDUSTRIAL FASTENERS

MEXICO
$4.1 BILLION
+26 PERCENT

STEEL MILL PRODUCTS

GOLD, REFINED
COPPER/ALLOYS,
ALUMINUM PRODUCTS

GERMANY
$1.0 BILLION
+21 PERCENT

TAIWAN
$1.1 BILLION
-0.2 PERCENT

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

in steel mill products increased by 61 percent ($3.5 Flat-rolled products are typically consumed by the
billion) to $9.4 billion, while the level of import automotive industry, which experienced large in-
penetration rose from 14 percent in 1993 to 18 per- creases in demand for its products in 1994.

cent in 1994, in value terms. The deficit increase

was the third-largest experienced by any commodity Imports of flat-rolled plate, sheet, and strip rose by
group. 55 percent to $6.2 billion in 1994 and imports of

semifinished steel products (chiefly, slab and billet)

Strong domestic demand, fueled by strength in the SUrged 67 percent to $1.9 billion from the already
U.S. automotive industry, concurrent with relatively Nigh levels of 1993. A combination of strong de-

weaker demand for imported steel in foreign mar- mand, production cutbacks to enable scheduled
kets early in 1994, contributed to increased U.S. €duipment modernization, and high utilization lev-
imports during 1994. U.S. demand by end-users, €IS On remaining capacity imposed constraints on
steelmakers, and converters contributed to a 39-per-N€ @bility of domestic producers to satisfy orders.
cent increase (to $1.8 billion) in U.S. imports from AS @ result, much of the import increase in flat-
Japan, which remained the second-leading foreignrolled and semifinished products resulted from im-
steel supplier to the United States in 1994. Imports POrtS by U.S. steel producers and converters. In

from Canada, the leading foreign steel supplier with 2ddition, increased Chinese steel production for do-
18 percent of the total, increased by 6 percent mestic consumption and the subsequent reduction of

($136 million) to $2.3 billion in 1994. Imports Chinese steel imports, and slower economic growth

ia ; i in East Asia and the European Union (EU)-12
IL%T 1%?%%& frgr%regs?otiv sbuat;seta?ct)lagi,esrls;mﬁgionm?r:e compared with growth in the United States contrib-

1994, making Russia the 10th-largest foreign steel Uted to a trade shift to the U.S. market.

supplier, by value. Canada and Mexico remain the primary destinations

for U.S. exports of steel mill products, together ac-
Imports in all product categories increased during counting for 68 percent of the total. U.S. exports
1994, with the greatest increases occurring in flat-

rolled products and semifinished steel products (pri-  2y.s. imports of semifinished steel more than doubled to
marily slabs which are rolled into flat products). $1.2 billion between 1992 and 1993.
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of steel mill products to Canada increased by 16 for 68 percent of the total value of U.S. imports.

percent to $1.4 billion, while exports to Mexico in- Russia continued to supply an increasing share of
creased by less than 1 percent to $640 million. U.S. imports of platinum-group metals, up from 5

Because the automotive and machinery industries inpercent in 1993 to over 6 percent ($258 million) in

the United States and Canada are integrated to al994. As recently as 1991, Russia had not supplied
great extent, U.S. exports benefit from increased precious metals to the U.S. market. Unwrought

use of steel mill products by these industries in gold and precious metal waste and scrap accounted
Canada. On the other hand, newly privatized Mex- for almost 90 percent of the total value of exports.

ican steelmakers have restructured their operationsEurope, Canada, and Hong Kong were the most im-
and increased production in an effort to serve mar- portant markets for U.S. exports in 1994.

kets that have been traditionally supplied by U.S.

exporters. David Lundy

(202) 205-3439

On a product basis, the most significant changes in

1994 occurred in exports of carbon steel pipes and .

tubes which rose by 36 percent to $839 million and UnW[‘ought aluminum 3

accounted for 26 percent of U.S. exports of steel

mill products. Increased U.S. pipe exports resulted The U.S. trade deficit in unwrought aluminum in-
primarily from increased use of pipe in crude petro- creased by 66 percent to $3.3 billion from 1993 to
leum exploration and oil well development projects 1994, as increased imports supplied all the increase

in East Asia (Thalland, N parthUlar) and Canada. in U.S. apparent open market Consumption_ This
. deficit has continued to grow since 1991; the 1994
Peg MacKnight increase was the seventh-largest experienced by any
Charles Yost commodity group.

(202) 205-3432 ) )
U.S. imports of unwrought aluminum rose by 52

percent ($1.4 billion) to $4.2 billion in 1994, re-
flecting an increase in average price of nearly 57

Precious metals and related percent and a 34-percent rise in the volume of im-
l.- l ports of primary aluminum and aluminum scrap to
articies 2.9 million metric tons. Increased imports of these

) ) items occurred largely in response to reduced do-
The U.S. trade surplus in precious metals and re-pestic production of primary aluminum, due to rel-
lated articles dropped by $3.4 billion to $2.5 hillion  atively low prices and rising costs coupled with in-
and related articles showed no appreciable changeinqustries in the United States, including beverage
U.S. exports declined significantly, from $9.9 bil- can and automobile parts manufacturers. Canada
lion in 1993 to $65 billion in 1994 V|rtua."y a.” and RUSSia, two of the world’s |argest aluminum-
the change was a result of declining gold bullion nyroqucing countries, accounted for three-quarters of
exports to the United Kingdom and Switzerland. the increase in U.S. imports. Imports increased
from Canada because of cross-border ties between
" . Canadian suppliers and their U.S. automotive cus-
pean central banks have caused large variations ingers- inciuded in this increase are imports into

U.S. exports since 1993. These foreign banks in ~ .

anada from Russia that were processed and ex-
ggsgr?/zt Q:r?k Stoﬁ%ﬂve%ﬂ? iit 1thSNaer¥é \t(r(])ékﬁ;?de;ﬁ ported to the United States. U.S. imports of alumi-
f 1994 transf f ' Id stocks t P tgum metal from Russia continued to increase as
0 , ransters o some. goid SIocks 10 accountSp,,qsjan exporters sought hard-currency foreign ex-

in central banks in the United Kingdom and Swit- opan00 reserves in response to economic difficul-

zerland occurred because these banks allow incomeyine = | addition, tariff quotas imposed by the Eu-

producing transactions, such as interest-bearing ac'ropean Union on aluminum imports from Russia
counts, on gold deposits whereas Federal Reserve.qihted to diversion of some aluminum to the
deposits are only custodial. During 1993, foreign U.S. market. Increases also occurred in U.S. im-
stor\c/ks g‘; 9°|ddbuf|r“°r2 at thre x’\ilriwt \I(orkgl;es%er?:] Fire| ports of aluminum metal from Brazil and Venezuela
SEIVE droppe om approximatély . 9, EUIC \vhich together accounted for nearly 16 percent

T\(/Ijir:ferg)l gs’gz\icgetricégrr;rs]é a&zorgl?r%etopgr(i)(ljcé Fiﬁlgs ($227 million) of the total increase in U.S. imports.

trade statistics showed 545 metric tons of gold bul-
lion exported to the United Kingdom and Switzer- U.S. exports of unwrought aluminum increased by
land. Foreign gold stocks at the Federal Reservel6 percent ($125 million) to $896 million during
declined to 8,900 metric tons in early 1994 and 1994, reflecting the combined effects of an increase
remained at about that level for the rest of the
year. 3 Aluminum that has not been worked by mechanical

. . . means, such as by rolling, extruding, or forging. This com-
The top import suppliers in 1994 were Canada, modity group includes aluminum-containing ores (bauxite
South Africa, and Russia, which together accounted and alumina) and scrap in addition to aluminum metal.

The activities of certain Latin American and Euro-
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in average unit value (up 12 percent) and a higher-are thought to be derived from subsidiary gold min-
volume of exports (up 4 percent to 778,000 metric ing operations in the United States. Exports to
tons). Increased exports of aluminum scrap (up 69 France increased by 104 percent to $16 million and
percent to $285 million and up 49 percent to consisted primarily of larger (over one-half carat),
262,000 metric tons) accounted for most of the higher quality cut diamonds. U.S. exports of larg-

overall increase. Exports increased largely becauseer cut diamonds to more traditional markets de-
of declining U.S. dollar exchange rates vis-a-Vis ¢reased for the second year, from $4 million to $1

major trading partners, relatively low aluminum \ijion for Israel and from $3 million to $1 million
prices, and increased economic activity abroad in for the United Kingdom.

industries manufacturing aluminum and steel prod-
ucts. U.S. aluminum scrap exports increased to Linda White
nearly all major market destinations in 1994 with (202) 205-3427

the largest increases occurring in exports to Taiwan,

South Korea, Hong Kong, China, and Mexico,

where aluminum scrap was consumed in steel refin- .

ing (steel production increased in South East Asia Copper and I’e/ated artIC/eS

in 1994) and in the production of aluminum cast-

ings and forgings (principally of automobile parts).  gyrong U.S. copper demand, especially in the trans-

Charles Yost portation and construction sectors, caused U.S. im-
(202) 205-3432 ports of copper and related articles to increase by
28 percent to $2.7 billion in 1994. The growth in
imports was offset partially by a $255-million in-

Natural and synthetic crease in exports, resulting in a $332-million (66
percent) increase in the trade deficit.

gemstones

N ] Both the transportation and construction sectors are
by about 12 percent (3653 million) to $6.2 billion. glectrical/electronic systems, heat exchange applica-
As in the past several years, rising discretionary yions and builders’ hardware. In 1994, motor ve-
income continued to fuel domestic demand for nat- picjes and parts production increased by 14 percent
ural and synthetic gemstones (principally, cut dia- 5n4 e\ private housing starts increased by 13 per-
monds), causing imports to increase by 12 percentcem over 1993 levels. Wire and brass mills, the

to $6.4 billion. The combined value of U.S. im- L
principal producers of copper and copper alloy

ports from lIsrael, Belgium, and India—major dia- ; . .
mond-cutting and trading centers—increased by 11 Semifabricates, were reportedly operating at close to
full capacity levels during 1994.

percent ($473 million) to $4.7 billion. These coun-
tries continue to account for the bulk of imports,
representing 74 percent of the import value of natu-
ral and synthetic gemstones in 1994.

Quantity and price changes contributed to the in-
crease in import value. Positive developments in
the U.S. market combined with a modest expansion
An increased demand for better quality diamonds in European and Japanese consumption contributed
was reflected in a 24-percent increase in the aver-to an increase in the world price of copper. The

age unit price of U.S. diamond exports, contribut- London Metals Exchange settlement price for cop-
ing to a 16-percent ($37 million) increase in ex- per rose from an average of $0.87 per pound in
ports to $268 millior?. U.S. exports to most of the 1993 to over $1.00 per pound in 1994.

major markets improved during 1994. Exports to

Switzerland, Canada, Hong Kong, France, Japan,Refined copper products accounted for 70 percent
and India, which together accounted for 82 percentof the change in import levels in 1994, although

($219 million) of total U.S. exports of natural and there were also significant increases in imports of
synthetic gemstones in 1994, grew by 24 percent. certain semifabricated products (brass bars and rods,
With the exception of Canada and France, thesecopper tubes, and copper wire). Increased imports
countries are established jewelry-manufacturing and from Canada, Chile, Mexico, and Germany ac-

diamond markets. Exports to Canada consisted pri-cqnted for most of the change in total imports.

marily of smaller (not over one-half carat), lower \ysste and scrap articles accounted for most of the
quality cut diamonds and unsorted diamonds thatincrease in 1994 exports levels

4 Russia recorded the largest increase in gemstone sales to David Lundy
the United States, from $60 million in 1993 to $160 million in (202) 205-3439
1994. Russia was reportedly selling more than their agreed
amount outside the DeBeers network during this time in an
effort to collect much needed foreign-exchange revenue. 6 Although a smaller market than the six listed countries,

5 While the average unit price and the total value of dia- exports to Taiwan increased by 123 percent to $6.8 million, of
mond exports (up by nearly 20 percent to $183 million) in-  which cut diamonds account for 44 percent ($3.0 million) and
creased Iin 1994, the quantity of diamonds exported decreasegbiezo-electric quartz account for 43 percent ($2.9 million).
by 3 percent to 378,106 carats. Piezo-electric quartz is used primarily for electronics.
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Table 8-2
Minerals and metals sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993
usITC

code 2 Industry/commodity group 1993 1994 Amount Percent

Million dollars

MMO001 Clays and nonmetallic minerals and products, not
elsewhere specified or included:

EXPOMS .« oot 855 950 95 111

IMPOIS . .. 125 153 28 22.4

Tradebalance ........... ... i 730 797 67 9.2
MMO002 Certain miscellaneous mineral substances:

EXPOItS . oo 3 5 2 66.7

IMPOIS . .. 33 34 1 3.0

Tradebalance ............. ... -30 -29 1 3.3
MMO003 Iron ores and concentrates:

EXPOItS . oo 167 162 -5 -3.0

IMPOIS . .. 415 510 95 22.9

Tradebalance .............. .. i, -248 -348 -100 -40.3
MMO004 Copper ores and concentrates:

EXPOItS . oo 342 393 51 14.9

IMPOMS . .o 42 126 84 200.0

Tradebalance .............. . 300 267 -33 -11.0
MMO005 Lead ores and residues:

EXPOIS . . oo 14 23 9 64.3

40T oTo] £ £ ©) ©) ©) -37.2

Tradebalance ............ .. i 14 23 9 64.3
MMO006 Zinc ores and residues:

EXPOItS . .o 137 191 54 39.4

IMPOrtS . ... 18 18 0 0

Tradebalance ........... ... .. i, 119 173 54 45.4
MMOO07 Certain ores, concentrates, ash, and residues:

EXPOIS . . oot 191 301 110 57.6

IMPOIS . . 476 508 32 6.7

Tradebalance ........... ... ... . i, -285 -207 78 27.4
MMO008 Precious metal ores and concentrates:

EXPOIS . .o 3 16 13 433.3

IMPOMS . . 20 49 29 145.0

Tradebalance ......... ... ... ... i, -17 -33 -16 -94.1
MMO009 Certain nonmetallic minerals and articles:

EXPOMS . oo 861 944 83 9.6

IMPOIES . .. 1,438 1,820 382 26.6

Tradebalance ........... ... i -577 -876 -299 -51.8
MMO010 Industrial ceramics:

EXPOMS .« oot 387 411 24 6.2

IMPOITS . .. 330 356 26 7.9

Tradebalance ........... ... . 57 55 -2 -3.5
MMO011 Ceramic bricks and miscellaneous ceramic

construction articles:

EXPOMS . oo 17 19 2 11.8

IMPOIES . .. 22 15 -7 -31.8

Tradebalance ........... ... i -5 4 9 180.0
MMO012 Ceramic floor and wall tiles:

EXPOMS . oo 23 24 1 4.3

IMPOIS . .. 472 519 47 10.0

Tradebalance ........... ... . -449 -495 -46 -10.2
MMO013 Ceramic household articles:

EXPOrtS . ..o 110 105 -5 -4.5

IMPOMS ..o 1,426 1,563 137 9.6

Tradebalance ........... ... -1,316 -1,458 -142 -10.8
MMO014 Flat glass and certain flat glass products:

EXPOItS . oo 951 1,031 80 8.4

IMPOMS .« .t 698 864 166 23.8

Tradebalance ............ ... 253 167 -86 -34.0
MMO015 Glass containers:

EXPOrtsS . ... 133 127 -6 -4.5

IMPOItS . ..o 265 323 58 21.9

Tradebalance ..............c i -132 -196 -64 -48.5
MMO016 Household glassware:

EXPOItS . .o 167 192 25 15.0

IMPOrts . ... 568 643 75 13.2

Tradebalance ............ ... -401 -451 -50 -12.5
MMO017 Certain glass and glass products:

EXPOItS . .o 387 437 50 12.9

IMPOMS .« . o 408 518 110 27.0

Tradebalance ........... ... .. i -21 -81 -60 -285.

See footnotes at end of table.



Table 8-2— Continued
Minerals and metals sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars

MMO018 Fiber glass products:

EXPOItS . oo 387 448 61 15.8

IMPOIS . ..o 200 255 55 27.5

Tradebalance ............ ... ... 187 193 6 3.2
MMO019 Natural and synthetic gemstones:

EXPOItS . .o 231 268 37 16.0

IMPOMS . . oot 5,739 6,429 690 12.0

Tradebalance ........... ... ... i -5,508 -6,161 -653 -11.9
MMO020 Precious metals and related articles:

EXPOIS . . oo 9,895 6,531 -3,364 -34.0

IMPOMS . . oot 3,994 4,033 39 1.0

Tradebalance ........... ... ... i 5,901 2,498 -3,403 -57.7
MMO021 Primary iron products:

EXPOIS . . oo 8 12 4 50.0

IMPOMS . . oot 213 450 237 111.3

Tradebalance .............. . i, -205 -438 -233 -113.7
MMO022 Ferroalloys:

EXPOItS . ..o 95 87 -8 -84

IMPOIS . .. 760 777 17 2.2

Tradebalance ............. ... i, -665 -690 -25 -3.8
MMO023 Iron and steel waste and scrap:

EXPOIS . .o 1,323 1,269 -54 4.1

IMPOIS . . 182 238 56 30.8

Tradebalance ............. ... i, 1,141 1,031 -110 -9.6
MMO024 Abrasive and ferrous powders:

EXPOItS . ..o 398 432 34 8.5

IMPOIS . .. 545 595 50 9.2

Tradebalance ............. ... i -147 -163 -16 -10.9
MMO025 Steel mill products, all grades:

EXPOIS . .. 2,811 3,029 218 7.8

IMPOMS . . . 8,670 12,435 3,765 434

Tradebalance .............. ..., -5,859 -9,406 -3,547 -60.5
MMO026 Steel pipe and tube fittings, and certain cast products:

EXPOItS . .o 484 484 0 0

IMPOIS . ..o 310 367 57 18.4

Tradebalance ............ ... o i 174 117 -57 -32.8
MMO027 Fabricated structurals:

EXPOItS . .o 117 122 5 4.3

IMPOIS . ..o 85 109 24 28.2

Tradebalance .......... ... .. .. 32 13 -19 -59.4
MMO028 Metal construction components:

EXPOItS . .o 407 453 46 11.3

IMPOItS . .o 138 181 43 31.2

Tradebalance .......... ... .. ... 269 272 3 1.1
MMO029 Metallic containers:

EXPOIS . . oo 635 642 7 11

IMPOItS . .o 282 324 42 14.9

Tradebalance ............ ... ... 353 318 -35 -9.9
MMO030 Wire products of iron, steel, aluminum, copper,

and nickel:

EXPOIS . .ot 337 469 132 39.2

IMPOMS . . oot 668 984 316 47.3

Tradebalance ............. ... ... -331 -515 -184 -55.6
MMO031 Chain:

EXPOIS . . oo 326 401 75 23.0

IMPOItS . .o 556 651 95 17.1

Tradebalance ............ ... ... -230 -250 -20 -8.7
MMO032 Industrial fasteners of base metal:

EXPOIS . . oo 743 879 136 18.3

IMPOIS . .o 1,643 1,646 3 0.2

Tradebalance ............. ... i, -900 -767 133 14.8
MMO033 Cooking and kitchen ware:

EXPOIS . . oo 216 233 17 7.9

IMPOIS . . 881 1,001 120 13.6

Tradebalance ............. ... i, -665 -768 -103 -15.5
MMO034 Metal and ceramic sanitary ware:

