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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 or the Commission) instituted
investigation No. 332-345, Annual Reports on U.S. Trade Shifts in Selected Industries. The report format
was developed by the USITC in response to Congressional interest in establishing a systematic means of
examining and reporting on the significance of major trade shifts, by product and with leading U.S. trade
partnersin al natural-resource, 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 publishes two separate
reports annually: Shifts in U.S. Merchandise Trade and Recent Trends in U.S. Services Trade. A separate
report covering services trade was instituted in order to provide more comprehensive coverage of U.S. trade
performance and overall economic competitiveness.

A significant amount of the work in this recurring report is basic research required to maintain a
proficient level of trade expertise that the Commission has found essential in its statutory investigations and
in apprising its varied customers of global industry trends and competition issues. The information
compiled in this report, such as export, import, trade balance, and industry profile data (establishments,
employees, capacity utilization, and production or shipments) for over 250 major industry/commodity
groups, is not replicated elsewhere in the U.S. Government.

The information and analysisin 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 investigation conducted under
other statutory authority.

Visit the USITC’s Internet Server to find more information
about the agency and to download this and other reports

http://www.usitc.gov
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CHAPTER 1
Introduction

The internationa trade analysts of the U.S. International Trade Commission (USITC or the
Commission), Office of Industries, routinely monitor trade developmentsin all natural resource,
agricultural, and manufacturing industries, and in the services sector. Trade monitoring at the
industry/commodity sector and subsector levels (the latter referred to as industry/commodity groups and
subgroups' in this report) is a facet of the research and analysis undertaken by the Office of Industries as
part of its responsibility to provide advice and technical information on industry and trade issues. Trade
monitoring enables the USITC to better anticipate and address the issues of concern in its various roles
under U.S. trade statutes.? This annual report analyzes significant merchandise trade shifts on an aggregate
basis, on abilateral basis, and at the industry/commodity-group or -subgroup level.® This seriesis part of
the Commission’ s recurring reports that facilitate the development of core competencies and expertise, and
which enables the Commission to provide objective and in-depth analysis to the Congress, the President or
Executive Branch, other Federal agencies, and the generd public, related to emerging and complex
international trade and economic issues.

For trade-monitoring purposes, the USITC assigns U.S. Harmonized Tariff Schedule (HTS)
import headings/subheadings, and the corresponding Schedule B export categories, to industry/commodity
groups and subgroups. These groups are aggregated into 10 sectors. Appendix A lists these sectors and the
industry/commodity groups and subgroups included in each sector. Appendix B providesthe HTS 8-digit
subheading ranges included in each industry/commodity group and subgroup.

U.S. trade shifts in services are the subject of a separate USITC annual report.* Thus, throughout
this report, unless otherwise specified, references to trade balances represent U.S. merchandise trade only.
In assessing the U.S. merchandise trade deficit in 1999, it is important to note that the United States
recorded atrade surplus in services of $89.2 billion,> which, when added to the $493.1-billion merchandise
trade deficit, reduced the combined trade deficit (merchandise plus services) to $403.9 billion.

Chapter 1 of the report is the general introduction. Chapter 2 summarizes U.S. merchandise trade
for 2000, in comparison with such trade for 1999. Coverage of the individual merchandise sectors includes
data showing U.S. export, import, and trade balance shifts by industry/commodity groups (and in some

! In some cases, industry/commodity groups have been further broken down into subgroupsin order to create
more meaningful data sets.

2 Magjor rolesinclude determining whether U.S. industries are materially injured or threatened with material
injury by unfair imports, conducting studies on the international competitiveness of U.S. industries, and advising
the President and the Congress on the likely effects of trade-policy changes and proposals.

3 This report analyzes changes in U.S. merchandise trade on avalue basis. A principal reason is that aggregate
trade data by quantity are generally not available. Consequently, it is possible (if prices change significantly) for
the value of trade to change considerably, but for the quantity of trade to remain the same. Where appropriate, this
report also provides trade data on a quantity basis.

4 See USITC, Recent Trends in U.S. Services Trade, investigation No. 332-345, USITC publication 3409, May

2001.

5 Official statistics of the U.S. Department of Commerce (USDOC), reported in USDOC, Bureau of Economic

Analysis, Survey of Current Business, Table 1.1, Gross Domestic Product, Apr. 2001, p. D-3.
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cases subgroups), and shifts in trade with U.S. trade partners. In addition, the chapter also discusses the
significance of international trade in the gross domestic product of the United States compared with its
major trade partners.

Chapter 3 analyzes the shiftsin U.S. trade with each of the top five U.S. trade partners--Canada,
China, the European Union, Japan, and Mexico. Summary tables detail the important shiftsin U.S.
bilateral trade and highlight leading changes in industry/commodity groups for each of the five major trade
partners. This chapter also examines the 10-year trade trends for five industry/commodity groups
including fruit and vegetable juices, crude petroleum, natural gas, apparel, and semiconductors and
integrated circuits.

Chapters 4 through 13 address specific industry/commodity sectors, with each chapter providing a
general sector overview and identifying significant shifts in merchandise trade within the sector. In most
cases, these chapters identify significant shifts in specific industry/commaodity groups or subgroups, and
focus on trade flows (exports, imports, or trade balance) exhibiting shifts exceeding $1.5 billion. Finaly, a
statistical summary table of industry/commaodity groups or subgroups, showing absolute and percent
changes in a year-to-year comparison for 1999 and 2000, concludes each sector analysis chapter.

Appendix C provides official and estimated data (1996-2000) for domestic consumption,
production, employment, trade, and import penetration for most of the industry/commodity groups and
subgroups covered in this report.? USITC international trade analysts have estimated certain components of
these data, based on primary and secondary government and industry sources. The estimated data are
subject to change either from future secondary sources, or from the detailed surveys the USITC often
conducts in the course of statutory investigations or other work. Appendix D ranks the industry/commodity
groups exhibiting the most significant annual growth and decline in U.S. exports, imports, and trade
balances in 2000, and includes additional statistical trade data. Appendix E lists the political entities
included in the country groups shown in this report.

As part of the trade monitoring effort, the Commission also keeps track of the review of U.S.
antidumping and countervailing duty orders mandated by the Uruguay Round agreements (referred to as
sunset reviews)’ and trade disputes that are appealed to the World Trade Organization (WTO). Appendix
F lists the current status of existing AD and CVD ordersin the sunset review process. Appendix G liststhe
current status of existing WTO dispute settlement cases involving the United States.

Finally, appendix H discusses the effect of exchange rate shifts on trade flows and summarizes the
major shiftsin exchange rates that occurred during 2000, highlighting the appreciation of the Japanese yen
and depreciation of the European Monetary Union’s euro.

5 Appendix C (app. B in last year’s report) has been atered in comparison with previous years in an attempt to
include more meaningful industry data. Therefore, certain aggregate groups with data limitations have been
eliminated from this section. Additionally, certain subgroups have been included in the place of the related
aggregate group.

" The Uruguay Round Agreements Act amended section 751 of the Tariff Act of 1930 to require both
Commerce and the Commission to conduct sunset reviews of outstanding orders 5 years after their publication to
determine whether revocation of an order would be likely to lead to continuation or recurrence of dumping or a
countervailable subsidy and material injury. 19 U.S.C. 1675(c).
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TRADE DATA NOTE

Although al import and export data presented in this report are officia statistics of the U.S.
Department of Commerce (Commerce), these data may be substantially different from the data
presented by other government agencies and private institutions that cite Commerce as the source
for trade data. Possible reasons for these discrepancies are as follows:

Data in this report include merchandise trade only; other reported data may include
services.

Data are not seasonally adjusted; the values of other reported data may be so adjusted.

Data are not adjusted on a balance of payments (BOP) basis; the values of other
reported data may be so adjusted in line with the concepts and definitions used
to prepare national and international accounts.

Exports are on a domestic export/f.a.s. basis; other reported export data may be on a
total export/f.a.s. basis, which include re-exports of foreign merchandise.

Imports are on an imports-for-consumption/customs value basis; other reported import
data may be on a genera imports/customs value basis.

Exports and imports may not include all errata because certain errors may not be
corrected by Commerce in time to be included in this report.

Datain this report may be adjusted for errors that are not of sufficient magnitude to be
changed in Commerce data.

There are no adjustments for carryover (exports and imports received late or not
processed for any reason and then subsequently included in a later month's data are
reassigned to the month of exportation/entry), and trade is reported as originally
released by Commerce. Other reported data may adjust export/import trade for
carryover.

The industry/commodity groups contained in this report are developed by the USITC
and may differ from similarly |abeled groups of other sources.







CHAPTER 2
U.S. Merchandise Trade Performance

Linda White
(202) 205-3427
white@usitc.gov

Highlights of U.S. merchandise trade performance in 2000 are presented first in this chapter, along
with an overview of wider U.S. macroeconomic conditions. Next are analyses of key trade shiftsin
industry/commodity groups and sectors, and among bilateral and multilateral trade partners. Material in
this chapter is compiled from more detailed analyses presented in subsequent chapters, including important
bilatera trade and multilateral economic developments (chapter 3), and product-specific developmentsin
the industry/commodity sectors (chapters 4-13) affecting U.S. merchandise trade.

During 2000, U.S. total merchandise trade (exports plus imports) grew by $258 hillion
(16 percent) to just over $1.9 trillion, representing about 78 percent of total U.S. combined trade (exports
plus imports of merchandise and services)* and 20 percent of U.S. real (19 percent nominal) gross domestic
product. However, the U.S. merchandise trade deficit continued to widen, increasing from $375.2 billion in
1999 to $493.1 billion in 2000. Exports increased by $70.1 billion to $712.3 billion, but did not keep pace
with a$187.9 billion increase in imports, which totaled $1.2 trillion in 2000.2

At the macroeconomic level, rapid U.S. and worldwide economic growth during the first half of the
year combined with a deceleration of both during the last half exerted a mixed influence on U.S.
merchandise trade performance in 2000.% Although rapid expansion of the U.S. economy during the first
half of 2000 continued to spur growing U.S. demand for both domestic and imported goods, indications of

! Total U.S. combined trade grew by $299.6 billion (14 percent) during 2000 to about $2.4 trillion. Official
statistics of the U.S. Department of Commerce (USDOC).

2 The causes and implications of trade deficits are a subject of ongoing debate and a topic where differing views
exist. The Federal Reserve Bank of Chicago points out, for example, that trade imbalances can have a positive
effect on the U.S. economy, and that deficits by themselves are neither good nor bad but rather it is the cause of the
deficit that matters. The U.S. Trade Deficit Review Commission reached divergent conclusions as to the specific
causes and consequences of the trade deficit and the details of recommended actions. For further information , refer
to The Federal Reserve Bank of Chicago-Detroit FedPoints, “ The Upside of Trade Deficits,” Sept.-Oct. 2000,
found at Internet address http://www.chicagofed.org/publications/index.cfm, retrieved Nov. 17, 2000; The U.S.
Trade Deficit: Causes, Consequences, and Recommendations for Action, Washington, D.C.: U.S. Trade Deficit
Review Commission, Nov. 14, 2000; and Trade Liberalization: Fears and Facts (ch. 4, Trade Deficits), The
Washington Papers/179, Center for Strategic and International Studies, Washington, D.C., May 2001.

3 Information on the macroeconomic background for U.S. merchandise trade performance in 2000 was
principally derived from Christopher L. Bach, “The Year 2000,” Survey of Current Business, USDOC, Apr. 2001,
pp. 28-68; Council of Economic Advisors, Economic Report of the President, together with the Annual Report of
the Council of Economic Advisers, “The Macroeconomic Policy and Performance,” Jan. 2001, pp. 55-93; Federal
Reserve Board of Governors, Monetary Policy Report Submitted to Congress, Feb. 13, 2001; and Organization for
Economic Cooperation and Development (OECD), “United States,” OECD Economic Outlook, (Paris: OECD,
Dec. 2000), pp. 75-80.
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an economic dowdown started to emerge during the summer months resulting in lower growth in the
second half of 2000. Against a backdrop of lower investment returns from the stock market, dightly lower
levels of unemployment, and higher real (inflation-adjusted) personal incomes for the year overall,
consumers spent a higher portion of disposable incomes with a resulting negative rate of personal savings.
Likewise, business investment and expenditures were further encouraged by improved corporate-sector
performance, technological advances, and productivity gains. However, the continued strength of the U.S.
dollar against the currencies of the United States' major trade partners tended to lessen the competitiveness
of U.S. merchandise in both domestic and foreign markets.* External economic factors such as differing
growth rates among global economies, structural impediments to trade in key foreign markets, price shifts
for certain widely traded products (e.g., crude petroleum), and ongoing changes in the technology sector
(e.g., globalization and outsourcing trends in the computers hardware industry) likely had a greater direct
influence on trade shifts than exchange rates in certain industry/commodity sectors as well ason U.S.
bilateral trade flows with specific partners.

U.S. TRADE BY INDUSTRY/COMMODITY GROUPS AND SECTORS
U.S. Trade Balance

The widening of the U.S. merchandise trade deficit during 2000 primarily reflects significant shifts
in key industry/commodity groups shown in tables D-1 through D-8 in appendix D. Trade shifts
contributing to awider deficit were decreased exports (table D-2) of aircraft, spacecraft, and related
equipment (hereafter aircraft). Also contributing to awider deficit were substantial growth in imports (table
D-3) of crude petroleum; petroleum products; and telephone and telegraph apparatus. In contrast, notable
counter-shifts somewhat tempered the deficit growth during this period, particularly increased exports
(table D-1) of semiconductors and integrated circuits and decreased imports (table D-4) of lumber.

Overal, the predominant industry/commodity groups contributing to the 2000 deficit were motor
vehicles; apparel; crude petroleum; and computers, peripherals, and parts (hereafter computer hardware).
See table D-6. Trade deficits in these four groups together accounted for $264.1 billion, or about 54
percent of the U.S. merchandise trade deficit in 2000, a decrease from the previous year when they
accounted for aroughly 58-percent share. In contrast, the largest surplus ($21.7 billion) was again
recorded for aircraft (table D-6). These five groups were not only alarge component of the 2000 U.S. trade
position, but also exhibited significant shiftsin exports, imports, or both during 2000.

The major industry/commodity sectors registered trade deficitsin 2000 (table 2-1)° with the
exception of agricultural products, which recorded a wider trade surplus. The most significant change for
the year wasin chemicals and related products, which shifted from atrade surplusin 1999 to a trade deficit
in 2000. Although the trade deficit for machinery narrowed in 2000, other sectors experienced erosion of
their trade balances, accelerating the trend from previous years.

“ See app. H for amore detailed discussion about how exchange rate shifts and other macroeconomic factors
affect trade flows.

5 Discussion of U.S. merchandise trade by industry/commodity sectors excludes products covered by specia
provisions of the HTS in chs. 98-99.



Table 2-1
U.S. exports of domestic merchandise, imports for consumption, and merchandise trade balance, by major
industry/commodity sectors, 1999 and 2000*

Change, 2000 from 1999
Item 1999 2000 Absolute Percent

Million dollars

U.S. exports of domestic merchandise:

Agricultural products .. ..... ... 55,569 59,112 3,543 6.4
Forest products . ............... ... 24,070 26,434 2,364 9.8
Chemicals and related products ................... 81,240 92,433 11,193 13.8
Energy-related products . .............. ... ....... 11,957 15,529 3,572 29.9
Textlesandapparel ......... ... ... ... ... ..... 18,723 20,353 1,631 8.7
Footwear . ... ... .. ... 693 664 -30 -4.3
Mineralsandmetals . ............ ... ... ... ..., 39,890 47,280 7,390 18.5
Machinery ...... e 66,886 79,140 12,254 18.3
Transportation equipment . . .. ........ .. ... ... .... 145,937 143,641 -2,296 -1.6
Electronic products . . . ........ ... .. 162,240 189,109 26,869 16.6
Miscellaneous manufactures . .................... 15,270 16,872 1,602 10.5
Special provisions . ........ .. . 19,714 21,721 2,007 10.2
Total ... 642,189 712,287 70,098 10.9
U.S. imports for consumption:
Agricultural products . ...... .. 49,469 52,159 2,690 5.4
Forest products . ............... i, 35,798 38,195 2,398 6.7
Chemicals and related products ................... 80,172 95,295 15,123 18.9
Energy-related products . .............. ... ....... 69,473 122,650 53,177 76.5
Textlesandapparel ......... ... ... ... ... ... .... 71,269 80,909 9,640 135
Footwear . ... ... .. ... 14,074 14,856 782 5.6
Mineralsandmetals . ......... ... ... ... ... ..... 81,717 95,015 13,298 16.3
Machinery ...... e 79,143 89,293 10,150 12.8
Transportation equipment . . .. .......... ... ... .... 203,661 223,355 19,694 9.7
Electronic products . .. ........ ... .. 228,469 277,854 49,384 21.6
Miscellaneous manufactures . .................... 60,312 67,322 7,011 11.6
Special provisions . ......... . . 43,879 48,436 4,556 10.4
Total ... 1,017,435 1,205,339 187,904 18.5
U.S. merchandise trade balance:
Agricultural products .. ... .. 6,100 6,953 853 14.0
Forest products . .............. ..., -11,727 -11,761 -34 -0.3
Chemicals and related products ................... 1,068 -2,862 -3,930 (2
Energy-related products . .............. ... ....... -57,516 -107,121 -49,605 -86.
Textlesandapparel ......... ... ... ... ... ....... -52,547 -60,555 -8,009 -15.2
Footwear . ... ... . ... -13,380 -14,192 -812 -6.1
Mineralsandmetals . ......... ... ... ... ... ..... -41,827 -47,735 -5,908 -14.1
Machinery ...... e -12,257 -10,153 2,103 17.2
Transportation equipment . . .. ......... ... ... . .... -57,724 -79,714 -21,990 -38.1
Electronic products . .. ........ ... .. -66,230 -88,745 -22,516 -34.0
Miscellaneous manufactures . .................... -45,042 -50,450 -5,408 -12.0
Special provisions .......... . . . -24,165 -26,715 -2,550 -10.6
Total ... -375,246 -493,052 -117,805 -31.4

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

Note.—Calculations based on unrounded data.

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



U.S. Exports

U.S. merchandise exports improved in 2000 for each industry/commodity sector except
transportation equipment and footwear (table 2-1). The most significant export increases (exceeding
$1.5 billion) were (in descending order of shifts) electronic products, machinery, chemicals and related
products, and minerals and metals. Together, these four sectors recorded a net export gain totaling
$57.8 billion, which accounted for 82 percent of the net increase of all U.S. merchandise exports in 2000.
Further analyses of the underlying factors and the leading products responsible for export shiftsin these
and other industry/commodity sectors are provided in chapters 4-13.

U.S. Imports

U.S. merchandise imports rose in 2000 for every industry/commodity sector (table 2-1). The most
significant (exceeding 1.5 billion) were (in descending order) energy-related products, € ectronic products,
transportation equipment, and chemicals and related products. Together, these four sectors accounted for
$137.4 billion (73 percent) of the net increase in merchandise imports. Further analyses of the underlying
factors and the leading products responsible for import shifts in these and other industry/commodity sectors
are provided in chapters 4-13.

U.S. BILATERAL/MULTILATERAL TRADE
Significant Bilateral/Multilateral Shifts

The growth of the U.S. merchandise trade deficit during 2000 also reflected significant shifts with
certain key trade partners. Table 2-2 shows U.S. bilateral merchandise trade with its 10 largest partners
(ranked by total trade) and U.S. multilateral merchandise trade with selected country groups® during 2000.
The U.S. trade deficit widened by $6.7 billion or more with each of its five major partners--Canada, China,
the European Union (EU), Japan, and Mexico.” Further analyses of the underlying factors and the leading
products responsible for trade shifts for each of these five mgor partners are provided in chapter 3.

Significance of International Trade in the Gross Domestic Product

To provide perspective on the significance of international trade in the U.S. economy, merchandise
trade values are compared with various macroeconomic measures. For the United States and its five major
trade partners, the relative sizes of their economies, U.S. bilateral merchandise trade flows, and the ratios
of such balancesto U.S. gross domestic product (GDP) are compared in table 2-3. The U.S. merchandise
trade deficit with al worldwide trade partners combined was higher in 2000 than the previous 2 years-5.0
percent of the nominal U.S. GDP in that year—compared to ratios of 4.1 percent in 1999 and 3.2 percent in
1998. In 2000, U.S. merchandise trade deficits with its five major trade partners accounted for 3.4 percent

® See app. E for alist of countries/political entitiesincluded in selected country groupings of table 2-2.