EXPOS . .o 165 153 -12 -7.3

IMPOIS . .. 204 249 45 22.1

Tradebalance .............. ..o, -39 -96 -57 -146.2

See footnotes at end of table.
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Table 8-2— Continued
Minerals and metals sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
MMO035 Iron construction castings and other nonmalleable
cast-iron articles:
EXPOItS . . oot 29 26 -3 -10.3
IMPOIS . .. 57 72 15 26.3
Tradebalance ............. ... .o i -28 -46 -18 -64.3
MMO036 Copper and related articles:
EXPOIS . .o 1,562 1,817 255 16.3
IMPOMS . 2,068 2,655 587 28.4
Tradebalance ............. ... i -506 -838 -332 -65.6
MMO037 Unwrought aluminum:
EXPOIS . .o 771 896 125 16.2
IMPOMS .« . oot 2,774 4,221 1,447 52.2
Tradebalance ............. ... L. -2,003 -3,325 -1,322 -66.0
MMO038 Aluminum mill products:
EXPOItS © .ot 1,728 2,177 449 26.0
IMPOMS . . oo 1,096 1,446 350 31.9
Tradebalance ............. ... . 632 731 99 15.7
MMO039 Lead and related articles:
EXPOIS . . oo 64 70 6 9.4
IMPOIS . .o 97 149 52 53.6
Tradebalance ............. ... il -33 -79 -46 -139.4
MMO040 Zinc and related articles:
EXPOIS . . oot 58 67 9 155
IMPOIS . .o 746 813 67 9.0
Tradebalance ............ ... i -688 -746 -58 -8.4
MMO041 Certain base metals and chemical elements:
EXPOIS . . oot 808 923 115 14.2
IMPOITS . .. e 1,472 1,720 248 16.8
Tradebalance ............ ... i -664 =797 -133 -20.0
MMO042 Nonpowered handtools:
EXPOIS . . 1,315 1,455 140 10.6
IMPOITS . .. 1,789 1,939 150 8.4
Tradebalance ............. ... i, -474 -484 -10 2.1
MMO043 Cutlery other than tableware, certain sewing
implements, and related products:
EXPOIS . . oot 308 385 77 25.0
IMPOITS . .. e 525 585 60 114
Tradebalance ............. ... i, -217 -200 17 7.8
MMO044 Table flatware and related products:
EXPOItS . ..ot 21 28 7 33.3
IMPOITS . .. e 209 224 15 7.2
Tradebalance ............ ... i, -188 -196 -8 -4.3
MMO045 Certain builders’ hardware:
EXPOIS . . 553 620 67 12.1
IMPOITS . .. 646 709 63 9.8
Tradebalance ............. ... . i i, -93 -89 4 4.3
MMO046 Miscellaneous products of base metal:
EXPOIS . . 2,344 2,776 432 18.4
IMPOMS . o 2,936 3,502 566 19.3
Tradebalance ............. ... i -592 -726 -134 -22.6

1 |mport values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export

items for trade monitoring purposes.
3 Less than $500,000.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Chapter 9
Machinery

A $9.2 billion increase in U.S. imports of machin- commensurate with reciprocal reductions in trade
ery in 1994 more than offset the $5.4 billion rise in barriers, market-opening policies in several newly
U.S. exports of these products and turned a U.S.industrialized countries, and continued globalization
trade surplus of $1.2 billion into a $2.6 billion defi- of industries.

cit (table 9-1). The 12-percent rise in U.S. exports

from $44.4 billion in 1993 to $49.9 billion in 1994,

was countered by the 21-percent upturn in imports .

that amounted to $52.4 billion in 1994. The im- U.S. Bilateral Trade

port surge was led by strong U.S. demand for in-

jection molds and molding machinery for rubber Canada, Mexico, Japan, and the European Union
and plastics, semiconductor-manufacturing equip- (EU)-12 (most notably Germany and the United

ment, ignition wiring harnesses for motor vehicles, Kingdom) accounted for the vast majority of U.S.

tractors and other farm and garden equipment, auto-trade in machinery during 1994 (figures 9-1 and
motive air-conditioning and household refrigeration 9-2). Together, these U.S. trading partners were
equipment and parts, and metal-cutting machine responsible for 60 percent of total U.S. exports; 76
tools and parts. The sustained growth of the U.S.percent of U.S. imports; 75 and 76 percent of the
automotive market and lower interest rates, which change in U.S. exports and imports, respectively;
boosted capital equipment purchases and U.S.and 78 percent of the increase in the U.S. trade
construction activity, were principal contributors to deficit.

the robust U.S. demand for this equipment in 1994.
auip Canada was the leading U.S. export market for ma-

. . chinery in 1994, and the fourth-leading source of
The relatively slower expansion in U.S. exports of y s imports. U.S. exports to Canada rose by $1.6
machinery was concentrated in shipments to Canadajjjion (15 percent) in 1994 to $12.3 billion, or 25
and Mexico, which accounted for nearly one-half of percent of the annual U.S. total. U.S. imports of
the total annual increase during 1994. The imple- thjg equipment from Canada, on the other hand,
mentation of the North American Free-Tra(_je Agree- surged by 41 percent ($1.8 billion) to $6.4 billion,
ment (NAFTA) was a major impetus to increased herepy lowering the U.S. trade surplus with Cana-
U.S. machinery shipments to Mexico, despite the ga py $216 million to $5.9 billion. Canadian de-
devaluation of the Mexican peso in July 1994, mand was driven principally by an upturn in Cana-
The more significant devaluation of the peso on gian automotive production and rising farm income,
December 10, 1994, is expected to substantially im- a5 reflected by the major products contributing to
pact U.S. shipments of certain automobile parts andihe jncrease in U.S. exports: automotive air-condi-
electrical machinery products to Mexico in 15_?95. tioning equipment, farm and garden equipment, in-
The fact that some product categories experiencedgyated electrical wire and cable, and metal-cutting
strong increases in both imports and exports in machine tools. The major factors driving U.S. de-
1994, reflects growth in  two-way trade mand for these products in 1994 was the strong
U.S. motor vehicle market, a decline in U.S. inter-

1For a more detailed explanation of the fluctuation of the es_t r.ates, and an increase In U.S. farm Income.
peso in 1994, see “Exchange Rate Shifts” on p. 2-7 and the Principal categories of U.S. imports of machinery
country profile on “Mexico” on p. 2-20. from Canada in 1994 were injection and compres-

2This impact is expected to be somewhat mitigated by ~ sion molds for rubber and plastic automotive parts;

efforts of the Mexican Government to attract foreign capital  taps, cocks, and valves; and tractors and commer-

into export-oriented industries (notably the maquiladora in- ; ; : ;
dustry). See Ruben Mata, “NAFTA update: Steady U.S. bilat- cial and residential lawn and garden equipment.

eral trade growth with Mexico faces mixed prospects in e : .
1995,” Industry, Trade, and Technology Revi@gashington, An upturn of $1'8 billion (34_percent) in U.S. im-

DC: U.S. International Trade Commission (USITC) Mar. ports of machinery from Mexico pushed the annual
1995), pp. 1-4. total to $7.1 billion in 1994 and reversed the U.S.
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Table 9-1
Machinery: U.S. exports of domestic merchandise, imports for consumption, and merchandise trade balance,
by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

CaNAda 10,676 12,308 1,631 15.3
MEXICO .\ttt et 5,871 6,861 989 16.9
JaPAN e 2,154 2,582 428 19.9
GeIMANY . .ttt e et e e e s 1,626 1,665 39 2.4
United Kingdom ... 1,804 2,050 246 13.6
TAIWAN oot 1,347 1,437 90 6.7
ChiNa . 1,381 1,433 51 3.7
Korea ..... ..o 1,786 2,361 575 32.2
ALy 545 650 105 19.2
France .. ... 1,176 1,380 204 17.4
Allother ... 16,050 17,124 1,074 6.7

TOtal .. 44,417 49,850 5,433 12.2
EU-12 7,294 8,294 1,000 13.7
OPEC . 2,908 2,585 -323 -11.1
Latin AMENICA . ..ot 10,147 11,483 1,336 13.2
CBERA 1,125 1,266 141 12.6
Asian Pacific Rim ... 10,643 12,320 1,677 15.8
ASEAN ..o 2,644 3,138 494 18.7
Eastern EUrope . ... ... 175 187 12 7.1

U.S. imports for consumption:

CaNAA . 4,512 6,360 1,848 40.9
MEXICO ..ttt ettt 5,278 7,080 1,802 34.1
JAPAN 10,034 11,117 1,082 10.8
GIMIANY . ottt et e e 6,221 7,085 864 13.9
United Kingdom . ... ..o 2,085 2,488 403 19.3
TAIWAN oo 2,220 2,472 252 11.4
ChiNa . 1,918 2,390 473 24.6
KOMBA . .ttt et 827 1,035 208 25.1
ALy . 1,971 2,472 501 25.4
FranCe .. ... 1,053 1,245 192 18.2
Allother ... 7,121 8,698 1,577 221

TOtal .o 43,242 52,442 9,200 21.3
BU-12 o 12,795 15,046 2,251 17.6
OPEC . 62 87 26 415
Latin America ... 5,926 7,899 1,973 33.3
CBERA 85 97 11 13.2
Asian Pacific Rim ........ ... .. ... 16,301 18,566 2,265 13.9
ASEAN ..o 1,396 1,690 295 21.1
Eastern EUrOPE . . . ..ot 187 244 58 31.0

U.S. merchandise trade balance:

Canada ... 6,164 5,948 -216 ®
MEXICO . .\ttt et e e e 593 -219 -812 3
JAPAN .o -7,881 -8,534 -654 )
GEIMANY .o\ttt e ettt e ettt -4,595 -5,420 -825 ®
United Kingdom .......... i -281 -438 -158 3
TAIWAN .. ettt ettt -873 -1,036 -163 ®
ChiNA . -536 -957 -421 3
KOTBA o vttt et e e e 959 1,326 367 ®
1712 P -1,426 -1,822 -396 ®
FIANCE . ..ottt ettt 123 135 13 ®
Allother ... ... . 8,929 8,426 -503 ®)

TOtal . 1,175 -2,592 -3,767 ®
EU-12 -5,501 -6,752 -1,251 ®
OPEC . 2,846 2,498 -349 ®
Latin AMEMICA .. ...\ttt e e e 4,221 3,585 -637 @)
CBERA 1,039 1,169 130 ®
Asian Pacific Rim ......... . -5,658 -6,246 -587 ®)
ASEAN L 1,248 1,447 199 ®
EASterN EUMOPE . . . oottt et e e e e e e -12 -57 -46 ®)

1import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 9-1
U.S. machinery sector imports, 1994: Leading U.S. imports, by major sources, and overall
percentage change since 1993

UNITED KINGDOM
$2.5 BILLION

CANADA
$6.4 BILLION
+41 PERCENT

$11.1 BILLION
+11. PERCENT
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Py FARM AND GARDEN MACHINERY
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TAIWAN
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IGNITION WIRING HARNESSES,
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ELECTRIC MOTORS

GERMANY
$7.1 BILLION
+14 PERCENT

MEXICO
$7.1 BILLION
+34 PERCENT

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

trade balance with Mexico from a surplus of $593 domestic sales of motor vehicles and consumer
million in 1993 to a deficit of $219 million in  electrical appliances in 1994.

1994. This development occurred in spite of a
17-percent rise in U.S. exports to Mexico, which
reached $6.9 billion in 1994. The major sources o
increased U.S. imports from Mexico were ignition
wiring harnesses for motor vehicles, electric motors,
and catalytic converters, all products significantly
comprised of U.S. components that undergo sub-
stantial assembly operations in Mexico under the
provisions of U.S. tariff schedule item 9802.00380.

The increase in wiring harnesses alone, which are
the focus of substantial maquiladora assembly op-
erations by U.S.-based suppliers, was approximately
$800 million in 1994. Rising U.S. demand for

these products was largely attributable to strong

U.S. bilateral trade with Japan in machinery was
¢ dominated by imports, which rose by 11 percent in
1994 to $11.1 billion, and accounted for 21 percent
of the annual U.S. total. In spite of a 20-percent
increase in exports to Japan, which brought the
1994 total to $2.6 billion, the trade deficit in these
products grew by $654 million to $8.5 billion in
1994. The $1.1 billion growth in imports from Ja-
pan, which remained the single largest foreign
source, was principally supported by shipments of
semiconductor-manufacturing equipment, injection-
molding equipment and parts, industrial vibrators,
metal-cutting machine tools, farm and garden
equipment, and automotive air-conditioners and re-
frigeration compressors. The principal product
3 For further discussion of these and other similar assem- categories in which U.S. export increases to Japan
bly operations see USIT@roduction Sharing: Use of U.S. were concentrated were centrifuges and filtering

Components and Materials in Foreign Assembly Operations, €quipment and specialized semiconductor manufac-
1990-1993 USITC publication 2886, May 1995. turing equipment.




Figure 9-2

U.S. machinery sector exports, 1994: Leading U.S. exports, by major markets, and overall

percentage change since 1993

JAPAN
$2.6 BILLION
+20. PERCENT
CANADA
$12.3 BILLION
+15 PERCENT
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1994 U.S. EXPORTS
$49.9 BILLION
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NON-METAL WORKING MA-
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MENT, GAS TURBINES
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$8.3 BILLION
+14 PERCENT
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EQUIPMENT, TAPS, COCKS, AND VALVES

MEXICO
$6.9 BILLION
+17 PERCENT

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

U.S. trade in machinery with members of the
EU-12 was generally not favorable during 1994, as
the trade deficit with this bloc of countries in-

creased by $1.3 billion to $6.8 billion, on U.S. im- ]
ports of $15.0 billion and U.S. exports of $8.3 bil- Semiconductor

lion. Germany was by far the leading contributor manufacturing equipmem‘,
to this trend, as U.S. imports from this source rose .

Commodity Analysis

by 14 percent to $7.1 bilion and U.S. exports to
Germany posted only a 2-percent gain to $1.7 bil-
lion. The resulting trade deficit with Germany of
$5.4 billion represented 80 percent of the total defi-
cit with the EU-12 in machinery during 1994. The
leading German imports during 1994 were printing
and typesetting equipment, pumps for liquids, met-

al-cutting machine tools, and wrapping and packag-

ing equipment. German manufacturers of this

equipment have established strong competitive posi-

tions in U.S. markets through their world-renowned

craftsmanship, technological leadership, and niche

specialization.
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injection and compression
molds and machinery 4

The trade surplus in this broad grouping of prod-
ucts decreased by 19 percent to $1.2 billion in
1994, as a 33-percent increase ($2 billion) in im-
ports to $8.1 billion surpassed a more modest
23-percent increase ($1.7 billion) in exports to $9.3
billion.

4The major product groups in this category are industrial
robots, semiconductor-manufacturing machinery, injection
and compression molds, and other miscellaneous machinery
and equipment.



This significant increase in trade was spurred by these products that reached $3.3 billion in 1994.
activity in two major product categories: injection The resulting U.S. trade deficit in these products
and compression molding machinery, and equipmentincreased to $1.5 billion, considerably greater than

used to manufacture semiconductors.

Most import growth occurred in injection and com-
pression molds for rubber and plastics from Cana-
da. Imports of these products from Canada in-
creased by 222 percent ($722 million), to $1 billion
in 1994.
resulted from expanded use of large specialized
molds by the U.S. automotive industry, which con-
tinued to experience solid growth in demand for its
products in 1994. Canadian manufactures of this

equipment also gained a price advantage in the
U.S. market because of the decline in the value of

the Canadian dollar vis-a-vis the U.S doflarJapan
remained the largest source for U.S. imports of all
goods within the broader category; machinery and
machinery for semiconductor manufacturing, and
industrial vibrators spurred a 15-percent increase in
U.S. imports from Japan during 1994 (up $300 mil-
lion to $2.3 billion).

Export growth in this category was concentrated in
machinery for the production and assembly of
semiconductors and related parts ($720 million),
which constituted 42 percénbf the total increase
in exports.
the leading U.S. markets for these types of equip-
ment.
from the boom in construction of semiconductor
fabrication plants because of the growing demand
for semiconductors worldwide. For example, Tai-
wan reportedly plans to invest $8 billion in 10 new
fabrication plants between 1995 and 1398Much

of the recent growth in Southeast Asia is attributed
to offshore investment by Japanese firms.

Susan H. Lusi
(202) 205-2334

Insulated electrical wire and
cable and related products

the $573 million deficit registered in 1993, and
generally reflecting the strong U.S. markets during
1994 for bulk (wire and cable w/o fittings) and fin-
ished or semifinished (with fittings) wire and cable
products used in the assembly of motor vehicles,
electronic products (such as computers and office

Increased demand for Canadian molds machines), and electrical app”ances_

The bulk of the $1.25 billion-increase in U.S. im-
ports of these products ($933 million, or 75 per-
cent) was the result of accelerated entries from
Mexico, which accounted for 62 percent ($3.0 bil-
lion) of the U.S. total in 1994, up from 57 percent
in 1993. The vast majority ($2.5 billion) of im-

ports from Mexico consisted of wiring harnesses for
motor vehicles supplied by established U.S.-owned

f£ssembly operations using U.S. components to take

advantage of lower Mexican wages. The labor-in-
tensive production operations typically performed
consist of cutting U.S.-made insulated wire to
length, affixing the appropriate U.S.-made terminal
connecter to the end of each wire, and wrapping
the entire assembly. In recent years, foreign suppli-
ers of these automotive components to the U.S.
transplant operations of Japanese and European au-
tomakers have also established extensive operations

France, Japan, Korea, and Taiwan werealong the Mexican border, adding to the annual in-

flux. U.S. demand for these components was also

U.S. manufacturers have reportedly benefited heightened by strong U.S. sales of motor vehicles

during 1994.

The Philippines, Canada, and China, the next three
leading import suppliers in 1994, each recorded sig-
nificant increases of 42 percent (to $323 million),
27 percent (to $282 million), and 53 percent (to
$249 million), respectively. Imports from the Phil-
ippines were almost exclusively of ignition wiring
harnesses for motor vehicles for use in the U.S.
transplant operations of foreign automotive produc-
ers. Canadian entries were generally widespread
across all of the wire and cable categories repre-
sented in this grouping, with significant concentra-
tions of activity in low-voltage (80 volts and under)
wire not fitted with connecters (nfwc), intermediate-
voltage (81 to 600 volts) copper wire and cable
nfwc, and ignition wiring harnesses. During 1994,

Reflecting the increased use of assembly plants inU.S. imports from China consisted principally of

Mexico to make auto parts, U.S. imports of insu-

miscellaneous wire and cable rated at between 81

lated electrical wire and cable and related productsto 1,000 volts and fitted with connecters (fwc), wir-

rose from $3.6 billion in 1993 to $4.8 billion in
1994, or by 35 percent, totally eclipsing the 10-per-
cent ($298 million) increase in U.S. exports of

ing harnesses, and low-voltage wire fwc.

During 1994, each major product category of wire
and cable imports recorded double-digit increases.
The largest absolute and percentage increase by far

5The U.S. dollar strengthened by an average of 5 percentwas in ignition wiring harnesses, which rose from

vis-a-vis the Canadian dollar in 1994.

6 Excluding a significant increase in exports of parts of
construction equipment ($250 million) included in this group
of products, this percentage would increase to 50 percent.

79T9elephone conversation with industry official on May
11, 1995.

approximately $2.3 billion in 1993 to over $3.3 bil-
lion in 1994, or by 46 percent. This product cate-
gory accounted for nearly 70 percent of total U.S
imports of all insulated electrical conductors during
1994, up from 64 percent in 1993. Imports in the
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next leading category, miscellaneous wire and cablemachine tools that had been covered by voluntary
rated at between 81 to 1,000 volts and fwc, in- restraint agreements between these countries and
creased by 13 percent during 1994 to $549 million, the United States that expired at the end of 1993.

and represented 11 percent of the 1994 total. ] .
U.S. exports of metal-cutting machine tools, parts,

The growth in exports of insulated electrical con- and accessories rose by 28 percent ($361 million),
ductors was principally the result of an 11-percent to almost $1.7 billion in 1994. About 80 percent
rise ($83 million) in shipments to Canada, the se- of the increase in exports was to Canada and prin-
cond-leading export recipient, and of increases to acipally attributable to retooling by motor vehicle
scattering of considerably smaller foreign markets. and related equipment industries. U.S. exports of
The most notable of these developing markets for metal-cutting machine tools, parts, and accessories
U.S. exports in 1994 were the United Kingdom (up to China rose by 10 percent ($37 million) in 1994,
by 33 percent to $94 million), Korea (88 percent Exports to Mexico declined by 24 percent ($35
higher at $59 million), and Thailand (expanding by million) to $113 million in 1994 because of finan-
151 percent to $54 million). Exports of insulated cial instability in Mexico. Exports to Venezuela
electrical conductors to Mexico, the leading U.S. fell by 47 percent ($31 million) to $35 million in
market, were up only slightly in 1994, by 2 percent 1994 as large one-time orders were filled in 1993.

to $1.3 hillion. The three leading U.S. export .

categories in 1994, principally for use in Mexican Dennis Fravel
maquiladora assembly operations of U.S. auto part (202) 205-3404
suppliers, were ignition wiring harnesses (including

parts), which accounted for $1.4 billion, or 43 per-

cent of the annual total, coaxial wire and cable
($401 million, or 12 percent); and low-voltage wire Farm and garden

nfwc ($310 million, or 9 percent). machlnery and equ,pment

John Cutchin _ _
(202) 205-3396 The U.S. trade surplus in agricultural and garden

machinery fell by 48 percent ($603 million) to
$652 million in 1994, due principally to a 33-per-
cent increase in such imports to nearly $3.3 billion

I\/Ietal—cutting machine tOOIS, in 1994. Growing domestic demand for agricultural
: 8 machinery stems from steadily rising farm income
parts, and accessories reflecting higher commodity prices in 1993 and ex-

S ) ) panded crop acreage in 1994. Demand for farm

The U.S. trade deficit |n. metal-cuttlng machine and garden machinery was tempered Somewhat by
tools, parts, and accessories rose by 21 percentgroughts in the Southeast and flooding in the Mid-
from $897 million in 1993 to almost $1.1 billion i \yest in 1993. Rising consumer incomes also in-
1994. U.S. demand for these products has re-creased demand for residential lawn and garden
mained strong because of increased retooling forequipment. Demand for commercial lawn equip-
new models by motor vehicle and related equip- ment rose as the number of golf courses increased.
ment industries and lower borrowing costs that Apout one-third of the increase in imports was
spurr_ed ca_p|tal investments in the_general ma_tc_hm—from Japan, followed by Canada, the United King-
ery industries to raise manufacturing productivity. dom, Germany, and Italy. More than one-half of
The trade deficit may have been moderated sincethe increase in imports was of tractors and parts.
demand for new machines by the aerospace and
oil-drilling machinery industries continued to be U.S. exports of farm and garden machinery rose by
weak in 1994. almost 6 percent ($205 million) to $3.9 billion in

) . . 1994. Exports to Canada, Mexico, Australia, Ar-
U.S. imports increased by 25 percent ($546 million) gentina, and Russia rose significantly. However,
to $2.7 billion in 1994. Half of the increase was export gains were partially offset by declines in ex-
attributable to imports from Japan, which rose by ports to Saudi Arabia, the United Arab Emirates,
26 percent ($274 million) to $1.3 billion. Imports china, and Iran. Exports to Canada rose because
from Switzerland and Taiwan also rose significant- of rising Canadian net farm income. Exports to
ly. Because of weak demand in European and Jap-\exico rose in part because of agricultural land
anese markets during 1993-94, foreign metal-cutting reform measures launched by the Government of
at low prices to counter the lack of orders in their mechanize agricultural production. Mexican tariffs
home markets. Over half the increase in imports gn most farm machinery were eliminated in March

from Japan and Taiwan occurred in metal-cutting 1993 to facilitate Mexican imports. Exports to
Saudi Arabia fell because the Government of Saudi
8 Work-holders, tool-holders, and dividing heads. Arabia reduced its demand for grains from large
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commercial farms that purchased imported tractors component parts, such as compressors, for use in
and combines. heat pumps and supermarket display cases.

Dennis Fravel

U.S. exports of air-conditioning equipment and
(202) 205-3404

parts increased moderately, from $3.7 billion in

1993 to $4.1 billion in 1994. According to indus-

try sources, implementation of the NAFTA in Janu-

ary 1994 led to substantial growth in U.S. exports
to Canada and Mexico, which each grew by 16
percent, to $1.3 billion and $433 million, respec-

tively. The bulk of the trade is in automotive air-

Increased construction activity in the United States conditioners and compressors conducted between
helped boost U.S. imports of air-conditioning equip- parent corporations based primarily in the United

ment and parts by 20 percent ($611 million) to States and subsidiary companies in Northern Mexi-
$3.7 billion in 1994. With imports expanding fast- co and Southern Canada.

er than the moderate rise in U.S. exports, which

were sustained by gradual economic growth in ma- Saudi Arabia and Korea were also important mar-
jor foreign markets, the U.S. trade surplus in air- kets in 1994. While exports to Saudi Arabia were

Air-conditioning equipment
and parts

conditioning equipment and parts declined by $229
million in 1994, to $4.1 billion. A significant ex-

pansion in residential construction, home renovation to $189 million.

and improvements, and institutional building (for
example, correction facilities) in 1994 occurred
largely because of a decline in U.S. interest rates.

Rising imports of these products were attributable
to a rebounding U.S. market for air-conditioning
equipment and parts and to brisk import competi-
tion in select market niches. In 1994, the leading
foreign sources of air-conditioning equipment and
parts imports was Japan, followed by Mexico, Tai-
wan, China, and Germany.
creased by 9 percent ($75 million) to $873 million
in 1994, largely consisting of automotive air-condi-

relatively flat (4 percent growth to $216 million),
exports to Korea rose by 35 percent ($49 million)
An official Government of Korea
campaign to boost energy efficiency in the air-
conditioning equipment market, in conjunction with
rapidly increasing per-capita income, resulted in
brisk demand for these products. Principal exports
of these products to Korea consisted of household
condensing units with stand-alone or cabinet-type
compressors, window or wall type air-conditioners,
and dehumidifiers.

Other notable increases in U.S. exports of air-condi-

Imports from Japan in- tioning equipment and parts in 1994 were to China

and Thailand. U.S. exports to China increased by
61 percent ($49 million) to $127 million in 1994.

tioners and refrigeration compressors (less thanA significant amount of these U.S. exports con-

1-horsepower) for use in major household ap-
pliances and air-conditioning equipment. Imports
from Mexico increased by 45 percent ($153 mil-
lion) to $490 million in 1994. According to U.S.

industry sources, various leading producers of air- percent ($35 million) to $117 million.

conditioning equipment in Canada and the United
States increased production capacity in Mexico in
anticipation of NAFTA implementation. This in-

crease in production capacity resulted in the signifi-
cant level of these imports from Mexico in 1994.
The largest category of this equipment from Mexi-
co consisted of window or wall air-conditioners and

sisted of refrigeration component parts (for exam-
ple, compressors) for the institutional markets (ho-
tels and factories) in China. During the same
period, U.S. exports to Thailand increased by 43
Rapid eco-
nomic growth and significant construction activity
in Thailand resulted in a surge in U.S. exports of
all types of unitary equipment and of rotary com-
pressors.

Ruben E. Mata
(202) 205-3403
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Table 9-2
Machinery sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan. 1993-
Dec. 19941

Change, 1994 from 1993
usITC

code 2 Industry/commodity group 1993 1994 Amount Percent

Million dollars
MTO003 Pumps for liquids:

EXPOItS . .o 2,043 2,222 179 8.8
IMPOMS . . oot 1,477 1,777 300 20.3
Tradebalance ............. ... . L. 566 445 -121 -21.4
MTO004 Air-conditioning equipment and parts:
EXPOIS © .o 3,739 4,121 382 10.2
IMPOMS . . oot 3,055 3,666 611 20.0
Tradebalance .............. ... L. 684 455 -229 -33.5
MT005 Certain industrial thermal-processing equipment
and certain furnaces:
EXPOItS .« .o 1,532 1,879 347 22.7
IMPOMS . 794 1,003 209 26.3
Tradebalance ............. ... . 738 876 138 18.7
MTO06 Commercial machinery:
EXPOItS . .ot 1,870 2,031 161 8.6
IMPOMS . . oo 964 1,082 118 12.2
Tradebalance ............. ... L. 906 949 43 4.7
MT007 Electrical household appliances and certain
heating equipment:
EXPOIS . .ot 2,277 2,348 71 3.1
IMPOMS . o 3,570 3,858 288 8.1
Tradebalance ........... ... i -1,293 -1,510 =217 -16.8
MTO08 Centrifuges and filtering and purifying equipment:
EXPOIS « .ot 1,728 1,902 174 10.1
IMPOMS . . oot 706 1,067 361 51.1
Tradebalance ............. ... .l 1,022 835 -187 -18.3
MT009 Wrapping, packaging, and can-sealing machinery:
EXPOIS . . oot 672 792 120 17.9
IMPOMS . . oo 719 843 124 17.2
Tradebalance ............. ... i -47 -51 -4 -8.5
MTO010 Scales and weighing machinery:
EXPOIS . . oot 108 120 12 111
IMPOIS . .o 162 183 21 13.0
Tradebalance .............. ... i -54 -63 -9 -16.7
MTO13 Mineral processing machinery:
EXPOIS . . oot 539 569 30 5.6
IMPOITS . .. e 236 260 24 10.2
Tradebalance .............. ... .. ..l 303 309 6 2.0
MTO014 Farm and garden machinery and equipment:
EXPOIS . . 3,724 3,929 205 55
IMPOITS . .. e 2,469 3,277 808 32.7
Tradebalance .............. ... .. ..l 1,255 652 -603 -48.0
MTO015 Industrial food-processing and related machinery:
EXPOItS . ..ot 609 641 32 5.3
IMPOITS . .. 411 439 28 6.8
Tradebalance .............. ... .. ...l 198 202 4 2.0
MTO016 Pulp, paper, and paperboard machinery:
EXPOS . .. 655 644 -11 -1.7
IMPOIS . .. 709 893 184 26.0
Tradebalance ................. ... ... -54 -249 -195 -361.1
MTO17 Printing, typesetting, and bookbinding machinery
and printing plates:
EXPOIS . .. 1,125 1,094 -31 -2.8
IMPOITS . .. e 1,366 1,574 208 15.2
Tradebalance ................ ... ...l -241 -480 -239 -99.2
MTO018 Textile machinery and parts:
EXPOItS . ..ot 657 687 30 4.6
IMPOMS . o 1,843 1,833 -10 -0.5
Tradebalance ................. ... ...l -1,186 -1,146 40 3.4
MTO019 Metal rolling mills and parts thereof:
EXPOItS . oo 265 287 22 8.3
IMPOITS . .. 144 201 57 39.6
Trade balance ..., 121 86 -35 -28.9
MTO020 Machine tools for cutting metal and parts; tool
holders, work holders; dividing heads and
other special attachments for machine tools:
EXPOIS . .o 1,292 1,653 361 27.9
IMPOITS . ..t e 2,188 2,735 547 25.0
Tradebalance .............. ... ...l -896 -1,082 -186 -20.8

See footnotes at end of table.
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Table 9-2— Continued
Machinery sector: U.S. trade for selected industry/commodity groups, by specified periods, Jan. 1993- Dec.

19941
Change, 1994 from 1993
USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
MTO021 Machine tools for metal forming and parts thereof:
EXPOItS . oo 737 778 41 5.6
IMPOMS . . oot 644 913 269 41.8
Tradebalance ............. ... ... 93 -135 -228 -245.2
MTO022 Non-metalworking machine tools and parts thereof:
EXPOIS .« .o 665 861 196 29.5
IMPOMS . . oot 681 818 137 20.1
Tradebalance ............. ... . -16 43 59 368.8
MT023 Semiconductor equipment, robots, and other machinery:
EXPOIS . . oot 7,574 9,292 1,718 22.7
IMPOMS . .o oo 6,131 8,121 1,990 325
Tradebalance ........... ... 1,443 1,171 =272 -18.9
MT024 Taps, cocks, valves, and similar devices:
EXPOIS . . oot 1,665 1,909 244 14.7
IMPOMS . . oot 2,175 2,600 425 19.5
Tradebalance ............ ... i -510 -691 -181 -35.5
MTO026 Gear boxes and other speed changers; torque
converters; ball screws; flywheels and
pulleys; clutches and shaft couplings;
universal joints; and parts thereof:
EXPOIS .« .t 652 764 112 17.2
IMPOMS . . oot 1,102 1,412 310 28.1
Tradebalance ............ ... ..o, -450 -648 -198 -44.0
MTO027 Boilers, turbines, and related machinery:
EXPOIS . .ot 1,134 1,231 97 8.6
IMPOITS . .. 306 348 42 13.7
Tradebalance ........... ... ... i, 828 883 55 6.6
MTO028 Electric motors, generators, and related equipment:
EXPOItS .« .ot 2,925 2,955 30 1.0
IMPOMS .« o oot 2,974 3,457 483 16.2
Tradebalance ............. ... L. -49 -502 -453 -924.5
MTO029 Electrical transformers, static converters, and inductors:
EXPOIS . .ot 1,421 1,750 329 23.2
IMPOMS . . oot 2,467 2,713 246 10.0
Tradebalance ............. ... .. -1,046 -963 83 7.9
MT031 Portable electric handtools:
EXPOIS . . oot 323 357 34 10.5
IMPOIS . . 370 423 53 14.3
Tradebalance ........... ... ... -47 -66 -19 -40.4
MTO032 Nonelectrically powered hand tools and parts thereof:
EXPOIS . . oot 378 474 96 25.4
IMPOIS . .o 550 619 69 12.5
Tradebalance ............ ... i -172 -145 27 15.7
MTO034 Flashlights and other similar electric lights, light bulbs
and fluorescent tubes; arc lamps:
EXPOIS . . oot 712 811 99 13.9
IMPOIS . . 965 1,030 65 6.7
Tradebalance ............. ... . -253 -219 34 13.4
MT035 Electric and gas welding and soldering equipment:
EXPOIS . . oot 405 460 55 13.6
IMPOIS . .o 502 486 -16 -3.2
Tradebalance ............ ... i -97 -26 71 73.2
MTO036 Insulated electrical wire and cable, and conduit; glass
and ceramic insulators:
EXPOIS . . oot 2,991 3,289 298 10.0
IMPOMS . . oo 3,664 4,810 1,246 35.0
Tradebalance ........... ... -573 -1,521 -948 -165.4

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.

2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 10
Transportation Equipment

The U.S. trade deficit in transportation equipment construction and mining equipment trade surplus

widened significantly in 1994 to $24.2 billion, from $4.4 billion in 1993 to $3.5 billion in 1994.

compared with a deficit of $14.2 billion in 1993 Similarly, U.S. imports of internal combustion en-

(table 10-1). Despite solid export growth of 6 per- gines grew by 17 percent in 1994, driving the mo-

cent—fueled in part by improving economic condi- tor-vehicle engine trade surplus down to $864 mil-

tions in Canada and Western Europe—the sectorallion.  This import increase reflected the impact of

deficit worsened as a result of a $15.8 billion in- a sharp upturn in U.S.-based automobile and truck

crease in imports over 1993. This represented anproduction by U.S. and Japanese automakers. On

annual import growth rate of 14 percent. A large the positive side of the sectoral trade balance pic-

increase in the U.S. motor-vehicle trade deficit and ture, however, the U.S. surplus in miscellaneous ve-

a decline in the U.S. aircraft surplus were the pri- hicles (including tanks and other armored vehicles)

mary factors leading to the sharp decline in the grew by $724 million in 1994 to $1.7 billion,

overall transportation equipment trade position. largely as a result of a sizable increase in U.S. tank
exports to Saudi Arabia.

The rise in 1994 transportation equipment imports

can be attributed almost entirely to a surge in U.S.

import demand for motor vehicles. Total imports

of automobiles, trucks, buses, as well as bodies and .

chassis of these vehicles, grew by $10.6 billion in U.S. Bilateral Trade

1994 to $79.2 billion. Motor-vehicle imports alone

accounted for 62 percent of all U.S. transportation the |argest U.S. trading partners in the transporta-

equipment imports in 1994. Strong growth in sales 4o, equipment sector during 1994 were Canada, Ja-

eépécially from gapan and %:anada. AIthoughpsublfcanada remained _the Iargest single export market
or U.S. transportation equipment, accounting for 32

stantial export growth occurred during 1994 for percent of 1994 U.S. exports in the sector (figures

both motor vehicles (15-percent increase) and mo-
tor-vehicle parts (12-percent increase), these gainsiO-l and 10-2). Canada also emerged as the lead-

were not large enough to offset the sizable increaseNd U-S. transportation equipment import supplier in
in motor-vehicle imports. 1994, surpassing Japan. Together, Canada and Ja-

pan accounted for $87.7 billion in U.S. transporta-

The size of the sectoral deficit was magnified by a tion equipment imports in 1994—68 percent of to-
substantial decline in sales of U.S. large civil air- tal sectoral imports. The principal traded goods in
craft (LCA) in key foreign markets. Continuing this sector are motor vehicles, motor-vehicle parts,
cutbacks in purchases of aircraft by world airlines, and aircraft, which together represented 74 percent
coupled with an ongoing contraction of military of combined U.S. imports and exports during 1994.
spending, pushed U.S. exports of aircraft, space-
craft, and parts down to $28.6 billion, a 7-percent The $13.4 billion increase in U.S. imports of auto-
decline from the corresponding 1993 figure. U.S. mobiles, trucks, and buses from Japan represented
sales of aircraft to China and Taiwan were particu- the single largest 1994 bilateral shift in the sector.
larly hard-hit in 1994, declining by 18 and 20 per- Although U.S. exports of motor vehicles increased
cent, respectively. to $21.4 billion in 1994, large increases in imports
from Japan and Canada easily offset this positive
Significant import growth was also apparent in change. Moreover, a decline in orders for U.S. air-
1994 for construction and mining equipment. craft from China, Taiwan, and Malaysia pushed
Strong U.S. demand for excavating equipment from U.S. aircraft exports down by $2.1 billion in 1994,
Japan and Belgium helped reduce the U.S. lowering the aircraft trade surplus to $22.1 billion.
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Table 10-1
Transportation equipment: U.S. exports of domestic merchandise, imports for consumption, and merchandise
trade balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars

U.S. exports of domestic merchandise:

CaNAda . 28,884 33,452 4,568 15.8
JaPAN . 5,704 7,345 1,640 28.8
MEXICO ..\ttt 7,005 8,169 1,164 16.6
GeIMANY .ttt et e e e s 3,550 3,286 -264 -7.4
United Kingdom ... 4,714 5,183 469 10.0
FranCe ... 3,703 3,237 -466 -12.6
KOTBA . .ttt 2,196 2,675 479 21.8
TAIWAN o 3,557 2,980 -577 -16.2
Netherlands . ... o 1,689 2,276 587 34.8
ChiNa . 3,337 2,558 =779 -23.4
Allother ... 34,166 33,088 -1,078 -3.2
TOtal .. 98,505 104,249 5,745 5.8
EU-12 17,291 18,285 994 5.7
OPEC . 7,012 6,039 -973 -13.9
Latin AMENICA . ..ot 13,144 14,814 1,669 12.7
CBERA 1,214 1,352 138 11.4
Asian Pacific Rim ........... 23,740 23,981 241 1.0
ASEAN ..o 6,238 5,324 -914 -14.7
Eastern EUrope . ... ... 548 347 -201 -36.7
U.S. imports for consumption:
CaNAA . 38,297 44,081 5,783 15.1
JAPAN 38,361 43,581 5,221 13.6
MEXICO .\ vttt et 8,047 9,837 1,790 22.
GIMIANY . ottt ettt e e 8,069 9,221 1,153 14.3
United Kingdom . ... 4,296 4,867 571 13.3
France .. ... 5,291 5,128 -162 -3.1
Korea ... ... 1,298 2,063 765 59.0
TAIWAN oot 681 779 98 14.4
Netherlands . ... 830 671 -159 -19.2
ChiNa .o 282 358 76 27.1
Allother ... 7,213 7,858 646 9.0
TOtal .o 112,664 128,444 15,781 14.0
BU-12 o 21,318 22,826 1,508 7.1
OPEC . 111 164 53 48.1
Latin America . ...t 9,071 10,960 1,890 20.8
CBERA 14 19 5 35.3
Asian Pacific Rim .......... .. 41,399 47,653 6,254 15.1
ASEAN ..o 439 532 93 21.2
Eastern EUrOPE . . . ..ot 127 168 41 324
U.S. merchandise trade balance:
Canada ... -9,413 -10,629 -1,215 ®
JAPAN -32,656 -36,237 -3,580 ®
MEXICO .\ttt et e e e -1,042 -1,667 -626 ®)
GEIMANY . .ttt ettt ettt et e -4,519 -5,935 -1,416 ®
United Kingdom .......... i 417 316 -102 ?
13 Y -1,588 -1,891 -303 ®
KOTRA vttt e e e 898 612 -286 &)
JLE: 117 A 2,876 2,201 -675 ®
Netherlands . . ......ori e 859 1,605 746 ®
China .. 3,056 2,200 -856 Q)
Allother ... 26,953 25,230 -1,723 ®
TOtal . -14,159 -24,195 -10,036 ®
EU-12 -4,027 -4,541 -514 ®
OPEC . 6,902 5,875 -1,027 ®
Latin AMEMICA .. ...\ttt e e 4,074 3,853 -220 &)
CBERA 1,199 1,333 133 ®
Asian Pacific Rim ....... ... . -17,659 -23,672 -6,013 ®)
ASEAN L e 5,800 4,792 -1,008 ®
EAStrN EUMOPE . . . o\ ee e et e e e e e e e e 421 179 -242 6]