" In recent years, these countries consistently appeared as the top five U.S. partnersin terms of total trade. The
15 member countries of the EU are considered together as asingle U.S. trade partner, for no individual EU country
was consistently ranked among the top five U.S. trade partners from year to year.
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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, 1999 and 2000*

Change, 2000 from 1999
Item 1999 2000 Absolute Percent

Million dollars

U.S. exports of domestic merchandise:

Canada . ......... .. 145,731 155,601 9,869 6.8
MEXICO . . .ottt 81,381 100,442 19,061 23.4
JaPAN . . 54,310 60,751 6,441 11.9
China . ... 12,585 15,335 2,750 21.9
Germany . ....... . 25,151 27,403 2,251 9.0
United Kingdom . . ... ... . . . . 35,815 38,148 2,332 6.5
KOrea . . o 22,038 26,302 4,265 19.4
TaAIWAN . . o 17,640 22,404 4,764 27.0
France ... ... 17,654 18,921 1,267 7.2
Malaysia . . .. ..o 8,558 10,123 1,565 18.3
AllOther . ... ... 221,326 236,858 15,532 7.0
Total ... 642,189 712,287 70,098 10.9
EU-15 ... 142,029 152,652 10,623 7.5
OPEC ... e 19,397 18,234 -1,163 -6.0
Latin America .. ...t 133,944 156,292 22,348 16.7
CBERA ..................................... 19,030 20,728 1,698 8.9
........................................ 159,371 185,282 25,911 16.3

Sub Saharan Africa .. ......... .. ... 5,332 5,563 232 4.3
Central and Eastern Europe . ..................... 2,650 2,743 94 35

U.S. imports for consumption:

Canada . ....... . 198,242 229,060 30,818 15.5
MEXICO . . .ottt 109,018 134,734 25,716 23.6
Japan . . ... 130,951 145,742 14,791 11.3
China ... 81,522 99,581 18,058 22.2
Germany . ....... . 55,386 58,349 2,963 5.3
United Kingdom . . ... ... .. . 38,773 42,843 4,069 10.5
KOrea . . . 31,152 39,829 8,677 27.9
TaAIWAN . . o e 35,057 40,384 5,327 15.2
France .. ... ... 25,400 29, '435 4,034 15.9
Malaysia . . ... 21,391 25 447 4,056 19.0
AllOther . ... ... 290,541 359,936 69,394 23.9
Total ... 1,017,435 1,205,339 187,904 18.5
EU-15 ... 194409 '218.375 23,966 12.3
OPEC ... . 38892 62.934 24,041 61.8
Latin America .. ... 165 686 206 087 40,401 24.4
CBERA ..................................... 19,365 22161 2,796 14.4
........................................ 382,342 443,490 61,148 16.0

Sub Saharan Africa .. ........ ... ... 13,750 22,213 8,463 61.5
Central and Eastern Europe . ..................... 4,803 6,385 1,581 32.9

U.S. merchandise trade balance:

Canada . ....... . -52,511 -73,459 -20,948 -39.9
MEXICO . . .ottt -27,637 -34,292 -6,655 -24.1
Japan . ... -76,641 -84,991 -8,350 -10.9
China ... -68,937 -84,245 -15,308 -22.2
GeImany . ... -30 235 -30,946 -712 -2.4
United Kingdom . . ... .. . -2,958 -4,695 -1,737 -58.7
KOrea . . o e -9,115 -13,526 -4,412 -48.4
TaAIWAN . . o -17, 417 -17,980 -563 -3.2
France ... ... ... 7,747 -10,514 -2,767 -35.7
Malaysia . . ... -12,833 -15,325 -2,491 -19.4
AllOther . . ... . -69,215 -123,078 -53,863 -77.8
Total ... -375,246 -493,052 -117,805 -31.4
EU-15 ... -52,380 -65,723 -13,343 -25.5
OPEC ... -19,495 -44.699 -25,204 -129.3
Latin America .. ... -31,742 -49,795 -18,053 -56.9
CBERA ..................................... -335 -1,433 -1,098 -327.6
........................................ -222,971 -258,208 -35,237 -15.8

Sub Saharan Africa .. ......... .. ... -8,418 -16,649 -8,231 -97.8
Central and Eastern Europe . ..................... -2,154 -3,642 -1,488 -69.1

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

Note.—Calculations based on unrounded data. The countries shown are those with the largest total U.S. trade (U.S.
imports plus exports) in these products in 2000.

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



Table 2-3
U.S. bilateral merchandise trade balances with major partners, in dollars and as a ratio to nominal U.S.
gross domestic product (GDP), 2000

Ratio of the

u.S. merchandise

Nominal u.S. u.S. merchandise trade balance

Partner GDP exports imports trade balance to U.S. GDP
Billion dollars —— Million dollars — Percent

European Union (EU) . .......... 8,917.9 152,652 218,375 -65,723 0.7
Japan ........... ... . .. 4,622.1 60,751 145,742 -84,991 0.9
China....................... 1,065.7 15,335 99,581 -84,246 0.9
Canada ..................... 705.2 155,601 229,060 -73,459 0.7
Mexico . ..................... 557.0 100,442 134,734 -34,292 0.3
United States . . ............... 9,963.1 712,287 1,205,339 -493,052 5.0

Note.--Calculations based on unrounded data.

Source: U.S. trade data compiled from official statistics of the U.S. Department of Commerce (USDOC). GDP data
for the United States are from USDOC, Bureau of Economic Analysis, Survey of Current Business, Table 1.1,
Gross Domestic Product, Apr. 2001, p. D-3. Estimated GDP data for Canada, Japan, Mexico, EU, and China are
from U.S. Department of State, Country Reports on Economic Policy and Trade Practices, 2000, found at
http://lwww.state.gov/e/eb/rls/rpts/eptp/2000, retrieved May 7, 2001.

of nominal U.S. GDP. Over the 5-year period 1996-2000, imports of merchandise (goods) became a larger
component of the U.S. economy, whereas exports of U.S. goods fluctuated over the years to represent a
larger share of GDP in 2000 compared with 1999 (table 2-4).

However, comparing U.S. global merchandise imports and exports as shares of GDP with such
ratios for its major trade partners (table 2-5, with Germany in place of the EU due to data availability)
indicates that, during 1996-2000, global merchandise trade accounted for a smaller portion of GDP for the
United States and Japan (the world’ s two largest economies) than for other major partners. In terms of
exports, U.S. trade partners continued to benefit from growth (albeit Slowing) in the U.S. economy that
provided a strong market for their exportsin recent years. Although the ratio of merchandise imports to
GDP was higher for the United States than for Japan over the 5-year period, it was roughly one-third the
ratio for Canada and Mexico and at least two-fifths the ratio for Germany until 2000 when Germany’s
imports from the United States and foreign markets overall decreased by about half in terms of U.S.
dollars®

8 See ch. 3 for more information about significant shifts with leading trade partners.
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Table 2-4
Components of U.S. gross domestic product (GDP) and trade as a share of GDP, 1996-2000

Component 1996 1997 1998 1999 2000
Billion current dollars
Personal consumption expenditures:
GoodS ... 2,190.6 2,284.6 2,407.1 2,601.7 2,830.3
SEIVICES . ..t 3,047.0 3,239.8 3,4415 3,655.6 3,927.0
Gross private domestic investment ......... 1,242.7 1,383.7 1,531.2 1,622.7 1,832.7
Exports:
GoOdS ... 582.1 643.2 634.7 642.2 712.3
Services . ... 255.8 279.0 285.1 299.3 308.7
Imports:
GoodS ... 790.5 862.4 907.6 1,017.4 1,205.3
Services . ... 154.8 171.2 185.5 203.1 2195
Government consumption expenditures and
grossinvestment ..................... 1,421.9 1,481.0 1,529.7 1,630.1 1,743.7
Gross Domestic Product . . .......... 7,813.2 8,300.8 8,759.9 9,299.2 9,963.1
Percent
Exports as a share of GDP:
Goods ... 7.5 7.7 7.2 6.9 7.2
Services . ... 3.3 3.4 3.3 3.2 3.1
Imports as a share of GDP:
GoOdS ... 10.1 104 104 11.0 12.1
Services . ... .. 2.0 2.1 2.1 2.2 2.2

Note.--Calculations based on unrounded data. Components of U.S. GDP may not sum to total, as merchandise

(goods) trade data are consistent with other trade statistics cited in this report.

Source: Merchandise trade data are compiled from official statistics of the U.S. Department of Commerce
(USDOC). All other data (balance-of-payments basis) are from USDOC, Bureau of Economic Analysis, Survey of

Current Business, Table 1.1, Gross Domestic Product, Apr. 2001, p. D-3.

Table 2-5

Merchandise trade as a share of gross domestic product (GDP) for the United States and major trade

partners, 1996-2000

(Percent)
Change

Country 1996 1997 1998 1999 2000 1996-2000
Exports as a share of GDP:

United States ........... 7.5 7.7 7.2 6.9 7.2 -0.3

Japan ................. 8.9 9.8 9.9 9.4 10.0 11

China ................. 18.5 20.2 19.1 19.5 20.1 1.6

Canada ............... 34.1 34.5 36.0 374 38.5 4.4

Mexico . ............... 28.7 27.5 28.3 29.2 30.1 14

Germany .............. 22.4 24.5 25.8 28.9 13.9 -8.5
Imports as a share of GDP:

United States ........... 10.1 104 104 11.0 12.1 2.0

Japan ................. 7.6 7.3 6.7 6.3 7.1 -0.5

China ................. 17.0 15.8 14.6 15.3 18.6 1.6

Canada ............... 29.0 31.8 33.9 34.4 33.8 4.8

Mexico . ............... 26.7 27.3 30.2 30.4 314 4.7

Germany .............. 19.6 21.3 22.0 27.8 125 -7.1

Note.--Calculations based on unrounded data.

Source: U.S. trade data compiled from official statistics of the U.S. Department of Commerce (USDOC). GDP data
for the United States are from USDOC, Bureau of Economic Analysis, Survey of Current Business, Table 1.1,
Gross Domestic Product, Apr. 2001, p. D-3. Estimated trade and GDP data for Japan, China, Canada, Mexico, and
Germany are from U.S. Department of State, Country Reports on Economic Policy and Trade Practices, 2000,

found at http://www.state.gov/e/eb/rls/rpts/eptp/2000, retrieved May 7, 2001
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CHAPTER 3

Significant Shifts With Leading Partners and
Factors Affecting Trends in Selected
Industry/Commodity Groups

This chapter examines noteworthy economic and trade developments among major U.S. trade
partners during 2000 and selected industries during 1990-2000. Significant shiftsin U.S. trade with each of
the top five U.S. trade partners are discussed, including highlights of trade-related devel opments and
analyses of trade trends. Long-term trade trends are analyzed for five selected industry/commodity groups.

SIGNIFICANT SHIFTS WITH LEADING PARTNERS

The following summarizes key shiftsin U.S. merchandise trade with each of its top five trade
partnersin terms of U.S. total trade (exports plus imports)--Canada, China, the European Union, Japan,
and Mexico. For each partner, U.S. trade flows are discussed for the relevant industry/commodity groups
and subgroups. A tabulation of significant shiftsin trade isincluded at the end of the discussions for each
partner.

Canada
Change in 2000 from 1999:

U.S. trade deficit: Increased by $20.9 billion (40 percent) to $73.5 billion
U.S. exports: Increased by $9.9 billion (7 percent) to $155.6 billion
U.S. imports: Increased by $30.8 billion (15 percent) to $229.1 billion

* Tota U.S. merchandise trade with Canada increased by 12 percent in 2000 to $384.7 billion (table
3-1), reaching alevel dightly greater than U.S. merchandise trade with the EU ($371.0 billion) and
close to two-thirds of that with Asia ($628.8 billion). Among individua nations, Canada was both
the largest market for U.S. exportsin 2000 and the principal source of U.S. imports. Bilateral
trade with Canada s strongly influenced by the highly integrated nature of North American
manufacturing, as evidenced by high levels of foreign direct investment between these two
countries.* Geographic proximity, the North American Free Trade Agreement, shared
infrastructure, similar markets, and the strong presence in Canada of subsidiaries of U.S.
corporations promote trade between the United States and Canada.

! Canada was the second-leading destination for U.S. foreign direct investment in 1999 (latest data available)
at $111.7 billion according to the Bureau of Economic Analysis (BEA), “U.S. Direct Investment Abroad,
International Data, Country Detail for Position, Capital Flow, and Income,” found at
http://www.bea.doc.gov/bea/di/diapos, retrieved Feb. 2001. Canadian Foreign Direct Investment in the United
States was $79.7 billion in 1999. Found at http://www.bea.doc.gov/bea/di/fdipos (latest data available), retrieved
Feb. 2001.

2 See ch. 2 for ageneral discussion about U.S. and international macroeconomic conditions that influenced U.S.
merchandise trade performance in 2000.
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* The sharp expansion in the U.S. merchandise trade deficit with Canadain 2000 largely reflects the
growing U.S. dependence on Canada as a source of energy, higher petroleum prices in 2000, faster
economic growth in the United States than Canada,® and higher labor costs in the United States
than Canada.* The U.S. trade deficit with Canadain the energy sector expanded by $13.5 billion
(87 percent) in 2000 and accounted for 65-percent of the total increase in the U.S. trade deficit
with Canada that year. U.S. imports of crude petroleum and natural gas from Canada rose by
$11.1 billion in 2000, while U.S. exports of these products increased by only $351 million. A
significant part of the $6.1-billion (93-percent) risein U.S. imports of crude petroleum from
Canadain 2000 was caused by a 65 percent increase in the world price of crude petroleum.®

»  Canadawas among both the largest foreign suppliers of semiconductors to the U.S. market and the
largest foreign markets for U.S. exports of semiconductors in 2000 as global demand for
semiconductors and other electronic/electrical components expanded significantly.® U.S. exports of
semiconductors, circuit apparatus, and printed circuits to Canada rose by $824 million (18
percent) in 2000 to $5.5 billion, whereas U.S. imports from Canada rose by $289 million
(11 percent) to $2.8 billion, generating a U.S. trade surplus of $2.7 billion. Canadais a major
location for the production of telecommunications equipment, and a significant portion of U.S.
exportsis likely being consumed in Canadian-made telecom equipment. In addition, Canadaisa
significant semiconductor production-sharing partner for the United States. IBM has afacility in
Canada used for the assembly of semiconductors that are fabricated into intermediate or finished
products in other locations, including the United States.

» Similar cross-border integration of manufacturing and marketing affects trade in computer
equipment. The United States maintains a trade surplus with Canada in computer equipment and
parts that rose by $330 million in 2000 to $2.1 hillion.’

* U.S. exports of aircraft engines and aircraft equipment rose by $330 million (9 percent) during
2000 to $3.8 hillion, whereas U.S. imports of these products rose by $1.4 billion (27 percent) to
$6.7 billion, resulting in a U.S. trade deficit with Canada of $2.9 billion. Canadian producer
Bombardier is aworld leader in the production of commuter jets? U.S. demand for such aircraft is
significant because the United States did not produce regional jet aircraft in 2000. Canadais a
major market for Boeing, the dominant U.S. producer of large civil aircraft. In addition, Boeing
has three production facilities in Canada that manufacture aircraft components for the North
American market.

* U.S exports of certain motor vehicle parts to Canada declined by $386 million (2.4 percent) in
2000 to $15.8 hillion, while U.S. imports of motor vehicles from Canada declined by $907 million
(2 percent) to $45.7 billion. The modest declinein U.S.-Canadian automotive trade in 2000

% Real output growth in 2000 for the United States was 5.0 percent compared with 4.7 percent for Canada.
IMF, World Economic Outlook, May 2001, p. 2, retrieved Jun. 6, 2001.

4 According to the Bureau of Labor Statistics, labor costs for manufacturing workers in Canadain 1999 were
19 percent lower than in the United States.

5 See “Crude Petroleum” in this chapter and ch. 7 for additional information.

8 See “ Semiconductors and Integrated Circuits” in this chapter for additional information.

"U.S. exports of computers and parts to Canada rose by $859 million (17 percent) in 2000 to $5.9 billion, while
U.S. imports from Canada rose by $529 million (17 percent) to $3.7 hillion.

8 See “ Aircraft, Spacecraft, and Related Equipment” in ch. 11 for additional detail.
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contrasts with the sharp rise in U.S.-Mexican automotive trade, reflecting a steady southward shift
in the North American assembly of finished vehicles and auto parts.®

U.S. exports

U.S. exports of copper and related articles to Canada rose by $913 million (166 percent) during
2000 to $1.5 hillion. The rise reflects exports of semifabricated copper articles by aU.S. entity for
further fabrication in Canada. The articles are returned to the United States for further processing.

U.S. imports

U.S. imports of lumber from Canada fell by $799 million (11 percent) during 2000 to $6.2 billion,
primarily reflecting declining prices. However, U.S. imports of furniture from Canada rose by
$604 million (17 percent) during 2000 to $4.2 billion. Canadian furniture producers are successful
in the U.S. market owing to geographic proximity, low-cost lumber, similar preferencesin
furniture design, comparable methods of manufacture, and similar channels of distribution.

Asa result of relatively strong prices in 2000 compared with 1999, the value of U.S. imports of
wood pulp and wastepaper rose by $601 million (28 percent) during 2000 to $2.8 billion. The
quantity of wood pulp imported from Canada increased by 5 percent while the quantity of imports
of waste paper rose by 40 percent. The increase was due, in part, to the higher operating costs of
U.S. pulping operations and the strength of the U.S. dollar.

U.S. imports from Canada of printing and writing papers rose by $348 million (12 percent) during
2000 to $3.2 hillion. Both the volume and the average unit value of these imports rose as Canadian
product increased its share of the U.S. printing and writing papers market.

The more than doubling of U.S. imports of optical goods in 2000, to $933 million, was attributable
to growing demand for imported optical components used in advanced optoelectronic and fiber-
optic voice, video, and data communications systems. These components are used in such data-
intensive applications as I nternet access, real-time data backup, e-mail, video teleconferencing, and
movement of large blocks of stored data across networks. Principal Canadian suppliers of these
products are Nortel Networks and JDS Uniphase Corp, as well as smaller Canadian network
component suppliers.®®

Josephine Spalding
(202) 205-3498
spalding@usitc.gov

° U.S. exports of certain motor vehicle parts to Mexico rose by $1.6 billion (31 percent) in 2000 to $6.7 billion
whereas U.S. imports of finished vehicles from Mexico grew by $5.2 billion (33 percent) to $21.0 billion.
0'U.S. Government and industry officials, email and telephone communication by USITC staff, Mar. 15-23,

2001.
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Table 3-1
Leading changes in U.S. exports to and U.S. imports from Canada, 1999 and 2000

Change, 2000 from 1999
Sector/commodity 1999 2000 Absolute Percent
Million dollars

U.S. EXPORTS:
Increases:
Minerals and metals:
Copper and related articles (MM036) . .......... 549 1,462 913 166.2
Steel mill products (MMO025) . ................. 2,254 2,579 325 14.4
Electronic products:
Computers, peripherals, and parts (ET035) ....... 5,021 5,880 859 171
Semiconductors and integrated circuits (ET033) ... 2,787 3,302 516 18.5
Telephone and telegraph apparatus (ET017) ...... 2,613 3,105 491 18.8
Optical fibers, optical fiber bundles and
cables (ETO37) ... ..o 373 592 220 58.9
Circuit apparatus not exceeding 1000V (ET028) ... 1,222 1,378 156 12.8
Printed circuits (ET026) ..................... 695 848 153 22.0
Energy-related products:
Petroleum products (CHO05) ................. 1,010 1,300 290 28.8
Electrical energy (CHOO1) .................... 206 398 191 92.7
Natural gas and components (CH006) .......... 148 307 160 108.2
Transportation equipment:
Aircraft engines and gas turbines (ET001) ....... 1,628 1,841 214 131
Aircraft, spacecraft, and related
equipment (ETO13) ....................... 1,883 2,000 116 6.2
Decreases:
Certain motor-vehicle parts (ET010) .............. 16,218 15,832 -386 -2.4
Allother ... .. . . 109,125 114,777 5,652 5.2
TOTAL . . 145,731 155,601 9,869 6.8
U.S. IMPORTS:
Increases:
Energy-related products:
Crude petroleum (CHO04) . ................... 6,552 12,654 6,103 93.1
Natural gas and components (CH006) .......... 6,933 11,970 5,037 72.7
Petroleum products (CHO05) ................. 2,362 3,911 1,549 65.6
Electrical energy (CHOO1) .................... 1,334 2,711 1,377 103.3
Electronic products:
Telephone and telegraph apparatus (ET017) ...... 4,564 9,156 4,592 100.6
Optical goods, including ophthalmic
goods (ETO38) ... ..o, 373 933 560 150.1
Computers, peripherals, and parts (ET035) ....... 3,213 3,742 529 16.5

Transportation equipment:
Aircraft, spacecraft, and related

equipment (ETO13) ....................... 3,801 4,747 946 24.9
Aircraft engines and gas turbines (ET001) ....... 1,461 1,957 496 33.9
Forest products:
Wood pulp and wastepaper (AG059) ........... 2,154 2,754 601 27.9
Printing and writing papers (AG063) ............ 2,861 3,209 348 12.2
Newsprint (AG062) . .............cuiiiii... 3,341 3,674 333 10.0
Other:
Furniture (MMO54) . ........ ... ... ... ...... 3,607 4,211 604 16.7
Precious metals and non-numismatic
coins (MMO20) ... i 2,218 2,728 510 23.0
Decreases:
Transportation equipment:
Motor vehicles (ET009) ...................... 46,563 45,656 -907 -1.9
Rail locomotive and rolling stock (ET008) ........ 1,170 816 -355 -30.3
Other:
Lumber (AGO052) . ...t 7,041 6,242 -799 -11.4
Allother ... . . 98,695 107,988 9,294 9.4
TOTAL .ot 198,242 229,060 30,818 15.5

Note.-Calculations based on unrounded data.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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China
Change in 2000 from 1999:

U.S. trade deficit: Increased by $15.3 billion (22 percent) to $84.3 billion*
U.S. exports: Increased by $2.8 billion (22 percent) to $15.3 billion
U.S. imports: Increased by $18.1 billion (22 percent) to $99.6 billion

* TheU.S. trade deficit with Chinawidened during 1999-2000 due in part to consumer demand and
the continued strength of the U.S. economy, particularly early in 2000. Total U.S. trade with China
increased by 22 percent in 2000 to $114.9 billion (table 3-2) and accounted for 6 percent of total
U.S. merchandise trade with al trading partners. The United States remained China’s second-
largest trading partner despite China’s effortsto diversify its export markets in anticipation of the
widely predicted fourth quarter dowdown in the U.S. economy. Trade reports from Chinaindicate
that U.S. imports consisted largely of labor- intensive processed goods, while technology-intensive
products and raw materials dominated U.S. exports to China.'?

* China s GDP grew by 8 percent in 2000, to $1.1 trillion, primarily due to growth in the industrial
sector, increased infrastructure investment, and greater urban consumption.™® Disposable income
among urbanites grew by 6.4 percent, retail salesincreased by 9.7 percent, and fixed-asset
investment climbed by 9.3 percent.