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 10-1
U.S. transportation equipment sector imports, 1994: Leading U.S. imports, by major sources,
and overall percentage change since 1993

UNITED KINGDOM
$4.9 BILLION
-+13 PERCENT

$44.1 BILLION
$43.6 BILLION +15 PERCENT

+14. PERCENT

CARS, MOTOR-VEHICLE
PARTS, AND ENGINES

AIRCRAFT AND
AIRCRAFT ENGINES

’ CARS, MOTOR-VEHICLE
PARTS, AND ENGINES

1994 U.S.IMPORTS
$128.4 BILLION
+14 PERCENT

AIRCRAFT AND
AIRCRAFT ENGINES

MOTOR-VEHICLE PARTS,
ENGINES AND CARS

GERMANY
$9.2 BILLION
-+14 PERCENT

MEXICO
$9.8 BILLION
+22 PERCENT

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

Commodlty AnalySiS billion, respectively) of total U.S. imports. Japan

and Canada accounted for about 41 percent and 33
percent, respectively, of the rise in U.S. imports.
These increases were attributable to the continuing

Automobi/es l'fUCkS bUSES recovery of the U.S. automobile market in 1994.
) ! T ! While the value of U.S. imports from Japan in-
and bodies and chassis creased, the number of vehicles imported did not,

in part reflecting price increases that followed the

The U.S. trade deficit in automobiles, trucks, buses, @PPreciation in the value of the yen during 1994.
and bodies and chassis increased by $7.8 billion toJapanese producers did not increase the prices of
$57.9 billion in 1994. The U.S. deficit with Japan their U.S.-marketed vehicles proportionately to in-
and Canada accounted for 51 percent ($29.3 bil-Creases in the value of the yen.

lion) and 33 percent ($19.3 bhillion), respectively, of . -

the)total U.S.ptrade dc(eficit for the )sectof. Theydefi— U.S. exports increased by $2.8 billion (15 percent)
cits with Japan and Canada increased by $2.6 bil-I" 1994, to $21.4 billion. The largest rise ($2.1

; - : T billion) was to Canada, which received 53 percent,
fon and $2.3 bilion, respectively, despite increased o114 billion of the 1994 fotal. U.S.-owned

General Motors, Ford, and Chrysler increased their
U.S. imports of automobiles, trucks, buses, and bo- share of the Canadian market, primarily at the ex-
dies and chassis totaled $79.2 billion in 1994, rep- pense of Japanese-owned automakers. U.S.-owned
resenting an increase of $10.6 billion (16 percent)
from 1993. Imports from Japan and Canada each 1 jonhn K. Teahen, Jr., “Japanese Prices Far Behind Yen
accounted for 39 percent ($31.2 billion and $30.7 Rise,” Automotive NewsMay 15, 1995, p. 1.
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Figure 10-2
U.S. transportation equipment sector exports, 1994: Leading U.S. exports, by major
markets, and overall percentage change since 1993

JAPAN
$7.3 BILLION
+29 PERCENT

\ CANADA
\ $33.5 BILLION

Y +16 PERCENT

$18.3 BILLION
+6 PERCENT

AIRCRAFT, MOTOR-VEHICLE

AUTOMOBILES, MOTOR-
PARTS AND ENGINES

VEHICLE PARTS AND
ENGINES

AIRCRAFT ENGINES
AND PARTS

1994 U.S.EXPORTS
$104.2 BILLION
+6 PERCENT

AIRCRAFT AND
AIRCRAFT ENGINES

MOTOR-VEHICLE PARTS
AND ENGINES

CHINA
$2.6 BILLION
-23 PERCENT

MEXICO
$8.2 BILLION
+17 PERCENT

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

automakers used their diverse product line of light- largely attributable to the increasing international
duty trucks to take advantage of strong growth in competitiveness of U.S. parts makers, and the dom-
that segment of the Canadian market. U.S. firms inance of U.S. parts makers in leading edge techno-
have also increased their competitiveness vis-a-vislogical developments, such as safety and environ-

Japanese automakers, all of which have raised themental systems. Moreover, the production
prices of vehicles they sell in North America fol- rationalization strategies of the U.S. Big Three au-
lowing the appreciation in the value of the yen. tomakers within North America contributed to in-

. creased trade with Canada and Mexico.
Michael Hagey

(202) 205-3392

Imports of certain motor-vehicle parts in 1994 rose

. . 2 by $1.4 bilion to $16.0 billion, a 10-percent in-
Certain motor-vehicle parts crease over 1993. U.S. imports from Canada, the
leading foreign source for auto parts, rose by 8 per-

The U.S. trade surplus in motor-vehicle parts grew cent to $6.4 billion in 1994. Imports of auto parts
by nearly $778 million to $4.6 billion in 1994. from Japan, the second-leading source of these
This improvement in the U.S. trade position was products, increased by 11 percent, to $4.2 billion in
1994. This latter increase was principally attribut-
2 products contained in this group include body stamp- able to increased U.S. production of automobiles by
ings, bumpers, brakes and parts, gear boxes, axles, wheels, the Japanese transplants, which rose by over 10
shock absorbers, radiators, exhaust systems, clutches, steeringercent in 1994 to over 2 million vehicles. Imports

wheels, and miscellaneous parts and accessories. Total pro- : : :
duction of these parts accounted for approximately 70 percentfrom_ the.th'rd'leadmg foreign source of aut_o_ par'FS'
of the value of all motor-vehicle parts and accessories pro- Mexico, increased by 3 percent to $2.1 billion in

duced worldwide in 1994, 1994.
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U.S. exports of certain motor-vehicle parts rose by exports were to Taiwan ($428 million), China ($389
$2.2 billion to $20.7 billion in 1994, representing a million), and India ($376 million). These declines
12-percent increase. U.S. exports to Canada, thewere primarily the result of decreased U.S. ship-
leading export market, rose by 14 percent to $11.8 ments of LCA.

billion in 1994, responding to a slight increase in

car and truck production in that market. U.S. ex- The leading foreign markets for U:S' aircratt,
ports to Mexico, the second-leading export market, spacecraft, and related parts exports in 1994 were

S Japan, the United Kingdom, and China. Japan re-
rose by 9 percent to $4.4 billion in 1994, respond- * S ;
ing toya 1%-percent increase in Mexican ca[r) and ceived $3.3 billion in exports in 1994, a 19-percent
truck production. Japan reestablished itself as the!Ncrease from 1993; the United Kingdom received

third-leading export market, with U.S. exports rising >2-8 billion, up by 7 percent over 1993; and China
by 15 pergent ao $640 million in 1994.p This in? received $1.8 billion in U.S. exports, an 18-percent

; ; decrease from 1993. LCA accounted for 62 per-
crease likely was attributable to efforts by Japanese . X
automakers to increase the use of foreign parts ingent of #'S' exports tto Jfa?%wAa?d éhr? United Kl?gd-
their domestic auto production, and to the signifi- 2°M. Whereas exports o 0 thina amounte

o ; ; to more than 90 percent of all aircraft exports.

cant appreciation of the yen in 1994, which made X ;
U.S. auto parts comparatively less expensive. U.S. exports to Japan and the U_mted Kingdom
were largely designed to meet projected demand,

Among the top 10 U.S. export markets for certain whereas U.S. exports to China were largely re-
motor-vehicle parts, significant percentage increasesquired to meet immediate demand for air-trans-
in 1994 exports were recorded for Belgium (44 per- portation service.

cent) and Australia (55 percent). Australia’s new
vehicle market grew in 1994, prompting Ford to
expand production there. Industry sources report
that this recovery followed 4 years of low vehicle
sales. Moreover, in 1993, Australia reduced local-
content requirements and tariffs on imported auto
parts, thereby making the market more accessible to
U.S. auto parts producers. Industry sources report
that Belgian car and truck production increased by
approximately 15 percent in 1994. Increased ve-
hicle production and U.S. auto parts exports are
likely attributable to Ford, which has begun produc-
ing what it calls its World Car, the Mondeo, in
Belgium.

Imports of aircraft, spacecraft, and parts rose by
$176 million, (3 percent) during 1994, to $6.4 bil-
lion. France, Canada, and the United Kingdom
were the leading sources of these imports, account-
ing for 69 percent of total U.S. imports. Imports
from France, the leading source of these products,
declined by $120 million to $1.9 billion (down 6
percent) during 1994. LCA, such as French-as-
sembled Airbus aircraft, represented 41 percent
($788 million) of these imports from France,
compared with 63 percent in 1993. Typically, or-
ders for LCA are made 2 years in advance of their
deliveries. The decline in 1994 foreign deliveries
to U.S. airlines may be explained by the lack of
Laura Polly profitability of U.S. airlines in 1992.

(202) 205-3408 Imports from Canada rose by 27 percent to $1.6

billion during 1994. Imports from Canada largely

. consisted of completed turbofan aircraft weighing
Alrcraft, Spacecraft, and under 33,000 pounds and parts for aircraft. Such
aircraft are typically used in both commuter and

parts business applications, whereas the parts are used in
) . many types of aircraft. The rise in imports re-

The U.S. trade surplus in aircraft, spacecraft, andflected the recovering U.S. market for these prod-
parts declined by $2.3 billion (9 percent) in 1994, ycts. Imports of parts for aircraft from the United
to $22.1 billion. This slide was the result of the Kingdom amounted to $454 million in 1994 and

continued contraction in the global market for large represented more than one-half of total U.S. im-
civilaircraft (LCA), and the worldwide trend to- ports from that country.

ward downsizing military forces. The primary mar-

ket for LCA consists of the world airlines. During Peder Andersen
1994, these airlines were recovering from unprece- (202) 205-3388
dented financial losses incurred during the early

1990s; therefore, many orders and deliveries of . ..

LCA were either deferred or canceled. Deliveries Construction and mining

of military aircraft were similarly affected, largely :

due to slow economic growth in important markets equment

and defense restructuring. . . -
g The U.S. trade surplus in construction and mining

U.S. exports of aircraft, spacecraft, and parts de-equipment declined by $866 million to $3.5 billion
clined by $2.1 billion (7 percent), to $28.6 billion in 1994, due largely to the increased value of im-
in 1994. The most significant decreases in U.S. ports from most of the major supplying countries,
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particularly Japan and Belgium. This continued the for engines in the United States grew in 1994, par-
decline in the trade surplus in this equipment from ticularly in the diesel truck market. Production of
its peak of $5.3 billion in 1991. U.S. cars grew by 10 percent in 1994, while U.S.

) ) o ) truck production increased by 17 percent.
U.S. imports of construction and mining equipment

rose by 51 percent ($1.2 billion) to $3.5 billion in U.S. imports of engines rose by $1.1 billion (17
1994. U.S. imports from Japan, the leading foreign percent), to $7.4 billion in 1994. Imports from the
source of these products, grew by 30 percent toleading source, Japan, increased by 19 percent, to
$1.1 billion in 1994. Imports of excavators, which $2.6 billion in 1994. This increase was primarily
accounted for about one-half of Japanese shipmentsattributable to an increase in vehicle production by
rose by 27 percent in response to Strong U.S. de_Japanese'OWned automobile assembly plants |n.the
mand and limited U.S. production. Imports from United States. Imports from the second-leading
both Belgium and Brazil tripled to $358 million source, Canada, increased by just 4 percent, to $1.9
and $102 million, respectively. U.S.-owned Cater- billion in 1994. However, a significant increase in
pillar is believed to have sourced equipment (for imports came from the third-leading supplier, Mexi-
example, excavators) from its Belgian and Brazilian €0 U.S. imports of Mexican engines increased
factories during the ongoing United Auto Workers from $526 million in 1993 to $879 million in 1994,
labor strike that began in June 1994 at its U.S.Or by 67 percent. This sharp increase was attribut-
operation$ The increase in the value of U.S. able to expanded engine capacity in Mexico by
equipment imports was also partially attributable to U-S. and other foreign manufacturers that supply
the depreciation of the U.S. dollar relative to major their U.S. vehicle assembly plants with engines
supplying countries’ currencies, which increased the from Mexico.

unit price of imported equipment and inflated the ;g exports of engines rose by $0.8 billion (11
value of imports. percent), to $8.3 billion in 1994. Exports to the
leading market, Canada, increased by 10 percent, to
$4.4 billion in 1994. Exports to the second-leading
market, Mexico, increased by 22 percent to reach
$1.1 billion in 1994. The latter increase was attrib-
utable to an 11-percent increase in car production,
and a 6-percent increase in truck production in
Mexico in 1994. Exports to the third-leading mar-
ket, Australia, increased by 12 percent, to $336
million in 1994. The Australian motor-vehicle
market improved dramatically in 1994, spurring in-
creased vehicle production.

U.S. exports of construction and mining equipment
rose by 5 percent ($296 million) to $6.9 billion in

1994. U.S. exports to Canada and Mexico, two of
the leading U.S. markets in 1994, increased by 32
percent (to $983 million) and 37 percent (to $488
million), respectively. Industry sources indicate that
the North American Free-Trade Agreement (NAF-
TA) was instrumental in the growth of U.S. exports

to these countries. U.S. exports to Venezuela,
which rose by 34 percent to $510 million, primarily

consisted of drilling equipment for oil wells and

gas fields. Demand for these products was stimu- Laura Polly
lated by the relaxation of foreign investment re- (202 205-3408
strictions in the Venezuelan hydrocarbon sector in

1993 and the related increase in offshore explora-

tion. Miscellaneous vehicles and

Deborah A. McNay  transportation equipment 4
(202) 205-3425

The U.S. trade surplus in miscellaneous vehicles
and transportation equipment increased by $724

; ; million to $1.7 billion in 1994, due largely to the
lnterna/ combustlon plston increased value of U.S. exports to Saudi Arabia.
1 This reversed the decline in the trade surplus,
englnes’ Other than fOI’ which had fallen to $976 million in 1993 from $1.5
aircraft billion in 1992.

L , . The level of U.S. imports of miscellaneous trans-
The U.S. trade surplus in internal combustion pis- yortation equipment remained relatively unchanged,
ton engines (for motor vehicles) decreased by $246i43ling $1.5 billion in 1994. U.S. imports from

million in 1994, to $846 million. Although U.S.  canada, the leading import source of these prod-
exports of engines increased in 1994, imports in- o5 declined by 15 percent to $689 million in
creased by a slightly larger margin. The demand

4Included in this sector are—snowmobiles, golf carts,
3“UAW Officer Casstevens Wants to Delay Retirement; and all-terrain vehicles; tanks and other armored fighting ve-

UAW Says No,” NewsEDGE/LAN, May 5, 1995, aMh- hicles; special purpose motor vehicles (for example, fire
chinery Outlook“1st half U.S. machinery trade figures yield  trucks, concrete mixers, wreckers); wheelchairs; truck trailers;
interesting trends,” Sept. 1994, p. 15. and parts thereof.

10-6



1994. This decline was principally attributable to a percent of this total was accounted for by tanks and

29-percent drop in imports of all-terrain vehicles. other armored fighting vehicles (with tracked run-
: , . nhing gear), exports of which increased by seven-

U.S. exports of miscellaneous transportation equip- 514 to $730 million in 1994.

ment rose by 29 percent ($715 million) to $3.2 bil- '

lion in 1994. This growth was driven by a

246-percent increase in U.S. exports to Saudi Ara- Deborah A. McNay

bia, which totaled $845 million in 1994. About 86 (202) 205-3425
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Table 10-2
Transportation equipment sector: U.S. trade for selected industry/commodity groups, by specified periods,
Jan. 1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
MTO001 Aircraft engines and gas turbines:
EXPOIS . .o 8,266 8,467 201 24
IMPOMS . .o 5,735 5,825 90 1.6
Tradebalance ........... ... .. i 2,531 2,642 111 4.4
MTO002 Internal combustion piston engines, other than for aircraft:
EXPOIS « .o 7,450 8,288 838 11.2
IMPOMS . . oot 6,340 7,424 1,084 17.1
Tradebalance ........... ... i, 1,110 864 -246 -22.2
MTO11 Forklift trucks and similar industrial vehicles:
EXPOIS . . oot 566 691 125 221
IMPOMS . .o oo 721 955 234 325
Tradebalance .............. ... -155 -264 -109 -70.3
MTO012 Construction and mining equipment:
EXPOIS . . oot 6,651 6,947 296 4.5
IMPOMS . . oot 2,299 3,462 1,163 50.6
Tradebalance .............. ... . 4,352 3,485 -867 -19.9
MTO025 Ball and roller bearings:
EXPOMS . . oot 719 801 82 114
IMPOITS . .. 1,114 1,302 188 16.9
Tradebalance .............. ... . ...l -395 -501 -106 -26.8
MT030 Primary cells and batteries and electric storage batteries:
EXPOIS . . 957 1,125 168 17.6
IMPOITS . ..t 1,079 1,441 362 33.6
Tradebalance ............. ... ... ...l -122 -316 -194 -159.0
MTO033 Ignition, starting, lighting, and other electrical equipment:
EXPOIS . . 1,432 1,409 -23 -1.6
IMPOITS . .. 1,495 1,699 204 13.6
Tradebalance ................ ... ...l -63 -290 -227 -360.
MTO037 Rail locomotive and rolling stock:
EXPOIS . . 574 750 176 30.7
IMPOMS . .o 729 1,161 432 59.3
Tradebalance .............. ... .. ... -155 -411 -256 -165.2
MT038 Automobiles, trucks, buses, and bodies and chassis
of the foregoing:
EXPOIS . . 18,555 21,365 2,810 15.1
IMPOIS . .. 68,607 79,240 10,633 155
Tradebalance .............. ... .. ...l -50,052 -57,875 -7,823 -15.6
MTO039 Certain motor-vehicle parts:
EXPOIS . . 18,469 20,685 2,216 12.0
IMPOMS .. 14,646 16,085 1,439 9.8
Tradebalance .............. ... .. ... 3,823 4,600 777 20.3
MTO040 Motorcycles, mopeds, and parts:
EXPOItS . oo 506 511 5 1.0
IMPOIS . .. 877 937 60 6.8
Trade balance ..., -371 -426 -55 -14.8
MTO041 Miscellaneous vehicles and transportation-related
equipment:
EXPOIS . . 2,441 3,156 715 29.3
IMPOMS . o 1,465 1,456 -9 -0.6
Tradebalance ................ ... ... 976 1,700 724 74.2
MTO042 Aircraft, spacecraft, and related equipment:
EXPOIS .« .ot 30,673 28,576 -2,097 -6.8
IMPOMS . .. 6,255 6,431 176 2.8
Tradebalance ..............ccoiiiiiiiiiin... 24,418 22,145 -2,273 -9.3
MTO043 Ships, tugs, pleasure boats, and similar vessels:
EXPOIS . .o 1,002 1,203 201 20.1
IMPOMS . . 1,019 653 -366 -35.9
Tradebalance ............. ... il -17 550 567 3,335.3
MTO044 Motors and engines, except internal combustion,
aircraft, or electric:
EXPOItS . oo 244 275 31 12.7
IMPOITS . .. 283 374 91 32.2
Trade balance ..., -39 -99 -60 -153.8

1 |mport values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 11
Electronic Products

The U.S. trade deficit in electronic products wid- medical goods and recorded media (including com-
ened significantly in 1994 to $36.5 billion, pact discs, tapes, and computer software), large in-
compared with a deficit of $26.6 billion in 1993 creases in U.S. exports during 1994 reflected the
(table 11-1). Despite a strong 16-percent increaseimpact of sustained consumer interest in U.S.
in sector exports—due in large part to rapid growth technology, particularly in Western Europe and Ja-
in demand for electronic products in Japan, Canada,pan. In contrast to most other electronics indus-
and Mexico—the sector deficit worsened as a result tries, substantial improvements in the industry trade
of a $25.0-billion increase in U.S. electronics im- balance position were apparent in 1994 for both
ports. This represented a 21-percent increase ovemedical equipment ($613 million trade surplus in-

the corresponding 1993 import figure. Sharp in- crease) and recorded media products ($322 million
creases in the U.S. trade deficits for both computerstrade surplus increase).

and semiconductors were the principal factors con-

tributing to the dramatic decline in the overall U.S.

electronics trade position during 1994.

| | . U.S. Bilateral Trade
The large increase in U.S. electronics imports dur-

ing 1994 can be attributed to the rapid growth in panked in terms of total import and export value,