* According to China's General Administration of Customs, the value of China sinternational trade
in goods and services grew by nearly 30 percent in 2000.** China' s exports grew by 27 percent to
$250 hillion and itsimports increased by 35 percent to $225 billion. Southeast Asian markets
absorbed nearly 70 percent of China s exports during 2000, with export growth driven primarily
by sdles of machinery and high-technology equipment such as telecommunications, € ectronics, and
information technology products. These products accounted for about 42 percent of the value of
Chind stotal exports. Garments, textiles, and shoes accounted for much of the remainder. 1n 2000,
China became the world’s third-largest computer hardware exporter,*® asthe Taiwan computer
equipment industry shifted much of its production and investment to China.*®

*  The Chinese Government reportedly continued its efforts during 2000 to stimulate the economy
with proactive fiscal and monetary policies that included boosting demand through infrastructure
spending; prioritizing investment in infrastructure (especially in western China) and technical
innovations; promoting greater urban and rural consumption; and by increasing VAT rebates on

! Because the United States and Chinatreat trade through Hong Kong differently, U.S. and Chinese
measurements of the bilateral deficit differ significantly. China maintains that the United States should not count
goaods from U.S.- and other foreign-owned processing and compensation ventures in China that are shipped to the
United States via Hong Kong as Chinese exports. China considers these transshipments to be Hong Kong' s exports
to the United States. See The Economist Intelligence Unit (EIU), “Political Scene: Tensions Continue With the
USA,” Country Report: China, Mar. 1, 1996.

2 U.S. State Department, telegram No. 2094, “ China s Economy in 2000: Lucky Numbers,” prepared by U.S.
Embassy, Beijing, March 1, 2001.

B bid.

14 U.S. State Department, telegram No. 724, “Chinese Trade Diversifying: Less Vulnerable to Fluctuationsin
U.S. Economy,” prepared by U.S. Embassy, Beijing, Jan. 1, 2001.

5 U.S. State Department, telegram No. 5923, “ China Trade: Thank Heaven for Little Dragons,” prepared by
U.S. Embassy, Beijing, June 15, 2000.

16 “China' s Economic Power: Enter the Dragon,” The Economist, Mar. 7, 2001.
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staple exports such as machinery, electronics, textiles, footwear, and toys that contributed to
Chind s strong export performance.

e China simports were driven by a 25-percent increase in demand for machinery, production inputs,
and electronic components from Japan, Korea, Taiwan, and Hong Kong for China's processing
and assembly trades. As aresult, these products accounted for alarge share (46 percent) of
China s total imports during 2000.

U.S. exports

* Increasesin U.S. exports of electronics and high-technology products can be attributed to a 23-
percent expansion in output of China s processing and assembly industry in 2000. In particular,
the Chinese computer market grew significantly in 2000, according to China' s Ministry of
Information Industry, in response to demand for PCs from educationa ingtitutions as well asto the
rapid development of the software and computer service sectors and to expansion in Internet usage.
Further, China planned to invest $25 billion in telecommunication infrastructure in 2000, and
expects to add 30 million fixed-line users, 30 million mobile-phone users, and 11 million
data/multimedia-communications users. Highlights of the leading increases and decreasesin U.S.
exports are identified in table 3-2.

» U.S exportsto China of oilseeds, principally soybeans, increased dramatically during 2000,
largely attributable to expanding domestic demand for soybeans and a reported shift in officia
Chinese Government policy regarding the importation of soybean oil and meal.*® Chinarelies on
imports of soybeans to satisfy its growing demand for oil and meal. In 2000, the Chinese
Government encouraged the importation of raw soybeans for crushing and processing by Chinese
mills rather than the importation of finished mea and ail.

U.S. imports

* U.S imports from China continued to rise during 2000 despite Chind s efforts to lessen its reliance
on the U.S. market and shift its exports to recovering Asian markets. The United States continued
to be China's largest single export market, accounting for amost 25 percent of China s total
exports in 2000.7

» Sustained U.S. demand for electronic products, principally computer hardware, consumer
electronics (except televisions), and telephone and telegraph apparatus, as well as apparel,
furniture, footwear, and household appliances (including commercia models) during 2000
accounted for 39 percent of al U.S. imports from China. Increased imports of computer hardware
alone ($2.9 billion) accounted for 16 percent of the overall risein U.S. imports from China. Direct
investments in China by Taiwan, as well as China s desire to export more value-added high-
technology products,® spurred tremendous growth in China s output of telecommunications,
electronic, and information technology products during 2000. For example, China’s output of

¥ FY 2001 Country Commercial Guide: China, U.S. State Department, found at
http://www.state.gov/www/about_state/business/com-guides/2001/eap/china-ccg2001, pdf, retrieved Mar. 28, 2001.

18 Qilseeds: World Market and Trade, U.S. Department of Agriculture, Foreign Agricultura Service, FOP
03-01, March 2001.

¥ U.S. State Department, telegram No. 724, “Chinese Trade Diversifying: Less Vulnerable to Fluctuationsin
U.S. Economy.”
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printed circuit boards, automated switching equipment, mobile telephone equipment (excluding
mobile telephones themselves), and microcomputers, presumably influenced by U.S. and global
demand, each grew between 40 and 100 percent per sector during 2000 compared to 1999.%
Highlights of the leading increases and decreasesin U.S. imports are identified in table 3-2.

William Greene
(202) 205-3405
greene@usitc.gov

2 U.S. State Department, telegram No. 2094, “China' s Economy in 2000: Lucky Numbers.”
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Table 3-2

Leading changes in U.S. exports to and U.S. imports from China, 1999 and 2000

Change, 2000 from 1999

Sector/commodity 1999 2000 Absolute Percent
Million dollars
U.S. EXPORTS:
Increases:
Agricultural products:
Oilseeds (AG032) . ...t 354 1,020 666 188.0
Hides, skins, and leather (AG046) ............. 127 260 134 105.5
Minerals and metals:
Copper and related articles (MM036) . .......... 90 286 195 216.2
Iron and steel waste and scrap (MM023) ......... 96 216 119 124.1
Other:
Computers, peripherals, and parts (ET035) ....... 691 1,140 450 65.1
Semiconductor manufacturing equipment
and robotics (MMO087) . .................... 127 292 165 129.4
Decreases:
Transportation equipment:
Aircraft, spacecraft, and related
equipment (ETO13) ....................... 2,294 1,689 -604 -26.3
Aircraft engines and gas turbines (ET001) ....... 196 97 -99 -50.4
Other:
Fertilizers (CHO16) ......................... 933 662 -271 -29.1
Boilers, turbines, and related machinery (MM090) . . 202 81 -121 -59.8
Crude petroleum (CHO04) . ................... 57 ® -57 -100.0
Animal or vegetable fats and oils (AG033) ....... 74 20 -53 -72.5
Allother ... . . 7,345 9,572 2,227 30.3
TOTAL . . 12,585 15,335 2,750 21.9
U.S. IMPORTS:
Increases:
Electronic products:
Computers, peripherals, and parts (ET035) ....... 7,761 10,670 2,908 37.5
Consumer electronics (except
televisions) (ETO18) .............ccuuuunnn 4,756 6,252 1,496 315
Telephone and telegraph apparatus (ET017) ...... 2,172 2,942 770 35.4
Other:
Apparel (CHO49) ........... ... ... ... ....... 7,399 8,528 1,130 15.3
Furniture (MMO54) . ........ ... ... ... .. ..... 3,001 4,060 1,059 35.3
Footwear (CHO51) ......................... 8,438 9,206 768 9.1
Decreases:
Miscellaneous manufactures:
Brooms, brushes, and hair grooming
articles (MMO63) . ........... ... ... .. ..... 474 410 -64 -13.5
Hair grooming articles, non-electric
(except brushes) (MM063B) ................ 219 168 -50 -23.0
Other:
Nuclear materials (CH002) ................... 75 1 -74 -98.2
Shirts and blouses (CHO49E) ................. 1,816 1,766 -51 -2.8
Unwrought zinc (MMO40A) ................... 54 29 -25 -45.7
Cotton, not carded or combed (AG049) ......... 24 0 -24 -100.0
Allother ... . . . 45,332 55,547 10,214 225
TOTAL .ot 81,522 99,581 18,058 22.2

!Less than $500,000.

Note.-Calculations based on unrounded data.

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



European Union
Change in 2000 from 1999:

U.S. trade deficit: Increased by $13.3 billion (26 percent) to $65.7 billion
U.S. exports: Increased by $10.6 billion (8 percent) to $152.7 billion
U.S. imports: Increased by $24.0 billion (12 percent) to $218.4 billion

Consumer and manufacturing demand stimulated by a strong U.S. economy through most of 2000
was a principal factor responsible for the sustained growth in U.S. imports and the U.S. trade
deficit with the nations of the European Union (table 3-3). Thistrend followed expansionsin the
U.S. trade deficit of $17.7 billion (51 percent) in1999 and $10.6 billion (44 percent) in 1998.
Growth in U.S. import demand was principally concentrated in pharmaceuticals, petroleum
products, transportation equipment, and electronic products and instruments.

Economic growth for the 15 member nations of the EU rose by 3.3 percent in 2000, compared
with 2.5 percent growth in 1999. Economic expansion during the second half of the year dowed
somewhat from the pace established during the first half of 2000 in response to higher energy
prices and dowing worldwide demand. Germany, Italy, France, Spain, and the United Kingdom
experienced marked reductionsin growth rates in their economies during the second half of 2000.%
Overal EU economic growth in 2000 resulted in afalling rate of unemployment, to 8.4 percent
from 9.2 percent in 1999. EU merchandise exports represented a major factor in the growth of EU
economies during 2000 as industrial production increased by an estimated 4.4 percent.

U.S. exports

The leading EU market for U.S. manufacturers in 2000 was the United Kingdom, accounting for
25 percent of total exports to the EU, followed by Germany (18 percent). Both nations are major
markets for U.S. aircraft and aircraft parts, pharmaceuticals, and computers and computer-
equipment.

U.S. exports of semiconductors and integrated circuits along with semiconductor manufacturing
equipment and robotics led the increase in U.S. exports to EU nations in 2000. Worldwide
semiconductor sales grew by 38 percent in 2000, largely reflecting higher prices and strong global
and EU demand for semiconductors and integrated circuits in personal computers, mobile
communications, and in industrial electronics and distribution.?

Increases in exports of pharmaceuticals (medicinal chemicals) to the EU reflected increasing U.S.
investment in Europe by U.S. multinational pharmaceutical companies who reportedly have taken

2 Eurostat Economic Statistics, European Commission, found at http//www.europa.eu/int.comm.eurostat...nt-
catalogue/EN?catalogue=Eurostat, retrieved Apr. 5, 2001.

2 “European Economic Outlook,” Price Waterhouse Coopers, found at http//www.pwcglobal.com/gx/eng/ins-
sol/spec-int, retrieved April 4, 2001.

2 Eurostat Economic Statistics, European Commission, found at http//www.europa.eu/int.comm.eurostat...nt-
catalogue/EN?catalogue=Eurostat, retrieved Mar. 28, 2001.

% Jean-Philippe Dauvin, “Chip market surpasses $200B mark — Digital networking products, mobile ICs lead
the way to a new growth era,” Electronic Buyers News, Jan. 1, 2001, found at http://proquest.umi.com/ pgqdweb?
TS=...3&Idx=4&Deli, retrieved Mar. 27, 2001. See “ Semiconductors and Integrated Circuits’ in this chapter for
additional information.
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advantage of tax differentials between nations by shipping bulk active ingredients to production
facilities abroad, such as Ireland, where tax policy is favorable to value-added manufacturing.? In
addition, at least one major Irish pharmaceutical company sources pharmaceutical products from
manufacturing facilities in the United States.

» U.S exports of aircraft, spacecraft, and related equipment to Europe declined in 2000 as Boeing
delivered alarger share of aircraft to U.S. customers than to European customers. Shipmentsin
2000 largely reflect orders for aircraft placed 18 to 24 months before delivery.?®

U.S. imports

»  Germany was the leading EU supplier of U.S. imports in 2000, accounting for 27 percent of total
U.S. imports from the EU, followed by the United Kingdom (20 percent) and France (13 percent).
All three nations are major suppliers of motor vehicles, pharmaceuticals, and aircraft and related
equipment to the U.S. market.

» Thetransportation sector, largely composed of aircraft and related equipment, accounted for 15
percent of the increase of U.S. imports from EU nations in 2000. European manufacturers,
particularly French producers, have established a strong presence in the U.S. and globa markets
through aggressive marketing efforts, and demand has remained strong for civil passenger
transport aircraft as passenger air miles continue to climb.?

»  Pharmaceutical products accounted for the largest single increase in imports from the EU due to
the increasing tendency of U.S. pharmaceutical firms to outsource the production of intermediate
and finished products from Ireland, Germany, and the United Kingdom® and the large number of
prominent multinational pharmaceutical companiesin these nations.® Ireland, in particular, has
sought to attract foreign investment to the country through the use of tax incentives for U.S. and
other foreign pharmaceutical firms.** As aresult, Ireland has become a base for a number of
worldwide pharmaceutical and biotechnology exporting companies.®

% Shipping bulk active ingredients between countries also alows companies to formulate productsin local
markets to conform to specific local requirements.

2% aying foundations for growth,” Euromoney, June 2000, found at http://proquest.umi.com/ pgdweb?
TS=...3&Sid2&Idx=4&Deli, retrieved Apr. 9, 2001. See “Medicinal Chemicals’ in ch. 6 for additional
information.

% See “ Alircraft, Spacecraft, and Related Equipment” in ch. 11 for additional information.

# Bruce D. Nordwall, “French Manufacturers Succeed In Global Aerospace Market,” Aviation Week & Space
Technology, Aug. 28, 2000, found at http://proquest.umi.com/pgdweb? TS=...=3&Sid, retrieved Mar. 28, 2001.

% For additional details, see USITC “Outsourcing by the Pharmaceutical Industry Provides Opportunities for
Fine Chemical Producers Worldwide,” Industry Trade and Technology Review, October 1999.

% Clay Boswell, Feliza Mirasol, “Sourcing Pharmaceutical Manufacturing From Offshore Facilities,” Chemical
Market Reporter, Oct. 25, 1999, p. A28.

# |bid.

% | aying foundations for growth,” Euromoney, June 2000, found at http://proquest.umi.com/pgdweb?
TS=...=&Did, retrieved Mar. 27, 2001.
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* U.S.imports of petroleum products increased by $2.7 billion (96 percent) to $5.6 billion due
primarily to the significant rise in the price of crude petroleum in 2000.* This price increase served
to increase the value of downstream fuel-related products imported from Europe, although the

volumes of products imported tended to remain stable.

Table 3-3

Leading changes in U.S. exports to and U.S. imports from EU15, 1999 and 2000

Vincent DeSapio
(202)-205-3435
desapio@usitc.gov

Change, 2000 from 1999

Sector/commodity 1999 2000 Absolute Percent
Million dollars
U.S. EXPORTS:
Increases:
Semiconductor manufacturing equipment
and robotics (MMO87) .. ....... ... 1,539 2,911 1,372 89.1
Medicinal chemicals (CH025) ................... 7,072 8,327 1,254 17.7
Semiconductors and integrated circuits (ET033) .. ... 3,788 4,956 1,169 30.9
Decreases:
Transportation equipment:
Aircraft, spacecraft, and related
equipment (ETO13) ....................... 19,107 15,628 -3,479 -18.2
Motor vehicles (ET009) ...................... 2,604 2,055 -549 -21.1
Allother . ... .. . 107,918 118,775 10,857 10.1
TOTAL ..o 142,029 152,652 10,623 7.5
U.S. IMPORTS:
Increases:
Medicinal chemicals (CH025) ................... 17,803 22,676 4,873 27.4
Petroleum products (CHO05) ................... 2,871 5,619 2,748 95.7
Aircraft, spacecraft, and related equipment (ET013) .. 7,288 9,532 2,244 30.8
Decreases:
Machinery:
Printing and related machinery (MMO081) ......... 1,478 1,224 -254 -17.2
Molds and molding machinery (MM099) ......... 1,425 1,194 -231 -16.2
Allother ... .. . . . 163,544 178,130 14,585 8.9
TOTAL .o 194,409 218,375 23,966 12.3

Note.-Calculations based on unrounded data.

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

% See “Crude Petroleum” in this chapter and ch. 7 for additional information.
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Japan
Change in 2000 from 1999:

U.S. trade deficit: Increased by $8.4 billion (11 percent) to $85.0 billion
U.S. exports: Increased by $6.4 billion (12 percent) to $60.8 billion
U.S. imports: Increased by $14.8 billion (11 percent) to $145.7 billion

» Thedeficit with Japan, which reached its highest historical level in 2000, remained the largest
among U.S. bilateral trade partners. This deficit widened for the fourth consecutive year as
increases in imports from Japan outpaced growth of U.S. exports to that country. However, a5-
percent appreciation of the yen against the dollar during 2000 (table H-1) moderated growth of this
deficit.®

» Expansion of the U.S. trade deficit and of bilateral trade flows with Japan largely reflected
divergences between arobust, albeit slowing, U.S. economy®® and a Japanese economy in a decade-
long slowdown. Japan’s economy emerged from a second-half 1999 recession, aided by
government spending, to grow sporadically during 2000 by 1.2 percent for the year in real terms.*’
Growth of private consumption, key to sustained recovery, continued to be dampened by ongoing
economic and financial uncertainties.®

»  Japanese economic performance was uneven across industry sectors. Certain large firmsin the
information-technology and automotive industries benefitted from sustained demand at home,
abroad, or both.* Japan is the world' s second-largest producer of, and market for, products of
these industries™ which predominated among the leading shiftsin U.S. bilateral trade with Japan in
2000 (table 3-4). In contrast, chemicals, steel, and other heavy industries in Japan are still plagued
with overcapacity despite recent restructuring attempts.**

U.S. exports

*  Growing Japanese demand for electronic components, resulting from the boom in personal
computers (PC) and mobile telephones, spurred increased U.S. exports of semiconductor

% For more on shifts of the dollar-yen exchange rate during 2000, see “ Exchange Rates’ in appendix H.

% See ch. 2 for more information about U.S. economic performance in 2000.

% Official statistics of the Ministry of Finance, reported in “Main Economic Indicators of Japan,” Policy
Planning and Research Division, Minister’s Secretariat, Ministry of Finance, Mar. 2001.

% Household spending was negatively influenced by pension concerns, potential future health-care costs,
corporate bankruptcies, weak financial institutions burdened by rising amounts of non-performing loans, rising
public-sector debt, depressed stock and property markets, continued near-record levels of unemployment, and
smaller December employee bonuses. Economist, “Asia’ s So Slow Express, Japan’s Economic Recovery Appears
Still to be on Track, but the Risks of a Derailment are Rising,” Nov. 4, 2000, pp. 75-77; Ichiko Fuyuno, “ Japan,
High Anxiety,” Far Eastern Economic Review, Feb. 22, 2001, p. 62; and Japan External Trade Organization, The
State of the Japanese Economy, Statistics and Trends Through 4Q 2000, Apr. 2001, found at
http://www.jetro.go.jp/ec/e/report/4Q_2000.pdf, retrieved Apr. 23, 2000.

% Economist, “Asia’s So Slow Express.”

“ U.S. and Foreign Commercia Service (US& FCS) and U.S. Department of State (State Dept.), “Chapter V,
Leading Sectors for U.S. Exports and Investment, Best Prospects for Non-Agricultural Goods and Services,”
FY2001 Country Commercial Guide, Japan, July 2000, pp. 30, 35, and 40.

4L Economist, “Asia’s So Slow Express.”
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manufacturing machinery and of semiconductors and integrated circuits.** Such trade may decline
over the long-term, however, as Japanese electronics firms are planning large-scale investments to
expand production of electronic components.*® Partly as aresult of years of market-access
negotiations,* the U.S. share of the Japanese electronic components market was estimated at 26
percent for 2000, including components produced in the United States by Japanese transplants.*

« Similarly, expansion of the Internet* and telecommunications networks in Japan spurred greater
U.S. exports of computers, peripherals, and parts; and of telephone and telegraph apparatus.*’
Consumer demand for these products remained robust as evidenced by rising PC shipments to
households, subscriptions to mobile telephone services, and sales of handsets offering Internet
access.® Corporationsin Japan, partly in anticipation of electronic commerce, are contracting for
information-technology services with companies that are constructing large-scale * server farms,” in
which U.S. suppliers currently hold a leading market position.*

* Lower exports of aircraft, spacecraft, and related equipment in 2000 were almost exclusively due
to significantly lower deliveries (58 percent in value terms) of large civil aircraft to Japan, asa
result of purchasing decisions dating back to 1998 at the height of the Asian financial crisis.®

U.S. imports

* Import growth of motor vehicles, certain motor-vehicle parts, and internal combustion piston
engines, other than for aircraft, was driven by sustained U.S. consumer demand, continued
popularity of certain Japanese import models of passenger cars and light trucks, and the presence
of numerous Japanese transplant facilities in the United States that rely on Japanese-origin
components in their automobile assembly operations.™

» Rising imports of semiconductors and integrated circuits, electrical capacitors and resistors, and
semiconductor manufacturing machinery mirrored global trends as the growing U.S. electronics

“2 See “ Semiconductors and Integrated Circuits” in this chapter and “ Semiconductor Manufacturing
Equipment” in ch. 10 for additional information.

“3 Economist, “Asia’s So Slow Express.”

“ Moreover, a new multilateral Joint Statement on Semiconductors replaced the 1996 bilateral Semiconductor
Agreement that expired in mid-1999. For more information about progressin U.S.-Japan bilateral negotiations to
reduce barriers to trade in semiconductors, see Office of the U.S. Trade Representative, “ Japan,” 2001 National
Trade Estimate Report on Foreign Trade Barriers, Apr. 2001, pp. 263-264.