U.S. consumer spending on computers and the re-ne |argest U.S. trading partners in electronics prod-
lated surge in demand for semiconductor COMPO- ,cts during 1994 were Japan, Canada, Mexico, Sin-
nents that are used extensively by U.S.-basedganore, and Taiwan. Japan remained the largest
manufacturers of computers and COmMMUNICALONS glacironics import supplier in 1994, accounting for

equipment.  U.S. imports of computers, computer 31 percent ($45.1 billion) of all U.S. imports in the
peripherals, and parts grew by $8.3 billion in 1994 qocor  Canada remained the largest U.S. electron-
to $46.2 billion, while imports of diodes, transis- jcq export market in 1994, purchasing $15.8 billion
tors, integrated circuits, and other semiconductor ;n s electronics goods (14 percent of total U.S.

devices increased by $6.6 biII_ion to $26.0 billion. sectoral exports). The most widely traded electron-
Together, these two categories of products ac-jcq products in 1994—in terms of combined import

counted for 50 percent of 1994 U.S. electronics im- gnq export value—were computers and computer
ports, and the combined import increase for cOm- yars — semiconductors, telecommunications  equip-

puters and sem.iconduqtors represented 59 percent o ent, radio transmission and receiving equipment,
the total 1994 import increase for the sector. Sig- gnq precision instruments.

nificant increases in imports were also apparent
during 1994 for radio transmission and receiving Substantial increases in U.S. imports of semicon-
equipment ($1.3 billion increase) and measuring, ductors from Japan ($1.9 billion increase) and Ko-
testing, controlling, and analyzing instruments ($1.2 rea ($1.4 billion increase), as well as the $2.0 bil-
billion increase). Import growth for both of these lion increase in computer imports from Japan,
categories reflected the continuing impact of strong represented the largest changes in bilateral trade
growth in the U.S. economy. patterns during 1994 (figure 11-1). Meanwhile,
) ) U.S. exports of semiconductors to Malaysia grew
Though improvements in export performance were py $849 million in 1994 (42 percent). Another siz-
insufficient to offset the effects of import growth, aple bilateral trade improvement was evident in
large increases in export revenues occurred dur'”gtelephone and telegraph equipment, where U.S. ex-

1994 for both telephone and telegraph equipmentports to Korea rose by 132 percent in 1994 to $664
(29-percent  growth), and computers (15-percent mjjlion (figure 11-2).

growth). For both of these industries, strong con-

sumer demand in East Asia and Canada, as well asBilateral deficits with Mexico, Singapore, and Tai-
the continuing weakness of the U.S. dollar, helped wan also increased in 1994, to $1.6 billion, $7.5
boost export revenues dramatically. In the case ofbillion, and $7.1 billion, respectively. Sustained
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Table 11-1
Electronic products: U.S. exports of domestic merchandise, imports for consumption, and merchandise trade
balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

JAPAN 9,512 11,320 1,808 19.0
CaNAdA . 13,784 15,780 1,997 14.5
MEXICO .\ttt 7,761 9,852 2,091 26.9
SINQAPOIE . .ot ts 4,609 4,954 346 7.5
TAIWAN oot 3,556 3,956 400 11.2
MalaySia . . .o v v e et 2,648 3,738 1,089 41.1
KOTBA . .t 3,220 4,479 1,259 39.1
United Kingdom . ... ... 6,967 8,192 1,225 17.6
GeIMANY . .ttt et e e e e s 6,278 6,291 12 0.2
ChiNa o 1,406 1,410 4 0.3
Allother ... 34,315 39,205 4,890 14.2

TOtal .. 94,056 109,177 15,120 16.1
EU-12 25,922 28,242 2,320 8.9
OPEC . 2,246 2,046 -199 -8.9
Latin AMENICA . ..ot 13,628 17,207 3,579 26.3
CBERA 1,030 1,191 162 15.7
Asian Pacific Rim ... 31,303 37,716 6,413 20.5
ASEAN ..o 9,893 12,296 2,403 24.3
Eastern EUrope . ... ... 354 344 -10 -3.0

U.S. imports for consumption:

JAPAN et 40,414 45,085 4,671 11.6
CaNAA 7,470 9,021 1,551 20.8
MEXICO .. vttt ettt 7,991 11,436 3,444 43.1
SINQAPOIE .\ttt s 10,010 12,441 2,431 24.3
TaAIWAN oo 9,502 10,972 1,471 15.5
MalaySia . . . v v v e e e 7,671 10,493 2,822 36.8
KOMBA . .t 7,265 9,173 1,908 26.3
United Kingdom . ... 3,553 4,089 536 151
GIMIANY . ettt e e 4,081 4,522 441 10.8
ChiNa . 4,731 7,272 2,541 53.7
Allother ... 17,993 21,152 3,159 17.6

TOtal .o 120,682 145,656 24,974 20.7
BU-12 o 13,208 14,908 1,700 12.9
OPEC . 586 934 348 59.4
Latin America ... 8,880 12,461 3,581 40.3
CBERA 468 542 74 15.8
Asian Pacific Rim .......... .. 84,947 101,552 16,605 195
ASEAN ..o 22,983 30,050 7,067 30.7
Eastern EUrOPE . . . ..ot 38 52 14 37.8

U.S. merchandise trade balance:

JaAPAN . -30,902 -33,765 -2,863 ®
CaNAdA .. 6,313 6,760 446 ®
MEXICO . .\ttt et e e e -230 -1,584 -1,354 ®)
SINGAPOIE . .ottt -5,402 -7,486 -2,085 ®
TAIWAN oo -5,946 -7,016 -1,071 ?
MaIAYSIA . . . v ee et ettt -5,023 -6,755 -1,732 ®
KOTRA .ottt -4,045 -4,694 -649 ®)
United Kingdom ... 3,414 4,103 689 ®
GEIMANY & vttt ettt et e et e e 2,197 1,768 -429 ®
China .. -3,325 -5,862 -2,537 ®
Allother ... 16,322 18,053 1,731 ®

TOtal . -26,626 -36,480 -9,853 ®
EU-12 12,714 13,334 620 ®
OPEC . 1,660 1,112 -547 ®
Latin AMEMICA .. ...\ttt e e 4,747 4,746 -1 3
CBERA 562 650 88 ®
Asian Pacific Rim . ... ..o -53,644 -63,836 -10,191 ®
ASEAN L e -13,090 -17,753 -4,663 ®
EAStrN EUMOPE . . . o\ ee e et e e e e e e e e 316 292 -25 ®)

1import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 11-1
U.S. electronic products sector imports, 1994: Leading U.S. imports, by major sources, and
overall percentage change since 1993 .

\

% SINGAPORE

$12.4 BILLION
+24, PERCENT

CANADA
$9.0 BILLION
+21 PERCENT

$9.2 BILLION
+26 PERCENT

MOS INTE-
GRATED CIR-
CUITS, INPUT/
OUTPUT

UNITS

DISK DRIVES, DRAMS,

MICROCONTROLLERS
COMPUTER PARTS, COMPUTERS,
SEMICONDUCTORS, MEASURING

INSTRUMENTS, CIRCUIT
BOARDS, PARTS FOR SWITCHES

JAPAN
$45.1 BILLION
+12. PERCENT

! INPUT/QOUTPUT UNITS, MOS INTE-
GRATED CIRCUITS, COPIERS,
CAMCORDERS

1994 U.S. EXPORTS
$145.7 BILLION
+21 PERCENT

MICROPROCESSORS, MICRO-
CONTROLLERS, AC-POWERED
AUDIO, DISK DRIVES

INPUT/OUTPUT UNITS, ANALOG, COLOR TELEVISION RECEIVERS,
MIXED SIGNAL, & MEMORY ICs PROCESS CONTROL INSTRU-

MENTS, SWITCHES, PLUGS, AND
SOCKETS

TAIWAN
$11.0 BILLION
-+16 PERCENT

MEXICO
$11.4 BILLION
+43 PERCENT

MALAYSIA
$10.5 BILLION
+37 PERCENT

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

demand from U.S. consumers for low-priced com- sharply from the $12.5 billion deficit in 1993. The
puters, peripherals, and semiconductors contributedcontinuing deterioration of the U.S. computer trade
most to the changes in bilateral trade patterns with balance reflects the impact of a sharp increase in
all three of these countries. U.S. electronics im- imports, which rose from $37.9 billion in 1993 to
ports from Mexico grew by 43 percent, to $11.4 $46.2 billion in 1994—a 22-percent increase. Im-
billion, largely as a result of rapid growth in im- ports from China, Malaysia, and Mexico grew fast-
ports of computers ($550 million increase). In the est in 1994, with the value of computer imports
case of Singapore, U.S. imports grew by 24 per- from each of these countries rising by more than
cent, to $12.4 billion. A $1.7 billion (24 percent) 50 percent between 1993 and 1994. Japan retained
increase in U.S. imports of computers and peripher- jts position as the leading supplier of U.S. comput-
als was the primary factor behind the change in thegr jmports, while Singapore strengthened its posi-
U.S.-Singapore trade balance. Finally, U.S. elec-ijon as the second-leading import supplier, largely
tronics imports from Taiwan grew by $1.5 billion 55 4 vesult of rapid growth in U.S. imports of disk
in 1994, reflecting the impact of strong U.S. de- giorage products. These disk drives are used exten-

mand for Taiwan computers and parts (3716 million gjel' 1y computer manufacturers in the United
increase), and semiconductors ($558 million in- States.

crease).
Declining computer and peripheral prices, which
. . typically result from the steady improvements in
Comm0d|ty Ana|ys|s the processing power of microelectronic compo-
nents, continued to drive rapid growth in U.S. im-
. . port demand throughout 1994. U.S. consumer in-
Automatic data PfOCeSSlng terest in networked personal computers and printers
machines accelerated in 1994, forcing many U.S. manufactur-
ers of finished computer systems to boost imports
The U.S. trade deficit in automatic data processing of key computer inputs, such as printed circuit
machines (i.e., computers, peripherals, and comput-boards upon which microelectronic devices are
er parts) grew again in 1994 to $17.1 billion, up mounted, display units, and hard disk drives.
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Figure 11-2
U.S. electronic products sector exports, 1994: Leading U.S. exports, by major markets, and
overall percentage change since 1993

UNITED KINGDOM
$8.2 BILLION
+18 PERCENT

$15.8 BILLION
$11.3 BILLION +15 PERCENT

+19 PERCENT

kY
I COMPUTER PARTS, MEASURING

<o '«
G PUTERS, SEMICONDUCTORS, MEDICAL,
AR INSTRUMENTS
INSTRUMENTS, MEDICAL EQUIPMENT

COMPUTER PARTS, MEDICAL
EQUIPMENT, ANALYTIC INSTRUMENTS

1994 U.S. EXPORTS
$109.2 BILLION
+16 PERCENT

COMPUTER PARTS, MEDICAL N
EQUIPMENT, ANALYTIC INSTRUMENTS
CHIPS, WAFERS OTHER SEMICONDUCTOR
PARTS, COMPUTER PARTS, MAGNETIC DISCS
GERMANY
$6.3 BILLION

+0.2 PERCENT

\\
PROCESS CONTROL INSTRUMENTS,
COMPUTER PARTS, MEDICAL INSTRUMENTS,

T.V. PICTURE TUBES

SINGAPORE
$5.0 BILLION
+8. PERCENT

MEXICO
$9.9 BILLION
+27 PERCENT

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

U.S. imports of flat-panel displays—advanced parts grew by $3.7 billion (15 percent) in 1994 to
technology screens designed for use in notebook$29.1 billion. Particularly strong growth was ap-
computers—increased by $1.2 billion in 1994 to parent in U.S. exports to Ireland, France, Singa-
$1.8 billion. Production capacity shortages in Ja- pore, and Mexico. U.S. exports to each of those
pan, the preeminent world supplier of flat-panel four countries grew by more than 20 percent during
displays, kept prices for these screens quite high in1994. Strong growth in foreign demand for price-
comparison with more widely used cathode-ray tube competitive computer workstations, servers, and
monitors.  However, superior imaging features in printed circuit boards mounting microelectronic
the new screens helped fuel demand from quality- components, coupled with the continuing weakness
conscious U.S. consumers. U.S.-based manufactur-of the U.S. dollar versus the yen and major Euro-
ers of notebook computers—including Apple Com- pean currencies, helped explain the large increase
puter, Inc. and Dell Computer Corp.—purchased in 1994 exports. Moreover, exports grew in re-
large numbers of advanced displays from Japanesesponse to the ongoing expansion in intracompany
suppliers, such as Sharp Electronics Corp. Magnet-shipments of such items as computer subassemblies
ic disk storage device imports also grew substan-and peripherals. This factor explains much of the
tially in 1994, mirroring the growth in U.S. demand growth in U.S. sales to such countries as Ireland,
for finished computers. Singapore, Japan, Malay- Singapore, and Mexico, where U.S.-owned
sia, and Thailand accounted for virtually all U.S. manufacturers such as Compaq Computer Corp. and
imports of data storage devices in 1994, International Business Machines Corp. have estab-

) ) . lished large computer assembly facilities.
The size of the increase in the 1994 computer trade

deficit was reduced somewhat by a significant in-
crease in U.S. information technology exports. William T. Warlick
Overall, U.S. exports of computers, peripherals, and (202) 205-3459
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Diodes, transistors, 15 percent of the 1994 growth in U.S. semiconduc-
tor exports. U.S. firms dominate the production of

integl’atEd Cil’CUil’S, and these devices, which are primarily used in PCs. In
. . 1994, world demand for PCs shifted to PCs incor-
similar semiconductor porating more advanced and expensive microproces-
; ; sors, most notably Intel's 80486 and Pentium mi-
SOIId—State deVICES croprocessors. DRAMs accounted for about

10 percent of the rise in U.S. semiconductor ex-
The value of both U.S. imports and exports of ports.
semiconductors grew by over 30 percent in 1994

largely as a result of price increades. During The composition of U.S. semiconductor exports did

1994, semiconductor import and export prices were not change no_tably between 1993 and 1994.  Unas-
on average 21 percent and 26 percent higher, re_sembled semiconductors and other semiconductor
spectively, than in 1993. Worldwide prices of Parts accounted for about 51 percent of all U.S.
semiconductors rose during 1994 because mostsemlconduc_tor exports both in 1993 and 1994. As-
semiconductor producers did not anticipate that de- sembled MICroprocessors accounted for 10 percent
mand for their products would grow so rapidly. of these exports in 1994, compared to 8 percent in
As a result, production capacity was insufficient to 1993. Assembled DRAMs and other memory prod-

. - . ucts accounted for 8 percent of U.S. semiconductor
g]uec?(t)rdp?rri]::aer]éd’ leading customers to bid up semicon exports in 1994, compared to 7 percent in 1993.

The latter two rises were offset primarily by a de-

Semiconductor prices also rose during 1994 becauses €35€ 1N the share of U.S. exports of discrete semi-

Japanese producers, which accounted for 29 percenfonductors. Discretes are generally technologically
of U.S. imports, raised many of their export prices more mature and less sophisticated products than

in response to the yen appreciation. Price increase ntegrated circuits. Discretes’ share of semiconduc-

did not reduce the market shares of Japanese pro-Or cgnsu(rjnptlon_r?]as fa(ljlen_ worldwide ovderf theglast
ducers because they typically lead changes in the™W© decades. ese devices accounted for 9 per-
price of the types of semiconductors that they ex- cent of U.S. semiconductor exports in 1994,
port. Most notably, these producers generally lead compared to 11 percent in 1993.
changes in the price of dynamic random access me-The Asia-Pacific Rim region and the EU accounted
mories (DRAMs).  These devices accounted for for most of the growth in U.S. exports of semicon-
about 26 percent of U.S. semiconductor imports and ductors. These regions are large producers of elec-
5 percent of U.S. semiconductor exports in 1994, tronic equipment. Both regions are also principal
exporters of this equipment and the Asia-Pacific
U.S. semiconductor import and export growth in Rim region is the main site used to assemble and
1994 was also driven by an expansion in world de- test U.S. semiconductor parts.
mand for personal computers (PCs), telecommunica- _ . .
tions apparatus, and other electronic equipment thatJ:S- imports of semiconductors increased by $6.6
incorporates semiconductors. In 1994, sales of thisPillion (33 percent) in 1994 to $26.0 billion. Prod-
equipment grew by 13 percent in the United States UCtS from Japan, South Korea, and Taiwan ac-

and at a somewhat lower rate in other areas of thecounted for almost 60 percent of this import
world5 growth. These countries principally supply the

United States with DRAMs, whose use is particu-
U.S. exports of semiconductors grew by $4.3 billion larly intensive in the 80486 and Pentium micropro-
(31 pePcent) in 1994 to $18%L billigﬁ Unas- cessor-based PCs that dominated the PC market in
sembled, chips, dice, wafers, and other semiconduc-1994. Malaysia, Singapore, Hong Kong, and the
tor parts accounted for about half of this increase. Philippines, the main sites for the assembling and
These parts are primarily sent abroad to have labor-t€Sting of U.S. semiconductor parts, accounted for
intensive assembly and testing operations performedMost of the remaining increase in U.S. imports.
on them and then returned as imports to the United|n 1994, the composition (by value) of U.S. semi-
States. Mlcroprocessors accounted for about conductor imports Changed primar"y because of
DRAM and, to a lesser extent, microprocessor price
1During 1994, U.S. semiconductor import and export  increases. DRAMs and other memory products ac-

unit growth was 11 percent and 6 percent, respectively. counted for about 39 percent of the value of U.S.
2Edmund B. Swort, CFA, “Semiconductor Industry,” semiconductor imports in 1994, compared to 34
Va|u3e“L|neJan.. 27,1995, p. 1056. percent in 1993. Microprocessors, accounted for
1995 ,g(%gestlon of Balance,Electronics WeekjyApr. 19, about 10 percent of the value of these imports in
4’Anthony Cataldo, “DRAM Vendors Weigh Price 1994, (;fompar(_ed t(')l 9bperC((ajnt In 199.3' The_se rses
Jumps,"Electronics Weekiar. 27, 1995, p. 1. were offset primarily by a decrease in U.S. imports
5Electronic Industries Association (ElAQutlook 1995 of microcontrollers. ~ Many of these devices are
(Washington DC: EIA, 1995). technologically more mature products and subject to
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great pricing pressures. These devices accountedExports to Australia were up by nearly 68 percent,
for about 19 percent of U.S. semiconductor imports from $118 million in 1993 to $197 million in 1994.
in 1994, compared to 22 percent in 1993. From Exports consisted primarily of carrier line equip-
1993 to 1994, both semiconductor parts’ and dis- ment and cellular apparatus to supplement Austra-
cretes’ share of U.S. imports remained unchangedlia’s extensive communications network.

accounting for about 10 percent and 9 percent, re-

spectively, of semiconductor imports. U.S. exports to Mexico expanded by $217 million

(58 percent) as the country continued efforts to im-
During 1993-94, the U.S. trade deficit in semicon- prove its domestic telecommunication_infrastructure
ductors increased by $2.3 billion, or by 41 percent, and increase main line penetration rafiosToward
while rising to $7.9 billion. U.S. imports rose more these goals, Mexico's public telephone company,
rapidly than U.S. exports as the rate of growth in Telmex, increased its purchases of line equipment
semiconductor demand in the United States wasand parts for switches. In addition, the North
higher than that in the rest of the wofld. The American Free-Trade Agreement (NAFTA) has en-
U.S. trade deficit in semiconductors has grown couraged the establishment of new businesses in
since 1989. The deficit has reached a record levelMexico, resulting in demand for office telecommu-
in each year since 1991. nication equipment such as telephone sets, private
branch exchanges, and modems. U.S. producers
account for approximately half of Mexico’'s tele-
communications imports, due to the geographical
proximity of U.S. suppliers, high quality and com-
patibility of U.S. products, rapid delivery time, and
availability of technical assistance.

Andrew F. Malison
(202) 205-3391

Telephone and telegraph
apparatus

Examined by product category, exports of cellular
equipment, PBXs, and line apparatus grew most
rapidly in 1994. Increased cellular exports are ex-
U.S. exports of telecommunication apparatus flour- plained by the growing number of countries estab-
ished in 1994 as many U.S. trading partners worked lishing or expanding their wireless systems. Many
to upgrade and expand their national communica- U.S. trading partners licensed additional cellular
tion infrastructures. Exports reached $6.7 billion carriers to respond to escalating consumer demand
for the year, representing an increase of $1.5 billion in 1994. Exports of line apparatus were largely in

(29 percent) over 1993. During the same period, response to demand from countries that are working
U.S. imports of telecommunication equipment grew to improve their national telecommunication infra-

by 21 percent, permitting the overall trade deficit structures. Finally, demand for PBXs reflects con-

in equipment to enter its sixth year of decline, with tinued efforts by multinational firms to enhance
a decrease from $944 million in 1993 to $724 mil- competitiveness by improving corporate commu-

lion in 1994.