% US& FCS and State Dept., “Electronic Components, Leading Sectors for U.S. Export and Investment,” pp. 30-
31

“6 The number of Internet users in Japan was estimated to exceed 27 million at the beginning of 2000 and is
anticipated to reach 77 million within 5 years. US& FCS and State Dept., “Telecommunications Equipment,
Leading Sectors for U.S. Export and Investment,” p. 35.

47 See “Computers, Parts, and Peripherals’ and “ Telephone and Telegraph Apparatus’ in ch. 12 for additional
information.

“8 Economist, “Asia’s So Slow Express.”

“ US& FCS and State Degpt., “Computers and Computer Peripherals, Leading Sectors for U.S. Export and
Investment,” p. 35.

% See “ Alircraft, Spacecraft, and Related Equipment” in ch. 11 for additional information.

*! See “Motor Vehicles’ and “ Certain Motor-Vehicle Parts” in ch. 11 for additional information.
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industry turned to foreign sources to ensure adequate supplies of €l ectronic components while
simultaneously upgrading and expanding domestic € ectronic component production.>

Similarly, expanding U.S. computer and telecommunications demand, mirroring global trends,
spurred greater imports of computers, peripherals, and parts, and of telephone and telegraph
apparatus from Japan as firms in both countries competed globally and produced and exported
similar products.>

The decline in imports of photographic cameras and equipment was primarily attributable to
declines of electrostatic photocopying machines and parts for such copiers. Japan remained the
largest U.S. source of such copiersin 2000, but U.S. imports were down from nearly all top
sources™ as competition intensified among manufacturers for larger shares of a dwindling U.S.
market for copiers.®

Karl Tsuji
(202) 205-3434
tsuji@usitc.gov

%2 See “ Semiconductors and Integrated Circuits” in this chapter, “ Semiconductor Manufacturing Equipment” in
ch. 10, and “Electrical Capacitors and Resistors’ in ch. 12 for additional information.

%3 See “Compuiters, Parts, and Peripherals’ and “ Telephone and Telegraph Apparatus’ in ch. 12 for additional
information.

% U.S. imports of electrostatic photocopying machines of HTS 9009.12.00 from all sources declined by $485.7
million (39 percent) from the previous year level to $771.5 million in 2000. Compiled from officia statistics of the
U.S. Department of Commerce.

% See for example, Susan Avery, “Manufacturers to Face Off in 2001,” Purchasing Magazine, Jan. 25, 2001,
found at http://www.manufacturing.net/magazine/archives/2001/pur0125.01/0120ffice.htm, retrieved May 8, 2001.
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Table 3-4
Leading changes in U.S. exports to and U.S. imports from Japan, 1999 and 2000

Change, 2000 from 1999
Sector/commodity 1999 2000 Absolute Percent
Million dollars

U.S. EXPORTS:
Increases:
Electronic products:
Computers, peripherals, and parts (ET035) ....... 3,680 4,451 770 20.9
Semiconductors and integrated circuits (ET033) ... 2,801 3,296 495 17.7
Telephone and telegraph apparatus (ET017) ...... 1,787 2,223 436 24.4
Measuring, testing, and controlling
instruments (ET043) ...................... 1,518 1,939 421 27.7
Optical goods, including ophthalmic
goods (ETO38) ... 499 756 257 51.6
Transportation equipment:
Certain motor-vehicle parts (ET010) ............ 997 1,317 319 32.0
Aircraft engines and gas turbines (ET001) ....... 979 1,216 237 24.2
Other:
Semiconductor manufacturing
machinery (MMO87A) ..................... 1,204 2,190 987 82.0
Works of art and miscellaneous manufactured
goods (MMO64) ........... ... ... ... ... 176 429 253 143.2
Decreases:
Aircraft, spacecraft, and related equipment (ET013) .. 4,557 3,252 -1,304 -28.6
Allother ... . . 36,113 39,683 3,570 9.9
TOTAL . . 54,310 60,751 6,441 11.9
U.S. IMPORTS:
Increases:
Transportation equipment:
Motor vehicles (ET009) ...................... 32,115 34,507 2,392 7.4
Certain motor-vehicle parts (ET010) ............ 4,562 5,374 812 17.8
Motorcycles, mopeds, and parts (ET011) ........ 1,321 1,963 642 48.6
Internal combustion piston engines, other than
for aircraft (ET002) . ......... ... 4,682 5,299 617 13.2
Electronic products:
Semiconductors and integrated circuits (ET033) ... 6,401 8,045 1,644 25.7
Computers, peripherals, and parts (ET035) ....... 13,645 14,540 896 6.6
Telephone and telegraph apparatus (ET017) ...... 3,210 3,896 685 21.3
Measuring, testing, and controlling
instruments (ET043) ...................... 1,796 2,348 552 30.8
Electrical capacitors and resistors (ET025) ....... 912 1,429 517 56.7
Consumer electronics (except
televisions) (ETO18) .............c.cuuuunnn 5,322 5,834 511 9.6
Television receivers and video monitors (ET022) .. 409 732 322 78.8
Optical goods, including ophthalmic
goods (ET038) ... ..o 1,144 1,421 277 24.2
Machinery:
Semiconductor manufacturing
machinery (MMO87A) ..................... 1,568 2,869 1,301 82.9
Miscellaneous machinery (MM098) ............. 1,291 1,679 388 30.1
Other:
Medicinal chemicals (CH025) ................. 1,894 2,243 349 18.4
Decreases:
Photographic cameras and equipment (ET039) ..... 2,646 2,063 -583 -22.0
Games (MMOB0) .. ... ... 2,525 2,179 -345 -13.7
Steel mill products (MMO25) . ................... 1,461 1,231 -229 -15.7
Allother ... . . 44,049 48,090 4,041 9.2
TOTAL ... . i 130,951 145,742 14,791 11.3

Note.-Calculations based on unrounded data.

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

3-15



Mexico
Change in 2000 from 1999:

U.S. trade deficit: Increased by $6.7 billion (24 percent) to $34.3 billion
U.S. exports: Increased by $19.1 billion (23 percent) to $100.4 billion
U.S. imports: Increased by $25.7 billion (24 percent) to $134.7 billion

Higher world petroleum prices® contributed significantly to the growth in the U.S. trade deficit
with Mexico in 2000, as the rise in the value of crude petroleum imported from Mexico accounted
for 18 percent of the growth in value of U.S. imports from Mexico that year, but accounted for 63
percent of the increase in this deficit.

* A sizeable portion of U.S. trade with Mexico continued to reflect cross-border integration of
manufacturing and U.S.-based manufacturers’ foreign direct investment in Mexico through
subsidiaries and joint-ventures.>” The value added to U.S.-origin parts and materials through
assembly and finishing operations in Mexico amplified the U.S. merchandise trade deficit as the
bulk of these assembled goods were exported back to the United States. The lower labor costsin
Mexico compared with those in the United States provides an incentive to perform labor-intensive
manufacturing operations in Mexico.® Largely due to cross-border rationalization of production,
Mexico is the second-largest U.S. trade partner in terms of total trade.

» Theforeign assembly industry (operating under the Maguiladora and PITEX Programs™)
accounted for 86 percent of Mexico’s exports to the United States in 2000.%° Major exports from
these assembly plants were automobiles, auto parts, appard, televisions, computer and
telecommuni cations equipment, and other electronic products. Together, these industries were
responsible for most of the growth in the nonpetroleum U.S. trade deficit with Mexico in 2000.

U.S. exports

* A 6.9-percent growth in Mexico’'s real GDP in 2000 and much higher demand for U.S.-origin
refined petroleum products and natural gas by manufacturing plantsin Mexico’s foreign assembly

% See “Crude Petroleum” in this chapter and ch. 7 for additional information.

5 BNA Inc,“Mexico’'s Trade Gap Low in February; Exports, Imports Fall With U.S. Economy,” International
Trade Daily, Mar. 15, 2001, pp. 9-10, #58.

% Despite being 15 percent higher than in the previous year, the average hourly compensation for
manufacturing workers in Mexico in 1999 (US$2.12) was still only 11 percent of that in the United States
($19.20). U.S. Department of Labor, Bureau of Labor Statistics, “International Comparison of Hourly
Compensation Costs for Production Workersin Manufacturing, 1999," news release, Sep. 7, 2000.

 Effective Jan. 1, 2001, the Government of Mexico modified both the Maguiladora and PITEX (Program for
Temporary Importation to Manufacture Exported Products) programs to eliminate duty-free entry of components,
materials, and machinery for use in the production of goods for export to the United States and Canada under
NAFTA unless these industrial inputs were imported from Mexico’s NAFTA partners. Effective the same date,
under the Sectoral Promotion program, Mexico reduced its normal rate of duty on thousands of industrial inputs to
0 or 5 percent ad valorem to lessen the impact of the modification to the Maguiladora program on assembly plants
using inputs imported from non-North American sources.

 Calculated from official statistics of the Government of Mexico, available on CD-ROM from Global
Information Services, World Trade Atlas: Mexico Edition, December 2000.
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industry bolstered U.S. exports to record levels in 2000.* Higher world crude petroleum prices
enabled the Mexican Government to increase expenditures for education, health care, and
infrastructure projects. This, in turn, spurred employment in export-oriented manufacturing
industries and boosted consumer confidence, thereby expanding Mexico’'s demand for automobiles,
telephone and telegraph apparatus, and builders' hardware imported from the United States.

Increased exports of electronic products, miscellaneous plastics products, and fabrics, primarily
destined as inputs to the maquiladora industry or to Mexican domestic manufacturing sectors,
drove overall U.S. exportsin 2000 to their highest levels. Collectively, exports of these products
rose by $6.1 billion (37 percent) to $23.1 billion and accounted for 23 percent of the overall
increase in U.S. exports to Mexico in 2000.

U.S. imports

Record U.S. imports from Mexico in 2000 were driven by continued growth in the U.S. economy.®?
Although Mexico has free-trade agreements with 31 countries, the United States accounted for 89
percent of Mexico's overall exportsin 2000. The automotive, electronic products, and apparel
sectors accounted for most U.S. imports of manufactured goods from Mexico.®* Mexico is a
leading supplier of these products to the U.S. market. Selected electronic products (table 3-5)
accounted for 26 percent ($6.8 billion) of the expansion of U.S. imports from Mexico in 2000.%

Motor vehicles, certain motor-vehicle parts, and seats for motor-vehicles and aircraft accounted for
25 percent ($6.3 billion) of the total increase in U.S. imports from Mexico in 2000. The mgjority
of motor vehicle imports from Mexico continue to consist of small and medium-size cars and light
trucks. Mexico's liberalization of trade and investment regulations under NAFTA has enabled
companies such as General Motors, Ford, Volkswagen, and DaimlerChryder to accelerate their
cross-border rationalization of production in North America.®

Ruben Mata
(202) 205-3403
mata@usitc.gov

& Latin Focus Consensus Forecast, “Mexico GDP 2000-First Take,” found at http://www.economy.com.

% Wes Basel, “United States GDP-First Take,” found at
http://www.dismalscientist.com/economy/releases/gdp/htm, retrieved March 30, 2001.

8 Official statistics of INEGI (Mexico's census bureau), as of Oct. 2000, reprinted from “Maquiladora
Scoreboard,” Twin Plant News, May 2001, p 55. Comparable data are not available for companies registered under

PITEX.

8 See “Electronic Products’ in ch. 12 for additional information.
% See “Motor Vehicles’ in ch. 11 for additional information.
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Table 3-5
Leading changes in U.S. exports to and U.S. imports from Mexico, 1999 and 2000

Change, 2000 from 1999

Sector/commodity 1999 2000 Absolute Percent
Million dollars
U.S. EXPORTS:
Increases:
Energy-related products:
Petroleum products (CHO05) ................. 1,847 3,508 1,661 90.0
Natural gas and components (CH006) .......... 302 668 366 121.4
Transportation equipment:
Certain motor-vehicle parts (ET010) ............ 5,088 6,669 1,582 31.1
Internal combustion piston engines, other than
for aircraft (ET002) ...........c.c.cuuunnnn. 1,407 2,407 999 71.0
Motor vehicles (ET009) ...................... 2,277 3,207 930 40.9
Electronic products:
Semiconductors and integrated circuits (ET033) ... 3,178 4,488 1,310 41.2
Telephone and telegraph apparatus (ET017) ...... 1,827 2,401 574 31.4
Computers, peripherals, and parts (ET035) ....... 2,804 3,303 500 17.8
Other:
Miscellaneous plastic products (CH041) ......... 3,635 4,517 883 24.3
Fabrics (CHO46) ........... ... ..., 1,972 2,588 617 31.3
Decreases:
Apparel (CHO49) ........ ... ... .. .. .. . . ... ... 2,515 2,296 -219 -8.7
Parts of circuit apparatus (ET030) ............... 1,066 984 -82 -7.7
Allother ... . . 53,464 63,404 9,940 18.6
TOTAL .o 81,381 100,442 19,061 234
U.S. IMPORTS:
Increases:
Transportation equipment:
Motor vehicles (ET009) ...................... 15,813 21,025 5,212 33.0
Certain motor-vehicle parts (ET010) ............ 3,687 4,586 899 24.4
Energy-related products:
Crude petroleum (CHO04) . ................... 5,265 9,838 4573 86.8
Petroleum products (CHO05) ................. 670 1,125 455 67.9
Electronic products:
Telephone and telegraph apparatus (ET017) ...... 2,668 4,641 1,973 73.9
Computers, peripherals, and parts (ET035) ....... 7,239 9,047 1,808 25.0
Radio and television broadcasting
equipment (ET023) ....................... 1,974 3,279 1,305 66.1
Circuit apparatus not exceeding 1000V (ET028) ... 1,679 2,153 474 28.2
Consumer electronics (except
televisions) (ETO18) .............c.cuuuunnn 2,556 3,025 470 18.4
Semiconductors and integrated circuits (ET033) ... 1,066 1,511 445 41.8
Television receivers and video monitors (ET022) .. 4,609 4,928 320 6.9
Other:
Apparel (CHO49) .......... ... ... ... ... ..... 7,846 8,731 885 11.3
Seats for motor vehicles and aircraft (MM067) . ... 1,817 2,026 209 11.5
Decreases:
Medicinal chemicals (CH025) ................... 292 168 -124 -42.4
Other fresh fruit (AG024) .. ... ... ... 479 370 -109 -22.8
Allother ... . . 51,357 58,280 6,923 13.5
TOTAL ... . i 109,018 134,734 25,716 23.6

Note.-Calculations based on unrounded data.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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TEN-YEAR TRENDS IN SELECTED INDUSTRY/COMMODITY GROUPS

This section provides added perspective on trade shifts in five industry/commodity groups by
examining longer term trends in exports, imports, and trade balance for the period 1990-2000. The selected
groups were chosen on the basis of their general widespread attention among the industry, trade, and
business community as well as important global developments influencing their trade. A summary of the
common economic trends among U.S. industry/commaodity groups is presented followed by explanations of
particular trends in the selected products.

Summary

During 1990-2000 the United States continued to experience a growing deficit in its merchandise
trade balance. Factors influencing the deficit in this period included a generally stronger U.S. economy
compared with its trading partners; a general increase in the real exchange rate of the U.S. dollar;%
globalization of U.S. industries; and increasing competition, especially from emerging industrial
countries.®” Throughout the 1990s, U.S. demand for foreign goods outpaced foreign demand for U.S.
goods, due largely to strong economic growth in the United States. Economic growth in many important
foreign markets was constrained by large debts, particularly among those countries hardest hit by the
economic and financia crises that evolved during the latter half of 1997 in East/Southeast Asiaand the
Latin America regions.®® Asthe U.S. economy continued to grow during 1990-2000, demand for imports
increased in all industry sectors, outpacing the increases in exports.

Most global developmentsin the selected groups worsened the trade deficit. For example, unit price
increases substantially enlarged the deficit for crude petroleum and natural gas. The widening of the trade
deficit in apparel, resulting from bigger gainsin imports than exports, reflected ongoing trade liberalization,
strong U.S. consumer demand, growing price competitiveness of foreign garments as the dollar appreciated,
and efforts of Asian countries to expand exports in the aftermath of the Asian financia crisis of 1997 and
1998 to earn much-needed foreign exchange. Although the U.S. trade deficit expanded for the
aforementioned groups, prospects for two of the selected groups substantially improved. Fruit and
vegetable juices realized a significant reduction in the deficit during 1990-2000. The trade deficit for
semiconductors and integrated circuits, an important high-technology segment of the U.S. economy,
narrowed considerably despite an increase in the deficit during several of the intervening years.

Of the 259 USITC industry/commodity groups® routinely monitored by Commission staff, groups
registering deficits accounted for nearly two-thirds of the total: 164 experienced deficits in 2000, and the
cumulative deficit of the top 5 groups (table D-7) totaled almost $295 billion versus a surplus of
approximately $50 billion for the top 5 groups recording surpluses (table D-8). The top groups where the
United States had trade surpluses (based on 2000 trade) include Aircraft, Spacecraft, and Related
Equipment™ (although there was a substantial reduction in the surplus during 1999-2000); Semiconductor
Manufacturing Equipment and Robotics,”* Cereals;”* Oilseeds;” and Measuring, Testing, and Controlling
[ nstruments.”

% See app. H for the shiftsin exchange rates during the last half of this decade, and for a detailed discussion
about how exchange rate shifts and other economic factors affect trade flows.

57 See discussions on significant shifts with leading partners early in this chapter.

% For more details about devel opments regarding the global financial crisis and trade developments for these
countries, see USITC, Shifts in U.S. Merchandise Trade in 1999, investigation No. 332-345, USITC publication
3353, Sep. 2000, p. 3-1.

% See app. A for alist of the industry/commodity groups.

™ See “ Alircraft, Spacecraft, and Related Equipment” in ch. 11 for additional detail.

™ See “Commodity Analysis of Semiconductor Manufacturing Equipment” in ch. 10 for additional detail.

2 See ch. 4 for additional detail.

" Ibid.

™ See “Measuring, Testing, and Controlling Instruments” in ch. 12 for additional detail.
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Fruit and Vegetable Juices™

Figure 3-1
Fruit and vegetable juices: Imports, exports, trade balance, and trade ratios, 1990-2000
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Source: Compiled by the U.S. International Trade Commission.

* During the 1980's, a series of freezesin Florida and Texas, that killed many fruit trees resulted in
new plantings further south in these States that have reached peak yields in the recent 10-year
period.

» Although the overall U.S. trade deficit narrowed during the 10-year period, it widened by $6
million in 2000 to $54 million. The reason for this growth in the deficit is that world prices of
applejuice, the principal U.S. import, rose significantly whereas the price of orange juice, the
principal U.S. export, fell significantly in 2000 compared with 1999 levels. World supplies of
orange juice increased in 2000, resulting in lower prices as Florida production increased by 21

™ This industry/commodity group includes fruit and vegetable juices such as orange, apple, grape, and mixed
juices.
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percent. U.S. apple juice price increases may have been influenced, in part, by an antidumping case
against Chinese apple juice.

U.S. exports

The United States exports about 10 percent of its domestically produced fruit juice, much of which
is blended with imported fruit juices selected for such blending characteristics as acidity,
sweetness, coloration, and seasonality. Ample supplies of U.S. fruit juice production and strong
global demand led to an increase in the export of U.S. produced and blended juices during much of
the 1990-2000 period. During this time frame, exports grew from under $400 million to over $700
million.

U.S. imports

The imports-to-consumption ratio fell 11 percent in the 1990s. Imports dropped from about $1
billion in 1990 to less than $800 million by 2000.

Apple juice accounts for over one-third of fruit juice imports or $278 million. The major suppliers
are Argentina, Chile, Italy, China, and Germany. Almost one-third of the remaining fruit juice
imports, $223 million, consist of orange juice, about haf of thisfrom Brazil. The quantity of apple
juice imports remained lower than total orange juice imports in 2000, but higher prices resulted in
apple juice replacing orange juice as the principal fruit juice import in terms of total import value.

Alfred L. Dennis

(202) 205-3316
dennis@usitc.gov
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Crude Petroleum

Figure 3-2
Crude petroleum: Imports, exports, trade balance, and trade ratios, 1990-2000
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Source: Compiled by the U.S. International Trade Commission.

* TheU.S. trade deficit for crude petroleum reached an al-time high of $56.1 billion in 2000. This
deficit was relatively stable during 1990-96, but varied significantly during 1997-2000 primarily
because of wide changesin the price of crude petroleum (figure 3-2).

*  World demand for crude petroleum increased as OPEC curbed production by nearly 9 percent,
causing unstable pricing on the world market. As aresult, average world prices for crude
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petroleum fluctuated during 1990-2000 from alow of $10.87 per barrel in 1998 to a high of
$30.00 in 2000.™

U.S. exports

U.S. exports of crude petroleum have been prohibited since 1973, except as approved by the U.S.
Government. Canada accounted for virtually all U.S. exports of crude petroleum during 1990-
2000, which are part of acommercia exchange agreement between U.S. and Canadian refiners
that has been approved by the Secretary of Energy.

In May 1996, the President allowed for the export of Alaskan North Slope (ANS) crude to Pacific
Rim nations, although most of ANS production is shipped to U.S. refineries for domestic
consumption. However, the President can impose new export restrictions in the event of severe
crude petroleum supply shortages.

U.S. exports of crude petroleum, which account for less than 0.5 percent of domestic consumption,
decreased from 109,000 barrels per day (b/d) in 1990 to 50,000 b/d in 2000.

U.S. imports

U.S. imports of crude petroleum began to risein 1985. This can be attributed to declining world
crude petroleum prices resulting in the reduced profitability of certain high cost U.S. stripper wells,
many of which were then shut down. Consequently, U.S. production has declined each year,
reaching an al-time low of 5.8 million b/d in 2000.

The total quantity of U.S. imports of crude petroleum accounted for over 60 percent of domestic
consumption in both 1999 and 2000.

U.S. importsincreased from 5.9 million b/d in 1990 to 8.9 million b/d in 2000. Canada, Mexico,
Venezuela, Saudi Arabia, and Nigeria were the principal sources of U.S. imports throughout the

period.

Cynthia B. Foreso
(202) 205-3348
foreso@usitc.gov

" See ch. 7 for additional information.
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Natural Gas

Figure 3-3
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Compiled by the U.S. International Trade Commission.

Source:

The U.S. trade deficit in natural gas increased steadily during 1990-2000, going up by its largest
amount ever during 1999-2000 when it reached a 10 year high of $10.6 billion (figure 3-3). The
largest contributing factor to the increased deficit was the sharp increase in natural gas prices,
caused primarily by strong demand for home heating and tight seasonal supply of natural gas.”

Imports of natural gas, however, represent only a modest share of domestic consumption. Imports
usually increase (or decrease) as changes in weather necessitate changes in supply availability for

7 U.S. Department of Energy, Energy Information Administration, “U.S. Natural Gas Markets: Recent Trends
and Prospects for the Future,” May 2001, p. 5.
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winter heating. Thisis shown, in part, by the fluctuation in the imports-to-consumption ratio
ranging from 6 percent to nearly 14 percent (despite significant increases in prices for imported
gas) in the period.

U.S. exports

Total U.S. natura gas exports over the 10-year period accounted for less than 1 percent of
domestic production. Exports ranged from $199 million in 1990 to a high of $411 million in 2000,
the only year in which exports exceeded $352 million. Foreign markets for liquefied natural gas
(LNG) are severely limited due to its combustible nature and the resulting increased costs
associated with liquefaction and compression for container transport.

The volume of natural gas exports remained relatively stable during 1995-99, increasing by only 6
percent, whereas exportsin 1999-2000 increased by 45 percent attributable solely to larger
shipments of pipeline gasto Mexico and Canada. Pipeline exports to Canada and Mexico have
typically accounted for the major share of natural gas exports, while LNG exports (only to Japan)
accounted for 30 to 45 percent by volume.

U. S. imports

U.S. imports of natural gas, primarily by pipeline from Canada, have grown at a faster pacein
recent years to supplement the domestic supply in response to unforeseen high demand for all fuels
used for residential heating owing to unexpectedly cold winters, often in the Northeast. These
imports have been facilitated by a 15-percent increase in overall natural gas pipeline import
capacity from Canada since 1998.7 Related price increases due to the sharp rise in demand have
accentuated the value of imported natural gas.

Although imports on avalue basis increased during 1990-98, at an average annual rate of about 5
percent, the spike in natural gas pricesin the last 2 years caused import values to increase by 20
percent in 1999 and by 72 percent in 2000.

Eric Land
(202) 205-3349
land@usitc.gov
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Apparel

Figure 3-4
Apparel: Imports, exports, trade balance, and trade ratios, 1990-2000
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Source: Compiled by the U.S. International Trade Commission.

* Thedeterioration of the U.S. apparel trade balance during 1990-2000 largely reflected the

sustained growth in imports which greatly outpaced the growth in U.S. exports (figure 3-4). Much
of the import and export growth occurred with countries benefitting from preferentia trade
agreements with the United States, namely NAFTA partners Canada and Mexico, and the CBERA
countries. Also contributing to the growth in imports was the ongoing phase out of quotas under
the Uruguay Round Agreement on Textiles and Clothing (ATC). U.S. apparel trade (imports and
exports) will likely continue to grow as aresult of newly enacted legidation that authorizes
preferential treatment for imports of apparel made in eligible CBERA and sub-Saharan African
countries from U.S. materials.”

™ See Chapter 8, Textiles, Apparel, and Footwear, for more information on these issues.
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The growth in U.S. apparel trade with CBERA countries and Mexico during the 1990s mainly
involved U.S. exports of cut garment pieces for assembly and U.S. imports of the finished
garments. According to U.S. industry sources, the growth in U.S. apparel trade with these
countries that use U.S. garment pieces partly displaced U.S. apparel imports from Asia, the mgjor
foreign supplier. Although imports from Asiarose by 91 percent during 1990-2000, to $35.5
billion, its share of U.S. apparel imports fell from 74 percent to 55 percent in the period. U.S.
apparel exportsto Asia peaked at $1.1 billion in 1996, and then fell to $556 million in 2000.

Much of the recent import growth and export decline reflected the latent effects of the Asian
financial crisis of 1997-98, as weak economic activity in Asialed to reduced demand for foreign
goods and increased efforts to boost exports to earn much needed foreign exchange. At the same
time, the significant currency devaluations of several Asian countries effectively reduced U.S.
dollar prices of their goods in the U.S. market, but increased U.S. export pricesin Asian markets.
The phase out of U.S. quotas on apparel imports by January 1, 2005, will likely strengthen the
competitiveness of developing countriesin Asiawhose shipments are currently subject to restraint
and which have the capability to establish a significant presence in the U.S. apparel market as a
result of their access to low-cost labor inputs.

U.S. exports

U.S. apparel exports more than quadrupled during 1990-2000 to $8.2 billion, and their share of
U.S. industry shipments more than tripled to nearly 15 percent. The export growth resulted mainly
from larger shipmentsto CBERA countries and Mexico, which together accounted for nearly 80
percent of U.S. apparel exportsin 2000. U.S. apparel exports to these countries consisted mostly
of garment parts for assembly there and re-export to the United States.

Leading U.S. export markets for finished apparel are Canada, Japan, and the European Union
(EV), which accounted for a combined 16 percent of U.S. apparel exportsin 2000. U.S. apparel
exports to Canada rose by 164 percent to $579 million during 1990-2000. Exports to Japan
pesked at $952 million in 1996 and then tracked a dowdown in Japanese economic activity, falling
by more than one-half to $438 million in 2000. Exportsto the EU declined by 26 percent during
1990-2000, to $313 million. The EU share of U.S. apparel exports fell from 17 percent to 4
percent in the period, largely attributable to a strong U.S. dollar and more intense competition from
Asian suppliersin the EU market, particularly in the aftermath of the Asian financia crisis.

U.S. imports

U.S. imports of apparel more than tripled during 1990-2000 to $64.4 billion. The import share of
apparent U.S. apparel consumption rose during the period to an estimated 60 percent in 2000.
Much of the import growth during 1990-2000 came from Mexico and the CBERA countries,
whose shipments rose by 1,131 percent and 391 percent, respectively. Apparel imports from
China, the leading Asian supplier, rose by 161 percent during 1990-2000 to $8.5 billion. Imports
from Hong Kong, the second-largest Asian supplier, increased by 5 percent and totaled $4.6 billion
in 2000. U.S. imports from the next largest Asian suppliers, Korea, Indonesia, and Thailand,
whose currencies depreciated significantly in the aftermath of the Asian financial crisis of 1997-98,
have risen substantially since then, by 9 percent, 21 percent, and 20 percent, respectively.

Laura V. Rodriguez
(202) 205-3499
Irodriguez@uisitc.gov
Semiconductors and Integrated Circuits
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Figure 3-5
Semiconductors and integrated circuits: Imports, exports, trade balance, and trade ratios,
1990-2000
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*  Theyears 1999-2000 demonstrated exceptionally strong growth in the global and U.S.
semiconductor markets relative to most other years during the 1990-2000 period. Both U.S.
imports and exports significantly increased in the past 2 years (figure 3-6).

*  Two-way trade with production-sharing partners accounted for a large portion of overall U.S.
semiconductor trade. Semiconductor production-sharing entails unfinished semiconductors
fabricated in the United States being sent abroad, primarily to locations in Southeast Asia, for the
finishing stages of assembly and testing. After finishing, the semiconductors usualy are re-
exported to the United States or a third-country market for consumption. Increased U.S. exports
are often an indicator of strong U.S. demand.
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U.S. exports

Although U.S. exports somewhat lagged behind import trends during the first half of the 1990s,
U.S. exports in the second half of the decade grew at a faster rate than the overall global market as
worldwide demand soared for specific products such as digital signal processors, mixed signal
products, optoel ectronics, and microprocessors.

U.S. firms are leading manufacturers of many of the above mentioned items that are essential
components in high-growth sectors such as telecommunications equi pment, networking equipment,
and computers.

U.S. imports

Throughout the 1990s, U.S. semiconductor import trends largely mirrored global consumption
patterns. The global market, which grew from $51 billion to $204 billion during the period,
experienced tremendous expansion from 1990-95, a recession during 1996-98, and a strong
recovery in 1999-2000.

During 1996-98, commodity memory products, particularly dynamic random access memory
semiconductors (DRAMS), experienced significant price erosion as the growth in world supply
exceeded the growth in demand. The United Statesis the leading consumer of DRAMS, and, asa
result of the price declines, overall value of U.S. semiconductor imports experienced several years
of decline and did not surpass the 1995 total until 2000.
Robert Carr
(202) 205-3402
rcarr@usitc.gov
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CHAPTER 4
Agricultural Products

Alfred L. Dennis, Coordinator
(202) 205-3316
dennis@usitc.gov

Change in 2000 from 1999:

U.S. trade surplus: Increased by $853 million (14 percent) to $6.9 billion
U.S. exports: Increased by $3.5 billion (6 percent) to $59.1 billion
U.S. imports: Increased by $2.7 billion (5 percent) to $52.2 billion

Much of the improvement in the U.S. balance of trade was driven by increased exports of cotton as
aresult of the refunding of USDA’s Step-2 program® for U.S. cotton exports (table 4-1). U.S. cotton
exports rebounded from a precipitous decline in 1999 when funding for Step-2 expired, while U.S. cotton
imports declined in 2000 (table 4-2).2 Other shiftsin trade included an increase in U.S. imports of
shellfish, particularly of shrimp, as world supplies of agua culture-grown shellfish increased. Higher
disposable incomes of U.S. consumersin 2000 led to higher demand for luxury food such as shrimp, more
eating in restaurants where shrimp and other shellfish are typically consumed, and more restaurants
offering shellfish on the menu. After cotton, the largest increase in U.S. exports was for oilseeds because
China purchased more raw soybeans. The largest decline of U.S. agricultural exports was for cereals,
which declined mainly due to a 6-percent decline in the world price of corn. The other significant export
decline was for vegetable oil, consisting mainly of soybean oil. The decline was spurred by low world
prices for competing products, such as palm oil, and by China s shift to purchasing raw soybeans rather
than finished vegetable oil. Trade statistics for all product groups in the agricultural products sector are
presented in table 4-3 at the end of this chapter.

! The Step 2 program offers certificates to domestic textile mills and raw cotton exporters that provide an
economic incentive to purchase U.S.-grown cotton. The effect of Step 2 is to encourage raw cotton exports and
U.S. textile production using domestically produced cotton. Step 2 is part of the 3-Step competitiveness program,
which was written into law under the 1990 FACT Act and continued under the 1996 FAIR Act. Funding for Step
2 was capped at $701 million for the life of the FAIR Act.

2 National Cotton Council of America, found at www.cotton.org.

4-1



Table 4-1
Agricultural products: U.S. exports of domestic merchandise, imports for consumption, and merchandise
trade balance, by selected countries and country groups, 1999 and 2000*

Change, 2000 from 1999
Item 1999 2000 Absolute Percent

Million dollars

U.S. exports of domestic merchandise:

Canada . ... 7,608 8,209 600 7.9
Japan . ... 11,984 12,573 590 4.9
MEXICO . . o 5,850 6,772 922 15.8
China . ... e 965 1,895 930 96.3
KOrea . .. .o 2,763 2,978 215 7.8
Netherlands . .......... .. ... . ... 1,618 1,526 -92 -5.7
Thailand . ... . 445 531 86 19.4
taly .. 586 682 96 16.4
TalWan . ..ot 2,093 2,181 88 4.2
France . ....... . . . . . . 437 411 -27 -6.2
Allother . ... .. 21,219 21,354 135 0.6
Total ... 55,569 59,112 3,543 6.4
EU-15 ... ,508 7,177 -331 -4.4
OPEC ... e 2,449 2,705 255 10.4
Latin America .. ... 10,436 11,079 643 6.2
CBERA ... 2,605 2,511 -93 -3.6
Asia ......... e 22,135 24,346 2,211 10.0
Sub-Saharan Africa . ............ ... .. 728 769 41 5.6
Central and Eastern Europe . ..................... 272 231 -40 -14.8
U.S. imports for consumption:
Canada . ......... ... 10,349 11,189 840 8.1
Japan . ... 482 487 5 1.0
MEXICO .. .t 5,631 6,033 402 7.1
China ... 1,191 1,396 205 17.2
Korea . ... 184 210 26 14.0
Netherlands . .......... .. ... .. ... 1,443 1,642 199 13.8
Thailand . . ... 2,117 2,356 239 11.3
taly .. 1,756 1,939 184 10.5
TalWaN . .. e 412 381 -31 -7.4
France .. ... .. 2,176 2,068 -108 -5.0
Allother . ... .. 23,729 24,459 730 3.1
Total ... 49,469 52,159 2,690 5.4
EU-15 ... ,930 10,341 411 4.1
OPEC ... . 1,282 1,268 -14 -1.1
Latin America .. ... 15,727 16,028 301 1.9
CBERA ... 3,189 3,481 293 9.2
Asia ......... e 8,010 8,662 652 8.1
Sub-Saharan Africa . ......... ... ... . 833 875 42 5.1
Central and Eastern Europe . ..................... 254 263 8 3.3
U.S. merchandise trade balance:
Canada . ... .. -2,740 -2,980 -240 -8.8
Japan . ... 11,502 12,087 585 5.1
MEXICO . ..ttt 219 739 521 238.0
China ....... ... -226 499 725 (2
KOrea . .. .o 2,579 2,768 189 7.
Netherlands . ........... ... uiriririnanannn.n. 176 -115 -291 (?
Thailand . . ... -1,671 -1,824 -153 -9.
taly .. -1,169 -1,257 -88 -7.5
TalWan . ..ot e e 1,682 1,800 118 7.0
France .. ...... .. . -1,739 -1,658 81 4.7
Allother . ... . -2,510 -3,105 -595 -23.7
Total ... 6,100 6,953 853 14.0
EU-15 ... -2,422 -3,164 -742 -30.7
OPEC ... . 1,168 1,437 269 23.1
Latin America .. ...t i -5,292 -4,950 342 6.5
CBERA . . -584 -970 -386 -66.1
Asia ......... e 14,125 15,684 1,559 11.0
Sub-Saharan Africa . ........... ... -105 -106 -1 -1.1
Central and Eastern Europe . ..................... 17 -31 -49 ®

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

Note.—Calculations based on unrounded data. The countries shown are those with the largest total U.S. trade (U.S.
imports plus exports) in these products in 2000.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 4-2
Leading changes in U.S. exports and imports of agricultural products, 1999 and 2000

Change, 2000 from 1999
Sector/commodity 1999 2000 Absolute Percent

Million dollars

U.S. EXPORTS:
Increases:
Cotton, not carded or combed (AG049) ........... 968 1,883 915 94.5
Oilseeds (AG032) . ... .. . 4776 5,482 707 14.8
Cattle and beef (AG002) . ........ ... 2,753 3,287 534 19.4
Hides, skins, and leather (AG046) ............... 1,850 2,330 480 26.0
Decreases:
Cereals (AGO030) . ...t 10,129 9,467 -662 -6.5
Animal or vegetable fats and oils (AG033) ......... 1,947 1,450 -497 -25.5
Prepared or preserved vegetables, mushrooms, and
olives (AG0O19) . ...... ... 1,565 1,464 -101 -6.4
Fruit and vegetable juices (AG038) .............. 748 713 -35 -4.7
Allother ... .. . . 30,834 33,036 2,202 7.1
TOTAL 55,569 59,112 3,543 6.4
U.S. IMPORTS:
Increases:
Shellfish (AG009) . .......... .. ... 5,072 6,007 935 18.4
Cattle and beef (AG002) . ....... ... 2,905 3,357 452 15.6
Distilled spirits (AG042) . ........ ... ... ....... 2,383 2,727 344 14.4
Malt beverages (AG040) ...................... 1,881 2,166 284 15.1
Decreases:
Coffee and tea (AG028) . ..........cciuunnnnn 3,114 2,921 -193 -6.2
Cotton, not carded or combed (AG049) ........... 136 21 -115 -84.8
Unmanufactured tobacco (AG043) ............... 711 628 -83 -11.7
Allother . ... .. . . 33,267 34,333 1,067 3.2
TOTAL 49,469 52,159 2,690 5.4

Note.-Calculations based on unrounded data.

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

U.S. BILATERAL TRADE
Largest trade balance shifts in 2000 from 1999:

China: U.S. trade balance improved by $725 million to $499 million surplus
Japan: U.S. surplus increased by $585 million (5 percent) to $12.1 billion
Mexico: U.S. surplus increased by $521 million (238 percent) to $739 million

Although exports increased to the two largest markets for U.S. agricultural products, Japan and
Canada, the largest absol ute shifts were to Mexico (third-leading export market), and China (fifth-leading
export market). See table 4-1.

The U.S. trade shift with Chinawas led by U.S. exports of oilseeds, which rose as China's
purchases of raw soybeans increased. Higher demand for meat by China s growing middle class, and a
change in policy from buying finished products to purchasing raw soybeans for processing, caused China
to import more soybeans for use in animal feeds and vegetable ails.

Japan was the most important U.S. export market for agricultural productsin 2000, and U.S.
agricultural exports to Japan grestly exceeded U.S. imports from Japan. Excluding Japan, U.S.
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agricultural trade would have registered a deficit. Much of the increase in the U.S. trade surplus with
Japan resulted from higher cigarette pricesin 2000. Also, Japan Tobacco bought some of RIR Tobacco’s
brands, leading to higher quantities of Japanese imports. U.S. exports of cigarettes to Japan increased
about 13 percent to $1.9 billion and accounted for the largest U.S. agricultural export to Japan. U.S. pet
food sales to Japan jumped 62 percent in 2000 to $234 million as Japanese consumers purchased more
premium dried and bagged pet food from the United States and less lower priced canned pet food from
countries such as China.

Much of the $521 million increase in the U.S. trade surplus in agricultural trade with Mexico is
accounted for by the resumption of funding for the Step-2 program to promote cotton exports. Mexico
purchased about $476 million of U.S. cotton in 2000, or approximately one-fourth of al U.S. cotton
exports, for use in the Mexican textile industry. This was a $191 million increase (67 percent) from the
$285 million Mexico imported in 1999.



Table 4-3

Agricultural products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

Change, 2000 from1999

USITC
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars
AGO001 Certain miscellaneous animals and meats:
Exports .. ... .. 1,754 2,106 352 20.1
Imports . ... 1,513 1,689 176 11.6
Trade balance ......................... 241 417 176 73.1
AGO002 Cattle and beef:
Exports .. ... .. 2,753 3,287 534 19.4
Imports . ... 2,905 3,357 452 15.6
Trade balance ......................... -152 -70 82 53.9
AGO003 Swine and pork:
Exports .. ... ... ... 932 1,174 242 25.9
Imports . ... 717 986 269 37.6
Trade balance ......................... 215 188 -28 -12.8
AGO004 Sheep and meat of sheep:
Exports .. ... 25 23 -2 -6.3
Imports . ... 179 206 27 14.8
Trade balance ......................... -155 -183 -28 -18.2
AGO005 Poultry:
Exports .. ... 1,878 2,055 177 9.4
Imports . ... 57 71 13 23.4
Trade balance . ........... .. .. ... .. .... 1,821 1,984 164 9.0
AGO006 Fresh or frozen fish:
Exports .. ... .. ... 1,634 1,705 71 4.3
Imports . ... 2,945 3,103 159 5.4
Trade balance . ........... .. ... ... .. .... -1,310 -1,398 -88 -6.7
AGO007 Canned fish:
Exports .. ... .. 222 170 -52 -23.6
Imports . ... 611 538 -73 -11.9
Trade balance ......................... -389 -369 20 5.2
AGO008 Cured and other fish:
Exports . ........ .. 166 168 2 11
Imports . ... 277 294 17 6.1
Trade balance ......................... -111 -126 -15 -13.6
AGO009 Shellfish:
Exports . ...... ... 752 799 a7 6.2
Imports . ... 5,072 6,007 935 18.4
Trade balance . ........... .. .. ... .. .... -4,319 -5,208 -888 -20.6
AGO010 Dairy produce:
Exports . ...... ... 591 664 73 12.4
Imports . ... 1,387 1,474 87 6.3
Trade balance ......................... -796 -810 -14 -1.7
AGO011 Eggs:
Exports . ........ .. 155 159 4 2.6
Imports . ... 20 18 -3 -13.7
Trade balance ......................... 134 141 7 5.1
AGO012 Sugar and other sweeteners:
Exports .. ... .. 357 350 -7 -2.0
Imports . ... 879 805 -74 -8.5
Tradebalance ......................... -522 -455 67 12.8
AGO012A Sugar:
Exports . ...... ... 70 64 -6 -9.2
Imports . ... 639 551 -88 -13.8
Trade balance ......................... -569 -488 82 14.3

See footnote(s) at end of table.