U.S. exports to Asia, Australia, and Mexico grew
significantly during 1994. Within Asia, sales of

equipment to Korea and Hong Kong were particu-
larly strong, increasing by 133 and 58 percent, re-
spectively. Both countries increased their imports
of cellular equipment to respond to rising domestic
demand. Korea's second licensed cellular carrier
began a 3-year project to install digital equipment
for its mobile services. Similarly, Hong Kong’s

cellular market continued its rapid growth, though

it already boasts the highest per capita consumption

of handheld portable phones of any major cellular
market in the world. Both countries also increased
purchases of wireline equipment, such as private
branch exchanges, key telephone sets,
phones, and modems, in an effort to improve com-
munications in the business community.

6 Semiconductor consumption grew by 33 percent in the
United States, which accounts for about a third of world semi-
conductor consumption, and by 24 percent in the rest of the
world. Robert Reistelhueber, “Global Electronics Forecast:
Semiconductors,Electronics Business Buyelan. 1995, p.
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nication systems.

By comparison, U.S. imports of telecommunication

equipment grew by $1.3 billion, or by 21 percent,

in 1994 to $7.4 bilion. Korea and Mexico re-

corded the greatest increases among major foreign
suppliers of telecommunication equipment to the
U.S. market, with import growth concentrated in

modems and parts for terminal and switching

equipmen®

Lori H. Brown
(202) 205-3450

7 These ratios reflect the number of telecommunication

cordlessdines per 100 people in a country. Mexico currently has less

than 10 lines per 100 people, compared with over 50 for the
United States.

8 Approximately 40 percent of imports of telecommu-
nications equipment from Mexico in 1994 consisted of prod-
ucts assembled or processed from U.S. components and en-
tered under subheading 9802 of thé&. Harmonized Tariff
System (HTS)On average, 45 percent of the value of such
imports was considered to be of U.S. origin and therefore
entered duty free. Several U.S. companies, including AT&T
and Motorola, maintain production facilities in Mexico.



Apparatus for making,
breaking, protecting,
or connecting electrical
circuits ?

Both U.S. exports and imports of apparatus for
making, breaking, protecting, or connecting electri-
cal circuits grew significantly in 1994. The growth

in the traded value of these electronic apparatus re-
sulted primarily from a worldwide rise in demand

for electronic equipment, particularly PCs, telecom-
munications gear, automobile electronic systems,
and medical equipment. The use of these apparatu
in electronic equipment is extensive and generally
growing10® U.S. trade in these apparatus also grew
in 1994 as a result of the NAFTA, which encour-
aged trade between the United States and Mexico.
The value of trade also expanded, partly in re-
sponse to rising prices for some of these apparatus
Worldwide demand for these apparatus has grown
in the past by no more than 5 percent annually, but
in 1994 demand unexpectedly grew by 12 to 15

percentl As a result, some supply constraints de-
veloped, raising the prices of some of these
goods!?

U.S. exports of apparatus for making, breaking,
protecting, or connecting electrical circuits rose by
$1.2 hillion (24 percent) in 1994 to $6.5 billion.
This growth was primarily accounted for by Mexico
(37 percent of the increase), Canada (23 percent),
the EU (22 percent), and members of the Associa-
tion of South East Asian Nations (ASEAN) (6 per-
cent). The 1994 rise in U.S. exports to Mexico
and Canada consisted primarily of apparatus classi-
fied under HTS heading 8536. Producers in Mexi-

co and Canada primarily use these components to
manufacture automobiles and automobile subassem-
blies as well as PCs and telecommunications acces-

sories for the U.S. market, which expanded rapidly

9 These apparatus consist of the following: (1) fuses, re-
lays, switches, connecters, and electrical terminals for a volt-
age exceeding 1000 V (classifiedHiTSheading 8535), and
(2) fuses, relays, etc., of a voltage not exceeding 10G0NG (
heading 8536), (3) boards and consoles incorporating these
componentsHTSheading 8537), and (4) parts of these com-
ponents iTSheading 8538), as well as (5) printed circuit
boards (classified ilTSheading 8534).

10“How’s Business,” and “Global Electronics Forecast,”
Electronic Business Buyers Gujdan. 1995, p. 15 and
pp. 64-69.

11Bernard Levine, “New Gear Buoys Sales of Veteran
Caps, Resistors, and Connecters,” and “Booming Growth
Can't Last, Say Distributors-AgairElectronic NewsJan. 2,
1995, pp. 61 and 62.

12while prices of electronic components generally fall
due to technological innovations, prices for switches and con-

in 1994. Most of the rise in U.S. exports to the
EU consisted of printed circuit boards used princi-
pally to make PCs and package integrated circuits
(ICs). U.S. firms are major suppliers for manufac-
turers of PCs and ICs in the United Kingdom, Ger-
many, and France, all of which increased their pro-
duction of these end products in 1994.

U.S. imports of apparatus for making, breaking,
protecting, or connecting electrical circuits rose by
$1.1 billion (18 percent) in 1994 to $7.4 billion.
All major sources, especially Mexico, China, and
the ASEAN countries, increased their supply of
these imports. Mexico, China, and the ASEAN
countries are primary suppliers of subcontract pro-

duction operations to U.S. producers.

From 1993 to 1994, the U.S. trade deficit in these
apparatus decreased by $121 million (12 percent) to
$909 million. During 1994, U.S. exports of these

goods grew at a faster pace than U.S. imports be-
cause domestic producers generally have a world-

wide competitive advantage in supplying many of

the components used by manufacturers of PCs, tele-
communications gear, and the other electronic
equipment. Time-to-market is of key importance in
maintaining a competitive advantage in the world-
wide electronic equipment marketplace, and most of
the innovation in this equipment takes place in the
United States. By virtue of their geographical
proximity, organizational flexibility, and innovative
design teams, U.S. suppliers of these manufacturers,
including producers of apparatus for making, break-
ing, protecting, or connecting electrical circuits, can
generally make design changes and deliver products
more quickly than foreign suppliers. These U.S.
suppliers also often hold an advantage in supplying
equipment producers abroad because the product
designs and supply requirements of foreign produc-
ers generally mirror those of U.S. products.

Andrew F. Malison
(202) 205-3391

Measuring, testing,
controlling, and analyzing
instruments

U.S. exports of measuring, testing, controlling, and
analyzing instruments grew by $1.0 billion in 1994,
reaching $10.1 billion. The 12-percent increase
was mostly due to the growth in U.S. exports of
technology-intensive instruments, of which the
United States is the leading producer. Such instru-
ments are increasingly being used by all segments
of the manufacturing sector to increase productivity,
and to attain greater consistency in the quality of

necters, for example, rose by about 2 percent in 1994. “Elec-
tronic Buying Data PricesElectronic Business Buyer
Jan. 1995, p. 105.

13peter Fletcher, “European Industry Exhibits Mild
Growth,” Electronics Jan. 9, 1995, p. 11.
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manufactured products, as well as to identify and ports of parts and accessories for automatic regulat-
control contaminants in the air, water, and solid ing and controlling instruments. U.S. imports from
waste. In addition, the rise in U.S. exports can be Canada grew by 41 percent ($213 million), due in
attributed to the growing number of U.S. manufac- large part to a fourfold increase in U.S. imports of
turers that have become more focused on develop-speedometers and tachometers, and a 140-percent
ments in export markets. increase in imports of parts and accessories for au-
. . - tomatic regulating and controlling instruments.
U.S. imports of instruments rose by $1.2 billion (26 | g imports from Japan grew by 15 percent ($169
percent) to $5.7 billion in 1994. This substantial mjjion), mostly from an increase in U.S. imports
increase in U.S. imports of instruments was stimu- of aytomatic regulating and controlling instruments,
lated by the availability of a growing number of anq parts thereof. It is believed that related party
advanced-technology and competitively priced for- yansactions accounted for a substantial part of U.S.

eign-made instruments. A rise in intra-corporate jmports from Mexico, Canada, and Japan.
trade between U.S. companies and their subsidiaries ’ ’

in foreign countries, and between the U.S. subsid- Ruben Moller
iaries of foreign companies and related parties in (202) 205-3495
other countries also bolstered import growth. Addi-
tionally, the NAFTA has led to an increase in the

value of U.S. imports from Canada and Mexico. Radio transmission and

U.S. exports of technology-intensive instruments /
grew substantially in 1994. Among the products receptlon apparatus, and

with significant increases were miscellaneous mea- combinations thereof
suring and checking instruments, up by 23 percent
to $1.1 billion; automatic regulating and controlling USs.

instruments, up by 13 percent to $2.0 billion; and 5 051atys and combinations thereof increased by
instruments for measuring or checking electrical 51 'horcent from 1993 to 1994, from $6.4 billion to
quanttl'ﬂes,l up b%/ 8 pE“t:ePt t% %2'4 bé”'on' tCana(:a $7.7 billion. The products experiencing the greatest
was the largest market for U.o.-made INSUUMENtS, j,creases were radiobroadcast receiver combina-
accounting for 19 percent of total U.S. exports, fol- tions, imports of which rose by 31 percent to
Ilolvved by ‘t]apaB gwth 12 {)er;:entc, an(é MeJX'CO* With &7 3'hillion. The principal reasons for the increase
percent. = U.>. exports 10 Lanada, Japan, anQyere the acceleration of trade with Mexico as a
Korea grew fastest in 1994. Exports to Canada oqt of the NAFTA, and the movement of the
rose by 29 percent ($420 million); to Japan, by 20 o4 ction of mass-produced, low-value-added con-
percent ($211 million); and to Korea, by 34 percent g,mer electronic products from more developed
($135t mt'"'og)' (;I'he SUbSt‘"’.‘m'a!l mcreasetlg g'S' Southeast Asian countries like Japan and Korea to
exports 1o .anada was primarily generaled Dy aag5 developed countries like China and Malaysia.
37-percent ($230 million) increase in U.S shipments rno ayailability of lower cost products from China,

of automatic regulating and controlling instruments. Malaysia, and Mexico has led to increased demand
The Itnsc;,- mﬁJ.S. exptor?;?é[O ‘?ﬁ‘_pa” Wavs\,thmpstly @ pecause the elasticity of demand for consumer elec-
result of a 21 percent ( million) growth in ex-yonic products is high. Imports of radio combina-

ports of instruments for measuring or checking i,ns from China, Malaysia, and Mexico increased

electrical quantities, and a fivefold ($64 million) by $437 million to $1.2 billion $320 million to

increase in exports of optical instruments for in- g7 gyijlion, and $234 million to $485 million, re-
specting semiconductor wafers. The marked rise in spectively.  Although imports of low-cost radio
U.S. exports to Korea was due in large part 10 .omhinations from these countries increased dra-

greater demand for advanced-technology inStru- oty imports from Japan and Korea declined
ments in the expanding Korean industrial infrastruc- by $102 million and $31 million, respectively.

ture. The growth in U.S. exports to Mexico was
generated by increased U.S. shipments of parts andJ.S. exports of radio transmission and reception ap-
components to U.S.-owned assembly plants locatedparatus increased by 21 percent to $5.2 billion.
in Mexico, as well as U.S. shipments of instru- Exports to Mexico and Japan, the two largest mar-
ments purchased by Mexico’s rapidly growing kets for U.S. products, increased by 10 percent to
manufacturing sector. $701 million and 125 percent to $618 million, re-
spectively.

imports of radio transmission and reception

Japan remained the largest source of U.S. imports
of instruments in 1994, accounting for 23 percent The continuing trade deficit increased by $461 mil-
of the total, followed by Mexico with 18 percent, lion to $2.6 billion. China, Japan, and Korea re-
Canada with 13 percent, Germany with 12 percent, mained the countries with which the United States
and the United Kingdom with 10 percent. Imports had the largest trade deficits. The deficits with
from Mexico and Canada showed the greatest in-Japan and Korea improved, by $667 million to
creases. U.S. imports from Mexico increased by 61 $670 million and $60 million to $356 million, re-

percent ($391 million), mostly due to a 170-percent spectively, while the deficit with China grew by

rise in U.S. imports of speedometers and tachome-$426 million to $1.1 billion. Trade surpluses with
ters, as well as a 67-percent increase in U.S. im-Canada and Mexico continued, but declined by
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$113 million to $241 million and by $156 million to by almost 9 percent (by $637 million to $8.0 bil-
$55 million, respectively. lion), while imports rose by less than 1 percent
N during the period (by $24 million to $4.4 billion).
John Kitzmiller Asian markets, led by Japan and Korea, were re-
(202) 205-3387 sponsible for a significant portion of the increase in
the U.S. trade surplus as exports to those two mar-
kets increased by 21 percent and 43 percent, re-

Audio and video recording spectively.

and reproducing equipment Private and public hospitals, clinics, and physicians
in Japan increased their purchases of medical goods

to meet the escalating health care requirements of
one of the most aged populations in the world.
Although exports to that country had slowed con-
only by $61 million, and the sector trade deficit siderably over the past several years due to Japan's
expanded by $777 million (16 percent) in 1994 severe recession, somewhat improved economic
' conditions in Japan in 1994 enabled many Japanese

More than 90 percent of the increase in imports health care entities to expand their purchases of
was accounted for by three product types: stand-Such items as electromedical equipment and appara-
alone videocassette recorders (VCRs), compact-disctus, patient monitoring equipment, as well as
(CD) players, and television-VCR (TV-VCR) com- needles, syringes, and other commodity hospital and
binations. VCRs accounted for the largest increaseMmedical supplies. Korea and other rapidly develop-
in value terms, $332 million or 12 percent, but Tv- iNg East Asian markets, such as Taiwan, Singapore,
VCR combinations experienced a much larger pro- Thailand, Malaysia, and China, which are among
portional growth, 87 percent, or $209 million. Of the fastest growing markets for medical goods in
these three product types, only relatively high-end the world, were also important markets for U.S. ex-
TV-VCR combinations were produced in significant POrts in 1994. Other significant markets for medi-
quantites in the United States during 1993-94. cal goods in 1994 were France, the Netherlands,
Thus, the increase in imports of these products wasa@nd Belgium in the EU; Australia, Argentina, and
due primarily to an expansion of the U.S. market Russia.

as discretionary consumer spending rose during the
recent U.S. economic recovery.

U.S. imports in this sector increased by $838 mil-
lion, or 15 percent, from $5.4 billion in 1993, to
$6.3 billion in 1994. Exports also increased, but

U.S. imports of medical goods in 1994 declined
significantly from Japan and Europe, as cost-con-

The total increase in U.S. imports of audio and vid- tainment efforts by U.S. Government and private-
eo recording and reproducing equipment in 1994 sector health care insurance plans resulted in slower
was more than fully accounted for by three coun- growth in purchases of high-end electromedical and
tries, which represented 37 percent of 1994 imports, medical imaging equipment in the mature U.S.
Imports from Malaysia, primarily CD players, Mmarket. The only countries to significantly increase
VCRs, and TV/VCRs, rose by $458 million, or 51 their exports to the United States were Mexico and
percent in 1994; imports from China, primarily CD the Dominican Republic, suppliers of relatively
players and VCRs, by $393 million, or 140 percent; low-priced, commodity hospital and medical sup-
and imports from Thailand, primarily VCRs, by plies, such as needles, catheters, and intravenous
$121 million, or 65 percent. Imports from Japan, and blood administration sets. ~Major U.S.-based
the largest single source, declined by $211 million, companies, such as Abbott Laboratories, Baxter In-
or 8 percent. ternational, and Johnson & Johnson maintain as-
sembly operations in Mexico and the Dominican
Approximately 90 percent of the $61-million in- Republic to take advantage of relatively low wage
crease in U.S. exports was accounted for by sound-rates and preferential tariff treatment available in
recording and miscellaneous sound-reproducing those two countries under NAFTA and the Carib-
equipment. These categories include CD players,bean Economic Recovery Act (CBERA), respective-
optical-disc recording equipment, and a wide vari- ly. The Mexican and Dominican Republic subsid-
ety of miscellaneous products. iaries of those companies have not been hurt as
much as have foreign suppliers of relatively expen-
Douglas Puffert sive, high-end medical equipment, such as medical
(202) 205-3402 imaging equipment, which has been affected most
by more stringent reimbursement policies by U.S.
public and private health care insurafte.

MECIIC&/ QOOdS Christopher Johnson
(202) 205-3488

The U.S. trade surplus in medical goods increased

by $613 million in 1994 to $3.6 billion, continuing 14Telephone interviews by USITC staff, U.S. and foreign

an 8-year trend of steadily increasing trade sur- industry insurance company officials and investment analysts,
pluses for the U.S. industry. U.S. exports increasedFeb., Mar., May, and July 1995.
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Office machines

The U.S. trade deficit for office machines increased
by $722 million, or by 22 percent, to $4.0 billion

in 1994, as imports increased and exports were flat.

Imports of office machines increased by 14 percent
in 1994 to $5.8 billion. Most U.S. producers pur-
chase at least part of the low end of their product
line from foreign sources. U.S. exports of office
machines increased by just $7 million, or less than
1 percent, in 1994 to $1.8 billion.

The principal imported items were plain paper elec-
trostatic copying machines and parts for photocopy-

ing apparatus, which together accounted for 58 per-
Japanese low- and mid-range

cent of total imports.
copiers have made significant inroads in the U.S.
market through price competition. At the same

time, U.S. producers of photocopying apparatus are

continuing to buy components from many countries,
which accounted for the 6-percent increase in im-
ports for parts of photocopying apparatus in 1994,

The principal source of U.S. imports of office ma-

though Japan was the source of 63 percent of U.S.
imports of television apparatus in 1994, imports
from Japan grew by less than 3 percent.

U.S. exports of television apparatus increased by
$88 million to $427 million. The greatest increase
in exports was for miscellaneous transmission appa-
ratus for television, which increased by 61 percent
to $227 million. Exports to the United Kingdom
and Mexico increased the most, by $16 million to
$48 million and by $14 million to $71 million, re-
spectively. The increase in imports was over eight
times greater than the increase in exports. Thus,
the trade deficit grew by $641 million to $2.8 bil-
lion.

John Kitzmiller
(202) 205-3387

Records, tapes, compact
discs, computer software,

chines in 1994 was Japan, which accounted for 54and other recorded media

percent of the total. Of the imports from Japan,

78 percent were office copying machines and parts

for photocopying apparatus. China and Taiwan
were the second and third principal sources of im-
ports, accounting for 6 and 5 percent, respectively,
of imports. The principal imports from China were
calculators and parts (48 percent) and miscellaneou
office machines (21 percent). The principal imports

from Taiwan were cash registers (32 percent) and

hand-held calculators (22 percent). Many of these
calculators were for the lower end of the market.

Scott Baker
(202) 205-3386

Television apparatus
(except receivers and
monitors) including
cameras, camcorders, and
cable apparatus

U.S. imports of television apparatus (except receiv-

ers and monitors) including cameras, camcorders,

The U.S. trade surplus in this product grouping rose
by $322 million, or 12 percent, from $2.7 billion in
1993 to $3.0 billion in 1994. This increase was
fully accounted for by growth in exports of miscel-

Janeous recorded media products. The trade surplus

in this miscellaneous category rose by $435 mil-
lion, or 23 percent, from $1.9 billion in 1993 to

$2.4 billion in 1994. The principal products in-

cluded in this miscellaneous category are computer
software programs recorded on magnetic (“floppy”)
and optical (CD-ROM) disk&

U.S. exports of unspecified recorded media in-
creased by $506 million, or 22 percent, from $2.3
billion in 1993 to $2.8 billion in 1994. Imports of
unspecified recorded media increased nearly as
much in proportional terms, 21 percent, but by only
$71 million in value, from $338 million to $409
million.26  For the recorded media sector as a
whole, exports rose by 14 percent or $461 million
and imports by 23 percent, or $139 million.