Table 4-3--Continued
Agricultural products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

Change, 2000 from1999

USITC
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars
AGO012B High fructose corn sweetener:
Exports .. ... .. 103 101 -2 -1.9
Imports . ... 34 32 -2 -6.4
Trade balance ......................... 69 70 ® 0.4
AGO013 Animal feeds:
Exports .. ... .. 3,621 4,061 440 12.1
Imports . ... 604 641 37 6.1
Trade balance . .......... ... ... ... .. .... 3,017 3,419 403 13.3
AGO014 Live plants:
Exports .. ... .. 144 132 -12 -8.5
Imports . ... 428 460 32 7.5
Trade balance ......................... -285 -329 -44 -15.5
AGO015 Seeds:
Exports . ........ ... 697 702 5 0.7
Imports . ...... ... 428 444 16 3.7
Trade balance ......................... 269 258 -11 -4.2
AGO016 Cut flowers:
Exports . ...... ... 41 40 -2 -4.5
Imports . ... .. 592 611 20 3.3
Trade balance ......................... -550 -572 -22 -3.9
AGO017 Miscellaneous vegetable substances:
Exports .. ... 453 485 31 6.9
Imports . ...... ... 839 790 -50 -5.9
Trade balance ......................... -386 -305 81 21.0
AGO018 Fresh, chilled, or frozen vegetables:
Exports .. ... .. 1,201 1,351 150 12.5
Imports . ... 2,236 2,350 113 5.1
Trade balance . ........... .. .. ... .. .... -1,035 -999 36 35
AGO019 Prepared or preserved vegetables, mushrooms,
and olives:
Exports . ...... ... 1,565 1,464 -101 -6.4
Imports . ...... ... 1,384 1,408 23 1.7
Trade balance ......................... 180 56 -124 -69.0
AGO020 Edible nuts:
Exports .. ... . 1,212 1,361 149 12.3
Imports . ... .. 794 808 14 1.8
Trade balance ......................... 418 553 135 32.2
AGO021 Tropical fruit:
Exports .. ... . 64 57 -7 -10.3
Imports . ... .. 1,574 1,548 -26 -1.7
Trade balance . ........... .. .. ... .. .... -1,510 -1,490 20 1.3
AG022 Citrus fruit:
Exports .. ... 498 635 137 27.5
Imports . ... 331 311 -20 -6.0
Trade balance ......................... 167 324 157 93.7
AG023 Deciduous fruit:
Exports .. ... ... 743 797 54 7.3
Imports . ...... ... 268 247 -21 -7.9
Trade balance ......................... 475 551 76 15.9

See footnote(s) at end of table.



Table 4-3--Continued
Agricultural products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

usITC Change, 2000 from1999
code?  Industry/commodity group 1999 2000 Absolute Percent

Million Dollars
AG024 Other fresh fruit:

Exports .. ... .. 562 638 77 13.6

Imports . ... 1,031 1,024 -7 -0.6

Trade balance ......................... -469 -386 83 17.7
AGO025 Dried fruit other than tropical:

Exports .. ... .. 379 342 -36 -9.6

Imports . ... 78 63 -14 -18.4

Trade balance ......................... 301 279 -22 -7.4
AG026 Frozen fruit:

Exports . ...... ... 89 86 -3 -34

Imports . ... 125 122 -4 -3.1

Trade balance ............. ... ......... -37 -36 1 2.3
AGO027 Prepared or preserved fruit:

Exports . ...... ... 180 190 11 5.9

Imports . ... 576 547 -29 -5.1

Trade balance ......................... -396 -356 40 10.1
AG028 Coffee and tea:

Exports . ........ ... 284 298 14 4.8

Imports . ... 3,114 2,921 -193 -6.2

Trade balance . ........................ -2,830 -2,623 207 7.3
AGO029 Spices:

Exports .. ... 72 80 7 10.3

Imports . ... 530 552 22 4.1

Trade balance ......................... -458 -472 -14 -3.1
AGO030 Cereals:

Exports .. ... .. 10,129 9,467 -662 -6.5

Imports . ... .. 732 662 -69 -9.5

Trade balance . ........... .. .. ... .. .... 9,398 8,805 -592 -6.3
AGO031 Milled grains, malts, and starches:

Exports .. ... 439 402 -37 -8.4

Imports . ... 261 304 43 16.3

Trade balance ......................... 178 98 -80 -44.8
AG032 Oilseeds:

Exports . ........ ... 4,776 5,482 707 14.8

Imports . ... 263 255 -9 -3.2

Trade balance . ........... .. ... ... .. .... 4513 5,228 715 15.8
AGO033 Animal or vegetable fats and oils:

Exports . ........ .. 1,947 1,450 -497 -25.5

Imports . ... 1,348 1,311 -37 -2.8

Trade balance ......................... 599 139 -460 -76.8
AGO034 Pasta, cereals, and other bakery goods:

Exports . ...... ... 1,044 1,092 48 4.6

Imports . ........ .. 1,637 1,755 118 7.2

Trade balance ......................... -593 -662 -70 -11.7
AGO035 Sauces, condiments, and soups:

Exports .. ... .. 587 641 55 9.3

Imports . ........ .. 457 502 46 10.0

Trade balance ......................... 130 139 9 6.8

See footnote(s) at end of table.



Table 4-3--Continued
Agricultural products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

Change, 2000 from1999

USITC
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars
AGO036 Infant formulas, malt extracts, and other edible
preparations:
Exports .. ... .. 2,458 2,444 -14 -0.6
Imports . ... 670 678 8 1.2
Trade balance . .......... ... ... ... .. .... 1,788 1,765 -22 -1.3
AGO037 Cocoa, chocolate, and confectionery:
Exports .. ... .. 651 808 156 24.0
Imports . ... 2,123 2,056 -67 -3.2
Trade balance . ........... .. ... .. .. .... -1,472 -1,248 223 15.2
AGO038 Fruit and vegetable juices:
Exports . ........ ... 748 713 -35 -4.7
Imports . ... 796 767 -29 -3.7
Trade balance ......................... -48 -53 -6 -11.7
AGO039 Nonalcoholic beverages, excluding fruit and
vegetable juices:
Exports . ........ .. 328 312 -16 -4.8
Imports . ... 625 683 57 9.2
Trade balance ......................... -298 -371 -73 -24.5
AGO040 Malt beverages:
Exports . ........ ... 201 169 -32 -15.9
Imports . ... 1,881 2,166 284 15.1
Trade balance . ........................ -1,680 -1,996 -316 -18.8
AGO041 Wine and certain other fermented beverages:
Exports . ........ ... 541 551 10 1.8
Imports . ... 2,210 2,259 49 2.2
Trade balance . ........... ... ... ...... -1,669 -1,708 -40 -2.4
AGO042 Distilled spirits:
Exports .. ... . 480 483 3 0.6
Imports . ... 2,383 2,727 344 14.4
Trade balance . ........... .. .. ... .. .... -1,902 -2,244 -341 -17.9
AG043 Unmanufactured tobacco:
Exports . ........ .. 1,294 1,222 -73 -5.6
Imports . ... 711 628 -83 -11.7
Trade balance ......................... 583 594 10 1.8
AGO044 Cigars and certain other manufactured tobacco:
Exports . ...... ... 651 709 58 9.0
Imports . ...... ... 301 290 -11 -3.6
Trade balance ......................... 350 419 69 19.8
AGO045 Cigarettes:
Exports . ........ .. 3,232 3,308 76 2.4
Imports . ... 112 212 100 89.6
Trade balance . ........... .. ... ... .. .... 3,120 3,096 -24 -0.8
AGO046 Hides, skins, and leather:
Exports .. ... . 1,850 2,330 480 26.0
Imports . ...... ... 1,052 1,167 115 10.9
Trade balance . ........... ... ... .. .... 798 1,163 366 45.8
AGO047  Furskins:
Exports .. ... .. 141 158 17 121
Imports . ... 73 87 14 19.3
Trade balance ......................... 67 70 3 4.3

See footnote(s) at end of table.



Table 4-3--Continued
Agricultural products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

usITC Change, 2000 from1999
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars

AG048 Wool and other animal hair:

Exports .. ... .. 22 19 -4 -16.5

Imports . ... 70 74 3 4.9

Trade balance ......................... -48 -55 -7 -15.0
AGO049 Cotton, not carded or combed:

Exports . ........ .. 968 1,883 915 94.5

Imports . ........ .. 136 21 -115 -84.8

Trade balance . ........... .. ... .. .. .... 832 1,862 1,030 123.8
AGO50 Ethyl alcohol for nonbeverage purposes:

Exports . ........ .. 58 91 34 58.6

Imports . ... 130 162 31 24.1

Trade balance ......................... -73 -70 2 3.4

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

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

3Less than $500,000.

Note.—Calculations based on unrounded data.

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






CHAPTER S
Forest Products
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Change in 2000 from 1999:

U.S. trade deficit: Increased by $34 million (0.3 percent) to $11.8 billion
U.S. exports: Increased by $2.4 billion (10 percent) to $26.4 billion
U.S. imports: Increased by $2.4 billion (7 percent) to $38.2 billion

The U.S. trade deficit in forest products in 2000 changed little from 1999 to 2000, as both imports
and exports rose by comparable amounts (table 5-1). Product groups with the largest increases in exports
included wood pulp and wastepaper, industrial papers and paperboards, and printing and writing papers
(table 5-2). Growth in paper and paperboard production overseas improved demand for raw materia
inputs, which led to increases in both the volume and price of U.S. wood pulp and wastepaper exports to
Canada, Mexico, Japan, and the EU. Growing demand for paper products in Canada and Mexico, due
primarily to strong economies, fueled exports of industrial papers and paperboards and printing and writing
papers. Product groups with the largest increases in U.S. imports were wood pul p and wastepaper,
printing and writing papers, and industrial papers and paperboards (table 5-2). Pulp requirements of U.S.
paper mills also led to increased imports of pulp; rising prices for pulp contributed to the growth in the
value of pulp imports. Increased imports of printing and writing papers and industrial papers and
paperboards came at the expense of U.S.-produced paper products. Trade statistics for all product groups
in the forest products sector are presented in table 5-3 at the end of this chapter.

U.S. BILATERAL TRADE
Largest trade balance shifts in 2000 from 1999:

Mexico: U.S. surplus increased by $527 million (26 percent) to $2.6 billion
Canada: U.S. deficit increased by $325 million (2 percent) to $16.9 billion
China: U.S. deficit increased by $290 million (33 percent) to $1.2 billion

In 2000, the United States had a trade surplus in forest products with 5 of its top 10 trade partners
(Mexico, Japan, the United Kingdom, Korea, and Italy) and a trade deficit with the remainder (table 5-1).
Canada was the largest sector trade partner of the United States, accounting for 51 percent of total U.S.
trade (exports plus imports) in forest productsin 2000. No other trade partner accounted for more than 10
percent of total U.S. trade in forest products in that year.



Table 5-1

Forest products: U.S. exports of domestic merchandise, imports for consumption, and merchandise trade

balance, by selected countries and country groups, 1999 and 2000*

Change, 2000 from 1999

Item 1999 2000 Absolute Percent
Million dollars
U.S. exports of domestic merchandise:

anada ... 7,231 7,858 628 8.7
MEXICO . . .ottt 3,091 3,628 537 17.4
Japan . ... 2,847 3,004 157 5.5
China . ..o 637 787 150 23.6
United Kingdom . . ... ... ... . 1,090 1,276 186 17.0
GeImMAaNy . ... 740 790 50 6.7
Brazil .o ... 274 260 -14 -5.0
Korea . ... 724 808 84 11.6
taly .. 614 737 123 20.1
Indonesia . .......... . 184 236 52 28.3
Allother . ... .. 6,640 7,051 411 6.2

Total ... 24,070 26,434 2,364 9.8
EU-15 ... 4,272 4,834 563 13.2
OPEC ... 510 625 115 225
Latin America .. ...t 5,178 5,769 590 11.4
CBERA . . e 1,070 1,088 17 1.6
Asia ......... e 5,998 6,537 539 9.0
Sub-Saharan Africa . ............ ... 155 159 4 2.6
Central and Eastern Europe . ..................... 66 69 3 4.9

U.S. imports for consumption:

ANAAA . .. 23,829 24,782 953 4.0
MEXICO . . .ottt 1,044 1,055 10 1.0
Japan . ... 610 652 42 6.9
China . .. 1,526 1,967 441 28.9
United Kingdom . . ... ... ... . 807 875 68 8.4
GeImMAaNy . ... 760 893 133 17.5
Brazil ... .. 972 1,145 173 17.7
Korea . ... 295 394 100 33.9
taly .. 409 447 38 9.3
Indonesia . .......... . 721 670 -52 -7.2
Allother . ... .. 4,824 5,316 492 10.2

Total ... 35,798 38,195 2,398 6.7
EU-15 ... ,955 4,504 548 13.9
OPEC ... 755 696 -59 -7.8
Latin America .. ... 2,774 2,936 162 5.9
CBERA . . e 107 102 -5 -4.8
Asia ......... e 4,488 5,085 597 13.3
Sub-Saharan Africa . ............ ... 110 141 31 28.3
Central and Eastern Europe . ..................... 23 36 13 58.7

U.S. merchandise trade balance:
Canada . ....... . -16,599 -16,924 -325 -2.0
MEXICO . . .ottt 2,046 2,573 527 25.7
Japan . ... 2,237 2,352 115 5.1
China . ..o -890 -1,180 -290 -32.7
United Kingdom . . ... .. ... .. . . 283 401 118 41.5
GeImaNny . ... -20 -104 -83 -413.7
Brazil ... .. -698 -884 -186 -26.7
Korea . ... 429 413 -16 -3.7
taly .. 205 290 86 41.8
Indonesia . .......... .. -537 -434 104 19.3
Allother . ... ... 1,816 1,735 -82 -4.5

Total ... -11,727 -11,761 -34 -0.3
EU-15 ... 316 331 14 4.6
OPEC ... . -245 -71 174 71.0
Latin America .. ... 2,404 2,833 428 17.8
CBERA . . e 963 986 23 2.4
Asia ......... e 1,510 1,452 -58 -3.8
Sub-Saharan Africa . ............ ... 45 18 -27 -59.7
Central and Eastern Europe . ..................... 43 33 -10 -23.1

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

Note.—Calculations based on unrounded data. The countries shown are those with the largest total U.S. trade (U.S.

imports plus exports) in these products in 2000.

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



Table 5-2
Leading changes in U.S. exports and imports of forest products, 1999 and 2000

Change, 2000 from 1999
Sector/commodity 1999 2000 Absolute Percent

Million dollars

U.S. EXPORTS:

Increases:
Wood pulp and wastepaper (AG059) ............. 3,540 4,619 1,079 30.5
Industrial papers and paperboards (AG061) ........ 5,018 5,490 473 9.4
Printing and writing papers (AG063) .............. 1,490 1,691 201 135
Printed matter (AG066) . ...................... 4,195 4,306 111 2.6

Decreases:
Cork and rattan (AGO058) . ........ ... 90 86 -5 -5.0
Allother . ... .. . . 9,737 10,242 505 5.2
TOTAL 24,070 26,434 2,364 9.8

U.S. IMPORTS:

Increases:
Wood pulp and wastepaper (AG059) ............. 2,604 3,388 783 30.1
Printing and writing papers (AG063) .............. 4,538 5,206 668 14.7
Industrial papers and paperboards (AG061) ........ 2,596 2,928 331 12.8
Printed matter (AG066) . ...................... 3,161 3,489 328 10.4

Decreases:
Wood veneer and wood panels (AG054) .......... 3,574 3,471 -103 -2.9
Allother . ... .. . . 19,324 19,713 389 2.0
TOTAL o 35,798 38,195 2,398 6.7

Note.-Calculations based on unrounded data.

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

Mexico was the second-largest trade partner of the United States in forest products as well asthe
country with which the United States enjoyed its largest trade surplus (table 5-1). U.S. exports of forest
products to Mexico increased by 17 percent during 2000, while imports from Mexico were flat. Continued
growth in the Mexican economy and a vibrant maguiladora sector during 2000 fueled demand for awide
range of products including paper boxes and bags, industrial papers and paperboard, wood pulp and
wastepaper, printing and writing papers, printed matter, lumber, and wood veneer and wood panels.*

Although U.S. exports of forest products to Canada rose in 2000, U.S. imports increased even
more (table 5-1). A healthy Canadian economy in 2000 led to increased demand for U.S. forest products
exports, including industrial papers and paperboards, printing and writing papers, and lumber, logs and
rough wood products. Wood pulp and wastepaper exports rose to satisfy the raw material needs of
Canadian paper mills. Likewise, astrong, albeit owing U.S. economy? attracted additional imports of
forest products from Canada, traditionally the largest supplier to the United States. Imports of newsprint,
printing and writing papers, wood pulp and wastepaper, and industrial papers and paperboards registered
gains.

1 U.S. Department of Agriculture (USDA), Foreign Agricultural Service (FAS), Mexico Solid Wood Products
Annual Report (Part 11, Market Report) 2001, Mexico City, AGR No. MX1029, Mar. 9, 2001.

2 See ch. 2 for ageneral discussion about U.S. and international macroeconomic conditions that influenced U.S.
merchandise trade performance in 2000.
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U.S. imports of forest products from China grew strongly in 2000, nearly triple the increasein
U.S. exports of forest products to China (table 5-1). Import gains occurred in avariety of products,
particularly printed matter, miscellaneous paper products, miscellaneous articles of wood, paper boxes and
bags, wooden containers, and moldings, millwork, and joinery. Increased economic activity in the United
States, accompanied by high levels of consumer spending, drove demand for imports of these products.®

? Ibid.



Table 5-3

Forest products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

Change, 2000 from1999

USITC
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars
AGO051 Logs and rough wood products:
Exports .. ... .. 1,885 1,941 56 3.0
Imports . ... 495 576 81 16.3
Trade balance . ........... .. .. ... ...... 1,390 1,365 -25 -1.8
AGO052 Lumber:
Exports .. ... .. 2,184 2,210 26 1.2
Imports . ... 7,820 7,071 -750 -9.6
Trade balance . .......... ... ... ... .. .... -5,636 -4,860 776 13.8
AGO053 Moldings, millwork, and joinery:
Exports .. ... .. 545 553 8 1.4
Imports . ... 2,521 2,518 -3 -0.1
Trade balance . ........... .. ... ... .. .... -1,976 -1,966 10 0.5
AGO054 Wood veneer and wood panels:
Exports . ...... ... 958 1,029 70 7.3
Imports . ...... ... 3,574 3,471 -103 -2.9
Trade balance . ........... .. ... .. .. .... -2,615 -2,443 173 6.6
AGO055 Wooden containers:
Exports . ...... ... 172 197 25 14.4
Imports . ... 471 565 94 20.0
Tradebalance ......................... -299 -369 -69 -23.2
AGO056 Tools and tool handles of wood:
Exports .. ... .. 44 53 9 20.8
Imports . ... 120 136 16 13.4
Trade balance ......................... -75 -82 -7 -9.0
AGO057 Miscellaneous articles of wood:
Exports . ........ .. 187 193 6 3.2
Imports . ...... ... 1,007 1,111 104 10.3
Tradebalance ......................... -821 -918 -98 -11.9
AGO058 Cork and rattan:
Exports .. ... . 90 86 -5 -5.0
Imports . ... 450 485 35 7.7
Trade balance ......................... -359 -399 -39 -10.9
AGO059 Wood pulp and wastepaper:
Exports . ...... ... 3,540 4,619 1,079 30.5
Imports . ... 2,604 3,388 783 30.1
Trade balance . ........... .. .. ... .. .... 936 1,231 295 31.6
AGO060 Paper boxes and bags:
Exports . ...... ... 1,416 1,500 84 5.9
Imports . ... .. 802 940 138 17.2
Trade balance ......................... 615 561 -54 -8.8
AGO061 Industrial papers and paperboards:
Exports . ........ .. 5,018 5,490 473 9.4
Imports . ... 2,596 2,928 331 12.8
Trade balance . ........... .. .. ... .. .... 2,421 2,563 141 5.8
AGO062 Newsprint:
Exports .. ... 423 492 68 16.2
Imports . ... 3,517 3,789 271 7.7
Trade balance . ........... .. ... ... .. .... -3,094 -3,297 -203 -6.6
AGO063 Printing and writing papers:
Exports .. ... 1,490 1,691 201 13.5
Imports . ... 4,538 5,206 668 14.7
Tradebalance . ........... .. .. ... .. .... -3,048 -3,516 -468 -15.3

See footnote(s) at end of table.



Table 5-3--Continued

Forest products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

Change, 2000 from1999

USITC
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars
AGO064 Certain specialty papers:
Exports .. ... .. 641 689 48 7.5
Imports . ... 971 1,138 167 17.2
Trade balance ......................... -330 -449 -119 -36.1
AGO065 Miscellaneous paper products:
Exports .. ... .. 1,281 1,385 104 8.1
Imports . ... 1,150 1,385 235 20.4
Trade balance ......................... 131 ® -131 -100.0
AGO066 Printed matter:
Exports . ........ ... 4,195 4,306 111 2.6
Imports . ... 3,161 3,489 328 10.4
Trade balance . ........... .. .. ... .. .... 1,034 817 -217 -21.0

Import values are based on customs value; export values are based on f.a.s. value, U.S. port of export.
2This coding system is used by the U.S. International Trade Commission to identify major groupings and

subgroupings of HTS import and export items for trade-monitoring purposes
3Less than $500,000.

Note.—Calculations based on unrounded data.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Change in 2000 from 1999:

U.S. trade balance: Decreased by $3.9 billion to $2.9 billion deficit*
U.S. exports: Increased by $11.2 billion (14 percent) to $92.4 billion
U.S. imports: Increased by $15.1 billion (19 percent) to $95.3 billion

The U.S. trade balance for chemicals and related products shifted from a surplusin 1999 to a
deficit in 2000 (table 6-1). As oneindustry source noted,? the U.S. chemical trade balance has steadily
declined since 1995, due in part to various causes (not necessarily occurring simultaneoudy) including the
Asian crisisin 1997-98,2 rising petroleum prices, the strong dollar, and, most recently, the high price of
U.S. (and Canadian) natural gas. Petroleum and natural gas, used as chemical feedstocks, influence the
cost of the downstream products. The increase in the price of U.S. natural gas that occurred in 2000
relative to most other gas producing countries decreased the competitiveness of certain U.S. downstream
chemicals in both the domestic and foreign markets.

Another important influence on the U.S. chemical trade balance (and the U.S. trade balance in
general) is the economic performance of the United States relative to its magjor trading partners. Since so
many chemical and related products (e.g., coatings, adhesives, plastics, and pigments) are used in the
production of manufactured goods, the performance of the sector is influenced both directly and indirectly
by the state of the economy. As economies become stronger, imports tend to increase. During the year,
real GDP grew more rapidly in the United States than many of its major trading partners, and the U.S.
dollar appreciated relative to the currencies of many of these partners.*  Asaconsequence, U.S. imports
grew more rapidly than the imports of its major trade partners.

! The aggregate chemical trade balance changed from a $1.1 hillion trade surplus to $2.9 billion deficit.

2 Phone conversation with Mr. Kevin Swift, senior economist with the American Chemistry Council, on March
30, 2001. Using data from a different source, he noted a decline from a $20.6 billion surplusin 1995 to a $6.3
billion surplus in 2000 with deficits occurring in November and December of 2000. The U.S. chemical trade
balance is also discussed in “U.S. Chemica Firms Face Economic Slowdown,” European Chemical Marketer,
Mar. 19-25, 2001, p. 8.

3 Although many aspects of the Asian crisis have improved, there reportedly are some lingering problemsin
some parts of the Asian petrochemical industry. John Richardson, “Asian Round-up: Post Crisis,” European
Chemical News, supplement, Oct. 2000, pp. 44-51.

“ The annual real value of the dollar increased by more than 6 percent against other major currencies in 2000.
Appendix H, “Background on Exchange Rates shifts,” p. H-5.
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Table 6-1
Chemicals and related products: U.S. exports of domestic merchandise, imports for consumption, and
merchandise trade balance, by selected countries and country groups, 1999 and 2000*

Change, 2000 from 1999
Item 1999 2000 Absolute Percent

Million dollars

U.S. exports of domestic merchandise:

Canada . ........ . 18,783 20,327 1,545 8.2
MEXICO .. .t 10,731 13,105 2,374 22.1
Japan . ... 5,575 6,267 692 12.4
Ireland . ...... ... . 755 1,252 496 65.7
United Kingdom . . ... ... ... . 3,566 4,355 789 22.1
GeImMAaNY . ... 2,947 2,977 30 1.0
China . o 2,149 2,430 281 13.1
France .. ... ... 2,509 2,852 343 13.7
Belgium . . ... . 3,732 4,640 908 24.3
Netherlands . ........... .. .. . . . .. 3,717 3,896 179 4.8
Allother . ... .. 26,776 30,334 3,557 13.3

Total ... 81,240 92,433 11,193 13.8
EU-15 ... 20,336 23,166 , 13.9
OPEC ... 1,711 1,994 283 16.6
Latin America .. ...t 18,634 22,175 3,541 19.0
CBERA . . e 1,821 2,025 203 11.2
Asia ......... e 17,704 20,251 2,548 14.4
Sub-Saharan Africa . ............ ... 610 710 100 16.3
Central and Eastern Europe . ..................... 243 287 44 18.1

U.S. imports for consumption:

ANAdA . .. 13,708 15,858 2,151 15.7
MEXICO . . .ottt 3,124 3,473 349 11.2
Japan . ... 8,869 9,563 694 7.8
Ireland . ....... .. . 6,326 11,452 5,126 81.0
United Kingdom . . ... ... ... . 6,834 7,223 389 5.7
GeImMAaNY . .. 8,267 7,377 -890 -10.8
China . @ 4,242 4,942 699 16.5
France .. ... ... 3,576 4,070 494 13.8
Belgium . ... . 1,889 1,670 -219 -11.6
Netherlands . ........... .. .. . . . .. 1,306 1,492 186 14.2
Allother . ... .. 22,030 28,174 6,144 27.9

Total ... 80,172 95,295 15,123 18.9
EU-15 ... 33,537 39,410 , 17.5
OPEC ... 3,245 5,590 2,345 72.2
Latin America .. ... 6,613 8,326 1,713 25.9
CBERA . . e 892 1,286 394 44.2
Asia ......... e 18,815 21,341 2,526 13.4
Sub-Saharan Africa . ........... .. . ... 849 1,454 604 71.2
Central and Eastern Europe . ..................... 340 791 451 132.8

U.S. merchandise trade balance:

Canada . ........ 5,075 4,469 -606 -11.9
MEXICO & ottt 7,607 9,632 2,025 26.6
Japan . ... -3,294 -3,296 - (?
Ireland . ... .. . -5,571 -10,201 -4,630 -83.

United Kingdom . ... ... ... .. . . -3,268 -2,868 400 12.2
GeImaNy . ... -5,321 -4,401 920 17.3
China . . -2,093 -2,512 -419 -20.0
France .. ... ... -1,067 -1,218 -152 -14.2
Belgium . . ... . 1,843 2,970 1,127 61.2
Netherlands . ........... .. .. . . ... 2,411 2,403 -7 -0.3
Allother . ... .. 4,746 2,159 -2,587 -54.5

Total ... 1,068 -2,862 -3,930 &
EU-15 ... -13,201 -16,244 -3,043 -23.
OPEC ... . -1,535 -3,596 -2,061 -134.3
Latin America .. ... 12,021 13,849 1,828 15.2
CBERA ... 929 738 -191 -20.5
Asia ......... e -1,111 -1,090 22 1.9
Sub-Saharan Africa . ............ ... -239 -744 -505 -211.2
Central and Eastern Europe . ..................... -97 -504 -407 -422.0

Import values are based on customs value; export values are based on f.a.s. value, U.S. port of export.
2Less than 0.05 percent.
3Not meaningful for purposes of comparison.

Note.—Calculations based on unrounded data. The countries shown are those with the largest total U.S. trade (U.S.
imports plus exports) in these products in 2000.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Among major types of chemicals and related products, U.S. export and import performance varied
widely during 1999-2000 (table 6-2). The increase in exports of plastic products reflects the strong
competitive nature of this segment of the U.S. chemical industry and increased production sharing with
Canada and Mexico.®> Primary olefins exhibited the second-largest increase in import value (see commodity
analysis section that follows). However, in the second half of 2000, the U.S. plastics industry was
adversaly affected by high natural gas prices and lingering economic problems in Asia, which resulted in
limited foreign demand for U.S. resins and finished products. In addition, lower foreign prices for plastic
resins caused U.S. imports to increase by alarger amount.® Exports of medicinal chemicals
(pharmaceuticals) also exhibited strong growth, although this industry also showed larger gainsin U.S.
imports ’ (see commodity analysis section that follows).

Table 6-2
Leading changes in U.S. exports and imports of chemicals and related products, 1999 and 2000

Change, 2000 from 1999
Sector/commodity 1999 2000 Absolute Percent
Million dollars

U.S. EXPORTS:
Increases:
Miscellaneous plastic products (CH041) ........... 11,816 13,904 2,088 17.7
Medicinal chemicals (CH025) ................... 13,681 15,749 2,068 15.1
Certain organic chemicals (CH012) .............. 5,401 6,723 1,322 245
Other plastics in primary forms (CH036) .......... 6,323 7,305 982 155
Decreases:
Fertilizers (CHO16) ............ ... ... ... ...... 3,032 2,381 -651 -21.5
Pesticide products and formulations (CH023) ....... 2,211 2,036 -175 -7.9
Other tires (CHO40) ... ..... ... 111 89 -22 -20.0
Allother . ... .. . . . . . 38,664 44,246 5,582 14.4
TOTAL 81,240 92,433 11,193 13.8
U.S. IMPORTS:
Increases:
Medicinal chemicals (CH025) ................... 23,781 29,110 5,329 22.4
Major primary olefins (CHO07) .................. 1,798 3,552 1,754 97.5
Miscellaneous plastic products (CH041) ........... 10,988 12,356 1,368 12.5
Certain organic chemicals (CH012) .............. 3,595 4,711 1,116 31.0
Decreases:
Pesticide products and formulations (CH023) ... .... 1,183 1,090 -93 -7.8
Synthetic organic pigments (CHO18) ............. 404 358 -46 -11.4
Synthetic dyes and azoic couplers (CH019) ........ 527 481 -45 -8.6
Allother . ... .. . . . . . 37,897 43,637 5,741 15.1
TOTAL ... 80,172 95,295 15,123 18.9

Note.-Calculations based on unrounded data.

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

® However, rising natural gas prices hindered U.S. exports during the end of 2000, as discussed in Westervelt,
Sim, Noor-Duncan, and Hunter, “Petrochemical Problems: Gas Price Surge Burns Producers,” Chemical Week,
Mar. 28, 2001, p.29.

® The significance of the gas price increase on the U.S. plastics industry was recently noted as follows,
“Domestic exposure to high energy prices — especially natural gas and natural gas liquids— has al but eliminated
U.S. petrochemical [plastics] producers from participation in export markets and raises the threat of aloss of
domestic market share to imported raw materials and finished goods,” Gary Adams, president of CMAI, reported
Chemical Week, Mar. 28, 2001, p. 30.

" This export growth combined with the large increase in imports continues the trend exhibited during 1995-99,
and reflects the multinational nature of the major pharmaceutical companies as well as the introduction of severa
innovative products that command high market prices.
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Offsetting declines occurred in fertilizers and pesticide exports. Reduced fertilizer exports reflected
a combination of decreased demand due, in part, to reduced demand in China and India and increased
competition from aternative foreign sources. Fertilizer exports were particularly compromised by the high
price of U.S. natural gas, which isthe principal feedstock (raw material) for nitrogenous fertilizers. Asa
result, domestic nitrogen fertilizer production was reduced and more product was imported.?  The decline
in U.S. agrochemical exports continued the trend exhibited during 1997-99 and reflected a genera decline
in global agrochemical salesfor the period. One of the primary causes of the world (and U.S.) decline “is
global overproduction in previous years creating historically low commodity prices.”®

Pesticide products registered the largest absolute decline. This decline reflects the consequences of
excess product inventories and a decline in agriculture product prices. Although imports of dyes and
pigments have been increasing for the past several years, the import decline in 2000 reflects certain global
trends as well as a more stable market and a stronger competitive position (following restructuring and
merging) of many of the large multinational companiesin the United States. With respect to dyes, a
significant portion of textile production has moved offshore and some of the large multinational dye
manufacturers have followed it, thereby reducing demand from facilities in the United States. Trade
statistics for all commodity/industry groups in the chemicals and related products sector are presented in
table 6-3 at the end of this chapter.

U.S. BILATERAL TRADE
Largest trade balance shifts in 2000 from 1999:

Ireland: U.S. deficit increased by $4.6 billion (83 percent) to $10.2 billion
Mexico: U.S. surplus increased by $2.0 billion (27 percent) to $9.6 billion
Belgium: U.S. surplus increased by $1.1 billion (61 percent) to $3.0 billion

Thelargest increase in the U S. bilateral trade deficit was with Ireland, which increased
dramatically for this sector. U.S. imports were led by medicinal and intermediate chemicals, which
accounted for 89 percent of the total sector imports. The largest categories for U.S. chemical exports to
Ireland in 2000 were also medicina and intermediate chemicals, which accounted for 40 percent of total
chemical exports. The Irish Government, through its Industrial Devel opment Agency, has worked to
attract foreign investment in high-technology, high value-added specialty industries. The technically skilled
work force and a 10-percent corporate tax rate (working in conjunction with transfer pricing) have made
Ireland an ideal location for foreign companies wanting to locate in Europe and sdll throughout the world.*

The largest bilateral trade improvement was with Mexico, the second-largest U.S. trading partner
(in terms of total trade). Growth in U.S.-Mexican sector trade can be attributed to the development of
Mexico's downstream manufacturing industries that use U.S. chemicals and related products, as well as the
strengthening of Mexican markets for the finished products. A challenge facing the Mexican chemica
industry, which benefits U.S. chemical exports, is its reported limited capacity to process crude

8 Douglas Associates, The Douglas Update, Florence, AL, Feb. 28, 2001.

9 “Global agrochemical market down again” AGROW, World Crop Protection News, Mar. 2, 2001, No. 371, p.
16.

10 Clay Boswell, Feliza Mirasol, “ Sourcing Pharmaceuticals from Offshore Facilities,” Chemical Marketing
Reporter, Oct. 25, 1999, p. 28.
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petroleum and natural gas into basic chemicals: “For more than ten years, political and economic problems
have prevented the government and private industry from making the large investments needed to
resuscitate the nation’ s petrochemicals sector.”** This concern was underscored by the president of
Mexico’'s chemical industry association who noted that chemicals accounted for 55 percent of Mexico’s
total trade deficit and stated “we cannot continue exporting jobs to other countries where they process our
crude petroleum and natural gas only for usto import it back as petrochemicals.”**> The Mexican economy
expanded by approximately 5 percent during 1999-2000, and although increased Mexican demand for
finished chemicals could be met, in part, by local production, the country’s lack of capacity to manufacture
basic chemicals caused U.S. exports to Mexico to exceed U.S. imports from Mexico. Mexico primarily
exports to the United States unfinished petroleum oils used to manufacture basic chemicals and
intermediates.®

The second-largest increase in the U.S. bilateral trade surplus was with Belgium. However, the
data are not representative of the Belgium chemica industry because Belgium has (as does the Netherlands)
amajor port servicing alarge segment of European overseas chemical trade. Therefore, U.S. trade with the
EU, which represented the largest regiona U.S. deficit for chemicals and related products, is more likely
the relevant market. Total trade in chemicals and related products between the EU and the United States
expanded in 2000, as U.S. exports to the EU15 increased by 14 percent and U.S. imports from the EU-15
increased by 18 percent.’ Nevertheless, one of the key features of 2000 was that the European chemical
industry performed better in trade than its counterparts in the United States and Japan.™ This was dug, in
particular, to strong domestic demand in the United States, combined with the effect of the “weak euro”,
which has declined by 30 percent against the dollar since its introduction 2 years ago and has helped to
boost European exports by improving the price competitiveness of EU chemicals. In addition, for some
chemical industry sectors, the strong U.S. economy continued to absorb a portion of the EU products that
would normally have been exported to Asian markets. However, U.S. bilateral trade varied among
individual EU countries included among the top-10 trade partners for chemicals and related products, as
did the size of the declines and gains. For example, the U.S. trade balance declined significantly with
Ireland (83 percent) and France (14 percent), while it improved with the United Kingdom (12 percent) and
with Germany (17 percent), albeit from significant trade deficits currently in existence.

The United States's primary trading partner in chemicals and related products is Canada, largely
due to proximity, similar economies, fostering of regiona integration of the industries and markets, and
reduced tariff rates under the CFTA and NAFTA. In 2000, Canada was the leading source of sector
products imported by the United States as well as the leading market for U.S. exportsin this sector. In
fact, total trade in chemicals and related products between the United States and Canada was more than
double the total trade with any other U.S. trading partner. Although the United States has had an
increasing trade surplusin the past few years, the U.S. bilateral trade surplus with Canada decreased, with
U.S. exports to Canada increasing less than U.S. imports from Canada.

1 Kara Sissell, “Domestic Demand Growth Keeps Accelerating,” Chemical Week, Jun 21, 2000, pp. 74-5.

2 KaraSissdl, “Industry Renews Pleas for Action,” Chemical Week, Nov. 10, 1999, p. 46.

13 KaraSissall, “Mexico’s Year of Transition,” Chemical Week, Jan. 3, 2000, p. 35.

14 Western Europe chemical production grew 4.5 percent in 2000, partially due to increases in prices, prompted,
somewhat, by high chemical feedstocks prices.

% Inthefirst half of 2000 alone, the EU chemical trade with the rest of the world increased by 30 percent.
Sean Milmo, “Chem Growth Projected to Slow in EU Next Year,” Chemical Marketing Reporter, Dec. 4, 2000,
p. 8.
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COMMODITY ANALYSIS
Medicinal Chemicals

U.S. trade deficit: Increased by $3.3 billion (32 percent) to $13.4 billion.
U.S. exports: Increased by $2.1 billion (15 percent) to $15.7 billion.
U.S. imports: Increased by $5.3 billion (22 percent) to $29.1 billion.

The U.S. trade deficit in medicinal chemicals (pharmaceuticals) increased in 2000, reflecting a
larger increase in U.S. imports (particularly from Europe) than in U.S. exports. Global tradein the
pharmaceutical industry has generally increased since January 1, 1995, following the elimination of duties
on most medicinal chemical products under the Uruguay Round Agreement. The United States, United
Kingdom, Germany, Ireland, Japan, and several other countries with large pharmaceutical industries
participated in this agreement. Because the world pharmaceutical industry is dominated by multinational
corporations, there is substantial intracompany trade throughout the industry. Following the recent wave of
mergers in the pharmaceutical industry, it is not uncommon for a company in an industrialized country
(e.g., Germany or the United Kingdom) to have a production facility in another industrialized country (e.g.,
the United States or France) that manufactures a complete pharmaceutical product line for world
consumption.

In addition, there is a continuing trend in the pharmaceutical industry, which started in the early
1990s, toward outsourcing the production of bulk active ingredients and chemical intermediates used in the
production of drugs. Such chemicals are often produced in highly specialized processes that only alimited
number of facilities are equipped to perform. Outsourcing benefits pharmaceutical companies that need a
timely and flexible source of these chemicals. Thisis often the situation for firms interested in minimizing
the time required to move products through clinical trials and, after regulatory approval, to benefit as long
as possible from patent protection.’® Because of the importance of getting new pharmaceutical products to
the market as quickly as possible, companies are typicaly willing to use either domestic or foreign
production facilities. However, the location of the outsourcing country is determined by a number of
factors, including domestic taxes, work force, infrastructure, environmental regulation, and wage rates.”
Asin 1998 and 1999, 2000 saw several new and innovative medicines introduced into the market.*® Such
products command high sales prices, which may also account for the increase in total trade in the
pharmaceutical industry.

U.S. exports

The top three export markets for U.S. pharmaceutical exports were Canada, the United Kingdom,
and Japan, which together accounted for approximately 18 percent of total U.S. pharmaceutical exports.
Since the magjor multinational pharmaceutical companies have a strong presence in these countries, these
exports are possibly intracompany transfers. Overall, the combination of higher drug prices, increasing
demand by aging populations, and the industry’ s tendency to export bulk active ingredients to formulate in
local markets led to the continued rise in U.S. exports. In terms of value, U.S. exportsto the following

!¢ For added detail, see USITC “Outsourcing by the Pharmaceutica |ndustry Provides Opportunities for Fine
Chemical Producers Worldwide,” Industry Trade and Technology Review, publication 3253, Oct. 1999, pp 1-14,
available at the ITC's Internet site at www.usitc.gov (“publications’).

¥ Charles W. Thurston, “Branded Offshore Manufacturing Finds a Home in Ireland and Singapore,” Chemical
Market Reporter, June 8, 1998, p. FR 12.

18 |n 2000, there were 27 new drugs approved by the Food and Drug Administration, compared with 35 that
were approved in 1999.
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countries increased the most in 2000: the United Kingdom increased by $501 million to $1.7 billion;
Canada by $312 million to $2.2 billion; and Belgium by $303 million to $1.0 billion. Although U.S.
exports to Germany had decreased in 2 previous years, U. S. exports to Germany increased in 2000, due
partly to increased investment in the German contract manufacturing facilities that support the German
pharmaceutical industry and require imported medicinal intermediate products.’®

U.S. imports

U.S. imports of pharmaceuticals increased in 2000, primarily from Ireland. From 1995 through
1999, U.S. imports of medicinal chemicals from Ireland increased eightfold, increasing from $634 million
in 1995 to $5.2 billion in 1999. Then, imports of these products virtually doubled in 2000.
The top three suppliers of pharmaceuticals to the United States in 2000 were Ireland, the United Kingdom,
and Germany. Their combined $17.3-billion of exports to the United States accounted for 60 percent of
total U.S. imports of these products.

The Irish economy has been strong over the past decade, largely because of its membership in the
EU and a 10-percent tax rate applied to manufacturing corporations. The most significant growth has been
in high-technology aress, such as pharmaceuticals.®® Reportedly, 13 of the 15 leading multinational drug
companies worldwide have established manufacturing facilitiesin Ireland.?*  According to the Industrial
Development Agency of Ireland (IDA), “over 120 overseas companies employ 15,000 and export $12
billion annually, making Ireland one of the largest exporters of pharmaceuticals and fine chemicalsin the
world. IDA estimates total overseas investment in the pharmaceutical sector at $5 billion, spread across
intermediates, bulk additives, and finished drugs.”?* Because its production costs are relatively low and
because foreign multinational companies can take advantage of transfer pricing, Ireland’s medicina
chemicals are highly price competitive in the U.S. market, which has led to arise in imports that continued
from 1995 through 2000.2 However, because of the strong multinational presence, U.S. pharmaceutical
imports from Ireland reflect, in part, intracompany trade.

Germany, Ireland, and the United Kingdom have benefitted from the trend toward outsourcing to
selected locations throughout the world in the pharmaceutical industry. Because of the large number of
prominent multinational pharmaceutical companies that are active in these three countries (e.g., Glaxo
SmithKline, and Hoechst Marion Roussell) and their reputations for well-trained organic chemists, al three
countries are attractive sites for contract manufacturing.* An increasing amount of U.S. imports from
Germany and the United Kingdom can be attributed to outsourced production by multinational firms, in
addition to intracompany trade. Finally, the merger of Britain’s Glaxo Wellcome and the United States
Smith Kline Beecham added to international pharmaceutical trade between the United States and the United
Kingdom.