151t is likely that both import and export statistics under-
estimate the value of transactions involving computer soft-
ware, inasmuch as these transactions are generally valued at
the cost of the storage medium rather than at the much higher

and cable apparatus, rose by 29 percent from 1993 ;)¢ of the information content. Furthermore, software, mu-

to 1994, from $2.5 billion to $3.3 billion. The ma-

jor reasons for the import increase were the expan-

sion in U.S. trade with Mexico as a result of
NAFTA and increasing demand for cable television
end-user equipment, notably set-top converters.
U.S. imports of television apparatus from Mexico—
virtually all apparatus for cable and close-circuit
television systems, including set-top converters—
more than tripled from 1993 to 1994, from
$169 million to $527 million, as Mexico's share of
U.S. imports increased from 6 to 16 percent. Al-
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sic, and video recordings are often exported (or imported) in
the form of master recordings for replication within the for-
eign market. See USIT@dustry and Trade Summary:
Computer Software and Other Recorded Medi&ITC pub-
lication 2850, Jan. 1995.

16 For the sake of compatibility with export statistics,
imports here include those under the heading “master records
or metal matrices therefrom for use in the production of sound
records for exports; recordings on wire,” which accounted for
$1.6 million in imports in 1994, down $0.2 million from the
previous year. Import statistics for 1995 will also include a
separate category for prepackaged computer software, but
export statistics will still not report these data separately.



As in past years, the continuing increase in U.S. Computer’s Macintosh, in place of NEC Corp.’s
exports of computer software appears to have beenproprietary operating systell. Exports of comput-
the result of increases in the use of personal com-er software to Canada, the largest foreign market,
puters, the adoption of U.S. technical standards forrose by 23 percent from $602 to $740 million.
computer operating systems, and the enforcement ofThis increase was likely the result primarily of
software copyrights in foreign markets. U.S. ex- market growth rather than improved copyright en-
ports of computer software to Japan, Korea, Mexi- forcement.

co, and Brazil each increased by over 40 percent
for a second consecutive year, to $217 million,
$95 million, $77 million, and $65 million, respec-
tively.1” These are all countries that allegedly have
had very high rates of software “piracy” but which
are improving copyright enforcemekt. The rise in

Another factor impacting the increase in U.S. ex-
ports may be a heightened attention to sales oppor-
tunities in foreign markets by small- and medium-
sized U.S. software compan#s. Larger U.S.
software companies usually serve foreign markets
exports to Japan is also the result of the increasedthrou‘:“’h foreign  subsidiaries rather than through
adoption of two U.S. PC operating system stan- U.S. exports.

dards, Microsoft Corp.'s Windows and Apple Douglas Puffert

(202) 205-3402

17Exports to Brazil and Mexico have increased by at least 19ysITC staff telephone interview with an industry offi-
60 percent annually for 3 and 4 consecutive years, respectivecial, May 2, 1994. See also USITComputer Software and
ly. Other Recorded Media

18Business Software Allianc&993 Software Piracy 20USITC staff telephone interview with an industry offi-
Estimateqgnews release, Washington, DC, Apr. 27, 1994). cial, May 2, 1994.
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Table 11-2
Electronic products sector: U.S. trade for selected industry/commaodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993
usITC

code 2 Industry/commodity group 1993 1994 Amount Percent

Million dollars
STO001 Office machines:

EXPOItS . oo 1,770 1,777 7 0.4
IMPOMS . .. 5,052 5,781 729 14.4
Tradebalance ............ ..., -3,282 -4,004 -722 -22.0
ST002 Telephone and telegraph apparatus:
EXPOIS . .o 5,199 6,724 1,525 29.3
IMPOMS . . oot 6,143 7,448 1,305 21.2
Tradebalance ............. ... ..l -944 -724 220 23.3
ST003 Microphones, loudspeakers, audio amplifiers and
combinations thereof:
EXPOItS .« .o 851 1,006 155 18.2
IMPOMS . .o 1,473 1,827 354 24.0
Tradebalance .............. ... . -622 -821 -199 -32.0
ST004 Tape recorders, tape players, video cassette recorders,
turntables, and compact disc players:
EXPOItS . oo 579 640 61 10.5
IMPOMS ..o 5,445 6,283 838 15.4
Tradebalance ............. ... . il -4,866 -5,643 =777 -16.0
ST005 Unrecorded magnetic tapes, discs, and other media:
EXPOItS . .o 1,675 1,736 61 3.6
IMPOMS . o 1,928 1,943 15 0.8
Tradebalance ............. ... . -253 -207 46 18.2
ST006 Records, tapes, compact discs, computer software,
and other recored media:
EXPOIS © .o 3,281 3,742 461 14.1
IMPOMS . . . 616 755 139 22.6
Tradebalance ............ ... . i 2,665 2,987 322 12.1
ST007 Radio transmission and reception apparatus, and
combinations thereof:
EXPOMS . oo 4,283 5,166 883 20.6
IMPOMS . . o 6,420 7,764 1,344 20.9
Tradebalance ............. ... .o -2,137 -2,598 -461 -21.6
ST008 Radio navigational aid, radar, and remote control
apparatus:
EXPOIS . . 1,249 1,242 -7 -0.6
IMPOIS . .. 408 438 30 7.4
Tradebalance ............. ... . i, 841 804 -37 -4.4
ST009 Television receivers and video monitors and
combinations including television receivers:
EXPOIS . . 1,199 1,302 103 8.6
IMPOITS . .. e 3,707 4,319 612 16.5
Tradebalance ................ i, -2,508 -3,017 -509 -20.3
STO010 Television apparatus (except receivers and monitors),
including cameras, camcorders, and cable apparatus:
EXPOIS . . oot 339 427 88 26.0
IMPOITS . .. e 2,536 3,265 729 28.7
Tradebalance ............. ... i, -2,197 -2,838 -641 -29.2
STO11 Electric sound and visual signaling apparatus:
EXPOIS . . 560 578 18 3.2
IMPOITS . ..t 1,261 1,576 315 25.0
Tradebalance ................ o, -701 -998 -297 -42.4
STO012 Electrical capacitors, and resistors:
EXPOIS . . 960 1,186 226 235
IMPOITS . .. 1,181 1,475 294 24.9
Tradebalance ............ ... .. i i -221 -289 -68 -30.8
STO013 Apparatus for making, breaking, protecting, or
connecting electrical circuits:
EXPOIS . .. 5,224 6,471 1,247 23.9
IMPOITS . .. e 6,254 7,380 1,126 18.0
Tradebalance ............ ... i, -1,030 -909 121 11.7
ST014 Television picture tubes and other cathode ray tubes:
EXPOIS . . 769 1,061 292 38.0
IMPOITS . .. 822 1,003 181 22.0
Tradebalance ................. i, -53 58 111 209.4
STO015 Special-purpose tubes:
EXPOIS . . 159 171 12 7.5
IMPOIS . .. 168 215 47 28.0
Tradebalance ............. ... i -9 -44 -35 -388.9

See footnotes at end of table.
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Table 11-2— Continued
Electronic products sector: U.S. trade for selected industry/commaodity groups, by specified periods, Jan.
1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
STO16 Diodes, transistors, integrated circuits and
similar semiconductor solid-state devices:
EXPOMS ..o 13,813 18,098 4,285 31.0
IMPOMS . .o 19,466 26,020 6,554 33.7
Tradebalance ................ ... ... ... -5,653 -7,922 -2,269 -40.1
STO017 Electrical and electronic articles, apparatus, and
parts not elsewhere provided for:
EXPOS .. 1,871 2,117 246 13.1
IMPOIS . ..o e 987 1,137 150 15.2
Tradebalance .................. ... ... ... 884 980 96 10.9
ST018 Automatic data processing machines:
EXPOMS . . 25,397 29,102 3,705 14.6
IMPOMS . .. 37,906 46,161 8,255 21.8
Tradebalance .................. ... ... -12,509 -17,059 -4,550 -36.4
STO019 Photographic supplies:
EXPOIS « .ottt 1,636 1,621 -15 -0.9
IMPOMtS . .. 1,702 1,675 -27 -1.6
Tradebalance ....................cooiiiiii. -66 -54 12 18.2
ST020 Exposed photographic plates, film, and paper:
EXPOItS . .o 100 110 10 10.0
IMPOItS . ..o 156 107 -49 -31.4
Tradebalance ............... ... .. -56 3 59 105.4
ST021 Optical fibers, optical fiber bundles and cables:
EXPOItS . .o 325 418 93 28.6
IMPOItS . ..o 90 104 14 15.6
Tradebalance ............... ... ... 235 314 79 33.6
ST022 Optical goods, including ophthalmic goods:
EXPOMS . ..o 1,150 1,324 174 151
IMPOMS . . oot 2,181 2,385 204 9.4
Tradebalance .............. ... i, -1,031 -1,061 -30 -2.9
ST023 Photographic cameras and equipment:
EXPOIS . oot 940 980 40 4.3
IMPOMS . . oot 1,968 2,315 347 17.6
Tradebalance ............... ... . i -1,028 -1,335 -307 -29.9
ST024 Medical goods:
EXPOItS . ..o 7,360 7,997 637 8.7
IMPOIS . .. e 4,381 4,405 24 0.5
Tradebalance ............... ... . ... 2,979 3,692 613 20.6
ST025 Surveying and navigational instruments:
EXPOMtS . oo 1,556 1,470 -86 -5.5
IMPOIS . ..ot 477 461 -16 -34
Tradebalance ............... ... . ... 1,079 1,009 -70 -6.5
ST026 Watches:
EXPOMS . . 138 163 25 18.1
IMPOIS . .. e 2,048 2,127 79 3.9
Tradebalance ............... ... ... ... -1,910 -1,964 -54 -2.8
ST027 Clocks and timing devices:
EXPOMS .. 97 113 16 16.5
IMPOIS . ..o 400 424 24 6.0
Tradebalance ............... ... . ... -303 -311 -8 -2.6
ST028 Arms and ammunition:
EXPOIS . .ot 2,372 2,212 -160 -6.7
IMPOIS . ..o 682 777 95 13.9
Tradebalance ..................cciiiiiiiiiin. 1,690 1,435 -255 -15.1
ST029 Balances of a sensitivity of 5 cg or better:
EXPOItS . .o 18 18 0 0
IMPOIS . ..o 38 37 -1 -2.6
Tradebalance ............... ... .l -20 -19 1 5.0
ST030 Drawing and mathematical calculating or measuring
instruments:
EXPOItS . .o 162 145 -17 -10.5
IMPOItS . ..o 235 322 87 37.0
Tradebalance ..................coiiiiiiiiin, -73 -177 -104 -142.5

See footnotes at end of table.
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Table 11-2—Continued

Electronic products sector: U.S. trade for selected industry/commaodity groups, by specified periods, Jan.

1993-Dec. 19941

Change, 1994 from 1993

USITC
code 2 Industry/commodity group 1993 1994 Amount Percent
Million dollars
STO031 Measuring, testing, controlling, and analyzing instruments:
EXPOItS . .o 9,026 10,060 1,034 11.5
IMPOMS . . oot 4,553 5,727 1,174 25.8
Tradebalance ............ ... i 4,473 4,333 -140 -3.1

1mport values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.

2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export

items for trade monitoring purposes.
Source: Compiled from official statistics of the U.S. Department of Commerce.
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Chapter 12
Miscellaneous Manufactures 1

Despite a 13-percent increase in U.S. exports ofduring 1994, however, was recorded with Japan.
miscellaneous manufactures in 1994, the greaterThe deficit with Japan in these products shrank
than 3-to-1 ratio of imports to exports in these from $2.9 billion in 1993 to $1.5 billion in 1994,

products promoted an 8-percent rise in U.S. imports principally owing to a $1.4-billion decline in U.S.

into a $1.5-billion expansion of the trade deficit in imports of video game players and game software.
this sector, which reached $24.5 billion (table On the export side of trade with Japan, U.S. suppli-
12-1). ers registered 107-percent ($121 million) and

) ) 11-percent ($37 million) increases in their ship-
U.S. exports of miscellaneous manufactures climbed nents of furniture and sporting goods, respectively,

by $1.2 billion i_n 1994 to $_10.8 billion, Iargely ON o $235 million and $379 million in 1994. The
the strength of increased shipments of furniture (the large rise in furniture shipments was predominately

bulk of which were exports to Canada and Japan of of ‘jeather seat covers for Japanese automobile pro-
motor-vehicle seats and parts), miscellaneous ar-q,cers.

ticles (principally works of art), sporting goods (no-

tably gymnasium and exercise equipment and golf China continued to be the largest U.S. trading part-
clubs), and games (predominately video games andner in miscellaneous manufactures in 1994. The
bowling equipment). In 1994, U.S. exports of fur- importance of China in bilateral trade in these
niture rose by $359 million, or 12 percent, to $3.3 products was almost exclusively as a source of im-
billion. U.S. exports of works of art expanded by ported merchandise, as U.S. exports to China dur-
22 percent ($274 million) in 1994 to $1.5 billion. jng 1994 were negligible ($81 million). U.S. im-
At the same time, exports of sporting goods and ports from China rose by nearly $2.0 billion, or 25
games climbed by $186 million and $117 million, percent, to $9.9 billion in 1994. The $9.8-billion
or by 16 and 12 percent, respectively, to $1.3 bil- trade deficit with China accounted for nearly 40
lion and $1.1 billion. percent of the deficit with all countries during
1994. The composition of Chinese imports was
heavily skewed towards low technology, low- to
moderate-priced, and high-labor-intensive products
such as luggage, handbags, and flat goods; lamps
and lighting fixtures; dolls; toys and models; and
miscellaneous articles (notably artificial flowers,
Christmas decorations, and umbrellas). The abun-
dance of low-wage, semiskilled labor has provided
domestic and foreign transplant operations in China
with a significant price advantage in U.S. and
world markets for these products.

The growth in U.S. imports of miscellaneous
manufactures from $32.6 billion in 1993 to $35.3
billion in 1994, was spurred by substantial increases
in U.S. demand for furniture (car seats and wood
household furniture); sporting goods (in-line roller
skates, exercise equipment, and golf clubs); lug-
gage; and toys. Increased imports of related items
helped to offset a decline in imports of video
games (table 12-2). The $0.9-billion drop in U.S.
imports of games was largely attributable to the
saturation of the U.S. market for home video

games, imports of which receded by $925 million \; 5 yade with Canada in miscellaneous manufac-

to $1.5 billion in 1994. tures generated a nearly $300-million decline in the
bilateral balance, which shifted from a $287-million
surplus in 1993 to a $13-million trade deficit in

US B”ateral Trade 1994. An increase of 13 percent in U.S. exports

(principally automotive seats and parts, games, and

Together, the top five leading U.S. trading partners
(China, Canada, Taiwan, Japan, and Mexico) in L Miscellaneous manufactures include a wide range of
miscellaneous manufactures accounted for 60 per-consumer products such as luggage, handbags, musical instru-

. : . . ments, silverware, jewelry, bicycles, furniture, writing instru-
cent of total U.S. trade in this sector in 1994 (fig ments. lamps, sporting goods. brushes, brooms, toys, dolls,

ures 12-1 and 12-2). The most significant bilateral games, umbrellas, Christmas ornaments, artificial flowers,
trade improvement in miscellaneous manufactures typewriter ribbons, objects of art, and antiques.
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Table 12-1
Miscellaneous manufactures: U.S. exports of domestic merchandise, imports for consumption, and merchan-
dise trade balance, by selected countries and country groups, 1993 and 1994

Change, 1994 from 1993

Item 1993 1994 Amount Percent

Million dollars
U.S. exports of domestic merchandise:

China .. 78 81 3 3.3
Canada ... 2,388 2,693 305 12.8
TAIWAN . 210 273 63 29.7
JAPAN 1,140 1,325 185 16.2
MEXICO .ot 1,278 1,505 226 17.7
Ay 128 112 -16 -12.7
United Kingdom . ... 605 720 115 19.1
Thailand . .. ... 80 68 -11 -14.4
KOrBa . .ot 249 295 46 18.5
France . ... .. 324 278 -46 -14.1
Allother ... 3,093 3,419 326 10.5

TOtal 9,573 10,769 1,196 125
EU-12 . 1,881 1,955 74 3.9
OPEC . 369 324 -45 -12.2
Latin AMerica . ...t e 2,007 2,329 322 16.0
CBERA 266 294 27 10.3
Asian Pacific Rim ........... 2,285 2,688 403 17.6
ASEAN . . 303 350 46 15.3
Eastern EUrope . ... ... 18 19 1 4.6

U.S. imports for consumption:

China ..o 7,900 9,883 1,984 25.1
Canada .. ... 2,102 2,706 604 28.7
TAIWAN . 4,277 4,029 -248 -5.8
JaPAN . 4,062 2,843 -1,219 -30.0
MEXICO . . ittt et 1,758 2,185 427 24.3
Ay 2,164 2,458 294 13.6
United Kingdom ... 974 1,082 108 111
Thailand . ... 1,192 1,308 116 9.8
KOrBa . .t 1,087 1,035 -52 -4.8
France . ... . 901 990 89 9.8
AllOther ... 6,226 6,827 600 9.6

Total . 32,643 35,346 2,703 8.3
EU-12 . 5,211 5,814 603 11.6
OPEC . 363 435 72 19.8
Latin America . ...t 2,548 3,383 835 32.8
CBERA 298 354 56 18.9
Asian Pacific Rim ........ ... .. ... 19,556 20,238 682 35
ASEAN ..o 2,486 2,884 399 16.0
Eastern EUrOPE . . . ..ot 120 125 5 4.1

U.S. merchandise trade balance:

China .. -7,822 -9,803 -1,981 ®
CaANAAA ...ttt 287 -13 -299 ®)
TAIWEAN .« . oot et e -4,066 -3,756 310 6]
JAPAN o -2,922 -1,518 1,404 ®
MEXICO ...t -479 -680 -201 ?
aly .. -2,036 -2,346 -310 Q)
United Kingdom ... ... ... .. ... -370 -362 7 6]
Thailand . .. ..o -1,113 -1,240 -128 ®
KOTBA o vttt et e e -838 -740 98 ®
FIANCE ..\ttt ettt et -577 711 -134 ®
Allother ... ... . -3,133 -3,407 -274 6]

TOMAl et -23,070 24,577 -1,508 ®
EU-12 o -3,330 -3,859 -529 ®
OPEC .\t 6 -111 -117 ®
Latin AMEMICA .. ...\ttt e e -541 -1,054 -514 3
CBERA .o -32 -60 -29 ®)
Asian Pacific Rim ....... ... . -17,271 -17,550 -279 ®)
ASEAN . .ot -2,182 -2,535 -352 ®
EAStrN EUMOPE . . . o\ ee e et e e e e e e e e -101 -106 -4 ®)

1import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 Not meaningful for purposes of comparison.

Note.—Because of rounding, figures may not add to the totals shown. The countries shown are those with the largest total U.S. trade
(U.S. imports plus exports) in these products in 1994.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 12-2
Leading changes in U.S. imports in the miscellaneous manufactures sector, 1993-94

Change in 1994

Total imports

Industry/commodity groups Value Percent in 1994
Million Billion
dollars dollars

FUMItUre . . e 1,340 21 7.6

SPOItiNG QOOAS . . oo vttt et 540 25 2.7

Luggage, handbags, and flatgoods ............................ 424 16 3.0

Toysand models ....... ... 344 9 4.0

GaIMES . . ittt -886 -26 2.6

AllOther .. 941 7 15.4

TOtal .. 2,703 8 35.3

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

Figure 12-1
U.S. miscellaneous manufactures sector exports, 1994: Leading U.S. exports, by major mar-
kets, and overall percentage change since 1993

§ $2.7 BILLION
o +13 PERCENT
<
5=
JAPAN ~ Q 3
$1.3 BILLION T
SR
+16 PERCENT $2.0 BILLION 3 st
+4 PERCENT

MOTOR VEHICLE SEATS,
OFFICE FURNITURE

1994 U.S. EXPORTS
$10.8 BILLION
+13 PERCENT

WORKS OF ART, SPORTING
GOODS (GOLF CLUBS, GYM
EQUIPMENT)

MOTOR VEHICLE SEAT PARTS,
OFFICE FURNITURE

MEXICO
$1.5 BILLION
+18 PERCENT

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

12-3



Figure 12-2
U.S. miscellaneous manufactures sector imports, 1994: Leading U.S. imports, by major
sources, and overall percentage change since 1993

JAPAN P
$2.8 BILLION 2
-30 PERCENT 7

s ‘}‘ \
I Fx 3
3 4
o VIDEO GAMES AND
e CARTRIDGES

$9.9 BILLION
+25 PERCENT

ITALY
$2.5 BILLION
+14 PERCENT

1994 U.S. IMPORTS
$35.3 BILLION
+8 PERCENT

FURNITURE, LUGGAGE AND
HANDBAGS, TOYS AND
MODELS

TOYS AND MODELS, ARTI-
FICIAL FLOWERS, CHRIST-
MAS DECORATIONS, AND,

MOTOR VEHICLE
SEATS, FURNITURE

THAILAND
$1.3 BILLION
+10 PERCENT

LAMPS AND LIGHTING FITTINGS,
FURNITURE, AND SPORTING
GOODS

MEXICO
$2.2 BILLION
+24 PERCENT

TAIWAN
$4.0 BILLION
-6 PERCENT

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

sporting goods) to Canada, which reached $2.7 bil- cant declines in imports of miscellaneous manufac-
lion in 1994, was overwhelmed by a 29-percent rise tures from Taiwan were in furniture, down by $36
in imports also to $2.7 billion and also largely at- million (3 percent) to $1.2 billion; bicycles, $18
tributable to higher demand for automotive seats million lower (4 percent) at $452 million; and
and parts. Much of the trade in miscellaneous lamps and lighting fixtures, off by $76 million (15
manufactures with Canada has been heavily in-percent) to $427 million. The major offsetting in-
fluenced by the interdependence of automotive as-crease was in imports of sporting goods, which rose
sembly facilities (largely of the Big Three U.S. au- by $84 million (13 percent) to $741 million.
tomakers) along the Canadian border, which enables

shipments of vehicles and component parts without . , ,
duty under the U.S.-Canada Automotive Products Bilateral trade in miscellaneous manufactures with

Trade Act.

The continued shift of production to China and
away from Taiwan of furniture, lighting, and bi-
cycle industries was largely responsible for the
$310-million improvement in the U.S. trade balance
with this second-leading import supplier of miscel-
laneous manufactures.
with Taiwan was $3.8 billion in 1994 on imports of
$4.0 billion (down by 6 percent) and exports of
$273 million (up by 30 percent). The most signifi-
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Mexico, the fifth-largest U.S. trading partner, regis-
tered a $200-million decline to a $680-million trade
deficit during 1994. This development was largely
the result of a 26-percent rise (to $1.1 billion) in
U.S. imports of furniture, which were heavily com-
prised of seats for motor vehicles to meet strong
U.S. automotive market demand in 1994. Total

Even so, the U.S. deficit U.S. imports of miscellaneous manufactures from

Mexico increased by 24 percent to $2.2 billion in
1994, while U.S. exports were up by 18 percent to
$1.5 billion.



I i U.S. exports of games and fairground amusements
CommOdlty AnaIySIS increased by 11 percent in 1994 to $1.1 billion. A

$110-million rise in exports of video games and
parts, and bowling equipment, more than offset a

Games and fairground $47-million decline in exports of pinball machines.
The leading markets for U.S. exports continued to
amusements be Canada, Taiwan, and Korea. U.S. exports to

Canada increased by 24 percent in 1994 to $214
Near-saturation of the U.S. market for video games million; exports to Taiwan increased by 36 percent
using 16-bit technology resulted in a $1.0 bilion to $142 million; while exports to Korea decreased
reduction in the U.S. trade deficit in the games and slightly, by 4 percent to $121 million. Home video
fairground amusements (hereafter, games) sector ingame players and software, casino games, and ar-
1994, which dropped to $1.5 billion. Imports de- cade video games were the main exports to Canada
clined by $886 million (26 percent) in 1994 while in 1994,
(lagggrts Iweretup fby .5117 million ﬁlz perg:c(jent) OVEr A $47-million (23-percent) decline in exports of
- Imports of video games (home video game pinball machines in 1994, primarily to Germany,

players, software, and arcade games), which ac- :
counted for 43 percent of total U.S. imports of France, Japan, and ltaly, was in marked contrast to

games in 1994, dropped by $925 million to $1.5 strong overall market growth, indicating that for-
billion. ' " eign interest in pinball may have peaked in recent

years, and has been replaced by other leisure activi-
An estimated 20 million American homes have vid- ties, such as in-line roller skating. The slump in
eo game players using aging 16-bit technofogy. pinball exports was offset by a $48-million (18-per-
Most of these “home video game systems” (which cent) increase in exports of bowling equipment, pri-
display games on television screens or computermarily to Taiwan. The adoption of bowling as an
monitors) were made by Nintendo or Sega. TheseOlympic sport and U.S. technological advantages in
two Japanese video game giants, and long-timethe manufacture of lower cost, higher quality bowl-
U.S. producer Atari and newcomer 3DO (a joint ing equipment have aided U.S. exports. The jump
venture of IBM and Sony), are shifting to 32-bit or in exports of bowling equipment to Taiwan in 1994
64-bit technology games. According to industry followed a surge in exports to Korea in 1993, and
sources, U.S. game retailers are balking at payingreflects the high initial investment required to equip
the sticker price of up ton $400 apiece for these bowling alleys, which are rapidly growing in popu-
advanced-technology “toys. Both retailers and |5y in these nations. Exports include wood lanes,

Nintendo want to sell down inventories of Ninten- . ; ; . ;
: ! : ; pin-setting equipment, and ball-retrieving machines,
do's 16-bit games before introducing the new as well as bowling balls.

technology to the consumer, fearing that once the ]
advanced technology games are available few con- Jennifer Rorke
sumers will buy the overstocked 16-bit games. (202) 205-3489

During the 1994 transition from 16-bit to 32- and :
64-bit technology video games, imports of all types Sportlng goods

gfl ?lagqileliz nfronjrh‘i]spr?eguﬂ:aodppiﬁda(bc):)rﬁelslgzjoggliir?g) réo The United States recorded an overall trade deficit
v DTSR i L ~ of $1.4 billion in sporting goods in 1994, up from
duction in the U.S. bilateral trade deficit with Japan $1.0 billion in 1993. Rising consumer demand for

in the games sector in 1994 to $1.1 billion. Video . I : .
games and software accounted for 77 percent ofCE/tain types of competitively priced sporting goods
total game imports from Japan in 1994. reflected the continuing pursuit of healthier life-
styles, a more robust U.S. economy, and elevated
Rising relative labor costs in Japan and Taiwan anddiscretionary incomes in the United States. These
revised company policies that now allow software factors contributed to a 25-percent ($540 million)
(cartridges) for Nintendo game players to be pro- increase in U.S. imports of sporting goods in 1994
duced outside Japan have led some companies tao $2.7 billion. In-line roller skates (also known as
shift assembly of video game players and software roller blades), gymnasium and other exercise equip-
from Japan and Taiwan to China, Malaysia, and ment (such as treadmills and weight machines), and
Mexico. While imports of games from Taiwan fell parts of golf clubs provided for 86 percent of the
by $104 million (to $186 million) in 1994, imports  growth. Imports supplied about one-quarter of the
from China grew by $209 million (to $556 mil- U.S. market for sporting goods in 1994. U.S. ex-
lion); Malaysia, by $66 million (to $85 million);  ports of sporting goods also increased in 1994, but
and Mexico, by $64 million (to $84 million). the $186-million (16 percent) rise to $1.3 billion
was not nearly enough to offset the larger expan-

2Kara Swisher and Rob Pegoraro, “In Vegas, a Big Bet  sion in imports.
on More Bits; Video Game Makers Introduce New, More . . . .
Powerful Machines Into an Uncertain Markétyashington The largest increases in U.S. imports of sporting
Post May 13, 1995, p. DO1. goods in 1994 were recorded from China ($235
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million), Taiwan ($84 million), Italy ($54 million) Developing countries and newly industrialized
and Canada ($50 million). In-line roller skates ac- countries in East Asia (especially China, Taiwan,
counted for nearly half of the increase in U.S. im- Thailand, and South Korea) accounted for all of the
ports of sporting goods, growing from $51 million U.S. trade deficit in sporting goods. However, the
to $311 million. Italy and China emerged as major United States has traditionally maintained a trade
new foreign suppliers of in-line roller skates to the surplus with Japan; in 1994, that surplus expanded
U.S. market and provided a combined 35 percent of from $207 million to $239 million. The surplus
these imports in 1994, rising from almost zero in with Japan was driven by U.S. exports of golf
1993 to over $50 million each in 1994. Each clubs, in which the United States holds a competi-
country has a long tradition in the footwear indus- tive advantage over other producers worldwide, par-
try, including the production of specialized boots ticularly in quality and price. According to indus-
and athletic shoes, and was a logical location for try sources, the falling U.S. dollar vis-a-vis the
new roller-skate production in 1994. U.S. imports Japanese yénenabled U.S. exporters of golf clubs,
from Taiwan, which was the sole major supplier of golf balls, and similar high-end sports equipment to
roller skates to the U.S. market in 1993, also rose expand their market shares in Japan.
significantly (although at a lesser pace) to $137
million in 1994. Adam Topolansky
(202) 205-3394

U.S. imports of gymnasium and other exercise
equipment provided the second highest increase in
U.S. imports of sporting goods ($141 million) in .
1994. China and Taiwan were almost exclusively FFuUrniture and selected
responsible for the increase ($68 million and $60 . g
million, respectively). Despite the larger increase furnlShlngS
in U.S. imports from China, Taiwan retained a
46-percent share of U.S. imports of these productsReflecting a robust U.S. economy, imports of furni-
in 1994, while China increased its share to aboutture and selected furnishings rose by 21 percent
30 percent. Similarly, U.S. imports of parts of golf ($1.3 billion) in 1994 to $7.6 billion. The growth
clubs (golf club heads) were also sourced primarily in imports exceeded the strong performance by U.S.
from Taiwan and China in 1994. Although the furniture producers in foreign markets. Exports of
foundations for this sourcing relationship were es- furniture increased by 12 percent ($359 million) in
tablished years ago, when major U.S. sporting the same year to $3.3 billion. Consequently, the
goods companies contracted out the manufacture ofU.S. trade deficit in furniture expanded by $981
certain labor-intensive products to Taiwan’s strong million in 1994 to $4.3 billion.
metalworking industry and skilled labor force, ris-
ing labor costs in Taiwan and improvements in Chi- NAFTA partners Canada and Mexico, the first- and
na's infrastructure and business climate led to a third-ranked sources of imports, accounted for the
shift in outsourcing from Taiwan to China. bulk of the increase in U.S. imports of furniture
and furnishings in 1994. Imports from Canada rose
The increase in exports was spearheaded by shipby 30 percent ($465 million) to $2 billion in 1994.
ments of gymnasium and other exercise equipmentThose from Mexico rose by 26 percent ($226 mil-
($59 million) and golf clubs ($55 million). The lion) to $1.1 billion. Motor vehicle seats and parts
most significant growth in exports occurred in accounted for virtually all of the rise in U.S. im-
North America, where Canada and Mexico ac- ports from Mexico in 1994 and a large share of the
counted for 36 percent of the overall increase. increase from Canada. Wood household furniture
This rise coincided with the lowering of North- also contributed to the growth in imports from Can-
American trade barriers as a result of the CFTA ada.
and the North American Free-Trade Agreement ) o
(NAFTA). The improving U.S. export performance U.S. trade with Canada and Mexico in motor ve-
also benefited from depreciation of the U.S. dollar hicle seats and parts reflects the highly rationalized
against major currencies, such as the Japanese yehature of North American car production. U.S. im-
and the German mark. U.S. export increases inports from Canada typically consist of top-of-the-
gymnasium and exercise equipment were wide- line, elec’gronlcally anustabIe car seat_s, while a
spread among traditional markets (such as Canadalarge portion of the imports from Mexico are of
the European Union (EU), and Japan). In addition, Se€at covers of textile material or leather. The bulk
the growth of middle-income consumers in newly Of the imports from both countries are assembled
industrialized countries and in recently opened from U.S.-made parts and materials. U.S. imports
economies in East Asia, Central Europe, and Latin of motor vehicle seats and parts from Canada rose
America led to the rapid expansion of exports of

high-quality, U.S.-name-brand athletic equipment to 3The U.S. dollar depreciated by an average of nearly 8
those markets. percent vis-a-vis the Japanese yen in 1994,
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by 31 percent ($162 million) in 1994, to $692 mil- The motor vehicle assembly industries in Canada
lion; while those from Mexico rose by 37 percent and Japan accounted for the bulk of the increase in
($193 million) to $722 million. U.S. imports of U.S. exports of furniture in 1994. Exports of mo-
household furniture from Canada rose by 38 percenttor vehicle seats and parts to Canada rose by 23
($160 million) in 1994 to $580 million. Canadian percent ($93 million) in 1994 to $506 million,
household furniture producers provide furniture to while such exports to Japan rose from $18 million
the U.S. market at lower prices than their Europeanto $105 million. Most U.S. exports of motor-ve-
competitors. Producers in Canada have greater achicle seats and parts to Canada are destined for car
cess to lumber and significantly lower transporta- assembly facilities wholly or jointly owned by the
tion costs because of proximity to the U.S. market. Big Three U.S. automakers. Virtually all of the

. . . o increase in U.S. exports to Japan was of leather
China, Malaysia, Indonesia, and the Philippines ac- qeat cover8. The small size of Japan's domestic

counted for most of the increase in U.S. imports of eather industry contributed to the successful pe-

low-end, knock-down  furniture; fully assembled petration by US. producers of the Japanese market
household furniture of tropical hardwoods; and fur- . top-quality leather seats for luxury vehicles such

niture woven from rattan. Manufacturers in these as Lexus and Acura Legend. U.S. producers bene-
countries, which benefit from low-cost labor and f from economies of scale and a long tradition of

proximity to tropical forests, accounted for a 45 nLian-quality leather vehicle seat production.

percent ($429 million) increase of these U.S. im- gh-quaitty P

ports in 1994, which reached $1.4 billion. Imports _ . ) L

from China, which rose by $250 million in 1994 to Prior to the Mexican peso crisis in December 1994,

$748 million, accounted for the largest share. Met- U-S. producers of wood household furniture had
a household furniture accounts for an increasing "dden the wave of Mexican euphoria over NAFTA

share of U.S. imports of furniture from China and 0 _Poost exports by $100 million in 1994 to $145

the Philippines. The cost of wood is rising as the million.  In addition to the staged elimination of
supply of tropical hardwoods and rattan from these Mexican tariffs under NAFTA that made U.S. fumi-
regions has become more limited because of re-turé more cost competitive in the Mexican market,
straints on logging and delays in forest-replanting U.S. producers were the beneficiaries of NAFTA-re-
programs.  U.S. imports of metal furniture from lated consumer confidence. Moderate local credit
China rose by 63 percent (349 million) in 1994 to terms led many in Mexico's growing middle class
$128 million, while such imports from the Philip- 0 purchase U.S.-made durable goods, such as styl-

pines rose by 78 percent ($14 million) to $32 mil- ish household furnitgre, that had long been out of
lion. reach for most Mexican consumers. Because they

are considered luxury goods, exports to Mexico of
The strong U.S. market for high-quality furniture such furniture are likely to drop sharply in 1995 as
allowed for a 31-percent ($130 million) rise in im- the Mexican economy adjusts to the devaluation of
ports from lItaly in 1994 to $558 million. Most the peso and high interest rates.
imports from ltaly are of wood household furniture
although Italy is a leading supplier of leather furni- Josephine Spalding

ture. (202) 205-3498

4 Popular metals used in metal household furniture made
in China and the Philippines include powder-coated steels and S Leather seat covers fit over the metal seat frame and
aluminum. foam padding of motor vehicle seats.
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Table 12-3
Miscellaneous manufactures sector: U.S. trade for selected industry/commodity groups, by specified periods,
Jan. 1993-Dec. 19941

Change, 1994 from 1993
usITC

code 2 Industry/commodity group 1993 1994 Amount Percent

Million dollars
MMO047 Luggage, handbags, and flat goods:

EXPOItS . oo 199 233 34 17.1

IMPOMS et 2,584 3,008 424 16.4

Tradebalance .............. ., -2,385 -2,775 -390 -16.4
MMO048 Certain other leather goods:

EXPOItS . oo 79 88 9 11.4

IMPOMS . .o 168 196 28 16.7

Tradebalance ............ ... o i -89 -108 -19 -21.3
MMO049 Musical instruments and accessories:

EXPOIS . . oot 354 389 35 9.9

IMPOIS . .o 861 883 22 2.6

Tradebalance ..............co i -507 -494 13 2.6
MMO50 Umbrellas, whips, riding crops, and canes:

EXPOIS . . oot 9 8 -1 -111

IMPOIS . .o 180 188 8 4.4

Tradebalance ............ ... . i, -171 -180 -9 -5.3

MMO051 Silverware and certain other articles of precious
metal or metal clad with precious metal:

EXPOIS . . oot 87 89 2 2.3

IMPOMS . .o oo 109 317 208 190.8

Tradebalance ............. ... . -22 -228 -206 -936.4
MMO052 Precious jewelry and related articles:

EXPOIS . . oot 407 381 -26 -6.4

IMPOMS . . oot 3,232 3,625 293 9.1

Tradebalance ............ ... i -2,825 -3,144 -319 -11.3
MMO053 Costume jewelry and related articles:

EXPOMS . .o 120 126 6 5.0

IMPOITS . .. e 544 567 23 4.2

Tradebalance ............ ... i, -424 -441 -17 -4.0
MMO054 Bicycles and certain parts:

EXPOIS . ..o 197 200 3 15

IMPOITS . .. 841 825 -16 -1.9

Tradebalance ............ ... ..o, -644 -625 19 3.0
MMO055 Furniture and selected furnishings:

EXPOIS . . 2,941 3,300 359 12.2

IMPOIS . .. 6,298 7,638 1,340 21.3

Tradebalance ............. ... .o i, -3,357 -4,338 -981 -29.2
MMO056 Writing instruments and related articles:

EXPOItS . .o 242 233 -9 -3.7

IMPOIS . .. 568 611 43 7.6

Tradebalance ............. ... .o, -326 -378 -52 -16.0
MMO057 Lamps and lighting fittings:

EXPOItS . oo 472 519 47 10.0

IMPOMS . .. 1,712 1,956 244 14.3

Tradebalance .............. ... il -1,240 -1,437 -197 -15.9
MMO058 Prefabricated buildings:

EXPOItS . oo 329 415 86 26.1

IMPOIS . ..o 71 48 -23 -32.4

Tradebalance ............. ... .. 258 367 109 42.2
MMO059 Children’s vehicles:

EXPOItS . oo 34 44 10 29.4

IMPOMS . .o 228 249 21 9.2

Tradebalance ............. ... L. -194 -205 -11 -5.7
MMO060 Dolls:

EXPOIS . . oot 27 29 2 7.4

IMPOIS . .o 885 934 49 5.5

Tradebalance ............. ... -858 -905 -47 -5.5
MMO061 Toys and models:

EXPOMS . . oot 468 528 60 12.8

IMPOMS . . oo 3,666 4,010 344 9.4

Tradebalance ............ ... i -3,198 -3,482 -284 -8.9
MMO062 Games and fairground amusements:

EXPOIS . . oot 1,000 1,117 117 11.7

IMPOITS . .. e 3,461 2,575 -886 -25.6

Tradebalance ............ ... i -2,461 -1,458 1,003 40.8
MMO063 Sporting goods:

EXPOIS . . 1,140 1,326 186 16.3

IMPOITS . ..t 2,159 2,699 540 25.0

Tradebalance ............ ... i, -1,019 -1,373 -354 -34.7

See footnotes at end of table.
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Table 12-3— Continued
Miscellaneous manufactures sector: U.S. trade for selected industry/commodity groups, by specified periods,
Jan. 1993-Dec. 19941

Change, 1994 from 1993
UsITC
code 2 Industry/commodity group 1993 1994 Amount Percent

Million dollars
MMO064 Smokers’ articles:

EXPOItS . oo 74 75 1 1.4

IMPOIS . .. 137 145 8 5.8

Tradebalance ............. ... . -63 -70 -7 -11.1
MMO065 Brooms, brushes, and hair grooming articles:

EXPOItS . oo 143 148 5 3.5

IMPOMS . .o 491 525 34 6.9

Tradebalance ............. ... .l -348 -377 -29 -8.3
MMO066 Miscellaneous articles:

EXPOIS . . oot 1,250 1,524 274 21.9

IMPOIS . .o 4,449 4,449 0 0

Tradebalance ............. ... -3,199 -2,925 274 8.6

1 Import values are based on Customs value; export values are based on f.a.s. value, U.S. port of export.
2 This coding system is used by the U.S. International Trade Commission to identify major groupings of HTS import and export
items for trade monitoring purposes.

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