Stephen Wanser
(202) 205-3363
swanser@usitc.gov

19 Sean Milmo, “Europe in Contract Mode,” Chemical Market Reporter, Jan. 18, 1999, p. 11.

2 Patricia L. Layman, “Irish Firms Find Their Niche,” Chemical & Engineering News, Feb. 22, 1999, p. 18.

2 Charles W. Thurston, “Branded Offshore Manufacturing,” Chemical Market Reporter, July 10, 2000, p. 12.

2 Boswell, Clay and Feliza Mirasol, “ Sourcing Pharmaceutical Manufacturing from Offshore Facilities,”
Chemical Market Reporter, Oct. 25, 1999, p. 28.

% Dyan Machan, “Irish Tiger,” Forbes, Mar. 9, 1998, p. 86.

2 Sean Milmo, “Europe in Contract Mode,” Chemical Market Reporter, July 19, 2000, p. FR11.
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Major Primary Olefins
Change in 2000 from 1999:

U.S. trade deficit: Increased by $1.6 billion (101 percent) to $3.2 billion
U.S. exports: Increased by $118 million (65 percent) to $299 million
U.S. imports: Increased by $1.8 billion (98 percent) to $3.6 billion

The trade deficit in major primary olefins increased chiefly because of rising unit values of the
imported products. However, import values are mid eading because the major domestic producers of olefins
are dso the largest olefin importers; these producers often source their imports from related or affiliated
firms and value these imports at transfer prices. Domestic olefin production costs increased because of the
increased costs of raw materials, such as ethane (from natural gas) and petroleum-based naphtha. In
addition, significant new production capacity planned several years previously began coming onstream
during the year. As aresult, profit margins for domestic producers were low in 2000 and these producers
attempted to control costs by increasing imports of lower cost foreign olefins.

U.S. imports

The value of U.S. imports of major primary olefins, mostly ethylene and propylene, increased
mostly because of increased import prices; by quantity, imports increased by only 12 percent. Such
imports represent aminimal share of the U.S. market; import penetration in 2000 for each of the two major
primary olefins, ethylene and propylene, was less than 1 percent. The major suppliersin 2000 were
Nigeria, Saudi Arabia, Venezuela, Algeria, and Colombia

Eric Land
(202) 205-3349
land@usitc.gov



Table 6-3
Chemicals and related products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

UusITC Change, 2000 from1999
code?  Industry/commodity group 1999 2000 Absolute Percent

Million Dollars
CHO07  Major primary olefins:

Exports .. ... .. 181 299 118 65.0

Imports . ... 1,798 3,552 1,754 97.5

Trade balance . ........... .. .. ... ...... -1,617 -3,253 -1,636 -101.2
CHO008 Other olefins:

Exports .. ... .. 208 264 56 26.7

Imports . ... 91 156 65 71.2

Trade balance ......................... 117 108 -9 -7.8
CHO09 Primary aromatics:

Exports .. ... . 91 105 14 15.2

Imports . ... 815 1,563 748 91.8

Trade balance . ........... .. .. ... .. .... -724 -1,459 -734 -101.4
CH010 Organic commodity chemicals:

Exports .. ... 1,474 2,146 673 45.7

Imports . ... .. 778 1,201 423 54.4

Trade balance ......................... 696 946 250 35.9
CHO011 Organic specialty chemicals:

Exports .. ... 6,940 7,553 613 8.8

Imports . ... 6,546 7,040 494 7.6

Trade balance ......................... 394 513 119 30.3
CHO012 Certain organic chemicals:

Exports . ........ .. 5,401 6,723 1,322 24.5

Imports . ... 3,595 4,711 1,116 31.0

Trade balance . ........... .. .. ... .. .... 1,806 2,012 206 11.4
CHO013 Miscellaneous inorganic chemicals:

Exports .. ... .. 4,365 5,228 864 19.8

Imports . ... 4,641 5,442 800 17.2

Tradebalance ......................... -276 -213 63 22.8
CHO014 Inorganic acids:

Exports .. ... . 204 246 43 20.9

Imports . ... 238 251 14 5.8

Trade balance ......................... -34 -5 29 84.9
CHO015 Chlor-alkali chemicals:

Exports . ........ .. 781 862 81 10.4

Imports . ... 126 162 36 28.7

Tradebalance ......................... 655 700 45 6.9
CHO016 Fertilizers:

Exports .. ... .. 3,032 2,381 -651 -21.5

Imports . ... 2,486 3,224 737 29.7

Trade balance ......................... 546 -843 -1,389 ®

CHO017 Paints, inks, and related items, and certain
components thereof:

Exports .. ... . 3,327 3,802 475 14.3

Imports . ... 1,959 2,119 160 8.2

Trade balance . ........................ 1,368 1,683 315 23.0
CHO018 Synthetic organic pigments:

Exports .. ... . 360 373 13 3.6

Imports . ... 404 358 -46 -11.4

Trade balance ......................... -43 16 59 ®

See footnote(s) at end of table.



Table 6-3 --Continued

Chemicals and related products sector: U.S.

trade for selected industry/commodity groups, 1999 and 2000*

Change, 2000 from1999

USITC
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars
CHO019 Synthetic dyes and azoic couplers:
Exports . ......... .. 404 436 32 8.0
Imports . ... .. 527 481 -45 -8.6
Tradebalance . ...................... -123 -45 78 63.1
CH020 Synthetic tanning agents:
Exports . ........ ... 13 18 5 37.7
IMPOrtS .. ...t 7 7 * -1.3
Tradebalance . ...................... 6 11 5 83.8
CHO021 Natural tanning and dyeing materials:
Exports . ......... .. 21 24 3 12.9
Imports . ... 71 73 2 3.2
Trade balance . ...................... -50 -49 * 0.9
CHO022 Photographic chemicals and preparations:
Exports . ......... .. 433 507 74 17.0
Imports . ....... ... 564 555 -9 -1.6
Tradebalance . ...................... -131 -48 83 63.1
CHO023 Pesticide products and formulations:
Exports . ......... .. 2,211 2,036 -175 -7.9
Imports . ....... ... 1,183 1,090 -93 -7.8
Trade balance . ...................... 1,029 947 -82 -8.0
CH024 Adhesives and glues:
Exports . ......... .. 502 602 100 20.0
Imports . ....... ... 181 194 13 7.4
Tradebalance . ...................... 321 408 87 27.1
CHO025 Medicinal chemicals:
Exports . ......... .. 13,681 15,749 2,068 15.1
Imports . ....... ... 23,781 29,110 5,329 22.4
Trade balance . ...................... -10,100 -13,361 -3,260 -32.3
CHO026 Essential oils and other flavoring materials:
Exports . ......... .. 948 1,034 86 9.0
Imports . ... ... 754 775 21 2.8
Tradebalance . ...................... 194 258 65 33.3
CHO027 Perfumes, cosmetics, and toiletries:
Exports . ........ ... 2,578 2,851 273 10.6
Imports . ........ .. 1,864 2,192 328 17.6
Tradebalance . ...................... 714 659 -54 -7.6
CH028 Soaps, detergents, and surface-active agents:
Exports . ......... .. 2,138 2,331 193 9.0
Imports . ....... ... 948 1,050 103 10.8
Trade balance . ...................... 1,190 1,280 90 7.6
CH029 Miscellaneous chemicals and specialties:
Exports . ......... .. 2,536 2,738 202 8.0
Imports . ....... ... . 1,790 1,948 158 8.8
Tradebalance . ...................... 746 790 44 5.9
CHO30 Explosives, propellant powders, and related
items:
Exports . ......... .. 264 314 50 18.9
Imports . ....... ... 267 265 -2 -0.7
Trade balance ....................... -3 49 52 ®
CHO031 Polyethylene resins in primary forms:
Exports . ........ ... 2,249 2,688 439 19.5
Imports . ........ ... 1,329 1,650 321 24.2
Trade balance . ...................... 920 1,038 118 12.8

See footnote(s) at end of table.



Table 6-3 --Continued
Chemicals and related products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

Change, 2000 from1999

USITC
code?  Industry/commodity group 1999 2000 Absolute Percent
Million Dollars
CHO032 Polypropylene resins in primary forms:
Exports . ........ ... 863 1,131 268 31.1
Imports . ... 232 251 19 8.0
Trade balance . ................ ... ..... 630 880 250 39.7
CHO033 Polyvinyl chloride resins in primary forms:
Exports .. ... .. 626 716 90 14.4
Imports . ... 235 331 97 41.1
Tradebalance . ................ ... ..... 391 385 -6 -1.6
CHO034  Styrene polymers in primary forms:
Exports . ........ ... 753 848 95 12.7
Imports . ... 427 572 145 34.0
Tradebalance . ................ ... ..... 326 276 -50 -15.3
CHO035 Saturated polyester resins:
Exports .. ... 566 629 62 11.0
Imports . ... 448 522 73 16.4
Tradebalance . ................ ... ..... 118 107 -11 -9.4
CHO036 Other plastics in primary forms:
Exports . ...... ... 6,323 7,305 982 15.5
Imports . ... 2,455 2,786 331 13.5
Trade balance . ........... .. ... .. .. .... 3,868 4519 651 16.8
CHO037  Styrene-butadiene rubber in primary forms:
Exports .. ... .. 309 344 35 114
Imports . ... 173 232 59 34.4
Tradebalance . ................ ... ..... 137 112 -24 -17.7
CHO038 Other synthetic rubber:
Exports .. ... .. 1,079 1,317 238 22.0
Imports . ... 697 778 80 115
Tradebalance . ................ ... ..... 382 539 157 41.2
CHO039 Pneumatic tires and tubes (new):
Exports .. ... .. 2,366 2,414 48 2.0
Imports . ...... ... 4,559 4,700 141 3.1
Trade balance . ........... .. .. .. ... .... -2,193 -2,286 -93 -4.3
CHO40 Other tires:
Exports . ...... ... 111 89 -22 -20.0
Imports . ... .. 129 137 8 6.0
Tradebalance . ................ ... ..... -18 -48 -30 -166.5
CHO041 Miscellaneous plastic products:
Exports .. ... .. 11,816 13,904 2,088 17.7
Imports . ... .. 10,988 12,356 1,368 12.5
Trade balance . ........... .. .. ... .. .... 828 1,547 719 86.9
CHO042 Miscellaneous rubber products:
Exports . ...... .. .. 1,982 2,319 337 17.0
Imports . ... 2,277 2,518 241 10.6
Trade balance . ................ ... ..... -295 -199 96 32.7
CHO043  Gelatin:
Exports .. ... ... 63 66 3 4.2
Imports . ... 107 103 -4 -3.7
Trade balance . ................ ... ..... -44 -37 7 15.1

See footnote(s) at end of table.
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Table 6-3 --Continued

Chemicals and related products sector: U.S. trade for selected industry/commodity groups, 1999 and 2000*

UusITC Change, 2000 from1999

code?  Industry/commodity group 1999 2000 Absolute

Percent

Million Dollars
CHO044 Natural rubber:

Exports . ........ ... 41 39 -1
Imports . ... 704 842 137
Trade balance ......................... -664 -803 -139

-3.4
19.5
-20.9

Import values are based on customs value; export values are based on f.a.s. value, U.S. port of export.
2This coding system is used by the U.S. International Trade Commission to identify major groupings and

subgroupings of HTS import and export items for trade-monitoring purposes
3Not meaningful for purposes of comparison.
4Less than $500,000.

Note.—Calculations based on unrounded data.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 7
Energy-Related Products

Cynthia B. Foreso, Coordinator
(202) 205-3348
foreso@usitc.gov

Change in 2000 from 1999:

U.S. trade deficit: Increased by $49.6 billion (86 percent) to $107.1 billion
U. S. exports: Increased by $3.6 billion (30 percent) to $15.5 billion
U.S. imports: Increased by $53.2 billion (77 percent) to $122.7 billion

The overall U.S. trade deficit in energy-related products increased primarily because of an increase
in the world price of crude petroleum coupled with an increase in the price of natural gas (table 7-1). The
world price of crude petroleum increased by about $15 per barrel (or by 100 percent) in 2000, with the
average for the year exceeding $30.00 per barrel.! Thisincrease in price resulted from tight supplies of
crude petroleum on the world market. OPEC curbed production by nearly 9 percent and demand increased,
thus causing unstable pricing on the world market. At the same time, the price of natural gas, which
mirrors crude prices, rose from an average of $2.17 per thousand cubic feet in 1999 to $3.60 per thousand
cubic feet in 2000.

U.S. imports of crude petroleum began to rise in 1985 when declining world crude petroleum
prices reduced the profitability of certain high cost U.S. stripper wells, many of which were then shut
down. Consequently, U.S. production has declined each year, reaching an al-time low of 5.8 million
barrels per day in 2000. U.S. drilling activity increased by 28 percent from 1999 to 2000. Of the total
number of new exploratory and developmental wells drilled during 2000, crude wells accounted for 18
percent, natural gas accounted for 60 percent, and dry holes accounted for 22 percent. Asthe increased
drilling activity did not begin until November 2000, any production increases would not be accounted for
until mid-2001.

Historically, the United States has maintained a trade deficit in the energy-related products sector
primarily because of an increasing reliance on imported crude petroleum. Crude petroleum accounted for
70 percent of the import volume in this sector during 2000; natural gas accounted for 11 percent; petroleum
products accounted for 10 percent; coal, coke, and related chemical products accounted for 5 percent; and
electricity accounted for 4 percent. The nations showing the largest changes in sector trade with the United
States in 2000 were Nigeria, Canada, Saudi Arabia, Mexico, and Venezuela. The principal sources of
U.S. imports of energy-related products in 2000 were Canada, Venezuela, Saudi Arabia, Mexico, and
Nigeria Magjor trading partners and leading commodity trade shifts are presented in tables 7-1 and 7-2.

1 See “Crude Petroleum” in ch. 3 for additional information.
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Table 7-1

Energy-related products: U.S. exports of domestic merchandise, imports for consumption, and
merchandise trade balance, by selected countries and country groups, 1999 and 2000*

Change, 2000 from 1999

Item 1999 2000 Absolute Percent
Million dollars
U.S. exports of domestic merchandise:
Canada . ........ . 2,370 2,896 526 22.2
MEXICO .. .t 2,311 4,342 2,031 87.9
Venezuela ......... .. 79 149 69 87.4
Saudi Arabia . ...... .. 33 42 9 27.8
NIGEIA . oo 26 17 -10 -37.1
United Kingdom . .............. ... .. ........... 257 257 (23 0.2
Irag .. 0 0 0.0
NOTWAY . . o e e e e e e e e e e e e e e e e 41 32 -9 -22.8
Colombia . ... 38 49 11 29.5
ANgola ... .. 1 1 Q -14.6
Allother .. ... . . . 6,801 7,744 9 13.9
Total ... 11,957 15,529 3,572 29.9
EU-15 ... 912 ,072 160 8.4
OPEC ... e 245 309 64 26.0
Latin America .. ...t 3,746 6,422 2,676 71.5
CBERA ... 704 1,178 475 67.5
Asia ......... e 3,096 3,083 -13 -04
Sub-Saharan Africa . ........... ... .. 150 158 7 4.9
Central and Eastern Europe . ..................... 42 70 28 66.1
U.S. imports for consumption:
Canada . ....... . 17,766 31,860 14,095 79.3
MEXICO . ottt 6,280 11,356 5,076 80.8
Venezuela . ......... .. 8,480 14,863 6,383 75.3
Saudi Arabia . ...... .. 6,679 12,478 5,799 86.8
NIGEIA . oo 3,720 8,706 4,986 134.0
United Kingdom .. ... ... ... 2,278 3,919 1,641 72.0
= 2,721 4,148 1,427 52.5
NOTWAY . . e e e e e e e e e e e e e e e e e 2,085 3,578 1,493 71.6
Colombia . ... . 2,807 3,299 491 17.5
Angola .. ... .. 2,32 3,32 1,002 43.2
Allother . ... . 14,338 25,122 10,784 75.2
Total ... 69,473 122,650 53,177 76.5
EU-15 ... 4,444 8,338 ,89 87.6
OPEC ... 24,856 45,389 20,533 82.6
Latin America .. ... 20,816 35,997 15,181 72.9
CBERA ... 1,479 3,117 1,639 110.8
Asia ......... e 2,055 3,021 965 47.0
Sub-Saharan Africa . ........... .. . .. ... 8,001 15,016 7,016 87.7
Central and Eastern Europe . ..................... 44 - -89.0
U.S. merchandise trade balance:
Canada . ........ .. -15,396 -28,964 -13,569 -88.1
MEXICO .. .t -3,970 -7,014 -3,044 -76.7
Venezuela .......... .. -8,401 -14,714 -6,313 -75.2
Saudi Arabia . ...... .. -6,646 -12,436 -5,790 -87.1
NIGEIA . oo -3,694 -8,690 -4,996 135.2
United Kingdom .. ... ... .. -2,021 -3,662 -1,641 -81.2
= -2,721 -4,148 -1,427 -52.5
NOTWAY . . e e e e e e e e e e e e e e e e e e e -2,044 -3,546 -1,502 -73.5
Colombia . ... -2,769 -3,249 -480 -17.3
Angola .. ... .. -2,318 -3,320 -1,002 -43.2
Allother . ... . -7,538 -17,378 -9,840 130.5
Total ... -57,516 -107,121 -49,605 -86.2
EU-15 ... -2,53 -6,26 -3,73 147.4
OPEC ... . -24,611 -45,080 -20,469 -83.2
Latin America .. ... -17,070 -29,575 -12,505 -73.3
CBERA ... -775 -1,939 -1,164 150.2
Asia ......... e 1,041 62 -979 -94.0
Sub-Saharan Africa . ........... .. ... .. -7,850 -14,859 -7,008 -89.3
Central and Eastern Europe . ..................... - 6 67 @)

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

2Less than $500,000.
3Not meaningful for purposes of comparison.

Note.—Calculations based on unrounded data. The countries shown are those with the largest total U.S. trade (U.S.

imports plus exports) in these products in 2000.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table 7-2
Leading changes in U.S. exports and imports of energy-related products, 1999 and 2000

Change, 2000 from 1999
Sector/commodity 1999 2000 Absolute Percent

Million dollars

U.S. EXPORTS:
Increases:
Petroleum products (CHO05) ................... 6,599 9,562 2,963 449
Natural gas and components (CH006) ............ 759 1,286 527 69.4
Decreases:
Crude petroleum (CHO04) . ....... ... 772 444 -328 -42.5
Allother . ...... .. .. . . . 3,827 4,236 410 10.7
TOTAL .. 11,957 15,529 3,572 29.9
U.S. IMPORTS:
Increases:
Crude petroleum (CHO04) . ........ ..., 31,642 56,546 24,904 78.7
Petroleum products (CHO05) ................... 22,079 39,787 17,707 80.2
Natural gas and components (CH006) ............ 11,042 19,157 8,115 73.5
Allother ........ .. . . . 4,710 7,160 2,450 52.0
TOTAL .. 69,473 122,650 53,177 76.5

Note.-Calculations based on unrounded data.

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

Petroleum products accounted for 52 percent of U.S. export volume of energy-related products,
while coal, coke, and related products accounted for 40 percent in 2000. The primary markets for U.S.
exports of energy-related products were Mexico and Canada.

Overdl shiftsin trade (in terms of quantity) for the products in this sector in 2000 included dightly
increased imports of crude petroleum and decreased exports. Also, imports of distillate and residua fuel
oils (primarily bunker fuels used directly for industrial and residential heating) and natural gas (used
directly for industrial and residential heating as well as electricity generation) increased due to cold winter
conditions in the Northeast. Trade statistics for all commodity/industry groups in the energy-related
products sector are presented in table 7-3 at the end of this chapter.

U.S. BILATERAL TRADE
Largest trade balance shifts in 2000 from 1999:

Canada: U.S. deficit increased by $13.6 billion (88 percent) to $29.0 billion
Venezuela: U.S. deficit increased by $6.3 billion (75 percent) to $14.7 billion
Saudi Arabia: U.S. deficit increased by $5.8 billion (87 percent) to $12.4 billion

Canada remained the leading U.S. trading partner for energy-related productsin 2000. The United
States and Canada share a sophisticated and intricate system of pipelines that carry natural gas, crude
petroleum, and refined petroleum products between the two countries. Also, the United States and Canada
share interconnected grids used to transmit electricity across the border. The U.S. trade deficit with
Canada increased as a result of increases in the prices of crude petroleum and natural gas.

The U.S. trade deficit with Venezuela and Saudi Arabia, both members of OPEC, increased in
2000 because of the increased price of crude petroleum. However, in terms of quantity, U.S. imports of
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energy-related products from Venezuelaincreased by only 1.7 percent and from Saudi Arabiaby only 5.9
percent. Together, Venezuela and Saudi Arabia account for more than 60 percent of the quantity of U.S.
imports of energy-related products from OPEC. The U.S. energy-related products trade deficit with Latin
Americaalso increased as aresult of rising crude petroleum prices. The trade deficit with Mexico
increased by 77 percent in 2000; however, in terms of quantity, the increase in imports was only 2.6
percent.

COMMODITY ANALYSIS OF PETROLEUM PRODUCTS?
Change in 2000 from 1999:

U.S. trade deficit: Increased by $14.7 billion (94 percent) to $30.2 billion
U. S. exports: Increased by $3.0 billion (45 percent) to $9.6 billion
U.S. imports: Increased by $17.7 billion (80 percent) to $39.8 billion

The U.S. trade deficit in petroleum products increased in 2000 as a result of the aforementioned
increase in the price of crude petroleum, which isthe primary raw material for these products. The United
Statesis amajor world producer and consumer of petroleum products and relies upon imports, which
account for about 12.5 percent of domestic consumption, to supplement domestic production. The United
States accounts for 20 percent of the world's production of petroleum products and maintains 21 percent of
the world’ s operating refineries. The number of U.S. operating refineries decreased from 159 in 1999 to
158 in 2000, as one small refinery that had been idle since 1995 was permanently shut down; however,
total U.S. operating capacity actually increased by 4 percent from 1999 to 2000 as refinery maintenance
projects allowed for increased capacity utilization.

U.S. exports

In terms of qua